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Executive Summary

In November 2006 Congress mandated that the National Research
Council convene a committee to evaluate the Office of Policy Development
and Research (PD&R) at the U.S. Department of Housing and Urban
Development (HUD) and the research it conducts and funds. PD&R con-
ducts independent research and program evaluation, funds data collection
and research by outside organizations, and provides policy advice to the
secretary and to other offices in HUD.

CONCLUSIONS

Most of PD&R’s work is of high quality, relevant, timely, and useful.
PD&R’s outside research includes excellent examples in three essential
categories: large-scale, high-impact studies; intermediate-scale policy and
program studies; and small-scale exploratory studies. PD&R’s in-house
research also generally meets high standards: addressing important policy
questions, applying appropriate methods, and presenting results objectively.
The majority of in-house studies are highly analytical and policy relevant
and the authors are skilled in using program-specific administrative data
bases as well as public-use surveys. PD&R produces several high-quality
data sets for public use, and it has produced valuable policy assessments,
forecasts, cautionary warnings, and recommendations to the secretary and
Congress across the full range of HUD program responsibilities.

PD&R’s best work over the past four decades has made valuable con-
tributions in several notable areas: the effectiveness of tenant-based hous-
ing assistance and the merits of alternative program designs in the housing
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2 REBUILDING THE RESEARCH CAPACITY AT HUD

voucher program; the physical and financial condition of multifamily hous-
ing insured by the Federal Housing Authority (FHA), and the actuarial
position of FHA’s home mortgage insurance program; the measurement of
housing discrimination; technology research for innovations in housing;
and the activities of the Federal National Mortgage Association (Fannie
Mae) and the Federal Home Loan Mortgage Corporation (Freddie Mac)
to help guide the regulation of the secondary mortgage market. It has man-
aged major housing data sets, particularly the American Housing Survey,
and has helped to create administrative data sets that provide information
on HUD housing subsidy recipients. It has brought its research results and
staff expertise to the policy development process at HUD, contributing to
major initiatives in virtually all programs and regulatory responsibilities,
often in critical situations.

Despite its important accomplishments, PD&R’s resources have signifi-
cantly eroded over the past decade, and its capacity to perform effectively is
deteriorating. Funding for data collection and research has been particularly
curtailed over the last several years. Current budget levels make it infeasible
to launch large-scale research initiatives or rigorous program evaluations
and often severely limit the methodologies PD&R can use.

Staffing levels have declined steadily for more than a decade, cutting into
PD&R’s capacity and effectiveness. One-half of the current staff are at least
52 years old, and one-third are currently eligible to retire with full benefits.

With limited financial and human resources, PD&R cannot achieve
its potential, leaving policy makers and the public uninformed—or mis-
informed—about such critical policy questions as the impact of time limits,
work requirements, and alternative subsidy formulas on public housing
residents; the effects of “empowerment zone” investments on inner-city
communities; and the effectiveness of supportive housing in stabilizing the
lives of vulnerable individuals and families.

Of all HUD’s programs, only the housing voucher program has been
recently, and repeatedly, evaluated across the full range of intended out-
comes. No outside studies have rigorously evaluated the effects or cost-
effectiveness of the billions of dollars spent on public housing, community
development block grants, housing alternatives for homeless individuals
and families, or fair housing enforcement. The recent budget reductions
may affect the staff’s ability to conduct internal research projects. And
PD&R has repeatedly cut back on the scale and frequency of the American
Housing Survey and other major surveys, compromising their usefulness for
understanding market conditions and trends.

Finally, PD&R’s engagement with the broader housing and urban policy
and research communities falls disappointingly short. The funded research
agenda is developed with limited input from outside the department. Its
website does not begin to take full advantage of Internet capabilities for dis-
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semination of data and research. Potential audiences for PD&R’s research
are unaware of what has been produced or frustrated by recent product
reductions and delays.

POTENTIAL FOR THE FUTURE: RECOMMENDATIONS

Today, the nation faces an array of housing and urban policy chal-
lenges. No federal department other than HUD focuses explicitly on the
well-being of urban places or on the spatial relationships among people and
economic activities in urban areas. If HUD, Congress, mayors, and other
policy makers are to respond effectively to urban issues, they need a much
more robust and effective PD&R.

With adequate resources, PD&R could lead the nation’s ongoing pro-
cess of learning, debate, and experimentation about critical housing and
urban development challenges. In order to achieve PD&R’s potential, the
committee makes seven major recommendations about its resources and
responsibilities.

1. PD&R should regularly conduct rigorous evaluations of all HUD’s
major programs.

2. PD&R should actively engage with policy makers, practitioners,
urban leaders, and scholars to frame and implement a forward-
looking research agenda that includes both housing and an expanded
focus on sustainable urban development.

3. PD&R should treat the development of the in-house research
agenda more systematically and on a par with the external research
agenda.

4. Formalizing what has been an informal practice over most admin-
istrations, the secretary should give PD&R’s independent, research-
based expertise a formal role in HUD’s processes for preparing and
reviewing budgets, legislative proposals, and regulations.

5. PD&R should strengthen its surveys and administrative data sets
and make them all publicly available on a set schedule.

6. PD&R should develop a strategically focused, aggressive com-
munication plan to more effectively disseminate its data, research,
and policy development products to policy makers, advocates,
practitioners, and other researchers.

7. In order to effectively implement the above six recommendations,
the secretary should refocus PD&R’s responsibilities on its core
mission of policy development, research, and data collection.

Perhaps most critically, the committee concludes that the current level
of funding for PD&R is inadequate. Although the committee was directed
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not to offer budget recommendations, it is evident to the committee that
many of PD&R’s problems stem from the erosion of its budget, and that
the office cannot accomplish the recommendations presented here without
resources for additional well-trained research staff, data collection, and
external research.

In addition to these major recommendations, the committee provides
more detailed recommendations to enable PD&R to achieve its potential.



Introduction

In November 2006 Congress requested the National Research Council
convene a committee of leading experts in housing and community devel-
opment and related fields to evaluate the Office of Policy Development
and Research (PD&R) of the U.S. Department of Housing and Urban
Development (HUD) and its current research plan. The committee was
charged to “provide HUD and the Congress with a set of options and
recommendations for Congress to consider regarding the future course of
research needed to address future technology, engineering, social, or eco-
nomic issues” (U.S. House of Representatives, 2005). More specifically, the
committee was charged with five tasks:

1. Assess how well the current research program is aligned with the
Department’s mission, goals, and objectives.

2. Assess the quality, timeliness, and usefulness of recent and current
research products.

3. Assess the allocation of resources to data development and analy-
sis, research projects, demonstrations and experiments, program
evaluations, and other activities.

4. Identify unmet research needs where HUD could provide unique
value or should be active to meet the housing needs of the future.

5. Develop a set of options and recommendations for the future
course of research within HUD.

The committee was directed not to offer budget recommendations.
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In commissioning the study, the House expressed specific concerns (U.S.
House of Representatives, 2005):

The [House] Committee is concerned that HUD’s research office has
become largely a grant making organization rather than conducting lead-
ing edge research with a strong in house capacity. The National Research
Council is directed to provide a report to the House and Senate Commit-
tees on Appropriations, prior to the submission of the President’s FY2007
budget request that reviews current research priorities and makes recom-
mendations on a new course of research for HUD. The Report should
include specific recommendations and should examine the elimination of
an in house research office, if the Council sees no long-term value to HUD
specific research or that HUD related research can or should be done by
other Departments.

A DIFFERENT LANDSCAPE

Urban society has changed radically since the establishment of HUD in
1965 and the creation of PD&R in 1973. The operational challenges facing
HUD and the policy challenges facing PD&R have also changed dramati-
cally in the past 35 years. Urban areas and their central cities are very dif-
ferent places now from what they were in the 1960s. A much smaller share
of metropolitan economic activity is concentrated in the urban center, and
suburban regions now include more than half of all metropolitan jobs, as
well as most of the people residing in metropolitan areas. This trend has
important consequences not only for urban finance, but also for the spatial
relationships between housing and employment locations in urban areas.

The demographic composition and labor force behavior of households
has also changed in fundamental ways over the past 35 years. Most house-
holds now contain two or more workers, and more of these workers now
work full time. Households also typically contain fewer members, a result
of fewer children and fewer multigenerational households. In addition, the
U.S. population is aging rapidly as a function of improved life expectancy,
lower fertility, and the movement through the age distribution of a particu-
larly large cohort born after World War II. As a result of these changes, as
well as rising incomes, housing demands have changed.

Financial markets have become much more sophisticated and are inti-
mately involved in urban development, now including the retail single-
family housing market as well as multifamily and commercial sectors. The
housing finance system, once characterized by savings and loan associations
and mutual savings banks, accepting deposits and making loans in their
localities, has become a system of very large lenders, tightly connected to
the major financial centers of the United States and the world. Commercial
and residential mortgage-backed securities have provided unprecedented
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liquidity for investment in urban infrastructure by private actors, while at
the same time generating new complexities and stresses in financial markets,
as the problems associated with subprime mortgages have dramatically
demonstrated.

The programs overseen by HUD have also changed enormously over
the past 40 years. The housing assistance programs that existed in 1965
have either been repealed or substantially changed; public housing and
subsidized housing construction programs have been largely replaced by
housing demand subsidies to allow low-income tenants to choose their own
housing. Federal urban renewal programs have been completely replaced by
locally sponsored development activities financed by partnerships between
federal and local agencies. The Federal National Mortgage Association
(Fannie Mae) was formerly an agency in HUD that bought and sold only
Federal Housing Administration (FHA) and Veteran’s Administration
(VA) home mortgages.! Its competitor, the Federal Home Loan Mortgage
Corporation (Freddie Mac), did not exist in 1965. Nor did the Govern-
ment National Mortgage Association (Ginnie Mae), which issues securities
backed by FHA and VA mortgages.

Changes in technology have made housing and nonresidential construc-
tion more efficient in the last three decades, though the technical advances
have been slower and less dramatic than those envisioned by HUD in the
1970s. Despite slow progress in technical productivity over several decades,
technology seems poised to assume a far larger role in housing and urban
development in the near future. The increasing importance of energy costs
in urban life, coupled with a growing recognition of the potential envi-
ronmental consequences of energy use, have stimulated developments in
conservation technology for both new buildings and the retrofitting of
existing buildings.

The above changes justify the need for a careful review of how well
PD&R is positioned to address the key housing and urban development
issues in the country.

METHODOLOGY

To carry out its charge, the committee reviewed multiple sources of
information in order to understand the various functions of PD&R and to
evaluate it with respect to its quality, relevance, timeliness, and credibility.

The primary source of information for the committee came from direct
exchanges between the committee and the current staff of PD&R, either
through face-to-face conversations at committee meetings or through writ-

1As this report was in press, the federal government placed Fannie Mae and Freddie Mac
in Conservatorship.
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ten requests for information over the course of the project. This informa-
tion provided the committee with an enormous amount of detail about the
current activities of the office, including descriptions of all the divisions
in PD&R, their functions and recent accomplishments, funding levels and
procedures, data sets, and staffing. In addition, the committee administered
a brief questionnaire to a sample of the office’s professional staff for infor-
mation on their education and work experience.

A second kind of information came from reading a sample of the
office’s completed research products that were produced either in-house or
by an outside contractor. Among other things, the committee was interested
in understanding the research design adopted by each study and assess-
ing how well the chosen strategies and methods were appropriate for the
questions of the research. In addition, individual committee members were
familiar with many of the published research reports, and the committee
drew on this expertise as well.

A third kind of information came from interviews with a number
of individuals who have been involved in the development of HUD and
PD&R over the years or who had been in key positions to observe that
development. The committee was interested in learning about the history
of PD&R within HUD and why it was established. The committee spoke to
individuals who formerly held critical positions within HUD, experienced
congressional staff members, and various long-time users of HUD data and
reports.

Finally, the committee included former PD&R assistant secretaries and
deputy assistant secretaries from both Republican and Democratic admin-
istrations, as well as former visiting scholars whose combined personal
experience at HUD extends for well over half the history of the office. In
addition, the committee also included two former assistant secretaries of
planning and evaluation from the U.S. Department of Health and Human
Services. Perspectives were also sought from people who formerly held
critical positions in other agencies and organizations that carry out similar
research and research administration tasks.

The committee met six times between February 2007 and January 2008,
including holding two open meetings that included testimony from various
representatives of HUD and other entities. In between these meetings, the
committee carried out extensive internal discussions. This report represents
the findings, conclusions, and recommendations of the committee.

In keeping with its stated charge and its composition, the commit-
tee focused its efforts on reviewing the primary policy development and
research functions of PD&R, rather than all the functions of PD&R, which
are numerous. For example, for historical reasons, HUD’s Office of Interna-
tional Affairs, which administers the international activities of the depart-
ment and coordinates international cooperative exchanges on housing and
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urban issues, sits administratively within PD&R; the committee did not
review the work of this office. Similarly, the committee did not review
the work of the Office of University Partnerships, which is also located
in PD&R and represents a substantial share of the appropriated PD&R
budget but does not conduct research or participate in policy development.
Also outside the committee’s review was the day-to-day management of key
support units, such as the Budget, Contracts, and Program Control Division
and the Management and Administrative Service Division, both of which
are also administratively housed in PD&R.

The goal of the committee was to evaluate the work as objectively as
possible. In some instances, this meant having to judge the impact of the
office’s work over the course of several administrations. But throughout
its work, the committee’s intention has been to be as forward looking as
possible. Consequently, the committee has continually asked itself one
fundamental question: Looking to the future, how prepared is the Office of
Policy Development and Research to support the mission of HUD?

REPORT ORGANIZATION

The remainder of this report presents the committee’s findings, analysis,
conclusions, and recommendations. Chapter 2 contains important back-
ground information on the history of PD&R, as well as trends in staffing
and budget that form the backdrop to the rest of the report. The next six
chapters (Chapter 3 through 8) discuss the research and policy develop-
ment activities by function, with separate chapters on policy development,
internal research, external research, technology research, data collection,
and dissemination. The committee’s distinction between external research,
internal research, and policy development is useful analytically but a some-
what artificial distinction: in practice, the data collection, internal research,
external research, and policy development functions continually overlap
and feed into each other. This is a repeated theme throughout the report,
and Chapter 9 presents a number of case studies that illustrate the inter-
relationships among these various activities. In particular, the case studies
show how research feeds into policy development and program support,
and how policy development and program experience in turn influence the
research agenda. In Chapter 10 the committee pulls together a number of
important strands from the earlier chapters to provide a general assessment
of the current state of PD&R. In Chapter 11 the committee offers its recom-
mendations for the future course of PD&R.






Background

The primary purpose of PD&R is to support the mission of HUD by
providing policy analysis, research, monitoring and evaluation, and data
for the Secretary and others to help inform the development of sound poli-
cies and programs. The office prides itself on providing high-quality, reli-
able, and objective data and analysis to help inform the policy process. As
described below, PD&R is able to draw on a wide range of analytical exper-
tise and information resources to help senior HUD staff make informed
policy decisions and to help develop sound budget, legislative, or regulatory
proposals. In addition to its research, data, monitoring and evaluation, and
policy analysis functions, PD&R has other related responsibilities, includ-
ing building university partnerships to increase community and economic
development activities, and running an international office charged with
coordinating the department’s international affairs.

The chapter is organized into three major sections. The first section of
the chapter provides a brief overview of the history of PD&R. The second
section outlines the current organizational structure and describes the major
roles and functions of each of the main units. The last section discusses the
levels and changes in funding and staffing over time.

HISTORY

Federal support for research on housing dates back to the National
Housing Act of 1934 (P.L. 73-473, 209), which authorized the federal
housing administrator to conduct “such statistical surveys and legal and
economic studies as he shall deem useful to guide the development of

11
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housing and the creation of a sound mortgage market in the United
States.” This authority, eventually transferred to the secretary of HUD
when the department was created in 1965, remains in force. Several other
research authorities were later enacted, beginning in 1948, authorizing
the administrator of the Housing and Home Finance Agency (the imme-
diate predecessor of HUD) to conduct research on building technology
and related issues and to develop data on the housing inventory and the
mortgage market.

HUD’s earliest structure did not contain a separate research, evalu-
ation, or policy development unit. To the extent that these formal func-
tions existed within the new cabinet-level agency, they were carried out in
the offices of the four original program assistant secretaries: the Federal
Housing Administration (FHA), housing production and mortgage credit,
which included the model cities and metropolitan development, public
housing, and urban renewal.

HUD?s first secretary, Robert Weaver, created two offices that later were
merged into PD&R. William Ross served as deputy under secretary for
policy, program, and evaluation. He was succeeded by Charles Orlebeke in
1969, as deputy under secretary for policy analysis and program evaluation,
in a broad policy advisory role to Secretary George Romney. It was in this
office where virtually all of the staff economists and social scientists were
housed in the department’s early years.

In addition, Secretary Weaver established an Office of Research and
Technology in 1967, headed first by Thomas Rogers under Secretary Weaver
and then by Harold Finger, an engineer, under Secretary Romney. This
office was important because Weaver’s successor, George Romney, placed
a strong emphasis on building technology. He brought to HUD the notion
that the housing construction process could be streamlined and “that the
cost of housing could be substantially reduced if more construction took
place in the factory, rather than on-site, and if modular construction tech-
niques were more widely used” (Foote, 1995, p. 75). HUD’s Operation
Breakthrough, begun in 1969, attempted to make this vision a reality.
Romney described it “not [as] a program designed to see just how cheaply
we can build a house, but a way to break through to total new systems
of housing production, financing, marketing, management and land use”
(Lin and Stotesbury, 1970, p. 872). Much of Operation Breakthrough’s
conceptual and technical work was centered in the Office of Research and
Technology. At the time, HUD had little in the way of technical expertise
in building systems, so one of the first things that Finger did was to shore
up the agency’s building technology capability.

HUD?s various research authorities were codified in Title V of the Hous-
ing and Urban Development Act of 1970 (P.L. 91-609), and it remains the
legal authority under which HUD now conducts research. It gave HUD
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broad general authority to undertake “programs of research, studies, testing,
and demonstration relating to the mission and programs of the Department”
(Section 501). It also specifically authorized research on building technology
(Section 502) and on housing allowances (Section 504). (Title V repealed
seven previous research authorities, enacted between 1948 and 1968.)

In 1973, incoming HUD Secretary James Lynn decided to combine the
Office of Research and Technology and the staff of the deputy under sec-
retary for policy analysis and program evaluation, believing that the activi-
ties of these offices were closely related. Lynn was an advocate of program
evaluation. The two offices were consolidated into a new Office of Policy
Development and Research, to be headed by an assistant secretary. PD&R’s
first assistant secretary was an economist, Michael H. Moskow. While
bringing a social scientist to develop the department’s research program
might have seemed like a bold move at the time, in retrospect, many of
the issues raised by Operation Breakthrough involved market, finance, and
program issues that had more to do with economics than with engineer-
ing. Since Moskow’s tenure, most assistant secretaries of PD&R have been
trained in the social sciences rather than in engineering or other fields.

In contrast to his predecessor’s focus on building technology, Moskow’s
initial focus at HUD was on the excessive costs and abuse in HUD’s housing
production programs and on housing policy issues, relegating the build-
ing technology agenda to a secondary status. Moskow served as the head
of the National Housing Policy Review (NHPR), which was conducted
outside of PD&R but included many of the staff from both predecessor
offices and other analysts from outside HUD. The NHPR evaluated all of
the major housing subsidy programs; its analysis became the basis for the
Nixon administration’s proposals that were incorporated in the Housing
and Urban Development Act of 1974.

PD&R’s shift in focus also had significant staffing implications by
increasing the importance of training in the social sciences and reducing
the emphasis on engineering and other technical backgrounds. Moskow
established an Office of Economic Affairs, headed by a deputy assistant
secretary, which has remained the locus of economic research and policy
making. In the aftermath of the problems and scandals in several assisted
housing programs, Moskow won acceptance from program offices that
new programs and initiatives should build in an evaluation process from
the beginning.

Moskow also devoted substantial attention to community develop-
ment issues. Urban renewal was repealed in the 1974 Act, in the context of
widespread dissatisfaction from diverse political constituencies and much
critical research. It and six other categorical programs were replaced by
the Community Development Block Grant Program (CDBG). Moskow
established a program of grants to local governments to build capacity
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in managing the new block grant program. In addition, he established a
working relationship with the Neighborhood Reinvestment Task Force at
the Federal Home Loan Bank Board, providing the first federal funding for
what became Neighborhood Housing Services and then NeighborWorks.
Finally, Moskow inherited responsibility for the Annual Housing Survey
(now the American Housing Survey), which was developed during the early
1970s and first conducted in 1973.

During Moskow’s term and the terms of his immediate successors as
assistant secretary for PD&R, former Deputy Under Secretary Orlebeke
(1975-1977) and Donna Shalala (1977-1979), social scientists and research
specialists began to dominate PD&R’s staff. Under Orlebeke, PD&R
became the headquarters office with responsibility for HUD’s staff of field
economists, who were responsible for monitoring economic and social
trends in local areas and evaluating the viability of proposed FHA-insured
multifamily projects. Through the creative use of temporary positions under
Assistant Secretary Shalala in particular, the career staff was supplemented
by a large number of visiting scholars who took leave from their academic
faculty appointments to spend a year or two at HUD conducting housing
and urban policy research.

While the transition from research and technology to policy develop-
ment and research in the 1970s was quite dramatic, not all of Finger’s
attention was on technical matters. At the same time, the design and
early implementation began of what is, arguably, the most important
social science-based housing demonstration, HUD’s Experimental Hous-
ing Allowance Program, an effort to assess the possible impact of cash
payments to eligible households through a set of three experiments in 12
American cities (see Bradbury and Downs, 1981). Nor was Moskow’s
attention entirely on programmatic research. PD&R assumed oversight
responsibility for the National Institute of Building Sciences authorized in
the Housing and Community Development Act of 1974.

It was also in the post-Arab oil embargo environment of the 1970s
that PD&R took on another technology-oriented role, funded largely by
significant interagency fund transfer from the fledgling Department of
Energy. Rather than focusing on the construction process, the focus was
on alternative energy systems, such as solar, to heat and cool homes and
on cost-effective energy conservation practices. In this decade also, PD&R
began its continuing program of research on the extent of discrimination
in housing markets.

During the 1980s, PD&R’s most significant research activities con-
sisted of evaluating the new housing assistance programs enacted in 1974
(under Section 8), and in developing policy recommendations to establish
the housing voucher program, enacted as a demonstration in 1983 and a
full program in 1987. In addition, PD&R played an important role in the
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Interagency Council on Homelessness (ICH) after it was created in 1986 by
the McKinney-Vento Homeless Assistance Act. The then deputy assistant
secretary for policy development served as the second executive director
of the ICH. At the end of the decade, HUD acquired new authority to
regulate the housing finance system, in the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989. The secretary was assigned the
regulatory responsibility for Freddie Mac, paralleling his regulatory author-
ity over Fannie Mae (which dated back to its establishment as a pri-
vately owned profit-making government-sponsored enterprise in 1968). He
was also appointed ex officio to the new Federal Housing Finance Board,
which regulates the 12 Federal Home Loan Banks. PD&R was assigned the
responsibility for supporting Secretary Jack Kemp in these activities.

During the 1990s there were important additions to PD&R’s portfolio
that reflected changes in federal policy or initiatives building on its original
responsibilities. They included the following;:

e assisting the secretary and FHA commissioner in the program
regulation of Fannie Mae and Freddie Mac (primarily setting
their affordable housing goals and monitoring their performance),
assigned to HUD in the Federal Housing Enterprises Safety and
Soundness Act of 1992;

e promoting university and community partnerships through grants
and technical assistance that would be administered through a new
Office of University Partnerships (OUP);

e founding two important journals, Quarterly Housing Market Con-
ditions and Cityscape, the former based on the Federal Reserve’s
“beige book”; and

* managing a new federal interagency initiative called the Partner-
ship for Advancing Technology in Housing (PATH), dedicated to
accelerating the development and use of technologies that radically
improve the quality, durability, energy efficiency, environmental
performance, and cost of America’s housing.

PATH’s oversight was housed in PD&R’s Division of Technology Research.

In 1994 at the direction of Secretary Henry Cisneros, HUD established
the OUP to support and increase collaborative efforts with colleges and
universities through grants, conferences, and research. OUP had three
primary goals:

1. to provide funding opportunities to colleges and universities
to implement community activities, revitalize neighborhoods,
address economic development and housing issues, and encourage
partnerships;
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2. to create a dialogue between colleges and universities and commu-
nities to gain knowledge and support of partnership activities and
opportunities as well as connect them to other potential partners
and resources; and

3. to assist in producing the next generation of urban scholars and
professionals who are focused on housing and community develop-
ment issues.

Most of these activities are not research or policy development. They are
community development efforts undertaken by institutions such as property
acquisition, demolition, rehabilitation, and similar activities; construction
or reconstruction of public facilities; home ownership assistance; and local
economic development. These activities are similar to those undertaken
by local governments through the CDBG Program. Most of the programs
now administered by OUP were in fact originally administered by the much
larger Office of Community Planning and Development (CPD). Motiva-
tion for creating the new office was enactment of a new competitive grant
program in the early 1990s, the Community Outreach Partnership Centers
(COPC), that would bring the resources of colleges and universities into
the service of their communities. COPC was originally based in CPD, but
moved to PD&R because of delays in promulgating the initial guidelines.
Bringing COPC and other small programs (such as the HUD work study
program) into PD&R had more to do with PD&R’s familiarity with insti-
tutions of higher learning and its greater sensitivity to the rhythm of the
academic calendar than any other factor. Because CPD was also respon-
sible for administering multibillion dollar CDBG and homeless assistance
programs, there was concern among senior HUD officials that locating this
program in CPD might result in delays in processing applications for gradu-
ate work-study programs, which would mean that even winning colleges
and universities would not be able to count on these critical resources at
the time they needed them most, for recruiting minority and disadvantaged
students in time for the coming academic year.
Today, OUP administers eight competitive grant programs:

Alaska Native/Native Hawaiian Institutions Assisting Communities
Community Development Work Study Program

Community Outreach Partnership Centers

Doctoral Dissertation Research Grants

Early Doctoral Student Research Grants

Hispanic-Serving Institutions Assisting Communities

Historically Black Colleges and Universities

Tribal Colleges and Universities Program

PN R D=



BACKGROUND 17

OUP also administered two Universities Rebuilding America Partnerships
programs in the aftermath of Hurricane Katrina, which provided grants to
colleges and universities in the affected region during 2005. This program
is no longer active.

Of the OUP programs, only the small doctoral dissertation programs
(totaling $400,000 in grants in 2007) can be considered as research. The
Community Outreach Partnership Centers, which were last funded in 2005,
had been directed at improving local neighborhoods through job training
and assistance to new business and community development organizations.
The Community Development Work Study Program was also last funded
in 2005. The committee decided it would not be useful to review the
small doctoral dissertation programs, and most of the other OUP program
activities lie outside the committee’s mandate to review HUD’s research pro-
gram. During the mid-1990s administration, OUP’s staff demands were met
through a series of one-year term appointments reserved for a faculty mem-
ber at a land grant college or university who had experience in community
outreach at his or her home institution and wanted to spend a sabbatical
year or two heading up this new office. Thus, initially, OUP did not com-
pete for scarce permanent staff positions within PD&R. When the various
competitive work study programs were transferred from CPD to PD&R,
CPD resisted the transfer of program staff to administer these programs in
their new location. Consequently, over time, OUP began to compete for
staff resources with other divisions of PD&R. This issue loomed larger,
once the department stopped the practice of recruiting visiting scholars to
head OUP, relying instead on permanent PD&R staff, and assigning full-
time grant officers to OUP. Over time, PD&R staff has declined and OUP’s
share has become disproportionately large, relative to core functions.

CURRENT STRUCTURE

The current structure of the Office of Policy Development and Research
is shown in Figure 2-1. The office is headed by an assistant secretary for
policy development and research, supported by two administrative and sup-
port divisions; the Budget, Contracts, and Program Control Division and
the Management and Administrative Services Division. Under the assistant
secretary for policy development and research are four major line units
or offices each led by a deputy assistant secretary. These are: the Office of
Deputy Assistant Secretary for Economic Affairs (ODAS/EA), the Office of
Deputy Assistant Secretary for International Affairs (ODAS/TA), the Office
of Deputy Assistant Secretary for Policy Development (ODAS/PD), and the
Office of Deputy Assistant Secretary for Research, Evaluation, and Moni-
toring (ODAS/REM). In addition, OUP, led by an associate deputy assistant
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secretary reports directly to the assistant secretary for policy development
and research.

Given the committee’s charge to evaluate the research of PD&R (and
not to evaluate budgetary or management support functions), the majority
of this report focuses on three major offices within PD&R, which include
ten units. The three major offices are ODAS/EA, ODAS/PD, and ODAS/
REM. The work of each of these three offices is described below.

Office of Deputy Assistant Secretary for Economic Affairs (ODAS/EA)

The Office of Economic Affairs is focused primarily on the economic
aspects of housing and urban development policy. The vision of the office
is to provide:

(a) a strong in-house capacity to analyze major policy issues, particularly
those of an economic nature; (b) high-quality national and local data
on housing production, characteristics of the housing stock, social and
economic conditions in cities, and key programmatic parameters such as
FMRs; and, (c) a strong field economist organization that, through local
housing market analyses, can provide market information to HUD pro-
gram managers and support the Federal Housing Administration (FHA)
in making sound decisions on insuring sound multifamily properties. (U.S.
Department of Housing and Urban Development, 2006, p. 2)

The work of the office is currently undertaken by five divisions: the Eco-
nomic Market Analysis Division, the Housing Finance Analysis Division,
the Housing and Demographic Analysis Division, the Economic Develop-
ment and Public Finance Division, and the Finance Institutions Regulation
Division (see Figure 2-1).

The Economic and Market Analysis Division, which has six staff,
provides data and program support to help guide policy development and
operations for housing assistance programs by producing such informa-
tion as fair market rents, median family income and income limits, annual
adjustment factors, and operating cost adjustment factors used in HUD’s
assisted housing programs. The division also performs various quality con-
trol studies of HUD’s public housing and Section 8 assistance programs.
HUD?’s field economists, who report to this division, are responsible for
monitoring, analyzing, and reporting on regional and local economic and
housing market conditions.

The Housing Finance Analysis Division (HFAD), which has two staff,
conducts in-house research and oversees external research on issues related
to mortgage and capital markets. The division is principally concerned with
the operation of current and alternative systems for financing single-family
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and multifamily housing. HFAD staff study how alternative mechanisms,
institutions, and rules affect the balance between, on one hand, expand-
ing access to mortgage funds and, on the other hand, increasing the risk
of default loss and institutional insolvencies. In addition to staff work in
these areas, the HFAD staff also design, budget, and administer external
research in these areas.

The principal mission of the Housing and Demographic Analysis Divi-
sion (HDAD) is to support the production and analysis of housing data in
order to inform the department’s policy-making process. The four staff in
this division cooperate with the U.S. Census Bureau to expand the avail-
ability of statistics on housing and urban development by producing and
analyzing the American Housing Survey, the most comprehensive survey of
housing conditions in the United States. HDAD also supports other impor-
tant surveys, such as the Survey of Construction, which supplies two federal
principal economic indicators, and the Survey of New Manufactured Hous-
ing Placements. In addition, the division monitors home ownership rates,
produces the estimates of worst case needs, and publishes quarterly reports
on U.S. housing market conditions.

The Economic Development and Public Finance Division (EDPFD),
which has three staff, develops and monitors major data bases, such as the
state of the cities data, and conducts analyses related to the social and eco-
nomic condition of cities. Division staff perform analysis related to major
economic and fiscal trends, public finance, economic development, taxation,
and general economic policy as they affect housing, public-sector financing,
and community development. EDPFD is also responsible for reviewing new
rules for significant economic impact and regulatory impact.

Finally, the Finance Institutions Regulation Division, with five staff,
has contributed to HUD’s regulatory oversight of Fannie Mae and Freddie
Mac by collecting data, maintaining data bases, and conducting a variety
of research and analyses that relate to government-supported enterprises.
With the passage of the Housing and Economic Recovery Act of 2008, these
functions and the staff will soon transfer to a new independent regulatory
agency, the Federal Housing Finance Agency.

Office of Deputy Assistant Secretary for Policy Development (ODAS/PD)

The Office of Policy Development, as the name implies, engages in
policy-related research and analysis in support of the development of policy
and legislative proposals within the department. The unit’s staff is split
approximately evenly between two divisions: the Policy Development Divi-
sion (PDD) and the Research Utilization Division (RUD) (see Figure 2-1).
PDD provides advice to the secretary and other senior HUD officials on pol-
icy issues arising from the formulation of legislative and budget proposals,
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including interpretation of statutory language and regulatory responsibili-
ties. RUD is primarily responsible for the dissemination and communication
function of PD&R. By overseeing the development and maintenance of
PD&R’s website as well as by operating PD&R’s information service, HUD
USER, the division is responsible for ensuring that HUD’s data, research,
and other related products are available to their intended audiences.

Office of Deputy Assistant Secretary for Research,
Evaluation, and Monitoring (ODAS/REM)

The Office of Research, Evaluation, and Monitoring (OREM) is cur-
rently the largest office operating under the assistant secretary for policy
development and research. The mission of OREM is to “provide the highest
quality information through research, program evaluation, policy analysis,
and technical assistance to assist in decision-making regarding affordable
housing, community development, fair housing, and building technology”
(U.S. Department of Housing and Urban Development, 2006, p. 3). It
conducts research, monitoring and evaluation efforts for a wide variety of
HUD programs and activities. The work of this Office is divided into three
divisions (see Figure 2-1): the Program Evaluations Division, the Program
Monitoring and Research Division, and the Affordable Housing Research
and Technology Division.

The function of the Program Evaluation Division is to design, procure,
and manage contract research, demonstrations, and evaluations on a wide
variety of topics related to HUD’s mission. A staff of nine also conducts
in-house research and policy analysis. In recent years, studies run though
this division have included research on home ownership, assisted housing
(including public housing and Section 8), community development, crime,
economic development empowerment zones, fair housing and equal oppor-
tunity, homelessness, and housing for the elderly. Among the division’s
recent projects have been major experiments to promote self-sufficiency,
including the Moving to Opportunity for Fair Housing demonstration and
the Welfare to Work Voucher demonstration.

The function of the Program Monitoring and Research Division is
to conduct in-house and oversee external research and provide advice
and technical support to enhance the department’s capacity to perform
program monitoring. Division staff work closely with the program offices
to assemble and maintain data and information describing HUD opera-
tions. Particular areas of emphasis include public housing, Housing Choice
Vouchers, multifamily assisted housing, housing mobility, rural and Indian
housing, and geographic information systems analysis.

Finally, the focus of the Affordable Housing Research and Technology
Division (AHRTD) is planning, developing, and administering research
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and analyses related to building technologies, regulatory barriers, com-
munity development, disasters, and environmental issues. The division is
unique in PD&R because it not only conducts research, but it also manages
three major programs for the department: PATH, the America’s Affordable
Communities Initiative, and the HUD Energy Action Plan. AHRTD has
10 staff.

STAFFING AND BUDGET

Staffing

Figure 2-2 shows PD&R’s staffing levels over time. In the aftermath of
the HUD scandals in the late 1980s, the 1989 HUD Reform Act provided
PD&R with additional staff and funds for evaluation and monitoring. Con-
sequently, in 1991 the number of staff was higher than it had ever been,
144. The sharp drop in staff between 1991 and 1992 reflects a congressional
requirement to create an Office of Lead-Based Paint and Healthy Homes.
Staff assigned to this new office came out of PD&R’s ranks. Between 1991
and 1998, the number of staff employed in PD&R fell about 30 percent,
or by 43 positions. The drop in the mid-1990s occurred throughout HUD
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in general, in response to changed priorities of the new Republican-led
Congress. In 1999 an internal reorganization in HUD resulted in the depart-
ment’s field economists being assigned to PD&R, so the staff jumped from
107 to 153 staff members. In 1974 PD&R had been given headquarters
counterpart responsibility for the field economists, but they had remained
on the staffs of the field offices. However, PD&R’s staff declined again to
the low-mid 140s over the following decade. The secular decline in profes-
sional staff has necessitated a series of internal reorganizations and consoli-
dations that were not undertaken for program reasons.

Table 2-1 shows how staff changes at headquarters have affected staff-
ing levels over time across the three main research offices in PD&R: the
Office of Economic Affairs, the Office of Policy Development, and the
Office of Research, Evaluation, and Monitoring.! Reductions in staffing
have occurred across each, with the largest reductions occurring in the
1980s. Internally, within the three main offices, attrition has led to some
reorganization, including the merging of the Policy Studies Division into
the Program Monitoring Division, the abolition of the Demonstration and
Technology Divisions, as well as the reassignment of some people to the
Office of Lead-Based Paint.

Table 2-1 also shows staffing levels of the various other units: the
front office staff, management services, budget and contracts, university
partnerships, and the international division. It is noteworthy that, taken
collectively, these units in PD&R have expanded over time, in large part
due to the expansion of OUP and the Office of International Affairs. As
noted earlier, these two offices have little to do with PD&R’s core mission
of research, program monitoring, and evaluation.

Using other data supplied by HUD, the committee was also able to
examine the structure of PD&R staff by grade level over time. The commit-
tee was concerned that budget cuts and the loss of certain positions within
PD&R may have created an imbalance in the ratio of senior professional
staff to research assistants and other support staff. Because good research
assistants are able to perform a wide range of research-related tasks quickly
and at relatively low cost, they enable senior staff to work quicker and
more efficiently. Although the committee was not supplied with unique job
descriptions for each position within PD&R over time, it was able to track
the ratio of senior professional and technical staff (GS 14 and GS 15 levels)
to total PD&R staff. Table 2-2 shows the number of staff by grade and year

IThe small discrepancies between the numbers reported in Table 2-1 and those reported in
Figure 2-2 for some years are the result of counts being taken from different sources. Table 2-1
was compiled by PD&R staff from telephone directories; the data in Figure 2-2 came from
automated personnel records. It is likely that vacancies and temporary employees account for
much of the variation.
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TABLE 2-1 PD&R Staff Levels by Division

Division 1978 1989 1996 1997 2004 2006
Nonresearch
Front Office 10 14 6 9 6 8
International? —b 1 2 2 6 6
Management Services 8 8 N 4 7 4
Budget and Contracts 3 5 6 7 7 7
University Partnerships — — 2 6 7 6
Research
A/S Economic Affairs 17 5 3 4 3 3
Economic Market Analysis 2 6 4 N 6 6
Finance Institutions Regulation — — 6 7 4 5
Housing Finance Analysis N 8 4 5 3 2
Housing and Demographic Analysis 10 6 6 5 3 4
Economic Development and Public 20 7 4 5 1 3
Finance
A/S Policy Development 8 4 4 0 1
Policy Development 8 8 11 13 12 8
Research Utilization 4 8 7 7 7 8
Policy Studies® 14 6 — — — —
Demonstration? — 9 — — — —
Capacity Building 16 — — — — —
A/S Research, Evaluation, and 19 3 3 2 3 4
Monitoring
Program Evaluations 10 — 11 14 10 10
Program Monitoring and Research — — 8 9 11 12
Housing and Community Studies® 13 12 — — — —
Affordable Housing Research and 19 17 6 6 8 10
Technology”
Community Conservation 13 — — — — —
Total, nonresearch staff 21 28 21 28 33 31
Total, research staff 178 99 80 86 71 76

“Most years, the International Division was not separate.

b Indicates that the division did not exist.

“After considerable attrition, the Policy Studies Division staff were folded into the Monitoring
Division.

dAfter considerable attrition, the Demonstration Division staff were assigned to various other
divisions.

°The Housing and Community Studies Division was divided into the Evaluation and Monitor-
ing Divisions.

The Technology Division lost staff and function to the newly created Office of Lead-Based
Paint.

SOURCE: Unpublished data from HUD, Office of Policy Development and Research.
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TABLE 2-2 PD&R Staffing Levels by Grade by Year (excludes field
economists)

Grade Level
Period GS 5-7 GS 8-11 GS 12-13 GS 14 GS 15
1991-1992 24 26 28 39 27
1992-1993 19 22 22 34 25
1993-1994 17 17 26 34 25
1994-1995 16 15 27 36 22
1995-1996 16 15 27 31 22
1996-1997 14 15 23 32 22
1997-1998 13 15 22 33 22
1998-1999 13 14 21 33 20
1999-2000 12 14 28 36 23
2000-2001 10 13 33 35 25
2001-2002 6 21 28 38 22
2002-2003 7 19 27 37 21
2003-2004 9 16 22 38 22
2004-2005 9 19 22 39 23
2005-2006 8 12 19 35 27
2006-2007 9 13 27 37 27

SOURCE: Unpublished data from HUD, Office of Policy Development and Research.

for headquarters staff. The number of senior staff has remained relatively
constant over the past 5 to 10 years (31 to 39 at GS 14 and 20 to 27 at
GS 15) while the number of staff at lower grades has declined significantly.
Consequently, the ratio of senior to junior PD&R staff is currently close to
historically high levels.

The committee also investigated the educational levels of PD&R staff
over time, with information from HUD that was drawn from the employee’s
last job application. Although the percentage of PD&R staff who have
bachelor’s degrees has remained relatively constant over time, in the last
10 years there has been an increase in the percentage of staff with at least
a master’s degree and a decrease in the percentage of staff with doctorate
degrees.

To better understand the level of qualifications and experience of PD&R
professional staff, the committee developed a short questionnaire that was
sent to all headquarters staff in the offices of economic affairs, policy devel-
opment, and research, evaluation, and monitoring. About 70 percent of
employees surveyed responded to the questionnaire. A comparison of the
distribution of respondents by office and grade level with data supplied by
HUD confirmed that the sample contained a reasonable range of PD&R
employees.
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The PD&R staff who responded to the questionnaire boast a range of
professional backgrounds and experience. Their training spans many differ-
ent fields, including economics, statistics, urban development or planning,
political science, history, sociology, geography, engineering, information
management, mathematics, and anthropology. Many respondents are also
active professionally in their respective fields: 56 percent had given at least
one presentation at a professional meeting within the last 3 years while
more than 60 percent had attended at least one professional meeting in the
last 3 years (several reported that limited funding restricted their ability
to attend meetings). Fully 50 percent have published four or more profes-
sional publications during their careers, and 28 percent have published 10
or more.

Because one of the critical roles of PD&R is the procuring and moni-
toring of research, the committee was interested to know what percentage
of responsible staff have any background or training in research method-
ology in order to make informed decisions about research design. More
than half of employees—358 percent—reported that they had four or more
graduate courses in some aspects of research methodology. However, few
staff reported having any exposure to statistics or methodological training
at the graduate level.

Much has been written about how the United States is at the front edge
of a massive and important shift in the demographic composition of the
population with the oldest of the baby boom generation now approaching
retirement. The challenges of an aging workforce are particularly pressing
in the federal government. Thus, a concern for PD&R with respect to staff-
ing, which is true throughout the department, has to do with the challenges
of recruiting, developing, and retaining a quality workforce in the face of
population aging.

Table 2-3 shows the number of PD&R staff eligible for various types of
retirement benefit for various years. In 1993-1994, 40 percent of the office’s
workforce was eligible for some form of retirement, although only 6 percent
of the workforce was immediately eligible to receive full benefits. The other
members of PD&R who were eligible in 1993 were eligible for retirement
with less than full benefits: either eligible for early retirement with reduced
benefits or eligible to take a buyout linked to 25 years of service or age 50
and 20 years of service.

The picture both with regard to the number of staff eligible for some
form of retirement and the level of retirement that they are currently eli-
gible for has changed remarkably over the past 15 years (see Figure 2-3).
As the workforce has aged in place, the percentage of staff eligible for early
retirement has fallen from 32 percent in 1993 to 11 percent in 2006, while
the percentage of the workforce eligible for normal retirement, i.e., with
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TABLE 2-3 PD&R Staff Eligible to Retire, by Year

Total Median Median Eligible for Retirement®
Period? Employees Ageb Service?  Immediate? Early® Normal/  Total
1991-1992 144 47.5 19.2 3 0 6 9
1992-1993 122 47.3 19.3 2 0 7 9
1993-1994 119 47.7 20.0 2 38 7 47
1994-1995 116 47.8 21.2 2 48 8 58
1995-1996 111 48.6 21.5 3 52 7 62
1996-1997 106 49.9 22.6 4 50 13 67
1997-1998 105 50.6 23.5 2 52 14 68
1998-1999 101 51.7 24.8 2 45 23 70
1999-2000 153 S1.S 24.0 3 50 40 93
2000-2001 157 51.4 23.6 3 46 42 91
2001-2002 144 51.8 24.1 4 39 41 84
2002-2003 148 52.1 23.8 4 32 45 81
2003-2004 144 53.3 20.6 6 28 46 80
2004-2005 141 53.3 18.4 7 20 46 73
2005-2006 142 52.8 17.3 7 18 46 71
2006-2007 142 521 16.5 8 15 48 71

9The periods correspond closely to fiscal years.

bMeasured at the start of the period.

“Measured at the end of the period. For example, if someone starts the year eligible for early
retirement and is eligible for normal retirement by the end of the year, the person is recorded
as eligible for normal retirement.

4Eligible to retire immediately but with reduced benefits.

Essentially eligible to take a buyout: 25 years of service or age 50 and 20 years of service.
ICan retire with no reduction in retirement benefits.

SOURCE: Unpublished data from HUD, Office of Policy Development and Research.

no reduction in Federal Employees Retirement System benefits, has risen
from 6 percent in 1993 to 34 percent in 2006. Just since the committee
began its work, five senior PD&R staff in headquarters with more than
150 combined years of work experience at HUD have retired. In addition,
three field economists with 90 combined years of service at HUD have
also retired in the last year. These losses, together with other impending
losses of expertise and institutional memory due to further impending
retirements, are considerable, and the committee is concerned about the
ability of PD&R to continue to provide consistently sound policy advice
and research without ensuring that high-quality replacements are able to
be recruited and retained.
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FIGURE 2-3 Percentage of PD&R professional staff eligible for various forms of
retirement.
SOURCE: Unpublished data from HUD, Office of Policy Development and
Research.

Budget

Whether under Democratic or Republican Presidents or congressional
majorities, resources have always been tight for PD&R. Table 2-4 and
Figure 2-4 provide a picture of PD&R’s budget in both nominal and real
terms over the past 35 years. Real values are expressed in 2006 dollars.
Figure 2-4 shows the trend in funds appropriated for research and technol-
ogy over time. The figure shows a large decline in the level of funding in
real terms from the 1970s. PD&R funding hit historically low levels in the
mid-1980s, rose slightly in both nominal and real terms in the 1990s, and
appears to be holding steady since then.

