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NEW HUD DATA SHOW FAMILIES WILL LIKELY LOSE HOUSING VOUCHERS IF
CONGRESS APPROVES PRESIDENT’'S BUDGET REQUEST

Reduction of 184,000 in Number of Households Assisted Would Primarily Affect
Low-Income Working Families and Elderly and Disabled People

By Barbara Sard and Will Fischer

Data collected by the Department of Housing and Urban Development (HUD) in April
2003 from state and local housing agencies that administer nearly all federal housing vouchers
show that the Administration’s budget request for fiscal year 2004 is inadequate to fund all
housing vouchers likely to be in use when the fiscal year startsin October 2003. Analysis of
these data, which were not available at the time the President’ s budget was prepared, shows that
if the necessary funding above the President’s current request is not included in the
appropriations bills this year and additional funds do not become available from other sources,
approximately 184,000 vouchers in use serving low-income families at the beginning of the fiscal
year likely will not be funded. Such a reduction would be unprecedented in the history of the
voucher program. Effortsto avoid this problem would be greatly facilitated if the
Administration, using this more recent data, submitted a budget amendment to
Congress requesting the necessary funds.

If the projected funding shortfall occurs, it islikely that some families that now rely on
vouchersto help pay their rent will lose assistance, placing these families at a high risk of
eviction and, in some cases, homelessness. These cuts would fall primarily on low-income
working families, the elderly, and the disabled, since these groups make up 70 percent of the
population that the voucher program serves.

Many housing agencies will not impose their share of the 184,000 voucher reduction
immediately. Agencies that do not impose the full reduction at the beginning of the year will
have to reduce the number of families served by an even greater number later in the year to
achieve the required cut in the average number of families served over the full year that is
required by the level of funding requested by the Administration. If the overall reductionis
imposed evenly over the course of the fiscal year the number of families with vouchers would be
368,000 lower by the end of the fiscal year than when the fiscal year begins. (The 184,000
figure represents the amount by which the average number of families assisted over the course of
the fiscal year will be below the number assisted at the start of the year.)

The housing voucher program (sometimes referred to as the “ Section 8” voucher
program) is the largest federal low-income housing assistance program. Families use vouchers
to rent modestly-priced apartmentsin the private market. Typically, afamily pays 30 percent of
itsincome for rent and utilities, and the voucher covers the rest.



Voucher Utilization and Costs in Fiscal Year 2003 Exceed Expectations

During the six months from August 2002 to January 2003, the number of families
receiving housing voucher assistance rose by 60,000. In January 2003, local and state housing
agencies were using 94.9 percent of authorized vouchers. If the rate of increase in voucher
utilization evidenced in this six-month period (the latest period for which data are now available)
continues for the remainder of fiscal year 2003, some 95.9 percent of authorized vouchers will be
used by familiesfor the fiscal year asawhole. This 95.9 percent average fiscal year 2003
utilization rate is more than two percentage points higher than the 93.5 percent rate that Congress
had assumed would be the rate achieved this fiscal year.

The average cost per voucher also has exceeded Congressional estimates. The average
reported cost per voucher in January 2003 was $549 per month, or $6,588 on an annual basis
(including administrative fees). We estimate, based on the trend in costs during the six-month
period, that the average cost per voucher for fiscal year 2003 as awhole will be $6,692. In
finalizing the appropriations for fiscal year 2003, Congress had assumed that the average voucher
cost this year would be $6,372. (The Congressional Budget Office had estimated the average cost
at $6,608, close to what our analysis now estimates it will be.)

Based on the available data concerning the number of vouchersin use and their average
cost, we estimate that $13.1 billion will be needed in fiscal year 2003, about $700 million more
than Congress appropriated. This $700 million in funds will be drawn from unspent funds from
prior years (including funds previoudly allocated to state and local administering agenciesin
addition to the carryover funds discussed in endnote 1) so there will be no shortfall in fiscal year
2003. But because the Administration’ s budget relied on the availability of these carryover funds
to cover a portion of the voucher program’s cost in fiscal year 2004, the use of some of these
funds in 2003 will increase the size of the 2004 shortfall.

