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Executive Summary 
 
Across Minnesota, public housing provides safe and affordable housing to 36,000 low-
income people, most of whom are in households headed by seniors and people with 
disabilities.  This includes 12,000 children who call public housing home.  There is public 
housing stock in 210 Minnesota communities, where it is owned and operated by 124 
housing authorities. Funding largely comes from the US Department of Housing and 
Urban Development (HUD).   
 
Public housing now stands at risk.  Public housing properties, estimated to be worth nearly 
$2 billion in Minnesota, are aging and require renewed attention and funding inputs.  
Substantial funding cuts and increased costs for public housing have left Minnesota’s 
communities facing loss of affordable units, deterioration of properties, and potential 
threats to the health and safety of residents. Ultimately, the state of Minnesota stands to 
lose, if this vital safety net housing people at risk for homelessness is compromised. 
 
In order to gauge the impact of shortfalls in funding for public housing in the state, this 
Minnesota Housing Partnership (MHP) study pairs original survey research of housing 
authorities with analysis of HUD data and other supplemental data.  The report finds that 
substantial cuts in funding have led to an array of challenges for public housing 
agencies. Key findings from the MHP report are highlighted below: 
 
RESIDENTS 
 

• 65% of public housing households are occupied by heads of household or 
spouses who are elderly, disabled, or both, compared to a national average of 
50%. 

• The average income of a household in public housing in Minnesota is $12,200. 
• Nearly 3 in 5 households in Minnesota have been in their current public housing 

less than five years. 
 
CHARACTERISTICS OF PUBLIC HOUSING 
 

• Public housing occupancy stands at 97% of units in Minnesota, which is 
considered full occupancy by industry standards. 

• The public housing stock is aging, with many properties requiring serious capital 
improvements.  Only 5% of public housing nationwide is likely to be less than 20 
years old, with the majority of stock over 35 years old. 

• Over 55% of Minnesota public housing properties have 50 units or less, and only 
4.4% of properties have 250 or more units. 

 
FUNDING 
 

• From 2002 to 2007 there was a reduction in regular HUD funding for public housing 
in Minnesota of nearly $13.1 million, or 13.5% (in 2007 dollars).   

• Funding shortfalls have been the rule for both capital and operating funding.  
Capital funding dropped 29% between 2002 and 2007. 

• All but three of the 124 housing authorities with public housing experienced cuts 
in capital funding. 

• Operating subsidies have been funded at less than actual need (as determined 
by HUD) every year since 2003. Operating subsidies were appropriated at only 

 5 



83.4 cents for each dollar required in 2007, for an overall shortfall in operating 
subsidies to Minnesota of $9.6 million in that year alone. 

• Covering the costs of rising utilities costs and the high maintenance requirements 
of aging properties is becoming increasingly difficult.  Utilities costs, which 
represent around 23% of operating expenses for public housing in the US, rose 
41% between 2002 and 2007. 

 
NEEDS OF HOUSING AUTHORITIES 
 

• In the last five years, 196 public housing units in Minnesota have been sold due to 
financial necessity, with hundreds more at risk. 

• Capital funding is the highest priority need for housing authorities, with 
maintenance and management also posing formidable challenges. 

• In the face of financial difficulties, housing authorities are in some cases adopting 
policies with negatives ramifications for very low income residents, such as 
increasing utility costs for residents, increasing minimum rents, and adopting 
preferences for higher income residents. 

• Approximately 40% of housing authorities lack sufficient operating reserves, 
according to HUD standards. 

 
If public housing is to continue providing decent and safe housing to low-income 
Minnesotans needing affordable places to live, it is imperative that public housing be 
funded adequately.  This includes the use of multiple funding strategies, such as 
appropriations, bonding, and taxation at the federal and state levels.  Both operating 
and capital funding must be addressed, so that housing authorities can afford operating 
costs, and so that capital investments can be made to retain existing properties.   
Without these changes, Minnesota’s communities face a high risk for loss of affordable 
units and increasing threats to the health and safety of low-income residents. 
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I. Introduction 
 
The public housing program, funded largely by the US Department of Housing and Urban 
Development (HUD), consists of housing stock owned and operated by a network of 
local housing authorities.  Public housing forms one of the cornerstones of federal 
affordable housing policy strategy.  This housing is meant to provide safe and affordable 
housing to low-income people who would otherwise lack adequate housing.  Currently, 
public housing provides shelter to 36,000 people in Minnesota, including 12,000 children.  
Nearly two-thirds of households are headed by seniors and people with disabilities, 
including those with severe and persistent mental illness. However, public housing stands 
at risk.  With an aging housing stock, long-term federal disinvestment, and a nearly 
complete lack of state funding, the risk of loss of units and decline in quality of the 
program is very real.   
 
The Minnesota Housing Partnership (MHP) has undertaken a detailed study of public 
housing based on a survey of housing authorities across the state in order to better 
understand the challenges facing public housing in the current policy environment.  This 
study is designed to provide a comprehensive overview of Minnesota public housing, 
including information about both residents and housing authorities. Original MHP survey 
data as well as analysis of data provided by Housing and Urban Development (HUD), 
HousingLink, Minnesota Housing (MHFA), and other sources form the basis of the report.   
Analysis of the utilization, funding, and monetary value of public housing as well as survey 
results from an MHP-administered study tell the story of a program at risk.  
 
This report demonstrates the critical need to shore up resources for public housing for 
those who would otherwise face unaffordable rents, or worse, homelessness.  With an 
aging housing stock heading towards serious crisis, urgent attention is required to stave 
off potential disintegration, decay, and loss of units. 
 
 
II. Overview of Public Housing in Minnesota 
 
Public housing is found in 210 different communities across Minnesota and houses over 
20,300 households.  The public housing properties are administered exclusively by 124 
government agencies including Public Housing Authorities (PHAs), Housing and 
Redevelopment Authorities (HRAs), Community Development Authorities (CDAs), and 
Economic Development Authorities (EDAs).  These entities are referred to collectively as 
Housing Authorities (HAs) in this report.1  The HAs are responsible for all aspects of 
managing their property portfolios, including, maintenance, repairs, capital 
improvements, rental of units, and administration.2  HAs vary tremendously in size, with 
those in larger communities, such as Minneapolis and St. Paul, managing dozens of 
public housing sites.  HAs in rural regions frequently have only a small number of units in a 
single building. 
 
In Minnesota, all but ten of the 124 HAs in the state are classified by HUD as “small” or 
“very small”, with less than 250 units each. However, the ten largest HAs account for 64% 
of the state’s units.  Note that the size designation of the HAs in Table 1 reflects the 
number of units administered altogether by a housing authority, not the unit count of any 
individual buildings. That is, the HAs themselves frequently manage a variety of properties 
of various types and sizes, ranging from small, single-family, scattered site properties, to 
multi-family row houses to high-rise buildings. A “small” housing authority might have 
some large buildings in its portfolio, and a “large” housing authority will manage some 
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small properties. (See Appendices D and E for a full listing of Minnesota HAs administering 
public housing by location and size.) 
 

Table 1: Size Distribution of Public Housing Agencies in Minnesota, 20073,4 
HUD Size (based on 
units administered by a 
housing authority)  

HUD Size 
Definition 

HA 
Count 

Number of 
Units 

Represented 

Percent of 
Units in MN 

Extra Large Over 10,000 units 0 0 0% 
Large 1,250-9,999 units 2 10,455 49% 
High Medium 500-1249 units 1 1,101 5% 
Low Medium 250-499 units 7 2,159 10% 
Small 50-249 units 62 5,978 28% 
Very small 1-49 units 52 1,652 8% 
Total  124 21,345 100% 

 
Although common notions about public housing elicit images of behemoth projects with 
hundreds of units beset by urban ills, the public housing in the state fails to conform to 
these stereotypes.  Based on data from the Picture of Subsidized Households, 20005 in 
Table 2, over three-fourths of public housing properties (excluding scattered site) in 
Minnesota have 100 units or less.  Over 55% of properties have 50 units or less, and only 
4.4% of properties have more than 250 units.  Minnesota’s properties tend to be smaller 
than the national average.  For non-scattered site properties, the median number of units 
is 42, compared to a national median of 50 units.6 Scattered site properties are small-
scale, low-density housing developments usually in lower-poverty neighborhoods.  They 
usually have only one or a few units in each property, and account for an additional 
1,474 additional public housing units in the state.  
 