The analysis of any government department’s budget is complicated,
however, because of the need to keep straight the differences between
authorizations, obligations, appropriations, and outlays; to be cognizant
of rescissions and other adjustments; and to factor into any analysis such
things as forward funding, specific earmarks, or other obligations. For
example, after adjusting for rescissions, the research and technology budget
rose in 2006 to $55.79 million, which on paper appears to represent an
increase in approximately $10 million over the 2005 allocation of $45.1
million. However, the 2006 budget came with a $20.4 million (later $20.2
million, following a rescission) earmark for OUP. Although fiscal 2006
looks like a year in which research and technology funding went up, in fact,
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TABLE 2-4 Research and Technology Budgets 1990-2007 (in thousands
of dollars)

Nominal Real”
Non-PATH Non-PATH
PATH R&T PATH R&T
Year Appropriation OUP R&T (OUP removed) R&T (OUP removed)
1990 20,426 20,426 31,506
1991 28,500 28,500 42,185
1992 25,000 25,000 35,923
1993 23,250 23,250 32,437
1994 36,500 36,500 49,652
1995 41,719 41,719 55,187
1996 34,000 34,000 43,686
1997 34,000 34,000 42,707
1998 36,500 36,500 45,144
1999 47,500 10,000 37,500 12,101 45,378
2000 45,000 10,000 35,000 11,707 40,976
2001 53,382 9,978 43,404 11,358 49,409
2002 50,250 8,750 41,500 9,805 46,506
2003 46,694 7,451 39,243 8,164 42,997
2004 46,723 7,456 39,267 7,957 41,907
2005 45,136 6,944 38,192 7,066 39,526
2006 55,786 20,394 4,950 30,442 4,950 30,442
2007 50,087 20,394 29,693 28,884

9In 2006 dollars.
SOURCE: Unpublished data from HUD, Office of Policy Development and Research.

due to the OUP earmark, less money was available for PD&R in 2006 to do
policy work, contract research, and data collection than was available the
previous year. Table 2-4 highlights the intense budget pressure that PD&R
has been under, particularly over the last several years. For example, in
2006, the budget available for PATH-related research was less than half
of what it had been in 2000, while the non-PATH-related portion of the
research and technology budget fell by more than 40 percent between 2001
and 2006.

Compounding the recent budget crunch felt by PD&R is the fact that a
substantial proportion of the office’s budget is immediately spoken for every
year for such activities as funding the American Housing Survey (AHS), the
monthly surveys of housing construction and related activity (see Chap-
ter 7), and other surveys, and providing various support services for the
Office of University Partnerships, HUD USER, and the Regulatory Barriers
Clearinghouse. PD&R typically refers to these expenses as “fixed costs,”
although in reality the office has some discretion in how the obligations
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are fulfilled. Nevertheless, a very sizable proportion of the research and
technology budget is going directly to support important but nonetheless
quite expensive data collection activities, leaving few resources available to
fund PD&R’s research, evaluation, and policy studies.

Table 2-5 shows the trend in these PD&R costs for 2000-2006. The
table is based on obligations rather than appropriations. As noted above,
while costs reflect expenses associated with activities that have to be under-
taken, PD&R does have some flexibility each year regarding the level at
which each of these activities is funded. Consequently, these costs do not
rise uniformly over time with inflation but bounce around somewhat,
reflecting, among other things, the priority PD&R assigns to a particu-
lar task from year to year. Nevertheless, the rising cost of dissemination
activities, together with the rising cost of data collection, has resulted in
less money being available for non-PATH-related research.

To understand the extent to which the budget crunch has constrained
the office’s ability to commission high-quality, timely, and useful research,

TABLE 2-5 Research and Technology Obligations for Selected PD&R
Functions (in thousands of dollars)

Year Dissemination? Surveys? Non-PATH External Research® PATH
2000 3,924 16,897 16,425 8,331
2001 3,530 23,777 18,187 7,779
2002 5,324 24,987 12,243 6,842
2003 5,992 23,899 8,734 3,854
2004 5,180 28,266 11,152 6,273
2005 4,404 26,244 8,379 7,745
2006 5,004 20,350 4,716 3,0084

NOTE: Excludes obligations for international activities funded from the U.S. Agency for
International Development.

9Includes OUP Clearinghouse, HUD USER Clearinghouse, Regulatory Clearinghouse, and
PATH dissemination obligations.

bIncludes obligations for all surveys funded through the budget: AHS, Survey of New Home
Sales and Housing Completions, Survey of Market Absorption of New Multifamily Units,
Survey of New Manufactured (Mobile) Homes Placements, Low Income Housing Tax Credit,
Residential Finance Survey.

“Net research and technology funding for contracts, cooperative agreements, and interagency
agreements (excludes obligations for surveys [e.g., AHS] and support [e.g., HUD User]).

4n FY2006 R&T appropriations, Congress specified that the money set aside for PATH be
shifted to the Office of Housing. The money was administered by the Office of Housing, but
under the substantive supervision of PD&R staff. There may be some question as to whether
these FY2006 PATH funds were obligated by Housing or PD&R. Since they were appropriated
to PD&R’s R&T account, for consistency’s sake we include these funds as PD&R obligations
as well.

SOURCE: Unpublished data from HUD, Office of Policy Development and Research.
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the committee asked PD&R for data on the amount of funding that it was
able to make available for non-PATH-related external research by year.
Table 2-6 provides these data over time. The figures were developed from
hard-copy procurement summaries: Essentially, the data show what was
placed under contract (or cooperative agreement or interagency agreement)
less what was obligated for surveys and support.

The data show a dramatic decline in funding available for external
research between 1999 and 2007, both as a result of a decline in the dis-
cretionary funding from the research and technology budget and a decline
in funding from other sources. In 2007, the total amount of funds obligated
for non-PATH-related external research was one-third of what it had been
in 1999. For a department that spends more than $36 billion of taxpayer
money each year on a variety of housing and community development pro-
grams, there is virtually no money available to the one quasi-independent
office in the agency charged with evaluating how these program funds are
spent, assessing their impact, and researching ways to make programs more
efficient and effective.

TABLE 2-6 Funds Obligated for External Research, by Year and Source
of Funds (in thousands of dollars)

Year R&T Funding Other Funding Total

1999 26,198 17,360 43,558
2000 24,756 22,511 47,267
2001 25,966 14,476 40,442
2002 19,085 14,780 33,865
2003 12,588 8,403 20,991
2004 17,425 12,983 30,408
2005 16,124 9,548 25,672
2006 7,724 8,273 15,997
2007 5,465 9,384 14,849

NOTE: The figures are estimates developed by PD&R staff from hard-copy procurement sum-
maries. They show what was placed under contract, cooperative agreement, or interagency
agreement less what was obligated for surveys and support. Prior to 1999, it appears that the
hard-copy records identify only research and technology procurements, while records since
1999 also reflect research procurement using salaries and expenses money as well as pro-
gram funds. In 2000, there was a special appropriation to PD&R of $10 million for Central
American hurricane relief, which is not reflected here. In the fiscal 2006 research and technol-
ogy appropriations, Congress specified that the money for PATH be shifted to the Office of
Housing. The money was administered by the Office of Housing but under the substantive
supervision of PD&R staff. Since the funds were appropriated to PD&R’s research and tech-
nology account, for consistency’s sake we include these funds as PD&R obligations. Figures
for 2007 are budgeted amounts, and no funding for PATH is included.

SOURCE: Unpublished data from HUD, Office of Policy Development and Research.



Evaluation of External Research

INTRODUCTION

Much of the research agenda of PD&R is carried out by outside
research organizations that are selected and funded to conduct specific
studies. This chapter assesses the quality, timeliness, and usefulness of this
external research. Following a brief overview of the processes used to select
and supervise external research organizations, the chapter delineates three
broad categories of research—Ilarge-scale, high-impact research studies;
intermediate-scale policy and program studies; and small-scale exploratory
studies—and defines criteria for evaluating studies in each category. The
chapter then addresses each category in turn, first evaluating individual
studies in the category and then assessing the overall portfolio of research
projects in the category. Following these assessments, the chapter discusses
PD&R’s overall agenda-setting process and the overall agenda for external
research. The final section presents the committee’s conclusions and recom-
mendations for external research.

Funds obligated for external research averaged about $30.3 million
between 1999 and 2007, ranging from a high of $47.2 million in 2000
to a low of $14.8 million budgeted for 2007 (see Table 2-6 in Chapter 2).
Most of this funding comes from research and technology appropriations to
PD&R, but additional funding for external research is sometimes provided
from either salaries and expense appropriations or program appropriations
to other offices in HUD. Research and technology funding obligated for
external research dropped precipitously in 2002 and again in 2006.

PD&R staff members, working with representatives from other offices

33
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of HUD, select the topics, define the research questions to be addressed,
determine the basics of the methodology to be implemented, and estimate
the likely cost of the research. Generally, a research organization is selected
competitively by a panel of HUD staff to conduct each study, often through
a formal request for proposals and a structured ranking and selection
process. The organizations that compete for and conduct PD&R-funded
research include for-profit firms, nonprofit research organizations, and
(sometimes) academic institutions.! Recently, competition for many studies
has been limited to small businesses.

Once a contractor has been selected, PD&R staff monitor progress and
performance and review the research products. Almost all of the studies
funded by PD&R produce reports that are made available to the public.
Most of these reports are published in hard copy by PD&R and dissemi-
nated through HUD USER. Exceptions include papers funded by small
grants (discussed further below), which are intended for publication in
journals, and studies that PD&R did not initiate but provided partial fund-
ing for, which are usually published by other sponsors. In addition, a small
number of external research projects yield findings or reports that PD&R
decides cannot be released because of poor quality.?

PD&R’s standard contract allows the funded research organizations to
publish results independently once a study has been completed and follow-
ing a set embargo period.?> Consequently, in addition to HUD publications,
PD&R-funded research appears in academic journals, conference presen-
tations, book chapters, policy briefs, opinion pieces, and congressional
testimony.

TYPES OF EXTERNAL RESEARCH AND
CRITERIA FOR EVALUATION

Three basic types of research studies form part of a comprehensive,
policy research agenda: large-scale, high-impact studies; intermediate-scale

Tn some cases, PD&R has awarded “indefinite quantity contracts” to several research
organizations (selected competitively), which are then tapped for specific, quick-turnaround
research projects.

2PD&R staff identified seven studies funded in recent years that were not published for this
reason. In some cases, PD&R staff made revisions themselves and produced a releasable report
despite the fact that the contractor’s report was deemed unsatisfactory.

3Final scopes of work typically include the following language: “Contractors may not pub-
lish a report based on this study or otherwise disclose the contents of research reports prepared
under this contract to the public for three months following the formal submission of the
final report, unless the contracting officer has given written permission. After the three-month
period, the Contractor who wishes to publish shall include a clear notice that the research
was performed under a contract with the Office of Policy Development and Research, U.S.
Department of Housing and Urban Development.”
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policy and program studies; and small-scale, exploratory studies. Although
these categories of research overlap and the boundaries between them are
not always distinct, it is useful to think about PD&R’s sponsored research
in this framework.

Large-Scale, High-Impact Studies

Large-scale, high-impact studies address major enduring policy ques-
tions that matter to the public, Congress, and the HUD secretary. Such
studies are typically costly (often over $1 million) and take more than a
year (sometimes several years) to complete. But more important than their
size is the fact that studies in this category are designed and implemented
to address fundamental questions about the need for and effectiveness of
public interventions—questions that span administrations and help shape
long-term public policy development.

Important examples of PD&R-funded research of this type include three
national studies of the incidence of discrimination against racial and ethnic
minorities searching for housing in urban areas. These studies, conducted in
1977, 1989, and 2000, pioneered the use of the “paired-testing” methodol-
ogy. Other important examples of PD&R-funded research in this category
include the Moving to Opportunity for Fair Housing (MTO) demonstra-
tion and the Jobs-Plus demonstration. Both of these studies implemented
rigorous, controlled experimental designs to assess the effects of housing
interventions on resident self-sufficiency. MTO, which is ongoing, measures
the effects of providing vouchers that require low-income families to relo-
cate to low-poverty neighborhoods (Orr et al., 2003). Jobs-Plus measures
the effects of delivering intensive employment assistance and incentives to
residents of public housing developments (Bloom et al., 2005).

Intermediate-Scale Policy and Program Studies

Moderate-scale studies address significant (but more immediate) issues
of program design and implementation or market trends and conditions.
Though less costly than the multiyear high-impact projects, these studies
still involve substantial investments, often costing hundreds of thousands
of dollars and requiring a year or more to complete.

PD&R has funded many studies in this category. One example esti-
mated the number, characteristics, and risk profile of potential homeown-
ers (Galster et al., 1996). This study was the first to use the federal Survey
of Income and Program Participation to analyze who among the pool of
renters might become homeowners if various conditions were changed by
public policies, and how that, in turn, might change the profile of mortgage
default risk. Another example was a study of metropolitan areas across the
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country where the federal housing voucher program is administered region-
ally, or at least across several jurisdictions (Feins et al., 1996). The latter
study identified examples of regional voucher administration, described the
historical and policy circumstances that led to it, documented how regional
administration was carried out, and assessed potential strengths and weak-
nesses of regional administration.

Small-Scale, Exploratory Studies

Small, exploratory studies investigate new issues, expand the use of
new data sets, or engage new researchers. Studies in this category typically
cost under $100,000 and are completed within 1 year. Given their relatively
small size, they may be quite narrowly focused or provide only preliminary
answers, but they can also extend the scope of a policy research agenda into
new issue areas or explore innovative methodologies.

Beginning in 1997, PD&R initiated “small grant competitions,” inviting
researchers to suggest studies around a broad policy theme. Two of these
competitions related to the mortgage purchase activities of Fannie Mae
and Freddie Mac, and a third explored the topic of socioeconomic change
in cities. In 2003 PD&R instituted a different method for securing smaller-
scale scholarly research on specific topics relevant to HUD assisted housing
programs: the “research cadre.” In this program, PD&R authorized a private
contractor to perform all tasks necessary to select and fund a cadre of as
many as 20 social science researchers capable of conducting policy research
and analysis using HUD’s program administrative data as well as data from
other sources. HUD episodically provides the contractor with research topics,
and the contractor authorizes a member of the cadre to conduct the work
and provides appropriate oversight and project management.

Criteria for Evaluation

Studies in all three categories should meet a common set of evaluation
criteria: (1) relevance and importance of the topic; (2) rigor and appropri-
ateness of methodology; (3) timeliness; (4) qualifications of the research
team; and (5) quality of the research products. The specifics of these five
basic criteria differ somewhat across the three categories of study; Table 3-1
details those differences.

LARGE-SCALE, HIGH-IMPACT RESEARCH STUDIES

Over the last decade, PD&R has sponsored a small number of very
high-quality research initiatives that have rigorously addressed major policy
issues of importance to the nation. All four that have produced interim or
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final results are described here, applying the evaluation criteria in Table
3-1: (1) the 2000 Housing Discrimination Study (HDS-2000); (2) the MTO
demonstration, which evaluates the effects of assisted housing mobility; (3)
the evaluation of the effectiveness of housing vouchers for welfare families;
and (4) the Jobs-Plus demonstration, which evaluates the effects of work
incentives and supports for public housing residents. In addition to evaluat-
ing the quality of these individual, high-impact studies, this section assesses
the mix of studies sponsored over the years and the extent to which this
mix addresses the information needs of HUD and the larger housing and
urban development policy community.

The 2000 Housing Discrimination Study

Since the 1960s, advocates for fair and open housing have used a
technique called paired testing to detect and reveal discrimination by real
estate and rental agents. In a paired test, two individuals—one white and
the other minority—pose as equally qualified home seekers. Both testers
are carefully trained to make the same inquiries, express the same prefer-
ences, and offer the same qualifications and needs. From the perspective of
the housing provider they visit, the only difference between the two is their
race or ethnicity, and they should therefore receive the same information
and assistance. Systematic differences in treatment—telling the minority
customer that an apartment is no longer available when the white customer
is told he could move in next month, for example—provide powerful evi-
dence, easily understandable by the general public, of discrimination that
denies minorities equal access to housing.

When a large number of consistent and comparable tests are conducted
for a representative sample of real estate or rental agents, the results con-
trol for differences between white and minority customers, and directly
measure the prevalence of discrimination across the housing market as a
whole. PD&R recognized the potential of the paired testing methodology
as a research tool and has used it to monitor the incidence of housing dis-
crimination nationwide at roughly 10-year intervals.

The 1977 Housing Market Practices Study provided the first solid esti-
mates of the prevalence of discrimination against African American home
seekers (Wienk et al., 1979) and helped build the case for strengthening the
enforcement of federal fair housing protections in the 1988 Fair Housing
Act Amendments. The 1989 Housing Discrimination Study extended those
initial national estimates to cover Hispanics and concluded that overall lev-
els of adverse treatment against African Americans had remained essentially
unchanged since 1977 (Turner, Struyk, and Yinger, 1991). Most recently,
HDS-2000 reported the change since 1989 in discrimination against African
Americans and Hispanics and up-to-date estimates of the incidence of dis-
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crimination, including the first national estimates of discrimination against
Asians and Pacific Islanders and the first rigorous estimates of discrimina-
tion against Native Americans searching for housing outside of native lands
(Turner et al., 2002b; Turner and Ross, 2003a, 2003b).

Funding for HDS-2000 was allocated by Congress from annual appro-
priations to the Fair Housing Initiatives Program, and PD&R was assigned
responsibility for study design and selection of the research team. The
request for proposals (RFP) envisioned three phases of paired testing,
with the first phase focusing on estimates of change in the incidence of
discrimination against African Americans and Hispanics in metropolitan
areas nationwide and subsequent phases focusing on other minority groups
or nonmetropolitan communities. In addition, the RFP called for a sample
design that would both measure change at the national level and provide
reliable estimates of the incidence of discrimination for individual metro-
politan areas. PD&R selected a team led by the Urban Institute to con-
duct HDS-2000. This team included staff and consultants who had been
involved in previous paired testing studies and had extensive expertise in
fair housing issues, the paired testing methodology, sampling methodolo-
gies, and management of large-scale field data collection.

Each of the study’s three phases involved selection of a representative
sample of metropolitan areas in which testing was conducted, selection of
representative samples of advertised housing units in these metropolitan
areas, highly standardized paired testing protocols, and rigorous statisti-
cal analysis. Reports for each phase were published by HUD, and include
complete documentation of sampling and statistical procedures and paired
testing protocols (Turner et al., 1991, 2002b; Turner and Ross, 2003a,
2003b). Findings from HDS-2000 have been presented at academic and
practitioner conferences, and summarized in several book chapters and
journal articles.

Assisted Housing Mobility

Authorized by Congress in 1992, the MTO demonstration provided
tenant-based rental assistance and housing search and counseling services
to families living in high-poverty public and assisted developments, in
order to assess the effects of neighborhood conditions on educational and
employment outcomes. MTO was inspired by findings from the Gautreaux
demonstration, which provided special-purpose vouchers to enable African
American families (who either lived in public housing or were eligible for
it) to move to predominantly white or racially mixed neighborhoods in
the city of Chicago and surrounding suburban communities. This program
was designed as part of the court-ordered legal remedy for systematic dis-
crimination and segregation of Chicago’s public housing program. Research
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on Gautreaux families suggested that many of the families who moved to
suburban neighborhoods and stayed there experienced substantial benefits
over time.

PD&R convened a panel of academics, policy experts, and practitioners
to help develop the basic demonstration design for MTO. MTO’s experi-
mental design randomly assigned eligible families, who volunteered to par-
ticipate, to one of three groups. The experimental group received Section 8
certificates or vouchers usable only in low-poverty census tracts (defined
as under 10 percent poor in 1990) and assistance in finding a unit and
moving. The comparison group received regular Section 8 certificates or
vouchers, which had no geographical restrictions and which did not pro-
vide search assistance. A control group continued to receive project-based
assistance.

PD&R then competitively selected a contractor (Abt Associates, Inc.)
to manage the demonstration operations, including baseline data collec-
tion, random assignment, monitoring counseling operations, and track-
ing household outcomes. The Abt Associates team was well qualified for
this assignment, consisting of sampling and survey specialists, experts in
experimental design demonstrations, and staff with extensive experience in
the operations of public housing agencies and the voucher program. Dur-
ing the early years of the demonstration, small grants were also awarded
competitively to academic researchers in the demonstration sites who
proposed innovative, exploratory studies of the relocation and neighbor-
hood adjustment process. These grants engaged a pool of distinguished
academics from fields other than housing in the ongoing demonstration
research effort. In 1999, PD&R issued an RFP for an interim evaluation
of demonstration impacts. This contract was awarded to a team led by
Abt Associates, but also including researchers from the Urban Institute
and the National Bureau of Economic Research (NBER). Members of this
research team secured substantial additional funding from foundations
and the National Institutes of Health for the interim evaluation. Finally, in
2006, PD&R issued an RFP for a final evaluation of MTO. This contract
was also awarded to NBER.

Both the interim and final evaluations use a combination of admin-
istrative data and follow-up surveys of experimental, comparison, and
control households. They rigorously measure MTO “treatment” effects
by comparing outcomes for experimental, comparison, and control groups
over time. The interim evaluation results are fully documented in a report
by Abt and NBER researchers published by HUD (Orr et al., 2003). In
addition, numerous site-specific studies using a range of data collection and
analytic methods have been conducted and continue to be conducted with
foundation funding. This research has been published in numerous working
papers, policy briefs, a book, and academic journal articles. Links to most
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of the published studies and reports are provided on a website (http://www.
mtoresearch.org).

To date, the evaluation research has found that the MTO treatment
enabled families to move to dramatically safer neighborhoods with lower
poverty rates and more neighbors who are working. However, most of these
neighborhoods are majority-minority and located within central city juris-
dictions. The MTO treatment has resulted in significant improvements in
the physical and mental health of women and girls. However, no significant
gains in employment, earnings, or educational outcomes were found across
the five demonstration sites, and delinquent behavior among boys appears
to have increased among experimental families. All of these outcomes are
currently being reassessed as part of the final evaluation, which should be
completed by 2010.

Housing Vouchers for Welfare Families

In 1999 Congress passed a special appropriation of housing vouchers
for a demonstration initiative targeted specifically to families making the
transition from welfare to work. Public housing agencies were competitively
selected to participate in this demonstration, based on locally designed
strategies for coordinating housing assistance with welfare reform and
welfare-to-work initiatives. The appropriation for this Welfare to Work
Voucher cemonstration provided a 1 percent set-aside for evaluating the
effect of housing assistance on welfare families under the demonstration.

From the outset, PD&R planned a random assignment, experimen-
tal design methodology for this demonstration. First, a contractor was
competitively selected from among existing indefinite quantity contract
holders to develop the evaluation methodology, design and conduct random
assignment of applicants, develop data collection methods and instruments,
and conduct baseline data collection. Then a separate RFP was issued to
select a contractor to implement the full evaluation methodology, includ-
ing all post-test data collection and analysis. Abt Associates, Inc. won
both of these competitive procurements. The Abt team was extremely well
qualified to conduct the welfare voucher evaluation; the company had staff
with long-standing expertise in the voucher program, random assignment
demonstrations, sampling and statistical procedures, survey design and
implementation, and administrative data collection. This team designed
and implemented a rigorous evaluation methodology, which made excellent
use of both household survey data and administrative data on individual
demonstration participants. Abt researchers were simultaneously involved
in the MTO evaluation and in a panel survey of public housing families
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relocating from HOPE VI* developments, and they were able to incorporate
methods and lessons from these initiatives into the design of the Welfare to
Work Voucher demonstration and evaluation.

Abt Associates completed two major reports on the Welfare to Work
Voucher demonstration—an interim report to Congress in 2004 (Patterson
et al., 2004) and a final report in 2006 (Mills et al., 2006). These were both
published by PD&R. The findings from these studies provide important
new evidence on the effects of housing voucher receipt on key outcomes for
welfare families. Specifically, the evaluation found that receiving a housing
voucher resulted in small improvements in neighborhood conditions among
welfare families, enabled welfare mothers and their children to live indepen-
dently rather than doubling up or living in multigenerational households,
dramatically reduced the incidence of homelessness, and increased spending
on food. The research also found that receiving a voucher initially reduced
recipients’ employment and earnings, but after a year or two this negative
effect disappeared: over a 3.5-year period, there was no significant effect
of voucher receipt on employment and earnings. These findings, and the
details of the demonstration design and evaluation methods, are fully docu-
mented and clearly explained in the HUD reports. To date, findings from
this research have not appeared in academic journals or books.

Work Incentives and Supports in Public Housing (Jobs-Plus)

In the mid-1990s, as debates over welfare reform were under way,
representatives from the Rockefeller Foundation and the Manpower Dem-
onstration Research Corporation (MDRC) approached the PD&R assis-
tant Secretary to explore ideas for promoting work and self-sufficiency in
public housing developments where unemployment and rates of welfare
receipt were extremely high. Together, the three organizations developed
the basic framework for the Jobs-Plus demonsration, which was ulti-
mately implemented in randomly selected public housing developments
in five cities, with randomly selected comparison developments in each
city to allow for rigorous estimates of the impact of saturation services
and incentives. Jobs-Plus was designed to test the impact of a saturation
intervention that included work incentives, employment services, and
community supports for work on employment and earnings among pub-

4Launched in 1992, the HOPE VI Revitalization of Severely Distressed Public Housing
Program replaces severely distressed projects with redesigned mixed-income developments and
provides housing vouchers to enable the original residents to rent apartments in the private
market. It is the department’s most extensive effort to address the problems in some public
housing projects and to reduce concentrations of poverty.
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lic housing residents and on employment rates and community health in
public housing developments.

Because the concept and design of Jobs-Plus were jointly developed
and the Rockefeller Foundation was providing substantial funding, PD&R
entered into a sole-source, cooperative agreement with MDRC for all phases
of the demonstration design, implementation, monitoring, and evaluation.
MDRC was well qualified for this role. Although the organization did
not have experience with federal housing programs, it had an outstanding
track record of designing and implementing controlled experimental design
demonstrations of welfare and employment initiatives. The project staff
included well-qualified statistical, sampling, and survey methodologists and
experts in administrative data assembly and analysis, as well as personnel
with extensive experience in the implementation of demonstration initia-
tives, and the evaluation design for the demonstration implemented creative
methods for using administrative data on residents of both treatment and
control sites from before and after the intervention to rigorously measure
the impact of “saturating” public housing developments with services and
incentives.

Over roughly a decade, MDRC published 11 formal reports on Jobs-
Plus design, implementation, and results, culminating in a final report on
the demonstration’s impacts on employment, earnings, and neighborhood
health (Bloom et al., 2005). MDRC researchers have also published sev-
eral journal articles on the evaluation design and findings. The MDRC
research concludes that, when effectively implemented, the Jobs-Plus model
(combining work incentives, employment services, and community sup-
ports for work) results in significant increases in individual earnings. These
earnings gains stem in part from increased employment rates, but also
from increased hours and wages among working adults. Despite the gains
in earnings, however, Jobs-Plus had no measurable effects on the overall
employment rate in the targeted projects or on other indicators of commu-
nity health or quality of life.

Assessment of the Overall Portfolio of High-Impact Research Studies

Although PD&R has conducted very high-quality studies of this type,
the mix of PD&R-funded research includes too few of the ambitious, large-
scale studies that answer fundamental questions of impact and effectiveness.
This has been true throughout PD&R’s history, and only four or five studies
sponsored since 1997 fall into this category: those discussed above and
possibly a recently initiated evaluation of housing counseling.> Only two of

SWith increasing interest in counseling by both the administration and Congress and large
percentage increases in funding, PD&R initiated an evaluation of HUD-approved counsel-



44 REBUILDING THE RESEARCH CAPACITY AT HUD

these (the MTO evaluation and the housing counseling study) are currently
under way and, based on information provided by PD&R, no new large-
scale, high-impact research studies appear to be in the planning stages.

Over the past decade, PD&R has missed some critical opportunities
to launch rigorous studies on high-priority policy issues. For example, in
1996, Congress authorized HUD to conduct a Moving to Work (MTW)
demonstration, which allowed a small number of public housing agencies
unprecedented flexibility by granting waivers of federal statutes and rules
related to the Public Housing and Housing Choice Voucher programs (P.L.
104-134, 204). Participating agencies had the opportunity to design and
test new approaches to reducing program costs, encouraging economic
residents’ self-sufficiency, and increasing the housing choices of low-income
families. Although Congress mandated that MTW be evaluated, PD&R
did not insist on building a rigorous evaluation into the design of the dem-
onstration. In part, this was because PD&R had already committed sub-
stantial resources to public housing demonstrations (including MTO and
Jobs-Plus, discussed above) and lacked the resources to launch another. In
addition, the participating housing agencies in MTW were extremely vocal
in insisting that the demonstration was intended to give them flexibility
and independence, not more data collection and evaluation burdens. The
Office of Public and Indian Housing supported this argument and joined
in opposition to a formal research demonstration.

Instead, the Office of Public and Indian Housing used resources of
its own to contract for an assessment of MTW (Abravanel et al., 2004).
While useful, this assessment did not establish control groups, require
baseline data collection, or rigorously measure impact or effectiveness.
In fact, because of delays in the adaptation of HUD’s primary system for
collecting and maintaining data on public housing residents and voucher
recipients, no consistent data on resident outcomes were collected across
the MTW sites.

Over the last several years, HUD has advanced several public housing
and voucher reform proposals, arguing that some form of flat or “stepped”
rents (rather than the current percent-of-income formula) would create
incentives for assistance recipients to get and keep jobs. Several MTW
housing agencies experimented with rent reforms, and if the demonstration
had been properly evaluated, it would have provided reliable information
on their effects and effectiveness. Unfortunately, however, 10 years after
enactment of MTW, the country is in many respects no better informed

ing agencies in September 2007, which is being conducted by Abt Associates. The study is
discussed in more detail in Chapter 9. The design and scope are still under development: The
evaluation has a 5-year schedule, and its course will depend on the availability of funding. It is
premature to classify it as a large-scale, high-impact study, though that is PD&R’s intention.
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about the benefits of public housing and voucher deregulation than it was
before the program. A considerable amount is known about which local
policies and practices housing agencies adopted when rule making became
decentralized, but too little is known about the outcomes or effectiveness
of critical innovations, including rent reforms, work requirements, and
time limits.

Because it has not carried out rigorous, large-scale evaluations, PD&R
has missed opportunities to inform HUD, Congress, and the public about the
impacts and cost-effectiveness of major initiatives. For example, beginning
in the mid-1990s, the Empowerment Zone Program made huge investments
in locally designed strategies for promoting the economic redevelopment of
distressed urban and rural communities. This program built on past evi-
dence and theory about the challenges of neighborhood revitalization, and
it offered participating communities considerable flexibility in the design of
local strategies and in the use of federal resources. HUD’s Office of Com-
munity Planning and Development strongly opposed the implementation of
a rigorous, PD&R-led evaluation, and blocked PD&R’s efforts to design
and launch any independent assessment. Ultimately, an intermediate-scale
study was launched by a PD&R contractor, in partnership with local evalu-
ation teams. However, neither the scale nor the design of this evaluation
was sufficient to provide definitive findings regarding either impacts or
cost-effectiveness.

Moreover, other critical policy questions that merit rigorous analysis
have not been addressed. For example, policy makers and practitioners lack
reliable information about both short- and long-term impacts for families
and children of different types of housing assistance: How does receipt of
housing assistance affect residential stability, household budgets, housing
quality, child nutrition, physical and mental health, employment, and edu-
cational achievement? In addition, while rigorous research documents the
persistence of racial and ethnic discrimination in urban housing markets,
little is known about how families search for housing and how barriers
such as discrimination or unaffordable prices and rents affect their search
and decision processes and their ultimate housing outcomes. Similarly, too
little is known about the operation of the supply side of today’s city and
suburban housing markets, including the filtering process (the extent to
which particular zoning and land-use regulations restrict the total volume
of production), and the impact on prices and rents of specific regulatory
reforms. And finally, too little rigorous research has been conducted to
assess how innovative land-use regulations, design standards, and building
technologies could affect development patterns, commuting times, housing
quality, and housing affordability.
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INTERMEDIATE-SCALE POLICY AND PROGRAM STUDIES

Intermediate-scale studies—costing $100,000-$499,999—account for
the majority of PD&R’s external research. Over the last decade, PD&R has
sponsored several high-quality studies that provide important information
about program implementation, utilization, and effectiveness, including
studies that used creative or innovative methodologies to estimate impacts
and effectiveness without the costs of a controlled experimental design.
Six recent, high-quality examples are described here, applying the evalua-
tion criteria introduced in Table 3-1: (1) a national study of closing costs
on home sales; (2) a national survey of public attitudes about federal fair
housing protections; (3) a pilot paired testing study of discrimination in
home insurance; (4) innovative studies of the effects on property values
of place-based investments; (5) an evaluation of the “Mark-to-Market”
Program involving Section 8 new construction projects; and (6) actuarial
and policy analysis of the Home Equity Conversion Mortgage (HECM)
Program. In addition, the committee conducted a systematic assessment of
recent studies in this category. This section evaluates the quality of these
individual studies, and assesses the extent to which PD&R’s programmatic
research has effectively evaluated the effects and cost-effectiveness of HUD’s
major programs.

Mortgage Closing Costs

Since passage of the Real Estate Settlement Procedures Act in 1974,
HUD has been responsible for regulating the processes of buying homes
and refinancing mortgages. Costs associated with the transaction (mortgage
origination, appraisal, title insurance, and others) are large and vary widely
among borrowers, resulting in arguments about the causes of the variation.
The regulations have been the subject of repeated intense policy debates
since the act was passed, and numerous class-action lawsuits have been filed
and adjudicated on this topic in the past decade or more.

In the course of HUD’s rule-making process, PD&R undertook exten-
sive data assembly and systematic analysis of closing costs on FHA-insured
home purchase mortgages (Woodward, 2008). It was the first major study
of closing costs, other than proprietary work in connection with class-
action lawsuits. More than 7,500 mortgages were included in the study,
including loans in each state and the District of Columbia. The study
analyzed differences in overall closing costs, title insurance, and real estate
brokerage fees across a number of dimensions, including by state and by
characteristics of the neighborhood (race, ethnicity, and education level of
residents); by type of loan originator (mortgage brokers, mortgage bankers,
or depositories such as banks and credit unions); and by the way in which
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closing costs were paid, whether by cash at settlement or in the form of a
higher monthly mortgage payment (known as a yield spread premium). The
purpose was to investigate the extent of competitiveness and transparency
in the mortgage origination process. Funding for the study was provided
largely from the PD&R budget, with some additional support from FHA.

The study found that closing costs vary substantially across the states.
The national average was $3,400, but there was an average difference of
$2,700 per loan between the highest and lowest cost states. Costs were
higher in neighborhoods with a high minority population and lower in
neighborhoods in which residents were largely college graduates. Costs
varied by type of originator, being highest for loans originated by mortgage
brokers and lowest for those originated by depository institutions. Costs
also varied by mode of payment, being lowest when they were completely
financed as part of the interest rate so that borrowers needed only compare
loans on the basis of the interest rate.

The closing cost study provides—for the first time—rigorous infor-
mation about closing costs for home sales nationwide. Its design was not
experimental; rather, it used the data from actual home purchase transac-
tions and conducted systematic statistical analyses of the data. Conceptually,
it is analogous to the housing discrimination studies; it reported on current
housing market conditions. In both housing discrimination and home pur-
chase transactions, HUD has regulatory and enforcement authority, and the
results of the studies may lead to regulatory or legislative action.

Public Attitudes Toward Fair Housing Protections

HUD’s Office of Fair Housing and Equal Opportunity is responsible
not only for enforcing federal fair housing laws, but also for administering
programs that expand public awareness of and support for fair housing
protections. In order to assess levels and trends in both awareness and
support, PD&R commissioned two surveys of public awareness, the first
in 2000-2001 and the second in 2005. The contractor for the first survey
(the Urban Institute) was competitively selected from several firms holding
indefinite quantity contracts. The contractor for the second (M. Davis and
Company, Inc., with the Urban Institute as a subcontractor) was competi-
tively selected from a pool of small businesses.

PD&R’s initial statement of work called for a survey of a nationally
representative sample of adults that would assess the extent to which people
understand and support federal prohibitions against housing discrimination
based on race, ethnicity, national origin, disability status, and family compo-
sition. The Urban Institute developed a questionnaire design centered around
10 scenarios, each describing a set of actions by landlords, home sellers, real
estate agents, or lenders, eight of which involved conduct that is prohibited
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under federal law. Respondents were asked if they approved or disapproved
of the actions taken in each scenario and whether they thought it was legal
or illegal. The scenarios were carefully worded so as not to signal whether
the actions were illegal or undesirable and covered protections against dis-
crimination for families with children, racial and ethnic minorities, disabled
people, and people of different religions. The survey was administered by
telephone to a nationally representative sample of 1,000 adults, as part of
the well-established Survey of Consumers, which is conducted monthly by
the Survey Research Center at the University of Michigan.

Analysis of survey responses found widespread knowledge of and sup-
port for many federal fair housing protections, although only a minority of
respondents was aware that it is illegal to treat families with children dif-
ferently from childless households. For each category of federal fair housing
protections, the analysis estimated the shares of people who are supportive
but not knowledgeable, knowledgeable but not supportive, and neither
knowledgeable nor supportive, highlighting the fact that these groups may
require different types of outreach and education strategies.

Roughly 5 years after this initial survey was conducted, PD&R com-
missioned the follow-up survey, with a statement of work calling primarily
for a replication of the original instrument in order to measure changes
in both awareness and support for federal fair housing protections. The
2005 survey was administered by telephone to a nationally representative
sample of 1,029 adults. In addition, supplemental samples of four targeted
populations—African Americans, Hispanics, families with children, and
people with disabilities—were interviewed in order to assess the extent to
which their awareness or attitudes might differ from the national average.
Analysis of the follow-up survey found little change in public awareness of
federal fair housing protections, but significant increases in public support.
African Americans and Hispanics were somewhat more likely to be aware
of protections against racial and ethnic discrimination, and African Ameri-
cans, Hispanics, and families with children all exhibited above-average
support for these protections.

PD&R issued reports from both survey waves, providing clear and
complete documentation of data, methods, findings, and implications. In
addition, results from the first survey wave were published in an article in
Housing Policy Debate, and results from the second wave appeared as a
chapter in an edited volume on federal fair housing enforcement (Abravanel,
2002, 2006, 2007; Abravanel and Cunningham, 2002).

Incidence of Discrimination in Home Insurance

Another excellent example of this category of research study com-
missioned by PD&R is Testing for Discrimination in Home Insurance



EVALUATION OF EXTERNAL RESEARCH 49

(Wissoker, Zimmermann, and Galster, 1998). The study was commissioned
by PD&R through an indefinite quantity contract to the Urban Institute
in response to growing public concerns about the behavior of the home
insurance industry. A spate of studies appearing in the late 1980s and early
1990s had documented that homeowners in minority neighborhoods were
less likely to have private home insurance, more likely to have policies that
provided less-than-average coverage in case of a loss, and were likely to pay
more for such polices. But the central question remained unanswered: Were
these differences due to sound, fair business practices associated with inter-
neighborhood risk differentials or unfair discrimination against minority
homeowners and their neighborhoods?

The study addressed the question by employing the paired testing
technique in a path-breaking way: both testers and homes were matched
in this new design. Ten pairs of real, nearly identical homes (from the
perspective of such key insurance variables as size, age, and materials)
were found, with one home in each pair located in a predominantly white-
occupied neighborhood and its match in a black-occupied neighborhood
in New York City; 10 similarly matched pairs of homes were identified
in predominantly Latino-occupied and Anglo-occupied neighborhoods in
Phoenix. Five pairs of testers in each city were carefully matched on their
characteristics except race or ethnicity. Teammates randomly phoned home
insurance companies listed in the Yellow Pages seeking quotes for insurance
on one of the matched homes “that they were planning on buying.” Testers
rotated among the homes about which they were calling, to test for poten-
tial differences in treatment depending on the congruence between the race
or ethnicity of the caller and that of the neighborhood in question.

These new testing methods, and the statistical tests of the data collected
thereby, were thoroughly vetted by an external panel of experts (social sci-
entists, insurance industry practitioners, community advocates) at several
stages in the research. The statistical power of the sample sizes and validity
of analysis techniques were confirmed, though of course the results could
not necessarily be generalized beyond the two cities. The research was
conducted by a team with extensive prior experience with paired testing
techniques in both real estate and labor market transactions and that had
expertise in both testing field operations and statistical methodology and
analysis of test data.

The final report provided an overview of the home insurance industry
and outstanding research questions related to its behavior toward minority-
occupied neighborhoods. The research found very few instances of differ-
ential treatment that were consistent with the hypothesis of discrimination
based on the racial-ethnic composition of the neighborhood or the home
buyer. The report was comprehensive in its documentation of the method-
ology and fieldwork protocols, matching procedures, statistical modeling,
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and power of the method. Primary and supplemental results were reported
in detail, and lessons were drawn about home insurance testing that could
be applied in future research. The report was explicit in presenting the
strengths, limitations, and caveats associated with the study. Because this
research was path breaking, complicated, and subjected to unusual scrutiny,
the final report was not published until almost 3 years after the original
task order was issued.

The report was deemed sufficiently interesting and important that the
Urban Institute published its own, edited version in 1998 and distributed
it widely (Wissoker et al., 1998). The core methods and findings were later
published in the peer-reviewed scholarly journal Urban Studies (Galster,
Wissoker, and Zimmermann, 2001).

Property Value Impact Studies

PD&R has sponsored several intermediate-scale studies that use inno-
vative quasi-experimental design method to estimate program impacts
and effectiveness without incurring the costs of a controlled experimental
design. One such set of studies used an adjusted interrupted time-series
econometric model to assess the neighborhood property value effects of
various types of assisted housing (Galster et al., 1999, 2000; Johnson and
Bednarz, 2002). This work resulted in a series of scholarly publications in
peer-reviewed journals: Galster et al. (1999, 2002); Santiago, Galster, and
Tatian (2001); and Galster, Tatian, and Pettit (2004).

Another example is a study that assesses the degree to which Com-
munity Development Block Grant (CDBG) expenditures by cities have
any noticeable impact on a variety of neighborhood indicators of interest
(Walker et al., 2002). This project first developed a parsimonious set of eas-
ily obtained, annually updated indicators that were shown to be a robust
proxy for a wide range of community development objectives (published
later in Galster, Hayes, and Johnson, 2005). The project then used a differ-
ence econometric model embodying threshold effects to estimate what req-
uisite intensity of CDBG spending was required before indicators changed
appreciably (later published as Galster et al., 2004).

The Mark-to-Market Program

In 1997 Congress enacted the Multifamily Assisted Housing Reform and
Affordability Act (MAHRA), intended to reduce subsidy costs in Section 8
new construction projects insured by the Federal Housing Authority (FHA)
while still preserving the projects as affordable housing for lower-income
families. MAHRA was originally scheduled to terminate in 2001, but was



EVALUATION OF EXTERNAL RESEARCH 51

extended to 2006. In 2002 PD&R funded a study of the program. The
contractor was Econometrica, Inc., with Abt Associates as subcontractor.

The study is partly an evaluation of the program and partly a descrip-
tion of the process by which mortgages were restructured and subsidy costs
reduced. It provides a clear description of the complicated Mark-to-Market
Program created by MAHRA. It includes a process analysis of program
administration, a review of HUD documents, and interviews with numerous
program staff, project owners, and other program participants. A retro-
spective statistical analysis estimates the subsidy savings to the government
from the program, using all 2,400 projects that entered the restructur-
ing program by July 2003. This analysis directly addresses the question
of whether Mark-to-Market reduces subsidy costs. Finally, a prospective
analysis consists of 15 detailed case studies, not selected randomly but
designed to indicate the range of project types, restructuring arrangements,
and outcomes (including some projects for which the process did not result
in restructuring). The case studies were the main source of information on
the impact of the program on tenants.

This complicated study design nonetheless provided valuable informa-
tion to policy makers, including congressional staff, when the program
came due for a further legislative renewal in 2006, according to information
provided to the committee. Policy makers received well-developed estimates
of program savings, with sensitivity analyses to indicate the probable range
of future savings, and insight into the complex restructuring process, which
had at times appeared to be going more slowly than anticipated. The study
has been published by PD&R (Hilton et al., 2004); it has not appeared in
whole or part in peer-reviewed journals.

Actuarial and Policy Analysis of HECMs

The HECM Program has been regularly evaluated since it was enacted
in 1990. The fourth of this series of evaluations (Rodda et al., 2003) falls
into the set of intermediate-scale studies reviewed by the committee. Like
the third evaluation, it was conducted by Abt Associates.

The study differs in methodology from others in this category. It con-
sisted of an actuarial analysis of the HECM, using HUD program data for
the complete set of HECM loans originated between 1990 and 2000. An
actuarial model was developed and used to calculate net expected liability
to FHA per mortgage, with sensitivity analyses for alternative economic
assumptions. The actuarial analysis is much more complicated than the
annual analyses of the basic FHA home mortgage insurance program that
have been conducted since 1990, because the HECM is a “reverse” mort-
gage, in which an elderly borrower draws out the equity in his or her home
to be paid back when the property is sold, rather than borrowing first and



52 REBUILDING THE RESEARCH CAPACITY AT HUD

paying back over time. The methodology of the actuarial model involves
technical refinements from the previous analysis, published in 2000.

The study calculates that loan premiums are exceeding the projected
costs of defaults. It also addresses three then-current policy issues: (1)
replacing local loan limits (as in other FHA home mortgage programs) with
a single national limit; (2) reducing the mortgage insurance premium for
refinancing HECMs; and (3) waiving the upfront premium on HECMs used
exclusively for the payment of long-term-care insurance policies. All three
involve balancing a presumed benefit to elderly homeowners against pos-
sible higher liabilities for FHA. The study found that the first two changes
could be adopted without causing the HECM to be a financial burden on
FHA and the taxpayer. Waiving the upfront premium for long-term-care
insurance, however, would cost FHA a substantial amount. The study fur-
ther concluded that the demand for HECMs dedicated to long-term-care
insurance would be low, partly because the financial incentive from the
waiver is modest.

Although the purpose of this study was directly to inform policy makers
and program managers, an article reporting the results of lowering the
premium for refinances was subsequently published in the peer-reviewed
journal Real Estate Economics (Rodda, Lam, and Youn, 2004).

Assessment of the Overall Portfolio of Programmatic Studies

As mentioned previously, the committee also conducted a systematic
assessment of studies in this category carried out in the last 5 to 10 years.
Using a PD&R list for all research projects meeting the intermediate-scale
definition, the committee reviewed all studies that met the following three
criteria: (1) the study was published; (2) the study title suggested research,
not just description; and (3) the study did not focus on housing technology.
Seventeen studies met these criteria: nine studies by small businesses funded
by PD&R in 2002 or later® and eight by nonsmall businesses funded by
PD&R since 1999 (see Table 3-2). There was no difference in the quality
of the small business and nonsmall business studies reviewed by the com-
mittee, but it is worth noting that six of the nine small business contracts
included a nonsmall business subcontractor.

