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CHAPTER I. INTRODUCTION

Background Information

The Cranston-Gonzalez Affordable Housing Act

In November of 1990, Congress passed the National
Affordable Housing Act. The Act declares that the objective
of national housing policy is to "reaffirm the long-
established national commitment to decent, safe, and sanitary
housing for every American by strengthening a nationwide
partnership of public and private institutions..."(Public Law
101-625, p.4220). Consistent with current welfare reform
efforts, Section 554 of the statute authorized the
implementation of the Family Self-Sufficiency Program (FSS) to
be administered through the Section 8 Program. Family Self-
Sufficiency is an effort to coordinate housing assistance with
other public and private resources in order to assist low
income families in making a transition from public assistance
to economic independence. Families may benefit from a variety
of supportive services as necessary for the transition to

self-sufficiency.

Statement of Purpose

In the past, research analyzing the effectiveness of
social programs have, for the most part, placed emphasis on
program participants, their attitudes and behavior. This

study, however, will analyze the FSS program from an
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administrative perspective. The study postulates that
administrative approaches can be a major factor in both the
success and failure of the FSS program. Thus, the focus of
this research will be to examine the administrative
activities, procedures, and structure of selected
organizations which operate local FSS programs. However,
whenever possible, data on client demographics and the local
economic environment will be collected in order to gain
insight into the external factors which may influence the
performance of the program. Because FSS is now mandatory for
PHAs receiving new funding, a study which will observe the
experiences of members of the program task force may be
beneficial to those housing authorities that will be required

to implement a local FSS program.

Research Design
In general, the goal of program evaluation is to

determine what works best. Although this thesis will not be
an evaluation of the Family Self-Sufficiency program, it will
attempt to identify success and problem areas in FSS program
administration by using a case study approach. Case studies,
when used as research tools may increase one's awareness of
individual, organizational, social, and political phenomena.
The case study has commonly been utilized in the fields of

psychology, sociology, political science and planning (Yin,



1989).

This research will be an exploratory analysis of the
program designs and operations of the first four demonstration
projects of Family Self-Sufficiency in the state of Iowa. 1In
order to understand the complete implementation process, a
list of pre-implementation activities, i.e., local needs
assessments and outreach efforts will be compiled as well. 1In
addition, any program evaluations that are available will be
examined since they will provide information describing the

local program's performance.

Methodology

The scope of this research is limited to FSS programs
operating in selected Iowa cities and administered by public
housing authorities. Although these cities may operate under
different local conditions, they are all subject to the same
State and Federal laws which may affect the administration of
the FSS program (i.e., termination and eviction procedures).

An informal telephone interview was conducted with
several members of the program task force in four Iowa cities.
Interviews were conducted by telephone for the following
reasons: respondents are located in different geographic
areas; it would take less time to receive the data and
therefore record findings; in order to minimize costs (travel

expenses); and because administrators are likely to avoid
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additional paperwork, and may therefore fail to offer a timely
response.

An intensive interviewing technique was utilized in order
to access as much information as possible during the interview
session. Items were open-ended so that the respondents would
have the opportunity to elaborate on their responses. Open-
ended questions also permitted the use of follow-up questions
when necessary. Task Force members were asked for information
describing the organizational structure, program design,
operation and implementation, and evaluation (including client
demographic information when available) of their programs.
This was an effort to draw upon their experiences as members
of the task force and document what they reported as
problematic or successful strategies in implementing and
operating a self sufficiency program. With the consent of
interviewees, all interviews were audio recorded and later
referenced for accuracy in reporting direct quotes.

The survey questionnaire for the task force consisted of
30 items which were grouped into the following categories:
Implementation, Organization, Operation/Program Design,
Evaluation, and Personal Critique of Program. The majority of
the questionnaire items requested factual information, with
the exception of those listed in the personal critique section

(see Appendix).
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A city, which has a Sec. 8 housing program but does
not currently operate a Family Self-Sufficiency program was
selected as a target. 1In the target city, selected
demographic information on current Sec. 8 participants was
gathered and an inventory of existing agencies and
institutions which may provide support to an FSS program in
that city was conducted. Lastly, a list of elements and
issues which may be key to a local FSS program was compiled.
The overall objective of the study was to develop a set of
criteria which may serve as a model for future programs. All
conclusions or recommendations drawn from the results of this
investigation were based on the testimony of Family Self-

Sufficiency task force members.

