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A Strategic Approach toHOME

Shrinking resources? Increasing needs? Demands for accountability? This
guidebook provides tools to help you take your HOME program to the next strategic level
and make sure that your HOME investments are the best investments you can make to meet
your community needs.

This guidebook consists of four parts:

Part 1. A HOME Program Self-A ssessment.

This section guides HOME adminigtrators through alook at their own programs, using
adrategic framework asaguide. It allows participating jurisdictions to assess their HOME
program operations to produce maximum community impact, and to suggest some systems that
support strategic thinking.

Part 2. Program Evauation System: From Tak to Action.

Having amethod of continudly reviewing the impact of the HOME program is key to
itssuccess. This section walks you through the cregtion of a HOME program evauation system
for your jurisdiction.

Part 3: Portland, Oregon Case Study.

Inthisred life example of some of the ideas from Parts 1 and 2, this case study
describes how the City of Portland, Oregon builds intended outcomes into their HOME
resource alocation process.

Part 4: Providence, Rhode Iland Case Study.

In afind example, this case study describes how Providence, Rhode Idand developed
aHOME program evauation syslem of CHDO housing production, which will result in amgjor
shift in how funding decisions are made.
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KEY TERMS

Need. The problem, issue or opportunity that the program seeks to address

Goals. The purpose of the program; what the program hopes to accomplish.

Resour ces. Program funding, staff, volunteers, facilities, materids, equipment and other tools
dedicated to the program.

Activities. Thework done by the program with its resources to accomplish its gods, the
product or service a program provides to clients or the community.

Outputs. The number of program activities that occur and the number of clients served; the
direct products of program activities.

Outcomes. Benefitsto participants as aresult of their involvement in the program. Outcomes
may relate to change in condition, status, behavior etc., and may be short term, intermediate or
long term.

Indicators. The measurable quditative or quantitetive sgnds that an outcome is being
achieved.

Impact. Broad community-level changesthat occur in the target population or community
conditions; usudly the result of community wide efforts larger than one program aone.



Part 1
A HOME PROGRAM SELF-ASSESSMENT

When the HOME program began in 1992, communities were pleased to have
additiona housing funds, but were anxious about the confusing and restrictive regulations around
the new program and the loca match requirement. They were aso concerned, given those
retrictions, about how they were going to successfully meet the expenditure rate requirements,
and about their staffs' capacity to underwrite the kind of investments that the HOME program
was encouraging.

Early emphadisin implementing the program, then, wasin four aress.

(1) Sorting through the regulations. Thisincluded, for example, figuring out what 90% of
60% of median actualy meant; how the tenant based rental assstance program might
work, and smilar questions.

(2) Deveoping loan documents, and underwriting criteria.

(3) Deveoping consortia and other relationships, and funding systems to get the money
out quickly.

(4) Figuring out how to find the required match.

Eight years later, nationd HOME expenditure and production reports show that
communities were successful in implementing those four high priority gods. It may betimeto
bresthe a sigh of rdlief that we have "figured out the basics', and think about taking the program
to the next step.

The year 2000 pressures on the HOME program are somewhat different than in 1992,
as the program has become more indtitutionalized.

Thefirg pressure isfunding levels. In 1992, when HOME was new, the extra funds
devoted soldly to housing were a welcome addition to CDBG. Over the eight years, the funding
level has remained rdaively flat and, over the same time, entitlement CDBG grants have
increased very little. Therefore, thereis additiond pressure on communities to stretch CDBG
and HOME funds that now seem very limited.

Secondly, there is a heightened interet, both by cities and by HUD, to document the
outcomes of the programs. Documenting results, for one thing, help make an argument for
continued funding. In addition, anayzing results heps communities plan future Srategies for
spending the funds.



Findly, there is a growing recognition of the need to integrate HOME fundsinto
comprehensve gpproaches to solving community problems. In many cities, CDBG has become
dretched very thin after 26 years, aslocd paliticians have tried to use this flexible program to
address an enormous number of needs. In addition, the resurgence of categorical grants entering
the community through a number of doors--different federal agencies, someto cities, someto
non profits, has created frustration and a desire to create less fragmented strategies. Many cities
have been struggling to develop more comprehensive programs. These include a variety of loca
issues, particularly comprehensive neighborhood revitalization programs, community-wide
workforce devel opment/economic development strategies and homeless strategies.

The purpose of this chapter isto help each community think through their use of HOME
funds, and to outline ideas and examples of usng HOME funds very drategicaly to meet
community gods. The big questions that the chapter isintended to address are:

*Arewe planning our investments strategically?
* Are we getting the outcomes we want?

*Do we have systemsin place to measure our successin reaching our goals,
and help usplan for futureyears?

A Strategic Framework

A modedl HOME program which most thoroughly integrates strategic planning would tie
each step in the process -- planning, spending, evauating and planning again --to strategic
outcomes designed to have the most impact in resolving locd issues.

In the rea world, communities encounter alot of pressures in spending housing dollars,
including the palitica environment, neighborhood expectations, CHDO relationships, and any
number of others. However, comparing amodel to our own program can give us some insgght
into dealing with our own community’ s strengths and weaknesses.

In order to illugtrate the implementation of the concepts, we have included examples
from two fictiond communities "Hometown", amid-sze city, and "Rockville' asmaler, more
rurd town, both of which want to make some changesto ther HOME program to make it more
effective.

Stepsin the Process:

All HOME communities go through whet is essentidly a Sx-gtep cyclein spending
HOME funds. These stleps may be explicit or implicit. Thetrick to improving the qudity of
programmatic uses and invesments is to make implicit steps explicit, so that the e ements
underlying the process can be examined and weighted.
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The stepsin the funding cycle can be described as.

1. Andlyzing needs

2. Setting a dtrategy

3. Allocating funds

4. Implementing projects

5. Monitoring and reporting.
6. Evauating results

The cycdeisnever smple, of course, primarily because of differing time frames. Funds
are dlocated annudly, but actud projects are implemented over amulti year time frame.
Therefore, strategies associated with afunding year will overlgp with dtrategies from a previous
year. Looking briefly, but criticaly, a each step, should highlight some opportunitiesto
strengthen the process to make the dollars work most effectively.

1. Analyzing needs.

For most communities the Consolidated Plan (CP) describes housing needs. Since the
CP was created out of the old CHAS, it has steadily expanded in scope. The CP is now
required to include the community's Andlyss of Impedimentsto Fair Housing (Al), its
Continuum of Care drategy for homeess families, and eements of the Public Housing Agency
Plan. Thisexpansion has prosand cons. Theoreticaly, it should now include avery complete
description of the community, and the community's housing strategies on avariety of fronts. The
negative aspect isthat it can become a very large, repetitive document that is difficult to read.

In the area of establishing priorities and strategies, some communities have felt the need
to include alarge variety of priorities, in order to stay flexible, and to be able to ensure that
future grant applications can certify that they are in conformance with the Consolidated Plan.
While increasing flexibility, this has resulted in aless meaningful Consolidated Plan document.

Spending some time congdering how the Plan could be most useful localy could bear
fruit for the HOME program. For example, enhancing the executive summary with
photographs, and binding it separatdly, could produce a ussful document that could be a
marketing or educationa tool for loca policy makers. The process for producing the Plan could
provide an excellent excuse for coordination with the Workforce Investment Board or the
Public Housing Authority, or another jurisdiction. Or production of anew five-year plan could
be the basis for a aff retreeat to reconsder some problematic programs. The point isthat, in
gpproaching HOME grategicaly, this planning step could serve to do more than produce a
required HUD document.



