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Foreword

In the 2000 Appropriations Act for the Department of Housing and Urban Development
(HUD), Congress directed HUD to assess the social and economic implications of project size with
respect to Section 202 and Section 811 housing for persons with disabilities. Prior to Fiscal Year
1991, the Section 202 (direct loan) program provided assisted housing for both the elderly and non-
elderly persons with disabilities. In the National Affordable Housing Act of 1990, Congress
established that, beginning in Fiscal Year 1991, all new Section 202 projects would serve only the
elderly. In addition, Congress created the Section 811 program to provide supportive housing to very
low-income persons with disabilities. The Section 811 program allows persons with disabilities to
live as independently as possible in the community by increasing the supply of rental housing with
the availability of supportive services.

This report responds to the congressional mandate to evaluate the effects of project size on
Section 811 and Section 202 (direct loan) projects for persons with disabilities, their residents, and on
the immediate neighborhoods. Smaller properties that are integrated into the surrounding
neighborhood are well suited for most persons with disabilities, but there continues to be an ongoing
debate over the appropriate size of projects for this population. This study takes into account the
perspective that very large developments are not well suited for most persons with disabilities and,
therefore, focuses attention on smaller projects.

The study was based on data collected through semi-structured interviews conducted during
site visits and structured telephone interviews. The sample for this study included Section 811 and
Section 202 (direct loan) sponsors, state policymakers, residents, and service providers. This study
had a few key findings: (1) while the assumption that larger projects with more space might tend to
provide more resident services, the opposite was true; (2) Section 202 (direct loan) projects, which
were the larger developments, tended to operate as independent living facilities with project sponsors
playing little or no role in providing or coordinating resident services whereas Section 811 projects,
which were the smaller developments, tended to have project sponsors playing a role in providing or
coordinating resident services either on- or off-site; and (3) a large majority of Section 811 residents
interviewed for this study reported high levels of satisfaction with their living situation regardless of
the size of their development.

Findings from this study will help HUD ensure that the Section 811 program is responsive to
the affordable housing and related services needs of very low-income persons with disabilities across
the country.

—

Dennis C. Shea John C. Weicher
Assistant Secretary for Policy Assistant Secretary for Housing-Federal
Development and Research Housing Commissioner
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Executive Summary

In recent years, there has been growing interest among different sectors representing and serving
persons with disabilities in providing more mainstream housing opportunities for persons with
disabilities. The purpose of this research is to investigate the social and economic implications of
project size in Section 811 and Section 202 (direct loan) projects for persons with disabilities, their
residents, and the immediate neighborhoods.

A congressional mandate requires that this study look specifically at:*

e The benefits and problems associated with providing Section 811 housing in projects that
have 7 or fewer units, 8 to 24 units, and more than 24 units; and

e The benefits and problems associated with providing housing for non-elderly persons
with disabilities under the Section 202 (direct loan) program, in projects having 30 to 50
units, 51 to 80 units, 81 to 120 units, and more than 120 units.

This report presents the study’s findings.

Background

In the mid-1960s, the Department of Housing and Urban Development (HUD) began providing
funding for housing for persons with disabilities through the Section 202 Direct Loan Program for the
Elderly as a result of Congress expanding the definition of elderly to include people with physical
disabilities. The program became known as the Section 202 Direct Loan Program for the Elderly or
Handicapped. In 1974, people with developmental disabilities became eligible under the program,
and after a three-year joint HUD/HHS Demonstration Program for Deinstitutionalization of the
Chronically Mentally 11l from 1978 through 1980, people with chronic mental illness became eligible
for the regular Section 202 Direct Loan Program in 1982. HUD funded more than 2,100 projects
totaling over 36,000 units for persons with disabilities under the Section 202 Direct Loan Program
from 1964 through 1990. During this time period, the types of projects being developed evolved
from large congregate dwellings, which offered a less restrictive setting than hospitals or nursing
homes, and shifted to much smaller, community-based projects. Also, project size limits shifted to no
more than 40 units if a project was an individual living complex, and a maximum of 15 residents if
the project was a group home.