Table 2: Property Size of Public Housing Developments in Minnesota, 2000 
Property Size (non-scattered site}: 
                        20,029 units 

Number of 
Properties 

Percent of 
Properties 

Cumulative 
Percent 

1-10 units 28 10.4% 10.4% 
11-25 units 61 22.6% 33.0% 
26-50 units 61 22.6% 55.6% 

51-100 units 56 20.7% 76.3% 
101-249 units 52 19.3% 95.6% 
250-500 units 10 3.7% 99.3% 

over 500 units 2 0.7% 100.0% 
total  270 100.0%  

Mean Number of Units 74 units   
Median Number of Units 42 units   
Scattered Site Properties:      1,475 units 
Total Units in 2000:  21,504 units 
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A Diverse Minnesota Public Housing Stock 

Multi-family apartment building in Scott County 

High rise building in Minneapolis 

Apartment building in Jackson 

Scattered-site property in St. Paul 

The public housing stock in Minnesota varies 
from large high rises to scattered-site single 
family homes.   
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Figure 1  

 

 
 
 
 



Figure 2 
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Inset 1: Who Lives in Minnesota Public Housing? 

 
 
Except where indicated, figures are based on analysis of the May, 31 2007 Resident 
Characteristics Report from HUD which covers residents of all public housing authorities in 
the state.7 
 
NUMBERS 
 
Approximately 20,319 households, representing over 36,000 individuals, reside in public 
housing in Minnesota.  About 4.2% of all Minnesota renter households, and 1% of all 
households, occupy public housing.8  
 
INCOME 
 
The average income of all households in public housing is $12,187, compared to a national 
average of $11,295.9  The average income of public housing residents in Minnesota is only 
about one-fifth of the median household income of $54,023 for the state.10  Nearly three 
quarters of households in public housing in Minnesota have an income of $15,000 or less. 

 

Households in Public Housing by Income

717

2177

7491

4412

2160
1214

1664

0
1000
2000
3000
4000
5000
6000
7000
8000

$0 $1-5,001 $5,001-
10,000

$10,001-
15,000

$15,001-
20,000

$20,001-
25,000

Over
$25,000

 
A substantial share of families in public housing has earned income.  Approximately 30% of 
families in Minnesota public housing report income from wages.  A lower rate of wage 
earning among residents (compared to 52% nationally11) is probably due to a relatively 
higher proportion of residents who are seniors and/or have a disability (see below). 
National research has found that 90% of non-disabled public housing residents of working 
age have a history of being employed at some point in their lives, and that health 
problems are the biggest barrier to employment.12 
 
SENIORS AND PEOPLE WITH DISABILITIES 
 
Nearly 65% of public housing units in Minnesota have a head of household or spouse who 
is a senior, has a disability, or who is both a senior and has a disability.  This proportion far 
exceeds the national figure, which is about 50%.13 Public housing residents, especially in 
Minnesota, comprise a population group that frequently faces serious obstacles to 
affording housing. Some residents with a disability suffer from severe and persistent mental 
illness, which places them at high risk for homelessness. 

 
 



 
 
 

Distribution of Households in PH by 
Household Status
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RACE AND ETHNICITY 
 
Most households in Minnesota public housing are white, with Black/African-American 
households representing about 31% of households, and Asians representing about 9% of 
households. 

 
Race/Ethnicity of Household Number Percent 
White/Caucasian 11664 58.8% 
Black/African-American 6059 30.5% 
Asian 1746 8.8% 
American Indian or Alaskan Native 348 1.8% 
All others & multi-racial 17 0.1% 
Total households reporting 19834 100.0% 
Hispanic or Latino  467 2.4% 

 
 

AGE OF RESIDENTS AND HOUSEHOLD SIZE 
 
The average household size in Minnesota public housing is small, with 1.79 people.  71% of 
households have only one member, and children are present in 24% of households. 

 

 1 Member 2 Members 3 Members 4 or More 
Members Total 

Number of 
Households 14122 1968 1332 2412 19834 
Percent 71.2% 9.9% 6.7% 12.2% 100.0% 
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About one-fifth of individual residents are seniors aged 62 and older.  About one-third of 
residents are children are under the age of 18.   
 

Age Range Number of Individuals14 Percent 

0 to 17 years 11937 34% 
18 to 50 years 11848 33% 
51 to 61 years 4274 12% 
62 to 82 years 5658 16% 
83 and older 1756 5% 
Total 35473 100% 

 
RENT AND UTILITIES PAYMENTS 
 
Households pay on average $277/month for public housing, including both rent and 
utilities, though nearly a quarter of households pay over $350 monthly.  For most public 
housing households, the amount they pay is set at 30% of their adjusted income. (See 
Appendix C.) 
 

Monthly Total Tenant Payments by 
Households in MN Public Housing
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LENGTH OF STAY 
 
Despite the popular perception that public housing residents stay in their housing long-
term, most residents have been living public housing for less than five years.15 Non-elderly 
and non-disabled households have the shortest stay in public housing.16 

• In Minnesota, 34% of households have been in their current public housing less 
than two years.   

• In Minnesota, 58% of households have been in their current public housing less 
than five years. 

• National studies indicate that the median length of stay in public housing is about 
four years, and that non-elderly and non-disabled households have a median stay 
of only 2.25 years.17 
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Number of Households in Public Housing 
by Length of Stay, Minnesota
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III. Cuts Characterize Funding of Public Housing 
 
It is not possible to understand public housing in Minnesota without first understanding the 
severe budget shortages that characterize public housing nationally.  Michael Stegman, 
writing in 2002, describes the decline of federal funding for housing programs, of which 
public housing is a major component, and a lack of imagination for tackling the problem 
of insufficient affordable housing: 
 

While almost all of HUD’s new spending in 1976 was devoted to increasing 
the stock of assisted housing through construction, rehabilitation, and 
rental assistance, today HUD’s spending is mostly for maintaining or 
improving the existing stock and renewing subsidy contracts.18 

 
Certainly today’s federal funding environment for public housing continues to be 
preservation-oriented, rather than production-oriented, and fails to promote an increase 
in the stock of units.  Furthermore, there is a good case to be made that the funding that 
is appropriated is inadequate even for ongoing maintenance of existing properties.  
Public housing has been especially hard hit with an aging stock and increasing needs 
brought about by a long history of insufficient funding and budget shortfalls year after 
year.  The consequences of this funding shortage for Minnesota’s public housing can be 
seen throughout this report. 
 
Two types of regular HUD funding for public housing are awarded directly to each HA 
every year: funding for capital expenses and an operating fund subsidy.  Capital funding 
is meant for property improvements, major repairs, and renovations.  The operating fund 
subsidy is granted to make up the difference between rent payments collected from 
residents and actual operating expenses.  Operating dollars cover day to day expenses, 
including property management, utilities, and ongoing maintenance and small repairs.  
Analysis of HUD funding data for each of the 124 Minnesota HAs demonstrates severe  
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declines in funding.  Comparison of the funding levels in the five year period from 2002 to 
2007 reveals a major funding reduction statewide of nearly $13.1 million (13.5%) after 
adjusting for inflation.   
 
This pattern of overall funding losses is also seen at the level of individual HAs. Overall, 105 
HAs had lower funding levels in 2007 than 2002.  Fifty-four HAs saw reductions in operating 
funds, and 121 HAs experienced cuts in capital funding.  Of the three HAs that saw 
increases in capital funding, one of them, the Metropolitan Council HRA, began its public 
housing program only recently and did not receive its first capital funding grant until 
2004; a cut in capital funding would not have been possible for this HA. 
 

