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Executive Summary

The National Council of HUD Locals represents employees at the Department of Housing and Urban Development.  Affiliated with the largest federal employees union, the American Federation of Government Employees, the Council includes forty Locals in Headquarters and the field.  The Locals elect four national and ten regional officers to serve as our Executive Board. 


This paper is our effort to advise the transition team of issues and opportunities that we believe are central to HUD’s ability to meet its important mission.  At its core, the current economic crisis involves housing.  Yet, either because of unwillingness or inability, HUD has not played a positive role.

We believe that president-elect Barack Obama understands the nature of the problems we face.  In his October 20, 2008, letter to our members he addressed three issues:  the need for political appointees “committed to HUD’s mission and capable of executing it”;  the need to “secure resources necessary to meet HUD’s important mission”;  and the need to ensure that contracting-out is “fiscally responsible and effective.”


As employee representatives, we strive to put mission first, and past transition papers have focused on HUD programs.  However, we have struggled with the structuring of this transition paper.  After much discussion, we have reluctantly prioritized HUD’s internal needs.  Without resolving longstanding internal problems, employees will not be able to deliver HUD programs.  


We have structured this paper to focus first on the human capital challenges facing the new Secretary, and then on the programmatic challenges.  HUD’s human capital needs start with the need for quality political appointees.  Political appointees must possess superior management and programmatic skills.  Programmatic challenges also present opportunities to use HUD programs for both immediate and intermediate economic stimulus, and to reduce the long term carbon footprint of residential buildings.  We present some of these ideas in the second part of this paper.

  
The third part of this paper addresses disaster recovery, and presents ideas to improve HUD’s role.  The fourth part presents our concern with the cost and effectiveness of contracting out.  


Finally, the Council seeks to work with the new administration, both during the transition and afterwards.  Employees are excited about the prospect for change.  We realize that we have many challenges ahead of us, and look forward to being part of the solution to the crises that face us within HUD and within our country.


If you have questions regarding any portion of this paper, please contact Council President Russell Varnado at 202/402-8033, or the Chairwoman of our Transition Committee, Carolyn Federoff, at 617/994-8264.  A directory of our Executive Board with contact information is attached at the end of this paper.
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1.  Human Capital Management

We cannot emphasize enough the need to tackle HUD’s Human Capital management problems.  In a survey of the best places to work in the federal government, HUD placed 23rd out of 30 agencies.
   The Partnership for Public Service and American University’s Institute for the Study of Public Policy Implementation at their website state, 
High-performing organizations don’t just occur by chance. Creating a high-performing organization requires a relentless focus on strong leadership and ensuring a great work environment. When employees are enthusiastic about where they work and engaged in what they do, obstacles seem smaller, difficult problems give way more easily to innovative solutions, and outcomes tend to regularly exceed expectations.
  
The Union remains focused on ensuring a great work environment.  We believe that we are uniquely situated to provide the new administration with insight into the Human Capital management problems at HUD.


Like most federal agencies, HUD has an aging workforce eligible to retire in large numbers.  But this is only part of the problem of Human Capital management at HUD.  Poor quality political appointees at every level over multiple Administrations has exacerbated the Human Capital problems we face.  These appointees have modeled and enforced an outdated management philosophy that hinders mission accomplishment.  Further, the agency’s organizational structure interferes with the effective delivery of our mission and promotes poor management.  

Workforce management tools indicate that the agency does not have sufficient staff.  Additionally, the agency has engaged in hiring practices that demoralize career staff and harm retention.  The Union believes that this Administration can use a proposed economic stimulus package to assist the agency in meeting its current and future Human Capital needs.  Further, we believe that including the Union on the Human Capital Steering committee can assure that the agency’s human capital—its employees—are heard during committee deliberations.


The Office of Administration is responsible for Human Capital Management.  It is currently dysfunctional, failing to meet the needs of managers and employees.  The Labor Relations philosophy is overly adversarial, creating conflict as opposed to solving problems.  Finally, the Office of Information Technology does not meet the needs of employees, including its own.
a. Select quality political appointees

In the past three decades, HUD’s political leadership has often been lackluster and uninspiring.  Even our most reputable leadership has more often been interested in self-promotion than mission promotion.  

This is not merely an insider’s view.  In its July 2007 issue, Affordable Housing Finance included an article on “The Top 10 Ways to Improve HUD.”  Number one was “Install new leadership,”
The next President should appoint a secretary and senior leaders who are knowledgeable and accomplished in housing and community development and are strong managers.  He or she should choose them based on their leadership ability, not on their race, ethnicity or personal or political loyalty.  

The lack of quality leadership has resulted in a downward spiral for HUD and our mission.  Lacking good leaders, career employees struggle to stay focused on the mission.  When we fail, our constituents lose faith in our ability to make a difference.  When our constituents lose faith, they pressure Congress to find solutions.  Recognizing the chronically poor leadership at HUD, Congress seeks solutions outside of HUD.  Our mission shrinks, and again career employees struggle to find meaning and a sense of accomplishment.