In the Cranston-Gonzalez National Affordable Housing Act of 1990, Congress changed the Section
202 program from a direct loan program with Section 8 rental assistance to a capital advance program
with project rental assistance contract (PRAC) funds and restricted eligibility to the very low-income
elderly. Congress also created a similar program, the Section 811 Supportive Housing for Persons

1 Section 524 of Fiscal Year 2000 Appropriation Act (H.R. 2684; P.L. 106-74).

Executive Summary iii



with Disabilities Program, to address the housing needs of very low-income adults with disabilities
(18 years of age or older) by providing funding primarily for independent living projects of no more
than 24 residents and small group homes of up to eight persons with disabilities, with an exception
provision for both. Supportive services are to be made available to residents of Section 811 housing,
but beginning in Fiscal Year (FY) 1996, receiving supportive services cannot be a condition of
occupancy. Services may be provided on- or off-site to assist residents in living as independently as
possible.

Over the 14-year history of the program, there has been a trend towards reduction in project size
limits. As of FY 2003, project sizes were limited to 14 persons with disabilities in an independent
living project with an opportunity to request an exception and 6 persons per group home with no
exceptions. The continued reduction in the maximum project size limits is attributed to
recommendations from national disability advocacy organizations as well as changes in state policy
regarding the provision of supportive services in residential settings.

At the time this research project began in 2001, 65 percent of the almost 1,600 projects (totaling
15,500 units) funded since the beginning of the Section 811 program in FY 1991 contained between 8
and 24 units. Most of the remaining projects (32 percent) have fewer than 8 units.

While persons with disabilities have more housing options today than they did thirty years ago, there
continues to be an ongoing debate over the appropriate size of projects for this population. Some
advocates contend that persons with disabilities prefer, and are more independent, living in small
developments that blend in with the surrounding neighborhoods. Others have argued that larger
projects are less expensive to build and operate, an issue that must be carefully weighed given the
significant need for affordable housing for this population. Another point of view suggests that there
should not be any housing specifically for persons with disabilities and that an increase in the
provision of housing vouchers for this population would better serve the housing needs of persons
with disabilities.

This study provides an important opportunity to explore the implications of project size with housing
sponsors, state policymakers, service providers, and residents of assisted housing projects for persons
with disabilities. The main issues we explore are:

o What are the characteristics of Section 202 (direct loan) and Section 811 projects and
their residents?

o What role does project size play in the types and locations of services provided to
residents?

o How does project size affect neighborhood relations, both before the project is developed
and after it is occupied? What are the economic and social relationships between projects
and the immediate neighborhoods?

e What are residents’ experiences in Section 811 housing?

o What is the role of project size in project development and operating costs?
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Research Design

While this study responds to the congressional mandate that the research include Section 202 (direct
loan) projects for persons with disabilities, these properties represented a smaller part of the overall
study because advocates and policymakers appear to have concluded already that very large
developments are not well suited for most persons with disabilities. Thus, it was agreed early in the
research that the study would give limited attention to the larger Section 202 (direct loan) projects and
greater attention to the benefits and challenges of the smaller Section 811 projects.

The key data collection activities were:

e Telephone survey of a nationally-representative sample of Section 202 (direct loan) and
Section 811 sponsors;?

o In-depth site visits to 49 Section 811 projects located in 10 metropolitan areas across the
country;

o Telephone discussions with state policymakers to obtain a broad range of views on
housing for persons with disabilities; and

e Limited analysis of operating and development costs in the site visit projects, based on
administrative data obtained from HUD.

Key Findings
The Role of Project Size in Housing and Service Delivery

The research literature on housing preferences among persons with disabilities emphasizes themes of
consumer choice and independence, while the same literature claims that project sponsors’ choices
about the social setting and design of supportive housing facilities are driven by cost-efficiency and
access to certain funding streams. There is also an assumption that more services can be provided
more efficiently in larger projects. Researchers and practitioners acknowledge, however, that other
factors may play a role in determining project size and the types and location of services, including
the service needs and preferences of residents, the structure of service delivery systems, and
regulatory and licensing requirements.