Table 3: Changes in Funding Levels for Public Housing in Minnesota, 2002-2007 

 
2002 

(in 2007 
dollars) 

2007 
Dollar 

Amount 
Change 

Percent 
Change 

Number of 
HAs Gaining 

Funding 

Number of 
HAs Losing 

Funding 
Capital & RHF 
Funds19,20

 

$49,943,868 $35,476,413 -$14,467,455 -29.0% 3 (2.4%) 121 (97.6%) 

Operating 
Funds21

 

$46,578,808 $47,987,200 $1,408,392 3.0% 70 (56.5%) 54 (43.5%) 

Total $96,524,677 $83,465,620 -$13,059,057 -13.5% 19 (15.3%) 105 (84.7%) 
 
 
 
 

Figure 3: 

Public Housing Funding by HUD in MN 
(in 2007 dollars)
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A. Capital Funding 
 
Capital funding was hit hard between 2002 and 2007, with a decrease of $14.5 million 
(29%) in that time period. The cuts in capital funding may be even more serious than this 
29% reduction implies.  These cuts come at the same time that capital needs are 
increasing, not decreasing, as properties age, and the backlog of needed repairs 
continues to grow.  A 1998 HUD study found that capital needs were accumulating 
nationwide at a pace of $2 billion annually, or $2.54 billion in 2007 dollars. Furthermore, 
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this annual increase in need comes atop an estimated $22 billion backlog of existing 
capital needs.22  The repercussions of this backlog in the Minnesota context will be 
discussed in greater detail in subsequent sections of this report.  Rising construction costs, 
as well as the need to dip into capital funds to cover ongoing operations also contribute 
to the insufficiency of capital funds.  
 
Thus, capital funding cuts, severe as they appear, are even more critical, given the 
accumulation of old needs, accrual of new needs, and shortages in operating funding.  
There is no indication of a likely change in this trend towards increasingly insufficient 
capital funding, with President Bush’s budget calling for an additional cut of about $7 
million for capital funding for 2009.  The depths of the shortage in capital funding can be 
seen in Figure 4, which compares capital needs to capital funding by HUD in 2007 for the 
three largest pubic housing programs in Minnesota: Minneapolis PHA, St. Paul PHA, and 
the HRA of Duluth.  Together, these three HAs have a combined capital need that 
exceeds $317 million. 
 
 

Figure 4: 
Capital Funding Gap, Largest MN 
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Inset 2: Aging Public Housing Stock 
 

The age of the public housing stock is a key concern for housing authorities across the 
country, due to the serious needs for investment, maintenance, and renovation that 
naturally accompanies an aging stock.  The table below represents the age of the public 
housing stock in 2003.   
 

Distribution of Public Housing Units by Property Age in 2003, United States23

Property Age Number of Units Percent of Units 
< 15 years 63,901 5% 
15-30 years 482,972 38% 
30+ years 739,258 57% 
Total 1,286,131 100% 

 
With the passage of five years since 2003, the year in which the most recent data was 
collected, well over half of today’s public housing units are now more than 35 years old.  
Only a small fraction (less than 5%) is under 20 years old.  The aging contributes to high 
operating costs and substantial need for capital improvements. (Note: While a few 
properties have been sold or demolished through HOPE VI since 2003 in Minnesota, the 
vast majority of properties still remain.) 

 
 
 
B. Operating Funding 

 
Analysis of the data reveals that funding for operations is stagnant.  Growing operating 
expenses have not been offset by comparable increases in funding. In order to grasp the 
issues, it is necessary to understand how the operating fund subsidy is granted to each 
individual HA.  Annually, according to a formula, HUD first estimates the amount of rent 
that will be generated by tenant payments to each HA.  (This amount is not insignificant, 
and sometimes totals 50% or more of the entire operating budget for an HA.)  The 
amount of the operating subsidy is then set at a level that should enable each HA to 
cover its remaining operating expenses.  Finally, the actual operating subsidy amount 
awarded to each HA is pro-rated based on annual federal appropriations levels for 
public housing.  Some years, the “pro-ration” is set at 100%, and HAs receive the full 
amount of their determined need.  Other years, when federal appropriations are 
insufficient, the pro-ration is reduced, and HAs receive only a portion of their actual 
need.  Throughout the 1980s and early 1990s, subsidies were most often funded fully, but 
since the mid-1990s, the pro-ration levels have fluctuated wildly, with rates dropping 
precipitously in recent years.  The pro-ration levels were 83.4% in 2007, and are estimated 
at 84.5% for 2008.  The President’s budget for 2009 proposes a pro-ration of 83%. Housing 
authority officials report that the unpredictability of operating fund levels makes planning 
extremely difficult.  
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Figure 5: 
HUD Operating Fund Subsidy for Public Housing as a 

Percentage of HUD-Determined Need, 1981-2009
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While total operating fund subsidies in Minnesota increased nominally in dollars ((by $1.4 
million) from 2002 to 2007, this has not resulted in additional money available for use by 
the HAs for operating expenses.  Again, the primary reason for this is the pro-ration level 
of far less than 100%.  Rising utility costs are also an important contributor.  Regardless of 
operating fund amounts, utility costs must be met through the operating budget.24 
Utilities now comprise almost a quarter of HAs’ operating expenses nationally.25  Between
June, 2002 and June, 2007, the increase in the consumer price index for fuels and utilities 
rose over 41%, compared to a rise in inflation of 16%.

 

ents 
26 Even as pro-rations are made at 

84 or 85 cents on the dollar, HAs must still cover utility costs dollar for dollar.  This pres
challenges for even the most fiscally efficient HAs.  In addition, the requirement that HAs 
shift to a new asset management approach has led to extra administrative costs for 
some HAs.27 
 
Common strategies to cope with operating dollar shortages involve utilizing scarce 
capital funds or agency reserves.  Thus, a cycle of scarcity is established.  When HAs 
economize on operating expenses, such as through deferring maintenance, this can set 
the stage for larger, more expensive capital needs in the future.  And, with capital 
funding increasingly scarce, agencies cannot make the more comprehensive repairs 
that would enable them to reduce operating expenses.  This double bind frequently limits 
the ability of HAs to manage their public housing programs efficiently and effectively.   
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The Relationship between Capital Expenditures and Operating Costs 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

When capital funds are available, HAs are able to make capital improvements that can 
reduce operating expenses in the long term.  For example, installing energy efficient heating, 
ventilation, and air conditioning systems can significantly reduce utility costs.  Similarly, deferred 
maintenance caused by operating fund shortfalls leads to increased capital expenses for the 
future. 
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C. Funding for Special Projects in Public Housing 
 
Operating subsidies and capital funding grants represent the vast majority of regular 
federal funding earmarked for public housing.  Some HUD money, however, is awarded 
to HAs for specific purposes on an irregular, project-by-project basis. The Minnesota 
history since 2000 of such awards, which cannot be used for regular, ongoing expenses, 
can be found in the table below, with greater detail in Appendix G.  All in all, extra 
irregular federal funding for public housing has represented only a small fraction of total 
funding to Minnesota.  This special funding averaged $5.1 million annually from 2000 
through 2007.  Since 2005, less than $100,000 has been awarded each year, however.  By 
comparison, capital and operating funding totaled $96.5 million in 2002 and $83.5 million 
in 2007.  
 