The committee found that virtually all of the 17 studies reviewed do

6The first year of our review for small business studies was set at 2002 because HUD put
increased emphasis on the small business goals starting in fiscal 2002 (response to committee
question by PD&R received November 20, 2007). In fiscal 2008, HUD’s goal is for small busi-
nesses to receive 66 percent of dollars awarded to prime contractors and 57 percent of dollars
awarded to subcontractors (see http://www.hud.gov/offices/osdbu/policy/goals.cfm). Note that
the committee limited its review of the impact of HUD’s recent emphasis on small business
contracting to an examination of the quality of research reports produced.
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TABLE 3-2 PD&R Intermediate-Scale Studies Reviewed

Date Published Report Title
Funded Contractor Subcontractor (Date of Publication)
1999 ICF National Evaluation of the Housing
Consulting Opportunities for Persons with AIDS
Program (HOPWA) (December 2000)
2000 Abt Associates  Urban Institute; Interim Assessment of the Empowerment
university Zones and Enterprise Communities
affiliates in 18 Program: A Progress Report (November
localities 2001)
2000 Urban The Impact of CDBG Spending on Urban
Institute Neighborhoods (October 2002)
2001 Abt Associates Refinancing Premium, National Loan

Limit, and Long-Term-Care Premium
Waiver for FHA’s HECM Program (May

2003)
2001 Westat Johnson, Bassin Housing Choice Voucher Tenant
& Shaw, Inc.; Accessibility Study: 2001-2002 (January
Cherry 2004)
Engineering
Support Services,
Inc.
2001 Westat Johnson, Bassin Evaluation of the Family Self-Sufficiency
& Shaw, Inc. Program: Retrospective Analysis, 1996 to
2000 (April 2004)
2001 Abt Associates Study of Homebuyer Activity Through the
HOME Investment Partnerships Program
(December 2003)
2002 Sociometrics How Do Prospective First-Time
Corp. Homebuyers Search for Housing and
Credit? (September 2003)
2002 M. Davis Univ. of Predicting Staying in or Leaving
Pennsylvania Permanent Supportive Housing That

Center for Mental  Serves Homeless People with Serious
Health Policy & Mental Illness (March 2006)
Services Research

2002 Econometrica ~ Abt Associates Evaluation of the Mark-to-Market
Program (August 2004)

continued
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TABLE 3-2 Continued

Date Published Report Title

Funded  Contractor Subcontractor (Date of Publication)

2002 Mele The Cadmus Energy Star in HOPE VI Homes (October
Associates Group 2004)

2002 Abt Associates Implications of Project Size in Section 811

and Section 202 Assisted Projects for
Persons with Disabilities (March 2004)

2003 ESI Abt Associates The State of Affordable Housing in the
U.S.—2000 (November 2004) (draft final
report)

2004 Abt Associates  Newport Partners  Voucher Homeownership Study (March
2006)

2004 Exceed Corp.  RTIInternational  Interim Evaluation of HUD'’s
Homeownership Zone Initiative (March

2007)
2004 Econometrica ~ Abt Associates Multifamily Properties: Opting In, Opting
Out and Remaining Affordable (January
2006)
2005 Building ARES; M. Green A Methodology for Identifying, Discussing
Technology, & Assoc.; Koffel and Analyzing the Costs and Benefits of
Inc. Assoc.; SPA Risk;  Code Changes That Impact Housing
and Institute for (March 2007)
Building
Technology and
Safety

provide important insights into the operations of the programs that were
studied. Nine of the 17 studies meet generally accepted research standards,
and the study’s approach and findings are appropriately described in the
report’s narrative, foreword, and preface. In 8 of the 17 studies, however,
one or more of the findings go beyond the limits of the study design with
the potential to mislead readers. For example, in six cases, there are refer-
ences to the “effects” or “impacts” of the program or overly general state-
ments about the functioning of the program or client satisfaction with the
program based on a small number of case studies or on cross-sectional data
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with no control or comparison group.” In another case, the design of the
convenience sample may have overstated the positive features of the pro-
gram.® In the eighth case, the report treats a small and unrepresentative set
of site visit interviews as if it were a statistically valid sample. Yet the report
contains no documentation of the site visits that supplement the quantita-
tive analysis, the rationale for visiting “high performing” programs only,
or how these visits improved the core analysis and interpretation.” One of
these studies also did not cite any of the substantial literature on the topic,
nor review this body of knowledge.'?

The committee sees two issues here. The first—overreaching in
describing the study’s goals and findings, and ignoring an existing body of
literature—could be corrected if PD&R required adherence to established
research standards before the research begins and greater accuracy and
precision in reports by everyone who participates in their writing, review-
ing, and editing.

The second issue—conducting a small number of site visits and
interviews—raises a more fundamental question. The committee appreciates
that a well-conceived and implemented qualitative research component can
provide important information that is useful to policy makers and others
interested in understanding how programs are implemented and function
and can also help with interpretation of quantitative analysis (see Moffitt,
2000). But qualitative information can also be expensive to collect (e.g.,
when site visits are required), and it is easily misused. PD&R could some-
times obtain better information at lower cost by limiting its customary addi-
tion of a small number of site visits and interviews to quantitative analysis
projects and making better use of administrative data. This cost-effective
alternative would also become more attractive with the continual improve-
ment in the scope and quality of administrative data (see Chapter 7).

"These studies include Interim Evaluation of HUD’s Homeownership Zone Initiative
(Kirchner et al., 2007); Voucher Homeownership Study (Locke et al., 2006); Multifamily
Properties: Opting In, Opting Out and Remaining Affordable (Finkel et al., 2006); National
Evaluation of the HOPWA Program (Pollack et al., 2000); Study of Homebuyer Activity
Through the HOME Investment Partnerships Program (Turnham et al., 2003); and Implica-
tions of Project Size in Section 811 and Section 202 Assisted Projects for Persons with Dis-
abilities (Locke, Nagler, and Lam, 2004).

8Energy Star in HOPE VI Homes (MELE Associates and The Cadmus Group, 2004).

9Evaluation of the Family Self-Sufficiency Program: Retrospective Analysis, 1996 to 2000
(Ficke and Piesse, 2004).

O Implications of Project Size in Section 811 and Section 202 Assisted Projects for Persons
with Disabilities (Locke, Nagler, and Lam, 2004).
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SMALL-SCALE, EXPLORATORY STUDIES

PD&R has used three vehicles that have the ability in principle to pro-
duce small-scale, exploratory studies to highlight emerging issues, test inno-
vative data sources and methods, and engage a wider diversity of researchers
(primarily in academia). They are small grants on selected topical areas, the
“research cadre” initiative described above, and support for dissertations
and postdoctoral study, all of which are awarded competitively.

These vehicles have produced some outstanding new research. A fine
example is a study of changes in local segregation in selected metropolitan
areas between 1980 and 2000 by Wong (2006, 2008). Wong developed a
series of new measures for measuring diversity in neighborhoods and in
nearby neighborhoods, using innovative geographic information systems
methods to focus on spatial relationships. He then used the advanced
indices in computations of complex changes in segregation from 1980 to
2000 in 30 major metropolitan areas. His work reveals important, intra-
metropolitan variations in the level and stability of segregated and diverse
neighborhood contexts and advances the understanding of segregation.

A number of recent exploratory studies have drawn on HUD pro-
gram data, typically as part of the research cadre. Feins and Patterson
(2005) described the mobility of voucher recipient families with children
during 1995-2002, tracking the same households over the period. This
is probably the first study to investigate second and subsequent moves of
voucher recipients: previous studies, including major evaluations, have
only been able to describe the initial decision, when a family first receives
the voucher. The study would probably not have been feasible, or even
possible, except perhaps at prohibitive expense, without access to admin-
istrative data. The study found that families’ first moves after receiving a
voucher tended to be to neighborhoods with slightly higher poverty rates,
while subsequent moves tended to be to neighborhoods with lower rates.
African Americans were more likely to make such moves than members
of other racial and ethnic groups. Other studies have combined HUD
program data with other data sources to investigate the effect of housing
assistance on earnings and employment. They have found different effects
among programs, with voucher recipients having better work experiences
than households in public housing or privately owned projects (Olsen et
al., 2005; Susin, 2005).'" These studies are exploratory, not definitive.
They also could probably not have been conducted without access to
administrative data, and they suggest directions for future work using
such data.

Qlsen et al. (2005) used the Labor Department’s Panel Study of Income Dynamics; Susin
(2005) used the Census Bureau’s Survey of Income and Program Participation.
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It is not possible to systematically assess all the small-scale work sup-
ported by HUD over the last decade, or even a representative sample,
because HUD does not keep track of all the products (particularly aca-
demic journal articles resulting from the research). However, because these
projects are small and exploratory, the success of individual projects is less
important than the overall effect of the efforts. What is important is that
PD&R is using at least a small share of its resources to catalyze research
on emerging topics and potentially to draw new researchers into the field
of housing and urban development.

In recent years, PD&R has made only limited use of these vehicles. For
example, since their inception in 1996, the small grants competitions have
become more sporadic. Indeed, since 2001 there have been only two such
competitions, both in 2004 (see Table 3-3). Moreover, since 2001 there
has been steady erosion (in both real and nominal terms) in the amount of
funding that PD&R has allocated to support emerging housing and urban
scholars in the form of dissertation and postdoctoral grants (see Table 3-4).
In 2006, no awards were made, and the planned awards for 2007 represent
a decline of 25 percent in nominal dollars when compared with 2005 for
both doctoral and early doctoral support combined.

TABLE 3-3 PD&R Small Grant Competitions, by Year, Amount, and
Focus

Year Amount Research Area

1996 $450,000 Fair lending small grants
1997 $350,000 Studies of mortgage purchases
1997 $263,000 NSF small grants

1997 $500,000 Spatial patterns of assisted housing
1998

1999 $750,000 PATH grants

2000

2001 $750,000 NSF-PATH academic grants
2002

2003

2004 $438,000 Changes in urban areas

2004 $507,000 Home ownership grants

2005

2006

2007

NOTE: NSF = National Science Foundation, PATH = Partnership for Advancing Technology
in Housing.
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TABLE 3-4 Dissertation Grant Awards by Type, Number, and Amount
(in thousands of dollars)

Doctoral Early Doctorate Postdoctoral”
Amount Amount Amount
Year (000s) Number (000s) Number (000s) Number
1994 225 15
1995 218 15
1996 224 15
1997 253 17 0 0 0 0
1998 225 15 0 0 0 0
1999 240 16 0 0 0 0
2000 450 30 0 0 0 0
2001 588 21 150 10 1,515 ?
2002 385 17 144 10 0 0
2003 400 17 147 10 795 ?
2004 393 16 120 8 400 ?
2005 396 17 143 10 0 0
2006 0 0 0 0 0 0
2007 296 12 103 7 0 0

NOTE: Doctoral and early doctoral grants were made directly by PD&R; postdoctoral grants
were made through a contractor.

aAmount obligated to the contractor; it does not necessarily indicate the years of award to the
ultimate recipient. Postdoctoral awards were for approximately $55,000 each.

SOURCE: Unpublished data from HUD, Office of Policy Development and Research.

THE AGENDA-SETTING PROCESS AND OVERALL AGENDA

The processes used to develop HUD’s funded research agenda limit
input from outside the department and constrain PD&R’s access to creative
and innovative thinking about both research issues and methodologies.
Each year, PD&R staff engage in a structured process for establishing the
agenda of external research to be funded. This process includes both formal
(from the assistant secretary) and informal (staff level) outreach to HUD’s
program offices, inviting ideas for needed studies. The staff then assembles
a list of potential studies, including preliminary descriptions of approach,
scale, and cost. These “candidate” projects are then assigned priority rank-
ings by the PD&R assistant secretary, based in part on meetings with
assistant secretaries for the department’s major programs. Finally, the list
of studies to be funded is determined on the basis of the priority rankings
and available funding. Because funds for external research are limited, the
final list may exclude some high-priority studies that are expensive in favor
of lower-priority studies that are more affordable.
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Although this process provides ample opportunities for input from the
program offices within HUD about needed research, it does not include
any systematic outreach to congressional staff, the Office of Management
and Budget, other federal agencies, advocacy and industry groups, philan-
thropic foundations, or academics and other researchers. Broader outreach
of this kind would certainly pose some challenges. The process could be
very time consuming; it might raise expectations among external audiences
that PD&R could not satisfy; some of the research topics identified might
be irrelevant to or inconsistent with priorities of the department; and there
might be a risk of inappropriately disclosing information to potential bid-
ders on competitive procurements. Despite these difficulties, however, a
process of broader and more open outreach could potentially broaden the
range of research and policy issues addressed, identifying high-priority
policy questions relevant to HUD’s mission that go beyond the immediate
concerns of the program offices. In addition, outreach of this type might
also yield new funding partnerships or increased resources. For example,
consultations with congressional staff might result in a supplemental appro-
priation to support a high-cost, high-impact study, like the HDS-2000.
Consultations with other federal agencies might identify opportunities to
jointly fund a project with cross-cutting policy implications, like the Jobs-
Plus demonstration. And consultations with major foundations might iden-
tify opportunities to leverage PD&R’s resources in support of innovative
demonstrations or surveys, like the MTO demonstration.

PD&R’s research agenda could also be strengthened through more stra-
tegic engagement in relevant academic conferences. Although some staff do
attend these conferences, PD&R is not systematically represented, either to
present the results of its research or to learn more about evolving research
methods or emerging findings. If PD&R had a policy of encouraging, finan-
cially supporting, and perhaps assigning staff to attend selected conferences
on a regular basis, it could help PD&R staff stay up to date on evolving
research and methods, find out about promising scholars, gain insight on
emerging policy questions, and generate fresh ideas about potential research
that HUD should be supporting.

PD&R’s shrinking budget constrains staff from conceptualizing a more
ambitious, high-impact research agenda. It is entirely understandable that
PD&R staff decide not to spend time conceptualizing or planning research
projects that the office lacks the resources to support. Paradoxically, how-
ever, it is just this kind of research that has the potential to attract addi-
tional support from Congress and from foundation partners. To illustrate,
the MTO demonstration was mandated by Congress in 1992, with a special
appropriation of $70 million to cover the cost of vouchers and accompany-
ing mobility counseling. The cost of evaluating MTO is estimated at $22.7
million, of which PD&R has contributed about half ($11.3 million) and the
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remainder has been leveraged from foundations and other outside funders.
Similarly, the Jobs-Plus demonstration involved about $4.7 million in fund-
ing to participating housing agencies for rent incentives, and $25.3 million
in research and technical assistance costs. PD&R contributed substantially
less than half of the research and technical assistance funding ($9.5 mil-
lion), with the remainder coming from the Department of Labor ($0.5 mil-
lion), the Department of Health and Human Services ($1.2 million), and
foundations ($14.2 million). Like MTO, HDS-2000 was congressionally
mandated, and a special allocation of fair housing enforcement funding
was earmarked to cover the research costs, which totaled $16.5 million.
Although HDS did not leverage funding from foundations or other agen-
cies, it did elicit sufficient congressional interest to generate the needed
funds for a very ambitious project. In sum, very substantial resources can
potentially be mobilized from Congress, other federal agencies, and philan-
thropic foundations when PD&R conceptualizes and launches high-impact
research initiatives that address fundamental policy issues of importance
to the nation.

More broadly, HUD’s research agenda over this period has failed to
produce rigorous analyses of the effects or cost-effectiveness for many
important programs. Although intermediate-scale studies like those that
dominate PD&R’s external research portfolio can provide useful informa-
tion, this level of funding will almost always be inadequate to answer the
core policy questions of a program’s effects and its cost-effectiveness.

Throughout its history, HUD has lacked a tradition or expectation that
its major programs would be rigorously evaluated on a routine basis. For
each of the department’s primary program areas, Table 3-5 lists studies that
produced what independent scholars would consider to be reliable estimates
of program effects, involving some form of counterfactual (control or com-
parison groups) or other statistical controls. Although PD&R has conducted
useful studies in all of HUD’s program areas, only a few have used method-
ologies that yield rigorous impact or cost-effectiveness estimates, and most
of those were focused quite narrowly on a single site or a single outcome of
a multifaceted program. For example, the only rigorous evaluation of HUD’s
supportive housing programs addressed the effects of supportive housing
developments on neighborhood property values and crime in Denver.

The only program for which rigorous evaluations have systematically
(and repeatedly) produced impact estimates is the housing voucher pro-
gram. Devoting substantial evaluation resources to the voucher program is
reasonable; it is currently the largest program in the HUD budget.!> How-
ever, a number of other important, though smaller, programs and initiatives

12The second and third largest programs, public housing and Section 8 new construction,
are no longer producing additional housing units on an annual basis.
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TABLE 3-5 History of Rigorous Evaluation for HUD’s Major Program

Areas

Program Area

Rigorous Evaluations of Program Impacts or Cost
Effectiveness (Year)

Public housing

Subsidized rental production
programs

Housing vouchers

Single-family mortgage
insurance programs

Homeless assistance programs

Community Development Block
Grant (CDBG) and HOME
Investment Partnerships
Program

Empowerment Zone and
Enterprise Community Program

Fair housing grant programs

Low-Income Housing Tax
Credits (LIHTC)

Jobs-Plus demonstration—controlled experimental
design evaluation of a public housing employment
initiative (2005)

Statistically controlled estimates of HOPE VI impacts on
neighborhood property values (2003)

Statistically controlled estimates of impacts of scattered-
site public housing on neighborhood property values
and crime in Denver (1999)

Comparative cost study of alternative housing subsidy
programs, controlling for unit quality (1980)

Statistically controlled estimates of impacts of
supportive housing developments on neighborhood
property values in Denver (2000)

MTO demonstration—random assignment evaluation of
relocation to low-poverty neighborhoods (ongoing)

Welfare voucher study—random assignment evaluation
of impacts for welfare families (2006)

Statistically controlled estimates of impacts of voucher
families on neighborhood property values in
Baltimore County (1999)

Experimental Housing Allowance Program—random
assignment evaluation of demand-side subsidies

(1983)

Statistically controlled estimates of CDBG impacts on
property values (2003)

Statistically controlled estimates of LIHTC project
impacts on property values (2002)

NOTE: This table includes only studies that produced what independent scholars would
consider to be reliable estimates of program impacts, involving some form of control or com-
parison groups or other statistical controls.
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have not been the subject of rigorous evaluations, among them such key
programs as empowerment zones and enterprise communities, family self-
sufficiency, and home ownership vouchers.

PD&R’s ability to implement rigorous studies of program effects and
cost-effectiveness is constrained by two important factors. The first is
PD&R’s limited funding for external research; rigorous impact evaluations
are generally expensive. In the absence of sufficient funding, PD&R staff
may have opted for descriptive implementation assessments instead of rig-
orous evaluations. In addition, because evaluation mandates are not built
into HUD programs, PD&R may have been constrained—at least in some
cases—to be able to implement the necessary data collection protocols.

CONCLUSIONS AND RECOMMENDATIONS

PD&R’s funded research includes many high-quality studies, includ-
ing excellent examples in three key categories: (1) large-scale, high-impact
studies; (2) intermediate-scale policy and program studies; and (3) small-
scale exploratory studies. Many studies reviewed by the committee in all
three categories meet high standards of relevance, methodological quality,
and understandability. PD&R’s external research provides key insights
about the demographic, social, and market challenges that HUD programs
seek to address as well as about the implementation and operation of these
programs.

However, for most of the office’s history, the mix of PD&R-funded
research has included too few of the ambitious, large-scale studies that
answer fundamental questions about impact and effectiveness. Also, too
few have produced rigorous estimates of impacts or cost-effectiveness for
HUD’s major programs. As a consequence, PD&R has missed opportuni-
ties to inform HUD, Congress, and the public about emerging housing and
urban development challenges or about the impacts and cost-effectiveness
of alternative strategies for addressing these problems.

PD&R’s portfolio of funded research is profoundly constrained by both
limited appropriations and limited expectations. And due to persistent bud-
get constraints, PD&R too often opts for descriptive process evaluations or
qualitative assessments of program implementation instead of conducting
significant, high-impact studies and evaluations.

In part because of its shrinking financial and staff resources, PD&R’s
processes for establishing its funded research agenda limit access to creative
and innovative thinking about emerging policy challenges, research issues,
and methodologies. One way that PD&R has reached out to capture this
kind of input has been to invite proposals for small-scale, exploratory
studies involving a wider diversity of researchers. This has proven to be
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a very effective strategy in the past. However, the use of this approach in
recent years has been very limited, closing off an important avenue for
PD&R to engage with the policy and research community.

Major Recommendation 1: PD&R should regularly conduct rigorous evalu-
ations of all HUD’s major programs.

Recommendation 3-1: Congress and the secretary should assign PD&R
responsibility for conducting rigorous, independent evaluations of all major
programs and demonstrations and should ensure that the necessary data
collection protocols and controls are built into the early stages of program
implementation.

Recommendation 3-2: Congress should allocate a small fraction of HUD
program appropriations to support rigorous evaluations designed and con-
ducted by PD&R.

Recommendation 3-3: PD&R should design and fund more ambitious,
large-scale studies that answer fundamental questions about housing and
mortgage markets and about the impact and effectiveness of alternative
programs and strategies. As part of this effort, PD&R should launch at least
two new large-scale studies annually, partnering with other federal agencies
and philanthropic foundations when appropriate.

Recommendation 3-4: PD&R should ensure that its research reports adhere
to established research standards before the research begins and greater
accuracy and precision by everyone who participates in the writing, review-
ing, and editing of its reports.

Recommendation 3-5: When PD&R designs intermediate-scale studies that
do not involve large-scale data collection from a statistically representative
sample of agencies or individuals, it should make more effective use of
administrative data and limit its use of small (nonrepresentative) samples
of site visits and interviews.

Recommendation 3-6: PD&R should conduct more small grant compe-
titions that invite new research ideas and methods and should increase
funding to support emerging housing and urban scholars in the form of
dissertation and postdoctoral grants.






Evaluation of Technology Research

Development of new technology for housing and urban development
has been treated as a disciplinary activity separate from social and economic
policy research in the research community generally and within PD&R
specifically. The committee therefore, reviews PD&R’s technology research
separately, although a segregated approach is usually not optimal: address-
ing future housing and urban development challenges will require a systems
approach that combines societal and technological considerations.

This chapter first briefly discusses the role of the federal government in
technological research on housing. It then looks at Operation Breakthrough
and small directed research activities in the 1980s and 1990s. The bulk of
the chapter considers the Partnership for Advancing Technology in Housing
(PATH), which is by far the largest of HUD’s technological activities. The
committee’s assessment, conclusions, and recommendations complete the
chapter.

THE FEDERAL ROLE

The federal government has long recognized the importance of techno-
logical innovation in housing. As early as the 1930s, the Federal Housing
Authority (FHA) issued technical bulletins and circulars on home construc-
tion and established minimum property standards for new homes as a
requirement for FHA mortgage insurance. Research on building technology
was explicitly authorized in the Housing Act of 1948 (P.L. 80-901, Title III).
This and several later authorities were repealed as part of Title V of the
Housing and Urban Development Act of 1970 (Section 503), which codified

65
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the research authorities of HUD and, as noted above, remains the legal basis
under which HUD conducts research. Section 502 authorized research on
building technology.

There are several reasons for a federal role in building technology
research. Private and public investment to develop new housing technol-
ogy has historically been small. The fragmented nature of the construction
industry and the small scale of production for individual builders make it
difficult for innovators to capture private benefits to any great extent. Con-
sequently, the construction industry is not naturally disposed to support the
types of fundamental research that have proven so important to generating
rapid technological breakthroughs in other economic sectors. In addition,
innovation and adoption of new technology in housing has often been hin-
dered by the fragmented nature of the construction industry. Technological
change is uncertain, and is typically not a well-planned activity (Nelson and
Langlois, 1983). The construction industry therefore devotes little in the
way of resources to research—less than 0.5 percent of revenue, compared
with 3.5 percent for industry as a whole (Teicholz, 2004).

Housing is an important sector of the American economy. Residential
investment and housing consumption account for about 15 percent of
gross domestic product, 5 percent and 10 percent, respectively. Buying a
home is the largest single investment made by most households. Technol-
ogy directly affects the cost and quality of homes, as well as maintenance
and operating costs.

Despite the importance of housing in the economy, the federal govern-
ment spends little on building technology. In fiscal 2007, of the total federal
nondefense research and development (R&D) funding of $61 billion, less
than $5 million was devoted to housing (U.S. Office of Management and
Budget, 2008). Similarly small amounts have been appropriated or spent
annually since the early 1970s. Perhaps as a result of this lack of invest-
ment in research, labor productivity in building has gradually declined since
1964, while productivity in other manufacturing industries has increased
significantly (Teicholz, 2004).!

Today the technology of housing, like other technologies, is changing
rapidly. Substitute products such as wood-plastic composites are entering
the marketplace without certification processes and regulations to ensure
performance. The green building movement, with a growing variety of
political and sometimes nontechnical participants, is presenting new tech-
nical requirements. HUD can guide the nation’s housing policies through
this change by understanding the use and potential of technology combined
with an informed social perspective.

IProductivity has increased slightly since about 1999 but much more slowly than for all
manufacturing.
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There are three challenges for a government role in technology-based
research: (1) to enable and facilitate the foundational research by which
new innovations can be developed and commercialized by others; (2) to
provide the leadership, awareness, and participation in the regulatory and
code development processes in order to foster the introduction of strategic
innovation in the nation’s housing stock and provide the basis for sound
policy making; and (3) to avoid endorsements, product application, or other
roles that interfere or appear to interfere with marketplace decisions.

The remainder of this chapter reviews PD&R’s most significant techno-
logical activities, focusing principally on PATH. PATH has been the subject
of several previous National Research Council reports, which are also
summarized below. The committee then offers its own assessment of the
current state of PD&R’s technology research and presents its conclusions
and recommendations.

TECHNOLOGY ACTIVITIES: 1969-1990s

Operation Breakthrough

Operation Breakthrough, which was established in 1969, was designed
to create innovative, manufactured, large-scale housing “systems.” It was
conceived with the intention that the cost of housing could be substantially
reduced by industrializing aspects of construction and moving away from
reliance on on-site construction. This intention was tied with regulatory
waivers to hasten the implementation of the new technology.

A series of demonstration houses were constructed, but most of the
proposed systems did not advance to commercialization. Overall, the ini-
tiative proved ineffective and ended in the late 1970s. In citing Nelson and
Langlois (1983), the National Research Council (2000, p. 7) noted: “the
lessons learned from Operation Breakthrough and other federal R&D
projects are that successful programs have the following characteristics:
association with government procurement or some other well defined
public-sector objective; support of defined, nonproprietary research guided
by a scientific community; and an institutional structure that allows poten-
tial users to guide the program.” Operation Breakthrough’s failure was
attributed to the attempt by government to introduce technologies in an
arena in which it had no procurement interest.

However, one generally unrecognized success of Operation Break-
through is the recent marketplace acceptance that increased factory produc-
tion of housing improves construction efficiency, quality, and affordability.
Factory production can be achieved not only by complete factory produc-
tion of housing units as in manufactured housing, but also with factory
production of increasingly sophisticated building components that are then
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assembled in the field into traditional single and multifamily housing. The
latter concept of factory production has grown dramatically in the last two
decades. The structural building component industry consisting primarily
of factory-built wood trusses and walls has grown in sales in a decade by
over 120 percent, from approximately $6.9 billion in 1996 to $15.3 billion
in 2006 (SBC Legislative, 2007). The leadership shown in developing an
idea that has continued to grow in the housing industry can be viewed as
an Operation Breakthrough success. But, it is important not to overlook
the lesson that the government’s role in sponsoring research and technologi-
cal leadership has boundaries that must be compatible with marketplace
conditions.

Small Directed Research Activities in the 1980s and 1990s

During the 1980s and 1990s, the focus of PD&R’s technology group
was a number of small directed research activities. These activities included
(but were not limited to) work to advance understanding alternatives to
wood framing, to develop lead paint regulations, and to support improved
regulations for the manufactured housing industry. During a time of partic-
ularly volatile lumber prices, alternatives to conventional wood framing for
housing were examined through external contracts to review the advantages
and disadvantages of structural insulated panels and concrete insulating
forms. PD&R was involved in the development of lead paint regulations
prior to the establishment of the Office of Lead-Based Paint in 1991.

By far the most significant of these small directed activities was the
development of regulations for manufactured homes, which then and now
provide an important source of unsubsidized affordable housing. From
the 1950s to the mid-1970s, manufactured housing (originally, “trailers”)
was constructed without any building regulatory approval. Because of the
lack of a permanent foundation, the structures were considered something
between a vehicle and a building, and they were sometimes designed and
built to survive initial transportation rather than to fulfill functional hous-
ing requirements. In 1974, HUD received congressional approval to enforce
construction code requirements for this type of housing. The development
of these requirements was a critically important step to the advance and
acceptance of manufactured housing. Yet the work was not a profound
technical research project for PD&R that required the discovery of new
information; instead, the requirements were largely a matter of developing
regulations from a compilation of known acceptable practices based on the
experience and knowledge of industry and government engineers.

During the late 1980s and early 1990s, development work was under-
taken for an important update of the standards, which were promulgated
in 1994. Small targeted studies were undertaken by PD&R in support of
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this effort. One achievement, for example, was the development of the
Permanent Foundations Guide for Manufactured Housing, first developed
in 1989 and updated in 1996. This publication provided a tool for designers
and installers nationwide and has been a very popular download from HUD
USER. Industry users have complained that such works are not sufficiently
maintained and updated. For example, the current Permanent Foundations
Guide for Manufactured Housing (U.S. Department of Housing and Urban
Development, 1996a), developed out of PD&R, is now more than 10 years
old and relies on a 1993 load standard (ASCE 7-93) that is now several
versions out of date. Furthermore, the supporting software was written for
MS Windows 95, an operating system that is now obsolete. PD&R’s small
technical staff—consisting of two engineers and one architect—undoubtedly
cannot sustain such efforts.

PATH

In 1994, under the banner of “national construction goals” and involv-
ing a variety of federal agency and private entity partnerships, the activities
of what later would be known as PATH commenced. In 1998, these activi-
ties were reformed by the White House and U.S. Congress as the Partner-
ship for Advancing Technology in Housing. PATH recognized the problem
of the diversity of housing technology and created a program designed to
bring different technology partners together to facilitate interactions among
them.

The goals of the program evolved over time but the primary intent was
to create a cooperative environment for bringing together industry, gov-
ernment, academic, and consumer stakeholders to achieve common goals
and to coordinate the limited public and private funding for research and
development. The PATH Program is, as the name implies, first and fore-
most, a technology innovation partnership led by HUD. The partnership as
originally developed included a steering committee of 10 industry partners
and five broad working groups that involved approximately another 140
government agencies, industry associations, and product companies. The
program was initially envisioned as an annual program of activities for $8
to $10 million. From this program came a broad range of large and small
research contracts and grants to address development and adoption of
innovative housing technology.

When President Clinton launched the PATH Program in 1998, he
charged PATH with developing technologies, housing components, designs,
and production methods that would reduce by 50 percent the time needed
to move quality technologies to market, by the year 2010 (see National
Research Council, 2000). From this charge, four goals were proposed to
be achieved by 2010:
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1. Reduce the monthly cost of new housing by 20 percent or more.

2. Cut the environmental impact and energy use of new homes by
50 percent or more, and reduce energy use in at least 15 million
existing homes by 30 percent or more.

3. Improve durability and reduce maintenance costs by 50 percent.

4. Reduce by at least 10 percent the risk of death, injury, and property
destruction from natural hazards, and decrease by at least 20 per-
cent illnesses and injuries to residential construction workers.

A series of tasks to achieve the objectives were developed under the head-
ings of technology needs assessment, technology development, technology
adoption, and resource coordination.

Evolution and Prior Reviews of PATH

The PATH Program has been regularly reviewed and assessed since
its inception. In particular, the National Research Council (NRC) has
conducted a series of independent assessments and reviews of the PATH
Program and issued four reports spanning the years 2000 to 2006. These
reports describe the evolution and direction of the program from year
to year.

The first report (National Research Council, 2000) lauded the partner-
ships that were created; the recommendations centered on the conclusion
that the organization and funding level of the PATH Program were not com-
mensurate with a rather ambitious set of goals. The report recommended
more realistic and achievable goals for the program. Other recommenda-
tions were targeted toward assessing the impact of the program, placing
greater emphasis on demonstration projects, and measuring the near-term
impact of the program on housing construction. The review noted that the
building codes and standards community seemed to be underrepresented,
despite the fact that building codes and standards were considered one of
the main barriers to the adoption of new technologies.

In the first year PATH had its own program office in HUD, but by
2001 it had been merged into PD&R and has continued in PD&R since
then. Once in PD&R in 2001, the goals of the program were dramatically
simplified and rephrased as tasks as follows:

1. Remove barriers and facilitate technology development and
adoption.

2. Improve technology transfer, development, and adoption through
information dissemination.

3. Advance research on housing technologies and foster development
of new technology.
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4. Administer the PATH Program to achieve its mission, goals, and
objectives.

Soon thereafter, the NRC issued a letter report reiterating “that the PATH
Program provides a unique opportunity to further societal goals by encour-
aging and supporting partnerships between government, industry, and aca-
demic institutions—and reaffirms its belief that these partnerships should
be continued” (National Research Council, 2002b, p. 2).

The NRC conducted a more comprehensive review the following year,
leading to its third report (National Research Council, 2003). The NRC
committee reviewed how the PATH Program’s goals had evolved from
a focus on improvement of housing performance to development and
diffusion of technology in housing. The evaluation examined each of the
56 PATH activities initiated between 1999 and 2001 and devoted special
attention to those activities that seemed likely to have the greatest impact
on the program’s goals. This report placed greater emphasis on the impor-
tance of demonstration, diffusion, and communication of new technologies
for the housing industry rather than concentrating solely on technological
advance and development. There was a significant shift in this report from
a broader spectrum of basic and applied technology research to activities
directed toward the process of technology adoption. New emphasis was
placed on expanding demonstration and evaluation projects in an attempt
to remove barriers to new technology.

In 2006 the NRC held a 1-day workshop in response to HUD’s request
for review and comment on its 2005 draft document PATH Program
Review and Strategy, Performance Metrics, and Operating Plan. Although
the resultant proceedings (National Research Council, 2006) did not con-
tain a concise set of consensus conclusions or recommendations, there was
a general sense among the meeting participants that PATH had been respon-
sive to previous NRC evaluations and recommendations. In addition, there
was a general sense among the participants that all three substantive goals
of the PATH Program were worth pursing rather than placing particular
emphasis on any one of them.

Assessment

There is no question that PATH has been the single most significant
technology-related contribution by PD&R and arguably the most signifi-
cant housing technology innovation program in U.S. history. It began in the
midst of a growing expansion in housing starts, and thus its impact was
leveraged by the contribution of housing to the economy and the nation’s
focus on a strong housing market. PATH provided risk money for research
investment that the industry was unwilling or unable to assume in a highly
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competitive environment. It may be unrealistic to expect a research and
technology program to make immediate impacts in an industry in which it
has historically taken 10 to 25 years for technology to penetrate the market,
but it appeared the program advisors nonetheless felt pressured to do so.
Because of the complexity of technology development and the inherent
nature of a technology partnership, a clear cause-and-effect relationship of
PATH initiatives and accomplishments can be difficult to identify.

The list of PATH technology products is long (ToolBase Services, n.d.).
Examples of more notable PATH accomplishments include development of
several codes, products, and activities:

e prescriptive building codes for structural insulated panels;

e a contractor quality program now being marketed and imple-
mented by the research center of the National Association of Home
Builders that has a growing list of company participants;

e code provisions for the use of insulating concrete forms and light
gauge steel framing that provide an alternative to wood framing;

e aknowledge base for the performance of caulking used in construc-
tion to improve the durability of building envelopes;

e an academic competitive research grant program that generated
over 40 university-based projects, resulting in a much broader
academic support for housing technology instruction and research
activities than existed prior to PATH; and

¢ lean production methods for manufactured housing—approximately
50 percent of the manufactured housing plants use lean methods
today.

Despite these positive results, interviews with members of the PATH
Industry Steering Committee and other PATH participants revealed concern
about the shift in focus from a broad spectrum of research objectives to a
primary focus on technology demonstrations and reducing barriers to tech-
nological acceptance in the marketplace. In 2001, PATH appeared to walk a
fine line between activity that affected the housing product marketplace by
developing and demonstrating certain technologies or material systems at
the expense of others, and activity that focused on basic enabling research
that industries could build. Repeating the words of Dr. Chris White of
the Building and Fire Research Laboratory of the National Institute of
Standards and Technology at the 2006 NRC workshop, the challenge with
information transfer versus direct funding of research is that “the only
source of funding for housing technology research is PATH. If PATH stops
funding research, the only information PATH will have to disseminate will

be product literature from manufacturers” (National Research Council,
2006, p. 40).



EVALUATION OF TECHNOLOGY RESEARCH 73

TABLE 4-1 PATH Annual Budget Relative to the PD&R Total Budget
(thousands of dollars)

PATH as Percentage of

Year PD&R Budget PATH Budget PD&R Budget (%)
1999 47,500 10,000 21

2000 45,000 10,000 22

2001 53,382 9,978 19

2002 50,250 8,750 17

2003 46,694 7,451 16

2004 46,723 7,456 16

2005 45,136 6,944 15

2006 55,786 4,950 9

2007 50,087 NA NA

NOTES: PD&R budget figures are after rescissions and do not include Office of University
Partnerships funds. NA = Not available.
SOURCE: Unpublished data from HUD, Office of Policy Development and Research.

Assessments of the quality of a research program have to be made
in the context of the funds available for the research and the allocation
methods by which the funds are expended. The funding of PATH relative
to the PD&R budget is shown in Table 4-1. While the PATH Program ini-
tially represented 21 percent of the PD&R budget in 1999, over time that
percentage decreased, to around 9 percent in 2006. Further, as discussed in
Chapter 2, the total funding level has decreased for both PD&R and PATH
over that period.

Between 1999 and 2006, approximately 17 percent of PATH funds
were devoted to research with federal government partners, including the
National Institute of Science and Technology, the Department of Energy,
the Department of Agriculture’s Forest Service, and the National Science
Foundation (NSF). NSF received 7 percent of PATH funding in 1999-2006,
yet still engaged universities in 43 separate grants that would be viewed as
basic research. NSF solicitations occurred in 2000, 2001, 2002, 2003, and
2005, with $750,000 per year of the PATH HUD budget matched by NSF
to create a $1.5 million research program administered by NSE? The pro-
gram was competitive, and independent expert panels ranked the scientific
quality of the proposals. Typically, the 5 to 10 highest ranking proposals
were awarded grants.

In the 2000 and 2001 solicitations, each NSF award was limited to
$150,000 over a 2-year period with the stipulation that these funds must
be awarded to academic institutions, and partnerships with other entities
were encouraged (National Science Foundation, 2000, 2001). Research

2In 2005 the total was $3 million to cover both 2004 and 2005.
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proposals were to be based on the original, unrealistic, quantitative goals
set for the program and were accepted over a wide range of subject areas.
The solicitation emphasized the opportunity and need for investments in
fundamental research to help achieve PATH goals.

The 2002 and 2003 solicitations were for $300,000 per award over
a 3-year period and again awarded to academic institutions (National
Science Foundation, 2002, 2003). These solicitations included a manda-
tory partnership that required collaboration among an academic institu-
tion, a private-sector organization, and a state or local government entity.
Proposals were restricted in these solicitations to one of three areas:

information technology to streamline home building,
e advanced panel systems, or
e whole house design.

These requirements overlaid the general NSF review criteria of high
scientific merit and significant broader impacts including the integration of
research and education. The final NSF PATH solicitation in 2005 restored
the potential for a broader range of proposals, including social science-
based research, building on an NSF-sponsored housing research workshop
held during 2004 (National Science Foundation, 2005). The workshop
brought experts from academia, government (including PD&R), and indus-
try to identify future research needs in housing. Up to 10 grants were to be
awarded at $300,000 each for up to 3 years.

The NSF funding brought housing technology to the attention of a sig-
nificant number of university programs for the first time and was successful
in initiating increased academic involvement in the technology of housing.
But each year the requirements pushed toward more immediate implemen-
tation. The mandated partnerships with industry and government became
increasingly difficult to fulfill given the size and timeline of the grants and
the overarching NSF requirements of scientific rigor and broad impact. The
mandate also began to shift the emphasis from more basic research toward
quick turnaround efforts that could be quickly demonstrated with an indus-
try partner. Unfortunately, the five solicitations that ended in 2005 could
not sustain the progress that had been made, and many academic programs
have pulled back from their initial efforts in housing research.

Almost half of the total PATH funds over the 1999-2006 period were
awarded in external contracts to five private entities, two of which each
received almost 20 percent of the total PATH funding. These entities received
funds through the indefinite quantity contracts that provided a practical
expediency to the contracting process, but they effectively prevented par-
ticipation that would capture a wider buy-in of interested parties and a
continued involvement of a diverse set of experts. Given the broad scope of
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PATH, the concern about whether funding was sufficient for such a scope
and the objective to build partnerships, it is difficult to understand how
funding concentrated in a relatively few private entities could best advance
the PATH agenda. Industry and academic partners who were enthusiastic
participants in the early years became less interested over time, and the
impact of some research reports received less attention and acceptance in
the wider housing community over time.

Approximately 2 percent of the total PATH budget was devoted to
manufactured housing. About the same time that PATH was formed, the
manufactured housing sector formed the Manufactured Housing Research
Alliance (MHRA). PATH was a catalyst to the manufactured housing
industry to take a serious look at research and self-improvement. As
indicated above, important PATH products included the development
and implementation of lean manufacturing concepts and fundamental
new knowledge on interior moisture control in manufactured housing.
Although they received only 2 percent of the overall budget, the manu-
factured housing industry considered the PATH Program combined with
their own MHRA to be a transformational period for innovation in the
industry.

More recently, HUD has been conspicuously absent from another
endeavor. The National Institute of Building Sciences (NIBS) is a nonprofit,
nongovernmental organization bringing together representatives of govern-
ment, the professions, industry, labor, and consumer interests to focus on
the identification and resolution of current and potential problems that
hamper the construction of safe, affordable structures for housing, com-
merce, and industry throughout the United States. NIBS recently initiated
the formation of a High Performance Building Council bringing together
different industry associations and government entities. HUD has not been
present at these meetings even though other federal government entities
with less focus on building technology have been present. HUD’s absence is
especially striking given that NIBS had previously received a limited amount
of PATH funding.

New initiatives with federal funding seem to surface frequently, yet
a coherent plan that brings the elements together to benefit housing and
urban development is not apparent in the community of researchers and
industry. Furthermore, during the past 10 years, the United States has
moved from a patchwork of building codes to essentially one set of model
building codes under the auspices of the International Code Council and
embodied in the International Building Code and International Residential
Code. These codes are becoming increasingly more sophisticated to provide
better durability and safety against earthquakes, high winds, and floods.
PD&R has not participated extensively in these activities. Green building,
sustainability, and energy issues are becoming increasingly urgent. Tech-
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nological leadership and involvement by an adequately staffed and funded
PD&R will be critical to addressing these and other new problems in hous-
ing and urban development.

CONCLUSIONS AND RECOMMENDATIONS

The PATH Program has exhibited both shortcomings and successes.
The shortcomings include: (1) overly ambitious, unrealistic goals that could
not be achieved in a short time and early expectations of visible and nearly
immediate return on research investment; (2) mission drift away from
longer range generic research appropriate for federal government support
toward demonstrations and information dissemination that have been too
closely tied to proprietary interests; and (3) the concentration of a signifi-
cant portion of available funds in a relatively few private entities, possibly
because of the absence of an unbiased panel in the contracting process.
Over time, these shortcomings began to compromise the partnership that
was the essential piece needed to remove barriers to new technology and
succeed in diffusion.

If government does not have a strong procurement interest, a success-
ful research strategy involves conducting or promoting generic research
that is a “step or two removed” from commercial application (Nelson
and Langlois, 1983, p. 816). History repeatedly shows that government-
sponsored research efforts that attempt to pick commercial winners are
not successful. As PATH has moved into the realm of demonstrations and
diffusion, it has treaded into the arena of, at worst, attempting to “pick
winners” and, at best, simply conveying manufacturers’ product data.

At the same time, PATH has been extremely successful in creating
partnerships and exercising leadership, for which PD&R staff are to be
commended. The program initiated and brought a focus to technology-
based housing research. The NSF-HUD research program was successful
in greatly expanding the partnership with a relatively small investment.
The grant program was open and competitive, and recommendations were
made by a third-party expert panel. The students who later became pro-
fessionals and the basic research that resulted from the program may not
immediately affect commercialized housing technology, but they will pro-
vide a benefit over time. In particular, the modest funding directed toward
manufactured housing resulted not only in producing tangible products,
but also in improving an entire industry that provides an important source
of affordable housing.

The decline of PATH funding has led to PD&R’s relinquishing its
developing leadership position in housing technology. Currently, the U.S.
Department of Energy (DOE) funds building science research under the
Building America Program, a partnership sponsored by the DOE that
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conducts research to find energy-efficient solutions for new and existing
housing that can be implemented on a production basis, with the goal of
developing cost-effective “net zero energy homes” by 2020 (U.S. Depart-
ment of Energy, 2007). PD&R through PATH has an affiliation with this
program, but its involvement now appears minor. Although DOE funding
levels have always dwarfed those of the PD&R technology effort, the PATH
mandate and funding empowered PD&R with a basis for coordination and
housing research leadership.

Based on the early experience with PATH, it is clear that HUD—even
with minimal technical staff—can assume a leadership position in guiding
technology related to housing. Furthermore, even with a limited budget for
external technology research, PD&R can bring to the table and provide direc-
tion and leadership to a large variety of housing technology stakeholders.
What is needed is a sustained and stable effort that is open and competi-
tive, does not drift or constantly change course, and is not under unrealistic
pressure to show measurable impact in too short a timeframe. Technology
grant and contract programs can foster fundamental advance of housing
technology that is removed from proprietary products and labels, is unbiased,
and can involve a variety of interested industry partners. Effective enabling
technology research is not product development. But product development
conducted by the private sector can build on and use enabling technology
research. PD&R should provide enabling research that is both fundamental,
perhaps through a continued partnership with NSF and at times applied with
a wider variety of vendors in an open competitive contract process. Product
development and the acceptance of products, material types, and particular
technologies, other than that associated with regulating for safety, sustain-
ability, or another strategic interest should be left to the marketplace and
industry. The PATH Program had been successful in several aspects, espe-
cially in demonstrating the effectiveness of PD&R’s technological leadership
role for housing, but a broader-based technology program more integrated
into the missions of PD&R would better serve HUD and the nation.

Major Recommendation 2: PD&R should actively engage with policy
makers, practitioners, urban leaders, and scholars to frame and implement
a forward-looking research agenda that includes both housing and an
expanded focus on sustainable urban development.

Recommendation 4-1: PD&R should expand its direct involvement in
housing and urban development technology research.

Recommendation 4-2: PD&R should provide small research grant competi-
tions, perhaps in partnership with the National Science Foundation, that
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focus on basic and enabling research in technology and maintain a distance
from implicit product endorsement or demonstration. Grants or contracts
should be awarded in an open competitive process in which proposals are
evaluated and priorities set through an independent expert panel.

Recommendation 4-3: As HUD programs develop to address new emerging
problems—such as sustainable housing or sustainable urban development—
PD&R should adopt a systems approach that brings together in-house
social science and technology expertise to guide and implement such pro-
grams; technology research should support HUD policy development.

Recommendation 4-4: PD&R should partner with other federal agencies
and philanthropic foundations to fund major studies of significance in
technology.



Evaluation of In-House Research

Like most of their federal counterparts, PD&R staff periodically under-
take in-house research and analysis to supplement the division’s external
program of funded contract research and evaluation activities. This chapter
describes and assesses PD&R’s in-house research and the purposes it serves,
which range from descriptions of program activities to sophisticated model-
ing and hypothesis testing on a par with academic and scholarly writing in
highly regarded peer-reviewed publications.

IN-HOUSE RESEARCH: WHEN AND WHY

According to senior PD&R officials, many factors enter into a decision
as to whether a given piece of research will be contracted out or conducted
by in-house staff. These factors include, among others, staff capabilities
and available resources; whether a project has a long planning cycle or a
high-priority need for data and analysis that arises suddenly; how quickly
the information is needed and by whom; and the sensitivity of the informa-
tion being sought and its translation into useful policy guidance. Though
there have been some exceptions, most multisite, heavily data-intensive field
studies, and those employing large-scale household surveys, are conducted
externally. PD&R simply does not have a big enough staff or sufficient
travel and other administrative resources for these types of projects. Indeed,
as mentioned elsewhere in this report, due to staff reductions PD&R no
longer has a policy demonstration division with the capability to carry
out even limited field pilot programs or experiments. However, in-house
research is usually the preferred approach when access to administrative

79
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records is needed, especially if the questions are policy sensitive or if the
time frame for planning and completion is short.