Our findings with respect to housing and service delivery include:

Projects funded under both the Section 811 program and the Section 202 (direct loan) program are
important sources of affordable housing in their communities. Sponsors reported that their projects

The term “sponsor” refers to the nonprofit entity responsible for developing and operating the project.
Sponsors of Section 811 and Section 202 (direct loan) projects include nonprofit housing developers as
well as agencies and organizations serving persons with mental illness, physical disabilities, and
developmental disabilities.
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are in demand and vacancies are rare. New residents generally come either from living with other
family members or from another specialized residential setting.

Section 202 (direct loan) sponsors tend to view their projects as independent living apartments.
Project residents are most commonly persons with physical disabilities who moved to the Section 202
(direct loan) project from a variety of previous residences, including subsidized or private market
apartments. They presumably moved to their Section 202 (direct loan) projects in part for the
accessibility features the project offers. Because Section 202 (direct loan) projects are larger, it might
be expected that they would have space to offer services, but this was not the case. About one third
of the Section 202 (direct loan) sponsors we interviewed reported they play little or no role in either
providing or coordinating services for residents because residents arrange their own services.

Sponsors of Section 811 projects, by contrast, are more frequently part of a service system within
which Section 811 projects may be one of a number of housing options. Section 811 project
residents more frequently moved to the Section 811 project from another specialized residential
setting or from living with family, and were referred through supportive service systems. While
sponsors of Section 202 (direct loan) developments tended to be mainly housing providers, sponsors
of Section 811 developments often provided services for persons with disabilities in addition to
managed housing. For this reason, Section 811 developments tended to offer more resident services,
even though they tended to be smaller than the Section 202 developments.

Project size does not determine the level of assistance provided. The ways services are delivered —
where, by whom, and the extent of choice persons with disabilities have in service provision — are
unrelated to size. That is, within the Section 811 program, larger projects can offer more or less
assistance, as can smaller projects.

Most project sponsors do play a role in coordinating services for project residents, but project size
is not the main factor in sponsors’ decisions about what services will be provided or where.
Residents’ needs and preferences, sponsors’ organizational philosophies about services, and
regulatory and service system requirements are more important than project size. Service delivery is
primarily a function of the policies, programs, and funding sources for servicing the particular
population of persons with disabilities. State policies may set guidelines or more formal constraints
on size, but sponsors often have some flexibility within state policy.

Regardless of project size, the majority of sponsors prefer that on-site services be limited to those
that residents need to live as independently as possible in their homes and that residents go
elsewhere for services that are available and accessible at other locations. The services provided
on-site often (but not always) include some assistance with activities of daily living, including
dressing, bathing, meal preparation, and housekeeping. Therapeutic services, such as physical or
occupational therapy or medication management, are more often provided off-site. This approach has
more to do with sponsors’ missions and philosophies about services than with the physical
availability of space or the economics of securing services.

The small number of sponsors who said size is important in service delivery were associated with
larger projects. These sponsors all reported that efficiencies in on-site support are influenced by
project size; that is, larger projects allow them to provide sufficient on-site support for the residents.
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There does not appear to be a direct relationship between project size and the severity of disability
of the residents. We visited larger projects housing residents with more severe disabilities, as well as
smaller ones. Sponsors of larger projects cited efficiencies in support and service delivery as
important advantages of housing people with more severe disabilities in larger settings. By contrast,
the sponsor of a three-bed group home for people with physical disabilities said that this small setting
in a residential neighborhood was ideal for its residents, all of whom had other disabilities in addition
to severe mobility impairments (specifically, one had physical health problems and the other two had
behavioral and mental health issues).

