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COMPTROL.LER GF.NERAJ... 0;:' 'THE: UNIl'EO S'TAn::s 

WASHINGTON, D.C, 2.0~ 

The Honorable B~rt L. Talcott 
House ~f Representatives 

Dear Mr. Talcott: 

Ir; acc(Jrdance with your request of June 26, 1974, and 
subsequent discussions \¥ith your office, we studied the 
comparative costs of providing housing under two subsidy 
programs--the section 236 rental-housing program and the 
section 8 leased-housing program--administered by the 
D~partment of Housing and Urban Development. 

\ve based our analysis on the comparati;:e costs of the 
two programs 2t four counties--Allegheny (Pittsburgh), 
Pennsylvaniar Durham, North Carolina; Peoria, Illinois; 
and San Bernardino, California. We devised our approach 
with the assistance of. a consultant in the housing economics 
area. We presented our methodology, assumptions, and obser
vations to a panel of sev~n consultants in the housing area 
who agreed that Ol;;r approach was sound and our observations 
valid. 

Our study of th~ comparative costs of the two programs 
resulted in the following observations. 

1. Federal sUbsidies for section a existing housing 
units are less than subsidies for sections-3 or 236 
new housing units. . 

2. When comparing first-year costs tor new housing 
units on a per unit basis: 

--Subsidy costs under the two programs will vary. 
The subsidy was less for section 8 housing at 
two of the four counties studied, but the sub
sidy fer 236 housing was less at the other two 
counties when all families eligible under each 
progr'lm I s a ifredng ren ts and elig ibili. ty cri
teria were housed in new housi~g units. However, 
we question whether the results of this cost 
comparison should be used, because the programs 
arc housing different numbers of families having 

RED-75-350 



·8-171630 

different incomes and requHlng different numbers 
of bedrooms. For example, in peoria almost four 
times as many families are eligible for section 8 
housing as are eligible for section 236 housing_ 

--Section 8 subsidies were less than section 236 
subsidies, when comparing the subsidies incuired 
in housing the same eligible families under each 
program's differing rel!ts. Howe'rer, there are 
indications that the Department's proposed fair 
market rents for new section 8 housing units may 
be too low. .. 

--Increases in proposed fair market rents for new 
section 8 housing units reduce the cost differences 
between the two programs for housing the same elIg
ible families. When section 8 fair market rents 
equal section 236 project rents, Federal subsidies 
are about the same. 

3. The section 8 housing program is more flexible than 
the 236 program because it can (~) use existing 
houRing, (b) serve a larger number of families and 
more very low income persons, (c) provide automatic 
rent adjustments each year to compensate for increases 
in operating and maintenance costs, and (d) use more 
forms of construction financing. 

Also it should be noted that toeal ~ede~al subsidios 
required to house all families eligible for the section 8 
program in new housing units are greater than ~h~ subsidies 
required to house all families eligible for the section 236 
program in rew housing. The difference in total cost can 
be attributed, in part, to tte programs' differing eligibility 
criteria which result in more families' being eligible to 
participate in the section 8 program. 

We briefed your office on the results of our ~tudy on 
l''larch 17, 1975. At that time~ your office asked that we give 
you ~opies of the charts and related material used in our 
briefing for use durin~ the Department's appropriation hearings 
scheduled in April 1975. Accordingly, we are including copies 
of the documents used in the briefing--the charts and a brief 
explanation of the charts (see apfs. I and II)--which outline 
our study methodology and the programs' comparative costs 
under several assumptions. we are also including additional 
information on renter households (see aiP, III) and elderly 
households (see app. IV) for the four counties included in 
our study, ~hich your office requested at the briefing. 
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~s you know, the Chairman of the Subcommittee on 
HUD-Independ""nt Agencies, House Committee on /l~:,(opriationsr 
made an identical request for a study of the comparative 
costs of the two programs. Accordingly, we are sending 
copi({s of the enclosed mater ial today to the Subcommittee. 

We did not give the Department an opportunity to 
formally comment on the matters discussed in the study. 
However, as your office instructed, we briefed Department 
officials on the results of our work, and we evaluated and 
considered in our study the comments Department officials 
mftde at that briefinq. However, Department officials said 
that the complex subject matter of th~ study woula require 
a detailed analysis of the methodology we used and assump
tions we made before they ~ould express a& opinion on the 
validity of our observations. 

We do not plan to distribute the resultso.f: our sellc.'!y 
furthet unless you agree or publicly announce its contents. 

Sincerely yours, 

Comptroller Gen8ral 
of the United State~ 
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APPENDIX! APPENDIX'I 

EXPLANATION OF BRIEFING CHARTS 

CHAR'!' l--C9NGRESSIONAL REQUEST~ 

Congressman Burt L~ Talcott and the Chairman of the 
Subcommi tt<:!e on HUD...,Independent Agencies, Houee Coraittee 
on Appropriations, asked GAO to study' the comparativ'llt 
costs of the sections 8 and 236 housing pJ:ogr&msof t~e 
Department of Ho~sing and Urban Development (HUD). 

HUD. h,ad compared the total annual subsidies of t"lO of 
its subsidized housing programs--sections 236 anu revified 
23--and had conc.luaed that ... he revised 23 program \\'&& not 
morE expensive than the section 236 program. The Congres
sional Research Service, however, after analyzing HUD~8 
study concluded that the revised sectio~ 23 pro9x~m wa~ 
more expensive. This difference of views led to the 
request i()r' GP.O' s study. 