Notwithstanding what at first seem to be clear-cut distinctions
between in-house and contract research, staff interviews and a review
of actual PD&R research products reflects more of a continuum than a
clear division of labor. The effective management of complex and state-
of-the-art research programs requires active participation in an agency
of people who are themselves current on research methods and results.
Consequently, for most large-scale external studies, PD&R staff play a
significant role in developing the research questions, research design,
sampling plan, and at times the data collection instruments. At the back
end, staff review and comment upon draft reports, and oversee a rigor-
ous report review process. Similarly, some projects using administrative
data that are generally undertaken in-house are sometimes contracted
out to PD&R’s “research cadre,” a cohort of independent scholars with
strong statistical and analytical capabilities who may be specially quali-
fied to undertake particular kinds of statistical analysis. Still other studies
involve more explicit collaboration between PD&R staff and outside
contractors. Much of PD&R’s research relating to government sponsored
enterprise (GSE) and rule making has involved contractor assistance with
data analysis.

A TYPOLOGY AND CRITERIA FOR EVALUATION

The overwhelming share of PD&R’s in-house research studies serve one
of four reasonably distinct purposes: to support (1) policy development,
(2) program administration, or (3) regulation and oversight of GSEs, or
to provide (4) confidential advice and recommendations to the secretary
and the White House. This last body of demand-driven work is largely
unpublished and serves the policy needs of the secretary and the president.
Though not available to the committee for independent review and there-
fore not included in this assessment, examples of these products include,
among others, a paper summarizing the federal government’s efforts to sup-
port the production of affordable housing and examining ways to increase
production over the next several years and a policy paper on how HUD
programs and initiatives support an ownership society.

The committee identified three reasonably distinct types of work that
might fairly encompass the range of in-house research products. Research
may: (1) be primarily descriptive; (2) consist largely of a literature review;
or (3) involve in-depth data analysis and formal modeling. Together, these
two dimensions of the in-house research program—purpose of research
and type of work—provide a framework for conceptually classifying every
in-house research product.
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It is useful to apply the same evaluative criteria when assessing PD&R’s
external and in-house research because it is the totality of these activities
that is aimed at strengthening programs and policies, and informing the sec-
retary, Congress, and other constituencies about the department’s responsi-
bilities, activities, accomplishments, and needs. These criteria are presented
in Table 5-1. While Chapter 3 interpreted these criteria slightly differently
for each of the three categories of external studies (large-scale/high impact;
intermediate-scale; and small-scale, exploratory studies), here the commit-
tee applied the same criteria across all three types of in-house activities.

Sample Selection

In-house publication records were taken from HUD USER for 1997-
1999 and from division-by-division lists provided to the committee by
PD&R for the post-2000 period. Initially, a total of 117 documents were
identified (72 in-house documents between 2000 and mid-2007; 45 docu-
ments from 1997-1999). The 10-year list of in-house PD&R publications
was stratified pre- and post-2000 in order to ensure that the committee
sampled from more than one political administration. Prior to drawing a
sample, the titles of all documents were reviewed. In-house reports that did

TABLE 5-1 Criteria for Evaluating In-House Research

Evaluation Criteria Explanation
Relevance and importance of Individual studies should be directly related to HUD’s
topic current agenda, or otherwise of high department priority.

Rigor and appropriateness of Methodology should be appropriate to address the study’s

methodology basic objectives and should yield useful, defensible results,
though not necessarily statistically generalizable,
appropriate to the topic and time frame.

Timeliness Study should produce results in a time frame consistent
with the need for the information.

Qualifications of research team  PD&R staff assigned to the study should possess the
technical and/or policy qualifications appropriate for the
project.

Quality of research products Products should include sufficiently complete
documentation of data and methods suitable for third-
party understanding of study’s strengths and limitations;
comprehensive and understandable assessment of
implications. A minority of studies may eventually be
published in peer-reviewed journals.
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not have an explicit research orientation—for example, data set documen-
tation, strategic plans, or other similar products—were removed from the
sample. Ultimately, the committee reviewed 29 documents, out of the 60
deemed eligible (see Table 5-2). Net of disqualified reports, the final over-
all sampling fraction was roughly one out of every two in-house research
reports (48 percent). The sample included 18 of 43 selected reports for
the 2000-2007 period (42 percent) and 11 of 17 pre-1999 reports (65
percent).

TABLE 5-2 Sample of In-House Research, by Purpose and Type of Work

To Support Policy Development

Descriptive Studies

Waiting in Vain: An Update on America’s Rental Housing Crisis (U.S. Department of
Housing and Urban Development, 1999a)

Housing Our Elders: A Report Card on the Housing Conditions and Needs of Older
Americans (U.S. Department of Housing and Urban Development, 1999b)

Rental Housing Assistance—The Crisis Continues: The 1997 Report to Congress on
Worst Case Housing Needs (U.S. Department of Housing and Urban
Development, 1998a)

Rental Housing Assistance—The Worsening Crisis: A Report to Congress on Worst
Case Housing Needs (U.S. Department of Housing and Urban Development,
2000b)

A Report on Worst Case Housing Needs in 1999: New Opportunities Amid
Continuing Challenges (U.S. Department of Housing and Urban Development,
2001)

Affordable Housing Needs: A Report to Congress on the Significant Need for
Housing—Annual Compilation of a Worst Case Housing Needs Survey (U.S.
Department of Housing and Urban Development, 2007a)

Literature Review

Does Housing Assistance Perversely Affect Self-Sufficiency? A Review Essay
(Shroder, 2002)

In-Depth Analysis

Welfare Reform Impacts on Public Housing Program: A Preliminary Forecast (U.S.
Department of Housing and Urban Development, 1998¢)

Vouchers Versus Production Revisited (Shroder and Reiger, 2000)

Unequal Burden: Income and Racial Disparities in Subprime Lending in America
(U.S. Department of Housing and Urban Development, 2000d)

Can Housing Assistance Support Welfare Reform? (Khadduri, Shroder, and Steffen,
2003)

The Impacts of Welfare Reform on Recipients of Housing Assistance (Lee, Beecroft,
and Shroder, 2005)

The Flexible Voucher Program: Why a New Approach to Housing Subsidy Is Needed
(U.S. Department of Housing and Urban Development, 2004b)

continued
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TABLE 5-2 Continued

To Support Program Administration

Descriptive Studies

In the Crossfire: The Impact of Gun Violence on Public Housing Communities (U.S.
Department of Housing and Urban Development, 2000a)

Current Housing Unit Damage Estimates from Hurricanes Katrina, Rita, and Wilma
(U.S. Federal Emergency Management Agency, U.S. Department of Housing and
Urban Development, and U.S. Small Business Administration, 2006)

The Uses of Discretionary Authority in the Public Housing Program: A Baseline
Inventory of Issues, Policy, and Practice (Devine, Rubin, and Gray, 1999)

The Number of Federally Assisted Units Under Lease and the Costs of Leased Units
to the Department of Housing and Urban Development (U.S. Department of
Housing and Urban Development, 2007¢)

Literature Review

Section 8 Tenant-Based Housing Assistance: A Look Back After 30 Years (U.S.
Department of Housing and Urban Development, 2000c)
In-Depth Analysis

Redistribution Effect of Introducing Census 2000 Data into the CDBG Formula
(Richardson, Meehan, and Kelly, 2003)
CDBG Formula Targeting to Community Development Need (Richardson, 2005)

To Support Regulation and Oversight of GSEs

Descriptive Studies

The GSEs’ Funding of Affordable Loans: A 1996 Update (Bunce and Scheesele,
1998)

Characteristics of Mortgages Purchased by Fannie Mae and Freddie Mac, 1993-1995
(Manchester, Neal, and Bunce, 1998)

The GSEs’ Funding of Affordable Loans: A 2000 Update (Bunce, 2002)

An Analysis of Mortgage Refinancing, 2001-2003 (U.S. Department of Housing and
Urban Development, 2004a)

Literature Review

Understanding Consumer Credit and Mortgage Scoring: A Work in Progress at HUD
(Bunce, Reeder, and Scheesele, 1999)

In-Depth Analysis

The Multifamily Secondary Mortgage Market: The Role of Government Sponsored
Enterprises (Segal and Szymanoski, 1997)

HMDA Coverage of the Mortgage Market (Scheesele, 1998a)

The GSEs’ Purchase of Single-Family Rental Property Mortgages (DiVenti, 1998)

An Analysis of GSE Purchases of Mortgages for African-American Borrowers and
Their Neighborhoods (Bunce, 2000)
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Operating as it does in an extreme resource-constrained environment,
it is important that PD&R focus intently on research that supports the
department’s broad strategic goals. The committee was pleased to find that
all of the 29 research products it evaluated met that criterion, with some
supporting more than one goal. Eight studies addressed HUD’s goal of
increasing home ownership opportunities; 20 spoke to the promotion of
affordable housing; 5 focused on expanding fair housing and equal oppor-
tunity; and 11 were about strengthening communities.

Regardless of research purpose, the sampled studies were evenly split
between those that consisted primarily of descriptive analysis and those
that featured more complex statistical analysis and modeling. Describing a
study as descriptive is not meant pejoratively. Certainly, it would be a mis-
take to conclude that almost half of PD&R’s internally produced research
consisted of pro forma displays of routine data. Nothing could be further
from the truth. As the following discussion of the various research types
suggests, whether in support of policy development, program administra-
tion, or within the context of GSE regulation, most descriptive studies
were quite complex, nuanced, and highly informative. And, frequently,
this important information could not have been obtained without the
creative and complex merging of administrative data from more than one
data base.

RESEARCH IN SUPPORT OF POLICY DEVELOPMENT

As suggested above, some research reports in support of policy devel-
opment are purely informational, taking the form of annual reports on
particular program activities, sometimes directed to Congress, sometimes
to the public. Generally, while this type of work does not require sophis-
ticated research methodologies, it may involve the extraction of relevant
information from one or more administrative data systems requiring com-
plex computer programs and sophisticated data manipulation skills. Not
infrequently, a single descriptive report may require the need to draw
compatible data from multiple data bases or to merge program data from
different systems.

Though in-house reports of this sort rarely involve formal assessments
of program impacts or involve comparison groups, as is the case with much
external research, they may involve quite sophisticated statistical analysis.
More often than not, they provide various HUD clients and constituents
important descriptive metrics and benchmarks over time. Because of their
program and policy importance, their methodology, accuracy of reporting
and interpretation are paramount. Prominent examples of this type of in-
house work include PD&R’s periodic reports on worst case housing needs
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for rental assistance,! descriptive papers on the location patterns of hous-
ing choice voucher recipients, and analysis of the length of stay in assisted
housing. Some examples of recent work of this type are given below.

Evaluating the Effect of Changes in Discretionary
Authority in Public Housing Programs

In 1999 PD&R issued The Uses of Discretionary Authority in the
Public Housing Program: A Baseline Inventory of Issues, Policy, and
Practice (Devine, Rubin, and Gray, 1999). The passage of the Quality
Housing and Work Responsibility Act (QHWRA) of 1998 was a pivotal
time in the history of the public housing program because it granted the
nation’s public housing agencies unprecedented flexibility and latitude in
such areas as tenant selection, the use of income incentives, and the set-
ting of minimum and ceiling rents. Because QHWRA had the potential to
fundamentally change the nature of public housing, establishing a baseline
for how Public Housing Authorities were exercising discretionary authority
prior to QHWRA was essential in laying the groundwork for PD&R to be
able to assess the long-term impacts of public housing reform in the future
in a systematic way.

The Impact of Gun Violence on Public Housing Authorities

In 2000 PD&R issued In the Crossfire: The Impact of Gun Violence
on Public Housing Communities (U.S. Department of Housing and Urban
Development, 2000a), a report that used both HUD and Bureau of Justice
statistics to examine the scope and magnitude of gun-related violence in
and around public housing. The study used the National Crime Victimiza-
tion Survey to identify respondents residing in public housing and to report
their exposure to crime. Among the report’s key findings was that people
in public housing are over twice as likely to suffer from firearm-related
victimization as people living elsewhere.

The Cost of Leased Units

In 2007 PD&R issued The Number of Federally Assisted Units Under
Lease and the Costs of Leased Units to the Department of Housing and
Urban Development (U.S. Department of Housing and Urban Develop-

Households with worst case needs are renters who do not receive housing assistance from
federal, state, or local government programs; have incomes below 50 percent of their local area
median family income, as determined by HUDj; and pay more than one-half of their income
for rent and utilities or live in severely substandard housing.
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ment, 2007¢). Though purely descriptive, this brief report is an exemplar of
PD&R expertise in the use of administrative data to create policy-important
program data otherwise unavailable from any source. Knowing the size
and federal cost of supporting the project-based assisted housing stock is
important to policy makers, appropriators, and housing advocates. Esti-
mates were derived using administrative data from several data bases; the
work included procedures for avoiding duplication of records and double
counting or under reporting, and created policy-relevant metrics otherwise
unavailable. The report exemplifies the sophisticated data base manage-
ment and analysis skills necessary for PD&R to be able to report seemingly
straightforward and highly useful program information.

Monitoring Affordable Housing Needs

In the 1980s, HUD began reporting to Congress what are defined to be
worst case housing needs, but the reports became increasingly informal and
irregular. In 1990 the Senate Appropriations Committee directed HUD to
“resume the annual compilation of a worst case needs survey of the United
States.” Consequently, an important in-house research product of PD&R
is the regular report to Congress on worst case housing needs, and several
versions of this report fell into the committee’s sample.

The principal source of national housing data for the worst case needs
report has been the biennial American Housing Survey (AHS). However, in
various versions of the report, PD&R staff have supplemented AHS data
with data from administrative data bases and other federal studies to enrich
the analysis and policy importance of these studies. Over time, PD&R staff
have also improved and refined the methodology used to prepare the report.
For example, while the first worst case needs report, published in 1991,
only used data from the 1989 national AHS, the second report, published a
year later, augmented the 1989 AHS data with information from the metro-
politan surveys conducted during 1987-1990. Two years later, in 1994, the
report was based on the 1991 AHS supplemented with data from the 1990
decennial census. In 1996, the report incorporated HUD administrative
data for the first time in order to report on the characteristics of households
participating in public housing and Section 8 programs. In 1998, PD&R
brought supply considerations into the analysis, noting that “the stock of
housing affordable to the lowest income families is shrinking” (U.S. Depart-
ment of Housing and Urban Development, 1998a, p. i).

With extreme rent burdens accounting for the vast majority of hous-
ing need, more recent worst case needs reports have used data from HUD
administrative datasets such as the Multifamily Tenant Characteristics Sys-
tem and the Tenant Rental Assistance Certification System, and from the
federal Survey of Income and Program Participation (SIPP) to measure
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changes in severe rent burdens for individual households over time. This
information could not be obtained from the AHS national panel because
AHS follows the same housing units over time, not households; SIPP is a
household-based survey. Thus, the newest report is not only able to deter-
mine by how much worst case needs have grown, but also to report on the
stability of high rent burdens over time.

Housing for the Elderly

In 1999 PD&R issued Housing Our Elders: A Report Card on the
Housing Conditions of Older Americans (U.S. Department of Housing and
Urban Development, 1999b). The study was based on a special supple-
ment to the 1995 AHS national panel—on home accessibility needs and
modifications—which was used to develop a baseline of information on
elderly housing conditions, needs, and strategies. This supplement laid the
groundwork for greater policy concentration on the housing conditions and
maintenance needs of low-income seniors.

RESEARCH AND ANALYSIS IN SUPPORT OF
PROGRAM ADMINISTRATION

Many federal programs use complex formulas to distribute large flows
of program resources to units of government, housing authorities, and other
populations. The development and fine tuning of program formulas require
a sophisticated understanding of legislative and regulatory program require-
ments and the methodological ability to develop alternative formulas and
test their sensitivity. Prominent examples of this important work include
the fine tuning and consideration of alternative formulas for HUD’s largest
community development program, the Community Development Block
Grant (CDBG) and the development of formulas for one-time use to dis-
tribute disaster relief in accord with statutory intent or regulatory require-
ments. Examples of particularly useful recent in-house work are described
in the following sections.

Refining the Formula for Community Development Block Grants

The CDBG formula has undergone five major assessments since its
introduction in 1974. CDBG Formula Targeting to Community Develop-
ment Need (Richardson, 2005) assessed how well the CDBG formula tar-
gets areas most in need after the release and introduction into the formula
of data from the 2000 census. The report shows that while the formula
generally continues to target those areas in most need, targeting toward
community development need has declined substantially over that period.
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Furthermore, the amount of funds going to the neediest grantees on a per
capita basis has decreased, while the amount of funds going to the least
needy grantees on a per capita basis has increased. The report offered four
alternative formulas that would substantially improve targeting to commu-
nity development need. Among the most policy-relevant findings from the
sophisticated factor analysis conducted for this study was that “two new
patterns of variance arose in 2000 ... [that] were not evident in 1970, 1980,
or 1990: (1) a factor representing fiscal stress associated with immigrant
growth; and (2) a factor reflecting low-density places with high poverty
concentrations but declining poverty rates” (Richardson, 2005, p. ix).

Estimating Housing Unit Damage from
Hurricanes Katrina, Rita, and Wilma

In late December 20035, the President approved a supplementary appro-
priation that included $11.5 billion for the CDBG program to provide
“disaster relief, long-term recovery, and restoration of the infrastructure
in the most impacted and distressed areas” of the five states affected by
Hurricanes Katrina, Rita, and Wilma (P.L. 109-148). HUD was charged
with dividing the funds among Alabama, Florida, Louisiana, Mississippi,
and Texas, with the caveat that no individual state could receive more than
54 percent of the total. PD&R staff developed a formula, briefed senior
staff, and provided background on the allocation methodology when the
formula was announced on January 25, 2006.

PD&R’s report, Current Housing Unit Damage Estimates: Hurricanes
Katrina, Rita, and Wilma (U.S. Federal Emergency Management Agency,
U.S. Department of Housing and Urban Development, and U.S. Small
Business Administration, 2006), provided Congress with detailed tables
on the extent and type of hurricane-caused damage for individual housing
units, by tenure, insurance status, and housing type for properties in the
five states. Inspections were carried out by staff of the Federal Emergency
Management Agency and the Small Business Administration. PD&R staff
developed the templates for data presentation and methodology for mini-
mizing duplicate reporting and undercounting damaged properties. The
committee notes that this report was not only important for policy; it also
reflects the confidence of the administration in the agility and creativity of
HUD and PD&R in high-sensitivity formula-related analysis.

RESEARCH IN SUPPORT OF REGULATING
AND OVERSEEING GSEs

Up until the recent passage of the Housing and Economic Recovery
Act of 2008, HUD has been responsible for regulating and overseeing the
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affordable housing goals of two GSEs, Fannie Mae and Freddie Mac. It has
carried out these activities primarily through in-house staff analysis, some-
times supplemented by external research. Because this work has served as
the federal government’s primary basis for setting goals at particular levels,
it has been essential that the quality, accuracy, and rigor of the underlying
research and analysis of this work be at the highest possible level and pass
the judgment of outside scholars, industry experts, and analysts. Several of
the in-house reports in the committee’s sample were part of a large body of
work that has been undertaken by PD&R staff over the years on housing
finance.

In 1992, Congress expressed concern about the GSEs’ funding of
affordable loans for low-income families, particularly those living in inner-
city neighborhoods that had been “redlined” by prime lenders. Because of
this concern, Congress called for HUD to establish three affordable housing
goals that the GSEs must meet: (1) a low and moderate income goal, which
targets borrowers with incomes no larger than the area median income;
(2) a special affordable goal, which targets very low-income borrowers and
low-income borrowers living in low-income census tracts; and (3) a geo-
graphically targeted or underserved areas goal, which targets low-income
and high-minority neighborhoods. This mandate resulted in PD&R’s under-
taking a number of thoughtful and sophisticated statistical analyzes to
determine whether Fannie Mae and Freddie Mac individually and collec-
tively lead or lag the conventional primary mortgage market.

In July 2008 the President signed into law the Housing and Economic
Recovery Act of 2008 (P.L. 110-289), the most comprehensive housing
legislation in decades. The bill contains a large number of provisions,
including the establishment of a new independent regulatory agency, the
Federal Housing Finance Agency (FHFA), designed to improve the safety
and soundness supervision of Fannie Mae, Freddie Mac, and the Federal
Home Loan Banks. The bill empowers FHFA with broad supervisory and
regulatory powers over the operations, activities, corporate governance,
safety and soundness, and mission of the GSEs, and provides new and more
flexible authority to establish minimum and risk-based capital require-
ments. The bill also increases the authority of the U.S. Treasury to buy stock
or debt in the GSEs, if necessary, to stabilize markets, prevent disruptions in
mortgage availability, and protect taxpayers. Although PD&R, and indeed
HUD, have not been responsible for GSE safety and soundness since the
housing legislation in 1992, the establishment of the new regulatory agency
means that such functions as the setting of GSE affordable housing goals
will be transferred from PD&R to the new regulator. It is worth noting
that some of the staff for this new agency will come from PD&R’s already
understaffed Office of Economic Affairs, which will still be responsible for
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fair market rents, income limits, analysis under the Real Estate Settlement
Procedures Act, and, generally, housing finance and public finance issues.

CONCLUSIONS AND RECOMMENDATIONS

With some reservations noted below, the committee gives generally
high marks to PD&R’s in-house research program. Across the products
the committee sampled, PD&R researchers displayed deftness in the selec-
tion, merging and manipulation, and analysis of a wide range of program-
specific administrative data bases and public-use surveys required to answer
important research and policy questions. Generally speaking, individual
researchers and research teams were well suited to their assignments, with
no evidence of a substantive lack of expertise or a mismatch between
research design and the capabilities of staff to complete high-quality work.
The sampled studies had clearly stated purposes and adequate explana-
tions of the methodology and limitations of the data used. In a few cases,
discussions of methodology accounted for a disproportionate share of the
total research product, rather than the presentation and analysis of data,
but this is appropriate when the sources and assumptions underlying criti-
cal estimates of program costs, activities, or other important metrics are
the focus of the project and are necessary to secure public confidence in
their reliability.

Though mostly descriptive and stopping far short of estimating pro-
gram impact or effectiveness, the majority of in-house studies are never-
theless highly analytical and policy relevant. Taken as a whole, they are
testaments to PD&R staff program and policy expertise and to their exper-
tise in drawing data from one or more administrative data systems to
create important program indicators. Virtually all studies filled important
information gaps, and a substantial fraction addressed new or previously
unexplored or underexplored research questions important to policy or
program administration.

Perhaps the most sophisticated studies the committee reviewed were
products of PD&R’s Office of Economic Affairs, which as noted previ-
ously until the introduction of the Housing and Economic Recovery Act
of 2008 involved HUD’s oversight of Fannie Mae and Freddie Mac. This
office’s working paper series on housing finance has consistently been
of a quality, sophistication, and statistical rigor on a par with high-level
economic research. Because these studies have guided HUD regulations
of the GSEs, the underlying research has often been highly contested,
and indeed challenged through formal administrative procedures; almost
without exception, the analysis has withstood high-level peer review and
adversarial scrutiny.

Another notable area of high-quality in-house research are studies
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dealing with the nexus of housing assistance and welfare reform; several
staff papers and studies on this topic have been published in respected peer-
reviewed journals. What is notable about these publications is that they
are mostly inferential, asking and answering pointed program and policy
questions, and thereby sharing more in common with externally produced
impact assessments than with other in-house research activities.

A complicated by-product of outside publication is that the conclusions
of the authors—HUD employees—may not reflect the official opinion or
policy of the department, and this is always clearly stated by the authors.
Despite this complication, the committee believes that in an organization
with serious staff constraints, the ability to publish is testament to the
intellectual quality and drive of individuals rather than to the demands of
the position. The committee also believes that encouraging staff to create
publishable studies by providing access to data sources not generally avail-
able to the outside research community, and through other inexpensive
incentives, is important to staff development and retention.

In many cases, timeliness and usefulness go hand-in-hand. If answers
to specific questions are required by a time certain for budget making or
possible inclusion in a legislative agenda, or other priority need and they are
not forthcoming, PD&R would not be doing its job. However, the commit-
tee had a much harder time judging the timeliness of internally produced
research results than evaluating the quality of the work. Nevertheless, the
issue of timeliness and the basis for PD&R’s in-house research agenda-
setting is an important one. The committee is concerned that recent budget
cuts will result in staff having increasingly less time to conduct internal
research as time set aside for internal research is increasingly eroded, in the
course of dealing with other matters.

Major Recommendation 3: PD&R should treat the development of the in-
house research agenda more systematically and on a par with the external
research agenda.

Recommendation 5-1: PD&R should develop a formal process for setting
the in-house research agenda with clear priorities and timelines for project
delivery. As priorities shift during the year, changes in delivery dates should
be formally noted.

Recommendation 5-2: PD&R should develop a more explicit relationship
between the in-house and external research agendas. Not following up
internally conducted baseline studies with formal external studies of the
systematic impacts of policy change risks wasting internal resources.
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Recommendation 5-3: PD&R should encourage and assign staff to attend
selected conferences on a regular basis, to help staff stay up to date on
evolving research and methods, find out about promising scholars, gain
insight on emerging policy questions, and generate fresh ideas about poten-
tial research that HUD should be conducting.

Recommendation 5-4: The assistant secretary of PD&R should provide
incentives to professional research staff to publish their work.



Evaluation of Policy Development
and Program Support

PD&R has a unique role in the policy development process. Because it
is not a program office, it is not committed to a given program or a given
recommendation. It is an independent voice and source of policy analysis
for the secretary. Major new initiatives are likely to be significant departures
from existing programs, and the secretary may often look to PD&R to
develop the initiative. Some of these initiatives are proactive, and some are
reactive. PD&R has had a particularly significant role when policy makers
have felt it necessary to reform programs and have been looking for solu-
tions. A number of HUD’s major policy initiatives have been developed in
such situations.

PD&R staff have an advantage over program offices in designing and
managing research projects and in interpreting research results. PD&R staff
are likely to be less knowledgeable about a program than the program office
staff that actually manage it, but they build up expertise as they conduct
research and participate in the policy development process. In addition,
individual PD&R staff members sometimes have experience in program
offices before coming to PD&R (and the converse is true; mobility occurs
in both directions). Thus, individual staff members are frequently extremely
knowledgeable about specific programs. Indeed, policy development draws
on research in the broadest sense of that term.

This chapter focuses on specific instances of policy development, but
in describing many of these examples it will be clear that a particular
policy initiative draws on previous research and analysis. Many impor-
tant policy proposals grow out of research programs that have produced
results over a long period of time. However, the committee makes a

93
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distinction between “short-term” policy development, discussed in this
chapter, and the long-term interaction between research and policy devel-
opment, discussed in Chapter 9.

Policy development tends to be thought of in terms of HUD’s programs,
but it is also extremely important in the exercise of HUD’s regulatory
responsibilities over the housing finance system and the housing market.
The committee found it convenient to discuss PD&R’s role in programmatic
and regulatory activities separately. Within the programmatic activities,
the committee distinguishes between modest changes, major reforms, and
broad urban policy concerns that may lie outside the responsibilities of
the department. Before considering these activities, we discuss some basic
concerns about assessment.

THE DIFFICULTY OF EVALUATING POLICY DEVELOPMENT

The contribution of HUD’s research activities to the policy develop-
ment process is difficult to evaluate. This is inherent in the process. “Policy
development” is not the sole preserve of the Office of Policy Development
and Research; it involves relevant program offices and other support offices,
such as the Office of the General Counsel and the Office of the Chief Finan-
cial Officer. More fundamentally, to a large extent the activity leading to
any particular policy decision is not public. It is internal to the department
or the executive branch; it is pre-decisional and therefore confidential. Some
of it is oral rather than written; contributions are made in the course of
meetings among senior departmental policy makers. Memoranda and other
documents produced during the development process certainly include
some of this information, but they do not reflect what happens at the actual
decision-making point. Nor do they describe the informal discussions that
occur between offices and individuals during the process, in the course of
which significant second-order issues may be resolved and major issues
clarified. Testimony and speeches by the secretary and other HUD officials
do not typically include citations, and seldom if ever include references to
the contributions of individuals or offices in HUD.

This inherent difficulty can be addressed in several ways. One possibil-
ity would be an intensive set of structured interviews asking similar ques-
tions with the same basic format with participants in the policy process,
such as past HUD secretaries and assistant secretaries, officials at the Office
of Management and Budget (OMB) and perhaps elsewhere in the Execu-
tive Office of the President, key members of Congress and legislative staff,
and perhaps others. Although such an approach was beyond the scope and
resources of the committee, several of the committee’s meetings included
discussions with former PD&R officials and senior congressional staff, and
these provided insight into the policy-making process in general, as well as



EVALUATION OF POLICY DEVELOPMENT 95

specific examples. In addition, committee members include former PD&R
assistant secretaries and deputy assistant secretaries and former visiting
scholars, whose combined personal experience at HUD extends over more
than half of the history of the office.

Apart from the personal experiences of committee members and others
with knowledge of specific instances, the quality of PD&R’s contribution
to the internal process of policy making, or for that matter the quality of
the contribution of any office, has to be inferred from the policy outcome,
and attitudes toward a given policy outcome will vary. Moreover, the final
decision may primarily reflect the recommendations of some offices rather
than others.

For these reasons, the committee did not conduct a formal evalua-
tion of the policy development function in PD&R. Instead, the committee
developed a conceptual framework for categorizing types of policy devel-
opment activities and provided a number of illustrations in each category.
The committee believes that this approach conveys the broad range and
quality of policy development work and the contexts in which it occurs.
PD&R has played a positive, essential, and indeed (as stated at the begin-
ning of this chapter) unique role in the development of housing and urban
policy, across the range of HUD program and regulatory responsibilities
and beyond.

THE NATURE OF POLICY DEVELOPMENT ACTIVITIES

As with research, policy development activities can be categorized
in several dimensions. They can serve different purposes, ranging from
improvements in the operations of HUD programs, to new initiatives within
the general framework of HUD’s authority, and to broad urban policy con-
cerns, such as providing support to independent commissions established by
the secretary or even the President to address subjects that may be outside
the program responsibilities of the department. In the program support cat-
egory in particular, there are differences in scope and scale. Policy proposals
can be for modest, marginal changes in programs, sometimes conveniently
known as “tweaking,” or they can be substantial reforms that affect the
fundamental structure and operations of a program, taking several years of
work. Some PD&R activities are negative rather than positive—stopping
bad ideas from becoming policy.

The committee has found this typology—program support, new HUD
initiatives, broad urban policy concerns—useful in describing PD&R’s
policy development activities. In addition, it is useful to consider program-
matic and regulatory matters separately. The remainder of this section
provides illustrations in each category.
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Program Support

Policy development in support of ongoing programs is the most com-
mon PD&R activity in the general policy development category. As noted,
the scale of effort varies from modest program modifications to substantial
improvements that can benefit the federal government or program par-
ticipants to the extent of billions of dollars. The range is illustrated in the
following examples.

TOTAL

The TOTAL (Technology Open To All Lenders) Scorecard allows
lenders approved by the Federal Housing Authority (FHA) to determine
whether a specific home mortgage loan will be insured by FHA. It is
designed to function as part of the lender’s own automated underwriting
process. The TOTAL Scorecard improves FHA’s ability to assess the risk of
default at the high-risk end of FHA’s spectrum of borrowers, and thereby to
broaden its risk spectrum and serve borrowers it might otherwise not have
done. The proportion of minority households tends to increase with risk,
so the Scorecard enables FHA to serve more minority households.

PD&R staff developed the Scorecard, using private data on credit
scores from Fair Isaac and Company, as well as FHA data on borrower
characteristics and loan experience, to improve FHA’s ability to assess risk.
Work on the Scorecard began in the late 1990s and was completed by
2000. It was made available first through Fannie Mae and then directly to
all lenders in 2003. Lenders have reported satisfaction with the Scorecard,
especially its compatibility with their origination systems. Through fiscal
2007, about 1.24 million loan applications had been processed through
TOTAL, and about 1.1 million mortgages approved for insurance; about
425,000 applications were processed in fiscal 2007 (U.S. Department of
Housing and Urban Development, 2007b, p. 9), somewhat more than half
of the 770,000 applications received.

Quality Control

For many years HUD has been sharply criticized for substantial inac-
curacies in setting rents for tenants in its assisted housing programs,
including both those administered by the Office of Public and Indian
Housing (public housing and the voucher and certificate programs) and
those administered by the Office of Housing (Section 8 and earlier pri-
vately owned subsidized projects). Unlike other assistance programs, such
as Food Stamps, HUD lacked a quality control program to identify and
reduce payment errors.
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Efforts to reform the process began in the mid-1980s, when Under
Secretary Philip Abrams created a task force to study the application of
quality control to HUD programs with income-conditioned subsidies.
PD&R staff chaired the task force and played the major role in drafting
the report. The Office of Housing was then assigned to develop a quality
control program, but a contract to measure the magnitude of errors was
not signed until 1988, and data collection did not begin until 1992. After
the data collection was completed, PD&R was assigned responsibility for
the study, which was completed in 1996 (Loux, Sistek, and Wann, 1996).
The study estimated that slightly more than half of assisted households paid
either too much or too little; errors totaled about 8 percent of HUD sub-
sidies, about $1.4 billion. The errors cut in both directions: some tenants
paid too much in rent and others too little, relative to their incomes and
household size.

Specific recommendations to reduce the errors resulted from the research,
including better training and monitoring of public housing authorities, sim-
plification of the legal and regulatory requirements for calculating rents, and
obtaining better information on tenant employment income by matching
records of the Public Housing Authority with independent databases. The
program offices, working in cooperation with PD&R and the Office of the
Chief Financial Officer, began implementing these recommendations in 2001
through the Rental Housing Integrity Improvement Project, and by fiscal
2003 HUD had begun to reduce errors substantially. By fiscal 2005, the error
rate had been reduced to about 3 percent, or about $900 million (assisted
housing programs were substantially larger in 2005 than in 1993). This
continued progress led the U.S. Government Accountability Office to remove
the housing assistance programs from its list of high-risk programs. PD&R-
supported external research monitored and verified the improvement.

The quality control work took quite a bit longer than TOTAL and even-
tually involved in-house and external research as well as policy development.
Initially, PD&R’s role was intended to be limited to policy development, and
it continues to be involved in policy development and program monitoring.
The quality control effort is also an example—not uncommon—of how work
begun in one administration continues in successor administrations to the
long-term benefit of the department and the taxpayer.

SEMAP

The Section Eight Management Assessment Program (SEMAP) rates
the management of the voucher program by public housing agencies. Origi-
nally, some elements of the SEMAP rating were based on data analysis by
local housing authority staff, who are typically not trained in sampling
and research techniques. A PD&R project found substantial errors in these
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data, large enough to affect the overall SEMAP rating, leading the Office
of Public and Indian Housing to revise the SEMAP indicators.

Housing Counseling

Many policy development activities are much smaller in scope than
those just described. The Office of Housing manages the department’s
housing counseling program, funded at about $40 million annually in
recent years, and has collected data on the activities of counseling agencies.
An analysis by PD&R contributed to the design of a new data collection
system, with information about individual households, which is currently
being implemented. This system is being utilized in the large-scale housing
counseling study now under way.

Fair Market Rents and the LIHTC

For more than 30 years PD&R has had the responsibility for estimating
fair market rents for individual housing markets (defined as metropolitan
areas or individual nonmetropolitan counties) on an annual basis. Fair
market rents originally determined the maximum rent for a unit in the cer-
tificate program and, subsequently, the maximum amount that HUD would
pay toward the rent of a unit in the voucher program. When the Low-
Income Housing Tax Credit (LIHTC) Program was enacted in 1986, HUD
was given the responsibility for determining which local areas qualified
for higher credit rates because of high construction, land, and utility costs
(known as difficult development areas). Within HUD, the responsibility was
assigned to PD&R, which used fair market rents as one of the criteria. This
is an instance in which PD&R provided program support to another agency
(the Treasury Department, which administers the LIHTC).

Income Limits

PD&R produces median family income estimates for each local housing
market. These estimates are then used to determine the income limits for
program eligibility (for example, 50 percent of the local median income).
The original use of the estimates was in the public housing program; they
now apply in 11 HUD assistance and community development programs. In
addition, they are used by several other agencies, including the Departments
of Agriculture and Veterans’ Affairs. They are used in the LIHTC as one of
the criteria for difficult development areas (the criterion is the ratio of the
fair market rent to the median income) and in the criteria for qualified cen-
sus tracts, which also receive higher credit rates. They are referenced in five
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provisions of the federal tax code, applying to both the LIHTC and state-
issued tax-exempt bonds, and in the affordable housing goals for Fannie Mae
and Freddie Mac, the affordable housing programs of the Federal Housing
Finance Board, and the rules for Community Reinvestment Act compliance.

Hurricane Katrina and the Northridge Earthquake

PD&R has conducted analyses that have contributed to the federal gov-
ernment’s responses to natural disasters. Between 1992 and 2005, Congress
appropriated 17 supplements to the Community Development Block Grant
(CDBG) Program for relief aid in various situations; PD&R was called in
to develop the formulas for allocating these funds. In the aftermath of Hur-
ricane Katrina and the other storms that damaged Gulf Coast communities
in 2005, PD&R’s work included being part of an interagency collaboration
that created property damage estimates from government and private data
sources (U.S. Federal Emergency Management Agency, U.S. Department of
Housing and Urban Development, and U.S. Small Business Administration,
2006). This work became the basis for allocating $16 billion in supplemen-
tal CDBG funding; measuring the extent of damage to housing, which was
used to justify the second CDBG supplemental appropriation; and analyzing
the availability of vacant rental housing within various distances from New
Orleans.

In 1994 the accumulated evidence from PD&R research about the
effectiveness of housing vouchers led HUD to offer emergency vouchers to
low-income households displaced after the Northridge earthquake. More-
over, existing research on program features that discouraged landlord par-
ticipation informed the decision to waive some of the standard program
regulations so that the emergency vouchers would be more widely accepted
in the Los Angeles rental market. PD&R then deployed a team of in-house
researchers to monitor and assess the early implementation of the emer-
gency vouchers, and, over the following 2 years, funded external research
on the Northridge program.

New Initiatives

New initiatives are inherently less frequent than program support
activities. HUD does not offer new initiatives more often than every few
years, although the boundary between program support activities and new
initiatives is to some extent a matter of individual judgment. Modifications
to a large program can be so extensive as to be commonly considered a
new Initiative.
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Home Equity Conversion Mortgages (HECMs)

In 1987 FHA received statutory authority to insure home equity con-
version mortgages (HECMs) for elderly homeowners who wanted to use
the equity in their homes for living expenses. HECMs were authorized
by Congress on a demonstration basis. PD&R had the lead in designing
the demonstration, working with the Office of Housing. PD&R’s specific
recommendations, incorporated into the program, included a two-part pre-
mium structure (200 basis points as an upfront premium and 50 basis points
annually), for the first time in any FHA insurance program; a method for
calculating the maximum amount of a mortgage, based on the borrower’s
age and the interest rate; and formulas for borrowers to establish their own
plans for receiving payments from the mortgage. The two-part premium
subsequently was adopted for the basic FHA home mortgage insurance
program and some smaller programs.

FHA-insured HECMs grew in popularity gradually until early in this
decade, then they began increasing very rapidly. In 2005 Congress made
the program permanent.

More recently, Congress mandated a study of the insurance premium
on the refinancing of HECMs. A PD&R-funded study (discussed in Chap-
ter 3) concluded that the premium could be lowered to apply only to the
increase in the amount of the mortgage, not the full amount, without
affecting the actuarial soundness of the program (Rodda et al., 2003). This
proposal was adopted by FHA.

Preservation

For a decade beginning in the mid-1980s, HUD confronted the question
of whether and how to preserve Section 236 and Section 8 new construc-
tion projects for their low-income residents, as the original 20-year subsidy
contracts expired and project owners could opt out of the program. PD&R
conducted a survey and analysis of FHA-insured Section 8 projects as
of 1990-1991, which included per-unit estimates of annual subsidy cost,
annual accrual of repair needs, and the backlog of needed repairs to bring
the units up to market standards (Hodes, 1992; Wallace et al., 1993) The
PD&R work provided the most extensive data yet available on the Section
8 inventory and became a basic resource in the policy debates after HUD
proposed a major “preservation” initiative in 19985. It was frequently cited
by HUD officials during the debates on preservation in 1995-1997. A
second survey, updating the data to 19935, also provided useful informa-
tion, although the report on this later survey was not published until 1999
(Finkel et al., 1999).
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Stopping Bad Ideas

The converse of providing program support and developing major initia-
tives is critically analyzing proposals and pointing out their weaknesses as
well as their strengths. To the extent that the proposals are internal to HUD
and PD&R’s critique results in their not being adopted, this role does not
receive much public attention; PD&R’s work is pre-decisional and the deci-
sion is negative. But while much of PD&R’s activity does not see the light of
day, some instances have become public and can serve as illustrations.

Program Rents

The formulas to calculate tenant rents in assisted housing programs
are complicated, and there are frequently proposals to simplify them.
PD&R has the responsibility for estimating the budgetary impact of these
proposals, both overall and for particular categories of assisted house-
holds. Frequently the analysis shows that the proposal will have substantial
budgetary costs or have particularly severe impacts on some demographic
groups. Such findings result in a decision to not proceed with the proposal,
or to withdraw it if it has already been introduced in Congress.

Changing Fair Market Rents

Fair market rents have been set at the 40th percentile of the rent dis-
tribution for recent movers living in decent housing. PD&R analyzed a
proposal in 2000-2001 to raise the standard to the 50th percentile; the
analysis showed that the cost was high and unnecessary in most markets;
eligible families could find decent housing at the 40th percentile of the dis-
tribution (or lower). The proposal was modified to apply only to areas for
which the data showed substantial concentrations of voucher recipients in
particular neighborhoods.

Coinsurance

In 1983 HUD created a coinsurance program for multifamily projects as
a new activity for FHA, although PD&R had advised against the program.
By 1990, the program had incurred substantial defaults and insurance claims,
and the coinsurance feature was proving to be illusory: the lenders’ reserves
were inadequate to cover their share of the losses and FHA was, in fact, bear-
ing a much larger share of the losses than anticipated in the program design.
These were concerns raised by PD&R in advance. In this case, the quality of
PD&R’s contribution to policy making was high, though not followed.
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When Things Go Wrong

Sometimes a major policy initiative results from a program failure.
As noted earlier, PD&R can be especially useful when things go wrong
with a program. The Quality Control research and policy development
mentioned earlier could be regarded as an example; the cost of assisted
housing programs was rising rapidly and HUD lacked a means of deter-
mining the accuracy of subsidy payments. Coinsurance is another example.
When the problems became apparent in 1989, PD&R was given the lead
responsibility for developing a response. PD&R’s analysis contributed to
the secretary’s decision to terminate the program, rather than attempting to
redesign it, and also helped to persuade Congress that the program should
be terminated.

Reinventing HUD

The most extensive effort to address HUD problems since the National
Housing Policy Review was the “Reinvention Blueprint” of the 1990s.
Reinventing HUD was a prominent element in the Clinton administration’s
National Performance Review, chaired by Vice President Gore. The initial
impetus for reinvention was reinforced after the 1994 midterm elections,
when the newly elected congressional Republican majority began to call
for dismantling HUD.

PD&R played a major role in envisioning a radically different depart-
ment and streamlined approach to delivering housing and community
development resources. It had the lead responsibility in crafting the foun-
dational document, A Place to Live Is the Place to Start, released in January
1995, a statement of principles which formed the basis of the department’s
subsequent major legislative proposals (U.S. Department of Housing and
Urban Development, 1995). The specific proposals were described in “HUD
Reinvention: From Blueprint to Action,” issued in March 1995; they
included plans to consolidate 60 major HUD operating programs into three
performance-based funds by 1998; to fundamentally change the nature of
federal subsidies to public housing authorities by providing tenants with
portable rental certificates they could use in place or to rent housing in the
private market; and to convert the Federal Housing Administration into a
government-owned corporation that would run more like a modern insur-
ance company than a bureaucracy. PD&R again had the lead in developing
the detailed proposals.

Reinventing Public Housing

As part of the HUD reinvention, the public housing proposal was
especially far-reaching. The plan called for changing public housing to a
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tenant-assisted, market-based system in an environment in which most
federal regulations would be eliminated and operating subsidies terminated.
It assumed current public housing residents would receive a fully funded
housing certificate or voucher that would enable them to remain in their
current apartment, rent another available public housing unit or, if they
preferred, use the portable subsidy to rent housing in the private market.
The local housing authority would become a supplier of affordable hous-
ing in the larger housing market, competing for both residents and rental
revenues (U.S. Department of Housing and Urban Development, 1996b,
p. 1). In addition, the plan included the demolition of 80,000-100,000 of the
most severely distressed public housing units, with the displaced residents
being given housing vouchers.

This radical reinvention of public housing had to be grounded as
much as possible in operational realities. It fell to the small, but agile, staff
of PD&R’s Division of Policy Studies, working with the cooperation of
the Housing Authority of Baltimore City (HABC), to conduct a “quick-
turnaround” field study in Baltimore of the public housing reinvention
plan, which would enable the department to answer as many specific
questions as possible about what would happen to families, properties,
and housing authorities under the department’s proposals. The 5-month
exercise involved the systematic comparison of every HABC public hous-
ing property with private unsubsidized rental housing as of June 1995.
The market value of each HABC property was estimated by a professional
real estate market firm under contract with PD&R. Property-specific
comparisons, along with estimates of tenant move-outs and neighborhood
resident move-ins to the now-unsubsidized public housing properties,
given prevailing operating costs, led to the finding that about one-half of
HABC’s developments, representing about one-third of all units, would
operate at a net surplus if they were marketed in an as-is condition. At
the other extreme, just three family-designated high-rise developments
were responsible for 55-67 percent of the total financial deficit incurred
in Baltimore’s public housing program (Abravanel et al., 1999, p. 84).

The study further found that the near-term fiscal consequences of
marketing properties in an as-is condition under competitive conditions
would result in HABC incurring annual costs of $90.4 million. Moreover,
it would take an investment of $500 million for HABC to bring all of its
properties to a market-competitive standard. These findings had the effect
of causing HUD to propose stretching out its timeline for fully implement-
ing the reinvention plan and to provide additional capital funds for hous-
ing authorities to renovate their salvageable properties to make them more
competitive (U.S. Department of Housing and Urban Development, 1996b,
p. 5). Although the department’s proposals were not enacted into law, the
seeds of future public housing policies—such as mandatory conversion of



104 REBUILDING THE RESEARCH CAPACITY AT HUD

obsolete properties, project-based budgeting, and a greater focus on asset
management—were planted in this work.

FHA Mutual Mortgage Insurance (MMI) Fund

In the immediate aftermath of the savings and loan industry crisis that
culminated in the enactment of the Financial Institutions Recovery, Reform,
and Enforcement Act in 1989, the financial status of the FHA single-family
home mortgage insurance program became a major concern. HUD Secre-
tary Kemp ordered a systematic analysis of the Mutual Mortgage Insurance
(MMI) Fund (the fund into which mortgage insurance premiums are paid
and from which claims and other expenses are paid). This was the first
independent actuarial analysis of the MMI Fund. PD&R had most of the
relevant expertise in the department and was assigned the responsibility
for managing the contract and working with the accounting firm perform-
ing the analysis. The study found that the MMI Fund was solvent, but not
actuarially sound. PD&R then assumed the lead role in developing the
proposed reforms to restore soundness, and worked with Congress, the U.S.
Government Accountability Office, and OMB until the reform was enacted
in late 1990 (see Weicher, 1992). The fund has met and exceeded the statu-
tory targets for reserves since then, and continues to do so.