The new administration must meet its promise to AFGE as set forth in a letter dated October 20, 2008.  Appoint a “Secretary, Deputy and Assistant Secretaries who are committed to HUD’s mission and capable of executing it.”

b. Champion modern management methods 


Employees are excited by the possibilities for a new management philosophy at HUD.  The Obama campaign presented an organizational philosophy that encouraged participation and collaboration.  President-elect Obama would often say, “It’s not about me, it’s about you.”  


The current management philosophy at HUD, modeled by a seldom interrupted stream of political appointees, is “command and control.”  This model limits participation and collaboration by all subordinates, including subordinate supervisors and managers.  Employees are seen as nothing more than extensions of management, intended to add nothing to the task other than doing it.  As a mathematical formula, this model represents  1 + 1 = 1.  This model allows for no value to be added by employees.

This makes work dull, and sometimes stupid.  It drains career employees of creativity, energy and enthusiasm.  The vast majority of us want to have the opportunity to add value.  Many of us dream of attaining synergy, where the sum is greater than our parts (1 + 1 = 3).    

HUD’s current management training will need to be completely overhauled to meet the challenge.  In the past three years, HUD has reinstituted mandatory training for new supervisors.  But the current training focuses on procedural requirements – time and attendance, EEO law, etc.  There is no focus on basic management philosophy or skills.  Supervisors and managers have no access to training that promotes facilitative leadership—leadership that empowers people to work together to achieve common goals.  They are left to do what was done to them—command and control.


Provide management training that focuses on facilitative and collaborative leadership skills.  Require all managers and supervisors, regardless of tenure, to attend.  Establish a 360° performance evaluation process.  Monitor managers’ and supervisors’ performance, and reward those who foster their employees’ ability to add value to HUD’s mission.
c. Reorganize to promote results

The current organization of the agency focuses on the point of creation of its programs, rather than on the point of delivery of its programs—we’re focused on headquarters and not on the field.  Both are important to the accomplishment of our mission.  Moreover, the focus on headquarters results in programmatic tunnel vision.  A city’s public housing problems may benefit from neighboring community planning and development, but in headquarters Public Housing doesn’t work with Community Planning and Development.  The new administration should reorganize to restore balance between program creation and delivery, and to encourage cross programmatic strategies at the local level.


It will be hard to reorganize.  There will be two large obstacles.  First, our current organization is the result of former Vice President Gore’s reinventing government initiative.  Being a Democratic administration with a level of admiration for Mr. Gore, it may prove difficult to change.  The second obstacle will be the incoming Assistant Secretaries.  Reorganization requires that they cede authority to the field.  


The goal of Mr. Gore’s reinvention initiative was to eliminate middle management and to empower front line management.  This was accomplished by eliminating the regional level of management, delegating regional authority to field management, and having field offices report directly to headquarters.  In the first years, all three elements were in play.  But as the years progressed, headquarters assumed to itself the regional authority and eliminated local authority.  


Power tends to gather resources and authority to itself.  Along with the elimination of local authority, there has been a shift of staff resources to Headquarters.  The elimination of the regional power structure was as if we eliminated the earth in the gravitational dance between the sun and the moon;  so long as the earth has its own gravitational pull, the moon will stay in its orbit millions of miles from the sun.  But if we remove the earth, the moon will be pulled into the superior gravitational power of the sun and be subsumed.  As much as we would like to eliminate the mass of regional management, it was that mass that ensured community access to local offices with the employees and the authority to address community needs.

Moreover, the span of control and distances between headquarters and field offices guarantee poor oversight.  This has had a deleterious affect on employee morale.  Management in headquarters has no opportunity to participate in the daily interaction between their supervisors and employees in distant field offices.  Supervisors are often completely unaccountable for the way they treat employees.  We have many offices where supervisors are abusive and petty, and employees struggle without hope.  They pray for supervisors who are merely mediocre, while employees with mediocre supervisors struggle to remain creative and energetic in the face of indifference.

Reorganization will be difficult.  But we are not asking for the universe.  We only ask for a restoration of the balance of power.

d.   Use economic stimulus package to assist succession management

According to HUD, approximately 60% of our employees are eligible to retire this fiscal year.
  Thankfully, possibility doesn’t immediately translate to probability.  If working conditions are favorable, many retirement eligible employees will choose to stay for a few years beyond their retirement eligibility date.  

The agency has been engaged in succession planning.  One of the largest objectives is the transfer of institutional knowledge from senior to new employees.  This transfer is hampered by the reality that we often do not hire a new employee until the senior employee leaves;  and once the senior employee leaves, s/he is no longer available to mentor the new employee.  

The new administration can use the economic stimulus package to assist in succession management.  Typically these packages include temporary increases in program funding.  Disaster recovery packages are similar.  Agencies are expected to meet short term needs within current staffing levels.  It generally makes sense to forgo hiring permanent employees to meet temporary needs.  


However, HUD has a long term need for permanent qualified employees.
  The administration and congress should include in any economic stimulus package an increase in HUD programs (discussed in more detail below), and include funding to hire staff to implement these programs.  This will allow the agency to bring in new employees to work side-by-side with experienced retirement eligible employees, facilitating a transfer of institutional knowledge. 
e.  Hire to meet demonstrated needs, but do so fairly
Staff levels at HUD have gone from 12,718 in 1994 to approximately 8400 in 2007.
  Facing mounting retirements, the agency has engaged in some hiring, but this hiring has been roundly criticized by the Inspector General and the Union.  The new administration needs to focus on staff needs, both the need to hire new employees and the need to retain current staff.