ANALYZING NEEDS

In order to make the Consolidated Plan more useful, Hometown has
decided to emphasi ze the executive summary, which it binds separately and hands
out to people who ask about the City's housing strategy. The draft of the Plan
prepared by staff had reported that the City's most urgent needs were rental units
for large families, more homeownership in the midtown area, and housing to
support welfare to work programs. Welfare-to-work had been in the plan before,
although the agency had never actually spent any HOME dollarsin support of the
issue. After reviewing the associated documents, particularly the Analysis of
I mpediments, the Executive Director added a fourth high priority: handicapped
accessible rental units

Rockville does not produce a separate document, but has limited the
number of high priority needs in the community, in part because the town is small,
and they recognize that they cannot be all thingsto all people. 1ts number one
priority is home repair. Its second priority isrevitalization of a small
neighborhood near the railroad tracks, called Elvira. Rockville prepared a
summary of its projected achievementsin the first five-year plan compared to
actual production. In doing the exercise, staff realized that the goalsin the first
five-year plan had been vague. So, for the second five-year plan, they establish
specific number goals of 25 home repairs a year, and development of 30 new units
in Elvira over the five- year period.

Using the examples above as a garting point, examine the housing needs statement in

your community’s Consolidated Plan. Ask yoursdlf the following questions:

* Does your Consolidated Plan have an executive summary that clearly outlines long

term Srategies?

* How could you format the Consolidated Plan so that it becomes more useful to loca

policy makers?

*Have you compared your Consolidated Plan to those from other communities? Some

are avalable on the Internet, or from your local HUD office.

* |sthe relationship of the use of HOME fundsto the use of CDBG funds clear in the

* Doesthe analysis of need in your plan support the way you have been investing

HOME dollars?




* Are the needs and drategies that are outlined in the Andlysis of Impedimentsto Fair
Housing, the Continuum of Care and the Public Housing Agency plan integrated into your
priority uses of HOME funds?

* Have you conddered the relationship of the Consolidated Plan to other plansin the
community, such as the Workforce Investment Plan or the housing eement of aregional master
plan? Are there opportunities for joint strategies through your HOME program?

2. Setting HOME strategies.

Annualy, HOME participating jurisdictions set the strategies that determine how they
will allocate that year's entitlement grant.  The process to determine HOME srategies differs
widdy. Some communities have ajoint CDBG/HOME planning and citizen participation
process. Some have their City Councils select projects. Others outline broad uses of fundsin
the Annud Plan, and sdlect individua projects adminigtratively.

Targeting. Whatever the public process, there is alimited amount of HOME dollars to meet
the generdly overwheming needs outlined in the Consolidated Plan.  Therefore, it isincumbent
on communities to figure out how to best target scarce resources. There are any number of
ways of doing this. Some of them include:

Geographic targets. This can include targeting a specific neighborhood that is the focus
of aneighborhood revitdization effort. Another example would be to target dl census tracts
that have a combination of low-income households and a high percentage of rentalsfor a
homeownership initiative.

Population targets. Common examples include elderly home repair programs, or
congructing housing for large families.

Sarvicestargets. There have been many creative HOME program links to services.
One city built rentd housing next to a mgor employer who had made a commitment to a
welfare-to-work program. Some have supported transitiona housing for the homeless; housing
for people with AIDS, or the creation of housing devoted to the public housing family sdlf
sufficiency program.

Secondary impacts. In addition to primary gods, communities might target funds to
meet secondary godss, such as increasing the capacity of CHDOs. Thiswould have the long-
term effect of increasng housing production. Most communities dso overlay invesment criteria
for funding of projects. These would include the amount of leveraging, amount of return, length
of affordability, and other criteriato ensure that the funds are streiched asfar asfeasible,

Designing targeted Strategies that best meet the needs outlined in the Consolidated Plan
isan art, not ascience. Given tha, you need to be willing to annualy review your HOME
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targeting strategy, and make adjustments either for changing community need, or because
previous targeting mechanisms were not effective. Like holding abad stock, there is nothing to
be gained from holding on to an ineffective Srategy.

Goal setting. The most complete HOME investment sirategy would have specific
production numbers attached to the targets. In addition to saying that the community would
spend X percentage of itsfunds or X dollars on rental housing for large families, it would specify
that thiswould result in' Y number of three or four bedroom units. Some agencies are reluctant
to attach specific production numbers to the HOME program statement, for some valid reasons.
Until specific proposas are received, specific numbers, some would argue, are little more than
guesses. Then when actual numbers are different, it opens the agency to criticism. However,
with eight years of production experience in most communities, this argument looses alot of
vaidity. A strategic approach dictates that it is better to set very specific goas, and then explain
the deviations from them. It increases public and sdlf-accountability.

SETTING HOME STRATEGIES

Hometown decided to split this year's allocation into thirds: one-third for
rental; one-third for homeowner ship units in mid-town, and one third for a new
welfare to work housing initiative. After reviewing past cost per unit figures, they
projected that their rental production program should equal 25 three or four
bedroom units, and 25 rental units of any size. Remembering the Al, they decided
that 5 of these should be handicapped accessible. They committed to producing
15 homeowner ship units in midtown. After considerable thought about the
likelihood of success, they took some risk and established a goal of 30 welfare-to-
work rental or tenant based assistance units. They have now defined success for
the program.

Rockvill e decided to continue their citywide elderly home repair program,
which takes half of their available funds. After looking at the cost per house over
each of the last eight years, they were concerned about cost creep, and decided to
set a goal of 25 homes, instead of the 20 they had been doing in the previous two
years. They developed a plan to reduce the cost per house by 20% from the last
year. The other half of the funds will be targeted to housing of any sort in the
Elvira neighborhood. Snce they had not yet completed a planning process with
the neighborhood, they refrained from prematurely establishing goal numbers.

Review your HOME program statement from the firgt year, and from this fiscd year.
Compare the two. Questions to consider about your HOME program dirategies include the
fallowing:

*Could you appear before the City Council, and explain the rationde for how the
HOME funds are targeted?



* Are you satisfied that you have correctly alocated what HOME, CDBG and other
dollars support?

* Do you annualy review your HOME strategy with staff and CHDOs?

* Areyou satisfied with the HOME cost per unit? Are the technical staff costs
appropriate for the production level? Is your production level adequate to produce ared
neighborhood or community impact?

3. Allocating Funds.

The point of alocating funds to specific projectsis the key moment of the Strategic
planning cyde. If thislink isn't carefully executed, then, while the individud projects might be
terrific, collectively they may not produce the maximum community impact.

Thereis certainly no one way to ensure that strategies become redlity. The more
demand you have for HOME funds, the more restrictive you can be about their use. Much of
this demand is market driven, but some of the market can be created by outreach and public
education. Often ardatively smal group of affordable housing devel opers become aware of
government assistance, and return repegtedly with new projects. While this may work to get
HOME funds expended, these builders may not necessarily produce the projects that are most
drategic. Advertising specific gods could bring in new partners or refocus current users on new
opportunities.

The most common mechaniams for selection of projects include:
Redtrictive RFPs. When there is sufficient demand for HOME dollars, or when the

community is absolutely committed to a specific god, redtricting the RFP to projects that meet
the god is the most effective dlocation method.

Preferences. Preferences dso work in a competitive market when there are more
proposas than available funds will support. They dso may be agood ideaif you aren't sure the
interest isthere, but you gill want to get your funds spent in atimely manner.

Incentives. Incentives are required when the market done will not produce the result
you are looking for. They are dso effective when you are looking for a particular twist on a
program. For example, you may want to encourage a certain percentage of unitsto be
handicapped accessible, or built close to abusline, or you may want to encourage the
incorporation of playgrounds or common aress. Incentives are less successful if you are asking
adeveloper to build atotdly different product than they would normdly build.

Develop the project in-house or with apartner. Thereis an old saying, when you want
something done right, do it yoursdf. There is any number of reasons for doing so. Y ou may

S



want to redlize a portion of the income from arental property, and put it back into the program.
Y ou may have the staff capacity to produce the product you want, so don't see any need to
select any one else. You may not be able to attract a private builder to your town or
neighborhood, so you may be forced to do it yoursdlf. One clue that it may be best to do a
project yoursdf isif an RFP is getting particularly long and complex. This usudly means you
want such a specific product that an RFP might as well be replaced with a congtruction bid
Pprocess.

