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Abstract

Hierarchical management structures perform quite differently in the public
and private sectors. In the public sector, these structures encounter
knowledge problems that impair their ability to learn about the
effectiveness of their programs and the need to adjust their efforts. In the
private sector, however, because they must attract customers or donors in
order to remain in existence, these structures are epistemically well
positioned to receive feedback on their operations. This analysis examines
the ability of private versus public bureaucracies to provide housing for the
poor by examining the hierarchical structure and feedback mechanisms of
Habitat for Humanity in comparison to federal efforts. Past government
efforts have generally failed to improve housing, resulting in slums and
urban blight. Conversely, nonprofit organizations such as Habitat for
Humanity, which rely on hierarchical management structures but have
access to more robust feedback mechanisms, have proven to be effective at
housing the poor. We focus on the Habitat for Humanity International
affiliate in Birmingham, Alabama, and show that it has produced lasting
improvements in housing conditions.
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I. Introduction

Hierarchical management structures perform quite differently in the
public and private sectors. In the public sector, these structures often
encounter knowledge problems that impair their ability to learn about
the effectiveness of their programs and the need to adjust their
efforts. In the private sector, however, because they must attract
customers or donors to temain in existence, these structures are
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epistemically well positioned to receive feedback on their operations.
We analyze the ability of private versus public bureaucracies to
reduce housing problems for the poor by examining the hierarchical
management structure and feedback mechanisms of Habitat for
Humanity in comparison to federal efforts. Specifically, this article
examines the challenge of improving housing quality for the poor,
the failures of past efforts by the federal government to overcome
this challenge, and the efforts of Habitat for Humanity to improve
not only the living conditions of its clients, but also their financial
stability and well-being,.

To improve the living conditions of the poor, we must be able to
(a) assess the problem of inadequate housing; (b) understand the
interconnection between housing, financial stability, and well-being;
(c) develop programs that provide housing while also incentivizing
these interconnected factors; and (d) adjust such programs when
circumstances change. In other words, any effort to remedy
inadequate housing must overcome the knowledge problem and be
incentive-compatible to promote sustainable progress. Different
bureaucratic structures will be more or less likely to overcome these
epistemic and motivational challenges. Even similar hierarchical
structures situated within different institutional settings will perform
differently because they rely on different feedback mechanisms.

Many cities in the United States and throughout the world have
inadequate housing for the poor. While defining and quantifying
inadequate housing is difficult,' a 2017 study by the US Department
of Housing and Urban Development (HUD) noted that over 8.3
million US households had “worst case” housing needs as low-
income households not on government housing assistance who
spend more than half their income on housing (HUD 2017). The
poor are the most affected: two-thirds of the people in inadequate
housing earn less than 80 percent of the median income of their area
(National Low Income Housing Coalition [NLIHC] 2004).>

In America, inadequate housing includes high relative costs, poor
physical quality, and overcrowding, as well as the complete lack of

I A house may be considered inadequate by some individuals and not by others; the
standards for housing in the United States are not equivalent to those throughout
the world.

2'The definition of area median income, according to Freddie Mac, is the “midpoint
in the family-income range for a metropolitan statistical area or for the non-metro
parts of a state. The figure often is used as a basis to stratify incomes into low,
moderate and upper ranges.”
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shelter. According to HUD, over twelve million households,
comprised of both renters and homeowners, spend more than 50
percent of their annual incomes on housing.” Poor-quality housing
may lack utilities, have incomplete or nonexistent bathrooms or
kitchens, and have unsafe building structures. Further, the Census
Bureau found that severe crowding, when there are more than 1.5
individuals per room (total rooms in the dwelling, not just
bedrooms), occurred in 2.9 million housing units in 2000 (the most
recent year of data available).*

An array of academic literature captures the burdens of unstable
and inadequate housing on an individual’s health, education, and
prosperity. People, particularly children, living in inadequate housing
are more likely to have disabilities, mental illnesses, or behavioral
issues (Marsh et al. 2000). Children in improper housing conditions
experience more viral and bacterial infections, respiratory illnesses,
anemia, and stunted growth (Sandel et al. 1999; Harker 2000).
Additionally, children lacking proper shelter attain less education and
are more likely to be impoverished as adults than are their peers
living in better housing conditions (Harker 2000).