The sponsors we visited said that on-site support does depend largely on the severity of disabilities
of the residents. Projects serving residents with less severe disabilities had limited on-site support,
with little or no overnight support. Projects housing residents with more severe disabilities had
awake, overnight support and more daytime coverage.

Project Size and Neighborhood Relations

As the number of supportive housing developments sponsored by HUD and others has increased,
community concerns about project siting, scale, and management have grown, and in some cases,
these concerns have led to vocal community opposition. During the site visits for this study, we
explored both community acceptance of the projects at the planning and development stages and also
the on-going economic and social ties between projects and neighborhoods once the Section 811
project is occupied.

Our findings regarding project size and neighborhood relations include:

For the most part, the projects visited for this study fit in well with the size, scale, and land use of
the surrounding neighborhoods. Site selection often includes such factors as proximity to public
transit, supportive and commercial services, and other neighborhood amenities that would enhance
the quality of life for residents. Yet, in about one-third of the projects visited for this study, site
visitors noted concerns primarily associated with isolation of the developments from shopping and
services or criminal activity in the neighborhood.

A few sponsors we visited developed larger projects in terms of total units, but located the units on
multiple sites. This helped maximize the number of units produced while keeping the scale of each
project smaller.

Section 811 project sponsors typically provide advance notification to neighboring residents and
businesses of the proposed development, and neighborhood acceptance of these projects is high.
Where there have been “NIMBY” (Not in My Back Yard) concerns, they appear to have been
mitigated through additional communication and neighborhood input into project design or other
facets of the program.

Economic integration between the projects and the surrounding neighborhoods is modest.
Although many residents use local businesses, there is little use of local vendors by project
management, and almost no neighborhood residents are employed by the projects.
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Resident Experiences in Section 811 Projects

We interviewed a small number of residents in each of the Section 811 projects we visited. Resident
interviews covered a broad range of topics, including housing choices and preferences, supportive
services, community integration (with other residents in the development as well as neighbors in the
surrounding community), and residents’ overall perceptions of their current living situation.

Findings about resident experiences include:

Resident satisfaction is high among the individuals interviewed. Overall, 65 percent of respondents
reported being very satisfied with their current living situation. Another 29 percent are somewhat
satisfied or between somewhat and very satisfied. Six percent of the residents interviewed are not
satisfied with their current living situation. The main reasons cited for dissatisfaction include
interpersonal conflicts with other residents or staff (such as excessive noise, stealing food, or

gossiping).

Residents said they like the independence, privacy, and quality of their Section 811 housing. Of
those who cited things they dislike, problems with other residents were the most frequently
mentioned issue. Project sponsors said that interpersonal conflicts are a bigger problem in larger
projects. In the resident interviews, however, residents in smaller projects were more likely to
mention problems with other residents or staff.

Residents expressed a slight preference for smaller projects over larger ones, but a substantial
number expressed no preference. Nearly half of the residents said they would prefer to live in
projects with fewer than eight units, while about 30 percent expressed a preference for developments
with more than eight units. The remaining 20 percent had no preference.

Residents’ opinions are also mixed on whether they prefer to live with other persons with
disabilities or with people who do not have disabilities. When asked whether they prefer to live with
persons with disabilities or with people without disabilities, half of the residents expressed no
preference. Of the remainder, about 30 percent would prefer to live with others with disabilities and
20 percent stated a preference for living with others who do not have a disability.

Sponsors reported that project sites are often selected to promote community integration, but
residents reported little interaction with neighbors outside the Section 811 project. Residents do
seem to have some sense of community within the Section 811 projects, but integration with the
neighborhoods has been elusive. Some 60 percent of residents said they have no interaction at all
with neighbors outside the Section 811 project. Among those residents who noted specific barriers to
neighborhood interaction, the most common is that their disability prevents them from getting out
into the neighborhood (or they need assistance in doing so) or prevents them from being understood.
Other common reasons for limited neighborhood interaction are concerns about crime and safety, not
knowing the neighborhood residents, or simply being busy with their own lives.
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Project Size and Development and Operating Costs

One argument for building larger projects is that per unit operating and development costs are
reduced if costs are spread across more units.