Section 236, which Wi'S added to the National lfoIJsimJ 
Act (12 U.S.C. 17l5z-1) by section 201 of the Housing and 
Urban Devel '')pmen t Act of 1968, author ized a program under 
which housing units would be provided to low- and moderate
income famili.c!2, The Housing and Urban Ot.!velopment Act of 
1965 a~ded to the United ,States ~ousing Act of 1937, a 
section 23 (42 U.S.C. 1421b) wh~ch provided for leasi~g 
privately owned housing. 

Because endC tlTIen t of th.:! Haul.> ing and COE!u~I.:u;,i ty Develop
ment Act of 1974 est.:'~l ::'shp-C:; a nel</, successor prograliil to the 
section 23 program--the aeetion 8 program--we agreed to com
pare estim,3ted COGts of the sect.ion 8 progc(:llll and of the 
section 236 prog r am as it e)dsted before the Housing ~na 
Community Development Act of 197~ was enacted~ 

The charts discussed in this appendix refer to ~~e 
briefing charts contained in appendix 110 

CHART 2--0BSERV}Vl'IONS 

1. Federal subsidies for section 8 existing units are 
less than subsidies for sections 8 or 236 new 

. housing units. 

2. When comparing first-yea! costs for new housing 
units on a per unit basis: 

--Subsidy costs under the two programs will vary. 
The subsidy was less for section 8 housing at two 
of the tour counties studied, but the subsidy for 
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236 housing was less at the other two counties 
when all families eligible under each program's 
differing rents and eligibility criteria were 
housed in new housing un! ts. However t we question 
whether the results of this cost comparison should 
be used, bec~~se the programs are housing different 
numbers of families having dif;erent incomes and 
requiring differertt numbers of bedrooms. For 
exawple, in Peoria, Illinois, almost four times 
as many families are eligible for section 8 
housing as are eligible for section 236 housing. 

--Section 8 subsidies were less than section 236 
subsidies, when comparing the ~ubsidies incurred 
in hOllS ing the same e1 19 iDle fami! ies under each 
program's differing rents. However, there are 
indications that ~UD's proposed fair market rents 
for new section 8 housing units may be too low. 

--Increases in propos~d fair market rents for new 
section 8 housing u~its reduce the cost differences 
batwecn the two programs for housing the same 
eligible familial. When section 8 fair market 
rents equal section 236 project rents, Federal 
subsidies are about the same. 

3. The section 8 housing program is more flexible than 
the section 236 program because it c~n (a) use 
existing housing, (b) serve a larger number of 
families and more very lOVJ income pers<)ns, (c) provide 
annual automatic rent adjustments each year to compen
sate for increases in operating and mainten~nce costs, 
and (d) use more forms of construction financing. 

CHART 3--PRO;LEMS WITH HUD COST COMPARISON 

With respect to HUD's cost comparison of the sections 
236 and r<wised 23 programs, it BhoulcJ be noted that HUD 
used a single figur~ fbr family size and two income figures 
to d~termine cos ts for the two progr oms. fWD I S figures 
could accurately represent the actual mean family size and 
income le?els but still result in inaccurate cost figures 
because different distributions (or mixes) of incomes 
and/or family sizes could have the same means but produce 
considerably different cost figures. GAO's analysis showed 
th.lt both pr0grams' costs were extremely sensitive to the 
mixes of family sizes and incomes. 

2 



'PEND:tX I APPENDIX I 

F~rther, HUD's cost calculations were based on a single 
ross rent rigur€!. The costs of building, operating, and 
aintaining rental units vary widely throughout the Nation. 
his wide cost variation is reflected in greatly different 
evels of gross rents in different partp of the Nation • 

. gain tHUD' s gross rent figure could accurately estimate 
:he national mean rent, but because ho one knows where the 
lnits will actually be built--North or South, rural or urban, 
:i ty or suburban---costs of housinq progr.ams based on a 
;ingle mean figure could be inarcurate. 

'l'~e recognize that informatiun about the locations of the 
lnits to be built under the programs must be obtained before 
m accurate natiomdde cost estimate c~n be made. And 
)ecause such information is currently unobtainable, we com
~uted cost estimates for four different areas of the Nation, 
:0 illustrate the degree to which costs will v~ry. 

:HART 4--GAO APPROACH 

GAO: 

1. Selected four counties to repre~ent different parts 
of the Nation. 

2. D~te!mined eligible famill~s, by income groups and 
famil} siz~s, for each location. 

3. Identified progrnm characteristics affecti~g costs. 

4. Developpd subsidy cost formulas for each program on 
the basis of the identified program characteristics. 

5. Hade assumptions and testeJ the sensitivity of the 
asnumptions. 

6. Comrmt.ed, usin9 var ious assumptions p average first
year unit costs to house those eligible in each 
locaU.on. 

"1. Er,timated indirect costs, including administL:"ative 
and foreclosure costs and taxes foregone. 

8. Devised its approach with the assistance of a con
sultnnt in the housing economics area. GAO prp.sented 
its ~ethodologyr assumptions, and observations to a 
panel of seven consultants expert in the housing 
area, and they agreed that GAO's approach was sound 
and its ob2ervations valid. 
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CHART ~~~FOUR COUNTIES SELECTE~ 

GAO selected four counties--Allegheny (Pittsburgh),' 
Pennsylvania; burham, North Carolina; Peoria; and San 
Be·rnard ino, Cal ifornia--to r€£presen t (1) dif ferent par ts· 
of th~ Nation and (2) locations where section 236 projects 
were constructed. These counties r~pre$ent cities in the 
East, South, Midwest, and West; 

CHART 6--TOTAL NUMBER OF 
RENTER HOUStHOLDS IN PE6RIA 

Before costs can be compared, the el i9 iblepopu.lation 
must be identified. HUDts Economic and Market Analysis 
Division had adjusted 1970 census data for underreported. 
incomes. We projected the total population for the four 
counties to December 1974. 