Table 4: HUD Funding for Special Projects for Public Housing in MN since 2000  
(Figures not adjusted for inflation; see Appendix G for additional details) 

Year Amount Number of HAs benefiting 
2000 $2,758,012 4 
2001 $2,808,745 4 
2002 $34,936,491 4 
2003 $350,000 1 
2004 $128,898 3 
2005 $ 0 0 
2006 $77,345 2 
2007 $99,666 3 

 
Slightly more than $34 million of the special funding in 2002 came from HOPE VI funding 
for revitalization of two projects: Harbor View Homes in Duluth and Heritage Park in 
Minneapolis.  Unfortunately, HOPE VI grants, which fund the demolition, replacement, 
and revitalization of “severely distressed” public housing, cannot be expected to 
increase.  In every year since 2004, there has been a proposal by the Bush administration 
to eliminate the HOPE VI program, and its funding has been largely gutted, dropping 
from $750 million in 1992 to $99 million in 2007 nationally.28 In addition, most Minnesota 
properties would not qualify as “severely distressed” and would thus be ineligible. The 
Public Housing Drug Elimination Program (PHDEP), which accounts for all special projects 
funding in 2000 and 2001, was phased out as a separate program in 2002. 
 
D. Funding from Non-Federal Sources 

 
As previously discussed, the vast majority of funding subsidies for public housing after 
residents’ rent is collected consists of federal HUD money for capital and operating 
expenses.  Non-federal sources, including state and local sources, currently make up only 
a very small fraction of funding for public housing in Minnesota.  Non-federal funding also 
varies significantly from HA to HA. 
 
With respect to funding from the State of Minnesota, support for public housing has been 
very limited.  The only state funding for public housing has been a $5 million one-time 
commitment in 2007 through the Preservation Affordable Rental Investment Fund (PARIF) 
program of Minnesota Housing (MHFA).  This funding included a $2.5 million appropriation 
by the legislature matched by $2.5 million in Minnesota Housing reserves.  State grants 
were made available to HAs in 2007 for operations, capital expenditures, or both for up 
to $500,000 for larger HAs (250 or more units) and up to $150,000 for smaller HAs (under 
250 units).  Awards were made on a competitive basis in early 2008 to 24 HAs.  
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The other funding sources available to HAs are local and internal sources. Some HAs 
have been successful in securing funds locally to bridge the gap between residents’ rent, 
federal resources, and actual need.29 When local funding is utilized for public housing in 
Minnesota, it most often takes the form of local levies, bond sales or special tax 
treatment.  Data is not readily available about the amount of local funding secured by 
HAs for public housing, but HA administrators consulted for this study reported that local 
funding varies widely. For example, the City of Minneapolis has chosen to invest some 
resources in the public housing of the Minneapolis PHA as a strategy to combat the 
threat of urban blight posed by properties decaying due to lack of federal funding. 
However, this funding, which includes money raised through a local tax levy and a small 
amount of CDBG funds, totals only about 2% of the budget of the Minneapolis PHA.  In 
other cases, such as the St. Paul PHA, local funding is unavailable, though this HA has 
undertaken creative revenue-generating measures such as leasing roof space on high-
rises for cell phone antennas. 
 
Sometimes HAs with the capacity to do so have chosen to funnel money internally from 
other elements of their housing programs to subsidize their financially burdened public 
housing programs.  This shifting can then threaten to shortchange their other programs. 
 
 

Inset 3: The History of Public Housing in the U.S. 
 
The origin of the public housing program is usually traced to the U.S. Housing Act of 1937.  
The public housing established at that time was forged with hopes of meeting multiple 
goals: providing decent housing, transcending the urban decay of the Depression, and 
producing jobs through housing construction.  Initially, public housing was not meant for 
the poorest of the poor, but as a stopgap measure for middle income earners unable to 
find affordable housing on the private market.30,31 Unlike today, at that time, rents paid by 
tenants were intended to cover all operating costs.32 The architecture of buildings built in 
the 1930’s, a blend of European modernism and American traditions, was designed for an 
orderly, if stark, look and feel.  This was meant as a contrast to the urban slums of the day, 
and embodied the idealism of the period.33 
 
After World War I, the 1949 Housing Act jumpstarted production of public housing once 
again after a wartime decline in construction.  Most buildings of this period were three 
stories or less.34  This Act is recognized as ushering in an important shift for public housing.  
With this Act, the target population for public housing was designated not as the working 
class, but as the very poor.  Policies of rent limits and evictions of those with incomes 
beyond the poverty level resulted in increasing concentrations of the very poor in public 
housing.35  The incomes of public housing residents began a descent from 64% of median 
income in 1950, to 37% of median income by 1970, to 22% by 1999.36,37 
 
By the late 1950s and into the 1960s, high-rises ascended as the architectural choice for 
public housing, especially in large cities such as New York, Chicago, St. Louis, and 
Philadelphia. Alexander von Hoffman notes that despite reservations by some, reformist 
“tower-in-the-park theorists subscribed to the notion that elevator buildings would 
reproduce earthbound neighborhoods in the air”.38  Construction in this period tended to 
be under-funded, with bloated expenses.  Sadly, shortcuts in design and construction 
quality were all-too-common.  In large cities, the siting of large projects tended to be in 
slum neighborhoods.  This set the stage, starting in the late 1960s, for the image of public 
housing as a failure.  While many projects justified this image, some projects, especially 
those for the elderly, tended to operate smoothly, contributing to quality of life and 
providing decent affordable housing.  In fact, some failed high-rises formerly meant for 
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families have been converted for use by seniors with success, and high-rises in many rural 
areas have operated smoothly over time.39 
 
In the late 1960s and early 1970s, recognizing the myriad problems associated with large 
projects that integrated poorly within a neighborhood environment, the design of public 
housing projects changed once again.  Many new projects were designed to look much 
more like other non-public housing dwellings, and to promote safety and community 
connection.40  In 1968, through recognition of the failed experiment of large family 
projects, the building of high-rises for families was, in fact, prohibited by HUD.41 Congress 
ceased funding any new family high-rises in the 1970s, though far lower levels of 
production of high-rises for the elderly and low-rises for families continued into the early 
1980s.42   Since 1981, the little public housing stock that has been constructed has been 
primarily scattered-site developments consisting of fifty units or less.43 
 
Financing for public housing also changed over the years. Operating expenses nationwide 
began, in the 1960s, to grow much faster than residents’ income.  In 1968, rent ceilings 
were imposed so that residents would pay no more than 25% of their income for public 
housing.44  This increased to 30% in 1981, a figure which persists to this day.45 
 
From the early 1990s and continuing until today, virtually all new production of public 
housing has been funded through the HOPE VI program.  HOPE VI was instituted 1993 for 
reconstruction, rehabilitation, and replacement of severely distressed public housing, 
primarily in the nation’s 40 largest cities. (Severely distressed public housing contributes to 
neighborhood decline, has serious physical deterioration or design flaws, including that of 
overly high density, and has a high concentration of dependent residents and/or problems 
of crime.46) The other major reform of the 1990s was the Public Housing Reform Act of 1998.  
Recognition of the problems stemming from extreme concentration of the poor in public 
housing led to this Act, which mandated that families with incomes below 30% of the area 
median income (AMI) make up 40% of new admissions for each housing authority, but that 
other households may have incomes up to 80% of AMI.47   To this day, the higher income 
limits remain controversial due to a tension between concerns about the concentration of 
extreme poverty and the risk that housing authorities, under financial duress, will fail to 
serve those most in need by choosing higher income applicants. 

 
 
 
IV. Public Housing in Demand: Occupancy Rates and Waiting 
Lists 
 
In spite of the funding cuts that have beset public housing, public housing continues to 
be in high demand and well-utilized by Minnesotans, especially as housing affordability 
becomes increasingly elusive for low-income residents.  While a small minority of HAs in 
Greater Minnesota experience challenges in keeping their units occupied, extremely 
high overall occupancy rates and long waiting lists point to the utility and continuing 
need for this public investment.  This underscores the value that public housing has for 
those who need it: seniors, people with disabilities, and families living in poverty, the very 
people most at risk for homelessness. 
 