In this exploratory analysis of development and operating costs, we found evidence of economies of
scale in some regions. The effect is strongest in lower cost regions of the country (the Midwest and
South) compared to more expensive regions (the Northeast and West).

A more complete analysis of operating costs would need to account more fully for project support
costs. Our quantitative cost analysis was limited to costs captured in HUD’s reporting systems,
which include only those costs covered by the Section 811 program. Support costs, which are an
important operating cost category for Section 811 projects but are not covered by the Section 811
program (and are therefore not reported to HUD), vary by size in more complex ways, according to
project sponsors.

Policy Implications

The Section 811 program and projects funded under the Section 202 (direct loan) program provide
important sources of affordable and accessible housing for persons with disabilities. The Section 811
projects that are the main focus of this study are generally located in residential or mixed residential
and commercial areas selected to provide residents with access to services in an integrated setting.
Project size does not determine the availability of services. Some of the policy implications of the
study’s findings include:

o Given that neither costs nor service availability is strongly influenced by project size,
HUD should continue to encourage the development of smaller projects. Projects with
fewer units are easier to site in appropriate settings and residents express high rates of
satisfaction with smaller projects.

e HUD should also maintain flexibility to permit sponsors to develop larger projects where
suitable sites are available and sponsors can demonstrate the demand for the housing.

e Privacy is an important concern for both sponsors and residents. Project design should
maximize privacy. Several sponsors noted design features of their projects that promote
privacy and autonomy and mitigate interpersonal problems. For example, in a group
home for four people with developmental disabilities and behavioral issues, a small
setting with lots of space is critical because interpersonal issues, noise, or distraction can
overwhelm the residents. Individual entries rather than common hallways in an
independent living project define individual space and give residents a greater sense of
autonomy and privacy. One sponsor noted that clusters of six units with individual
entries give residents privacy, but allow them to live “interdependently,” watching out for
each other.

e The cost analysis shows some evidence of economies of scale in both development and
operating costs for the small sample of projects we analyzed, but further research is
needed to explore costs more fully. A more comprehensive cost analysis should assess
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costs in a larger sample of projects and look at housing and services costs together. In
addition, a broader exploration of how financing mechanisms for affordable housing
could be combined and leveraged with those for housing for persons with disabilities to
create mixed residential developments would be useful.

Further analysis of the cost effectiveness of using the Section 811 program to acquire
condominiums is also warranted. The small number of condominium project sponsors
we visited have high acquisition and operating costs and share some of the same
interpersonal problems among residents that are found in group homes and independent
living projects. There seem to be few cost advantages to having the sponsor own these
units compared to assisting residents with tenant-based Housing Choice VVouchers. Using
tenant-based vouchers may pose challenges as well, including discrimination by
landlords against persons with disabilities and a lack of affordable and accessible rental
housing for voucher recipients in many housing markets.
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Chapter One
Background and Methodology

In recent years, there has been growing interest among different sectors representing and serving
persons with disabilities in providing more mainstream housing opportunities for persons with
disabilities. The purpose of this research is to investigate the social and economic effects of project
size in Section 811 and Section 202 (direct loan) projects for persons with disabilities, their residents,
and the immediate neighborhoods.

A congressional mandate requires that this study look specifically at:

e The benefits and problems associated with providing Section 811 housing in projects that
have 7 or fewer units, 8 to 24 units, and more than 24 units; and

e The benefits and problems associated with providing housing for non-elderly persons
with disabilities under the Section 202 (direct loan) program, in projects having 30 to 50
units, 51 to 80 units, 81 to 120 units, and more than 120 units.

These study objectives were addressed within the context of a broader goal: helping HUD to identify
the most effective project-based housing options that the federal government can provide for low-
income persons with disabilities. This report presents the study’s findings.

Background

The need for affordable housing for low-income persons with disabilities has been cle