Organization of Thesis

The body of this thesis consists of five chapters that
are dedicated to issues related to the national housing
problem in this country. Chapter II defines the housing
crisis and discusses legislative measures taken to alleviate
some of its symptoms. Chapter III examines the country's
unemployment situation and its relationship to the housing
crisis. A review of major employment and training programs
which have attempted to address the needs of low-income
individuals and families is presented in Chapter IV. The

chapter will also describe the evolution and guidelines of the
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Family Self-Sufficiency Program. Chapter V presents an
analysis of the results of the exploratory study of the
administration of four local FSS programs in Iowa. Chapter VI
describes the implications of this research for a specific
city in Iowa which plans to implement the FSS program in the
future. Conclusions and recommendations for further study are

reserved for Chapter VII.



7
CHAPTER II. THE HOUS;‘[NG CRISIS
This chapter will define the national housing crisis,
which affects all Americans, but has the harshest impact on
those living in poverty. It also reviews past housing policy,
aimed at alleviating the conditions of the crisis. This will
provide insight into what has led us to the Sec. 8 program

which is the host of the Family Self-Sufficiency Program.

Shortage of Affordable Housing

For the past 60 years, the United States has experienced
a housing crisis. Over time, this crisis has plagued the
nation with substandard dwelling units, rising rents,
overcrowded living conditions, a decreasing supply of
affordable rental units, abandoned units, high interest rates,
foreclosures, and a situation where workers have found
themselves ineligible for housing assistance and unable to
afford the high cost of housing. Today, millions of people
are unable to afford a decent place to live. The National
Coalition for the Homeless estimates that, on any given night,
there are 3 million or more persons who are without housing
(Taeuber and Siegel, 1990).

Despite decades of experiencing a myriad of symptoms, the
federal government did not acknowledge that there was a
housing crisis until November of 1979. At that time, the

General Accounting Office gave a report to Congress that



8
declared a need for immediate attention to a national rental
housing problem. The report announced that:
Millions of Americans cannot afford home ownership
and cannot find affordable rental housing. Immediate
national attention is necessary if an adequate supply
of affordable rental housing is to be available. The
Department of Housing and Urban Development is the
principle Federal agency responsible for providing
assistance for rental housing. The Congress and the
Administration should take steps to mitigate this
nation-wide crisis (U.S. General Accounting Office,
1979, p. 80).
The GAO report cited the following as the characteristics of
the housing crisis: 1) an all-time low vacancy rate of 4.8
percent, March [1979], 2) a reduction in the stock of rental
units available to low-income families due to landlord
abandonment and condominium conversion, 3) a decrease in
production of new rental housing, especially units affordable
to low-income families, 4) the rate of increase in rents has
exceeded that of renter's incomes, increasing their rent
burdens, 5) the rate of increase of operating costs has
exceeded that of rents, 6) an aging housing stock, resulting
in operating costs that account more than 50 percent of
revenue from rents, 7) a sharp increase in the price of
homes and mortgage interest rates.
As the GAO report indicates, the crisis situation is
largely a consequence of a shortage of housing affordable to

low-income households. "Every year about a half a million

units are lost to lower income people because of abandonment,
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conversion, demolition, or the privatization of federally
subsidized housing projects" (National Coalition for the
Homeless, 1987, p.81). At this rate, the future looks bleak
for lower income people, to say the least. In 1983, the
median income for renters was $12,400, up from $6,300 in 1970,
yet between 1974 and 1983 the number of housing units renting
for less than $300 per month fell by almost 1 million
(Zarembka, 1990). In central cities, the median rent rose
from claiming 21 percent of the median income in 1970 to 31
percent by 1983 (Gilderbloom, 1988). The increasing rent
burden made it more difficult for many households to make ends
meet. "In 1980, a family of four with a gross income of
$17,500 could not afford to spend 25 percent of its income on
housing and have enough money left to pay for all its other
needs." (Zarembka, 1990, p.3).

The median monthly housing cost as a percentage of income
for all occupied rental units is 27 percent (U.S. Dept. of
Commerce, 1989, Table 4-20). For those below the poverty
level, this figure rises to 53 percent (U.S. Dept. of
Commerce, 1989, Table 4-13). (For an listing of poverty
thresholds, see Table 2.1.) Nearly 6 million housing units in
this country demand more than 50 percent of their occupants'
monthly income for rent and well over 3 million of those
housing units are occupied by households that live below the

poverty level. The average median monthly income for renters
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paying more than 50 percent of their income for housing is
only $7,243.75 (U.S. Dept. of Commerce, 1989, Table 4-20).