Use the CHDO alocation. These methods of linking funding decisions with underlying
program goals a so can apply to the CHDO set aside. All or part of the CHDO set aside could
be targeted to meet strategic gods. Similarly, CHDOs making specid efforts to meet certain
godls could be given preference in the receipt of operating funds.
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ALLOCATING FUNDS

Hometown develops three different approaches to meeting their goals.
In rental housing production, the goal isto build 50% large family projects and
10% handicapped accessible. They decide to offer their normal package of low
interest loans for rental development, but add incentives of zero interest loans for
large family units, and a $3000 per unit extra allowance over their normal
investment cap of $20,000 per unit for accessibility improvements.

They are committed to spending all of their homeowner ship fundsin the
midtown area, but are concerned about attracting enough developer interest.
They designate half of the homeowner ship funds to develop a three- acre site with
their own staff. The other half of the midtown funds are made available to the
three CHDOs in town, for use solely in the area.

They think long and hard about the welfare-to-work programwhichisa
new initiative for them. They meet with the Workforce Investment Board and the
County TANF agency. They finally go back to the narrative in their Consolidated
Plan where they had discussed an initiative of the Public Housing Agency to
purchase an expiring Project Based Section 8 complex, and use it for graduates of
their Family Self Sufficiency program. They decide to enter into a partnership
arrangement: the PHA will develop and manage the property, and Hometown will
be an equity partner, receiving part of the cash flow. They believe that, asa
partner, should the welfare-to-work component not pan out, they could use the
property as standard affordable rental, and still realize a return on their
investment.

In Rockville, the choices are easier. The elderly home repair program has
worked well for years. The only problem was that per unit costs were going up,
but the HOME money was not. They decide to supplement HOME with CDBG,
and raise the per-unit cost by $1000 per house. Because they are investing more,
they change the investment from a deferred loan, payable on sale of the property
to a zero interest amortized loan. They hope to eventually recover enough funds
so they do not have to continue the CDBG supplement.

In their Elvira neighborhood, they want to address some vacant eyesores,
but are unsure of attracting participation from absentee landlords. They decide
to issue an RFP for any type of housing improvementsin the area, but with a
preference for rehab of substandard, vacant property. If the landlords do not
participate, there are sufficient homeowners who are interested in home loans for
the fundsto be used. Meanwhile, staff will contact absentee landlords to make
them awar e of the program.
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For sdlf-assessment, focus on the effectiveness of your funding processes to achieve the
gods of your program:

* Are your HOME alocation processes designed to maximize your chances of
successfully addressing your strategy?

* When you've used incentives or preferences, have they worked?

* |syour marketing strategy sufficient to attract different builders from year to year?
* Areyour criteriafor alocating funds clear?

*Do your dlocations to CHDOs contribute to your specific program sirategies?

4. Implementing proj ects.

The crucid tool for ensuring that the funds are used for the intended purposeisthe
contract. The contract may take the form of an actua contract, amemorandum of
understanding with another department, or an internd project description for in-house projects.
Neverthdess, in every case there should be some written document outlining the roles,
responghilities and schedule of the parties involved.

To ensure the investment meets your objectives, the contract or Memorandum Of
Understanding (MOU) should include specific performance and outcome measures.
Performance measures are also sometimes called output measures. The most common output
measure in HOME is, of course, how many units of housing are going to be produced.
Additional common performance measures include cost per unit, and timeliness of performance.

Outcome measures, in contrast, attempt to measure impact on the community. A target
area project, for example, might include a measure of increased non-subsidized development, or
increassed property values. Thereis additiond discussion of measurement techniques in Part
Two, and a case study about outcome measuresin Part Four.

The contract should require reporting on the measures on aregular basis, and include
some pendty if the reporting is not complete. This could include afinancid pendty on aloan, or
arecapture provison of agrant.



IMPLEMENTING PROJECTS

Hometown is particularly concerned about handicapped accessibility,
since there had been accusations in the past that supposedly accessible units were
not truly functional for persons with mobility impairment. They decide to require
in their contract that the property owner conduct a client satisfaction
guestionnaire three months after occupancy. Five percent of the contract amount
will be withheld until the survey is completed.

They also want to carefully track the outcome measures they have defined
for the welfare-to-work project. The contract is designed to ask for such client
information as program participation, whether the family is receiving TANF,
whether the clients feel that living together improves their access to services, etc.
Loan forgiveness will betied to annual reporting for a five-year period.

Rockville has long wanted to document whether the elderly home repair
programresults in reduced utility costs for the homeowners. They amend their
loan agreements to require the homeowner to provide utility data for one year
pre-rehab and one-year post rehab.

Looking at one of your typical HOME contracts, ask yoursdf the following sdlf-
assessment questions:

* Are the expected outcomes clearly required, including any specia targeting
requirements?

* Do your contracts have pendties for non-performance, even after congtruction is
complete?

*Do you enforce payment pendties?
*How do you document and measure the expected performance of in-house projects?

*Have you tried to define outcome measures for your program thet reflect your overal
program goas? If o, do the measures provide useful management informeation?

5. Reporting/monitoring.

To properly assess how you are doing on meeting the godsfirg articulated in the
Consolidated Plan, and then in your project contracts, it's necessary to tie reporting back to the
godsin those origind documents. The HUD reporting system is the CAPER (Consolidated
Annua Performance Evauation Report). The most efficient internd reporting system would be
derived from the HUD reports and IDI'S reports on fund use and production. HOME
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management should review this on aregular basis-- perhaps quarterly--in order to assess
progress towards meeting goas.

Monitoring is a requirement of the HOME program, and continues to expand as more
and more properties require monitoring. However, an or-Ste monitoring vigt provides a grest
opportunity to go beyond the file check and physica ingpection. Y ou could develop questions
that focus on management and financid soundness as well as questions that get at outcomes, in
addition to the more standard checklist questions. For example, what are the vacancy rates of
HOME funded rental projects? How isthe curb apped of the units? In aneighborhood
revitaization project, are there any signs of private investment on the block? A few key
questions could provide some valuable ingghts into the effectiveness of your program, while
requiring little additiond gaff time.

Monitoring enables HOME Participating Jurisdictions (PJ) to assessHOME Program
performance and ensure that all HOME funds are spent in accordance with the laws and
regulations governing the HOME Program. Effective monitoring can guide and informaPJ s
use of its HOME funds to maximize affordable housing options and address criticd locdl
housing needs. Monitoring HOME Program Performance, avolumein HUD's series of
technica assstance HOME Program models, isamust read publication for al participating
juridictions in developing and implementing sound monitoring policies and procedures. This
comprehensve guidebook provides jurisdictions direction in incorporating performance and
accountability into their HOME program operations. It aso provides information on developing
and implementing a monitoring plan, using risk factors to set monitoring priorities, ensuring that
HOME adminigtrative requirements are incorporated into program operations, maintaining
HOME records, and providing advice in each of the four mgjor HOME program activities:
home owner rehabilitation, home buyer, renta housing, and tenant-based rental assistance.
Most importantly, this publication provides a comprehensive monitoring checklist for HOME
participating jurisdictions to follow. Copies of this publication can be obtained through
Community Connections at 1-800-998-9999.

REPORTING/MONITORING

Hometown establishes a quarterly performance report for currently
funded projects, and an annual performance report for previously funded projects
still in the affordability period. After a year, they discover that the incentive
system they had designed to produce large family units wasn't working. Thewrite
down from a 3% loan to a zero interest loan simply did not compensate for the
extra expense associated with building a larger unit. They call together some
builders to find out what size incentive would be necessary to attract the larger
units they want to produce. On the other hand, they find that the handicapped
accessibility bonus is extremely attractive, primarily because the added cost
during new construction of a handicapped accessible unit is actually less than the
$3000 bonus they provide.
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Rockville after one year of collecting utility data from home repair
recipients, finds that the solar water heaters they have been installing are not
producing the utility savings that the higher cost of the units had justified. They
decideto return to gas water heaters.

Sdf-assessment questions should focus on whether you have designed systems that not
only measure expenditure progress but aso give you information about the efficacy of your
drategies.