In contrast, the benefits associated with maintaining and owning
a house are substantial, including better building quality and reduced
neighborhood crime rates (Saegert and Winkel 1998). The children of
these households are more likely to stay in school, get better grades,
and be in better health, and are less likely to have behavioral
problems and teen pregnancies (Green and White 1997; Haurin,
Parcel, and Haurin 2002).> Additionally, homeowners are more likely
to be actively involved in politics and community organizations
(Rohe, Van Zandt, and McCarthy 2002).

Whether these benefits of homeownership are associated with the
home itself or with the homeowner’s more secure financial and social
position is unclear. For instance, McCabe (2016) argues that
residential stability appears to be more correlated with these benefits
than homeownership. Consequently, it is uncertain whether the poor
currently residing in inadequate housing can simply achieve these

3 HUD defines the burden of excessive housing costs as housing expenditures of
30 percent or more of total income. For these and other statistics on affordable
housing, see HUD.gov, Office of Community Planning and Development,
“Affordable Housing.”

4 US Census Bureau, Historical Census of Housing Tables: Crowding.

> Additionally, having access to better educational options can lead to better
educational outcomes (Greene 2001).
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benefits by owning a home. In fact, low-income homeowners often
purchase older homes of lesser quality that are in relatively more
volatile neighborhoods (McCarthy, Van Zandt, and Rohe 2001). In
the absence of consistent employment, income, and home
maintenance, homeownership may exacerbate their financial burden
rather then get them on the path to financial security (Rohe, Van
Zandt, and McCarthy 2002).

The self-perpetuating path-dependency of poverty must be
overcome in order to achieve the benefits and prosperity of adequate
housing and homeownership. It is by this goal that one must judge
the current efforts by public and private bureaucracies to improve
housing conditions for the poor.

A substantial amount of literature discusses the performance of
housing initiatives, cataloging and analyzing the failures of federal
programs to address the problem (for instance, see Crane 1991;
Dreier and Atlas 1996; Erickson 2009; Oakley and Burchfield 2009;
Chaskin and Joseph 2011; Drew 2013) and cautioning against new
government programs (Blair 1981; Varady et al. 2005; Oakley and
Burchfield 2009; Sinha and Kasdan 2013; Talen and Koschinsky
2014).° Other studies have noted the ability and limits of nonprofit
organizations to provide alternative housing options for the poor.’
This strand of literature often makes appeals for partnerships
between nonprofits and government (Schwartz et al. 1996;
McDermott 2004; Koschinsky 1998; Bratt 2009; Thomas 2015).
While these studies have emphasized the scale and scope of the
housing issues facing the poor and have examined current affordable
housing initiatives, there has been relatively little research on the
actual capabilities of government, nonprofits, or public-private
partnerships that provide sustainable housing options.® This article
attempts to fill this gap.

This article, thus, proceeds as follows. Section 2 briefly discusses
the likelihood that differently situated bureaucracies will be able to
access different feedback mechanisms, and so will be more or less
effective at solving certain challenges, including housing the poor.

¢ Other government efforts to alleviate poverty have also been found ineffective.
For instance, see Clark and Lee (2000) for an assessment of government transfers
and Hall (2014) for state-level aid in Appalachia.

7 See Schwartz et al. (1996) for a thorough overview of the literature on the
challenges of nonprofits to provide housing.

8 See Thompson (2014) for an example of research highlighting a successful local
nonprofit housing organization.



Haeffele & Storr /| The Journal of Private Enterprise 34(1), 2019, 15-37 19

Section 3 briefly describes the housing needs in Birmingham,
Alabama, and the key government bureaucracy in Birmingham
charged with housing the poor as well as the research methodology
employed for this analysis. Utilizing interviews with various
stakeholders, we explore the practices, effectiveness, and limitations
of Habitat for Humanity Greater Birmingham (Habitat Birmingham)
in improving housing conditions. Section 4 reviews the structure and
effectiveness of Habitat and its Birmingham affiliate, and section 5
analyzes the capabilities of Habitat to improve housing conditions in
Birmingham. Section 6 offers concluding remarks.

I1. Differently Situated Bureaucracies: A Brief Discussion

Max Weber ([1922] 1978) defined a bureaucracy as a hierarchical
system of governance where trained specialists with technical
expertise perform certain roles within the organization and are
controlled by rules. Bureaucracies, Weber explains, are an efficient
system for organizing complex activities. Although Weber (p. 957)
did not believe that the “character of bureaucracy” changes “whether
its authority is called ‘private’ or ‘public’,” Mises ([1944] 2007)
contrasted private enterprises driven by the quest for profits with
bureaucratic management insulated from the profit motive that drives
competitive capitalist enterprises. According to Mises, bureaucratic
management is inherently inefficient.