In 1989, the median monthly housing cost for all renters
was. $424 (approx. $5,088/yr) while the median annual income
for renters was $18,151. While this may seem reasonable, the
situation changes drastically when looking at households that
live below the poverty level. The median monthly housing cost
for these households was $281 while their median annual income
was only $5,173 (approx. $447.66 per month) (U.S. Dept. of
Commerce, 1989, Tables 4-12 and 4-13).

In 1985, between two-thirds and three-fourths of the 7.5
to 8.1 million tenant households with incomes below the
poverty line neither lived in public housing nor received any
housing subsidies (Ringham, 1990). According to the American
Housing Survey in 1989, of the 33.2 million renter occupied
units, 4.8 million are subsidized; meaning they are either
public housing projects or housing units with government rent
subsidies (U.S. Dept. of Commerce, 1989, Table 4-19).

The housing crisis has not only impacted unsubsidized
renters, those residing in public housing and participating in
low-rent programs have been hit hard too. 1In fact, in the
late 1960s, the country witnessed the first successful rent
strike in a public housing project. Tenants residing in the
deteriorated Pruitt-Igoe project in St. Louis, Missouri were

paying 60 to 75 percent of their grants for rent (Mandelker,
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1973). In response to this crisis, fhe Brooke Amendment to
the Housing Act of 1969 was passed. This amendment set the
maximum rent to income ratio for those residing in low-rent
projects at 25 percent. This amendment governed all federal
housing assistance programs until after the passage of the
Housing Act of 1974 when the ceiling was raised to 30 percent.

Unfortunately, even today, housing subsidies are not
sufficient to alleviate the burden that the cost of housing
places on many households. The median annual income of
families who reside in units that are federally subsidized is
$7,612 and the median annual income for those residing in
units owned by a public housing authority is $7,362 (U.S.
Dept. of Commerce, 1989, Table 4-20). The median housing
costs for those residing in units owned by public housing
authorities is $181 and $200 per month for those in units with
federal subsidies (U.S. Dept. of Commerce, 1989, Table 4-21).

Renters are not the only ones who have been affected by
the crisis; homeowners have been hurt as well and in many
cases this has exacerbated the problem for renters. Millions
of people in their thirties now find themselves forced to
rent. Twenty yéars ago this same group of people would have
been able to purchase their first homes. The decrease in the
number of families purchasing homes places tremendous pressure
on the rental market. For example, "from 1981 to 1985, only

41.1 percent of new households purchased homes (58.9 were
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renters), a drastic decrease from 72.9 percent from 1976 to
1980" (Zarembka, 1990, p.15). In 1985, 190,000 households
changed from owners to renters and of the households that
moved that year, 125,000 owners and 1.1 million renters said

they moved because they wanted lower housing costs.

Early Housing Policy in the U.S.

The original federal housing program in the United States
dates back to the early 1900s when the government became
engaged in building housing units under the authority of the
U.S. Housing Corporation (USHC). These residential units,
however, were restricted to use by federal employees such as
military personnel and some civilian workers (Fisher, 1959).
In 1918, Congress authorized the USHC to provide:
housing, local transportation, and other general
community utilities for such industrial workers as
are engaged in arsenals and navy yards of the U.S.
and in industries connected with and essential to the
national defense and their families (Fisher, 1959,
pP-77).

These efforts of the government were only temporary as all of

this property was to be sold at fair market value once World

War I was over.

It was only in response to housing crises that the
federal government would engage in some type of intervention.
The next housing activity of the government came in response

to the Great Depression of the 1930s when the federal housing

program was expanded to the general public. It was the first
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time that the government began to promote housing for low-

income families.

National Industrial Recovery Act

On June 16, 1933, the National Industrial Recovery Act
was passed. The Act gave the newly inaugurated President,
Franklin D. Roosevelt the power to create the Federal
Emergency Administration of Public Works (PWA). The creation
of the PWA was the first sign of the expansion of federal low-
rent housing activities. By 1934, through the Housing
Division of the PWA, the government became involved in
directly constructing and financing projects for low-income
families (Fisher, 1959). The PWA Housing Division also saw
the need to "undertake projects to relieve unemployment" as
well as meet the housing needs of the low-income. Within one
year, the PWA became engaged in purchasing land, clearing
slums, and building housing. However, the PWA faced many
challenges, the greatest of which was finding land to purchase
for development. This challenge was enhanced when in 1935,
the courts ruled that the federal government did not have the
right to condemn and secure private land for low-cost housing
(Wright, 1981). This court ruling, commonly known as the
Louisville court decision (U.S. v. Certain Lands in the city
of Louisville et. al. (78 F.(2d) 684), effectively resulted in

ceasing of the PWA's construction efforts as the program was
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suspended. The PWA was left with essentially one alternative,
to acquire vacant land. "Within three and one-half years, the
Housing Division undertook 51 projects in 36 cities within 20
states, the District of Columbia, Puerto Rico, and the Virgin
Islands" (Mitchell, 1985, p.239). Unfortunately, only 27 of
the projects had been completed and they only served the so-
called "deserving poor" or those who were employed and had

moderate incomes. Those who were destitute remained unserved.