The shortfall in the Administration’s 2004 budget request for the voucher programis

unrelated to the Administration’s proposal to convert the voucher program to a block grant to the

statesin fiscal year 2005. If the final funding level for fiscal year 2004 is similar to what the

Administration requested in February, the level of assistance that the voucher program provides

will have to be cut in 2004 regardless of whether the block grant proposal is approved.
Budget Request Falls Approximately $1.26 Billion Short of Amount Needed to
Avoid Cutting Assistance

The annual funding needs of the voucher program depend on two factors:

. The average cost per voucher. Per-voucher costs are heavily influenced by
market rents and by economic conditions that affect the incomes of voucher

holders and therefore the amount that they are able to contribute toward rent. For
example, when unemployment rises, the average income of voucher holders tends
to decline, causing voucher costs to increase (since vouchers generally cover the

difference between rental costs and 30 percent of atenant’sincome).
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The proportion of vouchersthat arein use. At any given time, some vouchers
are not in use, often because families are unable to find suitable housing where
they can use their vouchers. The percentage of vouchersthat arein useis
sometimes referred to as the utilization rate.

The President’ s budget for fiscal year 2004 requested $13.05 hillion to fund existing
housing vouchers.> At the time that the Administration’s budget was released, no complete, up-
to-date data on per-voucher costs or utilization rates were available. Evidence that was available
at the time suggested that the Administration might have underestimated the average cost per-
voucher and the utilization rate nationally in calculating its request for voucher funding, and that
there was significant risk the funding level would be inadequate. But without more current data,
it was difficult to estimate reliably the program’ s funding needs or the size of a shortfall, if one
existed.

In April 2003, HUD required state and local housing agencies that administer the voucher
program to report data on both voucher costs and utilization for the six-month period from
August 2002 to January 2003. HUD recently released these datato Congressional staff. These
data are critical to estimating funding needs for fiscal year 2004.2 An analysis of these data
shows that:

The number of vouchersin use when fiscal year 2004 begins in October 2003 that
will require renewal funding will be approximately 2,011,000, or 75,000 more
than the 1,936,000 vouchers that the Administration’ s budget request assumes
will be in use when the fiscal year begins; and

The average cost of these vouchersin fiscal year 2004 will be an estimated
$6,871, including administrative fees. (This estimate is very similar to the
estimate of $6,842 for fiscal year 2004 that the Congressional Budget Office used
in its March 2003 baseline.)

As aresult, the amount of funding required to fund the vouchers that will bein
use when the fiscal year beginswill exceed all of the funding requested by the
Administration for voucher renewals by $1.26 hillion, equivalent to
approximately 184,000 vouchers.

Thelevel of funding in the Administration’ s budget would be sufficient to fund
only 86.7 percent of authorized vouchers, substantially below the 96.7 percent
utilization rate indicated by the newly available data.*

In addition, without more funding than this, Congress will not be able to continue an
integral component of the new method for funding vouchers that Congress adopted this year: a
central fund to cover unanticipated program costs and to enable state and local agencies to make
fuller use of the number of vouchers that they have been authorized to administer. In recent
years, Congress has repeatedly urged HUD and state and local housing agencies to increase the
proportion of vouchersthat are in use, so that vouchers do not sit unused while families remain
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on waiting lists for assistance. The newly released HUD data show that the voucher utilization
rate rose during the period the data cover. Thisincrease appears to be caused in substantial part
by the success of new policies put in place at the national, state, and local level in recent years
designed to raise the proportion of vouchersin use and by aloosening of housing marketsin
some sections of the country that has made it easier for familiesto find housing where they can
use their voucher. Itislikely that the trend toward higher utilization will continue in fiscal year
2004 if adequate funding is available. Moreover, HUD has the authority to put to use more of
the vouchers that Congress has authorized by “reallocating” vouchers from agencies that have
consistently failed to use them to agencies whose track record demonstrates they would be able
to put the vouchersto use promptly.

If the President’ s funding request is not increased, however, no further progress could be
made in putting authorized vouchersto use. Asaresult, an additional approximately 95,000
authorized vouchers that are not likely to be in use at the start of fiscal year 2004 — but that
potentially could be used to serve familiesif utilization continues to rise — would be defunded.
These 95,000 vouchers are in addition to the 184,000 vouchersin use at the start of the fiscal

year that, as mentioned earlier, also would have to be defunded.