Currently, about 4% of rental units in the state of Minnesota are public housing units, the 
same as the national average.48  In order to be affordable by HUD standards, families 
should pay no more than 30% of their income for housing, including utilities.  Here in 
Minnesota, the average family in public housing, with a household income of $12,187 
annually, would be able to afford approximately $304 per month for rent and utilities.  
Statewide, the bottom quarter of rental units had a median cost of $445 in 2006, 
excluding utilities unless they are included in the rent.49  Even this amount would be 
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unaffordable to most of these families, who would struggle to find suitable housing, were 
it not for the public housing program.  
 
The number of families in need of affordable housing is also growing.  Between 2001 and 
2006, the total number of renter households in Minnesota living in very unaffordable 
rental housing and paying over half their income for housing increased by 21%.  
Simultaneously, the number of units available for under $300 a month declined 20% from 
2002 to 2006.50 Thus, while more families are paying higher proportions of their income for 
housing, fewer low rent units are available.  
 
Results of the 2007 MHP survey bear out the need for public housing in Minnesota.  When 
adjusted for the number of units held by each HA, the results show that at the time of the 
survey, 97% of the public housing units were occupied statewide. In the private rental 
market, a vacancy rate of 95% or higher is considered full occupancy. Out of the eighty-
two HAs reporting their occupancy rate, only three had an occupancy rate of less than 
80%. 
 
The available information about waiting list times for entry into public housing in 
Minnesota also suggests that public housing is in high demand by residents.  The Twin 
Cities-based non-profit HousingLink maintains data on waiting list times for public housing 
across the state (see Table 6).  It is not possible to estimate an average waiting time for 
entry into public housing, because data is often reported in time ranges (e.g. 3 to 12 
months) and waiting list times frequently vary by the type of unit (e.g. high-rise elderly unit 
vs. family units) even for the same HA.   
 
However, it is possible to analyze the shortest and the longest waiting list times reported 
for each HA. This data reveals that at the time the information was collected in late 2007, 
only 8% of HAs reporting data had no wait at all for public housing.  Five HAs (6.3%) had 
closed their wait lists completely, which is a step taken only when wait lists are already 
lengthy and there is no chance of new applicants getting into public housing within a 
reasonable timeframe.  Altogether, 21% of HAs had a minimum wait of at least eight 
months for entry into any kind of public housing.  More than three-fifths of HAs had a 
situation in which at least some kinds of units (typically family housing) required a wait of 
up to eight months or more.  Thus, applicants for public housing face long waits in a 
majority of HAs for at least some kinds of units.  This indicates that public housing 
availability is insufficient in many areas. 
 

Table 5: Waiting List Times for Public Housing 
 Minimum wait time51 Maximum wait time 

Number of months Number of HAs Percent of 
HAs 

Number of 
HAs 

Percent of 
HAs 

Zero 13 16.3% 6 7.9% 
1 to 3 39 48.8% 11 14.5% 
4 to 6 11 13.8% 12 15.8% 
8 to 12 11 13.8% 17 22.4% 
15 to 24 1 1.3% 18 23.7% 
Over 24 0 0.0% 6 7.9% 
Closed 5 6.3% 6 7.9% 
Total reporting 80 100.0% 76 100.0% 
Missing data 44  48  
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V. Survey Results: Public Housing on Shaky Ground in Minnesota 
 
The context of funding cuts and strong demand for aging public housing in Minnesota 
suggests that housing agencies themselves are apt to face increasing difficulties in 
managing public housing.  To assess whether or not this is in fact the case, MHP 
conducted a survey of HAs across Minnesota in 2007.  The MHP survey was designed to 
elicit information about how housing authorities are coping with budget shortfalls and to 
better understand potential implications for residents. It was created with input from 
public housing officials and local and national experts in the field of public housing so 
that information about priority needs and adaptive strategies in response to funding cuts 
could be collected.  Eighty-three public housing administrators representing 84 HAs 
returned the survey, for response rate of 68% of HAs and 90% of units across the state. To 
provide additional texture about the needs of HAs, applications by HAs to Minnesota 
Housing (MHFA) for Preservation Affordable Rental Investment Fund (PARIF) program 
grants for public housing improvements were also reviewed.  These data sources, 
including survey tabulation, open ended comments on the survey, and narrative quotes 
of the grant applications, paint a picture of crisis in public housing in Minnesota. (See 
Appendices A and B for additional details about data sources, methods, and survey 
questions.) 

 
A. Capital Needs and Maintenance Top List of Serious Needs 
 
In the MHP survey, housing authority administrators were asked to imagine that they 
suddenly had additional funding available, and to prioritize their public housing needs.  
While respondents described an array of important needs, funding for capital 
improvements clearly emerged as the highest priority need, with maintenance and 
security also posing formidable challenges for many HAs.   
 
Of the HAs responding to the first question in which respondents were asked to prioritize 
needs, 62 (79%) ranked capital improvements as a “higher priority”, and an additional 13 
(17%) ranked it as a “medium priority”.  Only three HAs (4%) ranked capital improvements 
as a “lower priority” or “not a priority”, which serves as an indication of the pervasiveness 
of capital needs across the state.  Given the aging of public housing properties, this is to 
be expected. Maintenance also elicited a strong response as a high priority, with over 
half of respondents assigning it a higher priority, plus 38% assigning it a medium priority.  
Security, housing managers, and cutting tenant costs also were seen as important 
priorities by HAs, but clearly the nuts and bolts of property upkeep, repair, and 
replacement were the most pressing concerns.  
 
Rather than existing as completely separate kinds of needs, capital needs and 
maintenance needs can overlap.  In general, capital needs include replacement or 
upgrade of facilities (e.g. a new roof, a new boiler, renovation of units, etc.) which 
lengthens the life of a property, while maintenance refers to more routine repairs (e.g. 
repairing a leak in a roof, changing a filter, or repainting). However, older buildings and 
units are more likely to require more frequent and serious repairs. When capital 
improvements are deferred, greater maintenance can be required, and when routine 
maintenance is deferred, it can lead to future capital costs. 
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Figure 6: 
Rating of Funding Priorities for Public Housing

by Survey Respondents

62

42

24

11
8

13

31

21

27 25

1
5

20 21 21

2 4

11 12

20

0

10

20

30

40

50

60

70

Capital
Improvements 

Maintenance Security Cutting Tenant
Costs 

Housing
Managers

Higher Priority 
Medium Priority
Lower Priority
Not a Priority

 
      n=78               n=82             n=76        n=71    n=74   

 
Respondents were then asked to select their HA’s “most serious need”.  Capital 
improvements were seen as the most serious need by 57% of the respondents.  
Maintenance was selected by an additional 24%.  These findings underscore the breadth 
of these needs across HAs in Minnesota.52  
 

Table 6: Listing of "Most Serious Needs" in MHP Survey 
(n=78) 

“Most Serious Need” Number of times listed Percent of total 
Capital Improvements 49 57.0% 
Maintenance 21 24.4% 
Security 5 5.8% 
Housing Managers 5 5.8% 
Operating Subsidies  4 4.7% 
Other 2 2.3% 
Total Serious Needs 86 100.0% 

 
In the MHP survey, in addition to the commonly mentioned needs such as roofs, siding, 
windows, and remodeling of apartments, some HAs stated needs directly relating to 
resident health and safety, ranging from carbon monoxide detectors to asbestos 
abatement, to wheelchair accessibility and emergency power generators, to security 
systems. 
 

 26



 
 Serious Capital Needs: Examples from the Minneapolis PHA 

Capital needs for public housing properties 
of the Minneapolis PHA include remodeling 
needs, decaying infrastructure, mold 
problems, and damaged foundations. 
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Capital improvements also stood out as the primary need among the 35 HAs that 
submitted applications to Minnesota Housing in October, 2007 for Preservation 
Affordable Rental Investment Fund (PARIF) grants for public housing.  Applications could 
be made for either capital or operating expenses.  However, 28 HAs applied for capital 
funding exclusively, five applied for both capital and operating funds, and only one 
applied for operating funds alone.  Many of the applicants sought grant amounts equal 
to or in excess of the upper limit in the grant guidelines. 
 