Since at least 2002, there has been an emphasis in the agency on hiring from the outside.  The new positions often have superior career advancement opportunities.  Thus, new employees will be hired into entry level positions whose journey-level is a grade higher then current employees.  Journey-level grade disparities do not appear to be based on workload, work location, or number of employees in an office.  Often, management’s response is that they seek to attract the best possible applicants.  But having current employees mentor and train new employees whose journey-level will exceed their own within three or four years is demoralizing.  This hiring strategy contributes to HUD’s poor ranking among federal workplaces, placing HUD 23rd out of 30 agencies
 

In its FY 2009 budget, the agency proposed an increase of 152 employees, or  1.8%.  It presents persuasive arguments in its Congressional Justification for the increases.  Nonetheless, we believe the requested increases are insufficient.  The proposed increases of 34 FTE in the Office of Housing and 3 FTE in the Office of CPD were made before passage of the Housing and Economic Recovery Act of 2008.  The request for 76 FTE in the Office of Public Housing is insufficient to accommodate implementation of the asset management model [see discussion below at 2(d)].  And 5 additional FTE in FHEO continues to be inadequate, given increases in caseload and long term decline in staff, from 779 in 2002 to 596 in 2008 or a 23% decline.
 


In determining its staffing needs, the agency is supposed to use the Resource Estimation and Allocation Process (REAP).  It is unclear from its budget requests how the agency is using REAP.  In its Congressional Justifications, the agency seldom compares the REAP staffing projections to the actual request for staff.  The few times that a comparison has been made, the difference between REAP projections and the actual request has been wide.  The Union believes that the agency uses REAP to determine the proportion of staff each component receives, but that no component is receiving 100% of its needs.    

This belief is further bolstered by a recent settlement of a Fair Labor Standards Act case within HUD.  The Union provided compelling evidence regarding employees engaged in hundreds of hours of uncompensated overtime work.  The agency agreed to settle, and through the claims process, employees provided declarations supporting tens of thousands of hours of uncompensated overtime.  Many employees’ workloads exceed the standard 40 hours per week. 

The new administration should work to meet its promise to AFGE as set forth in a letter dated October 20, 2008.  Work “to secure resources necessary to meet HUD’s important mission.”  Securing these resources must include staff retention strategies, including:  establishing equitable career ladders between professional employees;  establishing bridge positions between support staff and professional staff;  and providing upward mobility opportunities for support staff.
f. Provide quality training, including training related to HUD programs


HUD employees often receive training in new programs and program changes after our constituents, if at all.  This is only partly explained by budget constraints which allow the agency to expend program dollars to provide constituent training, but requires the use of S&E funds for employee training.  Often the reason for delays in or cancellation of employee training is a reluctancy to expend S&E money for “discretionary” activity until the last six weeks of the fiscal year.  


A review of the expenditure of funds for training and travel activity will reveal that a substantial portion is not expended until the final weeks of the fiscal year.  Headquarters holds onto funds in the event of an emergency or other priority.  As the year comes to a close, there is a mad push to spend all the remaining money. 

Training for employees in new programs and program changes should not be considered “discretionary,” and should be prioritized for expenditure.  Truly effective constituent training can only be achieved when HUD staff is similarly trained and ready to work with constituents.
g. Include Union representation on Human Capital Steering Committee


The agency’s Human Capital Steering Committee does not include representatives of the largest segment of its human capital.  There is no employee representation on the Committee.  The exclusion of employee voices deafens management to the realities that impact the agency’s human capital.  The new administration should include union representation on the Human Capital Steering Committee.  This representation should include field and headquarters representatives.
h.  Resolve longstanding problems in Office of Administration

The Office of Administration has struggled for many years, and service to managers and employees has suffered.  Steep cuts in staffing were accomplished during the Clinton Administration, but before automated systems were introduced to mitigate the staff reductions.  Automated systems have been rushed into place, often with poor results.  There are insufficient staff assigned to administer the reasonable accommodation process and oversee other “work/life” programs.  The Union has attempted to work with the Office of Administration to identify and resolve service problems, but the Labor Relations philosophy is overly adversarial, creating more conflict as opposed to solving problems.  This attitude costs the agency, both in money and morale.

Under Vice President Gore’s reinventing government, Administration staffing was reduced.  This was supposed to be contingent on the introduction of automated systems.  Many of the automated systems did not come on line until the current administration.  These include automated personnel forms, performance evaluations, and official personnel files.  Much of this has shifted more of the burden from the Office of Administration to other HUD employees—we have to print out our own “notices of personnel action”, input our own time and attendance, and more.  It takes away from programmatic work;  but just as almost all of us pump our own gas and many scan their own groceries, self-service is a fact of life.  