* |sregular reporting required?
* Are reporting forms linked to desired outcomes?
* Are reports assembled, and provided to management?
*|s there a mechanism for reporting to citizen boards and/or elected officias?
*|s there amonitoring plan for HOME properties, which is followed?
6. Evaluation.

Thelast gep in the processis very critical, and the one many communities rarely get to,
primarily because they are so busy doing the first four or five steps.

There are two levels of evauation: evauating the individud project (wasit well built,
cod efficient, does it serve the intended clientel€?), and evauating the overall impact of the
HOME program. While many communities have a good handle on the project evaluation,
program eva uation can prove much tougher. Thisyear many communities completed their first
five-year Consolidated Plan. That should present the opportunity to ask some tough questions.
What were the accomplishments of the last five years? How did they make a difference in the
community? How many affordable units were produced, or substandard units diminated, or the
rent burden of lower income families reduced?

15



EVALUATION

Hometown decides to issue a "Report to the Community”, a three page
summary of the HOME program achievements over the last five years, along with
the goals for the upcoming year. It decidesto include CHDO performance, which
resultsin a politically well connected CHDO being asked to explain its lack of
performance over the five years. It commits to providing the City Council an
annual report on production vs. goals, using the five-year goalsin the
Consolidated Plan. It wasthe first time that the City Council had seen any
summary data about the program. They were excited about the accomplishments,
and set up a subcommittee to identify ways to increase the leverage potential of
the HOME program.

Rockville asks the university in a nearby city to help design an evaluation
of their Elvira neighborhood revitalization project. Graduate students help the
town devise a simple "Neighborhood Health" report card, that they plan to use to
track the progress of the neighborhood over the next five years.

Steps to enhanced evauation do not have to be elaborate. Any big picture view of your
HOME program performance provides valuable information for planning future Srategies, and
for providing marketing information to the community. Some sdf-assessment questions include:

* Are clients included in the evauation process?

* Are outcomes measured?

*|s program performance taken into congderation in future years funding?
*|sawritten report prepared for policy makers?

SUMMARY

Making HOME more than the sum of individua projects s the reponsibility of HOME
program adminigrators. Thetools are availableto doit. The key isbeing willing to set godls,
and face critics if the goals are not met. The reward may be a program that makes avisble
difference in a neighborhood, or hdlps the community's self- sufficiency programs, or helps keep
elderly people independent, or some combination of community goals. Setting a higher bar for
our programs can only benefit the community. The materid provided in Part | of this
guidebook, particularly the self-assessment questions, will provide the foundation for you to
begin to gart thinking more strategically about the use of your HOME funds.

16



PART 11

PROGRAM EVALUATION SYSTEM:
FROM TALK TO ACTION

Thefind gep in the dtrategic framework described in Part Oneis program evauation.
Program Evauation has long been akin to visiting relatives on the other sde of the country—we
know we should do it, we even kind of want to do it, but it seems like awholelot of effort for a
predictable outcome. Consequently, we only get around to it once in a great while.

The reasons for avoiding program evauation are myriad, and most of them vdid.
The most common include:

“Our gaff doesn't have the expertise”

“We don't have the time or money”

“It's hard to get participants to respond”

“There' s no support at the top”

And, “What if the results aren’t good? Will we have threatened our funding?’

The reasons for undertaking program evauation, however, are srong. An improved
program and improved understanding by members of the community and public officids are the
two strongest reasons, which make getting past those naturd first objections important.

Part One considered asmple modd of program evauation, looking at it only from the
viewpoint of the HOME program administrator. But dmost dl HOME programs are made up
of asystem of partners, with the participating jurisdiction contracting with avariety of
subrecipients. The subrecipients may be CHDOs or other private or non profit entities with
varying leves of sophigtication. Recognizing this system that makes up any HOME program, this
section discusses how to move forward in establishing a successful program-wide evauetion
system, which includes support and participation from al of the members of the HOME team.

A program evauation system does not have to be elaborate. Program evaluation smply
means collecting information about program activity and impact in order to improve the program
or make future funding decisons. If this can be done systematicaly rather than by anecdote or
by one time reporting, then thereis the beginning of a program evaluation system.

STEP ONE: Defining Common Ground.

Onereason it is difficult to trace achievements in programsiis that they are often funded
by multiple funding sources, each with its own vocabulary and reporting system. Trying to count
across funding systems inevitably leads to frustration. For example, in trying to count the
amount of trangtiond housing in the community, some organizations, like domestic violence
shelters, report the number of beds, or bed-nights; others report the number of apartments, and
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others report the number of families sheltered over the year. Figuring out the inventory, and
accurately reporting performance, is difficult.

With the multiple layering that is necessary to fund affordable housing, it is not
uncommon for a sngle gpartment complex to be funded by the State Housing Finance Agency
with Low Income Housing Tax Credits, by the City HOME program, by the County HOME or
CDBG program, and by Federal Home Loan Bank Affordable Housing Program, along with
private financing and CHDO equity. To the extent that funders who commonly contribute to the
same programs, and providers who are commonly layering funds, can agree on performance
definitions, the easier it isto track and evauate performance. For example, deciding when a
housing unit is complete can betricky. Isit complete when it isready to be occupied, or when
it isfirst occupied, or when 95% of the units in the complex are occupied? While working
through common definitions with other funders can be tedious, and sometimes mests with only
partid success, any movement to making measurement easier isagood sart.

It can aso be tricky to agree how to measure things that you hope will be achieved over
time or asacorollary to the invessment. For example, you might set the completion and
occupancy of a project as an output god, and as an outcome god say you hope that families
living in the building will move toward sdf-sufficiency. The partners could then agree that an
indicator of progress toward self-sufficiency isincreased housing stability, and measure whether
households stay in this unit longer than their previous unit. When it is not possible because of
time, cost or outside influencing factors to fully measure an outcome, indicators are invauable to
document success.

Any new system should be easier to use than the old system. Potentia areas of
agreement that funders and providers could explore include:

Common Definitionsfor populations and activities.

This could include agreeing on such aress (or understanding where differencesin
reporting are required) as when someoneis a youth or adult, what makes trangtional housing
different from emergency shelter, what congtitutes enhanced amenitiesto arental project, or
what is necessary to classfy a property as an assisted living fedility.

Common grouping of activitiesinto categoriesfor summary reporting.
Summary reports are much more useful if they can be compared. For example, most
funders are interested in a community report categorized geographicaly. If they could agree
upon the same geographic divison (censustract, politica ward, zip code), then andyss of data
become much eesier.

Standar dized Reporting M echanism.

A common report form for housing providers could be developed among funders. In
some cases it would need to be supplementd to unique program requirements. However, if
multiple funders would recognize the same evauation report, then the life of housing providers
would become alot Smpler.
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Thetools of thetrade.
Deciding in advance what kinds of information collecting mechanisms are acceptable
will lead to mutud trust among the group about the results. Information about programs can be
obtained in severd common ways.

surveys/questionnaires
interviews

document review
observation

focus groups

case studies

YVVYVYYYV

Each of these may be gppropriate for different Stuations, or in getting information about
different gods. For example, observation or ingpection can best measure housing qudity. Client
satisfaction with home repairs is probably best measured by survey or interview. One gpproach
isfor funders and providers to agree upon an acceptable tool kit, amenu of tools, which each
provider can then use as necessary.

This background work to reach common ground among members of the affordable
housing provider community may take some time and have varying degrees of success, but will
result in a system better understood across subrecipients and funders. Thiswill give it credibility
among participants and by the community, and increase the likelihood of its acceptance and use.

STEP TWO: Establish a Baseline

A modd HOME eva uation system would look both &t the individua subrecipient and
lead agency programs, and at the overal HOME program. Establishing a base line provides a
sound basis for measuring production. A basdine of affordable housing inventory in the
community, and produced by individua organizations, is particularly important in trying to track
acommon HOME god such as “increased affordable housing in the community.”