Neither the public nor the nonprofit sectors, which operate
through bureaucratic management as Mises articulated it, can utilize
the effective structure and feedback mechanisms of the market—the
price system and the signals of profit and loss—that allow market
actors to overcome knowledge and incentive problems. The private
sector outperforms public and nonprofit bureaucracies because
“markets offer far tighter feedback mechanisms (regarding the
extended order) than do polities. Agents in market environments are
equipped with prices as ex ante signals to guide their conjectures and
profits as ex post selection mechanisms to separate that wheat from
the chaff” (Martin 2010, p. 219). As Skarbek (2012) argues,
commercial enterprises enjoy a privileged epistemic position
compared to public and nonprofit bureaucracies. Yet, as Boettke and
Coyne (2009) point out, there are proxy mechanisms available to
nonprofits that guide actions and signal social approval (see also
Boettke and Prychitko 2004; Chamlee-Wright 2004; Chamlee-Wright
and Myers 2008). Unlike public bureaucracies, nonprofit enterprises
have access to close substitutes for the knowledge-generating
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institutions that commercial enterprises rely on (see Storr, Haeffele-
Balch, and Grube 2015).

The success of nonprofit initiatives depends on the level of
coordination of dispersed knowledge and resource allocation that
proxy mechanisms achieve. For example, constraints on funding, in
addition to open competition, can provide an incentive toward more
accountable behavior. Funding obtained through donations is
determined and sustained by the organization’s reputation as well as
its expected and actual performance (Boettke and Prychitko 2004,
Chamlee-Wright 2004). Many nonprofit organizations are also able to
access and make use of the dispersed and inarticulate knowledge
necessary for providing socially beneficial goods and services (Lavoie
2001; Chamlee-Wright 2004, 2010; Chamlee-Wright and Myers 2008;
Martin 2010; Storr, Haeffele-Balch, and Grube 2015).

Consequently, nonprofit initiatives may be better suited to deal
with the issue of inadequate housing, especially if their hierarchical
management structures give them access to feedback mechanisms
that are designed to better solve these challenges. Indeed, it is likely
that nonprofit initiatives will be more responsive and adaptable than
public bureaucracies. In the next sections, we examine the success of
government housing programs and Habitat for Humanity in
Birmingham, Alabama, highlighting their organizational structure,
characteristics, and feedback mechanisms.

I1I. Studying Inadequate Housing in Birmingham, Alabama

According to the US Census Bureau, Birmingham, Alabama, has a
significantly higher percentage of people living below the poverty
level than the nation as a whole (31 percent in 2010-2014, compared
to 13.5 percent for the nation).” Additionally, Birmingham has a wide
variety of government housing projects and homeownership
programs. The Housing Authority Birmingham District assists over
5,000 families through Section 8 vouchers and maintains seventeen
different developments within the greater Birmingham area."’ The
city’s housing authority holds open enrollment for the Section 8
Housing Choice Vouchers Program roughly once a year and then

® For general statistics on Birmingham, Alabama, see US Census Bureau,
QuickFacts, Birmingham City, Alabama. For the national poverty rate, see Proctor,
Semega, and Kollar (2016). Jefferson County, which includes Birmingham, has a
poverty rate of 19.1 percent: see US Census Bureau, QuickFacts, Jefferson County,
Alabama.

10 For mote information, see the Housing Authority Birmingham District website.
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works on fulfilling housing needs for those who make the waiting list
(Gray 2009; MacDonald 2009).

The plight of government housing in Birmingham has paralleled
that of the rest of America. Mass housing projects have been
constructed, have deteriorated, and have been torn down to build
newer and nicer apartments and housing communities for both
mixed-income and low-income populations.!! However, without
supporting the development of stable, responsible lifestyles complete
with a desire to maintain and improve one’s home and life, such
efforts by government are unlikely to sustainably improve the lives of
the poor.

The nonprofit Habitat Birmingham attempts to address this
challenge by providing homeownership opportunities to individuals
and families living in inadequate housing through a process called
“partnership building” (explained in more detail in section 3). By
examining the actual practices and limitations of Habitat Birmingham
to improve housing conditions, this analysis aims to determine its
capability to learn about the effectiveness of its efforts, respond to
feedback, and succeed at its goals. To gain insights about the inner
workings of the organization and its effect on the individuals
involved, interviews were conducted with both employees and
homeowners. By speaking directly to the individuals involved, an
understanding of the state of inadequate housing, the available
options for assistance, and the details of unique situations can be
discerned.