Table 7: Applications by HAs for PARIF Grants, October, 2007 

 Large HAs 
(250+ units) 

Small HAs 
(less than 250 units) Total 

Number of applications 7 27 34 
Amount sought $5,200,000 $4,400,000 $9,600,000 
Upper limit per agency in 
grant guidelines $500,000 $150,000  

 
Comments from HAs both from the MHP survey and the PARIF applications give a flavor 
of the extent and seriousness of capital needs across the state. 
 

Broadway Haus Apartments of the New Ulm EDA is a 40-unit public housing 
project for seniors and people with disabilities which requires mold remediation. 
The EDA has a 99% occupancy rate: 

A potentially serious mold issue affects every unit and could even 
compromise the viability of the structure. Mold can especially affect the 
health of elderly persons and those with respiratory conditions.   This is 
troublesome for a property that provides housing for seniors and disabled 
persons. HUD capital funding alone cannot cover the scope, and mold 
removal is just one of many capital funding needs.  

 
Major renovations needed on a 30-unit property of the Carver County CDA: 

We have a 30-unit property that was built in the 60’s and 70’s.  It needs 
new siding, roof, windows, mechanical systems, kitchen remodeling and 
waterproofing of the basement.  The cost of this project is over four years’ 
worth of our capital funds-- funds that we receive to cover all our 81 units.   

 
Interior and exterior needs of the Warroad HRA: 

The interior of our building hasn’t had any major updating in over forty 
years.  We need to renovate the kitchens and bathrooms and replace all 
of the appliances.  All of the lighting fixtures need to be upgraded and 
made energy efficient.  We also need to continue replacing siding, 
windows, and sidewalks.  Compliance with ADA [Americans with 
Disabilities Act] standards also needs immediate attention. 

 
Capital needs impact residents in a Jackson HRA property: 

We have a serious need for parking space at a building originally created 
for elderly-only residents.  Central air units are also needed in our family 
housing.  We put in new windows in these units a few years ago and the 
tenants were asked not to put A/C units into them, as it ruins them. We 
have families that are all sleeping in their living rooms on the floor and 
couches when it’s hot in the summer.  One tenant asked, "What good is a 
three bedroom unit when we're all sleeping in the living room on the 
floor?" The interior doors in our houses and high-rise units need to be 
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replaced. Many are in awful shape and we continue patching them up 
because we can't afford to replace them all. Our capital funds keep 
getting cut, so they go to major projects with the biggest impact, and we 
keep getting less and less done. 

 
The Hutchinson HRA has a 101 unit high-rise housing primarily elderly and disabled 
families which requires serious repairs to the physical building, and important 
upgrades and renovation. The building is 34 years old with an occupancy rate of 
99%: 

Deteriorating caulking on the south and west sides of the building creates 
a risk of wall and sheetrock damage due to water infiltration along with 
possible mold issues. Re-caulking would protect the whole building 
envelope.  Eleven apartments on the first and second floor require 
renovation, because the wiring and fuse box do not meet current code. 
The second floor laundry and corridor and first floor corridor also need 
updating.  Modifying the ventilation system would improve ventilation and 
reduce energy costs by almost $12,000/year. Our immediate needs are 
projected to be $400,000, which surpasses the $109,335 per year we are 
allotted for capital funding. 

 
B. Operating Fund Reserves Are Running Low 
 
While capital funding needs top the list as most urgent of issues, operating fund shortages 
are also serious.  The number of months of operating reserves on hand serves as an 
indicator of the financial health of each HA’s public housing program. Insufficient 
operating reserves suggest that public housing programs are not sound enough 
financially to weather temporary cash-flow shortages or increases in program costs.  If 
there is an unexpected rise in utility costs, maintenance needs, or delayed grant awards, 
the HAs face may difficult financial decisions. 
 
In order to evaluate the size of operating reserves of the HAs, the responses to the MHP 
survey were tabulated according to two standards.  Al Hester, Housing Policy Director of 
the St. Paul PHA, explained that in past years HUD considered operating reserves equal  
 

Table 8: Number of Months of Operating Reserves for Public Housing by HAs 

Months Number of 
HAs 

Percent of 
HAs 

Number of 
Units (ACC) 

Percent 
of Units 

0 or negative 5 6.8% 436 2.4% 
.1 to 1.9 3 4.1% 337 1.8% 
2 to 3.9 11 15.1% 7,206 39.0% 
4 to 5.9 11 15.1% 1,090 5.9% 
6 to 7.9 12 16.4% 6,876 37.2% 
8 to 11.9 12 16.4% 1,196 6.5% 
12 to 17.9 5 6.8% 1,076 5.8% 
18 and over 14 19.2% 274 1.5% 
Sub-Total 73 100.0% 18,491 100.0% 
Non-responders (question left 
unanswered [n=11] or survey 
not returned [n=40]) 

51  2,854  

TOTAL 124  21,345  
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to six months of routine operating expenses to be sufficient for normal operations.  
However, HUD’s newer standard now recommends an “Expendable Fund Balance” (EFB, 
similar to operating reserves) that varies in months according to the size designation of 
the HA.  (See Appendix H for details).   
 
Using the six-month standard, a significant minority (41%) of HAs lacked an adequate 
cushion of operating reserves.  Accounting for the number of units that each HA 
manages, nearly half of Minnesota’s public housing units surveyed (49%) were managed 
by a housing authority not meeting this standard.  Using the EFB standards, 33% of HAs 
representing 46% of units held insufficient operating reserves.  
 

Public housing managed by the Sleepy Eye HRA in Brown County enables low 
income elderly and disabled tenants to age in place, rather than move to a 
nursing home or group home.  This provides a cost savings to both Brown County 
and the State of Minnesota.  However, the HRA is being forced to use much of its 
capital funding for operating expenses, despite extensive capital need: 

The Sleepy Eye HRA is currently using the bulk of 2007 capital funding to 
meet operating budget shortfalls and for a project to convert apartments 
from unpopular very small units to larger 1- and 2-bedroom units. The roof 
is in need of repair or replacement, vacated apartments need floor 
covering upgrades, interior community space flooring is in need of 
replacement, outside parking and drive-up areas need to be seal-
coated, shrubbery is overgrown, and major replumbing projects are 
needed in the first floor units.  The 2008 capital funding will be entirely 
consumed by the roof project.  All other capital needs will be pushed 
back or put on hold for an additional 2-5 years. 

 
C. Housing Authorities Worse Off than Five Years Ago 
 
As properties continue to age and housing authorities experience repeated shortfalls in 
funding, the impact is increasingly likely to be felt on the ground.  In order to get a sense 
of this impact over time, the MHP asked survey respondents to compare their HA’s ability 
to administer their public housing program now versus five years earlier in three areas: 
management of properties (leasing, occupancy, tenant issues etc.), maintenance of 
properties (repairs, groundskeeping, janitorial work, etc.), and ensuring the safety and 
security of properties.53 
 
The results suggest an overall trend towards more hardship in administering public 
housing in recent years.  With respect to property management, the number of HAs that 
reported decline over the last five years outnumbered those that reported improvement 
by more than two to one (34 worse vs. 16 better).  Maintenance was also seen as more 
challenging now (29 worse vs. 19 better).  With limited operating funds available and 
utilities costs rising, this is not surprising; the Center on Budget and Policy Priorities notes 
that almost half of non-utility operating costs borne by HA for public housing are for 
maintenance.54 Comments made in the surveys also indicated that HAs tried to ensure 
safety and security of residents, despite challenges.  About the same number of HAs 
reported this area to be worse now (17) as better now (15). 
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Figure 7: 

Changes Over Last Five Years in Respondents' 
Ability to Operate Public Housing
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Keeping up with maintenance in a milieu of insufficient funding and aging properties is 

hallenging for HAs across the state. 
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onstruction. We had to remove and abate 
it promptly for safety reasons.   