RESEARCH AND ANALYSIS IN THE REGULATORY PROCESS

Policy development includes regulatory as well as programmatic issues.
PD&R’s Office of Economic Affairs has a specialized role in developing
regulations. Federal agencies are required to prepare economic and regula-
tory analyses for major regulations, assessing their impact on the economy
in general and specific industries or sectors, such as small businesses. The
requirement for these analyses dates back to the Inflation Impact Analysis
of the mid-1970s; PD&R has had a role in conducting or reviewing the
analyses for HUD rules since that time.

The rules mainly concern HUD programs, but the department also has
had certain responsibilities for regulating the activities of private entities.
Until the passage of the Housing and Economic Recovery Act in August
2008, HUD was the “mission regulator” for Fannie Mae and Freddie Mac,
and the secretary had general regulatory authority over these government-
sponsored enterprises. Financial safety and soundness regulation was the
responsibility of the independent Office of Federal Housing Enterprise
Oversight. HUD also regulates all home purchase and mortgage transac-
tions under the Real Estate Settlement Procedures Act (RESPA). Both gov-
ernment sponsored enterprise (GSE) and RESPA regulation have involved
in-house and external research that fed into the regulatory process, as well
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as preparation of supporting economic analyses. HUD also establishes and
administers the building code for manufactured housing (the only U.S.
national building code) under the Manufactured Housing Construction
and Safety Standards Act. Finally, it regulates the sales of subdivision lots
to consumers under the Interstate Land Sales Full Disclosure Act.

Affordable Housing Goals

Beginning in 1992 and until the passage of the Housing and Economic
Recovery Act, HUD has had the statutory mandate to establish “affordable
housing goals” for Fannie Mae and Freddie Mac. The goal categories were
established by legislation in that year; HUD was charged with quantifying
the goals (e.g., what share of GSE mortgage purchases should be for low-
and moderate-income housing). The numerical targets have been revised
by regulation every 4 or 5 years since 1995. Each proposed regulation has
included an exceptionally extensive analysis of the mortgage and housing
markets and the GSEs’ business, which have been prepared by PD&R’s
Office of Economic Affairs. (The most recent, in 2004, was more than
half the length of War and Peace.) To support these analyses, PD&R has
conducted more than a dozen in-house studies and overseen several exter-
nal research projects, making use of loan-level data from the GSEs, data
produced by HUD, such as the American Housing Survey, and mortgage
market data from the Federal Reserve Board, other government agencies,
and private entities.

RESPA

HUD has the statutory responsibility to issue regulations under RESPA,
governing the provision of settlement services and disclosures to people
who are buying homes or refinancing their mortgages. Regulatory reform
proposals have been developed several times over the last 20 years, each
requiring an extensive economic and regulatory analysis that has been
prepared by PD&R’s Office of Economic Affairs in cooperation with the
Offices of Housing, the General Counsel, and Fair Housing and Equal
Opportunity. In addition to preparing these analyses, PD&R has funded
much of the economic research on RESPA, dating back to the earliest
studies in the late 1970s.

Manufactured Housing Wind Safety Standards

Manufactured housing regulation has been primarily the responsibility
of a specialized staff in the Office of Housing since passage of the Manufac-
tured Housing Construction and Safety Standards Act of 1974. PD&R has
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always had the role of preparing the regulatory impact analyses of manu-
factured housing rules, and these analyses have sometimes had a significant
effect on a proposed rule, and thus on the cost of manufactured housing.
In 1993, in the aftermath of Hurricane Andrew, HUD revised the Manu-
factured Housing Wind Safety Standards to provide better protection for
manufactured housing residents in a severe storm. Originally, the proposed
rule would have applied the new standard on a broad geographical basis,
but the regulatory impact analysis showed that the benefits of applying the
higher standard in areas where hurricanes were not likely to occur were
outweighed by the costs. The final rule was revised to change the standards
only in hurricane-prone areas.

PD&R has also had a broader role in manufactured housing policy. The
PD&R assistant secretary served as a member of the National Commission
on Manufactured Housing, by appointment of the HUD secretary. The
commission was created by Congress to develop legislative and regulatory
proposals and met during 1993-1994.

BROADER URBAN ISSUES AND CONCERNS

A common vehicle for identifying urban policy issues that go well
beyond current program concerns is a commission of nongovernmental
experts, appointed by the secretary or the President, to take an overview
of a subject and develop legislative recommendations. These commissions
typically consider very broad issues, often reaching beyond HUD’s pro-
grammatic responsibilities and cutting across several government agencies,
and their recommendations frequently become the basis for major new
policy initiatives.

Besides supporting HUD’s program and regulatory activities, PD&R
has often provided staff and information to such independent commissions.
PD&R’s role results from the breadth of its staff expertise and its ability
to provide and analyze housing and urban data from within and outside
the department. Its work is sometimes acknowledged explicitly in the com-
mission report and sometimes in the citations in the tables and charts that
support the recommendations.

Millennial Housing Commission

The most recent example is the Millennial Housing Commission,
appointed by Congress in 2000 to explore a broad range of matters concern-
ing affordable housing. The commission’s report in 2002 recognized several
PD&R staff members “for their ongoing involvement and support, which
was especially important to the completion of the Commission’s work”
(Millennial Housing Commission, 2002, p. 122). The commission also made
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use of data provided by PD&R for many of the tables in its report, and
PD&R also contributed to the commission’s definition of housing needs.

President’s Commission on Housing

The President’s Commission on Housing in 1982 similarly acknowl-
edged the assistance of HUD, “particularly the office of Policy Development
and Research” (U.S. President’s Commission on Housing, 1982, p. viii).
A large number of the tables and figures in the commission’s report were
drawn from PD&R’s external and in-house research and from the American
Housing Survey and other PD&R data. The commission’s recommenda-
tions included establishing the voucher as the main housing assistance
program, which was enacted in two stages between 1983 and 1987. Much
of its work, however, concerned the U.S. housing finance system and the
problems of thrift institutions, which were not and have not been HUD
responsibilities, but were regulated by the Federal Home Loan Bank Board
and other financial regulators.

Regulatory Barriers

PD&R provided the staff for the Secretary’s Advisory Commission on
Regulatory Barriers to Affordable Housing. The commission’s 1991 report
was widely praised and its recommendation for a Regulatory Reform Clear-
inghouse on state and local building codes, land-use regulations, and the
permitting process was adopted by HUD and became the basis of a perma-
nent departmental interest in the issue. The department’s current regulatory
reform effort, the America’s Affordable Communities Initiative, draws on
the work of the commission.

State of the Cities

In 1970 Congress mandated a biennial report on urban issues as part of
the Housing and Urban Development Act of that year. Originally known as
the National Growth Report, it became the National Urban Policy Report
in 1977 and most recently the State of the Cities report (an annual report)
in 1997. The most recent of these reports was published in 2000." The
first report in 1972 was prepared by the Domestic Policy Council in the
Executive Office of the President; the second and later reports have been
prepared by HUD, with participation by other government departments.
Responsibility in HUD for the reports was first assigned to the Office of
Community Planning and Development, but since 1982 PD&R has had the

IThere was no report in 1990, and the 1994 report appeared in 1995.
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lead role. The reports vary widely in length and scope; they have generally
contained the administration’s assessment of urban conditions and policy
recommendations and sometimes provided extensive and useful urban data.
In support of these reports, PD&R has established the State of the Cities
Data Base containing census and other data on individual cities and metro-
politan areas, dating back to 1970.

Enterprise Zones

Providing support to independent commissions and reporting on urban
conditions are not the only ways in which PD&R has supported broad
initiatives that go beyond HUD’s programs. After the 1992 Los Angeles
riots, the administration proposed legislation to create enterprise zones in
distressed urban and rural areas. The proposal was developed jointly by
PD&R and the Treasury Department’s Office of Tax Policy. It consisted
primarily of tax incentives (the responsibility of the Treasury Department)
targeted to areas designated by formula (the responsibility of HUD). PD&R
developed the formula and, as the HUD office with the most tax expertise,
also worked with Treasury on the tax incentives. The proposal was not
enacted, but became the forerunner of legislation to create “enterprise com-
munities” and “empowerment zones” in the next administration.

Home Ownership Initiatives

Promoting home ownership, a major goal of housing policy since the
1930s, has been a priority in the last two administrations. President Clinton
announced a national home ownership strategy in 1995, with the goal of
achieving the highest home ownership rate in U.S. history by the year 2000.
The strategy was a public collaboration between HUD and 50 public- and
private-sector organizations. It included 100 specific actions to address
the practical needs of potential home buyers: moderate-income families
that had not been able to save enough for a down payment, lower-income
working families ready to assume the responsibilities of home ownership
but held back by mortgage costs that were just out of reach, and families
who had historically been excluded from home ownership.

HUD Secretary Henry Cisneros had the lead in developing the strategy,
and he received substantial support from many parts of the department,
but none greater than PD&R. PD&R economists collaborated with their
counterparts at Fannie Mae, the National Association of Home Builders,
and other organizations, to provide the analytical justification for the goal.
PD&R also played a major role in compiling the compendium of action
elements that should be taken to remove market barriers and increase
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home buying opportunities for low- and moderate-income and minority
families.

In 2002 President Bush established a policy objective of promoting
home ownership among minority households. He called housing industry
and advocacy organizations to a White House conference to identify actions
that each would take in support of the initiative, and established a numeri-
cal target for additional minority homeowners over the rest of the decade.
PD&R again provided the analysis that led to the specific target, and con-
tinues to monitor minority home ownership trends and measure progress
toward achieving the target.

QUANTIFYING THE VALUE OF POLICY DEVELOPMENT

On balance, the policy development work of PD&R has been valu-
able to the taxpayer and the participants in HUD programs. Creating an
overall cost-benefit analysis is well beyond the charge to the committee, but
a review of a handful of activities is more than enough to establish that
PD&R’s work has produced savings to the taxpayer and benefits to pro-
gram participants many times greater than its cost. We offer two examples
of actual and potential large savings from PD&R’s policy development
activities. They are not intended as a formal cost-benefit analysis of the
specific activities or the work of the office as a whole, but as illustrative of
the value of the work.

The first, more recent example is the quality control project to reduce
errors in rental assistance payments to lower-income households. Housing
assistance has accounted for about 75 percent of the HUD budget in recent
years. As discussed above, PD&R efforts to measure errors and establish a
quality control system date back to the 1980s, and PD&R assumed respon-
sibility for the research and analysis from the Office of Housing in 1993.
The benchmark study of payment errors, for the year 2000, estimated gross
payment errors of $3.2 billion and net payment errors of $2.0 billion, con-
sisting of $2.6 billion in overpayments on behalf of tenants and $0.7 billion
in underpayments (ORC/Macro, 2001).2 The subsequent Rental Housing
Integrity Improvement Project, in which PD&R was a major participant,
adopted the major recommendations of the quality control reports, with
major savings. As of 2004-2005, annual gross errors averaged $1.3 billion
and annual net errors $0.6 billion, consisting of $0.9 billion in overpay-
ments and $0.3 billion in underpayments (ORC/Macro, 2005, 2006). The
annual net savings of $2.0 billion in gross errors and $1.4 billion in net

2Net errors are the savings to taxpayers; gross errors measure the amount by which program
resources have been misallocated, with some low-income households receiving a larger subsidy
than they are entitled and others receiving less than they are entitled.



110 REBUILDING THE RESEARCH CAPACITY AT HUD

errors measure the benefit of the project. The annual savings, either gross
or net, are many times PD&R’s average annual budget of $48 million over
2001-2005; the savings over 2 years are more than the total outlays by
PD&R since its creation in 1970—about $3.2 billion in 2006 dollars.

The second example is of a loss to the federal government because
PD&R’s advice was not followed. In the early 1980s, PD&R recommended
against establishing a multifamily coinsurance program, but HUD did
establish such a program in 1983. Between 1983 and 1990, FHA insured
more than 1,500 apartment projects, containing more than 350,000 apart-
ments, with a total mortgage amount of over $10 billion. By the time the
program was terminated, losses to FHA, and through FHA to the gov-
ernment, were projected at $3.7 billion; losses in 1989 alone were about
$2.5 billion. These losses are net of the amount recouped when FHA sold
the project after default and foreclosure (Gerth, 1991; U.S. Government
Accountability Office, 1992, pp. 20-22). The loss is a cumulative value for
the entire program, rather than an annual flow of savings.

CONCLUSIONS AND RECOMMENDATIONS

PD&R has clearly produced important and valuable policy develop-
ment work across a broad range of HUD program responsibilities and
urban policy concerns. It has perhaps been most valuable when fundamen-
tal reforms are necessary, but it has also contributed to numerous large and
small policy initiatives and program improvements.

At the same time, the committee has identified two significant limita-
tions on PD&R’s ability to contribute effectively to the policy development
process at HUD. The first is procedural. Each year all cabinet departments
go through the process of preparing their portion of the budget plan that
the President submits to Congress for the next fiscal year. The process is
coordinated by OMB, and the budget is submitted to Congress, usually
in February of each year. In each cabinet department, the process of pre-
paring future budgets is almost continuous but usually involves intense
departmental activity over the summer and fall of the year preceding the
beginning of any fiscal year (e.g., the departments’ fiscal 2008 budget must
be developed over the summer of 2006, approximately 16 months before
the beginning of the fiscal year). While this process is commonly called
“the budget process,” it also involves consideration of any change in policy
that the President and the cabinet secretary wish to propose. As such, the
president’s budget includes any legislative proposals that would be neces-
sary to change existing laws or establish new programs and authorities to
carry out the new policies.

Just as the names of the offices vary among the cabinet departments
(almost always containing the words policy, evaluation, research, or plan-
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ning), the roles of these offices vary in how they have traditionally been
involved in the budget process. By design, this committee has representation
from past assistant secretaries that headed two of these offices, the Office
of the Assistant Secretary for Policy and Evaluation (ASPE) at the Depart-
ment of Health and Human Services (HHS) and PD&R at HUD, so our
comparisons are primarily between these two offices. At HHS, ASPE has
traditionally worked closely with the Office of the Assistant Secretary for
Management and Budget (ASMB) to develop the annual budget proposal.
While ASMB is in charge of the process, ASPE has been assigned the task of
working with the various operating divisions of the department to develop
the legislative proposals that were part of the department’s budget submis-
sion to OMB. Policy research and evaluation were always an integral part
of designing the provisions of any legislative proposal, the rationale for any
new or changed policy, and the estimates of the costs or savings that could
be expected from the change in the policy. The planning process for new
legislation typically involves issues about the behavior of consumers and
sellers and how they respond to economic incentives. This means that policy
research and empirical studies play an essential role in answering the crucial
questions about how to design more efficient policies. As such, offices such
as ASPE and PD&R that conduct policy-related research and keep up with
current research by others have, or should have, a crucial role to play in
the annual budget process. Yet, at HUD, PD&R has a minimal role in the
design and preparation of the department’s budget proposal.

The second limitation involves capacity. In policy development, as in
research, the recent staff and funding reductions have made it more diffi-
cult for PD&R to continue some valuable work. The staff reductions have
resulted in the elimination of two divisions since the mid-1990s, the Policy
Support and Program Demonstration Divisions. The former provided staff
support for the Secretary’s Advisory Commission on Regulatory Barriers to
Affordable Housing and conducted the study of voucher concentration in
Baltimore neighborhoods. The latter conducted the Project Self-Sufficiency
Demonstration in the mid-1980s, the first HUD effort to combine housing
assistance with other services in an effort to help low-income families move
from welfare to the labor market, and the forerunner of other, larger HUD
initiatives with the same purpose. There are now no entities in PD&R in a
position to conduct similar activities.

The loss of these divisions is only part of the larger decline in staff for
policy development. As reported in Chapter 2, the total staff in the Office
of Policy Development has been cut in half since 1989, from 35 to 17
positions. The total staff in the Office of Economic Affairs (OEA), which
also has major policy development functions particularly in the area of
housing finance, has been cut by one-third, from 32 to 23 positions, while
at the same time acquiring new responsibilities to support the secretary’s
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much more extensive regulatory authority over the housing finance system.
The transfer of those responsibilities to the new Federal Housing Finance
Agency includes a transfer of OEA staff, which is likely to leave OEA with
about half the staff it had in 1989, and the same responsibilities it had at
that date. The loss of staff capacity in both offices is effectively greater than
these figures, because they include the Research Utilization Division in the
case of the Office of Policy Development and the Economic and Market
Analysis Division in the case of the Office of Economic Affairs. The former
unit does not have policy development responsibilities and the latter has a
mixture of policy development and program operational responsibilities;
their staffs have remained essentially constant.

In addition to the loss of these specific abilities, PD&R has been ham-
pered for almost a decade by the nearly continuous absence of a deputy
assistant secretary for policy development. This position has been central
to the conduct of many of the major policy initiatives since the creation of
PD&R; it has most commonly been held by political appointees, some with
personal ties to the secretary of the time.3

Major Recommendation 4: Formalizing what has been an informal practice
over most administrations, the secretary should give PD&R’s independent,
research-based expertise a formal role in HUD’s processes for preparing and
reviewing budgets, legislative proposals, and regulations.

Recommendation 6-1: The loss of staff capacity in offices and divisions that
specialize in policy development should be reversed.

Recommendation 6-2: The appointment of a deputy assistant secretary for
policy development should be routinely given a high priority.

3The position is now filled by a long-time career employee.



Evaluation of Public-Use Data Sets

HUD is similar to other government agencies in providing data for
public use. Like all government agencies, HUD collects data for internal
administrative purposes. Like most, it makes some of these data sets, or
information from them, available on a routine basis for public use. Like
many, it collects and provides at little or no cost to users other data sets that
are not primarily collected for purposes of program administration.

PD&R’s public-use data sets are too numerous and their uses too varied
for the committee to have been able to evaluate the benefits and costs of
every one or suggest opportunities for improving each of them. Table 7-1
shows the funding of the major surveys. This chapter focuses heavily on
the role of PD&R’s public-use data sets in program evaluation and policy
development, including the preparation of accurate information about cur-
rent housing conditions, the evaluation of existing programs, and predicting
the likely consequences of future policies.

The chapter devotes most attention to two data sets—those of the
American Housing Survey (AHS) and the Low-Income Housing Tax Credit
(LIHTC) Program—that have already played important roles in assessing
the performance of government housing programs, but could play even
more important roles without significant additional costs. The large expen-
diture on government housing programs argues for a focus on data sets that
are particularly relevant for assessing the performance of these programs,
and the substantial fraction of PD&R’s budget devoted to the AHS argues
for a focus on this data set in particular.

The chapter also discusses several other data sets, as well as some
issues that pertain to several sets or other broader issues about public use.
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The specific data sets are presented in the following order: the AHS, the
RFS, surveys of current housing market conditions, the LIHTC, the Picture
of Subsidized Households (PHS), and the State of the Cities Data System
(SOCDS). The chapter then considers several issues of access and adminis-
trative data. As background for all these issues, the next section comments
on the role of government in providing data on public programs.

PROVIDING DATA

A strong argument can be made for public provision of certain types
of data. The same data may be of use to many different organizations.
Although some data are so valuable to an individual organization that it
would collect them on its own, the cost of collecting information often
exceeds its value to any single organization. In many such cases, however,
the total value of the data to all organizations that might use them exceeds,
or even greatly exceeds, the total cost of data collection. In these cases,
government can create value by collecting and disseminating the data at
little or no cost to users.

The committee’s conversations with representatives of a number of
organizations, representing many firms and agencies, indicated that they
frequently used HUD data sets that their own organizations would not
be able to collect on their own. The impressive use of HUD’s public-use
data sets and the frequent citation of published reports summarizing their
results provide other evidence of their value. For example, there were more
than 3 million hits in 2007 on SOCDS, more than 2 million hits on the
files containing the 2007 income limits for HUD programs, and more than
1 million hits on the files reporting and documenting the 2007 fair market
rents in HUD’s Section 8 Housing Choice Voucher Program.!

PD&R plays the major role in HUD in providing data for public use.
Most of PD&R’s public-use data sets are available at no cost from its
website, HUD USER. A booklet entitled Data Sets Available from HUD
USER provides short descriptions of these data sets except for a few recent
additions (see U.S. Department of Housing and Urban Development, n.d.).
The most interesting of the recently added data sets is quarterly reports on
vacancy rates at the census tract level from the U.S. Postal Service (USPS).
This information is likely to prove useful for studying the operation of hous-
ing markets, making business decisions, and public policy analysis. Other

1Since these files are designed to provide information to users without downloading the files,
hits surely reflect usage to a much greater extent than for publications and large data sets that
must be downloaded to be used. The number of downloads of HUD’s large public-use data
sets is much smaller, but once downloaded, these data sets are typically used over long periods.
HUD?’s budget justifications projected that, in fiscal 2008, more than 7.6 million files related to
housing and community development topics would be downloaded from PD&R’s website.
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HUD-funded public data sets that are collected by the Census Bureau,
namely, the AHS, the RFS, the Survey of Market Absorption, a survey of
new residential sales, and the Manufactured Homes Survey, are available
from the HUD USER website. The publication Housing Data Between the
Censuses provides a detailed overview of the AHS and brief descriptions of
other data sets (see U.S. Census Bureau, 2004). The two largest data sets
collected by the Census Bureau, the AHS and the RFS, are also available
on HUD USER.

Some of PD&R’s data sets are primarily intended for the use of people
involved in the operation of HUD programs and the housing and com-
munity development programs of other agencies. For example, data on
fair market rents are used mainly in the administration of the Section 8
Housing Choice Voucher Program; annual adjustment factors are used
in the administration of HUD programs that subsidize privately owned
low-income housing projects; a list of metropolitan areas and particular
census tracts in other locations where larger subsidies are provided for
low-income housing tax-credit projects is used by project developers and
program administrators; and income limits in different localities are used
to determine eligibility for various HUD and non-HUD housing programs.
Researchers studying these programs also rely heavily on the same data
sets. HUD USER also provides a data set helpful to state and local agen-
cies in preparing the comprehensive plans that they must submit in order to
receive HUD support under the HOME Investment Partnerships Program
and Community Development Block Grant (CDBG) Programs.

Other data sets are intended primarily for the use of researchers inside
and outside of HUD, both governmental and nongovernmental, including
those interested in estimating the effects of government programs. The AHS
is by far the most important data set in this regard, and it accounts for a
significant fraction of the PD&R budget. It is also the oldest and covers
the longest period of time. Other data sets in this category include the RFS,
PSH, the LIHTC data set, SOCDS, the government sponsored enterprise
data set, the Property Owners and Managers Survey, and the multifamily
assistance and Section 8 contracts data set. A few of these surveys, such as
the Property Owners and Managers Survey, were conducted only in 1 year;
but most are produced periodically.

Researchers use PD&R’s data sets for a variety of purposes. Private
decision makers and those involved in policy development seek information
on the current state of the nation’s housing and related markets: the AHS,
the Survey of Market Absorption, SOCDS, data on the new residential
sales, and the Manufactured Homes Survey are particularly important for
this purpose. The new USPS data set on vacancy rates is likely to join this
group. Other researchers use PD&R’s data sets to study the behavior of
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individuals, the operation of markets, or the performance of government
programs: The AHS and RFS are especially important for these purposes.

Providing public-use data sets is arguably one of PD&R’s most impor-
tant functions. The production and public availability of many PD&R data
sets is necessary for the administration of HUD programs. Other PD&R
public-use data sets are essential for policy development. They provide
information on the current state of the nation’s housing and related markets
and the information needed to estimate the effects of existing government
programs and predict the likely consequences of proposed programs. Many
of PD&R’s public-use data sets are important to private parties for mak-
ing good decisions. Finally, PD&R’s public-use data sets have stimulated
independent research on a wide range of urban policy issues without addi-
tional government funding, thereby injecting new ideas into public policy
debates.

AMERICAN HOUSING SURVEY

As mentioned above, the AHS is PD&R’ most expensive public-use
data set. It accounts for 72 percent of the amount paid to outside parties
for the major surveys (see Table 7-1). Since the core PD&R budget is about
$57 million and some of the cost of the AHS is not included in the table, the
AHS accounts for more than 28 percent of the entire PD&R budget.?

The AHS has two components—a national survey and a survey of selected
metropolitan areas. The national AHS was conducted annually from 1973
through 1981, and has been conducted biennially since then. Its sample size
has varied between 53,000 and 80,000 households depending on the budget
available. In 2007 the sample size was about 55,000. Since 1974, the AHS
has collected data on enough households in certain specific metropolitan
areas to make inferences about housing conditions and other matters in these
places. Over its history, there have been severe cutbacks—in the number of
metropolitan areas in the metropolitan sample, reducing it from 60 to 21; the
frequency of data collection, from once every 3 years to once every 6 years,
and sample sizes, from about 15,000 in the largest metropolitan areas and
5,000 in the others to about 3,000 in each kind of area.

The AHS collects a much wider range of information than any other
HUD-funded data set. Indeed, it is one of the federal government’s richest
data sets. The codebook describing its contents covers about 1,200 pages.
Its length is due in part to the necessity of documenting improvements in the
wording of questions over time to solicit more accurate answers. However,

2We exclude from the PD&R budget the cost of the University Partnerships Grants Program.
As noted earlier, although PD&R administers this program, it is only tangentially related to
its core mission of policy development and research (see Chapter 2).
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it also reflects the wealth of information collected in each year. The types
of information include (1) whether the unit is occupied; (2) the size and
composition of the household living in it; (3) characteristics of household
members such as their age, race, ethnicity, nativity, citizenship, education
level, and income from various sources; (4) detailed housing and neighbor-
hood characteristics, including recent alterations and renovations; (5) hous-
ing expenditures, including expenditures on utilities; (6) details regarding
the mortgages of homeowners; and (7) respondent-reported information on
the type of government housing assistance received.

The AHS is the only national data set that contains detailed informa-
tion about housing characteristics. Other data sets, such as the decennial
census and the American Community Survey (ACS), are poor substitutes
for the AHS in this regard because they contain no information on the
condition of dwelling units and little information about their amenities (see
Eggers, 2007a). Their data on the housing stock is limited to a few rudimen-
tary measures, such as the number of rooms and bedrooms, the existence
of complete plumbing and kitchen facilities, and the age of the structure.
Dwelling units that are the same with respect to these characteristics can
differ enormously in their condition. Some have large cracks in their walls,
peeling paint, leaking roofs, and multiple heating breakdowns each winter,
while others have none of these defects. The AHS contains this and much
more information about the conditions of the housing units.

Since the bulk of HUD’s budget is devoted to low-income housing
assistance and the primary purpose of this assistance is to ensure that every-
one lives in housing units that meet certain minimum housing standards,
detailed information about housing conditions is particularly important for
HUD’s mission. Without knowledge of the current condition of the housing
stock, it is impossible to make an informed decision about whether addi-
tional housing assistance is called for. In targeting housing assistance, it is
important to know housing conditions of subsets of the population. The
AHS is the only periodic survey that combines detailed information on the
characteristics of housing units with information on the characteristics of
their occupants.

The uses of the AHS for policy development go well beyond simply
describing current housing conditions. The AHS has been used to estimate
the effects of existing programs and to predict the effects of proposed
programs. To give a few examples, it has been used to estimate the effects
of public housing and housing vouchers on the nature of the housing
occupied by recipients of housing assistance; the cost-effectiveness of alter-
native methods for delivering housing assistance; the effects of the afford-
able housing goals of government sponsored enterprises (GSEs) on home
ownership rates; the adequacy of Section 8 subsidies for providing housing
meeting the program’s minimum housing standards; the effects of housing
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vouchers on the rents of unsubsidized units; the effects of rent control on
the rents of uncontrolled apartments; and the benefits of increased home
ownership to the neighbors of the new homeowners. In almost all of these
studies, accurate estimation relied on detailed information in the AHS about
housing characteristics. The AHS has also been used to study the workings
of housing and related markets and the behavior of actors in those mar-
kets, modeling such things as the housing filtering process; homelessness;
mortgage terminations and refinancing; home improvement decisions; and
tenure choice. Such studies are often used to predict the effects of proposed
government actions to deal with housing problems.

Many uses of the AHS and other major surveys require (or would
benefit from) a good index of the market rent for identical housing units
in different locations. Such a price index is valuable for a wide range of
studies of the workings of housing markets, the behavior of families, and
the effects of government programs. Because it contains detailed data on
the characteristics of housing, the best housing price indices have been
produced using the AHS (see, e.g., Thibodeau, 1995). These indices are
superior to other widely used alternatives such as median rent and HUD’s
fair market rents because differences in the values of these other indices
between locations reflect differences in the quality of the housing as well as
differences in price of identical units.>

The AHS offers by far the most important data set for studying the
effects of low-income housing programs. It nonetheless has several major
deficiencies from this viewpoint. The most cost-effective approach to pro-
ducing data useful for program evaluation and policy development would
be to modify the AHS to overcome these deficiencies.

One important deficiency of the AHS from the viewpoint of studying
the effects of low-income housing programs is that the sample of assisted
families in each program is much too small. The most recent matching of
administrative records with households in the AHS to identify the type of
HUD rental assistance identified 326 households living in public housing
projects, 636 in privately owned subsidized projects, and 571 received
housing vouchers (U.S. Department of Housing and Urban Development,
2008). These households accounted for 9.8 percent of all renter households
in the sample.

Since the allocation of the budget among different programs is one
of the most important decisions in housing policy, evidence on the com-
parative performance of different programs is essential for good decision
making. In light of the clustered nature of the sample, the current samples
are too small even for estimating the average effects of the three broad

3The reduction in the frequency and number of areas covered by the AHS metropolitan
sample has increasingly led researchers to use these inferior alternative price indices.
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types of assistance—public housing projects, privately owned subsidized
projects, and housing vouchers—with much precision. These sample sizes
are unambiguously too small for comparing program performance for
particular types of households, such as minorities and the elderly. Finally,
the layering of subsidies from multiple programs on individual units raises
important questions about the cost-effectiveness and value of these vari-
ous combinations. Addressing this issue requires a much larger sample of
subsidized units because there are many more combinations of programs
than individual programs.

It is standard practice in major surveys to oversample subsets of the
population that are rare but of particular interest to the organization fund-
ing the survey. Households that receive low-income housing assistance meet
these criteria for HUD. Therefore, oversampling of households receiving
housing subsidies would be logical for the AHS. By reducing the frac-
tion of the renter sample that does not receive low-income rental housing
assistance from 92.3 to 84.6 percent, the sample of renters that do receive
such assistance could be doubled. This modification of the AHS would not
require more resources. The cost of increasing the size of the subsidized
sample would be offset by reducing the size of the unsubsidized sample.
Alternatively, the AHS sample size could be increased towards its historical
norm by adding only subsidized units.

Another major shortcoming of the AHS from the viewpoint of program
evaluation is its attempt to determine the type of assistance received by
asking respondents. Despite several efforts over the years, the questions
asked do not yield accurate answers, even at the level of the three broad
categories—public housing projects, privately owned subsidized projects,
and housing vouchers (see Shroder, 2002, for a description and analysis of
the inaccuracies). Furthermore, program evaluation requires more detailed
information about the programs involved that cannot possibly be obtained
by asking respondents. Housing subsidies from multiple sources are paid
on behalf of many assisted households. For example, about 28 percent of
tax-credit units receive additional development subsidies from the HUD’s
HOME housing block grant program,* and owners of tax-credit projects
received subsidies in the form of unit-based or tenant-based Section 8
assistance on behalf of 40 percent of their tenants (see Climaco, Chiarenza,
and Finkel, 2006). Any analysis of the performance of housing programs
should thus combine subsidies from multiple sources, requiring accurate
information on the specific programs that serve each household. Recipi-
ents of housing assistance do not know this information. The most recent
HUD-funded study that addressed this problem produced some sensible

4HOME is the largest federal block grant to state and local governments that is designed
exclusively to create affordable housing for low-income households.
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suggestions for revising the wording of the questions (Gordon et al., 2005).
However, it did not test the extent to which the proposed questions would
lead to more accurate assignment of families to the three broad categories,
and more fundamentally, this approach has no potential to obtain accurate
information about the specific multiple programs that provide assistance on
behalf of many recipients of housing assistance.

The solution to this problem is to use administrative records on the
addresses of subsidized projects and voucher recipients to identify the low-
income housing programs that serve each household in the AHS. HUD
has this information for HUD-subsidized and LIHTC projects. It also has
addresses of families using housing vouchers. These programs account for
the overwhelming majority of low-income households that receive rental
assistance. PD&R first used HUD’s administrative records to create AHS
data sets that identify HUD-assisted households by broad type of assis-
tance in 1989, and published tabulations for 1989, 1991, and 1993; these
tabulations then lapsed until the 2003 AHS. They should be reinstated on
a regular basis in the future, for specific programs. Indeed, PD&R could
assemble the addresses of households that receive assistance from HUD’s
CDBG Program and other block grant programs (HOME and American
Indian) that already exist in HUD’s administrative data sets. PD&R could
also explore the possibility of assembling addresses for other households
served by these programs as well as the U.S. Department of Agriculture’s
low-income housing programs. The technology for matching records based
on geographic identifiers has improved enormously in recent years; PD&R
has yet to take advantage of this technological development.

The third shortcoming of the AHS for policy analysis is the absence of
data on taxpayer costs associated with each subsidized unit. An assessment
of the performance of any government program requires information on its
costs as well as its benefits. Knowing what programs provided assistance
on behalf of each household in the AHS sample is different from knowing
the dollar amount of the subsidy from each source.

Unfortunately, it would be too expensive to overcome this shortcoming
on a regular basis in the AHS because respondents have no knowledge, and
HUD’s administrative records do not contain much of the needed informa-
tion either. Although HUD’s administrative records contain data on the
taxpayer cost of providing vouchers to recipients who live in unsubsidized
housing units, a significant minority of voucher recipients live in housing
units that receive other subsidies as well, such as units in tax credit or
HOME projects. Similarly, HUD has information on the amount that it
pays on behalf of each family living in one of its privately owned subsidized
projects, but these projects often receive subsidies from other sources. For
example, some Section 8 projects receive subsidies for rehabilitation from
the LIHTC Program. The evidence available indicates that the taxpayer cost
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for HUD-assisted households significantly exceeds the cost that appears in
HUD’s administrative records.

Given the complexity of the issue, it would be prohibitively expensive to
produce an estimate of full taxpayer costs incurred on behalf of each subsi-
dized household in the AHS on a regular basis. However, this topic would be
an excellent choice for a separate HUD-funded study based on the AHS in a
single year or a topical module to include in the survey on occasion.

Many major surveys, such as the Current Population Survey, Survey
of Income and Program Participation (SIPP), and Panel Study of Income
Dynamics (PSID), contain regular modules that collect information on top-
ics that are important enough to justify data collection from time to time
but not important enough to include in each survey. This practice recog-
nizes that it is important to keep survey questionnaires short enough so that
respondents are willing to answer carefully all questions and also recognizes
that not all potential questions are equally important. The AHS has con-
tained topical modules (or occasional supplements) from time to time—on
lead-based paint, housing modifications for persons with disabilities, second
homes, characteristics of neighbors, journey to work, and ownership of cars
and appliances—but this has not been a regular feature of the AHS.

If PD&R increased the use of topical modules in the AHS, with the
ultimate goal of including one in each biennial survey, this could be accom-
plished without increasing the length of the questionnaire by delegating to
a topical module some of the questions that are currently asked in each
survey. In our judgment, little would be lost by asking the least important
questions less frequently. This would make it possible to ask new ques-
tions in each survey without increasing the length of the questionnaire and
thereby compromising participation or accuracy.

Topical modules typically involve asking the same respondents addi-
tional questions. A particularly promising variant on the theme of increas-
ing the use of topical modules would be to collect selected AHS data on
members of a subset of the households who move from units in the AHS
sample in some year. Following individuals as they move from one dwell-
ing unit to another over a number of years has advantages over the cur-
rent sampling procedure of collecting data on the same dwelling units and
a changing set of occupants. Following individuals makes it possible to
observe how they respond to changes in their circumstances, for example,
the difference in their housing conditions and expenditures before and after
receipt of housing assistance.

Making topical modules a regular feature of the AHS would require
some additional expenditure. To defray this additional cost, PD&R could
encourage organizations and individual scholars with substantial fund-
ing for data collection to propose topical modules. Indeed, these funding
sources could be asked to pay some of the fixed costs of the AHS. PD&R
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could use the additional money to improve the AHS in other dimensions.
The Moving to Opportunity (MTO) for Fair Housing demonstration is a
recent example of this type of collaboration between government agencies
and foundations in funding data collection (see Chapter 3).

Any evaluation of the AHS should assess the effects of the cutbacks
in the AHS metropolitan sample. As already noted, over its history there
have been severe cutbacks in the number of metropolitan areas in the metro-
politan sample, the frequency of data collection, and sample sizes. These
cutbacks are not particularly damaging for some types of studies, such as
estimating the condition of the nation’s housing stock or the overall effects
of low-income housing programs, as these are based on the national AHS
sample. Studies of the workings of housing markets that rely on substan-
tial samples from many markets are also not yet substantially affected
because many different markets have been surveyed in more than 1 year
as a part of the metropolitan sample since its inception. However, to the
extent that innovations such as new mortgage products alter the operation
of housing markets, the cutbacks in the number of areas, sample size, and
frequency will progressively decrease HUD’s ability to estimate accurately
housing market models used to predict the consequences of government
interventions.

For other types of studies, the effects of the cutbacks have been sub-
stantial. To the extent that it is desirable to know housing conditions in par-
ticular metropolitan areas or the effects of housing programs in these areas,
only the AHS metropolitan sample has enough observations to produce a
reliable picture, especially for subsets of the population in these areas. As
a result of the cuts, however, the AHS no longer produces such informa-
tion for San Francisco, CA; Albany, NY; Springfield, MA; Seattle, WA;
Honolulu, HI; Orlando, FL; Louisville, KY; Raleigh, NC; and a dozen other
large metropolitan areas that were once included in its metropolitan sample.
Moreover, other large metropolitan areas such as Austin, TX; Jacksonville,
FL; Nashville, TN; and Richmond, VA; were never in the AHS.

If data on housing conditions in many specific areas are important
from the viewpoint of national public policy, the enormous reduction in
the number of metropolitan areas in the AHS is alarming. If the data for
particular metropolitan areas are only important for local policy issues, it
might be argued that the solution is to offer to include metropolitan areas
if local governments in these areas are willing to pay the cost of the survey.
A problem with this solution is that metropolitan areas typically contain
many political jurisdictions. This results in a “free-rider problem” that may
justify federal funding.

Consideration of these issues might well be addressed by an ad hoc
committee to thoroughly review the content and other aspects of the AHS.
PD&R regularly solicits advice about these matters from Census Bureau
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staff members, participants in the Housing Statistics User Group, people
on the AHS mailing list, and others. PD&R has also funded a series of
studies dealing with particular aspects of the AHS, such as the accuracy of
the answers to AHS questions and the wording of the questions designed to
determine the broad type of housing assistance received by each household.
In response to this feedback, PD&R has incrementally modified the AHS
over time. However, the committee believes that a survey as expensive as
the AHS would benefit from an occasional comprehensive reconsideration
of its many features by a committee representative of its many users and
uses. To the best of our knowledge, the AHS has never undergone such a
review. At the end of its deliberations, such an ad hoc committee could
consider the desirability of a permanent advisory committee for the AHS.

RESIDENTIAL FINANCE SURVEY

The RFS has been conducted as a supplement to the decennial census,
usually a year later, in each decade since 1950. It draws on the census list
of housing units to create a sample of properties. It then collects infor-
mation about each property. It surveys homeowners, owners of rental
property, and lenders. The RFS is the only federal government survey that
combines information about a property from the owner with information
about a mortgage from the lender. Other surveys, such as the AHS, collect
data from only one source; in the AHS information about the mortgage is
collected only from the homeowner. Data about mortgages from lenders
typically have relatively little information about the property, and no data
about the borrower.

The RFS data have been used by HUD to set the levels for the “afford-
able housing goals” for Fannie Mae and Freddie Mac, particularly for
rental and multifamily housing. They have also been used to monitor the
performance of these GSEs with respect to market segments of particular
interest for policy purposes, for example the extent to which the GSEs pur-
chase mortgages for first-time home buyers and thus increase home owner-
ship. The 2001 RFS has been used to analyze the use of Home Equity Lines
of Credit (HELOC), a form of borrowing against the value of a home that
came into being in the late 1980s (Cavanaugh, 2007).

The RFS is expensive and takes time because it collects information
from two sources for each property. The 2001 report was released in
September 2005. Articles using the 1991 data were appearing in scholarly
journals as late as 2003, clearly indicating that it provides information that
is superior to more recent data from other sources (Segal, 2003).

Because it is expensive and is conducted only once a decade, there is a
recurring problem of finding funds for the RFS: PD&R must find a large
amount in one or a few years from a level annual appropriation. In 2001
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the RFS was funded by deferring the AHS schedule of metropolitan area
surveys—which cost about $14 million—for a year. This is not feasible
in 2011, when the number of metropolitan area surveys in the AHS has
already been cut sharply from a decade ago, the cycle has been lengthened,
and the PD&R budget has been cut.

The committee is aware that there is discussion between the Census
Bureau and interested agencies and private entities about the possibility
of conducting a smaller survey of multifamily properties, perhaps on a
more regular basis. The committee recognizes the potential value of such a
survey. At the same time, however, it is an odd time to eliminate the only
survey that provides data on home mortgages from both the homeowner
and the lender, in the midst of intense public policy concern over the crisis
in the subprime mortgage market and growing concerns about predatory
lending.

SURVEYS OF CURRENT HOUSING MARKET ACTIVITY

PD&R’s second largest expenditure on data is for a set of monthly or
quarterly reports on housing construction and related activity, which are
published by the Census Bureau. Most of these surveys are funded jointly
by PD&R and the Census Bureau. They provide the basic data on current
housing activity in the U.S. economy, an important indicator of the overall
economy, and they are widely quoted in the media as well as the trade press.
These surveys include the following:

e new residential construction—housing starts, housing permits,
housing units under construction

e new residential sales—new homes sold, new homes available for
sale, months’ inventory of new homes for sale, new home prices

e construction price indexes—price index for new single-family
homes

e characteristics of new housing—single-family homes completed,
sold and started; multifamily buildings and units in multifamily
buildings for buildings completed

¢ residential improvements and repairs—expenditures on maintenance
and repairs, additions and alterations, and major replacements,
for owner-occupied homes, other owner-occupied properties, and
rental properties

e manufactured housing—shipments, placements, inventory for sale,
prices, structural characteristics, location on owner’s lot or in man-
ufactured home park, whether titled as personal property or real
estate
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e survey of market absorptions of new multifamily apartments—time
between completion and rental, rents, size of apartments

PD&R funds the last two of these surveys entirely by itself. These surveys
typically provide regional as well as national data. In some cases, they pro-
vide information by state or even metropolitan area.

The committee understands that the joint funding arrangement is com-
mon for Census Bureau data referring to a single economic sector. The
agency with expertise on the subject matter provides part of the funding
to ensure that its expertise and policy concerns are taken into account in
developing the survey instruments. In the case of HUD and PD&R, this
useful arrangement, combined with the reduced funding levels for PD&R,
have forced difficult choices between data of general public interest and
research on specific HUD programs, and it limits the ability of PD&R,
HUD, and the government in general to evaluate programs on which about
$35 billion is spent annually.

LOW-INCOME HOUSING TAX CREDIT DATA SET

The LIHTC is the largest active low-income housing production pro-
gram in the United States. It subsidizes the construction of more units than
all of the other active programs combined. In addition, it is already the
nation’s second largest low-income housing program, and it is the fastest
growing.

Tax-credit projects usually receive subsidies from multiple sources. The
tax credits themselves are delivered through the federal income tax system.
In 2006, they involved an expenditure of about $4 billion. However, the
total cost to taxpayers of assisting households in tax-credit projects greatly
exceeded this amount. These projects receive additional development sub-
sidies from state and local governments, which are themselves often funded
through federal intergovernmental grants. For example, about 28 percent
of tax-credit units receive development subsidies from HUD’s HOME hous-
ing block grant program. These additional development subsidies account
for one-third of total development subsidies (Cummings and DiPasquale,
1999).> Therefore, the total development subsidies were about $6 billion
a year. In addition, the U.S. Government Accountability Office (GAO)
found that owners of tax-credit projects received subsidies in the form of
unit-based or tenant-based Section 8 assistance for 40 percent of their ten-
ants. If the per-unit cost of these subsidies were equal to the per-unit cost

5This fraction is based on data obtained from four large national syndicators for 2,554
projects with 150,570 units built between 1987 and 1996. These projects account for about
a fourth of all units built over this period.
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of tenant-based housing vouchers in 2006, they would add more than $4
billion a year to the cost of the tax-credit program. Based on this assump-
tion, the cost of the tax-credit program to taxpayers was about $10 billion
in 2006.

Although HUD does not have primary administrative responsibility for
the LIHTC, it does have a significant interest in this program because of its
large and growing role in low-income housing policy and the magnitude of
the subsidies that HUD provides on behalf of many households in tax-credit
projects. As a result, PD&R has funded the collection of information about
tax-credit projects from the state agencies that administer it. This informa-
tion is available at the time that units are placed in service and includes
detailed information about the location of each project, the number of
units with each number of bedrooms, whether the sponsor is a nonprofit
organization, the types of development subsidies received, whether the
development is intended to serve a specific subgroup (such as the elderly
or disabled), and the type of construction (new, rehabilitation, or existing).
Based on the address of each project, HUD’s contractor adds geographical
information (such as census tract number) to the data set to make it easier
for researchers to use it when location is important.

The LIHTC data set has been used for important purposes. For exam-
ple, it has been used in studies that require information on the number of
subsidized households in each geographic area. The LIHTC data set pro-
vides this information at many convenient levels of geography including at
the level of longitude and latitude. Among examples of this type of work
are studies of the effects of the number of assisted units of various types
in a neighborhood on its desirability, as measured by neighborhood prop-
erty values, crime rates, or other indicators (see, e.g., Lee, Culhane, and
Wachter, 1999). As is true for almost all of its uses, data from the LIHTC
data set must be combined with information from other sources for the
specific purposes of each study. In the studies just noted, this includes data
on the number of assisted units of other types in each neighborhood and
data on the desirability of the neighborhood. The LIHTC data also provide
important direct evidence on the prevalence of multiple subsidies received
by owners of tax-credit projects by indicating the other major sources of
subsidies attached to each project.

Although the LIHTC data have been used for important purposes,
the data set falls far short of the information necessary for assessing the
program’s performance. For example, information on all of the subsi-
dies associated with particular units is important for assessing the cost-
effectiveness of any method for delivering housing assistance. The LIHTC
data set does not include information on the magnitude of the development
subsidies received by developers of tax-credit projects or the tenant-based
and project-based Section 8 assistance provided on behalf of many fami-
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lies living in the projects. This shortcoming of the LIHTC data set could
be partially overcome by using HUD administrative data on families with
tenant-based and project-based Section 8 assistance. Determining the mag-
nitudes of the other development subsidies would be more difficult: it would
require combining data from the LIHTC data set with data from multiple
HUD and non-HUD administrative data sets.