But many of the systems aren’t easy for employees or managers, and this is exacerbated by poor follow-up service by Office of Administration employees.  The HUD Integrated Human Resources and Training System (HIHRTS) has numerous problems and requires constant review for quality control.  When problems are identified, the Office of Administration resolves problems poorly.  For example, the Office of Administration failed to make corrections to new employees’ records showing health insurance coverage, leaving a group of interns without coverage for weeks.  The Office of Administration failed to make corrections to the health insurance coverage of an employee with cognitive disabilities, demanded repayment by the employee for their error, interfered with the employee’s ability to file for a waiver, eventually causing the employee to retire early because of stress-related problems.  When an error was discovered in the pay of an employee, the Office of Administration garnished her wages without notice;  the single mother was reduced to tears, concerned that she may not be able to afford to feed her children.

There have been periods of time when managers and employees are frantic with worry because of the Office of Administration’s actions or inactions.  This level of stress and worry cannot be confined to the individual managers and employees involved.  These issues become part of the office chatter, and all employees feel exposed.


Similarly, matters of reasonable accommodation are not handled expeditiously.  The Union believes that one of the problems is insufficient staff resources.  But other problems include an unwillingness to examine and resolve systemic problems.  When reasonable accommodation is delayed, employees are forced to take leave, sometimes joining the “voluntary leave bank” and soliciting leave from their co-workers.  Again, all employees feel exposed by this failure in the reasonable accommodation process.  


The Union is often called upon to represent employees facing problems.  We would prefer to resolve problems informally.  But the philosophy of Labor Relations (and often the Office of General Counsel, as well) is adversarial.  If these employees would spend half the time trying to solve the problem that they spend trying to defend it, the problem would probably be resolved.  


The most egregious example of wasted time and money is the recent Fair Labor Standards Act case.  The agency had acknowledged that it had not reconsidered the FLSA classification of employees after OPM made changes to its guidelines in the 1990s. For two years, from 2001 to 2003, the Union asked the Office of Administration to follow OPM guidelines with regard to the FLSA classification of employees.  When they did nothing, we filed a small grievance in the summer of 2003.  Labor Relations refused to meet with us, so we secured a law firm and filed a larger grievance on the matter in December 2003.  Four years later, the agency agreed to reclassify more than 3000 employees, quadrupuling the number of employees covered by the FLSA, and paying out $24 million in fees and damages.  It would have cost the agency nothing had the Office of Administration done its job in 2001.

Labor Relations’ attitude precludes consideration of many ideas that could improve employee morale at little or no cost to the agency, including:  creating a “clearing house” that would review employee requests for permanent or temporary reassignments, either because of workplace conflicts or because of an interest in career development;  revisions to the Alternative Dispute Resolution process that would recommend the program as a real alternative to more adversarial processes;  and 360° review for all employees, including managers and supervisors.


The grave human capital problems facing HUD cannot be solved without a thorough house cleaning in the Office of Administration.  They do not serve managers, supervisors, employees or the public interest.    

i. Create IT infrastructure that meets employee needs


The Office of the Chief Information Officer (CIO) presently does not meet the needs of HUD employees, including their own employees.  Although millions of dollars have been expended on contracts and new systems, employees are frustrated by a lack of results.  Similarly, our constituents are frustrated by HUD’s poor IT infrastructure.  Finally, the morale of our IT employees continues to plummet.  

The IT infrastructure should become an extension of the HUD employee’s work area, available wherever and whenever it is needed.  We recognize that the agency must meet IT security requirements.  But the nature of our mission means that very few employees work with personal identifiers.  Making electronic mail available on PDAs and Blackberries is unlikely to cause a security problem for most of our employees.  Similarly, the system should allow employees to plug their agency-issued laptop into any HUD office network.  Presently, neither of these is possible.  


The union understands that the agency has expended millions of dollars on IT but has little to show for it.  We believe that nearly a billion dollars has been expended on the HUD Information Technology Services (HITS) contract, millions on HUD's Central Accounting and Program System (HUDCAPS), and millions on HUD's Integrated Financial Management Improvement Project (HIFMIP) with each project failing to deliver the promised benefits to the agency.  HUDCAPS alone was unable to account for $59 billion dollars.

CIO and the contractors responsible for IT must be held accountable for the resources they expend and the products they deliver.  Failure to provide quality IT services results in the loss of opportunities to use IT as a workforce multiplier—where IT performs the manual task freeing HUD personnel to do other tasks.  At this moment, employees work for IT systems, and not the other way around.

Similarly, our state and local partners should be able to use our systems whenever possible.  This will enable our partners to reduce costs for support systems, eliminate redundant systems, and reduce the staff time lost to duplicative data entry.

Finally, working conditions for our IT staff are dismal.  They continue to see their work, or work they are qualified to do, outsourced and their jobs devalued.  They do not receive training to do the jobs they are expected to do, including “train-the-trainer” training that would equip them to provide training in new systems and programs to other HUD employees.  They are not permitted to telework.  And field staff is stretched thin.  All of this contributes to low morale throughout IT.

2.  Refocus HUD’s Mission

A variety of factors have adversely affected HUD’s focus.  Our strategic plan does not reflect the current economic reality.  Past reorganizations have been allowed to consolidate beyond their original intent.  The Bush Administration was fixated on an “ownership society” that left renters in the cold.  