During two separate trips to Birmingham in December 2009 and
February 2010, four employees and fifteen Habitat homeowners were
interviewed. The interviews have been restricted to this timeframe for
two reasons. First, it captures the activities and capabilities of Habitat
Birmingham during a time of the organization’s growth, having
expanded its jurisdiction to the greater Birmingham area, and its
recognition as a top-performing affiliate of Habitat for Humanity
International. Second, it is before Habitat Birmingham undertook
additional activities to acquire, repair, and resell foreclosed homes
after the financial and housing crisis of 2008 as part of the
Department of Housing and Urban Development’s Neighborhood

11 For examples of the literature on the shift to and capabilities of mixed-income
housing, see Blair (1981), Smith (2002), and Varady et al. (2005). For examples of
research on residents’ reactions to moving from traditional public housing to
voucher systems and HOPE VI communities, see Retsinas (1981) and Skobba,
Scott, and Young (2015).
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Stabilization Program. While the overall success of this program is
still unknown, it expanded the range of activities the organization
pursued and may have altered its capability to provide sustainable
improvement to the lives of the poor. In order to assess Habitat
Birmingham’s capability to achieve its core mission, this analysis
focuses on the period before this change.

The survey consisted of open-ended questions that encouraged
interviewers to talk at length about their experiences with and
opinions of Habitat Birmingham as well as their housing, financial
stability, and well-being. Additionally, homeowners were asked direct
questions about their and their children’s health and ambitions since
moving into their own home. In response, the yes or no answers
were used to formulate an overall view of homeowners and the
impact Birmingham Habitat had on their well-being.

The information gleaned from interviews was augmented with
newspaper articles and published academic works. The use of both
qualitative and quantitative methods enables a more dynamic
comparison of both the observable and more personal aspects of
Habitat Birmingham’s capacity to provide adequate housing to the
poor. To protect the integrity of interviewees, who are quoted and
referenced in the following sections, most have been given aliases
(designated with the symbol *). Exceptions include employees of
Habitat Birmingham and any homeowners interviewed by local media
(we used these media interviews to supplement the qualitative
analysis).

IV. The Mission and Scope of Habitat for Humanity Greater
Birmingham

Habitat for Humanity International (Habitat) is a nonprofit
organization with over 1,500 affiliates in cities and counties across the
United States as well as affiliates abroad. It provides the opportunity
to own affordable, modest homes to low-income individuals living in
inadequate shelters.'” The organization was founded by Millard and
Linda Fuller in 1976. Through “partnership building,” the Fullers
aimed to spread Christian principles, in particular the beliefs that
every individual deserves a decent home, that love and action are the
best form of ministry, and that discussion and common ground are
possible through working side-by-side with people of different faiths
and ideologies (Fuller 1994; Baggett 2000; Hays 2002; Youngs 2007).

12 For more information, see “About Habitat for Humanity” at Habitat.org.
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Habitat facilitates homeownership for those who are willing to
work and are able to pay. To effectively reduce the number of
impoverished people living in inadequate housing, there is a
structured program that requires potential homeowners to prove
their ability and desire for homeownership. These standards include
that potential homeowners must (1) make between 25 to 50 percent
of the area’s median income; (2) meet credit score or
creditworthiness requirements (relative to the general area); (3) take
classes on homeownership, home repair, and personal finances; (4)
complete sweat-equity hours by working on other homes or in
Habitat offices; and (5) make monthly payments on their at-cost, no-
interest mortgages (Husock 1995; Baggett 2000)."

Habitat uses a decentralized organizational structure. Although
the centralized headquarters tracks national and international
progress and organize advocacy programs, fundraising, and media
outreach, the houses are built and prospective residents are selected
by independent local affiliates and their local partners (Husock 1995;
Baggett 2000). Through this structure, the organization aims to foster
independence and prosperity by teaching and encouraging
homeowners to build their own futures."*

Habitat determines the eligibility of potential homeowners and
reduces the risk of resource misallocation using a thorough process
from application to training, prerequisite work, and building. By
requiring that potential homeowners (who can enlist the help and
support of their friends and family) volunteer a significant number of
hours with Habitat to provide sweat equity and attend
homeownership classes, Habitat actively works to ensure that only
those individuals who are committed qualify for its houses (Gelinas
2008). Indeed, studies on the impact of financial education have
confirmed that such programs can improve the financial behavior of
to low- and moderate-income adults (see, for instance, Schug,
Niederjohn, and Wood 20006). This improvement is evident in the
low levels of foreclosure and repossession of property within the

13 The income requirement varies slightly by affiliate; the Birmingham Habitat
requirements are discussed below.

14 Once a homeowner pays off the mortgage, he or she fully owns their house and
is free to sell it on the open market. Prior to complete ownership, if the
homeowner needs to move, Habitat tends to buy back the house for continued use
in the program.
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program. Habitat reports a consistent nationwide foreclosure rate of
roughly 2 percent (Wotapka 2011)."