A community inventory isfilled with decison points—for example, do you count only
HOME or CDBG asssted units, or al publicly asssted units, or dl unitsthat are affordable to
lower income persons? Are market rate apartmentsin aHOME assisted tax credit property
part of the affordable housing inventory? How about about homes purchased with mortgage
revenue bond assistance? The answers of what to count aren’'t asimportant as the decision to
count them the same way from year to year, S0 that vaid comparisons of progress can be
made.

Again, each organization should review the data
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STEP THREE: I mplementation Plan

A phased-in implementation of an evauation system provides for fairness, and avoids
complaints of , “You are measuring something after the fact that | didn’t know about when |
applied for the funds”

A typicd plan might cdl for the following steps:
Egtablishing a base line of the prior year.
Announcing evauation measures in the upcoming RFP cycle.
Incorporating eva uation requirements in the contracts resulting from that RFP cycle.
Reporting evauation data in the second yesr.

Once this schedule is decided, it should be advertised to subrecipients, so that they can
be making adjustments to make sure that the evauation datais collected.

STEP FOUR: Training

Common training for city or county staff and for subrecipient Saff is essentid. An
imposed eva uation system can create antagonism.  The training process alows staff to work
through their concerns, and begin designing ther internal systlems. The training should include
five core arees.

1. Overcoming fears. Itisimportant to discussal those “yes, but...” worries.
If resources are scarce, then agencies can focus the evaluation on only afew things, and use a
smple, low cogt survey. If results are threatening, they can make program improvement the
focus of the evauation. If they don't know where to start, they should be able to call on the
trainers for some individuaized technica assstance. No one enjoys being eva uated—whether
itisatest, apersonnel evauation, or a program evauation. The key to having it accepted, and
not resented, isin making it clear that program managers should be deegply involved in designing
the scope of the evaluation, and in using the information that it generates.

2. Under standing the benefits of program evaluation. Organizations redly need to
see avauein program evauation beyond “they made me do it.” This section stresses the
externa and internd reasons to perform evauation. Externd reasonsinclude such benefits as
vdidating the program to outsders, being accountable to board members and policymakers,
and assdting to retain or increase program funding. Interndly, evaluation can expand successful
services, and modify unsuccessful ones. It can provide an opportunity for staff to reflect on the
program; and it can document with datawhat you think is happening. It should hep managers
meake future resource decisions.
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3. Viewing programsin a common mode. If dl subrecipients use the same modd to
describe their programs, it avoids confusion and allows for reasoned comparisons between
programs. One model to usein training and in contracting breaks down each program into
Sseven dements

Community need: What problem, issue or opportunity does this program seek to
address?

Gods: what isthe purpose of the program? What does it hope to accomplish?
Resources: What funding, personnd, facilities, etc. are dedicated to the program?
Acdtivities. What will be done to accomplish the gods?

Outputs. How many of each activity will take place, and how many people served?
Outcomes: What changesin knowledge, condition or status are expected during or
after the program?

Indicators: What measurable signals do the partners agree indicates success?
Impact: What community-level change does the program expect to contribute to?

These same categories can then be incorporated into the HOME Request for Proposals
and contracts, so that the same vocabulary is consstently used.

4. Designing an evaluation tool. Thereisno singleright way to conduct a program
evauation. Agencies need to be aware of the potential tools, and how to use them. In deciding
how to measure program performance, subrecipients are asked to determine what they want to
know about their programs, who would have the information, how the information could be
collected, and when it should be collected. A menu of evaluation tools are provided:
guestionnaires, interviews, document review, observation, focus groups, and case studies are all
described, with their advantages and chalenges, so that subrecipients could make informed
choices about evauation methods. They would have the comfort level of knowing that any of
these models would be acceptable to the funders.

5. Using theresults. It isimportant that organizations understand that they have many
options about reporting results. A meaningful report aways begins with the reason the
evauation was done in the first place—was it improving the program, or determining the
program’ s outcomes, or were you understanding how the program works? Should the results
be shared with clients, or stakeholders? Should there be aworking session with staff to discuss
the results? Might an executive summary be prepared, or a newdetter sent out?

Once the content of the training is decided, it can be carried out in a number of ways.
through generally advertised workshops to al subrecipients, through one-on-one sessions, or
with smdler groups.

Targeted groups with agencies providing smilar services followed by one-on-one
meetings may produce the best results in defining, producing and collecting gpplicable data. For
example, conducting a training session with organizations doing homeowner rehab would alow
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good round table discussion of the best outcome mesasures. The shared experiences of the
group provide for better discussion and problem solving.

STEP FIVE: Incorporating Evaluation into the Application process

In order to make evauation an integra part of the planning and funding system, the
HOME program administrator should redesign its HOME application to reflect this gpproach.
Under the description of the proposed program, subrecipients could be asked to describe the
community need, the activity, the client-based outcomes, and the measurement tools for
evauation.

If it is an exigting program, the RFP can ask subrecipients to describe outcomes of the
exiding program, include a best practice or case study that describes the work, and discuss
broader community impact of the program.

It should be made clear in the gpplication that results of the evauation reports will be
mede available to the citizen's committee and/or locdl officids for congderation in reviewing
goplications for funding.

STEP SI X: Incorporating Evaluation into Contracting
and Monitoring

The contract is the commitment to performance and serves as the vehicle to formalize
the relationship between the subrecipient and the funder.  The contracting process may include
pre contract workshops for agencies, which provide technica assistance in developing program
performance measures. Individua assistance could then be provided to help organizations
refine their program scope, outcomes and outputs that are then finalized in the contract.
Reporting should be linked to reimbursement for services, and required &t least quarterly.

Using the Results

A system of measuring performance is only good if it isused. As subrecipients are told
in training, there are multiple purposes for performance evauation. Oneisinternd, for
organizations to make adjusments to programs to improve them. A second is for the community
to understand the impact of programs. A third isfor funders to make strategic decisons about
future funding. An additiona benefit is the increased coordination among funders, and new
collaborative efforts among subrecipients as a result of working together on this process.

Integrating results of individual program evauations into a summary evaugtions or
“report card” is an excdlent information tool. Reports that can now be generated by IDIS are
avauable source of data that can provide the core production information. The IDIS system,
for example, can produce reports on the cost per HOME assisted unit, the status of HOME
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activities, or the satus of CHDO funds by year. Similar reports are available for CDBG in
IDIS. Using the information provides a consstent and reliable source of production data, which
can be supplemented by any outcome or community impact andyss.

Keys to success:

Egtablishing a HOME evduation system can provide new ingghts into the program, or
can be a burdensome extra reporting tool to subrecipients, depending on its implementation.
Some keys to making it work are;

--The system should be flexible and inclusive to address the spectrum of programs and projects.
The outcome measures for arental complex created for graduates of a homeless shelter will be
different from the measures for an infill first time homebuyer project. Evaduation formsthat do
not recognize these differences are merdly frudtrating.

--When program managers are dlowed to design or sdlect eva uation tools for their own
programs, they will do amore thorough job of completing the evauation. Consider dlowing a
“menu of options’ within guidelines acceptable to the funders.

--Program evauation may be costly to both the agency and the funder. Means of contralling
costs should be a high priority. For example, graduate students are great resourcesin asssting
with program evauation. Students receive academic credit while the HOME program receives
the benefit of the research.

--Creating common ground requires team building in the community. Reducing territoriaism,
and embracing teamwork may be the most difficult part of the process.

--Subrecipients have varied levels of expertise in program evauation. Written materias they can
take with them are helpful.

--Traning ismost useful if the trainers and the agencies share some common ground of
knowledge about the programs.

--Lead agency administered programs should bear the same scrutiny as those administered by
subrecipients.

Looking carefully a one's own programs, and the programs of others, isnot easy. An
evauation system cannot be developed quickly, nor mandated to subreci pients without technical
assistance being provided. That said, an evaluation system need not be frightening or
overwhelming, and provides a strong basis for better decision making.
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PART 111
PORTLAND RENTAL HOUSING PROGRAM CASE STUDY

Asisdiscussed in earlier sections of the guidebook, there is a continuum of
practices that can be applied to use an outcomes per spective in strategic planning and
delivery in the HOME Program. This case study describes the practices used in Portland,
Oregon’srental housing program.