Table 1
Comparison of Voucher Funding Needed in Fiscal Year 2004

Cost per Funding | Number Number | Number | Percentof | Shortfall if
voucher in | available | of renewal | of of authorized | FY 2004
FY 2004 for vouchers | renewd vouchers | vouchers utilization is
voucher | funded vouchers | inusein | that would | atits
renewals not October | be expected
funded® | 2003 not | funded level in
funded October
2003°
Administration  $6,468 $13.05 2,017,000 | 89,000 0 95.8%
reguest billion
CBPPestimate $6,871 $12.55 1,826,000 | 280,000 | 184,000 | 86.7% $1.26
based on new billion’ billion
HUD data

Inadequate Funding May Force State and Local Agencies to Take Vouchers Away
from Families that Rely on Them to Pay Rent

A shortfall of this magnitude will result in a substantial cut in voucher assistance to low-
income families. The number of families assisted through the voucher program would drop from
approximately 2.02 million in October 2003 to an average of approximately 1.84 million during
fiscal year 2004. Moreover, if the reduction in families served were imposed evenly over the
course of the year rather than all at once at the beginning of the year, the number of families
served would need to be reduced to 1.65 million by September 2004 to achieve an average of
1.84 million during fiscal year 2004. (Some families leave the program each year as their
incomes rise or for other reasons, and agencies may try to meet a portion of the required cut by
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gradually reducing the number of families served through such turnover.) In other words, the
number of families assisted at the end of fiscal year 2004 would be 368,000 fewer than the
number being assisted when the fiscal year began.

The great majority of the households with vouchers — seven out of ten according to the
most recent available HUD data— are either working families with children or elderly or
disabled households. Asaresult, theimpact of such cutsin the voucher program would fall
most heavily on these groups. If cuts were applied proportionately across all groups, the average
number of households assisted during fiscal year 2004 would fall below the number assisted in
October 2003 by the following amounts.®

56,000 fewer working families would be assisted;
41,000 fewer disabled households would be served; and
31,000 fewer elderly households would be served.’

For alist of the cuts that would be required in each state under the Administration’s budget, see
table 2.

This reduction in the number of low-income households receiving housing assistance
would come at a time when the need for such assistance is great. The economy remains weak,
and in most locations, there are long and growing waiting lists for the voucher program. Inthe
event of afunding shortfall of the size described here, it islikely that state and local housing
agencies would not be able to serve any families from their waiting list. Under normal
circumstances, some families leave the voucher program each month and are replaced with
families on the waiting list. If families leave the program but are not replaced by new families
from waiting lists, the number of families receiving assistance will steadily dwindle.

In addition, to accomplish areduction of this magnitude it is likely that many state and
local agencies would have no choice but to terminate the voucher subsidies for some families
currently using vouchersto help pay their rent. Few of these households are likely to be able to
retain their housing without voucher assistance, and few will be able to find other decent housing
that they can afford. The small landlords who own the bulk of the apartments rented to voucher
holders and depend on the income from these apartments also will be harmed economically.



Table 2
Projected State Level Reductions in Voucher Assistance
If Funding Equals Administration’s Request

Projected Reduction in Average Number of Households Assisted

Number of During Fiscal Year 2004 if President’s Request is Approved

Vouchers

Projected to Be Elderly

inUsein Working Disabled Other
State October 2003 Total  Families  Households Households = Households
Alabama 26,481 2,413 734 407 538 734
Alaska 3,785 345 105 58 77 105
Arizona 19,814 1,806 550 304 402 550
Arkansas 21,304 1,941 591 327 433 591
Cdlifornia 286,609 26,117 7,949 4,400 5,820 7,949
Colorado 26,512 2,416 735 407 538 735
Connecticut 28,497 2,597 790 438 579 790
Delaware 4,144 378 115 64 84 115
District of Columbia 8,935 814 248 137 181 248
Florida 83,987 7,653 2,329 1,289 1,705 2,329
Georgia 45,557 4,151 1,263 699 925 1,263
Hawaii 10,797 984 299 166 219 299
Idaho 6,438 587 179 99 131 179
[llinois 77,829 7,092 2,158 1,195 1,580 2,158
Indiana 34,608 3,154 960 531 703 960
lowa 20,590 1,876 571 316 418 571
Kansas 10,567 963 293 162 215 293
Kentucky 29,807 2,716 827 458 605 827
Louisiana 34,088 3,106 945 523 692 945
Maine 11,777 1,073 327 181 239 327
Maryland 37,663 3,432 1,045 578 765 1,045
Massachusetts 68,626 6,253 1,903 1,054 1,393 1,903
Michigan 43,181 3,935 1,198 663 877 1,198
Minnesota 28,413 2,589 788 436 577 788
Mississippi 16,538 1,507 459 254 336 459
Missouri 38,564 3,514 1,070 592 783 1,070
Montana 5,421 494 150 83 110 150
Nebraska 10,616 967 294 163 216 294
Nevada 11,424 1,041 317 175 232 317
New Hampshire 8,914 812 247 137 181 247
New Jersey 62,336 5,680 1,729 957 1,266 1,729
New Mexico 13,301 1,212 369 204 270 369
New Y ork 192,908 17,578 5,350 2,962 3,917 5,350
North Carolina 52,336 4,769 1,451 803 1,063 1,451
North Dakota 7,037 641 195 108 143 195
Ohio 81,275 7,406 2,254 1,248 1,650 2,254
Oklahoma 21,968 2,002 609 337 446 609
Oregon 30,643 2,792 850 47C 622 850
Pennsylvania 76,904 7,008 2,133 1,181 1,562 2,133
Puerto Rico 26,060 2,375 723 400 529 723
Rhode Island 8,691 792 241 133 176 241