United States Housing Act of 1937
The following years were spent in an attempt to overcome
barriers to affordable housing for low-income families
(Weicher, 1980). The realization that permanent federal
intervention in housing may become a reality in the U.S. in
order to alleviate problems like substandard housing became
evident in the Wagner-Steagall bill introduced on February 24,
1937. The bill stated:
Private industry alone has been and now is unable
to overcome the obstacles in the way of relieving
the shortage of decent, safe and sanitary dwellings
for families of low-income, or to prevent the wide-
spread, prolonged and recurring unemployment result-
ing from the persistence of such obstacles, and the
several states and their political subdivisions have
been and now are unable adequately to aid in remedy-
ing this condition without financial
assistance (Fisher, 1959, p.9).
That same year, a permanent public housing program was on its

way as the U.S. Housing Act of 1937 was passed. The Act

became the framework for the country's public housing system.
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The United States Housing Authority (USHA) was created as
a result of the Act and served as the federal agency
responsible for carrying out the provisions of the Act. The
USHA was authorized to oversee funds, approve plans, sites and
costs of public housing construction and demolition of
substandard structures (Mitchell, 1985). The Act required
that all housing units lost due to slum clearance be replaced
with newly constructed units. In order to avoid legal
challenges like the Louisville case, a provision was made that
the federal subsidies were to be paid to state and local
housing agencies (Weicher, 1980). 1In 1936 the Muller case,
New York City Housing Authority v. Muller (1 NE (2d) 153),
effectively overturned the Louisville case when the court held
that local authorities could exercise the power of eminent
domain to acquire public housing sites (Mitchell, 1985).

Although the federal government, through the USHA, loaned
funds and provided overall direction to local housing
authorities (LHAs) who administered the program, the LHAs
maintained control of planning activities and construction of
the public housing projects. The local housing authorities
also had the power to set rents and determine who would live
in public housing (Mitchell, 1985). Unfortunately, the
decentralization of implementation and decision-making proved
to be detrimental. This was primarily due to the fact that

the local housing authorities were run by businessmen, lawyers
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and realtors, those who did not exacﬁly support governmental
housing subsidies for poor people (Hartman, 1975).
Consequentially, a low number of local housing authorities
were being established leaving a number of poor families
outside the public housing system. Ironically, programs
initiated under the 1937 Housing Act were intended to be an
improvement of those administered under the PWA as they were
designed to serve the "very poor" rather than those suffering

temporary impoverishment.

Major Housing Legislation Since 1937

In 1940, an amendment was made to the Housing Act of
1937. This amendment authorized the use of loan and subsidy
provisions promulgated under the Act for defense housing
programs. World War II caused the country to shift to a
wartime economy and great demand was placed on housing for
defense workers. Also in 1940, the Lanham Act was enacted
authorizing the provision of public housing accommodations.
This legislation resulted in the ultimate construction of 1
million housing units (Sternlieb and Listlkin, 1986).

Under the Roosevelt Administration, all federal housing
functions were consolidated under an umbrella organization
which was created when the Housing Act of 1942 passed. This
organization, the National Housing Agency, replaced the United

States Housing Authority as the federal agency responsible for
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executing national housing policy.

The next significant housing law to be passed was the
Housing Act of 1949. This Act established a National Housing
Policy and Goal which would provide for "a decent home...
every American family." The Act declared the importance of
sound housing in America and at the same time proclaimed that
it must come through the private sector. Title III of the Act
provided for an increase in public housing units by
authorizing the construction 800,000 units. Title I
authorized 500 million dollars to go to local housing
authorities for slum clearance programs (Sternlieb and
Listlkin, 1986). However, it appears that the legislation was
speaking with two mouths since it announced that cleared
housing units are no longer required to be replaced by new
ones, (thus decreasing the housing stock available to low-
income households) while at the same time declared a national
goal of a decent home for every American family.