Although homeowners may be eligible for either program, 
we considered only renters in our cost study. We believe, 
and HUD concurs, that it is unlikely that many homeowners 
will choose to leave their homes to live in housing projects. 

We now had the number of total renter households, by 
household sizes and income.groups, in each of the four 
counties as of December 1974. We converted the data to the 
number of households by incoille groups and the number of 
bedrooms required. The information far Peoria's 21,011 
renter households is shown by briefing chai~ 6. (See 
p. 19.) 

CHART 7--ELIGIBILITY CRITERIA 

The popHlation da ta WaS now in a \iOt kable furmat. Our 
next step was to determine what portio~ of the renter popu
lation in each of the four counties was eligible for each 
program. 

Th~ Hou~ing and Community Development Act of 1974 
established two eligibility criteria for section 8 hOllsing: 

-'-The program is to serve only lower income families 
(families whose incomes 00 not exceed 80 percent of 
che area median income). 

--30 percent of the units must be initially occupied 
by very low income families (families whose incomes 
do not exceed 50 percent of the area median income). 

4 

/ 



APPENDIX. I APpENDIX I 

Because HUD had not finalized, at the time of our 
fieldwork, procedures for adjusting ar0a median income by 
different family sizes--one of the ele~ents in determining 
eligibility--we devised our own method. Under this method 
families were considered eligible if 2Spercent of their 
monthly i~comes were less than hUD's proposed section 8 
fair market rents. The Congress has recogn:zed that families 
should not be required to pay mor~ than 25 percent of their 
monthly incomes for standard, mod0st housing provided under 
Federal programs. 

HUD later published procedures for adjusting median 
income. We compared the results using HUD's method and our 
method, and there was no major difference •. 

We determined the number of families ~ligible for 
section 236 housing in each of the four counties by a~plying 
the eligibility criteria established primarily by program 
legislation. The eligibility criteria are: 

1. During initial occupancy only those with incomes 
of less than 135 percent of the local low-rent 
public housi~g income limits are eligible. 

2. No more than 20 percent (40 percent in exceptional 
cases) of the units may be occupied by families 
which require rent supplements to assist th~m in 
meeting the basic rents. (Defined on p. 6.} 

3. During initial occupancy all families to be 
eligible must have enough income to pay 30 percent 
of the basic rent. 

Briefing chart 8 (see p. 21) shows the 14,720 renter 
households eligible for section 8 housing in Peoria ~y 
income groups and required number of bedrooms. 

CHART 9--SECTION 236 ELIGIBLE 
RENTER HOUSEHOLDS IN PEORlf~-

Briefing chart 9 (see p. 22) shows ~~e 3,714 renter 
households eligible for section 236 housing in Peoria by 
income groups and requited number of bedrooms. Briefing 
charts 8 and 9 show thot almost tour times as many hous~
holds are eligible for section 8 housing i~ Peoria as are 
eligible for section 236 housing. Also, all the lowest 
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income families are eligible for section 8 housing but not 
all are eligible [or section 236 housing. 

CHl~RT lO--PROGRl'.t·\ CHAR:\C'rERIST.~CS 

~~s:!·J:9~3l~_~~~.~J: ~5LEr 23 ~ 

Under the section 236 program HUD ~S authorized to 
insure privately fina~ced mortgage loans for Gonst(ucting 
or substantially rehabilitating FulLifamily housing pr0jects 
and to pay, on behalf cf the mo·tgagors r the mortgage insur
ance premiums and the interest on t.ile mC';. tg.3~e loans over 1 
percent. Because HUD maKes these paYffi~nts--called interest 
reduction payments--it establishes a basi~ monthly rent for 
each housing unit that is lower tha h WOG1d apply if the 
project received no Federal assistance. B~sic rent is the 
rent necessary to Lecover housing ope[a~tng COSt plus con
struction cost financed under a mor~~age having an interest 
ratp c< l gercent. 

HUD is also authorized to subsidize those families 
which cannol pay the basic rents by paying the differe~ce 
between the basic rents and the rents the ~amilies can pay. 
This subsidy is called rent supplement. 

Section 8 ot the Housing and CC'm~unity I"'!:I!elopment Act 
of 1974 authoriz~~ a program wbereby HUn ~ou11 make assiEt
ance payments to public housing agencles and private owners 
to previdE" exi.:5ting, nevlly constructed, or suhstantially 
rehabilitated single family and multifamlly h0using tor 
lower and very low income families. The construction or 
substantial rehabilitation ~f housing ~nits is elisib!e 
for financinq VIi til mortgages ~nsllred under the National 
HOllsing Act. Other eligible financing includes COllven
tional loans, ~aK-exempt bonds, and State-backecl loans. 
Und .. ~r the l?[ogr ... 'n1, ::,'0 wiU pr.)vide rent subsidi.ed to the 
housing unit ownc~s. The subsldie~ wlll be based on f~ir 
market rents for comparable standenl hOllsing'.lilitf:.:is 
eBt~~lished by a HUD survey of t~e Ioedl hcusing market 
arp.j. 