The shortcomings of the LIHTC data set for policy analysis are not
limited to the absence of information about the magnitudes of subsidies
associated with tax-credit units. The LIHTC data alone cannot be used
to answer some of the most important questions about the program. For
example, they cannot be used to determine the effect of the tax credit on the
types of neighborhoods in which families live because the data set does not
contain information on the previous residence of occupants. The LIHTC
data set also cannot be used to estimate the effect of the tax credit on the
housing conditions of occupants because it does not contain any informa-
tion on the housing provided in tax-credit projects beyond the location of
the unit and the number of units with each number of bedrooms. It contains
no direct information on the previous housing of occupants of tax-credit
units or information that could be used to estimate their previous housing
conditions. Indeed, it contains no information at all about occupants of
tax-credit units.

The LIHTC data set only provides information available at the time
that a project was placed in service, and it offers no information about the
quality of the housing even at that time. It contains no information on the
characteristics of the housing provided, other than its location and number
of bedrooms, and no information on the characteristics of the families
living in the housing. Adding this information to the LIHTC data set for
all projects in any single year would be very expensive. Furthermore, since
neither the condition of the units nor the characteristics of the families
living in them remain constant over time, this information would have to
be updated periodically to provide an accurate picture.

Supplementing the LIHTC data set to provide the above information
for all projects would surely be a poor use of PD&R’s limited resources,
and doing it for a random sample of sufficient size to produce credible
estimates of program effects would be expensive. A more cost-effective
approach to increase the usefulness of the LIHTC data set would be to
use information on the address of each project to append some or all of
its information to the voluminous data on households and housing units
in the AHS and perhaps other major national data sets, such as the ACS,
SIPP (and its successor, the Dynamics of Economic Well-Being System),
and PSID.

In summary, the LIHTC data set does not presently contain the full
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range of information needed to estimate most important effects of the tax-
credit program or the impact of the subsidies that HUD provides to many
families in its projects. In the future, more information should be available
about residents of tax-credit projects. Section 2835(d) of the Housing and
Economic Recovery Act (P.L. 110-289) requires that state agencies adminis-
tering LIHTC programs submit data annually to HUD on the characteristics
(including race, ethnicity, family composition, age, disability status, receipt
of vouchers, income, and rent payments) of tenants living in each LIHTC
development. This information should be very useful for policy makers and
analysts, but it is not sufficient to identify assisted households because some
households in these projects receive vouchers or other forms of assistance
in addition to any cost reduction attributable directly to the LIHTC itself.
The best approach to using the data set for program evaluation is to use its
information on addresses of tax-credit projects to append the information
in the LTHTC data set to other information on the tax-credit households in
the AHS, particularly if PD&R follows the committee’s recommendation
to oversample such units.

PICTURE OF SUBSIDIZED HOUSEHOLDS

The Picture of Subsidized Households (PSH) data base provides sum-
mary statistics on the characteristics of HUD-assisted households from
two sources: HUD’s Multifamily Tenant Characteristics System (MTCS),
which covers public housing tenants and housing voucher recipients, and
the Tenant Rental Assistance Certification System (TRACS), which covers
households living in privately owned HUD-assisted housing projects. These
two data sets contain information on each household when it is initially
offered assistance and when it is recertified for continued assistance. The
PSH does not provide data on individual households. Rather, it provides
information to the project level for project-based assistance (except for
project-based certificates and vouchers) and to the census-tract level for
Section 8 certificates and vouchers (e.g., the mean income of all households
in each public housing project or the number of households per tract with
Section 8 housing vouchers). (For reasons of confidentiality, tract data are
suppressed when fewer than 11 households are involved.) Summary statis-
tics are also provided for other geographic levels, such as states and, since
2000, metropolitan statistical areas and cities. The data set is available
in its entirety for purposes of analysis, and since the 2000 PSH, it can be
searched easily for particular pieces of information through a user-friendly
customized search feature.

Delayed production of this data set has been a chronic problem, and
the committee heard complaints about it from analysts seriously interested
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in HUD’s low-income housing programs.® Until the fall of 2007, the most
recent data set referred to 1998. Data for 2000 were made available late in
2007. The long delay was due in part to making the transition to a modern
computer program. It also reflected the time necessary to develop a custom-
ized search feature. However, the long delay cannot be explained by these
factors alone. There is little doubt that PD&R staff shortages, combined
with the priority assigned to the production of this data set by PD&R’s
assistant secretaries, played a role in the long delays. In the early stages
of the committee’s deliberations, PD&R staff said that they expected to
produce the 2004 PSH by the end of 2007 and the 2006 PSH early in 2008
and then to backfill the missing years. As of September 2008, however, the
2004 data set had not appeared on HUD USER.

HUD’s Office of Public and Indian Housing (PIH) recently launched
its own customized search program, the Resident Characteristics Report
(RCR). This system provides summary statistics for public housing tenants
and voucher recipients at levels of geography similar to the PSH (see
http://www.hud.gov/offices/pih/systems/pic/50058/rcr/index.cfm [accessed
August 15, 2008]). Unlike the PSH, this information is quite up to date: by
early September 2008, the RCR had been updated through August 2008.
The RCR provides almost as much information about public housing
tenants and voucher recipients as the PSH. However, the RCR is not a sub-
stitute for the PSH because it does not contain information about occupants
of privately owned, HUD-subsidized projects, it does not report HUD’s
subsidy on behalf of public housing tenants and voucher recipients, and it
does not provide analysts with an electronic version of the entire data set.
Therefore, it is important for PD&R to continue its efforts to increase the
timeliness of the PSH. However, since it is not reasonable to expect PD&R
to produce a public-use data set that includes information on families living
in private subsidized projects as promptly as PIH produces the RCR, the
RCR will continue to play a useful role in providing up-to-date information
on public housing tenants and housing voucher recipients.

The PSH and RCR provide useful simple descriptive statistics about
HUD-assisted households, such as the percentage of all households whose
head is disabled and the percentage with annual incomes less than $5,000.
However, they do not permit more complicated descriptive statistics, nor
the data needed to estimate program effects. For example, they cannot be
used to calculate the percentage of all households with annual incomes
less than $5,000 separately for households with disabled and nondisabled
heads. Furthermore, the PSH and RCR alone do not contain the infor-
mation needed to estimate the effects of the programs. The effect of a

6Concerns with respect to the timely release of data were also raised during a public
information-gathering meeting organized by the committee.
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program is the difference between the household’s outcomes, such as the
characteristics of its housing, with and without the program. The PSH and
RCR contain little information about outcomes under the program, and no
information about these outcomes in the absence of the program.

STATE OF THE CITIES DATA SYSTEM

The SOCDS compiles data on urban and metropolitan areas from mul-
tiple public sources. Data available through SOCDS include demographic
and economic data from the census, unemployment data from the Bureau
of Labor Statistics (through October 2007), data on business establish-
ments from the County Business Patterns data base (through 2002), crime
statistics from the Federal Bureau of Investigation (through 2005), building
permit information from the census (through 2007), city and urban govern-
ment finances from the census (through 1997), and housing affordability
indexes used for the CDBG and HOME Programs. It serves as a one-stop
shop that allows many constituencies to construct data sets that can be used
for various purposes, including research, policy making, and advocacy.

SOCDS has been used extensively by HUD in the production of in-
house reports. For example, the widely read State of the Cities reports have
drawn heavily from its data. Evidence also suggests that SOCDS is used
heavily by external constituencies, including local and community organi-
zations seeking information on their locales. SOCDS averages more than
250,000 hits per month (nearly 3.5 million per year).

A key issue for the success of a data repository is making the most
current data available as quickly as possible. PD&R staff aspires to update
statistics monthly for the employment and building permits data, and
annual updates to the FBI crime statistics, ACS, and County Business Pat-
terns (CBP) data. However, the CBP data (available at least through 2006),
the crime data (available through 2006), and the city and urban government
finance data (available for 2002) all lack the most current data, perhaps
due to funding shortfalls. The lack of current data reduces the utility of the
SOC data and inhibits wider use.

At the time of its creation in the 1990s, SOCDS was a one-of-a-kind
data base. No other resource allowed individuals to acquire so much infor-
mation about a particular location from a single place. However, the market-
place has created a competitor: “Dataplace,” which was jointly constructed
by the Fannie Mae Foundation (FMF), the Urban Institute, EconData.net,
and Vinq Incorporated. Available online since 2004, Dataplace expanded
SOCDS by including data from additional sources, most notably the infor-
mation from the Home Mortgage Data Act (HMDA) on mortgage lending,
and by creating a more user friendly interface for finding and using data.
Also, because of its connection with FMF, which more actively engages its



132 REBUILDING THE RESEARCH CAPACITY AT HUD

constituency, its reach has been broader than SOCDS. The Dataplace site
has had over 4 million hits since its inception, with annual use holding at
approximately 1.5 million hits a year.

Since the demise of the FMF in 2007, the future of Dataplace has been
in some doubt. KnowledgePlex, an FMF spin-off nonprofit, now has the
lead, but its funding stream beyond 2008 is not certain. This might repre-

sent an opportunity to eliminate the duplication by a consolidation of it
and SOCDS.

DATA ACCESS AND AVAILABILITY

Administrative Data on HUD-Assisted Households

One issue that arose in the committee’s deliberations was the possibility
of making HUD’s administrative data on individual households and dwell-
ing units available as public-use data sets. The MTCS and TRACS data sets
that provide information on the characteristics of HUD-assisted households
have been mentioned most often in this regard. At present, PD&R does
not make administrative data on individual households available to all
researchers who would like to use them. Instead, it provides aggregate data
from these data sets to the general public and data on individual households
to selected researchers.

As noted above, PSH provides unrestricted access to a data set con-
taining summary statistics to the project level for project-based assistance
and to the census tract level for Section 8 certificates and vouchers for 11
or more households involved. Providing average values of variables for
all assisted households in a housing project or census tract rather than
the values of these variables for individual households is one method for
protecting the privacy of assisted households.

HUD has also provided MTCS/TRACS data on individual households
to researchers in its Research Cadre Program for the purpose of statistical
analysis. These researchers must sign an agreement to protect the con-
fidentiality of the information on individual households, and they face
punishments for violating this agreement. Any researcher can apply for
membership in the Research Cadre Program whenever it is open to new
members, and it has been open to new members on several occasions. Never-
theless, the distribution of the MTCS/TRACS data only to the members of
the Research Cadre Program undoubtedly limits the number of researchers
with access to the data. Some researchers interested in using the data surely
did not hear about the program the last time it was open for membership.
Others did not have a project that would use the data at that time. Still
others had not completed their advanced degrees until after the most recent
invitation to join the program. So it is reasonable to believe that many
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others would have used these data sets if they had been available to any
researcher willing to sign the confidentiality agreement.

In the committee’s view, PD&R should create a public-use version of
the MTCS and TRACS data sets that would be available to anyone who
wants to use it. The privacy of the households involved can be fully pro-
tected by limiting the information about their location in the unrestricted
public-use data by geography (e.g., by metropolitan area for households
in such areas and by state for households in nonmetropolitan areas). This
is the standard procedure for protecting the privacy of households in
unrestricted public-use data sets.

Since some analyses require information on location at a smaller geo-
graphic level, PD&R could provide information about the location of each
household at the smallest level of geography consistent with protecting the
household’s personal information, as long as such an effort did not unduly
delay the production of an unrestricted public-use data set. It could also
develop procedures for providing access to a restricted-use version of the
data set that contains more detailed information about location to any
person with a valid research use for it. Many other government agencies
and organizations have found ways to routinely provide such data sets
on individual households to researchers in ways that protect confidential
information about households from abuse. The Panel Study of Income
Dynamics, for example, provides each household’s census tract, as well as
its personal information, to researchers who sign confidentiality agreements
designed to avoid abuse of this information. Since other agencies and orga-
nizations have developed protocols for dealing with confidentiality issues,
PD&R would not have to start from ground zero in developing protocols
that would expand the access of independent researchers to HUD’s admin-
istrative data.

Data from HUD-Funded Studies

HUD sponsors many studies that involve substantial original data col-
lection, such as the 2000 Housing Discrimination Study (HDS-2000) and
the MTO demonstration. Contractors are routinely required to deliver to
HUD data sets from their studies and documentation for the data sets.
However, due to the staff time that would be involved, PD&R has rarely
created unrestricted public-use data sets from the data sets delivered.”

7The HDS-2000 data set is the primary exception, but due to concerns about the amount
of staff time that would be required to answer questions about it, this data set is not listed
among PD&R’s data sets on HUD USER. Instead, it is stored in a folder with the project’s
final report in the publications directory (see http://www.huduser.org/publications/hsgfin/hds.
html [accessed August 15, 2008]). An early MTO data set was made available, but only for a
limited period of time, to avoid demands on staff time.
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Instead of creating unrestricted public-use data sets, PD&R responds on a
case-by-case basis to requests for access to the data sets supplied by HUD
contractors.

Given the fixed cost of creating a public-use data set, a case-by-case
approach may make sense for data sets of limited interest to researchers
outside HUD. However, for rich data sets of interest to many researchers,
such as the MTO data, another approach could be used. PD&R could
produce an unrestricted public-use version of the major data sets that result
from its funded research, and it could always produce a restricted-use ver-
sion that would be available to any reputable researcher who is willing to
sign a confidentiality agreement.® This would be a very effective way to
leverage the taxpayer’s investment in the original study, and it could result
in important new analyses. It would enable analysts who were not involved
in the study to attempt to replicate the results reported by HUD’s contrac-
tors, determine the sensitivity of these results to reasonable alternative
assumptions and methods, and produce new findings outside the purview
of the funded study.

It is the committee’s understanding that creating a public-use or pub-
licly available data base is not currently required of contractors and grant-
ees because of the additional expense involved in preparing such data bases,
primarily as regards careful documentation. But, particularly in the case
of major studies, the potential additional value of multiple new analyses
almost certainly outweighs the cost. To achieve that value, the budget
for each study that involves the collection of data of broad interest to
researchers would have to include sufficient money to prepare a carefully
documented public-use or publicly available data base.

One option is for PD&R to work with the Inter-University Consortium
of Political and Social Research (ICPSR) at the University of Michigan,
which is a long-standing and well-regarded repository of major social sci-
ence data bases including the AHS. ICPSR’s core mission is to “acquire
and preserve social science data,” and it is particularly interested in data
arising from survey research and administrative records.” ICPSR follows
established practices for protecting the confidentiality of research subjects.
Although ICPSR prefers data bases that are accompanied by comprehensive
technical documentation, it will consider “lower quality data” if they have
“unique historical value.” ICPSR also offers significant value added by pre-

8When almost all research uses of a data set require information on the location of the house-
hold at a small level of geography, an unrestricted public-use data set may be of little value; in
these cases, it may make sense to produce only a restricted-use version of the data set.

For a description of the two main types of data assembled for PD&R studies, see http://
www.icpsr.umich.edu/ICPSR/org/policies/colldev.html [accessed August 15, 2008]).
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paring data and documentation files in user-friendly formats and providing
a detailed description of each study in its archive.

Administrative Data on Housing Assistance Recipients

In the past, HUD collected data on the previous rent of new recipi-
ents of housing assistance (see U.S. Department of Housing and Urban
Development, 1978), but then stopped collecting this information. The
reasons for the decision to stop are not clear, and important information is
being missed. For families moving from unsubsidized units, previous rent
provides an excellent summary measure of the overall desirability of the
housing occupied by new recipients of housing assistance immediately prior
to receipt of assistance. Before HUD stopped collecting this information,
it was used in several studies to greatly reduce the bias and increase the
precision of estimates of the effects of low-income housing programs on the
desirability of the housing occupied and the recipients’ expenditure on other
goods (see Murray, 1975). Asking about previous rent and a few other
questions, such as whether the previous unit was publicly subsidized or
shared with others, on the form (HUD 50058) used to determine a family’s
eligibility for assistance would provide extremely important information
about the performance of low-income housing programs at very low cost.

Going a step further and adding the family’s previous address would
be very useful in determining the effect of the housing program on the
type of neighborhood in which the family lives. HUD 50058 does contain
information on the family’s previous ZIP code, but address information
would enable the identification of previous addresses at such geographic
levels as census tract, for which data on many neighborhood characteristics
are available.

Indeed, HUD’s large expenditure on low-income housing assistance
and the dearth of evidence on the effects of this assistance argue for going
beyond these simple measures. PD&R’ Customer Satisfaction Surveys
have demonstrated that accurate detailed information about the housing of
assisted households can be obtained at a modest cost by asking recipients
to fill out a questionnaire (see U.S. Department of Housing and Urban
Development, 1998b). Asking a large random sample of new recipients of
housing assistance to complete a slightly expanded version of this question-
naire for both their previous and their new subsidized unit would yield reli-
able information about program effects. To determine the effect of housing
assistance on the amount that families have to spend on other goods and
their neighborhood, the expanded survey could also contain information
about the rent and location of their previous unit. The information in these
surveys, together with the information routinely collected to determine
each family’s eligibility for assistance and contribution to rent under the
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housing program, could provide the basis for an analysis of the effects of
each housing program on the types of housing and neighborhoods occupied
by recipients of assistance and their expenditure on other goods, and how
these effects differ for different types of households.

CONCLUSIONS AND RECOMMENDATIONS

The provision of data for public use is arguably one of PD&R’ most
important functions. Its data sets are heavily used for program adminis-
tration and evaluation, policy development, private decision making, and
studying the behavior of individuals and the operation of markets. As
noted at the beginning of this chapter, PD&R’s public-use data sets are too
numerous and their uses too varied for the committee to have evaluated
the benefits and costs of every one or suggest opportunities for improving
each of them.

The AHS is PD&R’ most important data set for program evaluation
and policy development. It is one of the federal government’s richest data
sets and collects a much wider range of information than any other HUD-
funded data set. Most importantly, the AHS is the only national data set
that contains detailed information about the characteristics of dwelling
units.

Despite its many virtues, the AHS has some serious limitations for
program evaluation and policy development: most important, it does not
accurately identify the type of housing assistance received by each house-
hold and its sample of subsidized households is too small. There are ways
to overcome this limitation, by using administrative data to identify what
specific programs provide housing assistance to each household in the AHS
and increase the sample of assisted households, if necessary, at the expense
of fewer unassisted households.

In addition, to cover important topics not now covered in the AHS,
PD&R could increase the use of topical modules, with the ultimate goal
of including one in each biennial survey. This can be done at minimal cost
without increasing the length of the questionnaire by delegating to a topical
module some of the questions that are currently asked in each survey. This
would make it possible to ask new questions in each survey without increas-
ing the length of the questionnaire and thereby compromising participation
or accuracy. Second, the committee recommends that PD&R establish an
ad hoc committee to thoroughly review the content and other aspects of the
AHS. The committee believes that a survey as expensive as the AHS would
benefit from an occasional comprehensive reconsideration of its many fea-
tures by a committee representative of its many users and uses.

Because HUD has a significant interest in the tax-credit program,
PD&R has funded the collection of information about tax-credit projects
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from the state agencies that administer it. Although this data set has been
used for important purposes, the LIHTC data set does not contain the
information needed to estimate the most important effects of the tax-credit
program or the effects of the subsidies that HUD provides to many families
in its projects. It would be very expensive to overcome this deficiency by
adding the necessary information for each project to the LIHTC data set.
The best approach to using the data set for program evaluation would be
to use information on addresses of tax credit projects to append the infor-
mation in the LIHTC data set to other information on the households and
housing units in the AHS.

The Picture of Subsidized Households provides summary statistics on the
characteristics of HUD-assisted households at the level of housing projects
and census tracts. For some time now, this data set has been badly out of
date. Although it provides useful simple descriptive statistics about HUD-
assisted households, the PSH does not permit more complicated descriptive
statistics, let alone the data needed to estimate program effects.

The committee recognizes that the provision of additional public-use
data sets requires additional resources. However, the committee believes
that this would be money well spent. The availability of these data sets will
stimulate considerable independent research that is important for achieving
HUD’s goals.

Finally, the committee is deeply concerned about the steady and substan-
tial cutbacks in PD&R’s provision of public-use data over the past decade
that has resulted from the reduction in PD&R’s budget adjusted for infla-
tion. These cutbacks include, most importantly, the reduction in the number
of metropolitan areas, the frequency of data collection, and the sample sizes
in the AHS metropolitan sample and the apparent cancellation of the 2010
RFS. In the committee’s judgment, the country can ill afford decisions about
important public policy initiatives based on inferior information about the
current situation and the likely impacts of these policy reforms. Timely data
of high quality is a key ingredient in producing this information.

Major Recommendation 5: PD&R should strengthen its surveys and admin-
istrative data sets and make them all publicly available on a set schedule.

Recommendation 7-1: The number of metropolitan areas in the AHS, the
frequency with which they are surveyed, and the sizes of the sample in each
area should be increased substantially.

Recommendation 7-2: PD&R should modify the AHS to increase its use-
fulness for program evaluation and policy development. Administrative
data should be used to identify the combination of programs that provide
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assistance on behalf of each household, and the sample of households
receiving housing assistance should be greatly increased. PD&R should also
increase the use of topical modules in the AHS, funded in part by external
sources.

Recommendation 7-3: PD&R should establish an ad hoc committee to
thoroughly review the content and other aspects of the AHS.

Recommendation 7-4: Ensuring that the RFS is conducted in 2011 should
be a high priority.

Recommendation 7-5: PD&R should assign a high priority to the produc-
tion of an up-to-date PSH.

Recommendation 7-6: PD&R should produce a public-use version of HUD’s
administrative data sets that provide information on the characteristics of
HUD-assisted households, and it should develop procedures for providing
access to a restricted-use version of the data set that contains more detailed
information about household location to any reputable researcher.

Recommendation 7-7: PD&R contracts for studies that involve the collec-
tion of data of interest to many researchers should contain a restricted-use
version of the data set that would be available to any reputable researcher
and a public-use version when at least one important research use of the
data set does not require information on the location of the household at
a low level of geography.

Recommendation 7-8: PD&R should use its Customer Satisfaction Survey
to collect information on the housing and neighborhood conditions right
before and after receipt of housing assistance for a random sample of new
recipients to assess the effects of housing assistance.



Dissemination

As is clear from the previous chapters, PD&R produces a great deal
of both internally generated and externally funded research that can not
only inform the development of the department’s policies but can also be
of considerable value to various external constituencies, such as the hous-
ing and housing finance industries, housing advocates, and local public
officials. How well this potential is realized depends in part on the quality
and relevance of this research, as addressed elsewhere in this report. But it
also depends on how effective PD&R is in making the research available to
external audiences in a timely and user-friendly manner. Dissemination is a
challenge in and of itself, given both the large volume of materials produced
annually, the constantly changing technology that requires mastery, and the
wide range of purposes they would ideally serve. Each of the constituencies
mentioned above has different interests, with respect to both the substance
of research and the presentation of results.

A comprehensive assessment of PD&R’s information dissemination
activities was not a key part of the committee’s charge. However, the com-
mittee did examine in some depth the clearinghouse, HUD USER, managed
by the Research Utilization Division, which constitutes PD&R’s primary
information dissemination activity. The committee had available to it two
fairly recent independent assessments, commissioned by PD&R, of various
aspects of PD&R’s product dissemination activities. Members of the com-
mittee also have considerable collective personal experience as consumers
of PD&R-generated information and familiarity with the information dis-
semination activities of other research organizations. The remainder of this
chapter describes the various dissemination elements, provides a committee
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perspective on HUD USER and offers some conclusions and recommenda-
tions for the future.

DISSEMINATION ACTIVITIES

PD&R’s dissemination activities take a number of forms. It publishes
three periodicals, one of which is devoted entirely to publicizing its research
and one of which is partly devoted to that purpose; it maintains a listserv;
and it publishes research studies in both hard copy and electronically via
its own website.

HUD USER

PD&R’s primary dissemination vehicle is its information clearinghouse,
HUD USER, which was established in 1978. It publishes and markets
PD&R’s research reports and other documents. Publications are announced
primarily through Research Works, a monthly newsletter, and the listserv,
which has been maintained since 1997. A small number of publications
are announced through press releases, which are mainly aimed at the trade
press.

PD&R Publications

PD&R’s three publications are Research Works (successor to Recent
Research Results), a monthly newsletter summarizing several recent pub-
lications in each issue; CityScape: A Journal of Policy Development and
Research, a scholarly journal that has published 24 issues on an irregular
schedule since it was founded in 1994; and U.S. Housing Market Condi-
tions, a quarterly report also founded in 1994. The last publication contains
statistics on the national housing and mortgage markets, and reports on
national, regional, and local housing markets; it is produced by the Office
of Economic Affairs and draws on work by PD&R’s field economists as
well as headquarters staff.

U.S. Housing Market Conditions is a very useful source of information:
much of the information is compiled and published by other government
agencies or private entities, but it is helpful to have it in a single source,
and the format is convenient. In addition, issues typically contain a short
article reporting on some quantitative internal research or program support
activity. Recent issues include reports on the performance of government
sponsored enterprises (GSEs) under HUD’s home purchase goals (Novem-
ber 2007), use of the American Community Survey for estimating income
limits and fair market rents to be used in HUD programs (August 2007),
and tabulations of first-time home buyers from the 2005 American Hous-
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ing Survey ([AHS] May 2007). These interesting articles are not apparently
published elsewhere.

CityScape includes both internal and external research. Some issues
have been devoted in whole or in part to specific topics, occasionally serv-
ing as a medium of publication for PD&R-sponsored conferences. One
issue (Volume 8, No. 1, published in 2005) was composed largely of studies
conducted by PD&R’s research cadre of independent scholars on various
aspects of HUD’s subsidized housing programs. Another issue (Volume 7,
No. 1, published in 2004) was produced by the Office of University Partner-
ships (OUP) and consisted of articles based on the doctoral dissertations of
students supported through OUP.

Outreach to Constituencies and Policy Makers

Individual studies are made public in three or four forms. There is
the full study itself, usually published in hard copy and made available
electronically on HUD USER. When the study is accessed, the first screen
consists of a paragraph or two describing the study, but not usually report-
ing any of the results. The study can be accessed from this screen. Studies
almost invariably include an executive summary as well as the text. Finally,
a typical issue of Research Works summarizes four recent studies, in articles
of about 800-1,000 words each.

ASSESSMENT OF HUD USER

To its credit, PD&R has commissioned two independent reports on its
product dissemination activities: an overall assessment of the usefulness
of its products, and a subsequent assessment of its website (Vreeke et al.,
2001; Bansal et al., 2005). These complement each other. The earlier overall
assessment analyzed both purchases and downloads of PD&R publications,
as well as citations to PD&R publications in the professional literature.
It concluded that customers were generally satisfied with the documents
themselves, but identified several ways to improve dissemination. It also
provided some information on the demand for reports issued between 1995
and 2000. This analysis was limited to the most popular reports over that
period, which were mainly either the Urban Policy Reports issued bienni-
ally by HUD or publications on building technology. There was an upward
trend in orders for these reports.

The overall assessment analyzed dissemination of reports issued
between 1995 and 2000. It found an upward trend in orders for the most
popular reports over that period: They were mostly either the Urban
Policy Reports issued biennially by HUD or publications on building
technology.
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Downloading documents from the web was much more popular than
ordering hard copies through Research Works or HUD USER itself. A
prime example is Creating Defensible Space, written by architect Oscar
Newman and published in 1996, describing physical design approaches to
preventing crime in urban neighborhoods. This publication sold about 2000
hard copies through 2000, about 400-500 per year; it was downloaded
from the website 14,000 times in 2000 alone. Overall, there were more than
600,000 downloads from the HUD USER website between December 1999
and November 2000. (PD&R was unable to track downloads by product
or user before December 1999.)

Documents based on PD&R data collection or analysis constituted a
large share of these downloads; proposed and final rules for fair market
rents alone accounted for more than a quarter, and the list of qualified
census tracts for the Low-Income Housing Tax Credit (LIHTC) Program
was also among the most popular.! The assessment also reports that there
were more than 84,000 downloads for the 20 most popular PD&R research
reports. Unfortunately, it does not include a total for all PD&R documents
combined. The most popular were the Residential Rehabilitation Inspec-
tion Guide (National Institute of Building Sciences, 2000) and Creating
Defensible Space (Newman, 1996), followed by several other reports on
technology, the initial report on the Moving to Opportunity (MTO) for
Fair Housing demonstration, and the 1997 AHS.

The popularity of publications varied by the type of customer. State
and local governments tended to be more interested in the technology
reports, most notably various volumes of the “rehab guide.” Customers
affiliated with universities and research institutes and city managers tended
to be more interested in program analyses. Some reports were popular
with both groups, such as New Markets: The Untapped Retail Buying
Power of America’s Inner Cities (U.S. Department of Housing and Urban
Development, 1999¢) and Now Is the Time: Places Left Behind in the New
Economy (U.S. Department of Housing and Urban Development, 1999d),
both published in 1999.

The importance of the website has increased since 2001. It now pro-
vides access to some 20 data sets, three periodicals, and about 800 publica-
tions. About 60 publications are added to the website each year. (The count
of data sets is potentially misleading, since a given survey is likely to include
separate data for more than 1 year or more than one place. The AHS, for
example, is counted only as “national data” and “metropolitan data”; there
have been over 20 national surveys annually or biennially since 1973, and
separate surveys for 60 metropolitan areas.) Besides listing the PD&R pub-
lications, the website includes a bibliography of 10,000 items about HUD

Projects in qualified census tracts are entitled to higher tax-credit rates.
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programs or urban issues. Because of the importance of the website, the
committee has concentrated on evaluating its performance.

The 2005 independent evaluation of the website (Bansal et al., 2005),
including a survey of website users, was conducted under the Govern-
ment Performance and Results Act. It found broadly similar patterns of
demand to those in 2001. Data sets were the most popular, particularly
income limits and fair market rents. Among the research products, tech-
nology reports were the most frequently downloaded publications, with
two manufactured housing construction guides and the Fair Housing Act
design manual (concerning accessibility for handicapped individuals) at the
top of the list; Creating Defensible Space remained popular 9 years after it
was published. Research reports on homelessness and the worst case needs
report were also popular.?

The most popular publication, by a wide margin, was the Permanent
Foundations Guide for Manufactured Housing (U.S. Department of Hous-
ing and Urban Development, 1996a). There were some 300,000 hits and
8,000 downloads, more than double the second most popular publica-
tion in each case. This popularity was somewhat surprising, because the
guide was published in 1996 but did not appear on the list of the 20 most
popular publications in 2000. In addition, manufactured home production
and sales were much higher in 2000 than in 2004. There appear to be two
contributing explanations. Manufactured housing program staff indicate
that enforcement efforts increased between the mid-1990s and early 2000,
creating more demand for the Guide. In addition, the report became more
accessible on HUD USER: Prior to 2003, it was available only as an execut-
able file (.exe), and in that format was not frequently accessed. In 2003
it was made available in a more accessible format (as a .pdf file) on the
website, and usage increased dramatically.

The more important purpose of the external evaluation was to sur-
vey users about the quality of the website (rather than the quality of the
research). The evaluation reported very high satisfaction among users along
a number of important dimensions. But 39 percent believed that the search
function should be improved, and 29 percent believed that the data set
search should be improved. The committee shares those concerns.

There are particular difficulties in locating publications on the website.
Publications are listed both alphabetically and alphabetically by topic, with
a choice of 14 topics. There is also a search engine to find resources for a
given subject, such as a particular HUD program. None of these resources
is as helpful as it could be.

Alphabetizing by title is not helpful. Publication titles do not usually

2This assessment did not cross-classify downloads by type of user, unlike the 2001
assessment.
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start with words that clearly identify the subject of the publication. The
first publication in the alphabetical list is A Study of Market Sector Over-
lap and Mortgage Lending. It is one of nine publications whose titles start
with the word “study” or “studies.” (The others are all found under “S.”)
There are 11 publications starting with “assessment,” and 16 starting with
“evaluation.” Basically, it is necessary to know the title of a report in order
to find it.

The list by topic is not much more helpful. Topics are broad and over-
lapping, and topic names are somewhat idiosyncratic. The topic of “Fair
Housing and Housing Finance” is not especially helpful to those who are
interested in either subject. There is some overlap between “Community
Development” and “Economic Development,” making it necessary to check
both topics for most users. All the major housing assistance programs are in
one alphabetical list, by title, under “Public and Assisted Housing.” Once
within that broad category, there is no easy way to find publications on a
particular program. Indeed, there is only one topic for which the reports are
listed by subtopic: “Housing Production and Technology” groups publica-
tions under eight headings.3

At the other extreme, the set of papers reporting on the GSEs’ role in
funding affordable mortgages, and other topics in housing finance, can be
found only under the heading “Housing Finance Working Paper Series.”
The 18 publications are not listed individually. Thus a person who learns
of the paper from some other source and knows only its title cannot find it
on HUD USER. The other two major series of publications, the worst case
needs reports and the state of the cities reports, are listed both individu-
ally by title and under the general headings of “Rental Housing Assistance
Reports” and “State of the Cities (National Urban Policy Report),” respec-
tively, though the most recent reports are not listed.

Trying to find information about a particular program through the
search engine creates an opposite problem. Typing in a currently active
program such as “HOPE VI” or “LIHTC” or “Section 811” results in a list
of about 100 publications for each program, without much guidance about
the content of a publication so that readers can make reasonable judgments
as to which item is likely to be the most useful. Each of these programs has
been in existence for about 15 to 20 years. Over 200 are shown for the
long-established but relatively small Section 202 program. With an overall
total of 800 publications covering a dozen years, it is clear that the list of
100 for each program includes many where the program is mentioned in
passing. At the extreme, typing in “voucher” returns over 650 listings.

3Perhaps for that reason, committee members with particular interest in technology found
HUD USER easier to use than members with a primary interest in HUD programs and hous-
ing or urban policy.
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HUD USER contains an “advanced search” function, which is more
useful but still has significant limitations. It can be used to list all publica-
tions with the name of the program in the title; the resulting list usually
turns out to be a subset of the major reports concerning the program. The
“National Evaluation of the Shelter Plus Care Program” does not appear
in the list of 18 publications with the word “homeless” in the title. There
are 37 publications with the word “voucher” in the title, and 13 with the
phrase “housing choice voucher,” but neither list includes any of the reports
on the MTO demonstration, one of the two most recent major voucher
evaluations. There are also various idiosyncratic features. LIHTC appears
in the title of 12 publications, although it is necessary to type in “Low-
Income Housing Tax Credit” as well as “LIHTC” to find all of them. Fre-
quently, the same publication is listed separately two or more times: the full
report is listed and an abstract with a link to the full report. In at least two
instances, individual chapters of a report are listed as separate reports.*

It is not possible to search by author and not very useful to search by
keyword, both highly useful and both commonly available on the websites
of other bibliographic resources, such as scholarly journals. Asking by
keyword turns up ten publications for “homeless” programs, six for the
voucher, and no more than two for any of the other programs. It should
be possible to categorize HUD’s research publications on these bases fairly
quickly at a relatively small expense, if the task of categorizing by key word
is assigned to someone with substantive knowledge of the relevant subject
area.

In general, it is much easier to find a report on the website of the con-
tractor who produced it—e.g., Abt Associates, or the Urban Institute—but
of course it is then necessary to know the contractor.

For a given report, once located, the website typically offers two types
of information: a one- or two-paragraph description of the report, with-
out findings, which is reached when the report title is clicked; then, from
the description, a link to the full report itself. These are both useful, but
anyone interested in a brief statement of the report findings will not be
well served by either. This is particularly likely to be the case for policy
makers. Most reports contain an executive summary, but this is seldom
published separately from the full study, making it necessary to download
a lengthy document to obtain a 10-20 page summary. It would be useful to
provide access to executive summaries separately from reports. Moreover,
the executive summaries are often written more for scholars rather than
policy makers or practitioners, and some are fairly lengthy, especially for

40ddly and perhaps ironically, the 2005 evaluation of HUD USER is itself not available on
HUD USER, although the report states that it is. Possibly, it was originally available on the
website and then removed for some reason. The 2001 evaluation is available.
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the major evaluations. It would therefore also be useful to provide a one- or
two-page summary of the findings.

The 2005 evaluation separately tabulated the views of first-time and
repeat users of the website. Not surprisingly, first-time users were signifi-
cantly less satisfied in every dimension.’ Some disparity is to be expected,
but the committee believes that the satisfaction of both groups can be
improved, and first-time users can be encouraged to become repeat users.

The HUD USER bibliography is also difficult to use. A random com-
parison of a few topics, mainly programs, results in more references among
the 800 PD&R publications on the website than among the 10,000 bibli-
ography items. In addition, there is no search category for “author.” It is
possible to search by individual, but such a search does not turn up publi-
cations by an individual, only references to publications by the individual.
As a convenient exercise, the committee looked at the listings for its mem-
bership. For the 14 members combined, there are 28 listings. The range is
from zero (for eight members) to 10. In that case, four of the listings are for
comments on papers written by the individual, and the other six are listings
of the authors of papers that were published in conference volumes or issues
of Cityscape. The committee also looked at the listings for Richard Muth
and Edwin Mills, distinguished urban economists who have both written
about housing and urban policy for more than 40 years. There are three
listings for Richard Muth, none for Edwin Mills. Nor is it possible to search
by discipline or publication. Researchers interested in locating economic
or sociological analyses of a subject or program must identify them from
the full set of items turned up in the bibliography. Researchers interested
in reports on a program from the U.S. Government Accountability Office
must conduct the same exercise.

CONCLUSIONS AND RECOMMENDATIONS

Although PD&R’ information dissemination activities have much to
recommend them, there is considerable room for improvement. PD&R
should consider an assessment of its current efforts with the goal of devel-
oping a strategically focused, aggressive communications plan. In particular,
the committee believes that more can be done to identify the needs of vari-
ous relevant external constituencies, package information in appropriately
differentiated ways, and take advantage of new web-based technologies.

The committee’s effort to review samples of recent PD&R research
strongly suggests that the office needs a well-designed and continually
updated management information tracking system that describes its in-
house and external research. While PD&R staff ultimately were able to

SData from Bansal et al. (2005, p. 64); statistical comparison by the committee.
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respond to the committee’s multiple requests for information about PD&R
research, this information was sometimes difficult or impossible to retrieve,
or was incomplete. For example, the list of PD&R-funded studies since
2002 by small businesses and of evaluations conducted since 1999 included
a large number of entries noting “disposition unknown.”

It would be valuable if every PD&R study were entered into an easily
accessible data base, and each entry accompanied by an abstract stating the
purpose, methods, and findings (in addition to the information currently
included such as the date and size of the award, the contractor, the govern-
ment technical representative, and whether PD&R published the report).
It would also be useful to know where else the study had been published
and to provide a link to both the PD&R and all other publications of the
study.

PD&R’s dissemination formats could usefully be expanded and tar-
geted to various potential audiences. As noted, HUD USER offers a choice
of extremes: the full text or a very brief description that reports no results.
Research Works does contain shorter and more readable summaries, but
these are not available in any other format. Both of these formats could
be published separately on HUD USER, making studies more readily
accessible.

The HUD USER website is a valuable resource to both policy makers
and the public, but its current configuration has neither kept pace with
technical developments in web technology nor taken full advantage of
current web capabilities for data dissemination and use. The committee
does not include website designers among its membership, but we believe
that it should not be hard to design a more user-friendly search function,
and thus a more useful website. Several members of the committee have
extensive experience with websites in other fields, particularly health policy,
and believe that HUD USER falls short of the norm in terms of being user
friendly and calling attention to new publications and data. It appears that
the PD&R website was designed some years ago and then set free to run
with minor modifications; under such conditions any website becomes
dated very quickly. As this report has stated in several contexts, the quality
of PD&R’s research is generally high, and it is important to make that
research accessible to interested individuals and organizations.

Major Recommendation 6: PD&R should develop a strategically focused,
aggressive communication plan to more effectively disseminate its data,
research, and policy development products to policy makers, advocates,
practitioners, and other researchers.
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Recommendation 8-1: PD&R should modernize the HUD USER website.

Recommendation 8-2: The HUD USER website should be made more user-
friendly, enabling users to locate HUD publications and data sets more
easily. It should be possible to identify publications by author and subject
(including individual HUD programs) more easily.

Recommendation 8-3: The bibliography available on HUD USER should
allow users to search by author, discipline, and publication.

Recommendation 8-4: Both internal and external research reports should
be brought to the attention of interested readers more aggressively, with
more accessible summaries.



The Relationship Between Research
and Policy Development

Previous chapters have discussed PD&R’s research and policy develop-
ment activities by function. Although this is useful analytically, in practice
external research, in-house research, data collection, and policy develop-
ment occur simultaneously and are closely related. This chapter describes
and illustrates the relationships among the activities: in particular, how
research feeds into policy development and how policy development influ-
ences research. The examples show that PD&R research (both external and
in-house) has played an important role in the evolution of policy across all
of HUD’s program areas, including its regulatory responsibilities. Before
discussing those examples in HUD’s major policy areas, we briefly consider
the policy process in general.

HOW POLICIES EVOLVE

The input of any office to the policy-making process must be timely if
it is to be given consideration. If a decision has to be made on a set date,
offices generally cannot develop new information from a standing start
according to an ideal plan. Rather, they can summarize the information
that is already available and perhaps analyze it in new ways or from new
perspectives. And policy makers can only make use of the research that is
available. They can draw on the findings of research that has been com-
pleted or perhaps is in process. Research thus informs policy incrementally
and over time. Results may be available to answer a narrow question that
a secretary or assistant secretary is asking at a particular moment. Or
results may not be available: Sometimes issues come up unexpectedly, and
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sometimes research takes longer than originally contemplated when the
project was undertaken. For example, the committee was informed of a
quick-turnaround request by Secretary Martinez for an evaluation of the
small Youthbuild Program: The program had not been evaluated during
its 8-year history and a full formal evaluation could not be produced in
the few months between the request and the beginning of the next budget
cycle.

More fundamentally, however, research informs policy by shaping a
shared understanding of the nature of a housing problem and how various
programs work in attempting to cope with this problem—what is known,
what is not known, and what challenges remain unaddressed. Research on
major housing issues and programs tends to be ongoing, with new research
projects being developed on the basis of findings of earlier research and on
program outcomes. Each HUD administration is able to draw on that body
of research, each is able to add to it during its term, and each leaves behind
it a body of completed studies and studies in process that are intended to
be of use to its successor.

The research is ongoing because HUD has had the same basic missions
for many years, as well as many of the same programs. Yet although the
missions have seldom changed and the major programs have long histories,
some programs have been terminated, and there have been modifications
in all of them. Some of the modifications have occurred in response to
changes in policy priorities and some to address program management or
other problems identified in the course of program operations. Research
contributes to the decision to undertake new programs and the design of the
programs. Experience with the programs, once they have begun operations,
often raises issues of program effectiveness or cost, and identifies problems
that need attention. Research is often undertaken to address these issues, to
evaluate the effectiveness of the programs, answer specific questions about
them, and suggest modifications. It is an iterative process.

Thus, it is necessary to take a long perspective on the contributions of
PD&R to the policy development process. This is particularly true of the
research program, and most particularly true in recent years as the size of
the research budget has been constant or shrinking. Research is undertaken
to answer questions or resolve problems; when the budget is limited, fewer
questions or problems can be addressed. This reduction in research can
have negative consequences for HUD policy makers and the public; use-
ful information is not available when it is relevant. The cost is real, albeit
indirect and easily overlooked.

The research activities in any given year will not cover all of the major
program areas of HUD. But over time research has covered nearly all of
them. Policy development in any given year draws on the research activities
of the last several years, and even longer.
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The remainder of this chapter illustrates this ongoing, iterative process
and provides examples of these interrelationships, drawn from all of the
major program areas: Section 8 new construction; tenant-based assistance,
with a focus on cost; housing vouchers, with a focus on program outcomes;
the Community Development Block Grant (CDBG) formula; housing mar-
ket discrimination; and regulation of the government sponsored enterprises,
Fannie Mae and Freddie Mac. There is some overlap between the first two
examples, since both programs were authorized under Section 8 in 1974,
and some of the major research projects over the next several years covered
both. Also, the second and third both concern the programs that provide
assistance to households, tracing the development of policy along different
dimensions and over somewhat different periods of time. The emphasis on
assistance programs reflects the strong policy interest and controversies in
the area of low-income housing during the years since PD&R was estab-
lished. Housing assistance has routinely constituted well over one-half of
the HUD budget.

SECTION 8 NEW CONSTRUCTION

The Section 8 New Construction Program was enacted in 1974, at
the same time as the Section 8 Existing Housing (Certificate) Program. It
differed from previous project-based subsidy programs in that the subsidy
was explicitly based on the income of the assisted household. Households
paid 25 percent (later raised to 30 percent) of their income toward the cost
of the unit, which included the project owner’s mortgage payment and
operating costs. The commitment to an income-conditioned subsidy was
derived in part from Housing in the Seventies (U.S. Department of Housing
and Urban Development, 1974), the major 1974 study of previous subsidy
programs. That in-house study was undertaken by the first assistant secre-
tary for policy development and research and largely staffed by individuals
who became part of PD&R when it was created during the course of the
study. (The study did not recommend enacting a program like Section 8
new construction, but its recommendation for income-conditioned subsidies
became part of the program.)

By the late 1970s it was becoming clear to policy makers that the
Section 8 New Construction Program was exceptionally expensive. The
1981 evaluation by Abt Associates (Wallace et al., 1981), comparing costs
and outcomes for Section 8 new construction and the certificate program,
showed that per-unit costs were about twice as high in the new construc-
tion program. With respect to outcomes, the evaluation found that the new
construction program primarily served white elderly households and that
few minority households participated; in contrast the certificate program
was generally representative of the eligible population. Both programs
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served households in deficient housing. In 1982, the President’s Commis-
sion on Housing recommended terminating the Section 8 New Construc-
tion Program and making tenant-based assistance the primary housing
subsidy program. The commission drew extensively on the Abt study and
on other data and analysis from PD&R, including the American Housing
Survey. The recommendations of the commission report were adopted by
the administration, and in 1983, Congress repealed the Section 8 New
Construction Program.

The repeal applied to further projects. The inventory of Section 8
projects remained as assisted housing. By the early 1990s, the question of
whether and how to preserve these projects for their low-income residents
became an important public policy concern. Like its predecessor program
(under Section 236), the subsidy contracts for Section 8 new construction
had a 20-year term, after which the owners could opt out of the program.
PD&R conducted a survey and analysis of Section 8 projects insured by
the Federal Housing Authority (FHA) as of 1990-1991, which included
estimates of per-unit annual subsidy cost, per-unit backlog of needed repairs
to bring the units up to market standards, and per-unit annual accrual of
repair needs. This study, with results published in 1992 and 1993, provided
the most extensive data yet available on the Section 8 inventory. It became a
basic resource in the policy debates over “preservation” during 1995-1997.
In addition, PD&R produced a number of “Issue Briefs” and provided
other analyses and data as contributions to the debate.

In 1997 Congress enacted the Mark to Market Program to preserve as
much of Section 8 inventory as financially reasonable and provide housing
assistance for the residents of those projects whose owners chose to convert
them to market-rent housing. Rents were marked down to the fair market
rents for existing housing in the local market, thus lowering the subsidy. In
addition, the project mortgage was restructured so that the subsidies and
tenant rents were sufficient to cover the payments on a new first mortgage;
the remainder of the original mortgage became a second mortgage on which
payments were to be made if funds were available or when the project was
sold.