An effort to remedy problems caused by urban renewal was
made with the passage of the Housing Acts of 1954 and 1961.
Programs that encouraged rehabilitation and upgrading of
housing units in urban renewal areas were introduced under the
1954 Act. The Act limited the construction of public housing
to urban renewal areas. Under the Housing Act of 1961, the
Section 221 housing program which was initiated to relieve

households that became displaced as a result of urban renewal
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was expanded to include all low and moderate income families.

The year 1965 marked a period of paradigm change for
public housing policy in the U.S. The Rent Supplement Program
and the Section 23 housing program, both experimental, were
initiated under the 1965 Housing Act. Through these programs,
for the first time in history, privately owned housing units
were subsidized by the federal government to provide housing
for the low-income. These programs were intended to
circumvent the high cost of constructing new buildings to
house low-income péople. The Rent Supplement Program
authorized supplements which would pay the difference between
the Fair Market Rent and a fourth of the tenant's income. The
Section 23 program permitted public housing authorities to
lease private units for low-income households who would pay
rent to the housing authorities. Under Section 23, like the
Rent Supplement Program, tenants would only be responsible for
paying a fourth of their incomes for rent while the public
housing authority would pay the remainder of the rent.
Replacing the National Housing Agency, the Department of
Housing and Urban Development became the new federal agency
charged with the responsibility of carrying out the housing
policy of the country.

The Brooke Amendment to the Housing Act of 1969 made it a
legal right for public housing tenants to pay no more than 25

percent their incomes for rent (In 1981, under the Reagan
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administration, this percentage increased to 30 percent.) By
the early 70's the government sponsored an experimental
housing allowance program which provided participants the
luxury of choosing their own rental units to be subsidized by

the government.

The Section 8 Rental Assistance Program

In 1974, Congress enacted the Housing and Community
Development Act which gave birth to the Section 8 Housing
program (Sec. 8). The Sec. 8 program, the largest government
housing program which provides direct subsidies for privately
owned housing units, has two components: the Existing Rental
Certificate program and the Rental Voucher program. The Sec.
8 Program offers subsidies to developers of newly constructed,
moderately and substantially rehabilitated housing, as well as
those who operate existing housing in an effort to provide low
rent housing to those who qualify for the program.

Individuals and families may be eligible for assistance
under these programs by first qualifying under an income 1limit
which has been established by the Department of Housing and
Urban Development (HUD). Income limits are based on the size
of the family. For example, according to very low income
limits, which is 50 percent of the median income for the area
in which the family resides, a family of three may not have an

annual income in excess of $17,300 (see Table 2.2). Families
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Table 2.2 1992 Income limits for Story County, Iowa

Family Size Lower Income’ Very Low Income®
(in dollars) (in dollars)
1 21,550 13,500
2 24,650 15,400
3 27,700 17,300
4 30,800 19,250
5 33,250 20,800
6 35,750 22,350
7 38,200 23,850
8 40,650 25,400

* represents 50 percent of the median area income
b represents 80 percent of the median area income

without'any source of income are not eligible for
participation in the Sec. 8 program.

If a family or individual falls within the income limit
for its family size, then, at the time of application review
(which may be several weeks after the application has been
submitted since several verification forms must be returned to

the public housing authority), one of three federal
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'preferences' must be met. The first federal preference
states that the applicant is paying more than fifty percent of
his/her monthly income for rent and utilities. The second
federal preference states that the applicant is residing in
substandard housing. Examples of substandard housing include
units lacking hot and cold running water, having communal
bathroom or kitchen facilities, or lacking electricity. The
third federal preference states that the applicant has been
involuntarily displaced. In other words, due to no fault of
his/her own, the applicant is without housing. This,
unfortunately, does not include families who are temporarily
residing with family or friends; they must be living on the
streets or in some type of shelter to meet this preference.
When it has been determined that the applicant qualifies for
assistance, the applicant is then issued a certificate of
participation or a housing voucher depending on the program
for which they are applying. Applicants are given 60 days to
find a rental unit, apartment or single family dwelling.

Through the two rental subsidy programs, the Sec. 8
Certificate and Voucher programs, most participating families
are assured that they will pay only 30 percent (formally 25
percent) of their net income for their housing costs (rent
plus utilities excluding telephone). Public housing
authorities make direct payments to property owners and

tenants have the responsibility of making sure that their
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portion (30 percent of their income) of the rent and utilities
are paid. Unfortunately, there is no concern for whether or
not the tenants' remaining income is sufficient to meet the
family's non-housing needs (Ringham, 1990).