CBAHT ll--SUBSIDY CC 51' FCR1·lULAS --. -------------- --... -~~-.---

\~e classified the costs incurre~ by the Fe,-lQra~. 
~?verpment in o~erating the sections P an~ 236 ho~~in9 
?t 0 grams into two categoriAs. Costs BUD incurred directly 
in ::.'lbsidizing tenc:nt rents, mortgage int·:rcst, emu 
insur "'ace costs i->lere classified as subsidy costs. All 
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other costs--administrative and forccl.:)sure costs and taxes 
foregone--were classified as indirect costs. To compute 
the costs of housing eligible families under each program, 
we developed formulas based on (1) the 1974 section 8 
legislative provisions and (2) internal HUD instructi.ons 
for section 236 housing. 

~~c;~ion 8 housin9. 

The formula for determining the Feder21 subsidy cost 
of the section 8 progr~m is shown on briefing chart 11. 
(See p. 24.) 'filt? E'ubsid'l is basically the difference 
between the fair market rent for standard, modest housing 
and some percentage of family income. The rent charged by 
th~ owner of section 8 housinq must be within limits 
established by a HUD survey o~ fair market rents in each 
county in the Nation. The percentage of income that must 
be paid by the family +:oward rental of the unit will rang(! 
from 15 to 25 percent, depepding upon the family's income 
and size •. ~here is no subsidy when the fair market rent for 
the unit is less than 2~ percent ot a family's income. By 
considering the fair market rents HUD proposed and incomes 
and bedroom-number needs of. elig ible famil ies, we estimated 
subsidy cost& fer housing all eligible families in section 
8 housing in the four counties as of December 1974. 

Section 236 housin2 

The formula for determining the Federal subsidy for 
the section 236 program, shown on briefing chart 11 (see 
p. 24), consists of two elements: a mortgage interest and 
insurance subsidy and a rent supplement subsidy. We obtained 
the histo-tcal costs for existing section 236 projects in 
each of the four counties and updated the costs to determine 
the cost to construci and operate new spetion 236 housing 
for all eligible families as of December 1974. 

We computed the monthly market and basic rents for new 
Anita, by bedroom number (efficiency, one bedroom, etc.) 
using HUD's section 236 program rent formulas. 

We based monthly market rents, according to the rent 
formula, on (1) the mortgage amount necessary to finance 
construction at the cut-rent market interest rate, (2) 
operating costs, and (3) mortgage insurance premiums. 

Month:j basic rants.were based on (1) the mortgage 
amount necessary to finance construction at a I-percent 
interest rate and (2) operating costs. We based operating 
costs on the average ratio of total expenses, taxes, and 
reserves to total project replacement costs from the 

7 



APl'E.IDIX I APPENDIX I 

existing section 236 projects. ~e also used average ratios 
of the percent of equity invested and occupancy rates from 
existing projects in computing operating costs of new units. 

We computed the first-year section 236 subsidy--mort~ 
gage interest and insurance subsidies--by deter~ining the 
difference between the annuQ~ market rents and basic rents 
and added the sum of the rent supplements--the net amount 
that basic rents exceeded 25 percent of family income--if 
any. 

CHART 12--0THER ASSUMPTIONS 

In addition to the assumptions mentioned previously-
only renters were included in uur cost comparisons, the 
entire eligible population in the four counties were housed 
as of December 1974, and the costs represented the first-year 
new housing costs only--we made other assumptions r including: 

--t!!:!l.!ifamil,y Ylalku£::.!:~ housin~. In '..!0mputing subsidy 
costs we used this type of construction because it 
can be us€d in both programs and t~ more likely to 
be used for section 8 scattered-sIte construction 
than elevator-type housing. 

--f:!0rtga51~_in§'.':l.£an.Ee finuncin9' \'le chose to use this 
rnedns of financing new hOUSIng because it is the only 
type of financing which can be used under the section 
236 program; it can also be used under the section 8 
program. 

··-f:lm~ted-dfv~~end_.§l2~'££. Both programs permit. 
11mlted-dlvlaena sponsors to o~n new housing. In 
addition, a major part of existing section 230 housing 
is owned by limited-dividend sponsors, and HUD antici
pates that '.,ost section B sponsors will be profit 
motiva t~d. 

CHART 13--INDIRECT COSTS 

All costs other than direct subsidy costs were classified 
as indirect costs. These consisted of administrative and 
foreclosure c6~tG and t~xe6 foreg?ne. The cost differences 
between the estimated comparative admip~ "ative and 
foreclosure costs for each program were cilftall. 

With respect to taxes foregone, there were no major tax 
differences between the two programs, except for ~he ~rollover~ 
and recapture of accelerated depreciation ~rovisions under 
the section 236 program. The rollover provision states that, 
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if an owner of a section 236 project sells the project to 
his tenants and buys another section 23~project, the capital 
gains tax on the first project need not be paid until the 
second project is sold. This is equivalent to an interest
free loan of the amount of capital gains tax for the life of 
the second project. 

The rollover provision could greatly increase the taxes 
foregone for the section 236 housing program. However, 
rollover costs should not be included in any cost comparison 
of the two programs. We believe--and our consultants agree-
that it is unlikely that owners of section 236 projects will 
meet the conditions of the provision, especially since nun . 
has determined that new section 236 housing will be provided 
only in rare situations. 

Another tax difference between the two programs is the 
holding per fods required to avoid pay ing the increased 
taxes that normally would have accrued under conventional 
depreciation methods .. Section 8 housing is required to be 
held 16-2/3 years to avoid recapture of accelerated depreci
ation, but section 236 housing is required to be held only 
10 years. ' 

We did not co~sider the above difference to be important, 
however, becaUSe: 

--The law providing favorable recapture of accelerated 
depreciation fo~ section 236 housing expires January 1, 
1976. After that date there will be no differences 
in the recapture provisions of each program. 