I ntroduction

In Portland, OR, asin many cities, the desired results (outcomes) of the HOME
investments were usudly not formaly or fully articulated. There was a sense about the intended
outcomes of programs—some semming from loca needs and some following from the
requirements and limitations of the funding sources. CDBG was arevitdization tool with
prohibitions on new congtruction and first occupancy the only beneficiary requirement; HOME
was an affordability tool with prescribed rent and occupancy requirements. Therewasaloca
recognition of neighborhood and affordability needs. But, the primary focus of program
planning was on performance gods (outputs). Outputs were included in the Consolidated Plan,
they were reported in the CAPER, and they were discussed by the City Council in budget
deliberations. Projects were sdlected through an open door application process that was
driven primarily by the capacity of the devel opers and the project types that met their mission
gods or that they were most familiar with. And, the eva uation process focused on the number
of units asssted.

Then the housng market began to change. Where the prior focus had been on
revitalization, affordability began to emerge asacritica need. In response, the questions, “
Why do we fund the projects we do?’ and “How should we redesign programs?’ focused
attention more closely on program planning and evauation. Over the last five years Portland
has become more strategic in managing its renta housing program and has brought the intended
outcomes of the program more to the forefront.

Portland did not follow atextbook recipe to move toward more strategic program
planning and evauation. Each step built on the one before it, and was designed in response to
political and advocacy pressure, with input of program practitioners and devel opment Sponsors.

Language regarding outcomes can become confusing because so many of the terms are used in common planning
contexts without the specific meaning they have from an outcomes framework. For purposes of this case study, the
following terms are used:

Program goal's (outcomes) describe the intended results of a program. Program goals describe what happens to the
people and places served by a program.

Performance goals (outputs) describe the amount of work accomplished and the characteristics of that work.
Indicators are ways to measure of outcomes. They are measurable qualitative or quantitative signals that an outcome
has been achieved.
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1. Process

Portland' s rental housing program now builds program gods into the program planning
and resource dlocation process. The City uses the vehicle of the Consolidated Plan processto
engage in grategic planning for rental housing usng HOME funds and other resources. The
City defines a variety of program goas (outcomes) and performance god's (outputs) of the
rental housing investment. This process engages the Portland Devel opment Commission (the
program operator), the Housing and Community Development Commission (a citizen advisory
body), and the City Council in a public discourse about the housng market and community
needs, and resultsin the adoption of program and performance goals.

The first step isto develop program gods (outcomes). In Portland, these include:

Low income households will experience reduced housing expense burdens.

Low income households will experience improved sense of housing stability (beless
vulnerable to market rent increases, no-cause evictions, or condominium conversions).
Low income households will experience improved physica housing conditions.

Specid needs populations will have access to housing designed with appropriate support
Services.

Neighborhoods will experience reduced concentrations of poverty or increased economic
integration.

Neghborhoods will experience an improved qudity of life from trangt supportive and
mixed-use devel opments due to decreased reliance on automobiles.

From these program goals, the specifics of arequest for proposa process (RFP) are
developed. Firgt the broad performance goal--number of unitsto be asssted--is determined.
Next ahighly detailed set of performance gods are established and used to prepare the RFP.

The following table illustrates the array of performance goas that the City currently uses.
Each god areais identified dong with the specific characterigtics being sought and the strategy
being employed (numerica god, threshold requirement, preference given or incentives).
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Performance Goals Characteristics Strategy
Housing types Family units Program level numericd god
Program level numerica god

Specid needs units Threshold requirement
More than 8 units of 30%
median income housing must be | Preference given
in mixed income project
Preservation of affordable open
market or project- based Preference given
Section 8 units Preference given
Trangt supportive housing Preference given

Mixed income devel opment
Mixed use development

Income levels served

30% median family income
50% mfi

Program levd numericd gods

60% mfi
80% nfi
Period of affordability 60 years for assisted units Threshold requirement
Geographic limitations Limit investiment in census Threshold requirement
and preferences tracks with concentrations of
poverty
Make invesmentsin Preference given
neighborhoods that have not
recently had asssted projects
Cost per unit and leverage Cogts should be in range of Project level numerica god
smilar projects
Leverage should beinrangeof | Project level numerica god
smilar projects
Developer type CHDO participation Program levd threshold
regquirement
Deve opers contributing Incentives offered
Sgnificant equity

As can be seen from the matrix, the RFP establishes multiple, overlapping and
sometimes competing goas. Thistype of RFP requires a baancing of multiple gods; not every
project meets every god. The City has not weighted gods other than by choosing different
drategies to gpply to different gods.

The RFPisadminigered in afarly traditiona fashion. Sdection recommendations are
made by apand that includes citizens from the Housing and Community Devel opment
Commission, public funders and other members with development expertise. The selection
committee does not use aformal scoring technique, but rather a consensus process which takes
into congderation the technical merits of proposals (capacity, feasihility, etc.), the optima mix of
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projects to accomplish the program and performance goals, and contextual constraints.
Significant congraints have included the range of proposa's submitted, the availability of other
necessary financing (State housing funds, LIHTC and bonds), and resource matching (CDBG
and HOME digibility for certain project types).

The specific characteristics of the project sdlected do become a contractua obligation
on the devel oper--the performance goals (outputs). The program goals (outcomes) do not
become a contractua obligation. In other words, a funding agreement would specify the
number of affordable units, the number bedrooms and the affordable rents, but would not
require project sponsors to demondtrate that tenants moving in are in fact experiencing reduced
housing expense burdens or that a neighborhood' s economic distribution has changed. This
decision semmed both from a desire not to put additiona reporting burdens on project
sponsors, and the recognition that individual projects are not sizable enough to cause some of
the intended outcomes (neighborhood change).
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[11.  Monitoring and Evaluation

The process to measure outcomes has been the dowest component of the planning
cycleto develop. Indicators that all partners can agree to need to be identified, data collection
techniques and relationships will need to develop over time, and resources will need to be
committed.

The City is now beginning to measure indicators of some outcomes at the program leve.
For example, for thefirgt timein FY 98-99, the City conducted a survey of tenants moving into
recently completed rental units. The tenants were asked questions about housing expense
burdens, housing conditions, and their sense of housing gahility.

The City a'so measures indicators of some program gods (outcomes) at a
neighborhood or citywide leve through census or other demographic data. For example, the
City can track income distributions through the American Community Survey and the regiona
share of growth through building permit activity.

The following chart describes the current measurement tool for each program god.:

Program Goal Outcome M easurement Technique
Reduced housing expense burden Tenant survey

Improved sense of housing stability Tenant survey

Experiencing improved housing condition Tenant survey

Specia needs households have access to Consolidated Plan Needs Assessment
housing with services

Reduced concentrations of poverty/ increased | American Community Survey/ Census 2000
economic integration

Improved qudity of life through trangt Building permit data
supportive and mixed use development

Share of regiond growth to maintain qudity of | Building permit data
life

At the end of each funding cycle a cumulative track record of perform-ance gods
(outputs) is evduated. The evauation seeks to acknowledge the context that may have affected
the program’ s operations, (e.g. market factors, developer capacity, availability of other public
funding, etc.). A subcommittee of the Housing and Community Devel opment Commission, the
Housing Evauation Group, is charged with monitoring housing programs and preparing an
annual report. Thisreview processisintegrated into the Consolidated Plan process and can
lead to adjustments of either the program or performance goa's (outcomes or outputs), or in the
drategies used to attract projects which meet established goals.

This monitoring process helpsto identify barriers to accomplishing goas. For example,
the City identified difficulty in attracting projects to meet specia needs housing gods for people
with mentd illness. In studying this further, potentia project sponsors identified uncertainty
about operating costs as the reason they were not submitting development proposals. Thisled
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the City to get more engaged with the State and County funders of the menta hedth system to
advocate for housing stabilization services within the mental hedth funding system.