Meanwhile, evidence suggests that a refocused HUD could play a positive role in economic revival.  Unlike some infrastructure projects, maintenance and repair of subsidized housing would take little lead time.  Estimates are that one dollar spent on public housing produces $1.93 to $2.12 in local economic activity.  HUD can also provide state and local fiscal relief through the Community Development Block Grant program.  Furthermore, energy conservation in the home can be a major “green” initiative to be accomplished through subsidized housing programs and the CDBG program.
a. Revise the HUD Strategic Plan FY 2006-FY 2011 to reflect current conditions


HUD’s Strategic Plan was written before the current economic meltdown, and before the Housing and Economic Recovery Act of 2008.  It makes sense to review and revise the current Strategic Plan.  Revisions should take into account the goals of our partners at the state and local levels.  Furthermore, revisions must be able to accommodate additional changes that may result from additional economic stimulus plans.    
b. Use HUD to stimulate “main street” economies

Ideas abound on how HUD can participate in an economic stimulus plan.  The three goals of any economic stimulus plan will be length of time to secure the benefit of the investment, impact of the benefit, and duration of the benefit.  We believe that economic stimulus plans that include HUD programs can:  deliver benefits both in the immediate and intermediate timeframe;  have broad impact on local and national economies;  and bring long term benefits to our economy and to our program participants.  With an estimated 20% of all U.S. carbon emissions coming from residential buildings, these initiatives can also be part of a “green” initiative.

There are at least three areas that we can focus on:  1) single family homeownership programs;  2) multifamily subsidized rental housing;  and 3) community development programs.
  


Single family homeownership programs:  The union recommends that the agency consider reviving the Single Family Loss Mitigation Program, discontinued in the 1990s.  This proposal is set forth below at 2(d).  

Other single family programs can be used to help reduce our residential carbon footprint.  The Section 203(k) program insures loans to finance the rehabilitation or purchase and rehabilitation of one- to four-family properties, and the Title I program insures loans to finance property improvements in single and multifamily buildings.  Often the investment in energy conservation or renewable energy technologies takes more than ten years to recoup.  The length of time discourages many homeowners from making these large investments.  The 203(k) and Title I programs could be modified to allow for reduced mortgage rates for homeowners investing in energy conservation or renewable energy technologies.   Additionally, the Community Development Block Grant (CDBG) and HOME programs could allow for grants to be used in conjunction with insured loans, so that the cost of the homeowner’s investment could be recouped in five years.
  

Multifamily subsidized rental housing:  There are two main sources of multifamily subsidized housing:  public housing and privately owned subsidized housing. Programs currently exist that could quickly funnel money into public housing.  HUD estimates there is an $18 billion backlog of public housing repair and maintenance.  The Public Housing Authorities Directors Association (PHADA) has included a study by the Econsult Corporation that a dollar spent on housing authorities generates $1.93-$2.12 in local economic activity.
  


Providing funds for privately owned subsidized multifamily housing would require a new program.  We could create a competitive grant process that provides funding for owners willing to make new investments in energy efficiencies, including new appliances.  HUD generally issues a Super NOFA in February, but this could be delayed by a month in order to get a new program on-line.  

Community Development Programs:  The Center on Budget and Policy Priorities reports that 41 states are facing budget shortfalls.  As a result, states are cutting spending for healthcare (including other services used by elders and persons with disabilities), education and aid to local governments.
  The Community Development Block Grant program can be used to provide relief to struggling states, cities and localities quickly.  In addition to bridging gaps for local services, CDBG funds can be used for economic development strategies, such as workforce training and infrastructure improvements.

The HOME program provides grants to states and localities to implement local housing strategies for low and very-low income residents.  States and localities should be encouraged to include energy efficiency as part of their local housing strategies.  Moreover, the program should be temporarily modified to eliminate or significantly decrease the requirement for participating jurisdictions to match their HOME funds with local sources of funding.  

c. Return homeownership services to our field offices

In 1994, the Office of Single Family Housing created the Home Ownership Centers (HOCs).  These centers were intended to consolidate “routine processing work’ into four offices, Philadelphia, Atlanta, Denver and Santa Anna.  According to the Housing Field Reorganization, April 1994, 
Upcoming Single Family product lines will require more local outreach.  Staff in field offices will be more available for this outreach because routine processing work will be handled in Processing Centers.


But over time, power tends to gather resources and authority to itself.  At the 2008 national labor/management meetings, the union inquired about Management’s plan to replace retiring Single Family staff in field offices.  Management stated that they intend to transfer these FTEs and all of their work to the HOCs.  There have been no Single Family program changes that eliminate the need for local outreach.  This is merely empire building without regard to the effective delivery of services to our local communities.
d. Consider reviving Single Family Loss Mitigation Program


In order to provide immediate and effective relief from foreclosure for owner occupants facing the loss of their homes during this unprecedented mortgage related economic crisis, the agency should at least consider resurrecting its old mortgage assignment program that was replaced by the more restrictive, less inclusive, and less successful lender-administered loss mitigation program. Also, it is now clear that the more recently implemented programs (Hope for Homeowners [H4H], Hope Now, and FHA Secure) that depend on voluntary participation by the lenders, do not seem to be providing meaningful or widespread relief.   