A sunset date of 2006 was established for the Mark to Market Pro-
gram, and PD&R funded a major evaluation covering the period through
2003, which was published in 2005. Congressional staff who met with the
committee identified this evaluation as an important resource for policy
makers in the deliberations that led to the reauthorization of the program
in 2006. This evaluation was the most recent in a series of major PD&R
research projects, and numerous smaller-scale in-house analyses, that con-
tributed to the policy process over the life of the Section 8 New Construc-
tion Program.
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COST-EFFECTIVENESS OF LOW-INCOME HOUSING PROGRAMS

Since low-income housing assistance accounts for more than three-
fourths of HUD’s budget, research on this topic should be and has been
an important part of HUD’s research agenda. One of the most important
policy decisions in this area concerns how much of the total budget to
allocate to individual programs. Good information about the comparative
performance of different programs is essential for making good allocation
decisions.

This section assesses the past contribution of HUD-funded research on
comparative performance to better inform decisions concerning the alloca-
tion of the budget for rental housing assistance to particular programs,
and it suggests some important opportunities for future contributions. It
focuses on the research on the cost of providing equally good housing under
different programs. The available evidence, which is largely HUD funded,
indicates that this is the largest difference in the performance of different
housing programs.!

Differences in cost-effectiveness are of great significance for policy.
When needlessly expensive methods of delivering housing assistance are
used, many low-income households that could have been provided with
adequate housing at an affordable rent within the current housing assis-
tance budget continue to live in deplorable housing, and taxpayers pay
unnecessarily high taxes to achieve that outcome.

A Brief History

Between 1937 and 19635, the U.S. government delivered rental housing
subsidies to low-income households exclusively through the construction
and operation of housing projects for these households. Local public hous-
ing authorities operated all of the projects built during the first 17 years.
In 1954, the federal government began to contract with private parties to
build and operate projects for low-income households, while still continu-
ing to build public housing projects. In 1965 Congress enacted Section 23,
a program under which public housing authorities could lease apartments
in existing private unsubsidized housing for the use of households that
were eligible for public housing. One variant of this small program allowed
tenants to locate their own apartments that met the program’s minimum
standards. This was the first program of tenant-based rental assistance in
the United States.

IFor a summary of the evidence on many other aspects of program performance, see Olsen
(2003).
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In 1974, the Section 8 Existing Housing Program replaced Section 23.
Since then, tenant-based Section 8 has become the country’s largest pro-
gram of housing assistance. It now serves about 43 percent of the low-
income households that receive HUD rental assistance. In 1983, Congress
cancelled HUD’s authority to make new commitments under the Section
8 New Construction and Substantial Rehabilitation Program, its last large
program to subsidize the construction and major rehabilitation of new
housing projects. In 1995, the Clinton administration proposed a sweep-
ing reform of programs of low-income housing assistance that involved
the gradual replacement of all project-based assistance with tenant-based
vouchers. Congress did not adopt these proposals, but the 1998 Quality
Housing and Work Responsibility Act of 1998 (QHWRA) required public
housing authorities to “voucher out” housing projects under certain cir-
cumstances and allowed them to do it in other cases.

Interaction of HUD-Funded Research and Housing Policy

HUD-funded research on the cost-effectiveness of low-income housing
programs was influential in the enactment of the Section 8 Existing Housing
Program. In 1973, the National Housing Policy Review Taskforce produced
the first estimates of the cost-effectiveness of low-income housing pro-
grams.? This research indicated that the total cost of the housing provided
under the public housing program and Section 236, HUD’s largest program
that subsidized the construction of privately owned projects, significantly
exceeded the market rents of these units and hence that households with
tenant-based assistance could occupy equally good housing in the private
market at a lower cost to taxpayers (U.S. Department of Housing and
Urban Development, 1974). Secretary James Lynn was thoroughly briefed
on these results and the methods used to obtain them. In his cover letter to
the report of the task force, he said “the report was the basis for the hous-
ing policy recommendations included in President Nixon’s message to Con-
gress of September 19, 1973.” These recommendations led to the creation
of the tenant-based Section 8 Existing Housing Program in 1974.

The 1974 Housing Act eliminated subsidies for additional projects
under HUD’s Section 236 Program, but it did not end HUD subsidies for
privately owned subsidized projects. Instead, it replaced Section 236 with
the Section 8 New Construction and Substantial Rehabilitation Program

2The task force was housed in HUD’s headquarters building and staffed with civil servants
on loan to HUD from other departments, academic consultants, and others. Michael Moskow,
the head of the task force, became HUD?s first assistant secretary for policy development and
research.
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as HUD’s primary vehicle for subsidizing the construction and substantial
rehabilitation of privately owned projects for low-income households.

HUD-funded research in the late 1970s and early 1980s, based on
much more detailed data on housing characteristics than underlay the
results of the National Housing Policy Review, showed that tenant-based
housing assistance provided equally good housing at a much lower total
cost than the Section 8 New Construction and Substantial Rehabilitation
Program and its predecessor, Section 236 (Mayo et al., 1980; Wallace et al.,
1981). This evidence played an important role in persuading Congress to
terminate the Section 8 New Construction and Substantial Rehabilitation
Program in 1983.3 Since then, few new units have been authorized under
HUD’s remaining active construction programs.

The savings to taxpayers from the shift in budget from project-based
to tenant-based assistance since 1974 has enormously exceeded the com-
bined cost of the Housing Policy Review Taskforce, the HUD-funded cost-
effectiveness studies of the late 1970s and early 1980s, and indeed the entire
budget of PD&R over the past three decades. The lowest estimate of the
excess cost of project-based relative to tenant-based housing assistance for
providing equally good housing based on detailed data on the housing pro-
vided is 35 percent. In 2006, HUD spent about $15 billion on the Section
8 Housing Choice Voucher Program. To serve the families assisted by this
program equally well with project-based assistance would have cost taxpay-
ers at least an additional $5 billion. Alternatively, if HUD had devoted its
entire budget for low-income housing to project-based assistance, it would
have served many fewer households. Smaller, but still substantial, savings
occurred in earlier years.

This shift from project-based to tenant-based assistance has not come at
the expense of the recipients of housing assistance. The evidence indicates
that recipients of tenant-based vouchers have typically occupied better
housing overall than occupants of housing projects (Orr et al., 2003; Olsen,
2008). Voucher recipients also benefit from a much wider range of choice
of housing and neighborhood characteristics than families living in hous-
ing projects and from the ability to move to another unit without losing
their subsidy when a change in their circumstances lead to a change in their
preferred housing type or location.

During the 1990s, growing concerns about the mounting costs of public
and private subsidized housing projects and the poor living conditions in
some of them led HUD Secretary Cisneros to propose “vouchering out”
almost all subsidized projects. This “reinvention” proposal would have
provided vouchers to all households living in these developments, which

3Many additional units were built after 1983 due to the long lags between the time that
money is appropriated under these programs and the time that projects are completed.
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they could use to move elsewhere or to remain in their current units. Public
housing authorities and private owners of the assisted stock would then
operate more like conventional, private-market landlords, charging market
rents and competing for tenants (some of whom would use vouchers to help
pay the rent). The expectation was that some developments would not be
viable under this plan and would be demolished and replaced, while others
would be operated more effectively in order to attract and retain tenants.
HUD relied heavily on the accumulated body of rigorous research to design
this approach and to argue for its likely benefits. Specifically, evidence on
the relative costs of alternative subsidy programs supported analysis show-
ing that the reinvention proposal would not increase subsidy expenditures.
And research on participation and benefits for voucher recipients supported
the argument that this proposal would not disadvantage minorities or other
vulnerable populations.

Although the reinvention proposal was rejected by Congress, it led to a
number of more incremental reforms to both public housing and vouchers,
all of which were informed by research evidence. These included adjust-
ments to the “take one, take all” requirement (which essentially required
that a landlord who agreed to accept any voucher household had to accept
an unlimited number), voucher lease requirements, and restrictions on
security deposits. And public housing developments with high vacancy rates
and high estimated modernization costs were targeted for demolition or
conversion, and their residents received vouchers in place of project-based
subsidies.

In addition, the accumulated evidence about the effectiveness of
vouchers led HUD to offer emergency vouchers to low-income households
displaced after the Northridge earthquake in 1994. And research on pro-
gram features that discouraged landlord participation informed the decision
to waive some of the existing program regulations so that these emergency
vouchers would be more widely accepted in the Los Angeles rental market.
HUD also funded research on the Northridge emergency voucher program
to provide guidance for dealing with future disasters.

HOUSING VOUCHERS

HUD’s Section 8 Housing Choice Voucher Program is the largest low-
income housing program in the United States. It costs about $15 billion
a year, accounts for almost one-half of HUD’s budget, and serves about
2 million of the poorest families in the country.

Given its importance, it is hardly surprising that PD&R has done
and funded a considerable amount of research on housing vouchers. This
research has produced unusually reliable evidence on program effects, in
part because some of the studies have been random-assignment experiments.
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In its early years, PD&R oversaw the Experimental Housing Allowance
Program (EHAP), the country’s largest social experiment. More recently,
it has funded three other random-assignment voucher experiments: the
Freestanding Housing Voucher demonstration, the Moving to Opportunity
(MTO) for Fair Housing demonstration, and the Welfare to Work Voucher
demonstration. These studies have estimated the effects of housing vouchers
in comparison with no housing assistance and alternative types of housing
assistance, and they compared the performance of different types of hous-
ing vouchers. They have produced reliable information on a wide range
of effects of housing vouchers that is of enduring value for housing policy
development. Other studies done by PD&R staff and its contractors have
shed light on the validity of widely expressed concerns that vouchers would
have negative side effects or perform poorly in some circumstances or for
some types of families.

Experimental Housing Allowance Program

No discussion of housing policy research would be complete without
considering the first major experimental study, the EHAP. EHAP was the
first study of tenant-based housing assistance. Congress authorized this
program in 1970, planning for the experiment occurred in the early 1970s,
data were collected during the mid-1970s, and the final reports were com-
pleted in the late 1970s and early 1980s. The experiment cost almost $200
million (that is, more than $600 million in 2008 prices). Research and data
collection accounted for almost one-half of this amount. The research firms
that ran the experiments issued more than 300 reports, technical notes, and
professional papers. As a result of these expenditures, more is known about
the effects of these experimental programs than any established housing
program.*

The two largest and most important components of EHAP were the
supply experiment and the demand experiment. The primary purposes of
the supply experiment were to determine the market effects of an entitle-
ment program of household-based assistance, such as its effects on the rents
of units with specified characteristics and how suppliers alter their units in
response to the program. The experiment involved operating entitlement

4Introductions to this vast literature can be found in the final reports of the supply exper-
iment, the demand experiment, and the integrated analysis (Kennedy, 1980; Struyk and
Bendick, 1981; Lowry, 1983); an edited volume containing summaries of the findings by the
major contributors to EHAP research (Friedman and Weinberg, 1983); an edited volume
containing evaluations of this research by outside scholars (Bradbury and Downs, 1981); a
monograph containing some of the more technical results on consumer behavior from the
demand experiment (Friedman and Weinberg, 1982) and HUD’s summary report (U.S. Depart-
ment of Housing and Urban Development, 1980).
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housing allowance programs in the Green Bay (WI) and the South Bend (IN)
metropolitan areas. Families were offered a cash grant on the condition that
they occupy housing meeting certain standards. The demand experiment,
conducted in the Pittsburgh (PA) and Phoenix (AZ) metropolitan areas, was
primarily intended to see how recipients would respond to different types
of household-based housing assistance and, for a given type, to different
program parameters. The most influential demand experiment research
went beyond a comparison of different types of household-based assistance:
it compared the effects of the minimum-standards housing allowance pro-
gram with the major established housing programs in existence at the time,
namely, public housing, Section 236, and Section 23 programs.

EHAP produced many results that have been influential in housing
policy debates.’ One of the most important results of the supply experiment
was that the entitlement housing voucher program tested had a minimal
effect on the rents and prices of housing units with unchanging charac-
teristics. This funding allayed concerns that the smaller nonentitlement
Section 8 housing voucher program would have significant effects on the
rents of unsubsidized units.

Another important finding of the supply experiment was that the pro-
gram induced a substantial increase in the supply of units meeting the
program’s minimum standards. Despite the modest subsidies provided,®
the entitlement housing allowance program led to a 9 percent increase in
the supply of apartments meeting minimum housing standards over its first
5 years. This increase resulted from upgrades to the existing stock of hous-
ing (not from the production of new rental housing) and was entirely in
response to tenant-based assistance that required families to live in apart-
ments meeting the program’s standards in order to receive the subsidy.

The most influential finding of the demand experiment was that
recipient-based assistance is more cost-effective than the types of project-
based assistance that existed at the time. This result played an important
role in persuading Congress to rely more heavily on tenant-based housing
assistance to deliver housing subsidies.

Freestanding Housing Voucher Demonstration

The Section 8 Housing Certificate Program, enacted in 1974, differed
from the EHAP model in several respects. Most notably, certificate recipients

3t is worth noting that the research tools and skills developed as part of EHAP laid the foun-
dation for much of the World Bank’s Housing Policy Research Program (see, e.g., Malpezzi
and Mayo [1987], Renaud [1999], Malpezzi [2001], and Buckley and Kalarickal [2005]).

¢The subsidy amounted to about one-half of the taxpayer cost per household under the
Section 8 Housing Choice Voucher Program after accounting for inflation.
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were limited to units renting for less than specified amounts (the fair market
rent for units of a given size in a particular market). This requirement
limited the choices for lower-income families and led housing authorities
to press for higher fair market rents to accommodate families who wanted
to occupy better units. In contrast, EHAP participants could choose units
renting for more than the fair market rent, if they were willing to pay the
difference from their own resources. The subsidy formula differed in other
ways. In the certificate program, if the family occupied a unit that rented
for the upper limit, it would receive the maximum subsidy. If the rent of its
unit was less than the ceiling rent, its subsidy was reduced by the amount
of the difference. EHAP voucher recipients could occupy units with rents
greater than the certificate ceiling and receive the same subsidy, regardless
of the rent of the unit. In addition, EHAP participants were more mobile,
using their assistance to move across political boundaries to a greater extent
than certificate holders.

Drawing on the EHAP results, the President’s Housing Commission
recommended the EHAP approach in preference to the certificate program
(U.S. President’s Commission on Housing, 1982). In response to this recom-
mendation, Congress enacted the Section 8 Housing Voucher Program in
1983 as an experiment, to be operated alongside the certificate program.
At the same time, Congress mandated the Freestanding Housing Voucher
demonstration. PD&R contracted with Abt Associates to conduct the dem-
onstration as a random assignment experiment. This research showed that
these different types of tenant-based assistance had very similar effects
(Leger and Kennedy, 1988, 1990a, 1990b). It also showed that both types
of housing assistance led recipients to live in substantially better housing
and somewhat better neighborhoods, and both led to substantial reductions
in recipients’ out-of-pocket housing expenditure and, hence, more money
to spend on other goods. These findings eventually led policy makers to
consolidate the two programs into a single program (the Housing Choice
Voucher Program, enacted in 1998) that combined features of the older
certificate and voucher programs.

Voucher Success Rates

One of the major policy concerns regarding the effectiveness of both
certificates and vouchers has been the fact that a significant fraction of
families offered certificates or vouchers do not use them. Another concern
was that certain types of families might find it especially difficult to use
them. In response, PD&R funded a series of studies on success rates in the
certificate and voucher programs (Kennedy and Wallace, 1983; Kennedy
and Finkel, 1994; Finkel and Buron, 2001). The Freestanding Housing
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Voucher demonstration also studied this issue as a part of a broader study
of program performance.”

National success rates have varied somewhat over time. Over the past
25 years, the success rate has been under 70 percent in some years and
over 80 percent in others (Finkel and Buron, 2001, pp. 2-3). The variation
in success rates across areas is much greater. Finkel and Buron (2001) find
success rates between 37 and 100 percent for the 48 housing authorities
in their sample. These studies show that differences in success rates across
housing authorities have many causes. For example, Kennedy and Finkel
(1994) and Finkel and Buron (2001) find that among localities that are
the same with respect to other factors, those with the lowest vacancy rates
have the lowest success rates. Obviously, it is more difficult for anyone
to locate a suitable unit when the vacancy rate is low; however, housing
market tightness does not explain most of the variation in success rates.

Success rates also vary with family characteristics and program
parameters. For example, families who are eligible for larger subsidies
due to lower incomes or higher payment standards have a higher success
rate, presumably because they have a greater incentive to find a unit that
meets the program’s standards. These studies indicate some differences in
success rates for different types of individuals and households, but they
allay many concerns about this matter. For example, after controlling for
other factors, Finkel and Buron (2001) find no significant difference in
success rates by the race, ethnicity, or gender of the head of the household
or disability status of members of the household.

In addition to informing the debate about the performance of the
voucher program, the success rate studies have led to specific policy reforms.
For example, the finding of the earliest study that larger families had lower
success rates than smaller families that were the same with respect to other
characteristics led HUD to increase fair market rents for larger units in the
voucher program in 1983.

7A local housing authority’s success rate is the percentage of the families authorized to search
for a unit that occupy a unit meeting the program’s standards within the housing authority’s
time limit and thus receive housing assistance from the voucher program. It is important to
distinguish between the success rate and the participation rate of different types of families.
Families with low voucher success rates can have high voucher participation rates if they are
overrepresented among those offered vouchers. It is also important to distinguish between
a housing authority’s success rate and its voucher utilization rate. Its utilization rate is the
fraction of all vouchers in use during a period of time. By over issuing vouchers, housing
authorities have been able to use all of their vouchers even though success rates were well
below 100 percent.
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Moving to Opportunity for Fair Housing Demonstration

Over time, the location choices of voucher recipients, and their conse-
quences for the recipients’ well-being, resulted in further program experi-
mentation. In 1992, Congress authorized the MTO for Fair Housing
demonstration, a major investment in research on the potential benefits
to low-income families of receiving housing vouchers instead of public
housing in high-poverty neighborhoods. The central goal of MTO was
to assess the effects of using vouchers to help families move to much
lower poverty neighborhoods. Like EHAP, MTO is a random assignment
experiment that yields rigorous evidence of program impacts. Two types
of vouchers were tested: one experimental group was offered regular
Section 8 housing vouchers; the other experimental group was offered
Section 8 vouchers plus mobility counseling assistance on the condition
that the family moves to a neighborhood with a poverty rate less than
10 percent and lives there for at least 1 year (known as “special-purpose”
vouchers).

MTO has studied an unusually large range of program impacts—
housing and neighborhood characteristics, adults’ and childrens’ health,
delinquency and risky behavior among youth, children’s educational out-
comes, adult employment, earnings, income, and receipt of public assistance.
Among other things, research to date has shown that families receiving
special-purpose vouchers move to dramatically safer neighborhoods and
experience significant improvements in physical and mental health, com-
pared to similar families that remain in public housing or receive conven-
tional vouchers (Orr et al., 2003).

MTO has not only provided reliable evidence on a wide range of effects
of several alternatives to current housing policies, but has also advanced
general understanding about how neighborhood environments affect health,
educational achievement, employment, and other outcomes. HUD recently
launched the final phase of the MTO evaluation, and its results will inform
the ongoing debate about how far to go in offering housing vouchers to
occupants of the worst public housing projects. The HOPE VI Program
has offered housing vouchers to tens of thousands of such families over
the past 15 years, and the 1998 QHWRA mandated the vouchering out of
additional public housing projects under certain circumstances and allowed
it under others. Findings from MTO will also inform further policy discus-
sions about whether assisted families should be encouraged to move to
particular types of neighborhoods and how the neighborhood environment
may affect the long-term well-being of low-income families.



162 REBUILDING THE RESEARCH CAPACITY AT HUD

Welfare to Work Voucher Demonstration

Later experimentation has concerned the ability to use vouchers
to increase the family’s earnings and labor force participation. HUD’s
Welfare to Work Voucher demonstration has addressed this issue in par-
ticular, while also analyzing a wide range of impacts on welfare fami-
lies, again based on a random assignment research design. The findings
indicate that, although receiving a voucher does not appear to increase
employment or earnings, vouchers (as currently administered) do not
create work disincentives as some critics have hypothesized. In addition,
the research demonstrates that welfare families who receive vouchers
enjoy better housing conditions, greater residential stability, increased
disposable income (much of which appears to be spent on food), and a
dramatically lower risk of homelessness (Mills et al., 2006). This is the
most rigorous evidence to date on the impact of housing vouchers on the
lives of low-income families.

Voucher Clustering and Neighborhood Property Values

HUD has conducted both external and in-house research about the pos-
sible clustering of voucher recipients in poor and minority neighborhoods.
In a number of neighborhoods around the country, there was significant
local opposition to voucher recipients’ moving into a neighborhood. HUD
contracted with Abt Associates to investigate eight of the areas in which
there were controversies. The analysts found that neighborhoods with
conflict were all places that had experienced economic decline (Churchill
et al., 2001). The neighborhoods were not necessarily poor, nor the poorest
sections of their cities or metropolitan areas. Some of the controversies were
extremely local, as small as a few families on a single block. But in each case
the controversy occurred in a declining neighborhood, and local residents
either blamed the tenant-based programs for the decline or believed that
the programs were exacerbating it. The study also reviewed the practices of
the local program administrators and noted several common features that
contributed to the controversies, including failure to respond to neighbor-
hood complaints and failure to help families find housing in a broad range
of neighborhoods. In general, the program administrators did not see them-
selves as having any responsibility for neighborhood consequences.

HUD subsequently conducted in-house research on the geographic
distribution of vouchers across the country, as well as the geographic
distribution of rental housing at below fair market rents (Devine et al.,
2003). This research provides evidence that is central to the ongoing debate
about whether voucher recipients can use their assistance to gain access to
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affordable rental housing in decent neighborhoods and about the extent of
geographic clustering.

Among other things, this research finds that the stock of rental hous-
ing in which vouchers can potentially be used is widely dispersed. Specifi-
cally, in the 50 largest metropolitan areas, the voucher program applies to
only about 2 percent of all occupied housing units and 6 percent of all
rental units with rents below the applicable fair market rents. Virtually all
census tracts contain at least some units with rental housing that is below
fair market rents, and 83 percent have at least some voucher recipients
living in them. Moreover, vouchers are generally not clustered geographi-
cally. In 90 percent of all tracts with any voucher recipients, the program
accounts for less than 5 percent of all households. But where vouchers are
clustered, the clustering is in high-poverty, mostly minority central-city
neighborhoods.?

Some critics of the voucher program have argued that vouchers under-
mine neighborhood property values, especially when large numbers of
voucher recipients cluster geographically. To address this question, HUD
funded exploratory research on the property value effects of vouchers
(Galster et al., 1999). This study found that a small number of recipients in
a neighborhood (fewer than 6 to 8 families within a 500-foot radius) may
have a positive effect, while a larger number of recipients concentrated in
the same immediate neighborhood may have a negative effect. This finding
plays a role in ongoing debates about the need to disperse voucher recipi-
ents geographically and programmatic strategies for encouraging public
housing authorities to monitor voucher locations and prevent excessive
clustering.

COMMUNITY DEVELOPMENT BLOCK GRANT FORMULA

The interaction between research and policy has been qualitatively
different on the “urban development” side of HUD, primarily because
the nature of urban development programs changed just as PD&R was
created. CDBGs were first put on the congressional agenda in 1971 as
part of Nixon’s “new federalism” agenda (then called urban community
development special revenue sharing) with Secretary Romney’s enthusiastic
support. However, in 1973, at the recommendation of Secretary Romney,
President Nixon suspended the urban renewal program at the same time

8Nationally, the share of tracts where voucher recipients account for more than 10 percent
of households is very small—only 3 percent of all tracts with any voucher recipients living in
them. And voucher recipients account for more than a quarter of all households in less than
1 percent of all tracts. But in those tracts, the poverty rate averages 40.4 percent, compared
to 19.5 percent where they account for less than 5 percent of households.
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that he suspended the major housing subsidy programs. Policy development
during the National Housing Policy Review that year led to the recommen-
dation that seven of the categorical programs be replaced by a single CDBG
Program, which was enacted by Congress in 1974. (As noted above, the
National Housing Policy Review began before PD&R was created, but the
review staff included many individuals who became part of PD&R, includ-
ing the first assistant secretary, Michael H. Moskow, and three of the four
deputy assistant secretaries.) CDBG has been the largest and broadest urban
development program ever since.

The basic policy issue concerning CDBG has always been the formula
by which appropriated funds are allocated between jurisdictions. PD&R
pioneered much of the thinking on how to target funds to community
development need and successfully developed the initial formula that was
used to allocate funds in 1975 (Richardson, 2005). The formula included
three variables: population (weighted at 25 percent), poverty (weighted
at 50 percent), and overcrowded housing (weighted at 25 percent). Over-
crowding was used because the Census Bureau had discontinued measuring
overall housing quality as of the 1970 decennial census.

Further in-house research conducted by PD&R in 1976 showed that
the formula did not target funding particularly well toward cities generally
considered to be “older and declining” (Bunce, 1976). The study suggested
a dual formula, with the awarded allocations based on which formula
would provide the higher level of funding. That is, if a jurisdiction would
receive more funds under the alternative formula than under the original
formula, its grant would be based on the alternative. The alternative for-
mula included poverty (weighted at 25 percent), presence of old housing
(weighted at 37.5 percent), and growth lag—the extent to which population
growth in the jurisdiction lagged behind the growth in other recipient juris-
dictions (weighted at 37.5 percent). The addition of growth lag and to a
lesser extent old housing, resulted in larger allocations for many of the older
cities of the Northeast and Midwest, compared to the original formula. This
formula was included in the 1977 Housing and Community Development
Act and used for the first time for the fiscal 1978 allocations.’

The dual formula system has continued since 1978, with no changes
other than the substitution of new data from each decennial census. Over
that period, however, PD&R researchers have identified a variety of prob-
lems with the formula. For example, in the course of the policy develop-
ment work on the enterprise zone eligibility formula during 1992, PD&R’s

9Because under a dual formula system aggregate allocations would always exceed the total
amount of CDBG funds appropriated by Congress in a given year, HUD has used a pro rata
reduction to conform individual formula allocations with available resources. In fiscal 2002,
for example, the pro rata reduction was 11.43 percent (Richardson, 20035, p. viii).
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in-house work showed how the poverty variable results in overfunding
of “college towns” relative to their per capita need because the Census
Bureau does not count parental support as student income; it recommended
subtracting college students for formula purposes (Neary and Richardson,
1995). PD&R conducted further research on the formulas, published
in 1979, 1983, 1995, and 2005, with the purpose of offering alterna-
tives that would better serve the stated purposes of CDBG (Bunce and
Goldberg, 1979; Bunce, Neal, and Gardner, 1983; Neary and Richardson,
1995; Richardson, 2005). Most recently, in 2006 PD&R contracted with
Econometrica, Inc., to develop innovative measures of community need and
fiscal capacity that could be operationalized with annually updated Ameri-
can Community Survey data, in an effort to develop the most efficient and
fair way to distribute CDBG funds (Eggers, 2007b).

These alternatives have never been adopted, probably because any
change in the formula is a zero-sum game: some jurisdictions would gain
funds, others would lose. Politically, the potential losers have always been
able to prevent change.

The CDBG formula research did affect policy, however; in 1990 Con-
gress enacted a second block grant, the HOME Investment Partnerships
Program. The statute did not specify a formula for HOME; it was left to
HUD to establish the formula by regulation. The formula was developed by
a team of PD&R analysts who had worked on the previous CDBG formula
studies, working with the leaders of both PD&R and the Office of Com-
munity Planning and Development, which administered HOME. Drawing
on the CDBG formula research, the HOME formula used the “number of
families at or below the poverty level” rather than the number of individu-
als, to avoid the CDBG formula issue of large allocations to college towns
(24 CFR 92.50(c)(5)). This was an instance of cooperation between the
policy and program offices, working under a tight deadline to put a new
program in place.

FAIR HOUSING

Since the early 1970s PD&R has produced a consistent and high-
quality volume of research on the scope, nature, and consequences of racial
and ethnic discrimination in housing and related markets, such as home
mortgage lending and insurance. This research has come from in-house and
external work, as well as from panels and papers by scholars organized by
PD&R. In all three categories, PD&R efforts have produced substantively
important, oft-cited, and sometimes methodologically path-breaking work.
Illustrations follow in each category.
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In-House Research

Probably the single most important piece of research on housing dis-
crimination initiated and conducted by PD&R staff is the Housing Market
Practices Survey (HMPS) (Wienk et al., 1979).10 This research represented
the first effort to use paired testing to gain a nationally representative mea-
sure of differential treatment discrimination against blacks as they sought
rental and sales housing in metropolitan areas. Paired testing was a path-
breaking approach insofar as it was the first attempt to directly measure
discrimination in housing. Prior to this, social scientists had attempted to
infer discrimination by examining differentials in housing costs, quality, or
tenure that could not otherwise be explained by socioeconomic character-
istics (e.g., Kain and Quigley, 1975; Galster, 1977; Yinger, 1977). Paired
testing allows for a more controlled experiment, in which only the race or
ethnicity of the tester teammates differs. This approach allows for differ-
ences in treatment to be observed on a variety of outcome measures (cat-
egorized by the PD&R researchers in terms of housing availability, courtesy,
terms and conditions, information requested, information volunteered).
Systematic patterns favoring one group or the other provide the evidence
of discrimination.

Based on tests in 40 metropolitan areas conducted in 1977, Wienk et al.
(1979) concluded that a severe incidence of discrimination existed in rental
or sales markets in virtually all areas, a decade after the passage of the Fair
Housing Act. This finding provided important information for the debate
that let to the strengthened Fair Housing Amendments Act in 1988.

Following closely on the heels of the HMPS findings, PD&R spon-
sored the Fair Housing Enforcement Demonstration, in cooperation with
the National Committee Against Discrimination in Housing (U.S. Depart-
ment of Housing and Urban Development, 1983). The demonstration was
designed to investigate the degree to which a more formal and fiduciary
connection between HUD and the then-emerging private, nonprofit fair
housing groups would substantially enhance the effectiveness of fair hous-
ing enforcement. Nine groups were selected to receive HUD funds for
2 years to receive and record complaints, conduct tests and other investiga-
tions, refer complaints to HUD, and conduct tests to uncover discrimina-
tion that may not have been triggered by bona fide complaints.

The research found that HUD funds were leveraged at rates between
200 and 300 percent and that they led to a rationalizing and standardizing
of all aspects of the fair housing enforcement portfolio of these groups.
This demonstration established an evaluative foundation for legislation to

10The study also reviewed supplementary resources from external contractors, the National
Committee Against Discrimination in Housing and George Schermer Associates.
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establish ongoing federal support to private fair housing groups through
the Fair Housing Initiatives Program of 1987.

The HMPS proved to be the forerunner of two subsequent projects to
garner a nationally representative estimate of housing market discrimina-
tion against blacks and Hispanics, both undertaken by a team from the
Urban Institute. (These studies are also discussed in Chapter 3.) Again,
using the paired testing methodology, field work was undertaken in 25
metropolitan areas in 1989; the final report, the Housing Discrimination
Study (HDS-1989), was published 2 years later (Turner, Struyk, and Yinger,
1991). This study involved significant advances in the statistical analysis of
paired testing data to measure systematic discrimination. It also presented
innovations in analyzing: (1) discrimination against not only black but also
Hispanic home- and apartment-seekers; (2) variations in discriminatory
behavior yielding inferences about motivations; and (3) steering, especially
through the use of newly emerging spatial statistical techniques. Though
few strict comparisons could be made with results from the 1977 HMPS
due to some subtle differences in methods, the HDS-1989 continued to
reveal very high incidences of discrimination against both minority groups
when they sought apartments or homes.

As discussed in Chapter 3, the 2000 replication of HDS (Turner, Ross,
et al., 2002) found substantial declines in the incidence of discrimination
against minority apartment seekers and against black home seekers, but not
against Hispanic home seekers. It also found a worrisome increase in the
rate of steering both black and Hispanic home seekers. HDS-2000 offered
further advances in the statistical analysis of paired testing data, enhanced
by the coincident National Research Council workshop report on the same
topic (National Research Council, 2002a). Later phases conducted the
first paired testing research into discrimination against Asians and Native
Americans in selected sites (Turner and Ross, 2003a, 2003b).

External Research

In related program evaluation research, PD&R commissioned the Urban
Institute to evaluate the Fair Housing Initiatives Program (FHIP), a private
enforcement initiative testing program. FHIP was begun as a demonstration
with the 1987 Housing and Community Development Act, with a segment
of the effort devoted to funding private, nonprofit fair housing groups to
conduct paired testing as part of an enhanced fair housing enforcement
effort. The Urban Institute conducted: (1) key informant interviews with
private and public agencies related to fair housing and with representatives
of private-sector housing providers; (2) statistical analyses of complaints
and investigations of 31 private fair housing groups; and (3) a legal analysis
of evolving federal fair housing court decisions for 1968-1991. The research
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concluded that, while there was no template for tests that proved most effi-
cacious in all circumstances, tests conducted objectively and professionally
yielded the most credible evidence, and FHIP helped private fair housing
groups undertake tests with such qualities (Wienk and Simonson, 1992).

PD&R also took the lead in commissioning the Urban Institute to
undertake two research projects involving new forms of paired testing in
realms where this technique was in its infancy. In the first project, Wissoke,
Zimmerman, and Galster (1998) developed an investigative method for
assessing discrimination in home insurance against either individuals or
neighborhoods. In this approach, a tester called insurance agents to request
a quote about a particular (real) home “s’/he was trying to buy (ficti-
tiously)”; the closely matched teammate of a different race called the same
agent to seek a quote on a closely matched (real) home in a neighborhood
that differed only in the racial composition of the neighborhood. Different
permutations of races of callers and of neighborhoods were used. In 1995,
tests of differential treatment on the basis of Hispanic-white differences
were undertaken in Phoenix; comparable black-white tests were undertaken
in New York City. The tests revealed no statistically significant differences
in treatment of either individuals or neighborhoods, except on a few minor
indicators.

The second project involved the process of shopping for a mortgage
loan.!! Turner et al. (2002) developed protocols for testers posing as pro-
spective first-time home buyers who approached lenders to inquire about
procedures, available loan products, terms, personal qualifications for loans,
etc. Black-white tests and Hispanic-white tests undertaken in Chicago and
Los Angeles revealed many cases in which the white person was provided
more assistance and “coaching” in the process.

Recently, PD&R funded two matched studies of the general public’s
awareness of fair housing laws, what constitutes illegal discrimination, and
how violations of rights may be addressed (Abravenel and Cunningham,
2002; Abravenel, 2006). The private, nonprofit Advertising Council con-
ducted an extensive media campaign about recognizing and reporting dis-
crimination between the baseline survey (2001-2002) and in the follow-up
(2005). The studies both found vast majorities of people knew of and
supported fair housing laws, and support grew during the period of study.
However, far fewer people were sure of what constitutes illegal discrimina-
tion in particular scenarios, and this did not improve during the period.
Moreover, four of every five persons who claimed to have experienced
discrimination did not pursue the matter by filing a complaint. The results
implied that federal fair housing education efforts should be intensified to
counter the public’s remaining misconceptions.

HThis study was also supported by HUD’s Office of Fair Housing and Equal Opportunity.
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Outside Panels and Papers

The third source of PD&R-initiated research related to racial discrimi-
nation and segregation consists of a series of commissioned conferences
and subsequent edited volumes of papers that were organized by PR&R.
Emblematic of this effort is the work of John Goering, a PD&R career
employee, who for over two decades directed and conducted civil rights
research and evaluation studies for PD&R. Collectively, this long-term
body of work represents a comprehensive history of the best historical,
political, sociological, statistical, and philosophical scholarship related to
discrimination in housing. Much of this scholarship likely would not have
been published, and certainly not as well integrated with complementary
work, were it not for these efforts.

In 1978, Goering assembled several emerging scholars in this field
who had just published new quantitative analyses of housing discrimina-
tion to write a report on the status of research on racial discrimination
and segregation and establish a research agenda in this realm for HUD.
This work was disseminated through PD&R’s HUD Occasional Papers in
Housing and Community Affairs (Yinger et al., 1979). He then undertook
an even more ambitious project, assembling 14 papers from a wide range
of scholars, editing them, and adding synthesizing and overview chapters.
The resultant Housing Desegregation and Federal Policy (Goering, 1986)
proved an invaluable resource for thoughtful discussions of housing inte-
gration, the quantitative connection between discrimination and segrega-
tion, social and attitudinal factors affecting integration, and the role of
federal policies and desegregation.

By the early 1990s increasing attention was being paid in the civil rights
and bank regulatory communities to the issue of discrimination in mortgage
lending. In response, Goering organized a conference of scholars, advo-
cates, lending institution regulators, and lending industry representatives
to discuss the latest research on the topic. The resulting papers appeared in
a massive coedited volume, Mortgage Lending, Racial Discrimination, and
Federal Policy (Goering and Wienk, 1996). At the time it represented the
single most comprehensive and cutting-edge set of discussions and analyses
available on the issue.

In anticipation of the 30th anniversary of the Fair Housing Act, Goering
and an outside scholar, Gregory Squires, convened a panel of experts at the
1996 American Sociological Association meetings to reflect on what those
three decades have meant. They supplemented this work with other papers
designed to answer many provocative questions. Has the act achieved its
goals and, if not, why? What might be needed to push ahead more effec-
tively? The 15 papers that resulted were published in a special issue of
PD&R’s Cityscape (Goering and Squires, 1999).
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Goering recently repeated the successful formula, convening with the
support of PD&R in 2004 a multiday conference of scholars, advocates,
regulators, and housing and lending industry representatives, the “National
Fair Housing Research and Policy Forum.” Papers presented here were
organized with additional material to create Fragile Rights Within Cities
(Goering, 2007).

The effects of the PD&R-initiated conferences and edited volumes on
fair housing and lending are difficult to gauge. It seems accurate to suggest
that this work provided for three decades a steady flow of high-quality, cur-
rent, well-disseminated scholarship to inform policy makers and the public.
The enthusiasm of the response appears to have been distinctly cyclical,
with a clear intensification of federal fair housing and fair lending enforce-
ment activities evinced during the 1990s. The most recent cycle of research
has at this writing yielded little in the way of federal initiatives.

In sum, the fair housing research undertaken under the auspices of
PD&R has been substantial in both volume and scholarly quality over the
long term. The cumulative record of paired testing (often called “audit-
based”) research is especially noteworthy. This record was systematically
evaluated by a panel of the National Research Council (2004, p. 7), which
reached two conclusions:

Nationwide field audit studies of racially based housing discrimination,
such as those implemented by the U.S. Department of Housing and Urban
Development in 1977, 1988, and 2000, provide valuable data and should
be continued. . . .

Because properly designed and executed field audit studies can provide
an important and useful means of measuring discrimination in various
domains, public and private funding agencies should explore appropriately
designed experiments for this purpose.

Despite these endorsements, PD&R has not funded paired testing in all
contexts of transactions for which they would be appropriate. The three
national paired-testing housing discrimination studies funded to date by
PD&R have all involved in-person encounters between housing agents and
testers. Yet, technologies such as voicemail and the Internet open up new
domains for mediated, impersonal discrimination on the basis of naming
conventions and linguistic style (see Smith and DeLair, 1999; Massey and
Lundy, 2001; Bertrand and Mullainathan, 2004; Squires and Chadwick,
2006). A valuable next step for PD&R to advance research into discrimi-
natory actions would be research on the initial contact phases of hous-
ing transactions, which are usually over the phone and, increasingly, the
Internet.
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GSE REGULATION

Fannie Mae (FNMA) was created by Congress in 1968 as a government
agency to create a secondary mortgage market. When HUD was established
in 1965, FNMA became part of the department. In 1968 it was split, and
the new FNMA became a private corporation to continue serving the sec-
ondary market, with various privileges conferring “agency status.” HUD
became the regulator of the new FNMA.

HUD?s research on FNMA began about 20 years later with an extensive
report on the corporation (U.S. Department of Housing and Urban Devel-
opment, 1987). This report, mandated by the Secondary Mortgage Market
Enhancement Act of 1984, was prepared by PD&R and remains a useful
source of information on the early history of FNMA. It discussed possible
options for eventual privatization, a policy goal of the administration at the
time. More relevant to subsequent policy making, it contained the first inde-
pendent analysis of Fannie Mae’s net worth on a “mark-to-market” basis,
measuring the value of both assets and liabilities at current market prices
rather than historical cost. The report concluded that Fannie Mae had a
positive net worth, but that its net worth had been negative every year from
1978 to 1984, a period of large and unexpected interest rate fluctuations,
and that it continued to incur substantial risk from future fluctuations.

In 1989 the Financial Institutions Reform, Recovery and Enforcement
Act converted Freddie Mac (FHLMC) to a similar private entity, vesting
regulatory authority in HUD, and requiring annual reports on both FNMA
and FHLMC (which became known collectively as government sponsored
enterprises [GSEs]). These reports also were prepared by PD&R, for 1989,
1990, and 1991, and a financial institutions regulatory staff was created in
PD&R to assist the secretary of HUD in fulfilling the financial regulatory
responsibilities.

Written in the aftermath of the savings and loan industry collapse and
drawing on the methodology developed in the 1986 report, these reports
analyzed the adequacy of GSE capital, and contained “stress tests” of the
ability to withstand serious economic disturbances. The reports concluded
that the GSEs would not be able to earn an AAA rating from the credit
rating agencies in the absence of their implicit government guarantee (i.e.,
would not be able to survive 10 years in the event of a major depression),
but that Fannie Mae had improved its financial position so that it was
protected against interest rate fluctuations such as those during the early
1980s, which at that time left Fannie Mae with negative net worth. The
first 2 years’ reports were significant contributions to the legislative process
during 1990-1992, which culminated in the Federal Housing Enterprises
Financial Safety and Soundness Act of 1992 (FHEFSSA), although the
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legislation as enacted did not use the same approach in setting capital
standards.

FHEFSSA split the regulatory authority between HUD and a new Office
of Federal Housing Enterprise Oversight (OFHEO). HUD retained “mis-
sion regulation” authority and general regulatory authority; OFHEO was
responsible for financial safety and soundness regulation.

Affordable Housing

In particular, HUD was responsible for establishing and enforcing
annual “affordable housing goals.” The provisions of FHEFSSA establish-
ing the goals were influenced by the PD&R analysis of the GSEs’ loans.
Three such goals were created in FHEFSSA, each as a percentage of the
mortgage business of each GSE. HUD was required to establish the quan-
titative level of each goal and change the levels every few years in response
to GSE activity and market conditions. Under the FNMA Charter Act,
the HUD secretary had authority to require that a reasonable portion of
FNMA’s mortgages purchases serve low- and moderate-income families.

Interest in FNMA’s affordable housing activities dates back to 1978
when Secretary Harris issued regulations requiring FNMA to devote
30 percent of its purchases to homes with prices at or below 2.5 times the
median family income for the local market area. At that time, FNMA did
not have data on home buyers’ income for the mortgages it purchased,
so the standard in terms of median income was chosen as a reasonable
proxy. By 1990, however, the GSEs did have such data, and analysis by
PD&R showed that the 1978 criterion was not a very good proxy: large
numbers of borrowers in the lower half of the income distribution bought
homes with prices above 2.5 times the local median income; similarly large
numbers of borrowers in the upper half of the income distribution bought
homes with prices below 2.5 times the local median. This data analysis
contributed to Congress’ decision to establish explicit affordable housing
goals and to establish them largely in terms of the income of the home
buyer or renter.

Until the passage of the Housing and Economic Recovery Act of 2008,
HUD has had the responsibility to analyze the mortgage and housing
markets and GSE activity, and based on these analyses to set new goals
by regulation every few years. More than a dozen working papers have
been prepared by PD&R staff, primarily in the Office of Economic Affairs,
documenting the extent to which the GSEs fund affordable loans, loans to
minority home buyers, loans to first-time home buyers, and loans for multi-
family housing projects. PD&R has also funded some external research,
including studies of the ultimate effect of GSE purchases on lower-income
households and on lower-income neighborhoods.
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A particular concern that has been raised as a result of PD&R’s analy-
ses is the extent to which the GSEs purchase the loans of first-time home
buyers. Analysis of GSE data, combined with market data from several
sources, showed that the GSEs were serving disproportionately few first-
time buyers, particularly minority first-time buyers, relative to the share
of these households in the conventional mortgage market. These analyses
contributed to the regulatory decision to establish subgoals for first-time
buyers as shares of the various affordable housing goals as of 2005.

All these reports have contributed to the establishment of new afford-
able housing goal levels in 1996, 2000, and 2004, in each case becoming
effective at the beginning of the following calendar year. They are incor-
porated into the economic and regulatory analyses required as part of the
rule-making process. These analyses are also prepared by PD&R’s Office of
Economic Affairs. They are necessarily voluminous and required extensive
and intensive staff effort.

Legislation to revise the regulatory structure and authority, which ulti-
mately resulted in the Housing and Economic Recovery Act, was introduced
in Congress since 2003. Among the issues being considered are changes in
the affordable housing goals. Legislation under consideration in 2005-2006
included a new goal for first-time home buyers. PD&R staff also prepared
a substantial analysis of the goals established in the major bill introduced
into the House of Representatives in 2007; as a result, the proposed legisla-
tion was changed to incorporate single-family rental housing in the goals,
and the GSEs’ “ability to lead the market” was added as a factor to be
considered in establishing specific single-family housing goals. The Housing
and Economic Recovery Act of 2008 contains a requirement for the GSEs
to report on the number of rental units affordable to low-income families
contained in mortgage purchases of 2-4 unit owner-occupied properties,
and permits the new regulator to establish requirements for such units.

HUD’s regulatory activity does not figure noticeably in the HUD budget,
but in many respects is as important to the quality and affordability of U.S.
housing as its programs. GSE regulation was a prime example of PD&R’s
ability to strengthen and complement the capabilities of program offices
while adding an important measure of independence and objectivity to the
analysis and the development of regulations. Over the past 15 years, GSE
regulation has been conducted by a consortium of several HUD offices,
including the Office of Housing, the Office of the General Counsel, and the
Office of Fair Housing and Equal Opportunity, as well as the Office of Policy
Development and Research, under the leadership of the assistant secretary
for housing. GSE regulation was funded from the overall HUD budget, par-
ticularly the PD&R appropriation. This is unlike the regulators of all other
financial institutions, and unlike HUD’s regulation of the manufactured
housing industry, which are funded by fees levied on the regulated entities.
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The role of PD&R has been extremely important, and its importance
has been recognized by the other offices and the secretary. GSE regulation,
and regulatory legislation has been influenced by the PD&R analyses of
GSE activity since the 1980s.

Subprime Mortgages

PD&R’s research on subprime lending started in the mid-1990s, when
subprime loans were a very small share of the mortgage market and largely
unknown to policy makers or the public. In 1994 PD&R developed a list
of subprime lenders, based on data collected under the Home Mortgage
Disclosure Act (HMDA), trade publications, and industry sources. Not all
subprime loans were originated by specialized subprime lenders, but the
extent of market segmentation was pronounced, and identifying subprime
lenders was an essential first step toward describing and analyzing the
market for subprime mortgages. The PD&R list became a standard refer-
ence for tracking subprime lending through HMDA data, used by Federal
Reserve Board analysts and advocacy groups, among others. By 1998 the
list included 200 lenders who specialized in subprime loans (Scheesele,
1998a). By about 2002, the list was becoming less useful as prime lenders
began making more subprime loans, as PD&R pointed out whenever the
list was updated, but it was still the most authoritative source.

PD&R used the list for two purposes: (1) to create information and
facilitate analysis of the subprime mortgage market, and (2) to help in
establishing the statutory “affordable housing goals” for Fannie Mae and
Freddie Mac. Both purposes resulted in policy initiatives.