--It is questionable whether any new section 8 projects 
wi.ll be completed and leased before the favorable 
provision expires. 

with the exclusion of taxes foregone, there are no major 
differences in the indir.ect costs of the two programs. We 
therefore excluded indirect costs in making our cost compari
sons and based our observations on the Federal subsidies 
incur red under each of the programs. 

CHART 14--SECTION 8 EXISTING UNITS 
COST _~ESS _~HAIrN EW UN I'I'S, PEORIA --

One difference between the sections Band 23f programs 
is that the section 8 program provides assistance to eligible 
families housed in existing housing. (Both programs provide 
assistance for housing eligible families in newly constructed 
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or substantially rehabilitated housing. HUD's proposed fair 
mar ke t rEnts for substantially rehabil ita ted hous ing are the 
same as for newly constructed units.) The monthly fair 
market rents HUD proposed for section 8 existin~ housing are 
much les~ than the rents it proposEd for section 8 newly 
constructed O[ substantially rehabilitated ho~sin9 units. 
For example, the rents HUD proposed for two-bedroom, 
nonelevator or walkup units in the fnur counties were: 

Peoria 
Durham 
P_ttsburgh 
San Bernardino 

Rents for 
!,-,xisting units 

$170 
169 
l4~ 

156 

Rents tor 
new uni ts 

$214 
177 
232 
198 

Although the monthly market rents calculated for the 
section 236 projects varied, depending on the various a~sump
tions used, the calculat~d rents were always much higher than 
the section a rents for ex isting uni ts. Therefore, when 
existing section 8 units are used to house eligible families, 
the Federal subsidies will always be less than the subsidies 
fOl: housing the same families in new uni ts constructed under 
~ither the section 8 or the section 236 program. 

Briefing chart 14 (see p. 27) shows the difference in 
the annual subsidy for each unit for section 8 existing and 
newly construct~d units in Peoria. 

CHART lS--NEW UNITS - DIFFERENT ELIGIBLES AND 
DIFFER~NT RENTS - NO CONCLUSION 

vihen the subsidy incurred in housing families eligible 
under section 8 cri.teria, using section 8 proposed rair 
market rents for newly constructed units, is compared with 
the suhsidy incurred in housing families eligible under 
section 236 criteria, using section 236 calculated market 
rents, the results are mixed. The annual subsidy for each 
unit is lESS for section 8 housing in Peoria and San 
Bernardino but less for section 236 housin3 in Durham and 
Pittsburgh. Briefing chart 15 (see p. 28) shows the subsidy 
cost at each location. 

The differences are due to complex interrelationships 
amo'ng severa.1, factors including differences in: 

--Th2 number, incomes, and bedroom requiremen~s of 
famili~s eligible under each program. 

--The housing markets in the four coun.ties, whicn result 
in differing fair market rents and construction costs. 
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We question whether the results of ~ cost comparison 
using each program's differing legislative and administrative 
elig ibil i ty regu iremen ts should be used. We therefore made 
the comparisons hereinafter discussed. 

CHART 16--NEW UNITS - SAME ELIGIBLES AND DIFFERENT RENTS -

As briefing charts 8 and 9 (see pp. 21 and 22) show, the 
programs serve vastly different eligible families. We 
therefore identified those families which were eligible for 
section 8 housing and computed the subsidy costs for housing 
these families under each program. We used the fair market 
rents HUD proposed for section 8 housing in computing section 
8 costs and used section 236 rents we calculated in competing 
section 236 costs. As briefing chart 16 (see p. 29) shows, 
section 8 per unit costs were less at all four counties. 

CHART 17--EFFECTS OF FAIR MARKET RENTS 
ON'-SUBSIDY--'r~JO-13EDHOOM UNI'I', PEORIA-

It is important to recognize, howGver, that section 8 
housing costs are extremely sensitive to changes in the 
HUD-established fair mark~t rents. Cost differences between 
the two programs for housing the same eligible families are 
reduced as the proposed fair market rents tor new section 8 
units are increased. Brieting chart 17 (see p. 30) shows 
the effect that varying fair market rents have on the 
section 8 subsidy. 

CHART 18--INDICATIONS THAT PUBLISHED 
f'f\IR t\~AH.KErr REtn'S [·l}W BE'EOO LOW---

There are indications that the HUD-proposed section B 
fair market rents may be too low. The proposed section 8 
rents were derived from updated 2-year average costs; section 
236 rents were derived from actual costs updated to December 
1974. The average 2-year costs would be somewhat lower than 
the actual updated cos ts because averages. tend to lag beh ind 
recent inflationary cost increases. 

Also, the housing industry's response to HUD's request 
for comments on the adequacy of the rents it proposed has 
been that the rents are too low to induce new construction 
of section 8 housing. Consequently HUD is considering 
Increasi~g some rents. 

11 
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CHART 19--NF.W UNITS - SAME ELIGIBLES AND SAHE RENTS ----COST ABOUT THE SAME 

If section 8 proposed fair market r2nts are i0creaSed 
to egualthe secti0n 236 rents and if the same eligib~e 
families are being housed in new section 8 and section 236 
units, then the cost of the per unit Federal subsidy is ~bout 
the same for each program, as briefing chart 19 (see p. 32) 
shows. This is true even though the form of the subsidy tor 
each program differs: (1) a rent subsidy for the section 8 
program and (2) a rent supplement subsidy and a mortgage· 
interest and insurance subsidy for the section 236 program. 