Under HUD’s old mortgage assignment program, owner occupants with FHA mortgages who could demonstrate that defaults on their principal residence mortgage were due to circumstances beyond their control (such as reduced income caused by loss of employment or medical problems
), could have their mortgages transferred (assigned) to HUD.  Once the mortgage was assigned, HUD had the capacity to reduce or even suspend mortgage payments for periods of up to three years, subject to periodic review of current circumstances, allowing most assignees sufficient time to get on their feet and resume full mortgage payments, without the loss of their homes. The opportunity to apply for assignment relief could be immediately restored to all mortgagors with FHA insurance who are now in default or foreclosure, notwithstanding their eligibility for or recent rejection by the more restrictive lender-administered loss mitigation program.  


In addition, consideration for assignment relief could be extended to owner-occupant mortgagors with defaulted conventional mortgages as well.  In order to minimize the cost to the government for extending, administering, and financing the restoration and expansion of these relief measures, the Department’s mortgage finance specialists could devise instruments and mechanisms (notes, second mortgages, etc.) and formulas for ensuring ultimate payment of FHA insurance premiums and ultimate repayment of reduced or suspended mortgage payments by the newly covered mortgagors, possibly giving HUD concessions in the equity (if any) and/or in the potential long term appreciation of these properties to protect its interests.


By deploying these measures even now, including extending FHA insurance and consideration for assignment relief to homeowners with defaulted conventional mortgages, the government could go a long way towards stopping the human suffering caused by the foreclosure crisis.  Such action would also mitigate further deterioration in the credit markets, such as collateral damage to the economy from the effects of additional but preventable foreclosures.  HUD has the machinery, the expertise, the trained personnel, and the blue prints (mortgage assignment program handbooks) to provide immediate relief and on a cost effective basis.          

e. Restore focus on the development and maintenance of quality rental housing

Homeownership remains valuable.  Nonetheless, rental housing is a necessary (and often preferable) option for a substantial portion of our population.  The current tax code is skewed towards homeownership, with an estimated $61.5 billion in home mortgage interest deductions in 2004.
  The amount of resources put towards rental housing pales in comparison.  

The Bush Administration exacerbated this inequitable distribution of resources by further de-emphasizing the importance of rental housing as part of HUD’s mission.  Focus should be restored to the development and maintenance of quality rental housing.  
f. Suspend implementation of Public Housing Asset Management Model

The Public Housing Authorities Directors Association (PHADA) continues to call for suspension of the implementation of the Asset Management model in the Office of Public Housing.  The Union concurs.  This model requires substantial increases in staff resources which have not been forthcoming.  Further, it requires training resources that have not been made available.  


The Union is particularly concerned that the agency may seek to meet staffing needs through contracting out.  The Public Housing Asset Management model is very similar to the model used to oversee subsidized housing in the Office of Housing’s portfolio.  Subsidized asset management in the Office of Housing has largely been contracted out to state housing finance agencies and other entities.  Office of Housing officials have acknowledged that the work could be done by HUD staff at less cost.
  But the pressure to reduce agency staffing levels led officials to contract out the work.  (For a further discussion, see 4(a) below.)

These same pressures exist in the Office of Public Housing.  In its 2008 congressional budget justification, HUD estimated that it would need 559 full time employees to implement the Asset Management model.  This represents a four-fold increase over the 136 employees it currently assigns to manage the public housing program.  HUD proposed to secure these employees by shifting them from other tasks, such as the Section 8 Voucher Program.  But the number identified for reallocation never equaled the identified need.  

The new administration should suspend further implementation of the Public Housing Asset Management model until adequate resources are secured.  Further, the new administration should work to meet its promise to AFGE as set forth in a letter dated October 20, 2008. The agency should not engage in a deceitful fiscal sleight of hand by “reducing the number of HUD employees overseeing a program but increase the real cost of the program by transferring oversight to contractors.”  
g. Reconsider the process for Fair Housing Limited Reviews


As part of the effort to ensure fair housing is appropriately addressed in all HUD programs, employees in the Offices of Housing, CPD and PIH include a limited review of fair housing practices every time they conduct a program review.  Further, contractors who conduct program reviews also complete the limited fair housing review.  Based upon our experience, we believe that the agency should reconsider the process.

Currently, most program office employees feel untrained and ill-equipped to conduct even a limited fair housing review.  Moreover, the time frames for conducting program reviews were not increased to accommodate the additional fair housing review, leaving less time for both.  Finally, there are insufficient staff resources in FHEO to review the fair housing limited monitoring reviews that are returned from the program offices and contractors.  Often these reviews languish at the bottom of in-boxes.