South Carolina 21,931 1,998 608 337 445 608
South Dakota 5,560 507 154 85 113 154
Tennessee 29,160 2,657 809 448 592 809
Texas 133,257 12,143 3,696 2,046 2,706 3,696
Utah 9,843 897 273 151 200 273
Vermont 5,943 542 165 91 121 165
Virginia 39,978 3,643 1,109 614 812 1,109
Washington 44,160 4,024 1,225 678 897 1,225
West Virginia 14,130 1,288 392 217 287 392
Wisconsin 27,029 2,463 750 415 549 750
Wyoming 2,176 198 60 33 44 60
Total 2,019,232 184,000 56,000 41,000 31,000 56,000

Note: Projections assume that reductions in assistance would be distributed proportionately among states based on
the number of vouchersin use in each state, and that cuts within states would be distributed based on the proportion
of voucher holders in different demographic groups nationally. State projections do not add up to national totals
because national projections include some vouchers that were missing from the recently released HUD data and
therefore could not be assigned to any state. Estimates of reductions in each state are based on the number of
expiring vouchers needing renewal that are likely to bein use in each state in October 2003.

! This amount includes $1.07 hillion that the Administration expected would be carried over from funds appropriated
for the voucher program in previous years. (For an explanation of the amount requested by the President to renew
expiring housing vouchers, see Barbara Sard and Will Fischer, “President’s Budget Requests Insufficient Funding
for Housing Vouchersin 2004,” Center on Budget and Policy Priorities, revised April 24, 2003, available on the
internet at < http://www.centeronbudget.org/3-27-03hous.pdf>.) In calculating the potential fiscal year 2004
shortfall in voucher funding we have assumed that the amount of carryover funds available to renew expiring
housing vouchersin fiscal year 2004 is equal to the amount projected by the Administration in itsfiscal year 2004
budget request, minus the $500 million of those funds that were rescinded from program funding by the Fiscal Y ear
2003 Omnibus Appropriations Act, which was enacted after the Administration’s budget was released. That is, we
assume that $570 million rather than $1.07 billion in prior years funding will be available, in addition to the new
funding the President has requested, making atotal of $12.55 hillion available for the renewal of housing vouchers.
The precise amount of carryover funds (or other unspent funds from within the HUD budget) available could be
somewhat larger or smaller than this level, but the Administration has given no indication that this will be the case.
Indeed, there may be little if any carryover funding available to supplement appropriations for fiscal year 2004; the
new HUD data indicate that voucher utilization and per voucher costs substantially exceed the figures on which
Congress based the fiscal year 2003 appropriation, with the result that much of the carryover funding could be used
up inthisfiscal year. If the amount of additional funds available is lower than assumed, the budget shortfall and
resulting cuts in the voucher program will be greater than projected in this analysis. If the amount of additional
funds available is larger than assumed, the shortfall and resulting cuts will be smaller. (See box on page 2 for a
related discussion.)