CHART 20--SEC'I'ION 8 IS t-tORE FLF.XIBLE 
THAN SECTION 236 

The section 8 housing program has several features which 
make it more flexible than the section 236 program. The 
section 8 program: 

--Uses existing housing. 

--Ser-'fes a larger number of famil ies and more very low 
income persons. 

--Automatically adjusts rents each year to compensate 
for increases in operating and maintenance costs 
(perhaps thus avoiding some mortgage foreclosures). 

--Finances conventionally and by State-backed loans 
and tax-exempt bonds. 

CHART 21--QUEST~ONS ON THE SECTION 8 PROGRAM 
WHICH THE SUBCO~t"HTTEE MAYWr~-' 
~O EXPLORE vJI rrfi HOD .-~----

1. How has HUD insured that its procedures for establishing 
section 8 fair market rents will result in rents high 
enough to induce developers to construct new section 8 
housing? Has HUD identified or considered any minimums 
or "floors" in industry's par ticipa tion in the program 
that would cause HUD to increase the established fair 
market rents? 

2. If costs to construct housing under the sections 8 and 
236 programs are about the same--ar.d there are indica
tions that these costs would be about the same--why would 
section 8 rents be lower than section 236 rents when 

12 



APPENDIX I APPENDIX I 

housing under each program ~ust meet HUD's minimu~ 
property standards and when both types of housing are 
owned and operated by .private owners? Would operating 
costs differ greatly? 

3. Because use of existing housing appears to be the less 
costly alternative for housing lower and very 10w income 
families, what steps has HUD taken to maximize the use of 
existing housing for leasing under the section 8 program? 

4. Has HOD developed (or does it ~lan to develop) any 
information on the effect extensive use of the section 
8 program will lave on rents cha~ged by nonfederally 
subsidized private owners? 

5. Because the section 8 subsidy cost is sensitive to the 
incomes of the families housed, has HOD determined 
whether it will emphasize housing very low income 
families (those with incomes no greater than SO percent 
of area median) or primarily those families with higher 
incomes (i.e., incoilles near 80 percent of the area 
median)? 

6. It appears the sec~ion 8 provisions for automatic and 
special ~ental adjustments each year will increase section 
8 future costs more rapidly than rental adjustments 
allowed for section 236 housing will increase section 
236 f~ture costs. Has HUD determined for these two 
programs the long-term cost differenc~s to the Federal 
Government? 

7. Does HUD plan to evaluate the effectiveness of the 
section 8 program in achieving legislative and program 
objectives? And, if so, of what will such an evaluation 
system consist? 

13 
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TOTAL Nut,1BER OF RENTER HOUSEHO)..DS IN DURI-IAM 
...... ...... 
,..;.. 

BED ROrn'i SE:' 

lNCOI>1E 0 1 2 " 4+ TOTALS 
.;:, 

$ 0-$1999 1022 i 022 781 250 108 3183 

2000- 2999 
,'~Q 4f9 636 159 66 1779 
't";J 

3000- 4999 859 859 1.353 486 225 3782 

w 
5000- '7499 764- 764 1905 500 230 4163 

U'l 7500- 9999 <\85 485 1527 420 175 3092 

10000-14999 410 410 1570 355 122 2867 

1 ~,,)OO-19999 113 113 309 109 40 684 

20000-'<**** 52 52 151 21 7 283 

TOT.5,LS 4164- 4164 8232 2300 973 19833 
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SECTION 8 ELIGIBLE RENTER HOUSEHOLDS IN DURHAf~ ...... ...... ...... 

BEDROG~\ SIZE 

U-lCO:~E 0 1 2 3 4+ TOTALS 

$ 0-$1999 1022 1022 781 250 108 3183 

2000- 2999 459 459 636 159 66 1779 

3000- 4999 359 859 1353 486 225 3782 

5000- 7",99 0 764 1905 500 230 3399 

w 
0'\ 7500- 9999 a 0 0 420 175 595 

10000-14999 0 0 0 0 122 122 

15000-19999 0 0 0 0 0 0 

20000-***** 0 0 0 0 0 0 

TOTALS 2340 3104 4675 18',5 926 12860 
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SECTION 236 ELIGIBLE RENTER HOUSEHOLDS IN DURHAM .-..... ..... 

8EDROOM SIZE 

INCOME 0 1 2 3 4+ TOTALS 
, 
'. 

$ 0-$1999 0 0 0 0 0 0 

2008- 2999 90 90 124 31 13 348 

3000- 4999 168 16S 264 95 44 739 

5000- 7499 764 764 1905 500 45 3978 

w ...... 150C- 9999 0 0 0 420 1i5 595 

10000-14999 0 0 0 0 0 0 

15000-19993 0 0 0 0 0 0 

20000-***** 0 
,'1 0 0 0 0 

<-

iOTAlS 1022 1022 2293 1046 277 5660 
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TOTAL ~!IJNBER OF RENTER HOUSEHOLDS IN PITTSBURGH 

BEDROOM SIZE 

I NCOfItE 0 2 3 4+ 

$ O-$19S9 12067 12067 4586 1092 426 

2000- 2999 4795 4795 4203 516 220 

3000- 4999 7396 73Q6 7610 1908 687 
w 5000- 7499 8076 8079 13746 3334 . 1160 0:> 

7500- 9999 5563 5568 12944 3178 1071 

10000-14999 5606 5606 14288 3299 1099 

15000-19999 1693 1693 4289 1058 329 
?OOOO_,I"I,;ddc 1304 1304 2552 522 182 

TOTALS 46505 46505 64218 14907 5174 
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SECTION 8 ELIGIBLE RENTER HOUSEHOLDS IN PITTSBURGH 
..... ...... ...... 