The process used in Portland offers the opportunity to be much more specific about the
types of intended program and performance goals (outcomes or outputs) than a traditional RFP
that is open to abroad array of project types without differentiation. During the four years that
the City has used this process, the City has changed the type of unitsit funds. Now amost half
the units assisted have two or more bedrooms, instead of the SRO, studio and one-bedroom
units that recelved the lion's share of assstance in the past. The City has dso changed the
income ranges it serves. City funds used to be channeled toward units affordable to households
close to 60% of median income. Now, 75% of the resources go to units with rents targeted to
households below 50% of median.

At the beginning of this shift, there was concern that devel opers might not submit
projects that would support the program gods. After al, recent proposals suggested that
devel opers preferred different projects, but this did not turn out to be the case. The RFPs have
congstently seen two or three times as many proposas as there was funding available.
Devel opers have adapted their proposals in response to the clear message of what types of
projects would be funded.

IV.  Anticipated Changes & Refinements

Portland is satisfied with the Strategic eements of the rental housing program planning,
delivery and evauation, but a changing resource picture may trigger new adjusments to the
program. The City has enjoyed an affordable housing boom thanks to a Sgnificant one-time
generd fund contribution to affordable housing. Those funds are now depleted and replacement
or replenishment isunlikely. The City is aso experiencing adecline in program income levels as
funds have been targeted to meet lower income needs over the past few years. With these
reductions, it is unclear whether the twice-yearly multi-faceted RFP will continue to be the best
way to select projects. More specidized RFPs are being contemplated, though no fina
decisions have been made.

Portland is aso continuing to refine evauation and program planning by developing tools
and identifying data sources to track conditions and outcomes. It is actively using the American
Communities Survey data and devel oping relationships with other data providers (eg school
digricts). Portland is dso building and expanding on interna databases about projects (both at
origination and performance over time), and will continue to refine the tenant survey tool.

Portland is now beginning to gpply the lesson learned in the rental program to the
program design for homeowner rehabilitation and homebuyer programs. These are much more
preliminary, but are beginning again with the questions, “Why do we fund the projects we do?’
and “How should we redesign programs?”’
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V. Summary

Learning to be more conscious and strategic about gods in the rental housing program
has been an evolutionary process over anumber of years. It isan effort that has required staff,
policy makers and partners to commit time and energy and to step back and be open to new
ideas and ways of doing business. It is making a difference in our results—households with
greater needs are being served and affordable rentd housing is contributing to the livability of the

aty.
The Portland experience suggests the following key tips:

Outcomes. Bring the ultimate program gods and objectives to the forefront.

Outputs: Make sure that project sponsors know the characteristics of projects that will be
funded.

Strategies. Bewilling to tailor programsto achieve results.

Evaluation: Develop ways to measure your impact. Start small and build data sources
and evduation techniques over time.



PART IV
PROVIDENCE PERFORMANCE FORMULA FUNDING
CASE STUDY

. BACKGROUND AND HISTORY

The City of Providence, Rhode Idand, haslong provided administrative support for
non-profit organizations working to provide housing for lower income resdents. Every year as
budget discussions began, these organizations came to the city with funding requests based on
funding levels of the previous year; and every year, the issue of how much housing production
the city was recelving from that funding was the unasked question. 1n 1998 the question finaly
got asked and answered.

In 1998, the Providence City Council directed the staff regponsible for administering
housing programs to design a funding formula based on how many units were produced and
then fund based on that output measure.

To fully understand the implications of that directive is alesson from which every
community wrestling with administering effective programsin ahighly charged politicd
environmert can learn.

Providence City Council members are elected by wards. Wards are made up of
neighborhoods. The community development corporations receiving funding (thirteen in
number) were dl operating at the neighborhood level. The challenge was to design asystem
that would be percelved asfair and equitable by dl parties involved while still accomplishing the
god of increasing the production of affordable housing unitsin the city asawhole.

The process that was used to design the performance formula funding and the dements
of the system that was ultimately adopted by the City Council and is currently being
implemented are important to highlight.

1. The processwas open, inclusive, and consensua

2. Changewill occur over athree year period

3. Theformulaincduded a hold-harmless dement that gradualy reduces dependence
on entitlement as abadis for funding

4. Initsinitid implementation, only one measurement (production of units) was used.
It was ample, rdatively easly quantifiable, and uncomplicated

5. The key staff member assgned to the project was trusted by the non profit
community

The process has been in place for two funding cycles and is beginning to show the
desired results. Discussions about making changesto the system are just now
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occurring. Mogt of those discussions concern adding some policy consderations, such
as type of unit being produced, to the formula.

Il. PROCESS/SYSTEM

A working group was formed that consisted of key staff members from the City’s
housing/community development department and the recipient community devel opment
corporations. Over aperiod of six months, the group discussed

*what eements should be included in the formula;;

*how to weight those dements;

*how to avoid disruptionsin annud budgeting for the non profits;

*how to phase in the system;

*when to count a unit as having been “ produced’;

*and what kind of technical assistance the city needed to provide to the non

profits

Elements and Weighting

Asin most communities, Providence community development corporations (CDCs)
(mostly dl CHDOs as defined by the HOME Investment Partnership Program) perform awide
range of housing activity. Some assst homeowners requiring everything from minor
rehabilitation ass stance, such as specification writing and contractor oversight; others do magor
rehabilitation and resde. The organizationa effort required to accomplish these different tasks
varies greetly.

To reflect those varying degrees of effort and difficulty, the working group came up with
gght separate performance categories and assigned a separate unit weight to each. The lowest
weight of 0.2 was assigned to rehabilitation of $1-5,000 in existing and occupied units. The
heaviest weight of 1.0 was assigned to a vacant home rehabilitation or new congtruction of
$15,000+ per unit that was purchased, rehabilitated, and resold or rented by the CDC. Six
other categories were assigned to various rehabilitation and congtruction activitiesin between
these two.

The formula produced isrdatively smple. Thetotd “weighted” units produced for al
CDCsin that year isdivided by the totd dollar alocation for administrative support for that
year. That produces adollar value per weighted unit. Each individual organization’s number of
units produced that year multiplied by the dollar valuelweighted unit yields afunding leve for the
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year based on production. That isthe first step in determining the totd leve of funding for the
CDC for that year.

For example, if anon-profit performed light rehabilitation ($1-5k) on 20 unitsin Year 1
of implementation of the program, 25 unitsin Year 2, and 30 unitsin Year 3, the totd number—
75 units—would be multiplied by the weight for that ement—ypoint 2 (.2)—to arrive at atota
number for that non-profit.

Avoiding Disruptionsin Non Profits Annual Budgeting

The next chalenge for the working group was to determine how the new system would
provide administrative funds for the activity in away that would be consstent and not be
disruptive to the yearly budgets.

It was important to the working group that yearly funding would not be predicated on
the bassof brief “sngp shots’ of activity. Weether, the availability of unitsto be rehabilitated,
difficultiesin securing clear title to property in older city neighborhoods, and complications
arising from the nature of congtruction itsdlf al impact on producing completed units. None of
these easlly fit into the budget cycles established by program adminidirators.

To overcome that difficulty, the working group decided that arolling total of three
completed years of activity would best reflect production. When a completed new year was
added annudlly, the oldest of the three years would be dropped. Thisisthe second stepin
determining the funding an organization receives.

Phasing in the System

Since the City of Providence requires that housing rehabilitation and congtruction activity
be congstent with the Consolidated Plan, strategic neighborhood plans, and the Providence
Plan (acity-wide comprehensive plan implemented, in part, with public bond funds), changes
taketime. To dlay the fear of some CDCsthat, under this new system, they could be out of
business as soon as the next year after implementation, the working group established a
trangtion period of three years to gradualy phase-in performance-based funding. CDCs
would, over that three year period, be “held harmless’ and receive a decreasing allocation
based on the amount of funding they had received in the 1998-99 budget cycle. Inthefirgt
year, funding would be 80% of that amount; in year two, 60%; in year three, 40%; and in year
four, 0%.