We understand the valuable role that program staff can provide as the eyes and ears in the field.  But the current process doesn’t work for program staff or for FHEO.  Either a new process should be developed, or sufficient staff in FHEO and the program areas should be allocated to this function, trained and provided adequate travel resources in order to meet the goals and intent of the Fair Housing Limited Reviews. 
3. Prepare for Disaster Recovery

Based upon our experience with disasters since Hurricanes Katrina and Rita, we believe that HUD needs to better prepare for disaster recovery.  HUD needs to develop policies in advance regarding access to available housing resources.  We also need to develop disaster response teams that can focus on the immediate aftermath of disaster, and the long term rehabilitation of housing by homeowners and community volunteers.
a. Shelter after the storm


More often then not, housing is a central issue in the aftermath of a disaster.  Although FEMA should be responsible for emergency housing, HUD should play a stronger role in intermediate and long term housing.  HUD employees working on disaster relief after Hurricanes Katrina and Rita reported interference in their efforts to match persons needing shelter with vacancies in our subsidized housing supplies.  Directions came both from within HUD and from FEMA discouraging our employees from providing information about housing resources.  Many employees compared the response to the 1989 Loma Prieta earthquake, and conjectured that some of the difference might be based upon income or race;  others believe it was indicative of decline at FEMA.  


Regardless, rather than rely upon FEMA, HUD should develop policies in advance of crises that address how HUD can match its resources to the need for shelter in the aftermath of disaster.  HUD should involve states and localities in this planning.  Furthermore, HUD should develop regional disaster response teams;   because team members and their families may be directly and adversely impacted by disaster, regional teams should be trained and prepared for service in regions other than their own.  FEMA should fund the teams, but HUD should direct their work.
b. Create and implement a “second responders” strategy


The use of volunteer organizations to recover from disasters throughout the US is growing and with that grows the need for accurate, timely safety training.  HUD should consider establishing a program to directly train volunteers and organizations in how to protect themselves during cleaning, rehabilitation and work site safety following disasters.  The agency should create a cadre of trained disaster relief specialists (Second Responders) from within its program staff to supplement the efforts of FEMA/states/local agencies/nonprofits/grassroots organizations in the rebuilding phase of disaster relief.  These specialists should be equipped to train local volunteers and organizations engaged in post-disaster home repair in how to safely gut, clean and repair impacted homes.  The HUD Offices of Community Planning and Development (CPD) and Healthy Homes/Lead Hazard Control (OHHLHC) should be the focus of this initiative.


In the aftermath of the hurricanes that devastated the Gulf area in 2005 many private, nonprofit organizations organized relief efforts for impacted residents and neighborhoods that involved gutting and rebuilding flooded homes.  These efforts successfully engaged thousands of volunteers and millions of dollars worth of materials.  While the efforts at repair were mostly successful, these projects exposed volunteers to cleaning/construction related hazards including exposure to lead dust from paint, mold spores, mycotoxins and general construction site dangers.  Most of the volunteers came from non-construction backgrounds with little knowledge of safe work practices.  Further, the organizations coordinating these efforts did not have the capacity to train large numbers of volunteers in how to engage this work safely.  Unlike employees of rehabilitation or lead hazard control firms who operate under OSHA protection standards, volunteers and volunteer organizations operate outside of the jurisdiction of any federal or state regulatory agency.

       
For example, in New Orleans, Bay St. Louis and Biloxi, volunteers from Hands On America and Americorp programs worked on cleaning and rehabilitation projects, usually for one to two week periods but sometimes for periods extending over months (in rare cases years).  The homes they targeted were by far, older pre-1978 homes where lead paint was likely to found.  All of the flooded homes had mold issues to some degree.  A review of the organization’s safety procedures revealed that protective equipment was provided to volunteers but that training on how to use the equipment (e.g. respiratory masks) was not always conducted.  Further, longer term volunteers may have been routinely exposed to lead paint hazards and did not regularly have blood lead tests to determine whether they had elevated blood lead levels.

           In response to this condition, HUD through the Office of Healthy Homes/Lead Hazard Control (OHHLHC) engaged a contractor, Consolidated Safety Systems, to conduct trainings in safe work practices.  This response was of limited effectiveness.  The trainings were initially focused on groups of individual homeowners rather than volunteer organizations.  Further, the contractor organized its training using non-technical, community-based trainers with direct experience recovering from the effects of the storm and flooding rather than experience with environmental training.  The contractor did not supplement the use of local community-based trainers with technical presentations that would consistently and accurately present safety information.  A HUD monitoring of the training course found many deficiencies in the quality/accuracy of the materials presented.  

Rather than rely upon contractors, the agency should establish its own cadre of staff for this purpose.  There are two HUD offices that work directly with local organizations in funding rehabilitation activities generally and home safety in particular: Community Planning and Development and Healthy Homes/Lead Hazard Control.  Both offices have field staff and headquarters staff who would be appropriate for this role.  Such staff would be trained in lead hazard control, mold identification and remediation, construction site safety and other necessary disciplines.  Participants in the Second Responders program would still be responsible for normal HUD duties.  However they would be given time to train as appropriate and be willing to be temporarily assigned to other duty stations as necessary.  

Some of the modules needed for this training of staff are already available at the FEMA Emergency Management Institute.  Other courses such as lead hazard control and mold identification and remediation are available commercially.   Since this activity will only be required sporadically, the core training should also be provided by video, PowerPoint or other media to ensure consistency and accuracy.  