 
Difficult

 do is put a band aid on the problem, rather than fix 
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ilding and have deferred needed 

sidewalk and driveway repairs.  
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 manage their properties well due to extra burdens on staff time. 

 
Reporti

s to follow and too many 
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Lack of
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c

ral damage at the North Mankato HRA:  
Many hidden costs are showing up such as water pipes cracking and 
leaking within the walls, causing damage on different floors. Our front soffit 
started to drop due to age of c

y in making lasting repairs at the Hopkins HRA:  
The lack of funds makes it difficult to make the needed repairs.  
Sometimes all we can

 
epairs completed at the Renville County HRA/EDA:  
We defer some routine maintenance, such as painting, carpeting, and 
replacement of fixtures and appliances longer now. We have elimina
lawn service at our apartment bu

 
Especially for smaller HAs, new reporting demands were felt to cut in
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ng regulations at the Cottonwood HRA:   
There are now many more rules and regulation

 
 staff time at the Detroit Lakes HRA:   
It takes more time to do all the reporting so, it is much hard
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Impact

 
gal processes and we have less 

and less interaction with our tenants.  

plain why 

changed in the last five years.  Funding was a constant barrier for improving safety. 
  

Funding

 eliminate the tripping hazards on 
our sidewalks and in our parking lots.   

Less ab
 the 

e. In 

e.  For those without family, it becomes a 
tough issue for all of us. 

 
 

ern about resident safety but lack of funding to make needed 
change

nts 

 

 would substantially reduce the risk factors for 
residents and fire fighters.  

D. The Need for Cost-Cutting Risks Shortchanging Residents 

dents.  Again, the survey found that fiscal needs 
equently drive decisions of HAs. 

 on clients at the Jackson HRA:   
With so many more requirements, it takes quite a bit more time to get 
someone leased up now. Clients living in a state of crisis sometimes don't 
have the time to wait for all of the processing. We spend more and more
time with reporting requirements and le

 
Security and safety were strongly valued and prioritized by HAs, which might ex
most HAs reported that their ability to ensure safety and security has remained 
un

 needed for better security at safety at the Warroad HRA:   
We need to upgrade our security surveillance equipment and address 
security issues, such as changing keys and locks on all interior, exterior, 
and apartment doors.  We also need to

 
ility to ensure safety for those at risk at the Morris HRA:   
We have an outdated security system, so residents simply open
doors for anyone they see coming.  This greatly diminishes the 
safety of those who are seeking refuge from someone abusiv
the past we were better able to take time to help residents, 
especially the elderly, deal with the paperwork issues.  Now, we 
simply don’t have the tim

Excerpts from a recent report on capital needs of the St. Paul PHA illustrated
serious conc

s: 
Severe federal funding cuts have forced the PHA to suspend its long-
range plan to install fire suppression sprinklers and replace fire alarm 
systems at its 16 hi-rise apartment buildings.  Elderly and disabled reside
of the PHA’s hi-rises are at risk in the event of fire due to their frail and 
disabled condition.  Vulnerable residents cannot be evacuated down the
stairs, especially from the upper floors.   Fire suppression sprinklers and an 
integrated fire alarm system

 

 
Other survey questions were designed to probe for cost-cutting measures that could 
have negative implications for resi
fr
 
Changes in tenant charges for utility costs 
As mentioned previously, utility costs have increased substantially in recent years (41% 
between June, 2002 and June, 2007 versus 16% for inflation in the same period).  Th
costs must be covered someh

ese 
ow, and in some cases residents are being asked to 

oulder part of the burden.  

st 

sh
 
The MHP survey asked HA respondents about ways in which they have changed utilities 
payments in recent years.55  The results suggest that in a number of cases, residents, mo
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of whom have very low incomes, are facing increases in their payments.  Seventy-four 
HAs responded to a survey question about any changes in tenant charges for utility costs 

ver the last five years.  27% reported shifting more of the utilities costs on to tenants. 

ce for that year.  At least one other HA also is considering doing the same in the 
ture. 

pressed 

 of the situation for their HA and the extra challenges and 
financial drain this creates. 

 EDA/HRA staff concerned about impact of increased payments 
for resid

ould 

osts, 
 

r residents with limited incomes to manage well on their 
budgets. 

Use of s

sfer money from savings to operating accounts to cover 
utility expenses.  

o
 
Most often, appliance surcharges for those appliances considered optional (air 
conditioning units, freezers, etc.) were either instituted newly or the surcharge amounts 
were raised.  A few HAs increased coin-operated washer and dryer costs to residents.  
One HA delayed utility allowance increases for twelve months to save costs to the HA.  
This meant that residents bore the extra utility costs that increased beyond the existing 
allowan
fu
 
There is no evidence that decisions to increase costs to tenants are being taken lightly by 
the HAs, and even in the short written questionnaire, a number of respondents ex
struggling with finding creative ways to manage increasing costs.  Others simply 
acknowledged the difficulty

 
Renville County

ents:   
We haven't made any changes in the way we charge for utilities. We 
have considered making the HRA pay the utilities and increasing the 
tenant rents by the amount of the utility allowance. However, this w
have the disadvantage of making the tenants ineligible for energy 
assistance and of being a disincentive for conservation. High utility c
especially in the winter in our scattered site properties, make it very
difficult fo

 
avings at the Pine River HRA:   
We haven’t made changes in how residents are charged for utilities. We 
have had to tran

 
Changes in minimum rents 
Under HUD rules, tenant payments of rent plus utilities are set for each public housing 
household at the higher of 30% of monthly adjusted income or at a minimum rent, usually
$25 to $50.  (See Appendix C for details.)  In the survey, HAs were asked to describe a
changes made to the minimum rent policy in the last five years as a way of gauging 
impact on residents.  Of the 81 HAs that responded to this question, 18 (22%) changed 
their minimum rent policy in some way.  Though one HA (1.2%) indicated a minimum rent
decrease due to a requirement by HUD, the remaining 17 HAs reported a minimum rent 
increase or instituting a minimum rent policy for the first time.  Two of the HAs that did not 
increase their minimum rents indicated that they did raise their ceiling (market) rents as a
strategy to increase income to the HA, which would mean that higher-income resid
able to afford market rent rates would pay more.  In addition, one of the HAs that 
increased its minimum

 
ny 

 

 
ents 

 rent also instituted a $25 late fee for rents as another income-
enerating strategy.  g

 
Changes in supportive services 
A number of HAs offer at least some kind of supportive services to residents, and others
refer out for such services.  There was evidence from the MHP survey that changes in 

 

 33



supportive services by HAs followed funding streams.56  All together, nine HAs indicated 
that they changed the supportive services they offered in the last five years. Four were 
service additions, four described losses of services, and one described both an addit
and a loss.  Comments from the survey suggested that many HAs

ion 
 would like to offer 

pportive services, but funding constrains their ability to do so.   
 

Lack o
 

 of 
the resident population, but have no dedicated staff for that purpose. 

The St. 
Self-

r, 
OSS grant for a service coordinator and will be 

increasing the hours.  

su

f staff to provide referrals and information at the HRA of Duluth:   
We only have HUD funding under the ROSS [Resident Opportunities Self
Sufficiency] program for service coordination for elderly and disabled 
residents.  We do try to provide information and referral for the balance

 
Louis Park Housing Authority in a similar situation: 
We have a service coordinator for the high-rise and an FSS [Family 
Sufficiency] Coordinator serving our public housing and Section 8 
participants. The hours for both positions have been reduced.  Howeve
we did just receive a R

 
Preferences for higher income households 
As mentioned previously, the amount of money which an HA can charge a household 
for rent is based on the income of the household.  Thus, higher income households can
generate more money and be less of a financial drain for the HA.  While the eligibility 
rules for public housing mandate that 40% of new households admitted within a HA mus
have incomes below 30% of the area median income (AMI), the remainder may ha
incomes up to 80% of the AMI. (See Appendix C.)  Note that the operating subsidy 
granted by HUD to an HA declines when higher income households are admitted into
public housing, because of the higher rent payments generated.  However the extra 
income from tenants is not subject to potential operating subsidy pro-rati

 

t 
ve 

 

ons (see Section 
I).  Thus, there is a financial incentive to admit higher income residents. 

ked 

he 
nsitivity of asking such a question, even this voluntary response by HAs is 

notable. 