To implement that decision, the dollars needed to fund the “hold harmless’ part of the
formulain thefird three years are subtracted from the total adminigtrative dlocation, then that
resulting number is divided by the number of “weighted” units produced to determine the dollar
vaue of the “weighted” unit produced.



Defining When a Unit is* Produced”

To smplify the varying definitions of when a unit is actualy produced and to avoid
double-counting, the working group agreed to count a unit as produced at the point that it is
actualy occupied, and not just available for occupancy. This decison grestly smplifies
reporting and avoids double counting units. At the end of a program year, housing unitsarein
various sages of completion. If the system only alows those housing units thet are finished and
occupied as of the end of the program year, there is no confusion whether a unit “counts”.

Technical Assistance

Changing a funding alocation to reflect production changes the nature of the business
that non profit organizations arein. Some of the non profits operating in Providence were doing
many other activities in their neighborhoods besides producing housing. Staffs appropriate to
housing production were not necessarily in place or those in place were not adequately trained
to be successful in producing housing. The City of Providence is working with these
organizations to help them meet their production gods, primarily by providing training. City
officias dso helped them identify and secure other sources of funding in addition to city funding
S0 that non housing related activities can continue to be funded.

I11. SPECIAL CONSIDERATIONS

Timing iseverything. That is something each dity trying to integrate performance-based
measurements into funding decisions must take into consideration. Three specid Stuations were
in place in Providence that alowed them to be successful at the point in time the city decided to
make change. These specid Stuations provided some “political cover” for elected and
gppointed officids and brought everyone to the table, mutualy intent on accepting change of
some nature in the status quo.

These three Stuations were: For some time, the U. S. Department of Housing and
Urban Development had been encouraging Providence to key funding decisions toward
increasing the production of housing. Multiple monitoring reports raised the issue to the level of
attention of eected officias, which alowed them to share the “blame” with outsders.

Second, the Providence Plan, which had added $25 million to the overal amount of
housing resources available, was amost out of money and there was awidely-held
understanding thet leveraging and maximizing remaining resources must drive future funding
decisons. This pressure made the need for a production-driven, performance-based funding
formula easier to accept.

Third, there was a change in the city staff leadership that brought new, fresh playersto
the table: new players with new ideas, no loyalties to the status quo, and unique perspectives.



Those three conditions helped ease the usual resistance that change in the way things are
done dways brings.

An unintended consequence of the implementation of performance-based funding that
the City did not anticipate is that some of these non profits have turned to producing rentd units
using low income housing tax credits because that type of development provides more revenues
through developer and management fees than single family homeownership units do.

V. MONITORING AND EVALUATION

The City of Providence designed the performance- based system with monitoring and
evauationinmind. Itistied in to existing reporting requirements and verified by the same Saff
who worked on the design of the system itsdlf.

The previous two years of reported completed and occupied units were accepted “on
honor” and were not verified in thefied. Whatever was reported by the organizations was
accepted at face vaue. The Year 1999 units, however, were verified in the fidd by city staff.
All future years unitswill be verified in the fidd.

V. CHANGESAND REFINEMENTS

Before the City Council adopted the plan as presented by the working group, they
made one change. It isthe only ement of the formula that reflects policy and messures
outcomes, not just output.

The City of Providence has gods in place that are meant to encourage the hiring of
minorities and women contractors for construction projects that are funded with city assistance.
Those goas are 10% for women hires and 10% for minority hires and each must be met. The
City Council wanted the CDCs funding to reflect these godls.

If these goals are met, the impact on the formulais neutrd. If they are not met, funding
is decreased up to a maximum of 20%.

During discussions of the working group, the idea of incorporating policy issuesinto the
formula (eg., consdering not just outputs—housing units completed, but aso outcomes—
increesing sdf-aufficiency of families by sabilizing therr housng situation through
homeownership) wasraised. The City wanted to incorporate them into the formula, but the non
profit organizations did not. The organizations were concerned about the difficulties of
quantifying relative weights in afair and equitable way.

Because of the potentid for the entire effort to fal gpart if the formula was not agreed
upon by both sides, the City dropped the discussion &t that time. There has been sometak
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recently, however, that implementing city-desired outcomesis an important issue and the City
intends to re-vigt the formulato that end.

Alternatively, ingtead of changing aformulathat gppears to be working, the City may
decide to provide specia set-asides to implement desired outcomes.

The other potentid change in the formulais the issue of neighborhood economics. Itis
more difficult and codtly to develop affordable housing in some neighborhoods than it isin
others. The current formula does not address that discrepancy.

If Providence does re-vist the formula, they will dlow afull year for discussons before
implementation. And the same process will be used.

V. SUMMARY

Setting up a performance-based measurement system requires a shift in perspective
from activity-based accountability to results-based accountability. That shift in perspectiveisa
change that impacts people—nhoth the people who ddliver the services or product and the
people who recaiveit. It isaso ashift thet is happening in apolitical environment with 2to 4
year cycles. few desired results happen in that short acycle.

When initiating any kind of change that impacts people, planning for that change
becomes paramount.

So far, Providence has doneit right. In terms of producing results, it istoo early in the
implementation of the program to determine whether the non-profits will increase production of
affordable housing units and whether the political pressure that results after the “hold harmless’
period ends will be ressted.

However, initid results are encouraging. Here are some of the guidelines the City of
Providence followed to achieve those results.

1. Involve those who need to help carry out the change in the planning of the change, including
both those ingde the organization and those outside. It is very important that design teams
include program adminidirators, partners who will ddiver the products or services, and in
some cases, recipients of that product or service.

2. De€fine people' sroles clearly. Someone must bein charge and take lead responsibility. For
best results that person must come from the ranks of top management. If top management
does not “buy in”, the likelihood for success and sustainability of the system decreases.

Top management is generdly the office that controls budgeting decisons. Since peopl€'s
time and money must be dedicated to the effort for it to succeed, top management must be
involved.



3. Clearly articulate the gods of the change. Begin a the beginning: If the partnersinvolved
go through a gtrategic planning process thet resultsin a dearly defined misson and godsfor
the project, each entity involved will have a clearer idea what success means and whether it
is achieved.

4. Determine what achievement indicators will measure success. Agreaing a the beginning of
the process what the desired results will be and how they will be verified is difficult, but can
be very powerful and unifying and make the difficult work ahead less so.

5. Send the results of the srategic planning process in writing to al those who will be
responsible for implementation. It isimportant that there be awritten record of the
work plan and that each member of the implementation team has a copy. Putting
information iswriting aso helps clarify thoughts and ideas and reduces the possibility
of misnterpretation.

6. Address peopl€ s needs; disrupt only what needs to change to reach the goals; respect
exising relationships, work settings, preferred work procedures, group norms. If any
parts of the existing way of doing business can be used, use them. Everyonehasa
comfort zone; try to take advantage of what isworking in the current system so that
those comfort zones are disturbed as little as possible. People aso fear loss of rights
and status because of the changes being made. Those are redl fears and should be
recognized. Look for areas of agreement among the team and build on those. Itis
equally important to be open and honest with everyone who isimpacted by the
change.

7. Desgn flexibility into the process, design adequate time into the process. Itis
important to alow sufficient mental and emotiond adjusment time. 1t dso
takestimeto build trust. Additiondly, setting up a“ punishment” or even a
“reward” plan before the new system is adequately tested can undermine the
effort. If thereisflexibility designed into the system at the front end, adjust-
ments can occur as the system isimplemented.

8. Schedule periodic work sessons for the design/implementation teams. Thiswill dlow for
changes as the process reveal s issues and results that were not anticipated. It dso dlows
for building relationships among the partners.

9. Traning, forma and informal, should be provided for those implementing the new system.
Skill development isimportant if the system isto be indtitutiondized.
Giving people the tools to do their best will require that both informa and formal training be
provided at various stages in the process.

10. Set up asystem for periodic evauation of the results. Then use those evauations
to affect future funding decisons.
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