The local Habitat affiliate, Habitat Birmingham, was established
in 1987 and serves the population of metropolitan Birmingham as
well as the surrounding area of Jefferson, Shelby, and Walker
counties.'® Habitat Birmingham’s eligibility requirements differ
slightly from the standard discussed above. Specifically, eligible
applicants must have (1) an income that is 25-80 percent of the
Jefferson County median income, (2) be able to make a down
payment of at least $2,000, and (3) fulfill at least ten hours of
workshops and 300 hours of sweat equity (Habitat for Humanity
Greater Birmingham [HFHGB] 2016a). As of 2016, Habitat
Birmingham had helped over 675 families by providing zero-interest
mortgages on new and rehabilitated homes at a rate of at least forty-
five homes per year, and it was ranked in the top ten of all 1,500
Habitat affiliates in the United States for its performance and size
(HFHGB 2016b)."

Home building is the major activity of Habitat Birmingham.'®
Houses are built on individual lots as well as in small concentrated
neighborhoods and communities. The land is either purchased by the
affiliate, donated by individuals and corporations, or appropriated by
local government. The communities developed by Habitat
Birmingham range in size, from clusters of ten or more
simultaneously constructed homes to large neighborhoods developed
over time. For example, the Wylam Oaks community northwest of
Birmingham is comprised of land donated by US Steel in 2007 and
consists of thirty-seven Habitat homes, which were completed during

15 While 2 percent is higher than the national foreclosure rate in normal times, it is
especially stable during the financial crisis, when average foreclosure rates increased
substantially (see Pradhan 2018). According to a HUD (2008) study, Habitat’s rate
is lower than the foreclosure rates of HUD and Federal Housing Authority-insured
mortgages as well as mortgages supplemented with HUD funding.

16 For mote information, see the Habitat Birmingham website.

17'These data are similar to those in the 2013 annual report, which is the last annual
report that was made publicly available at the time of writing this paper (HFHGB
2013).

18 Additional activities include family development (such as applicant selection,
development workshops, sweat-equity tracking, and payment collection); home
building; special building events (such as Blitz Builds); home repair (the Brush with
Kindness Home Repair program); and a discount home improvement center (the
ReStore).
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a Blitz Build in 2010 (Jordan 2010)."” Edgewater Oaks, a community
of sixty-six Habitat houses located west of Birmingham, was once the
site of Edgewater Junior High School and was donated to Habitat
Birmingham after a tornado devastated the area in April 1998.

While the problems facing public housing initiatives are
substantial, nonprofit organizations like Habitat may have the
flexibility, accountability mechanisms, and access to local knowledge
to improve the condition of housing for the poor. Habitat
Birmingham is an example of how a nonprofit’s organization
structure and, specifically, its feedback mechanisms can succeed
where government efforts have not.

V. Habitat for Humanity Greater Birmingham Effectively Alters
the Available Housing Choices

Homeowners expressed that owning a home through Habitat
Birmingham had increased their quality of life. In fact, nine out of
fifteen homeowners interviewed reported an improvement in their
health or wellness, and fourteen of fifteen felt their quality of life had
improved.”” Of the thirteen homeowners with children, eight saw an
improvement in their children’s health and wellness, seven said their
kids play more at home, and eleven felt their children were now in a
safer environment. Further, while only four parents saw an
improvement in grades, eleven felt their children’s future had been
altered by their becoming a homeowner.

The capacity of Habitat Birmingham to provide adequate housing
to the poor of Birmingham, Alabama, is grounded in its specific
structure, organizational characteristics, and feedback mechanisms,
which include an extensive application process. That process includes
home visits to determine housing needs; a financial review to
determine ability to pay; time for applicants to improve their credit
without having to restart the process; workshops on responsible
behavior; determining the desire for homeownership through sweat-
equity hours; an individualized building process; a continued
relationship with homeowners through mortgage payments, annual
events, and volunteering; flexible contracts and payments through a
continued dialogue about the homeowner’s situation; and the

19 A Blitz Build is when ten or more homes are simultaneously built on the same
street in a short time.
20 Homeowners who did not see an improvement in their health and well-being, or
that of their children, saw their lives to be roughly the same as before—not better,
but not worse, either.
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creation of close-knit, safe, and socially active communities of
homeowners. The time it takes to complete the application and
obtainment process is primarily determined by the homeowner,
ranging from three months to a year. Local partners and volunteers
work side-by-side with the homeowners, forging lasting relationships
and altering the expectations and attitudes of all parties.