BEDROm~ S lIE 

. lNco;"lE 0 1 2. 3 4+ T01P-LS 

$ 0-$1999 12.0S7 12067 4586 1092. 42.6 30238 

2000- 2999 1.',795 4795 4203 516 220 14529 

3000- 4999 
7396 7396 7610 1908 687 24997 

w 
5000- 7499 

8016 8076 13746 3334 1160 34392-

~ 
7500- 9999 

0 5568 12944 3178 1071 22761 

10000-14999 
0 0 0 3299 1099 4398 

15000-19999 
0 0 0 0 0 0 

20000-*-t;-tdd: 
0 0 0 0 0 0 

i01ALS 32334 37902 43089 13327 4663 131315 
n-;t:>o 
::c-o 
:l:o -0 

~': 
0 

<.TI .... 
>< 
..... .... .... 

\------



n "'" :s:-o' 
".-0. 
~Si 

o· 
C1\ ->< 

SECTION 236 ELIGIBLE RENTER HOUSEHOLDS IN PITTSBURGH -..... ..... 

BEOROOH SEE 

1 NCOriE 
0 1 2 3 4+ TOTALS 

$ 0-$1999 0 0 0 0 0 0 

2000- 2999 
77 77 0 0 0 154 

3000- 4999 liB 118 122 31 16 405 

5000- 7499 
129 129 220 53 19 550 

~ 
0 7500- 9999 

0 5568 207 51 
,., 5843 .. 

10000-14999 
0 0 0 0 0 0 

15000-19999 
0 0 0 0 0 0 

20000-***** 
0 

I) 0 0 0 
o . 

TOTALS 324 5892 ·549 135 52 6952 
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i01AL NU!~BER OF REtHER HO\.lSEHOLDS IN SAN BERNfo.ROINO ---
BEDROOJ.\ S17I ---- -

2 3 4+ 10iALS 

INC!1t\,lE 
a 

$ 0-$1999 3659 ;3659 2657 636 239 10850 

2000- 2999 
2379 '2379 2030 352 81 7221 

3000- 4999 
291't 2 2942 4777 1260 513 12434 

~ 

5000- 7499 
2968 :2968 7047 2400 839 16222 

I 

..... 7500- 9999 
1893 1893 6087 1915 684 12472 

10000-14999 
1386 1885 5989 2253 750 12764 

15000.1S999 
501 SOl 1754 785 254 3795 

20000-~...;c·;t** 
270 270 684 760 133 2117 

iOiP-lS 16498 16498 31025 10361 3493 77815 
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SECtION 8 ELIGIBLE RENTER HOUSEHOLDS IN SAN BERNAROINO 
..... ..... ..... 

BEDROOM S 17.£ 

INCOliE 0 1 2 3 4+ TOTALS 

$ 0-$1999 3659 3659 2657 636 239 10850 

2000- 2S99 2379 2379 2030 352- 81 7221 

3000- 4999 2942 2942 4777 1260 513 12434 

""" 
5000- 7499 0 2968 7047 2400 8·39 13254 

N 7500-·9999 0 0 6087 1915 684 8686 

10000-14999 0 0 0 0 750 750 

15000-19999 0 0 0 0 0 0 

20000-***,d< 0 0 0 0 0 0 

TOTALS 8980 11948 22598 6563 3106 53195 
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SECTION 236 EL!GIBL~ RENTER HOUSEHOLDS IN S~N R~RN~RDINO 
,..... ,..... .. ..... 

BEDROOM SHE 

1 NCONE 0 1 2. 3 4+ TOT~LS. 

$ 0-$1999 0 0 0 0 0 0 

2000- 2999 100 100 0 0 0 200 

3000- 4999 
124 12.4 2.01 53 2.2 524 

J:> 

5000- 7499 i25 12.5 296 101 35 682 

w 7500~ 9999 
0 0 60B7 80 2.9 6196 

10000-14999 
0 0 0 0 0 0 

15000-19999 
0 a 0 0 0 0 

20000-:***** 
0 0 0 0 0 0 

TOTALS 349 349 65E4 234 86 7602 
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DATA ON ELDERLY RENIER HOUSEHOLDS 
FOR THE fOUR C UNTIES STUOIED note~) 

C'"'l» 
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TOTAL NUMBER OF ELDERLY RENTER HOUSEHOLOS IN OURHAM 
t-< .c::: 

BEDROOM SlIE 

1 NCOr.\E 0 1 2. 3 4+ TOTALS 

$ 0-$1999 532 532. 132 12 8 1216 

2000- 2999 
204 204 162 6 6 582 

3000- 4999 182 182 315 66 32 777 

5000- 7499 
90 90 2.41 40 15 476 

.;:. 