Tenants participating in the voucher program may pay more
than 30 percent of their net income for housing if they choose
to reside in a unit which rents above the voucher payment
standard. In addition to paying their portion of the rent,
they would also be responsible for paying the difference
between the payment standard and the actual rent for that
unit. The amount of the subsidy under this program, or the
amount in payments made by the public housing authority
depends upon the voucher payment standards, which are set by
the Department of Housing and Urban Development (HUD) and are
based on the number of bedrooms required by the tenant.

Tenants having housing certificates, those participating
in the Sec. 8 Existing Certificate program, do not have this
option. They are restricted to units which rent at or below
the fair market rent level and will only pay 30 percent of
their income for housing regardless of the contract rent. The
fair market rent levels, which are also based on the number
bedrooms, are set by HUD and serve as one way to ensure that
Sec. 8 participants receive the same quality of housing as
non-participants. Table 2.3 shows this in relation to Story

County, Iowa. Because the program guarantees decent, safe and
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sanitary housing, rental units that have been selected by
participants are also inspected by the public housing
authority to ensure that the units meet the Housing Quality

Standards also set by HUD.

Table 2.3 Fair market rents in Story County, Iowa - 1992

Bedroom size Rent

0 Bedroom $322.00
1 Bedroom $390.00
2 Bedroom $475.00
3 Bedroom $594.00
4 Bedroom $645.00

Participants of the Sec. 8 Voucher program may choose to
move to a location that is outside the jurisdiction of the
housing authority. Therefore, they are not guided by fair
market rent levels which govern specific geographic areas.
Participants in the Sec. 8 Existing Certificate program also
have the luxury of choosing to move to a location which is
outside the housing authority's jurisdiction, so long as they
remain within the state. However, if this occurs, one of two

things will happen: 1) the public housing authority which
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presides over the area of the tenants' new place of residence
will absorb the participant into its local program or 2) the
former public housing authority will continue serving the
participant by making payments to the new landlord. Usually,
the latter will only occur if the new housing authority is
leased to capacity, or has no housing vouchers or certificates
available to issue the participant.

In a brief examination of the housing crisis, it has been
shown that those who live below the poverty level, often
paying more than half their monthly income for rent, have been
severely impacted by the shortage of affordable housing. The
federal government, realizing the relationship between
unemployment and the housing, enacted legislation to alleviate
unemployment in addition to building low-income housing as a
solution to the problem. The following chapter reviews this
housing legislation and looks at the present unemployment

situation.
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CHAPTER III. THE UNEMPLOYMENT SITUATION

Unemployment and Housing
The shortage in the supply of affordable housing is only

one element in the housing crisis, unemployment is another.
The role of unemployment in the housing crisis was realized
over 60 years ago. In 1933, although no official statistics
were Kept at the time, there were an estimated 12 to 17
million persons who were unemployed in the United States
(Keith, 1973). The policy response to this plight was Title
II, Sec. 202 and 203 of the National Industrial Recovery Act
which, "with a view to increasing employment quickly,.."
authorized the President to "prepare a comprehensive program
of public works which shall include construction,
reconstruction, alteration or repair under public regulations
or control of low-cost housing and slum clearance projects"
and "to construct, finance, or aid in the construction or
financing of any public works project" (Fisher, 1959, p.82).
Oon June 23, 1933 the Housing Division of the PWA was
established under the authority of PWA Administrator, Harold
Ickes (Fisher, 1959). Ickes reported that among the principle
objectives and policies of the Housing Division were:

First, to deal with the unemployment situation

by giving employment to workers, especially those

in the building and heavy industry trades. Second

to furnish decent, sanitary dwellings to those

whose incomes are so low that private capital is

unable to provide adequate housing within their
means...(Keith, 1973, p.23).
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Unemployment remained a primary element in early housing

policy. Senator Robert F. Wagner Sr. (75th Congress), co-
sponsor of the Wagner-Steagall bill, which later became the
Wagner-Steagall/U.S. Housing Act of 1937, believed that
unemployment was a causal factor in the existence of slums.
He said that, "If overnight we could increase their
(individuals who live in the slums] income by a fair
distribution of the wealth of the country, we would not have
any slums" (Keith, 1973, p.10). Whether or not his words were
true, it was apparent that the role unemployment played in the
housing crisis was an important one. Thus, the 1937 Housing
Act, like its predecessor the National Industrial Recovery
Act, was intended to serve as a means of relieving
unemployment. The hardships experienced during the second
World War became the impetus for its passage. The Act was
strongly supported by President Franklin D. Roosevelt who
stated in his second inaugural address:

But here is the challenge to our democracy: in

this nation I see tens of millions of its citizens..