4.  Ensure all contracting is cost and mission effective 

The agency reports more than $1 billion in contracting activity.
  In its draft Strategic Human Capital Management Plan (dated January 2003) the agency estimated that its contracting dollars purchased the equivalent of approximately 4200 FTEs.  The agency presently has 8500 staff and a Salaries and Expenses (S&E) budget of $1.3 billion.  Without any further investigation, it appears that the agency gets about twice the value from its staff that it gets from its contractors.  

A substantial portion of agency contracting is well founded.  To the extent we have properties in our portfolio, we should contract out property management;  HUD employees are not in a position to mow lawns and repair boiler systems.  Similarly, we need to contract for goods such as office equipment. 


But much of agency contracting is for work that HUD employees used to do, and almost all contracting has been done without cost-benefit analysis.  OMB rules for contracting out did not require the agency to restrict contracting to instances where it was cost-beneficial when the agency did not plan to reduce staff as a result of the contracting.  Staff levels at HUD have gone from 12,718 in 1994 to approximately 8400 in 2007.
  HUD has managed this loss of staff by contracting out the work without regard to comparisons to the cost of maintaining the work in-house.

   
Some of the largest contracts were done towards the end of the Clinton administration.  Declaring the “end of big government,” the Clinton administration relied upon contractors to make up for lost staff, rather than seek budget increases to hire replacement staff.  These contracts include the Section 8 Performance (originally “Project”) Based Contract Administration (PBCA) and the Single Family Management and Marketing (M&M) contracts.  The Union has consistently raised issues concerning these contracts, but the contracts continue and the subsequent administration has proposed expanding them.


For example, internal agency cost-benefit analyses of the PBCA contracts indicate that this work could be done for far less money if HUD staff were hired.
  HUD’s Inspector General has challenged the agency’s internal estimate as inflated.
  But even the inflated internal estimates indicate that we could save more than 30% by not contracting out this work.  This work is funded through the Section 8 fund.
The Senate Appropriations Committee report on HUD’s FY’05 budget urged the Department to reconsider the PBCA contracts and to conduct an appropriate cost-benefit analysis.  Rather than spending money to conduct an assessment of the PBCA contracts, HUD expended funds to start an A-76 study in preparation for contracting out the non-Section 8 project based contract administration. 


With this proposal, the agency sought to expand a method of servicing already found objectionable by tenant organizations.  The National Alliance of HUD Tenants (NAHT) has testified against the PBCA Contractors.
  One of the problems faced by tenants involves an increase in bureaucracy caused by contracting out, and a lack of accountability.  The agency eventually shelved the proposal to contract out the non-Section 8 project based contracts, but the Section 8 PBCAs continue.
  
The Union has proposed a small pilot program involving no more than 100 FTE to compare both the cost and quality of the services as provided by HUD employees and Section 8 Contract Administrators.  Our proposal included an integration of budget and performance, and methods for performance reporting and evaluation.  In summary, the proposal would establish a pilot program covering five contracts.  Using staffing ratios similar to well performing contractors, the agency would dedicate no more than 100 FTE to directly administer these five Section 8 contracts.  Their work would be monitored by the same methods used to monitor the performance of outside contractors.  We proposed that the pilot last for two years, with assessments of cost and quality done at one year intervals.  


The PBCA contracts are an example of “dishonest” contracting at HUD.  If only for fiscal honesty, the new administration must meet its promise to AFGE as set forth in a letter dated October 20, 2008, and reverse poor management contracting decisions.  To quote the letter, “[i]t is dishonest to claim real savings by reducing the number of HUD employees overseeing a program but increase the real cost of the program by transferring oversight to contractors.”  The cost to the Section 8 program is many times higher than if this work was done in-house.  A review of other contracts will find similar problems.

5.  Include Union as part of Transition Team


HUD is important to us.  It’s important to us as employees and as community members.  When it comes to HUD’s mission, HUD employees are neither bystanders at work nor at home.  As the democratically elected representatives of HUD’s rank-and-file employees, we are uniquely qualified to present employees’ interests in HUD’s ability to deliver a quality workplace and its ability to deliver quality programs.  


We believe that president-elect Obama values input and participation.  His campaign was a model of grassroots participation.  We are hopeful that his administration will value our input and participation.  Including Council representatives on the Transition Team will demonstrate the administration’s willingness to involve employees in the challenges and opportunities that lie ahead.
Conclusion

We are excited about the potential for changes at HUD.  The record is clear that change is needed.  Our employees have discussed at length president-elect Obama’s letter to AFGE President John Gage sent October 20, 2008.  We want to work with appointees committed to HUD’s mission and capable of executing it.  We want to successfully implement the Housing and Economic Recovery Act of 2008, as well as be part of a planned fiscal stimulus plan.  We agree that fiscal integrity is important, and that costs shouldn’t be shifted to programs.


As set forth in president-elect Obama’s letter—Together, we can provide solutions to our nation’s financial and physical infrastructure problems.

If you have questions regarding any portion of this paper, please contact Council President Russell Varnado at 202/402-8033, or the Chairwoman of our Transition Committee, Carolyn Federoff, at 617/994-8264.  A directory of our Executive Board with contact information immediately follows.
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