2 HUD compiled data from 2,449 of the approximately 2,550 local and state agencies that have voucher contracts
with HUD. These agencies administer 1,942,000 of the approximately 2,066,000 vouchers awarded to local and
state agencies as of January 2003 (including vouchers funded under multi-year contracts). An additional 94,955
vouchers are administered by 16 agencies that receive voucher funding under different rules, as part of the Moving
to Work (MTW) demonstration. Using other data sources, we have been able to include these MTW vouchersin
thisanalysis. For the approximately 29,000 authorized vouchers for which we have no data— only 1.4 percent of
the total number of authorized vouchers —we applied the utilization and cost trends in the HUD data. For a
description of our methodology see.” Estimating The Shortfall In Requested V oucher Funding For Fiscal Y ear 2004,”
July 21, 2003, available on the internet at < http://www.cbpp.org/housingvoucher.htm>.

3 This conclusion assumes that: 1) the cost and utilization trends for the six-month period for which HUD has just
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provided data will continue through the end of fiscal year 2003 (but no agency will be funded for more than its
authorized number of vouchers over the full year), and 2) during fiscal year 2004, utilization will not increase further
and per-voucher costs will increase at the same rate (2.5%) as HUD projects that the fair market rents used to
determine how much rent a voucher can cover will increase from 2003 to 2004.

* Based on the HUD data concerning the leasing of vouchers under contract to housing agencies through January
2003, plus the 94,955 MTW vouchers discussed in endnote 2, we estimate that 96.7 percent of these vouchers will
bein use in October 2003. Some or all of the 43,000 tenant protection vouchersinitially funded in fiscal year 2003
also are likely to be under contract to housing agencies in October 2003. We have assumed that only half of these
additional voucherswill bein usein October. Additional tenant protection vouchers will, however, be likely to bein
use as the fiscal year progresses, so that with only aminimal increase in voucher utilization by other agencies the
average voucher utilization for fiscal year 2004 as awhole will reach the 96.7 percent level indicated by the
available data.

® We use HUD' s estimate that funding for 2,106,233 authorized vouchers expires in fiscal year 2004.

® The shortfall estimates are based on the estimate that 2,011,000 vouchers requiring renewal will bein usein
October 2003.

" As explained in footnote 1, some $500 million in carryover funds assumed by the President’ s budget to be available
for usein fiscal year 2004 were rescinded after the budget was issued. (If $1.07 billion in carryover or other unspent
funds from prior years were available to support housing vouchersin fiscal year 2004 as the President’ s budget
assumed, for atotal of $13.05 billion, the consequences of the President’ s inadequate funding request would still be
stark: on average over the fiscal year 110,000 vouchers likely to be providing rental assistance to families at the
beginning of the fiscal year would not be funded, rather than 184,000, and an additional approximately 95,000
vouchers that Congress has previously authorized, as discussed above, would be defunded.)

8 To accomplish areduction of 368,000 households assisted from the start to the end of the fiscal year, as would be
required if cuts were implemented evenly over the course of the fiscal year, the number of working families served
would need to be reduced by 112,000, the number of households with disabilities by 81,000, the humber of elderly
households by 63,000, and the number of other households by 112,000.

° An average of 56,000 additional households that are not elderly or disabled and whose income is not derived
primarily from earnings — including unemployed households — also would likely be deprived of voucher assistance
due to the funding shortfall in fiscal year 2004. Calculations of voucher lossin particular demographic groups are
based on the followings estimates of breakdown of voucher holders: 30.5 percent working families, 22 percent
disabled households, 17 percent elderly households, and 30.5 percent other households. The proportion of
households in each category is based on HUD Multifamily Tenant Characteristics System data for the 18-month
period ending September 2000, as reported in Housing Choice Voucher Location Patterns: Implications for
Participants and Neighborhood Welfare, HUD Office of Policy Devel opment and Research, January 2003, pp. 92-
93, Tables A-5 and A-6, on similar data gathered by HUD’s Office of Policy Development and Research in a report
for the Millennial Housing Commission entitled Basic Facts on Work Participation and Length of Tenurein HUD-
Assisted Housing, and on similar data for the period ending in late 1999 as reported in Recent Research Results: New
Facts about Households Assisted by HUD’ s Housing Programs, HUD Office of Policy Development and Research,
October 2000. Working families are defined as families with a non-elderly, non-disabled head of household whose
income s reported by HUD to be “primarily from earnings.” Most of these households have children, but some do
not. (Some additional elderly and disabled households also derive their income primarily from earnings.)
Households that are both elderly and disabled are counted as elderly rather than as disabled.