From th
 

ccupancy Policy that includes students, and they often 
pay higher rents. 

From th

higher income households if there are no lower income applications. 

II
 
Of the surveyed HAs, 6 (8%) of the 79 respondents to this question stated that they 
changed their policies in the last five years towards favoring higher income applicants in 
the application process, and three others volunteered information (without being as
explicitly) that they are considering such a change. One more explained that such 
preferences have been in place in excess of five years, which means that it would not 
show up in the survey responses.  This may be the case for other HAs as well.  Given t
potential se

 
e North Mankato HRA:   
We do not favor higher income applicants, but we do have an Admissions
and Continued O

 
e Red Lake Falls HRA: 
We eliminated rental concessions to attract students and will accept 

 
Sale of public housing properties 
Sale of public housing properties due to financial burden represents the “last straw” for 
HAs struggling to keep their programs afloat financially.  It also represents a serious loss in 
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the public investment in public housing and a failure to preserve affordable housing.  
Between 1999 and 2005, over 100,000 units of public housing are estimated to ha
lost nationwide, despite the fact that there has been no decline in the need for 
affordable housing.

ve been 

units, the possibility of additional losses in future years, and no reduction 
 housing need. 

r 
 to 

molished, not 
cluding 200 severely distressed units demolished through HOPE VI. 

 

e 
 is too low to replace lost housing unit for unit. (See endnote 19 for 

ore information.) 
 

Table 9: Number of Units Removed from Public Housing Stock, 2

57 These patterns are reflected In Minnesota, too, with an ongoing loss 
of public housing 
in
 
In order to ensure complete information about the number of properties actually sold o
demolished, data was requested from HUD to supplement survey data.  According
HUD, since 2002, 196 public housing properties have been sold or de
in
 
The MHP survey also asked HAs to report any sale or considered sale of public housing 
units in the last five years. In response to this question, 17.5% of respondents reported that 
they have sold public housing properties over the last five years or are considering future 
sales.  This includes 7.5% that reported actually selling public housing properties.  In total,
survey respondents reported that they were considering the sale of 329 units.  Although 
some of these HAs will replace lost units with Section 8 vouchers or other programs, the 
survey indicates that there is no plan to replace at least 170 of units under consideration 
for sale. Conflicting interpretations of policy leave questions about whether or not HUD is 
legally required to replace units lost through sale.  Currently, HUD provides funds for lost 
units through Replacement Housing Factor (RHF) funding to the HAs that qualify, but th
level of RHF funding
m

002-January, 2008* 

Housing Authority Sold Demolished 
Outstanding requests 

Total Loss to HUD for 
Sale/Demolition 

Blue Earth County EDA 9  9  
HRA of Duluth 4  4  
Hibbing HRA 60  60  
Hopkins HRA  10 10  
Mankato EDA    1 
Minneapolis PHA 4 2 6 5 
Moorhead PHA  46 46  
Northwest MN Multi- 15  County HRA 15  

Scott County HRA 14  14  
St. Paul PHA 32  32 6 
TOTAL 124 72 196 12 

*Duluth had an additional 200 units demolished through a HOPE VI revitalization grant in 2004-5. 

 as 

 the rule.  Generally, high maintenance 
nd operating costs lead to the decision to sell. 

 

 
Four of the Greater Minnesota HAs cited a high vacancy rate as a factor influencing sale 
of properties; in three of the four cases this reason was paired with other reasons such
high maintenance costs or lack of funding.  One HA cited population decline as the 
reason for high vacancy rates.  However, given the extremely low vacancy rates across 
the state, this situation is the exception more than
a
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Sale of public housing properties is cause for concern, both because of the loss of 
affordable housing stock, and because of the extremely high replacement cost of 
affordable housing.  By one 2004 estimate, new construction of affordable housing in 
Minnesota costs $120,000 to $185,000 per unit, which is $132,000 to $203,000 in 
2007dollars.58 
 
A couple of HAs facing imminent sale of units were able to retain units only because of 
recently awarded state PARIF public housing preservation grants (see Sections III and V 
for more information). 
 

Clay County HRA planned to sell its 24 units of scattered-site public housing at the 
time of the survey in 2007 due to extremely high maintenance costs and capital 
needs.  These units started operating at a loss in 2003-2004.  With receipt of a PARIF 
grant from Minnesota Housing in early 2008, these HRA is able to retain these units. 
 
The St. Paul PHA was also able to retain 7 single family scattered site units through a 
PARIF grant made in early 2008.  However the PHA sold 18 units in 2004, and 9 more in 
the past year.  These sales were due to high rehabilitation costs and operating 
expenses.  For an average expenditure of $10,000 to $30,000 per house, the PHA will 
now be able to upgrade interiors and exteriors on the 7 preserved properties to 
reduce long-term maintenance and operating costs.  

 
 
VI. The Value of Public Housing 
 
The evidence in this report suggests that public housing provides much-needed 
affordable housing to low-income Minnesotans, but that it is under-funded.  This leaves 
the door open to growing financial strains and potential loss of additional units.  In light of 
this, it is important to quantify the monetary value of the public housing stock in 
Minnesota.  The value of the public housing stock tends to be challenging to assess, and 
various techniques have been used to compute a reliable estimate.59 This study uses the 
actual insured value of public housing properties, as reported by MHP survey 
respondents, as a “best guess” about the monetary worth of Minnesota’s public housing 
stock.  This figure, which totals approximately $1.97 billion dollars (an average of $92,097 
per unit) gives a conservative estimate of the true value of public housing.  (See 
Appendix I for details.) 
 
This figure is considered an estimate most importantly because it fails to account for 
replacement costs, which run far higher (see “Sale of Public Housing Properties” in 
previous section).  Also not included in this estimate is the value of the rental subsidy to 
residents as a supplement to their disposable incomes, money saved by prevention of 
homelessness, economic contributions of residents enabled by the existence of public 
housing, and economic contributions through investment and expenditures by housing 
authorities themselves.60  
 
In addition to the monetary value of public housing, there is also value in the provision of 
homes to people who might not otherwise have suitable shelter. Public housing residents 
are frequently vulnerable to homelessness, due to having a disability, including severe 
and persistent mental illness, or being a very low income or senior, and public housing 
has value to people who could face the personal devastation of homelessness. 
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VII. Conclusion 
 
With funds for public housing in Minnesota dropping 13.5% in real terms over the last five 
years, public housing is at a crossroads.  The housing stock across the country is aging, 
with well over half of all public housing units being in buildings more than 35 years old.  
The evidence shows that the Minnesota public housing stock, worth nearly $2 billion, has 
hundreds of millions of dollars’ worth of capital and maintenance needs. In some cases, 
failure to make needed improvements poses serious risks to the health and safety of 
residents.  Operating reserves tend to run low, which can place basic property 
management and resident services at risk.  With repeated under-funding by the federal 
government and lack of any major state funding public housing, HAs are feeling 
pinched.  They report that their ability to manage public housing programs has declined 
in the last five years.  Minnesota HAs, like HAs throughout the country, show evidence of 
passing more charges on to tenants, sometimes opting for less financially needy residents 
due to their ability to pay more, and reducing staffing and maintenance.  Ultimately, 
under-funding is leading to loss of units, as HAs sell off properties for which there is not 
money to maintain. 
 
Unless the funding scenario changes, public housing faces an uphill battle in providing 
decent affordable housing to 36,000 Minnesotans, many of whom have no other good 
housing option. Federal, state, and local governments need to shore up resources to 
protect public housing, an important public investment in jeopardy due to disinvestment 
over the course of years.   
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