..who at this very moment are denied the greater

part of what the very lowest standards of today

call the necessities of life...I see one-third of

a nation ill-housed, ill-clad, ill-nourished...

(Keith, 1973, p.35).
The Act declared the earliest federal housing policy for this
country:

It is hereby declared to be the policy of the

United States to promote the general welfare of
the Nation by employing its funds and credit, as
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provided in this Act, to assist the several States

and their political sub-divisions to alleviate

present and recurring unemployment and to remedy

the unsafe and insanitary housing conditions and the

acute shortage of decent, safe, and sanitary

dwellings for families of low income, urban and rural

non-farm areas, that are injurious to the health,

safety and morals of the citizens of the Nation

(Fisher, 1959, p.93).
This piece of legislation, which marked the permanence of
federal commitment to housing the low-income population, had
as its primary objective, job stimulation and economic
recovery (Sternlieb and Listlkin, 1986). Unemployment relief
was to come in the form of jobs created by the construction of
public housing units as well as demolition and slum clearance.

Now that federal housing legislation had been put into
place to neutralize what was perceived as the major factor
contributing to the housing crisis--unemployment, the question
became, 'Was this strategy successful?' The apparent answer
is 'no.' President Roosevelt transferred over half of the
program's funds to other agencies since alternative public
works projects proved to result in more jobs in less time.
The response of the President implied that a strategy in which
more emphasis was placed on the production of public housing
rather than consumption, was not the answer (Weicher, 1980.)
Later, the Bureau of Labor Statistics conducted a study

of PWA housing projects. It was found that it took an average

of 21.7 months to complete the construction of a public

housing project. The employment cycle progressed slowly until



29
after the first year of construction when employment peaked.
During the next four months, employment would show a gradual
decrease and a rapid decline over the following year
(Mitchell, 1985). "Of total development costs, about 38
percent went for on-site payrolls, 44 percent for materials,
and 18 percent for other expenses and profit" (Mitchell, 1985,
p. 240). The determination by the Roosevelt Administration
that housing policy was not the appropriate vehicle to address
the problem of widespread unemployment was supported by this

study.

Unemployment and Underemployment

Throughout history, the state of involuntary joblessness
has been a reality in the lives of many people. Historically,
the situation of unemployment or being without a job was
viewed as a social problem stemming from individual failure to
secure work. Over time, a shift in the overall perception of
the nature of unemployment was experienced (Ashton, 1986).
Unemployment came to be understood as "a product of market
forces and the business cycle. It was something over which a
person as an individual had little control" (Ashton, 1986, p.
30). According to Ashton, this shift could be attributed to
the rising conflict between the classes and the organization

of the working class.
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Despite the high incidence of unemployment in 1921,
recorded at a rate of 11.7 percent, the U.S. government did
not consider the unemployment situation serious enough to
authorize the collection of data and compilation of statistics
on the matter until the 1940s (Ashton, 1986). After 1921,
unemployment rates had not reached such high levels until ten
years later when the unemployment rate reached 15.9 percent in
1931. These rates increased steadily over the next two years
peaking at an overwhelming rate of 24.9 percent in 1933
(Ashton, 1986). Unemployment rates remained high over the
years before World War II tapering off in the early 1940s.

The concept of unemployment and its impacts involve very
complex issues. First of all, there are several types of
unemployment and its definition may vary, usually depending on
one's ideological perspective. Levin lists the four types of
unemployment: frictional unemployment, seasonal unemployment,
cyclical unemployment, and structural unemployment.

Frictional unemployment refers to individuals who are in the
process of changing jobs and who therefore are not currently
working. As implied, seasonal unemployment is experienced in
occupations when peak employment is seasonal, i.e.,
construction. Cyclical unemployment is the result of economic
cycles resulting from a lack of labor demand when contraction
occurs in a specific industry or the entire economy. Lastly,

structural unemployment is a consequence of constantly
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depressed labor markets or specific occupations that are
becoming obsolete (Levin, 1982).

Official figures on unemployment have always been
debated. Conservatives often view these figures as over-
inflated while most liberals believe that the true extent of
unemployment is underestimated. Nevertheless the Bureau of
Labor Statistics (BLS) collects data on the unemployed through
its Current Population Survey which is conducted nationwide
every month. The BLS measures unemployment by unemployment
insurance records. This method of assessing the degree of
unemployment has been criticized by many including the General
Accounting Office:

BLS estimates of unemployment in counties, cities
and towns are not reliable as indicators of un-
employment in those areas...the error range among
areas could be wide. Estimates in the number of
local jobseekers who, for various reasons, are not
drawing unemployment insurance are the weakest links
in local unemployment statistics...(Comptroller
General of the United States, 1979, p. 48).