.;:. °,500- 9999 
65 65 166 38 16 350 

10000-14999 
19 19 109 39 12 198 

15000-19999 
15 15 35 23 11 99 

20000_**7ddt 12 12 19 0 0 43 

TOTAl S 1119 1119 1179 22.4 100 3741 n:l>' ::c"'O 
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a~ccordin9 to HUD, any househ01d with one or more fami1y members 62 years 

of age or o1der. 
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SECTION 8 ELIGIBLE ELDERLY RENTER HOUSEI,OLDS IN DURHAM 
>-< 
<: 

8tOROO~\ SIZE 

H{CO;,~E 0 1 2 3 4+ TOT/\LS 

$ 0-$1999 532 532. 132 12 8 1216 

2000- 2999 2.04 204 162 6 6 582 

3000- 4999 1B2 182 315 66 32 777 

5000- 7499 0 90 241 40 15 386 

""" <.n 7500- 9999 0 0 0 38 16 54 

10000-14999 0 0 0 0 12 12 

15000-19999 a 0 0 0 0 0 

20000-***** 0 0 0 0 O. 0 

TOTALS 918 1008 850 162 89 3027 
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TOTf,L NU~lBER OF ELDERLY RENTER HOUSEHOLDS IN PEORIA 
x' 
.- " ' . 

'"". c::, ' 
'",,, " 

BEDROOII1 SIZE 

INCO~IE 0 1 2 3 4+ TOTALS 

. ." ... 

$ 0-$1999 805 805 91 12 3 1716 

2000- 2999 281 281 112 5 0 679, 

3000- 4999 283 283 150 8 0 724 

5000- 7499 176 176 130 0 0 482 

.p-
m 

7500- 9999 135 135 1i2 17 8 " 407 
I. 

10000-14999 92 92 177 24 9 394 

15000-19999 2.5 25 43 11 5 109 

20000-****"k 37 37 38 6 2 120 

TOTALS 1834 1834 853 83 27 4631 ,.' 
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SECTION 8 ELIGIBLE ELDERLY RENTER HOUSEHOLDS IN PEORIA 
.po ~ 

x, -< 
BEDROOtf, SIZE 

INCor~E 0 2 3 4+ TOTALS 

$ 0-$1999 805 805 91 12 3 1716 

2000- 2999 281 281 112 5 0 679 

3000- 4999 283 283 150 8 0 724 

5000- 7499 176 176 130 0 0 482 

..,. 7500- 9999 0 0 112 17 8 137 
~ 

10000-14999 0 0 0 24 9 33 

15000-19999 0 0 0 0 0 0 

20000-*.;,.;,** 0 0 0 0 0 0 

TOTJ:IlS 1545 1545 595 66 20 3771 
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TOTAL NUMBER OF ELDERLY RENTER HOUSEHOLDS IN PITTSBURGH 
<..n ~ 

·X 

..... 
<: 

BEDROOf1 SIZE 

I ECOlfJt 0 " 3 t+ TOTALS t.. 

$ 0-$1999 7509 7509 990 36 15 16059 

20GO- 2939 2807 2807 1055 22 14 6705 

3000- 4999 3112 3112 1977 99 37 8337 
.r.-
ex> 5000- 7499 2187 2187 2261 179 60 €S74 

7500- 9999 1231 1231 1801 281 83 4627 

10000-14999 1037 1037 2207 2!:l:l 127 4707 

15000-19999 326 326 813 99 35 1600 

20000-1<**** 425 425 526 109 40 1525 

TOTALS 18634 18634 11630 1124 412 50434 ("'»:> 
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SECTION 8 ELIGIBLE ELDERLY RENTER HOUSEHOLDS IN PITTSBURGH 
0'\ ...... 

X 
,... 
<: 

BEDROOM SIZE 

INCO~iE 0 2 3 4+ TOTALS 

$ 0-$1999 7509 7509 990 36 15 16059 

2000- 2999 2807 2807 1055 22 14 6705 

3000- 4999 3112 3112 1977- 99 37 8337 

-1=>0 
<.0 5000- 7499 2187 2187 2261 179 60 6874 

7500- 9999 0 1231 i 301 281 83 3396 

10000-14999 0 0 0 299 127 426 

15000-19999 0 0 0 0 0 0 

20000-***".,', 0 0 0 0 0 0 

TOTALS 15615 1684(, 8084 916 336 41797 n ):> 
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TOTAL NUf'18ER OF ELDERLY RfNTER HOuSEHOLDS IN SAN BERNARDINO '" ...... >< 

...... 
<: 

BEDROOiVj SIZE 

INC! li¥lE 0 2 3 4+ TOTALS 
".-' 
, ',' 

$ 0-$1999 1983 1983 238 21 14 4239 

2000- 2999 1507 1507 313 18 3 3348 

3000- 4999 1075 1075 756 69 17 2992 
0'1 
0 5000- 7499 540 540 614 78 30 1802 

7500- 9999 247 247 399 65 36 '994 . J .' :' 
. J~ 

10000-14999 204 204 426 76 41 
, 
~~51 

15000-19999 51 51 188 50 23 363 

20000-***'/d, 37 37 86 33 16 209 :, ", 

TOTALS 5644 5644 3020 410 180 14898 
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SECTION 8 ELIGIBLE ~LDERLY HOUSEHOLDS IN SAN BERNARDINO ;::I 
co 0-. >< ; 

>-, 
<:. 

BEDROOl~ SIZE 

INCOnt: 0 2 3 4+ TOTALS 

$ 0-$1999 1983 1983 238 21 14 4239 

2000- 2999 1507 1507 313 18 ~} 3348 

3000- 4999 1075 1075 755 69 17 2992 
(J'I 

5000- 7499 .... 0 540 614 78 30 1262 

7500- 99S9 0 0 399 65 36 500 

10000-14999 0 0 0 0 41 41 

15000-19999 0 C 0 0 0 0 

20000-***** 0 0 0 0 0 0 

TOTALS 4565 5105 2320 251 '41 ·12382 
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