Analyzing the Subprime Market

PD&R used the list to document the rapid growth of subprime lending
during the 1990s and to explore the degree of concentration of subprime
mortgages, both geographically and demographically. Studies found that
minority borrowers in low-income neighborhoods were disproportionately
likely to be subprime borrowers (Scheesele, 1998b) and that subprime loans
were more common in low-income than in high-income neighborhoods,
more common in black than in white neighborhoods, and indeed more
common in high-income black neighborhoods than in low-income white
neighborhoods (U.S. Department of Housing and Urban Development,
2000d). These patterns were attributed to the absence of prime lenders in
those neighborhoods. The later study included a brief but vigorous national
summary statement of the problems and dangers of subprime lending and
was followed by separate, more detailed, studies of five large metropolitan
areas. These studies attributed the patterns to the absence of prime lenders
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in such neighborhoods, and they also warned about high foreclosure rates
and a rise in predatory lending practices.

PD&R continued to conduct research on predatory lending in the grow-
ing subprime market, particularly for minority households and in minority
neighborhoods (Bunce et al., 2000; Fishbein and Bunce, 2000; Scheesele,
2002). The studies were undertaken by the Office of Economic Affairs,
sometimes using proprietary data (such as the Loan Performance data
base), as well as FHA and HMDA data; they exemplify the internal research
conducted by PD&R. In addition, several private organizations, including
the Center for Community Change (Bradford, 2002), the National Commu-
nity Reinvestment Coalition (2007, 2008), and the Consumer Federation of
America (Fishbein and Woodall, 2006), began using the same methodology
to describe subprime lending patterns by metropolitan area.

More recently, PD&R has extended this line of research to investigate
the differences in risk characteristics between subprime, FHA, and prime
mortgages, and the extent to which these markets overlap (Rodda, Schmidt,
and Patrabansh, 2005). It has also funded a large study of the reasons why
households choose to make use of subprime mortgages and other uncon-
ventional financial services, such as payday loans (Apgar and Herbert,
2006). The assistant secretary for policy development and research also
convened a conference in 2006 to obtain information about recent changes
in subprime mortgage instruments and a second conference in 2007.

This body of research contributed substantially to the work of a joint
HUD-Treasury task force on predatory lending and subsequent policy ini-
tiatives. PD&R staff also provided most of the HUD staffing for the task
force, including the research leader, and played a major role in preparing
the report (U.S. Department of Housing and Urban Development and U.S.
Department of the Treasury, 2000). The report of the task force offered a
series of recommendations for legislative and regulatory actions to reduce
predatory lending practices, while at the same time maintaining access to
mortgages loans by lower income borrowers.

Neither HUD nor Treasury has regulatory authority over most mort-
gages or mortgage lenders.!? The recommendations of the task force were

12Federally chartered financial institutions are regulated by the Federal Reserve Board, the
Federal Deposit Insurance Corporation (FDIC), and the Office of the Comptroller of the Cur-
rency; state-chartered institutions are regulated by the FDIC as well as the states; and mortgage
brokers are regulated by the states. The Office of Thrift Supervision within Treasury regulates
community banks; HUD regulates lenders insofar as they make FHA loans but does not have
authority over loans not insured by FHA. HUD also has regulatory authority over the GSEs, as
discussed above, and HUD regulates real estate settlement procedures for all loans, under the
Real Estate Settlement Procedures Act (RESPA). But it has no role in HMDA data collection,
for example; by statute, HMDA is the province of the Federal Financial Institutions Examina-
tion Council (FFIEC), consisting of the five financial regulatory agencies.
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thus directed largely at Congress and the Federal Reserve Board. Specific
recommendations for HUD action included additional funding for hous-
ing counseling; prohibition of “flipping” with FHA-insured loans (flipping
occurs when a home is sold twice within a short period of time, with the
second sale at a markedly higher price than the first); closer monitoring of
appraisers and mortgage brokers; and clearer, earlier, and binding disclo-
sures of settlement costs under RESPA regulations. Action on each of these
issues occurred over the next few years.

Beginning in 2002, the HUD budget requested a substantial increase in
housing counseling funds, and these requests were approved by Congress.
Funding tripled over the next several years, from $15 million in 1999 to
$20 million in 2001 and $45 million by 2005. In addition, Congress has
held several hearings on housing counseling. The Housing and Economic
Recovery Act of 2008 (P.L. 110-289) further increased funding for counsel-
ing and also required HUD to conduct a demonstration counseling program
for home buyers with low down payments. Based on this interest, PD&R
initiated an evaluation of HUD-approved counseling agencies in September
2007 (mentioned in Chapter 3). The evaluation, which is being conducted
by Abt Associates, will describe the current state of the counseling industry
and then evaluate the effectiveness of pre-purchase counseling in forestall-
ing mortgage default, including both an analysis of the counseling services
received by currently delinquent homeowners and a controlled experiment
of future home buyers as part of the evaluation. To date, the analysts have
collected information through interviews with counseling agencies and
other interested entities.

FHA established an anti-flipping rule by 2002, denying FHA mortgage
insurance on loans when the home had been sold twice within 6 months
unless there was evidence of substantial repairs and rehabilitation. PD&R
staff provided analysis of local market data that helped to determine the
cutoff dates for mortgage insurance eligibility, to minimize the extent to
which legitimate resales were inadvertently denied insurance and predatory
“flips” were inadvertently eligible.

FHA also began to track the performance of loans by appraiser and
release information about default rates on these loans, through a pro-
gram known as “Appraiser Watch.” This went into effect in 2002. FHA
subsequently instituted rules to improve the monitoring of mortgage
brokers.

HUD issued a proposed RESPA rule in 2002, improving disclosure
along the lines recommended by the task force. The rule was not adopted,
and the proposal was withdrawn in 2004, owing partly to strong bipartisan
congressional opposition and criticism from several industries that provide
settlement services, such as title insurers, appraisers, and realtors. HUD
proposed a revised rule in 2008.
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In each case the recommendation of the Task Force on Predatory Lend-
ing was not the sole impetus for the reform; other factors also contributed.
Research by Freddie Mac found evidence that pre-purchase counseling
reduced mortgage defaults (Hirad and Zorn, 2002) and was cited by HUD
to support its budget proposals; the anti-flipping rule, the Appraiser Watch
Program, and broker monitoring were strongly advocated by the Baltimore
Predatory Lending Task Force, an organization of local public officials
and community groups; RESPA reform became a major initiative of HUD
and the administration after a federal appellate court ruling in early 2001
appeared to prohibit common lending practices. The task force recom-
mendations, however, were an important contributing factor. The task
force also led to a roundtable on predatory lending in 2001, cochaired by
assistant secretaries from Treasury and HUD and a member of the Board
of Governors of the Federal Reserve, bringing together consumer advocates
and industry representatives for vigorous discussion.

Setting GSE Affordable Housing Goals

The HUD list of subprime lenders has also been used for more than
a decade to establish the affordable housing goals for Fannie Mae and
Freddie Mac. PD&R used the list to analyze the GSE role in the subprime
market in a regular series of reports on GSE affordable lending, beginning
in the mid-1990s (Bunce and Scheesele, 1996). This analysis led HUD
to define the GSEs’ “market” to include loans classified as “Alt-A” or
“A-minus”—the highest quality of subprime loans—as well as conventional
conforming “prime” or “A” loans, in the affordable housing goals, begin-
ning in 1996. FHEFSSA requires Fannie Mae and Freddie Mac to “lead
the market,” which in turn necessitates a definition of the market that the
GSEs are expected to serve.

HUD has continued to study subprime lending in the context of the
GSE affordable housing goals in its series of working papers in housing
finance. In addition, its responsibility for “mission” regulation of Fannie
Mae and Freddie Mac led to further research on subprime lending in local
markets. A PD&R-funded research project at the Urban Institute docu-
mented the growing GSE interest in subprime mortgages, to some extent
in response to the affordable housing goals established by HUD in 2000,
and discussed the extent to which the GSEs were lowering costs for sub-
prime borrowers and the extent to which the GSEs were taking higher risks
(Temkin, Johnson, and Levy, 2002).

The subprime mortgage market is an instance in which PD&R research
over a long period of time has contributed to changes in HUD programs
and regulations. In addition, and perhaps more importantly, it has provided
information about the broader mortgage market for which HUD has no
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statutory authority. Not all the policy recommendations arising from the
research were adopted; policy makers and the public gave less attention to
predatory lending during the housing boom in the mid-2000s, when house
prices were rising rapidly, than before or since. For example, an administra-
tion proposal contained in each year’s budget during 2003-20035, to allow
FHA to compete with subprime lenders, was not approved by Congress.

CONCLUSION

The relationship between research and policy development is complex
and ongoing. The examples in this chapter are not intended as a compre-
hensive list, but as illustrative. At the same time, they necessarily involve
some overlap with the discussions of research projects and policy develop-
ment activities in the preceding three chapters.

The long-term relationship between research and policy development
has been fruitful and valuable for both activities. Looking at the allocation
of the PD&R budget for a given year, or even over a few years, does not
show the policy relevance of PD&R’s research activities, especially because
some of the external research projects are multiple year studies, appearing
in the PD&R budget only in the year in which they are funded. As discussed
in the next chapter, research budget reductions in recent years are likely to
hamper informed policy development in the future.



10

Loss of Capacity and Its Consequences

The prior chapters have provided a detailed portrait of the history,
structure, capacity, achievements, strengths, and weaknesses of PD&R.
They have documented how the office has made important contributions—
through both in-house and external research—to the development of
HUD policy, programs, and topics crucial to HUD’s mission. In addition,
PD&R has developed many vital public-use data bases and mechanisms
for disseminating HUD-sponsored research. The prior chapters have also
detailed shortcomings and missed opportunities. In this chapter the com-
mittee describes how PD&R’s capacity has eroded and the consequences
for PD&R’s ability to continue to provide high-quality work.

LOSS OF CAPACITY

The committee has observed three interrelated and coincident trends
related to PD&R resources and responsibilities: (1) reductions in financial
resources for conducting PD&R’s core functions; (2) reductions in human
resources for conducting PD&R’s core functions; and (3) increases in activi-
ties unrelated to PD&R’s core functions. Chapter 2 documents how the
PD&R budget for research and technology has declined in real terms in
recent years. By several measures, the budgetary resources available to
PD&R for research and evaluation activities (independent of basic data col-
lection activities) have declined by roughly two-thirds in less than a decade.
Chapter 2 also documents that PD&R staff devoted to research, evaluation,
or policy development activities has been reduced by about one-fourth since
1989. In addition, key PD&R senior staff members have been retiring at a
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rapid rate, resulting in a big loss of expertise and institutional memory that
is hard to fully replenish at the younger ranks. Since the mid-1990s the staff
of PD&R’s Office of Policy Development has both been cut roughly in half,
and the critical position of deputy assistant secretary for policy develop-
ment has been filled only sporadically.

At the same time that PD&R’s financial and human resources have been
dwindling, its responsibilities to manage several nonresearch and evalua-
tion activities have expanded. When the Office of University Partnerships
(OUP) was transferred to PD&R, it came with both program resources
and budget for operational staff. However, over time, these resources have
been absorbed into the general budget of PD&R and increasingly squeezed.
Similarly, the Office of International Affairs within PD&R has absorbed
increasing staff resources. Neither of these offices conducts research or
program evaluations, collects data, or disseminates studies. The expansion
of such nonresearch and evaluation activities has forced PD&R to allocate
increasingly scarce staff away from its core responsibilities, further aggra-
vating the absolute decline in its capacity to perform its core mission. This
interrelated triad of trends is portrayed diagrammatically on the left side
of Figure 10-1.

Declining funds available to conduct major external research studies
has led to an internal research agenda-setting process that is isolated from
the larger scholarly community and less likely to produce work that will
continue to significantly expand the bounds of knowledge about how HUD
programs can be enhanced or about other vital urban issues. In addition, the
flagship of PD&R’s stable of surveys, the American Housing Survey (AHS),
has suffered serious diminution in the number of metropolitan areas and
dwelling units sampled and in the frequency of surveys being undertaken.
The Residential Finance Survey is threatened with elimination, at the same
time that policy makers are wrestling with the most serious problems in
the housing finance system in two decades. And although HUD has been
successful in developing public-release versions of some administrative data
bases, increasingly these data are only being released with significant delay.

Budget limitations mean that PD&R constantly has to face a difficult
choice between doing more limited studies of a larger number of issues or
programs and doing more extensive studies of only a few. With the pos-
sible exception of the recently initiated housing counseling study, no new
large-scale, external research studies are now in the PD&R pipeline, and a
number of medium-scale studies have not provided definitive assessments
of the impact of HUD programs because of limited financial and data
resources devoted to the investigation. And, although often of high quality
and potentially important to many constituencies, in-house PD&R research
has not always been produced in a timely fashion because of competing
demands on staff time. Moreover, opportunities to exploit administrative



181

-

S919UaN}IISU0D
Jeusaixa
pue jeusaiul Aq
d®ad
O pappe-anjea
panidaiad
ur uoisoi3

syinsay [emdaolad

"yo1easay pue uawdoraas £o1104 Jo 0430 ‘@NH woig eiep paysiyqndun :gOYNOS

[saa104uiay]

uoleUIWaSSIP
Alawin pue aAnoay3

SaIpNnisS uoliren|eAs pue
yoJeasal [eulsiul

jo aoueoyiubis #
pue ‘adoas ‘a|eas

SaIpnis uonenjeAs pue
yoJeasal [eulaixa
Jo aoueonyubis 4
pue ‘adoas ‘a|eas

A

“Kyoededs Y24 jo uotsory [-01 HYNDIA

D

saniAnoe

uonen[eAs pue yeis
yoteasaiuou [euoissajoid
10} ¥¥®dAd d?dd
uo spuewaq

uo1199]|09 Blep JO
ssau|njasn pue adoos

#

Bunmas epusabe
uonrenjena
pue yoreasal paje|os|

|

Y®dd JO si01edlpu| 8suew.loliad

196pnq
uonenjeas pue
yoJseasal #

d%ad

y®ad 10 sanljigisuodsay pue sadinosay



182 REBUILDING THE RESEARCH CAPACITY AT HUD

data have been missed because of the inability to make the investments
needed to make these data sets robust for research purposes. In addition,
HUD USER and the other dissemination mechanisms would need to be
substantially improved if the visibility of and access to PD&R’s research
and evaluation studies and HUD administrative and other PD&R data sets
are to reach the audiences their quality and importance warrants.

In concert, PD&R’ more limited agenda and data sets; declines in the
scale, scope, and significance of its internal and external research, evalua-
tion, and policy development work; and unrealized effectiveness in dissemi-
nation have profound consequences for PD&R that have both internal and
external dimensions. Internally, PD&R is steadily becoming less ambitious
and creative in establishing agendas and developing research projects, no
doubt as a function of the diminishing research and technology budget.
This may encourage the retirement of veteran staff; it surely makes it more
challenging to attract high-quality replacements. Moreover, the declining
capacity of PD&R makes it less likely that future secretaries of HUD will be
able to make as effective use of PD&R work as past secretaries have been
able to do. Externally, constituencies with potentially critical interests in the
work of PD&R—the congressional committees, public officials, advocacy
and community development organizations, and industry groups related
to housing and urban development issues—see PD&R as less relevant and
useful than it was in the past. As a result, the work of PD&R is not achiev-
ing its potential to contribute in a significant way to the ongoing internal
and external discourses over the evolution of HUD programs and broader
urban development policy.

The erosion in budget and staffing generates a negative feedback effect
(portrayed as the dashed line in Figure 10-1). Cuts in funding and reduc-
tions in staffing make it harder for PD&R to produce high-quality research
and timely policy development. As Congress then finds PD&R less helpful
in addressing policy questions, it gradually looks less frequently to PD&R
and becomes less likely to commit substantial financial or human resources
to the office. Because other potential constituents and users of PD&R’s data
sets and research products perceive these to be comparatively less power-
ful and more difficult to access, they are less likely to press Congress for a
maintenance (let alone expansion) of PD&R’s capacity.

In sum, PD&R has for some time been enmeshed in a reinforcing
downward spiral (as portrayed in Figure 10-1). This process (1) erodes the
financial and human resources of PD&R while simultaneously diffusing and
expanding its activities; (2) weakens multiple dimensions of performance
in PD&R’s core activities; thereby (3) leads to the perception by internal
and external stakeholders that PD&R’s output is less useful; and (4) under-
mines internal and external support for maintaining PD&R’s capacity and
encouraging further diffusion of responsibilities.
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CONSEQUENCES

The downward spiral in which PD&R finds itself comes with signifi-
cant consequences in at least three major dimensions. The first is a series
of missed opportunities to improve the efficiency and equity of the current
array of HUD programs and thereby directly serve the interest of U.S.
taxpayers. The second is a restricted ability of many constituencies outside
of HUD to conduct important research in housing and urban development
that ultimately could improve the well-being of many people living, work-
ing, and investing in metropolitan areas. The third is a substantial failure
to inform the discourse on crucial emerging challenges to urban areas that
clearly will affect the quality of life for the vast majority of Americans.

Missed Opportunities to Improve Programs

The committee was charged to assess how well the current research
program is aligned with HUD’s mission, goals, and objectives. The commit-
tee concludes that the downward spiral of PD&R’s capacity has produced
and will increasingly produce a misalignment in this regard. Chapter 3
describes several instances where the diminished capacity of PD&R resulted
in missed opportunities to conduct rigorous, cutting-edge evaluations of
important HUD programs. These included investigations of the community
benefits provided by the Empowerment Zone Program and the impacts
of public housing or project-based Section 8 developments on residents.
Without such evaluations, the public cannot be certain that these and
other programs are being designed and operated in the most efficient and
equitable fashion feasible.

Missed Research and Data

The committee was charged to assess the allocation of resources to data
development. The committee concludes that the scope and usefulness of
public-use data sets, particularly AHS, have been systematically eroded by
the process described in this chapter. Moreover, potentially valuable admin-
istrative data and data produced by external researchers have either not
been made available for internal or public use or have been made available
only with a long lag, as a result of the same downward spiral. The costs to
potential both external users (private housing industry, community develop-
ment groups, government officials, policy advocates, urban scholars, etc.)
and internal users (the secretary, program offices, policy development staff)
of such data limitations probably far outweigh the budgetary costs of their
provision at appropriate scale and scope.
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Failure to Inform Policy Development

The committee was charged to identify unmet research needs for which
HUD and PD&R could provide unique value or should be active to meet
the nation’s future needs.

The committee concludes that the research agenda-setting process in
PD&R is too insular and has too much of a short-term focus; consequently,
it is unlikely to come to grips with many important realms of emerging
urban challenges. Thus, PD&R will poorly serve the future national interest
if it fails to provide in a timely fashion basic, foundational research on the
topics that in a few years will be at the top of the U.S. urban agenda.

The list of emerging urban challenges that research sponsored by PD&R
has thus far failed to address is long. Below we provide four illustrations,
without suggesting that they are the most important. Rather, the committee
emphasizes that the following are emblematic of numerous challenges now
clearly on the horizon where research by PD&R can contribute to better
policy.

Sustainable Development

PD&R has focused primarily on housing research in the past, but it
also needs to focus on the second half of HUD’s charge—urban develop-
ment and the health of cities. Most of the major emerging challenges, such
as global warming, environmental decay, failing infrastructure, and energy
shortages, will have profound effects for urban areas. If the United States
is to successfully meet these pressing challenges, the country must learn
how to build and manage urban communities in a sustainable way. With
sufficient capacity, PD&R could embark on an intensive and an extensive
research program on what constitutes sustainable urban development. Such
a program might well focus on such issues as land use and urban design,
urban infrastructure, energy efficiency and green building design, and urban
transportation systems and technologies.

Metropolitan Labor Markets and Productivity

PD&R has not systematically investigated the spatial linkages among
urban workplaces and between workplaces and residential areas and
the potential gains in the economic efficiency of cities associated with
rearranging these linkages through policy interventions. Basic research has
documented sizeable efficiency gains from the agglomeration of economic
activity in cities, in neighborhoods, and in regions through urbanization
and specialization of economic activity. Efforts to realize these potential
gains may result in tangible local benefits, as well as increases in regional
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and national output. Success would have wide-ranging implications. For
example, deeper understandings of the relations between suburban and
central city workplace concentrations could provide a framework for more
cooperative regional governance and improve the ability to alleviate concen-
trated urban poverty, while successful formulas for achieving agglomeration
could allow for proactive design of transportation systems. These issues
related to emerging metropolitan labor market linkages and productivity
could be systematically explored in PD&R-supported research.

Fiscal Systems

Through most of the postwar period, the older cities of the Northeast
and Midwest became less attractive places to live in comparison with
nearby suburban areas. Strengthening the central cities has been a goal of
federal urban policy since the National Housing Act of 1949, but transfers
from the federal and state governments, though increasing, were not suf-
ficient to address urban fiscal problems or stem population declines. During
the 1990s, however, a number of cities introduced competition into the pro-
vision of municipal public services, ranging from such mundane matters as
trash collection and pothole repair, to such back-office functions as record-
keeping and the maintenance of city-owned vehicles. Some of these cities
have been able to reduce municipal outlays and taxes in the process. This
fiscal and service improvement coincided with an influx of immigrants to
the older cities in the Northeast and Midwest. This experience suggests a
possible future for cities as communities of choice for the new immigrants
as their economic circumstances improve. A research agenda to investi-
gate systematically the possibilities and limitations of further competition
in municipal public service provision could promote the development of
new strategies for strengthening the cities and achieving a long-established
national goal of urban policy. This could be an extension of PD&R’s past
agenda to provide technical assistance to local governments, dating back
to the 1970s.

Predatory Lending

The surge in private lending to previously underserved groups with
new and highly complex mortgage instruments has contributed to large
numbers of mortgage foreclosures. PD&R is an obvious group to con-
tinue to play an integral part of the government’s efforts in combating
unfair and predatory lending. Although the 2008 Housing and Economy
Recovery Act creates a new regulator for the GSEs that assumes HUD’s
responsibility for mission regulation, HUD remains the only federal agency
with a broad and primary focus on housing. PD&R could continue work
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on overall housing markets that would be relevant to the regulation of
the GSEs and other issues.

CONCLUSION

PD&R’s past shortcomings and missed opportunities are symptomatic
of a self-reinforcing structural process that has been systematically eroding
the capacity of PD&R. If left unchecked, this process will increasingly limit
PD&R’s ability to carry out high-quality research, evaluation, data collec-
tion, and dissemination activities. Such a development would poorly serve
the public interest generally and the hundreds of millions of people living,
working, and investing in metropolitan areas.

Despite the systematic erosion that has occurred, there remains a nucleus
of highly qualified and dedicated staff in the office who could provide a
strong foundation for revitalizing PD&R. In Chapter 11 the committee
presents its vision of a future PD&R and offers a set of recommendations
directed to PD&R, the secretary, and Congress for moving forward.
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Vision for the Future: Recommendations

Urban society has changed radically over the past 40 years and today’s
cities look and function quite differently than they did when HUD was
established in 1965. The demographic make-up of urban residents, as well
as the location and nature of employment opportunities available to them,
are just some of the changes that generate urban challenges with important
implications for equity, access to opportunity, and the vitality and sustain-
ability of urban communities.

The types of programs overseen by HUD and the operational and
policy challenges facing the agency have also changed dramatically over
the past 40 years. Public housing and government housing construction
programs have been largely replaced by housing demand subsidies, while
federal urban renewal programs have been completely replaced by locally
sponsored development projects financed by a partnership between federal
and local agencies. Similarly, today’s housing finance system looks very dif-
ferent than it did 40 years ago, when most home purchases were financed
by local savings and loans or other thrift institutions through over-the-
counter passbook savings accounts. In 1965 there was no federal regulation
of the real estate settlement process, and no federal construction standards
for manufactured housing.

These changes could not have been foreseen when PD&R was created,
and they certainly affect the nature of housing and urban development
research required for the development of policy in the future. For example,
in light of the current subprime mortgage crisis, PD&R clearly could play
expand its important work on subprime mortgages and predatory lending
practices in order to continue to inform the policy development process as
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modifications in housing finance practice are being proposed. Responding
to these and other challenges will require a much stronger and broadly
based research capacity in PD&R. Attention will need to be paid both to
exploring more comprehensive and sustainable models in planning and
construction as well as the potential for new market-based approaches to
urban development. In this chapter the committee offers its vision for what
PD&R should become in the future.

VISION FOR TOMORROW’S PD&R

The analysis in this volume of HUD’s research capacity and the research
program has found much to praise within the confines of a very small staff
that is charged with policy development and research in support of public
expenditures of about $37 billion a year. As documented in this volume,
the research program has produced excellent work over a long period of
time and has served the nation well. The committee concludes, however,
that the public interest would be better served with a broader mandate for
PD&R. The office needs additional financial and intellectual resources to
allow it to continue and expand its current role in analyzing existing and
proposed HUD programs, and it also needs resources to play a larger role
in the national research community on a wide variety of housing and urban
development policy issues. Although additional resources are necessary for
PD&R to realize its full potential, some aspects of an expanded role for
PD&R can be achieved without significant new resources.

The committee envisions PD&R as a leader along two dimensions:
(1) informing and improving public understanding of HUD programs
through research and analysis, and (2) shaping the focus of the national
research community in the social, engineering, and environmental sciences
on both housing and urban development. By this prescription, the com-
mittee envisions PD&R as moving beyond the role of supporting HUD’s
existing housing programs to become a leading institution for seeking
solutions to the nation’s housing and urban development problems and
for meeting society’s future needs in these areas.

PRAGMATIC ROLE

The efforts of PD&R serve several functions. One role is the evaluation
and assessment of existing policies and programs. Program evaluation helps
to establish the facts about an issue and create the context for analyzing
whether a specific program should be modified to improve performance.
The result is a set of more effective policies and programs based on the
analysis and review of program performance. A second function for the
Office is policy analysis and development—the creative process by which
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problems are defined, policy alternatives are considered, and new policies
are conceived and implemented. Through this function, the office can foster
creativity and innovation throughout the department in addressing hous-
ing and urban development. Finally, a third role is to continually promote
basic research in all its primary areas of focus. This research is the vehicle
of discovery that serves as the foundation for innovation and advancement:
Basic research can sharpen the problem definition for policy analysis and
can lead to better methods to enhance the analytical power of program
evaluations.

PD&R can fulfill these functions across the range of topics and issues
that fall under the department’s purview. These activities include two dis-
tinct mandates: housing research and urban development research. PD&R’s
future role is likely to be different between these two areas, as it has been
to date, because HUD’s role is different. Housing programs constitute over
80 percent of HUD’s annual budget and will continue to claim a large share
for many years into the future. These are federal programs, designed at the
federal level, in response to national priorities. PD&R has and will continue
to have a major role in evaluating these programs and developing and ana-
lyzing possible new policies and programs. Urban development programs
are and have been quite different. The creation of PD&R coincided with a
major policy shift from categorical programs, intended to promote urban
development in specified dimensions, to block grants to local and state
governments, for the purpose of funding local initiatives. PD&R’s urban
development research has been much less focused on the specific actions of
local governments and much more on basic issues of program design, such
as block grant formulas, and on broad trends in urban phenomena. The
future PD&R can build on this history.

Although it is convenient to discuss housing and urban development
research separately, it is worth emphasizing that successful execution of
PD&R’s mission will often involve work at the interfaces of these com-
ponents to provide a consistent, synergistic, and balanced portfolio of
activity.

Housing Research

The department’s largest and most significant mandates and programs
focus on housing. Thus, PD&R needs the on-going capacity to support
policy analysis and development, as well as program evaluation, for the
major public expenditures that are the responsibility of the agency. The
office needs to be capable of innovative policy research that includes spatial,
social, economic, and financial analysis, and be able to conduct this research
on a continuing basis. The day-to-day operation of major programs, such as
vouchers and public housing, can clearly benefit from constant monitoring,
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observation, and analysis. For one example, HUD allows individual juris-
dictions to amend rules and practices in administering the voucher program.
This variation provides “natural experiments” that allows researchers to
investigate whether variations in specific program features result in better
outcomes, improved administration, or reduced administrative costs. This
knowledge can generate benefits far beyond those accruing to the agency of
the state or local government that is initially awarded the variance.

Periodic or irregular reviews of the most expensive programs are impor-
tant but not sufficient for a vital PD&R. Important policy issues can arise
in relatively small programs. PD&R should be in a position to analyze and
evaluate all of HUD’s programs. The committee has identified a number of
programs that have received no research attention for a number of years,
including programs that have been the subject of congressional hearings.
Further, this work should not be limited to existing federal programs. Initia-
tives at state and local levels can be the source of new ideas and successful
strategies for addressing national problems. Smaller demonstration projects
can be extremely valuable in serving as the basis for larger subsequent
policy initiatives. And these demonstrations need not be small. Indeed,
the current voucher program emerged from a series of both small-scale
and very large-scale, policy experiments. However, such demonstrations
will only effectively serve this purpose if they receive adequate attention
in evaluation.

The same research attention should be given to HUD’s regulatory
responsibilities. Elsewhere in the report, the committee has documented
valuable research on meeting the affordable housing goals established for
the government sponsored enterprises (GSEs), on standards for disclosure
of settlement charges in housing transactions, and on construction and
safety standards for manufactured housing. These are important issues in
U.S. housing policy, often with far-reaching effects on the economy. HUD
continues to have major regulatory authority over real estate settlement
practices and manufactured housing standards (in the case of the GSEs,
its authority is being transferred to a new regulator), and it is important
that PD&R be able to support the regulatory activities and evaluate their
outcomes.

The committee’s vision of PD&R extends to areas well beyond HUD’s
current programs. PD&R has sponsored important research on predatory
lending, although HUD’s authority is limited to FHA-insured mortgages.
This area becomes more important as policy makers consider substantial
changes in the housing finance system in response to the subprime mort-
gage problem. In a similar manner, while the technology of housing does
not directly relate to many of HUD’s current programs, technology directly
affects housing construction and affordability, and people’s living standards
and styles. It seems likely that analysis of future HUD programs will not be
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limited to questions of economics and social policy, but will be intertwined
with technical questions of safety, disaster risk, and building performance.

Urban Development Research

In part, HUD was born because of the urban unrest in America dur-
ing the 1960s, which was marked by crises in race relations, concentrated
poverty, and disinvestment in urban centers. Since then, there has been fur-
ther decline in some old-line industrial cities, together with the rise of new,
spatially dispersed cities. As mentioned above, HUD’s urban development
programs are not designed or intended to set national policies, but PD&R
can do important and relevant work.

As one important example, HUD oversees the large Community Devel-
opment Block Grant (CDBG) Program, which supports locally designed
actions for the economic and social development of disadvantaged neigh-
borhoods and their residents. A major reason for substituting federal fund-
ing of programs initiated by local governments for direct programs imposed
by the federal government was the presumption that local and state govern-
ments were able to design and execute programs better adapted to local
circumstances. In the intervening years, states and localities have used many
different strategies for using CDBG funds. With more comprehensive pro-
gram evaluation, much more could be done to document and learn from the
successes and failures of local governments in these varied uses of CDBG
funds and urban investments. In particular, hard-headed research on what
“worked” and what “failed” in particular circumstances could greatly
increase the efficiency of the CDBG Program at the national level.

A decade of resources devoted to enterprise zones and empowerment
zones has seen a variety of choices made by local governments using fed-
eral funds in the local development process. Yet little is currently avail-
able to evaluate these choices and to learn from the experiences. This is a
missed opportunity. The diffusion of successful applications of CDBG or
empowerment and enterprise funding will require considerable attention to
dissemination and outreach activities. The committee envisions PD&R at
the center of efforts to disseminate information and ideas about how local
governments can best use federal programs in their local interests. There is
little evidence that HUD or PD&R currently embraces this function.

Many other activities also fall under the umbrella of urban develop-
ment. Basic research on the nature of urban space can help to improve the
effectiveness of local economic development policies, by allowing for designs
that better address the linkages between a neighborhood and its surround-
ings. Economic policies are not independent of the analysis of the technical
considerations of urban transportation systems and the alternatives for mov-
ing people and freight. Applied research can further understanding of the
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mechanisms and circumstances by which racial and economic separation and
discrimination continues to limit economic and social interaction.

More broadly, with mounting concerns about global climate change as
well as the impact of man on the environment, it is possible that HUD will
also be increasingly asked to pay attention to issues of sustainable urban
development. The effective use of “smart growth” planning principles that
yield high-density, mixed-use, mixed-income communities will need to be
explored. And the potential for new planning approaches—such as those
that minimize the need for automobile transportation and extensive infra-
structure development while at the same time providing socially and eco-
nomically integrated family-oriented communities—will need to be better
understood.

Both research functions, housing research and urban development
research, embrace a large component of social science and economic anal-
ysis. And these research functions require, and are informed by, techni-
cal research and technology research. The committee concludes that it is
important to integrate technological research activities into both housing
and urban development.

For housing and urban infrastructure, technology research is the trans-
lation of the principles of the physical and biological sciences toward
practical goals of process or product. The process could be designing pro-
cedures or a construction technique, and products could be new materials
or combinations of materials to achieve a specific purpose. Research often
begins close to basic science principles and progresses to development tasks
to achieve a product for commercialization. The later stages of product
development are best left to private entities. PD&R should not engage in
product development, or demonstrations that showcase particular com-
mercial products. But PD&R can play a central role in guiding technology
research and regulation of buildings and on emerging issues in engineering
and design, such as energy utilization, construction methods, and building
materials. The office can encourage development of basic knowledge and
provide leadership in analyzing the impact of generic designs and innova-
tions on building codes, regulations, life safety and affordability; efficient
engineering and economic choices between up-front capital investment
and life-cycle energy costs; and the spatial pattern of capital investment in
urban areas, with a particular focus on linkages between transportation
and housing investments. For example, university-based engineers have
studied the impact of hurricanes and earthquakes on homes that enable
others to improve house design and construction. This research has intrin-
sic value in its own right, but it also provides knowledge that PD&R can
contribute to HUD policy development. An important role for PD&R can
be to facilitate work by these communities in searching for solutions that
benefit both housing and urban development. An equally important role
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for PD&R is to be a focal point for dissemination of technical innovation
and knowledge about new technologies to everyone involved in housing
and urban development.

CATALYTIC ROLE

In addition to supporting programmatic functions of the department,
PD&R can also take the lead in fostering, stimulating, and leading the body
of policy-relevant social science and technology research conducted outside
of HUD on issues of housing and urban development. The research office
of a cabinet-level department devoted to housing and urban development
is the natural focal point for initiating wide-ranging collaborative research
with private industry, university centers, and nonprofit organizations.

This leadership role can be executed in many ways. For example, a uni-
versity grants program of modest proportions, in which awards were made
by a committee of university and HUD officials, could stimulate relevant
research using HUD data at very low cost. PD&R’s research cadre, focusing
on programmatic issues to date, is a possible model. Focused and regular
conferences on technological or engineering issues, sponsored by HUD
and held in Washington, could inform both federal and local leaders about
technical work of potential practical value to both. A regular program of
short-term appointments to PD&R by academic or nonprofit leaders could
also define a leadership role for HUD in this larger community. Better use
of on-line computer technology could place HUD at the center of a national
discussion on future directions for urban America. Seamless availability of
HUD data sets, administrative data as well as survey data, could greatly
stimulate research undertaken outside of HUD and PD&R.

Development of closer linkages to research talent in the country would
likely yield a high payoff in understanding urban areas and in designing
housing and urban policy. A goal of these linkages is the development of
more holistic research. In this sense, the committee is mindful of the vision
of Jane Jacobs, who saw that the value of urbanization lay in opportunities
for interpersonal engagements and the productive intellectual spillovers that
result from them.

The committee recognizes that a great many important urban issues
are not solely in HUD’s purview. Sustainable urban development necessar-
ily involves the U.S. Departments of Energy and Transportation and the
Environmental Protection Agency, as well as HUD. The problems of urban
governance, such as the provision of public safety and quality education,
concern HUD, the Department of Education and the Department of Justice.
The development of a stronger housing finance system will be primarily
the responsibility of the Treasury Department and the financial regulators;
HUD’s role will be important but subsidiary.
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Nevertheless, while other federal departments and agencies are con-
cerned with specific urban issues, PD&R is in a unique position to provide
professional leadership in developing integrated research on the social,
economic, and technical problems facing housing and cities. Without an
integrated approach, policy can result in fractured approaches to these
urban problems, achieving at best partial success. Indeed, the problems of
today’s urban communities require a comprehensive combination of eco-
nomic, medical, social, ecological, and technological expertise.

There is precedent for this type of integrative approach and for a HUD
leadership role. The Smart Growth Office of the Environmental Protection
Agency, which was initially funded in part by HUD, has emerged as the
leader in defining and crafting the broad federal response to identifying
new ways to facilitate more compact cities and to improve the quality of
life of urban residents. Other examples of offices conducting policy-relevant
research in other cabinet departments include the Agency for Health Care
Research and Quality and the Office of Research, Development, and Infor-
mation in the Department of Health and Human Services (HHS). HUD
and PD&R should consider these and other relevant examples as potential
models in the exercise of leadership in defining policy-relevant research and
in encouraging high-quality urban research.

PD&R cannot reasonably expect to lead all of the needed initiatives.
The challenges of urban America are sufficiently broad that no one depart-
ment will be able to direct effective responses to all of them. However, in
those cases in which PD&R is not the leader of the initiative, it is essential
that the office have a “place at the table” to offer input in shaping the
agenda for research on housing and on urban development.

ORGANIZATION

Since its inception, PD&R has exercised responsibility for both policy
development and research and has also played a significant though not pre-
dominant role in determining the level and distribution of the annual HUD
budget. These activities are interconnected. Policy development and research
are clearly synergistic. Programmatic evaluations may yield anomalous
results that, in turn, can stimulate research, and the results of that research
can improve policy. For one example, program evaluation research seemed
to suggest that voucher recipients had lower exit rates from unemployment
in metropolitan areas with many housing authorities. Rigorous research
subsequently established that, because vouchers were not portable across
housing authorities, recipients were less likely to accept jobs entailing relo-
cation to another part of a metropolitan area and into the jurisdiction of
a different housing authority. This led to demonstrations of administrative
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cooperation among several housing authorities and ultimately to a system
of geographically portable housing vouchers.

The policy development and research functions are also synergistic with
budgetary responsibilities. The appropriate budget for existing programs
may depend on small changes that can be affected by careful policy devel-
opment. Choices about budget allocation across programs and program
offices may often depend on forecasts and circumstances derived from
scientific or financial research. For these reasons, the research, policy devel-
opment, and some budget functions have been combined at HUD. In this
respect, HUD’s organizational structure is similar to that in other cabinet
agencies, for example, HHS.

It is nevertheless true that PD&R plays a less central role in the devel-
opment of HUD’s budgetary and legislative proposals than does the analo-
gous agency in HHS, the Office of the Assistant Secretary of Planning and
Evaluation (OASPE). There has been a long tradition in HHS of close
collaboration between OASPE and the Office of the Assistant Secretary for
Management and Budget (OASMB) in the budget process—with OASMB
leading the development of the department’s annual budget proposals with
input from OASPE, and OASPE leading the development of accompany-
ing legislative proposals. Policy research, analysis, and program evaluation
have played an integral part in the design of new legislative proposals and
in the decision to contract, expand, or modify existing programs.

In any agency, the successful combination of these functions depends on
a clear delineation of the distinct roles of research and policy development.
Research must ensure scientific rigor and adhere to the highest standards
of objectivity and accuracy. The environment for research must facilitate—
indeed require—dispassionate inquiry. Policy development can draw on
the findings of this research to craft proposals and programs consistent
with the direction of the administration and Congress. Yet the production
of “research” has to be distinct from the production of “policy briefs.” Of
course, this does not mean that research should not be used in support of
current policies. And there is no reason that research results should not be
used “to improve current policies.” But the standard for research is scien-
tific rigor, and the organizational incentives should facilitate and reward
dispassionate analysis.

The discussion in this chapter reinforces the importance of dissemi-
nation in improving housing and urban development in America. Dis-
semination includes publicizing better organization and operation to
professionals in local government. Dissemination includes providing
better information about public choices and options to public leaders—
city managers and mayors—to improve decision making about housing
and urban development. Dissemination also includes regular communica-
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tions with engineers, scientists, and academics about housing and urban
development.

The effectiveness of PD&R could be improved significantly in two
important ways: to emphasize research and policy development activities
in support of urban development, complementing its work on housing; and
to provide much more attention to dissemination through regular outreach
activities and through the development of an “extension service” that
would “translate” research results into an applied form and then extend
that applied knowledge to urban stakeholders.

One other significant organizational change is suggested by our analy-
sis. Currently PD&R administers a variety of programs that are valuable
neither in policy development nor research. The current organization has
two disadvantages. First, the budget and staffing of PD&R are misleading.
Due to the size of these other programs, PD&R devotes far fewer resources
to policy development and research than its budget would suggest. Second,
the importance of these activities has somewhat “delegitimized” the research
and policy development outputs of the office.

RECOMMENDATIONS

The committee presents here its full set of recommendations. Major
recommendations are numbered consecutively. Other recommendations are
numbered according to the chapter in which they appeared.

Major Recommendation 1: PD&R should regularly conduct rigorous evalu-
ations of all HUD’s major programs.

Major Recommendation 2: PD&R should actively engage with policy
makers, practitioners, urban leaders, and scholars to frame and implement
a forward-looking research agenda that includes both housing and an
expanded focus on sustainable urban development.

Major Recommendation 3: PD&R should treat the development of the in-
house research agenda more systematically and on a par with the external
research agenda.

Major Recommendation 4: Formalizing what has been an informal practice
over most administrations, the secretary should give PD&R’s independent,
research-based expertise a formal role in HUD’s processes for preparing and
reviewing budgets, legislative proposals, and regulations.

Major Recommendation 5: PD&R should strengthen its surveys and admin-
istrative data sets and make them all publicly available on a set schedule.
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Major Recommendation 6: PD&R should develop a strategically focused,
aggressive communication plan to more effectively disseminate its data,
research, and policy development products to policy makers, advocates,
practitioners, and other researchers.

Major Recommendation 7: In order to effectively implement the above six
recommendations, the secretary should refocus PD&R’s responsibilities on
its core mission of policy development, research, and data collection.

Perhaps most critically, the committee concludes that the current level
of funding for PD&R is inadequate. Although the committee was directed
not to offer budget recommendations, it is evident to the committee that
many of PD&R’s problems stem from the erosion of its budget, and that
the office cannot accomplish the recommendations presented here without
resources for additional well-trained research staff, data collection, and
external research.

In addition to these major recommendations, the committee also makes
a number of more detailed recommendations largely intended to facilitate
and expand upon the major recommendations.

Recommendation 3-1: Congress and the secretary should assign PD&R
responsibility for conducting rigorous, independent evaluations of all major
programs and demonstrations and should ensure that the necessary data
collection protocols and controls are built into the early stages of program
implementation.

Recommendation 3-2: Congress should allocate a small fraction of HUD
program appropriations to support rigorous evaluations designed and con-
ducted by PD&R.

Recommendation 3-3: PD&R should design and fund more ambitious,
large-scale studies that answer fundamental questions about housing and
mortgage markets and about the impact and effectiveness of alternative
programs and strategies. As part of this effort, PD&R should launch at least
two new large-scale studies annually, partnering with other federal agencies
and philanthropic foundations when appropriate.

Recommendation 3-4: PD&R should ensure that its research reports adhere
to established research standards before the research begins and greater
accuracy and precision by everyone who participates in the writing, review-
ing, and editing of its reports.
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Recommendation 3-5: When PD&R designs intermediate-scale studies that
do not involve large-scale data collection from a statistically representative
sample of agencies or individuals, it should make more effective use of
administrative data and limit its use of small (nonrepresentative) samples
of site visits and interviews.

Recommendation 3-6: PD&R should conduct more small grant compe-
titions that invite new research ideas and methods and should increase
funding to support emerging housing and urban scholars in the form of
dissertation and postdoctoral grants.

Recommendation 4-1: PD&R should expand its direct involvement in hous-
ing and urban development technology research.

Recommendation 4-2: PD&R should provide small research grant competi-
tions, perhaps in partnership with the National Science Foundation, that
focus on basic and enabling research in technology and maintain a distance
from implicit product endorsement or demonstration. Grants or contracts
should be awarded in an open competitive process in which proposals are
evaluated and priorities set through an independent expert panel.

Recommendation 4-3: As HUD programs develop to address new emerging
problems—such as sustainable housing or sustainable urban development—
PD&R should adopt a systems approach that brings together in-house
social science and technology expertise to guide and implement such pro-
grams; technology research should support HUD policy development.

Recommendation 4-4: PD&R should partner with other federal agencies
and philanthropic foundations to fund major studies of significance in
technology.

Recommendation 5-1: PD&R should develop a formal process for setting
the in-house research agenda with clear priorities and timelines for project
delivery. As priorities shift during the year, changes in delivery dates should
be formally noted.

Recommendation 5-2: PD&R should develop a more explicit relationship
between the in-house and external research agendas. Not following up
internally conducted baseline studies with formal external studies of the
systematic impacts of policy change risks wasting internal resources.

Recommendation 5-3: PD&R should encourage and assign staff to attend
selected conferences on a regular basis, to help staff stay up to date on
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evolving research and methods, find out about promising scholars, gain
insight on emerging policy questions, and generate fresh ideas about poten-
tial research that HUD should be conducting.

Recommendation 5-4: The assistant secretary of PD&R should provide
incentives to professional research staff to publish their work.

Recommendation 6-1: The loss of staff capacity in offices and divisions that
specialize in policy development should be reversed.

Recommendation 6-2: The appointment of a deputy assistant secretary for
policy development should be routinely given a high priority.

Recommendation 7-1: The number of metropolitan areas in the AHS, the
frequency with which they are surveyed, and the sizes of the sample in each
area should be increased substantially.

Recommendation 7-2: PD&R should modify the AHS to increase its use-
fulness for program evaluation and policy development. Administrative
data should be used to identify the combination of programs that provide
assistance on behalf of each household, and the sample of households
receiving housing assistance should be greatly increased. PD&R should also
increase the use of topical modules in the AHS, funded in part by external
sources.

Recommendation 7-3: PD&R should establish an ad hoc committee to
thoroughly review the content and other aspects of the AHS.

Recommendation 7-4: Ensuring that the Residential Finance Survey is con-
ducted in 2011 should be a high priority.

Recommendation 7-5: PD&R should assign a high priority to the produc-
tion of an up-to-date Picture of Subsidized Households.

Recommendation 7-6: PD&R should produce a public-use version of HUD’s
administrative data sets that provide information on the characteristics of
HUD-assisted households, and it should develop procedures for providing
access to a restricted-use version of the data set that contains more detailed
information about household location to any reputable researcher.

Recommendation 7-7: PD&R contracts for studies that involve the collec-
tion of data of interest to many researchers should contain a restricted-use
version of the data set that would be available to any reputable researcher
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and a public-use version when at least one important research use of the
data set does not require information on the location of the household at
a low level of geography.

Recommendation 7-8: PD&R should use its Customer Satisfaction Survey
to collect information on the housing and neighborhood conditions right
before and after receipt of housing assistance for a random sample of new
recipients to assess the effects of housing assistance.

Recommendation 8-1: PD&R should modernize the HUD USER website.

Recommendation 8-2: The HUD USER website should be made more user-
friendly, enabling users to locate HUD publications and data sets more
easily. It should be possible to identify publications by author and subject
(including individual HUD programs) more easily.

Recommendation 8-3: The bibliography available on HUD USER should
allow users to search by author, discipline, and publication.

Recommendation 8-4: Both internal and external research reports should
be brought to the attention of interested readers more aggressively, with
more accessible summaries.
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