The current definition of the unemployment rate is the
unemployed as a percent of the civilian labor force (U.S.
Department of Labor, 1992c). Unemployed persons are defined
as "those who were not working during the survey week, [who]
had made specific efforts to find a job in the preceding four
weeks, and were currently available for work. Persons on

layoff and waiting to be recalled and those waiting to report

to a new job within thirty days need not be seeking a job to
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be classified as unemployed" (U.S. Department of Labor, 1992c,
p.3). Some argue that the Current Population Survey operates
under too broad a definition of job search activity, i.e.,
sharing an interest in a job with a friend, and thus does not
provide an accurate account of those looking for employment.
However, the most widely cited criticism of this definition
lies with the fact that it does not take into consideration
that many workers have searched for employment to no avail and
hence have given up looking for work. In fact, the Urban
League and AFL-CIO petitioned the National Commission on
Employment and Unemployment Statistics to revise its current
definition of unemployed persons to include discouraged
workers (Levin, 1982). The petition was denied on the grounds
that:
[there are] conceptual differences between
discouraged workers and those classified as
unemployed...a person must have tested the job
market within the past 4 weeks by contacting an
employment agency, contacting an employer directly,
placing or answering a want ad, or contacting a
friend or relative...they are...objective and
specific actions which differ conceptually from the
personal reports of subjective feelings accepted as
the basis for classifying the discouraged (National
Commission on Employment and Unemployment Statistics,
1979, p. 79).
Discouraged workers are defined as "persons who indicate that
they want to work but are not looking for a job because they

think their search would be unproductive" (U.S. Department of

Labor, 1993, p.7). In the fourth quarter of 1992, the number
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of discouraged workers was 1.1 million (U.S. Dept. of Labor,
1993).

In addition to discouraged workers, another population of
workers is excluded from the official figures on unemployment
in this country. This population is made up of individuals
who participate in the "underground economy." In 1981, it was
estimated that 5 to 6 million people work in illegal business
in order to earn a living (Knight, 1981). It is believed that
if this population were included in the official unemployment
statistics, they would account for a 15 to 20 percent decrease
in the unemployment rate (Knight, 1981).

According to Levin, there are three characteristics of
marginal workers: 1) those who, for the most part, are
outside of the labor force--the chronically unemployed,

2) intermittent low-wage workers, 3) physically capable
welfare recipients, and 4) discouraged workers. These
characteristics are low-wages, relatively undeveloped skills,
and erratic work patterns. The relationship between these
characteristics is such that they form a cycle of unemployment
for marginal workers (Levin, 1982). The cycle begins with the
marginal worker receiving low wages, then giving up that job
to search for employment yielding higher pay, and finally
workiné illegitimately in the underground economy, or

resorting to the welfare system. Levin states that this
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instability in employment precludes the workers from securing
gainful employment as employers have a negative view of work
instability and therefore the workers remain relatively

unskilled (Levin, 1982).

U.8. Unemployment Figures

According to the BLS, the unemployment rate as of
November, 1992, was 7.2 percent, up from 6.9 percent in
November of the previous year. The peak in unemployment rates
for the year occurred in June of 1992, 7.7 percent (U.S. Dept.
of Labor, 1992a). In terms of industry, Construction had the
highest unemploYment rate at 16.5 percent as of July, 1992
(U.S. Dept. of Labor, 1992b). African-American males between
the ages of 16 and 19 years old have the highest unemployment
rates in the country at 41.7 percent (U.S. Dept. of Labor,
1992a). Their female counterparts are not far behind at an
unemployment rate of 39.6 percent (U.S. Dept. of Labor,
1992b). The total unemployment rate for African-Americans is
14.6 percent as compared to 11.9 percent in the Hispanic
origin population and 6.7 percent among Caucasian Americans.
In 1992, the overall unemployment rate for women was 6.9
percent. The jobless rate for Caucasian women was 6.9
percent, 13 percent for African-American women, and 12.1

percent for Hispanic women (U.S. Department of Labor, 1992d).
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Women who were heads of households had an unemployment rate of
10.6 percent.

Reliance on unemployment statistics alone is not
sufficient when examining the extent of employment deficits.
However, it was not until the 1960s that the importance of
measuring the concept of underemployment as well as
unemployment was understood. Underemployment differs from
unemployment in two important ways. First, the delineating
criterion for underemployment classification is inadequate
earnings rather than inadequate work time. Inadequate work
time is a factor, however, in defining the form of
unde