Following the structure of Habitat for Humanity International,
Habitat Birmingham has set up an extensive application process.
Applicants must provide information on their ability to pay, need for
housing, and willingness to work with the organization. Habitat
Birmingham employees visit the applicants’ current residences to
determine the need for better housing, which is based on high
relative cost, poor building quality, or overcrowding. For many
Habitat Birmingham employees, home visits underscore the need for
adequate housing and solidify their commitment to the mission.
Patricia Burch, who was the director of operations and is now the
executive director at Habitat Birmingham, expressed that “it’s good
to go on home visits because it makes you realize why you’re doing
what you do.”

Jerwanda Smith, who was the family development and financial
coordinator when these interviews were conducted, noted that the
biggest challenge, after actually applying, is the requirement of a
sustaining a credit score of 550 or higher. If applicants do not meet
all the financial requirements for homeownership, they are given six
months to improve their position without having to restart the entire
process. While a low credit score is often a setback, many applicants
have improved their financial positions and have gone on to obtain a
home through the program. For example, four out of the fifteen
homeowners interviewed indicated that they did not initially qualify
and had to improve their credit scores before continuing on with the
program and obtaining their houses. Homeowner Vicky Poole”, who
did not initially have the required credit score, found motivation
through a workshop at her church: “we had a finance seminar and
that is what really, really got me on the track.” Similarly, Derrick Cole
was determined to get his own house, which motivated him to turn
his credit around quickly. “My credit was jacked, I didn’t qualify,”
Cole recalls, “so I got it straightened out.”

Once Habitat Birmingham applicants are approved, they are
required to attend ten hours of development workshops, which cover
a variety of topics from budgeting and home repair to managing
utilities. Many of the homeowners interviewed found these
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workshops useful and transformative. For instance, Poole discussed
how useful tips helped prepare her for maintaining her home, and
now she “get[s] excited when I have to change the air conditioner
filter.” Similarly, in an interview for the Habitat Birmingham
Newstetter HFHGB 2010), Kenthia McCleod noted the importance of
keeping her car insurance and other bills up to date, “Habitat has
changed my life, and has taught me how to be more responsible. 1
was already a responsible mother, grandmother, and teacher, but now
I am more responsible about things that affect me financially.”

Habitat Birmingham encourages self-sufficiency and determines a
desire for homeownership through the requirement of sweat-equity
hours. Applicants must complete 300 hours of volunteer work, by
working either at construction sites, the ReStore, or the office before
getting their own home. They can also enlist friends and family for
help. Smith described the process as a way to determine which
applicants wanted to achieve a better life and learn to be self-
sufficient; those who do not really want to go through the extensive
process to get their own home likely do not make it all the way
through. Yet, for those willing and able, the process is worthwhile.
For instance, homeowner Angela Terry™ remarked on how easy the
process was given what she received in return: “I mean, just think
about it, you just have to do like 300 hours, sweat, and you’re owning
a home. This is a lifetime thing. You know, you get to own this home
for the rest of your life. The 300 hours were nothing to me. And then
you know, you get your family and friends get to come in and help
you with your hours, it’s real easy.”

Not only do sweat-equity hours demonstrate a desire for
homeownership, they also teach homeowners additional skills and
build their confidence in being able to maintain a home. For Donna
Hunter", who had just been released from the hospital and was on
oxygen, the ability to complete the required sweat-equity hours was a
sign that she was ready to own a home. Her religious faith also
helped her through: “|God] gave me strength to walk up those stairs
and work, do my community hours. . . . God fixed it where I was able
to do almost [all of] my hours by myself.”

Furthermore, the experience of helping to build their own home
solidified their ties with family and friends. Alysha Brown" drew on
her family for support: “It was real smooth. Team work from the
family, pulling together for the cause.” After she had finished her
requirements, she was encouraged to do more: “I said I would
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continue to volunteer, you know, because it’s worth the cause. I've
had a chance to do that a couple times but not like I'd want to.”
Unlike the application process for public housing, which can
include extensive paperwork and a long waiting period, the Habitat
Birmingham application process is primarily determined by the pace
of the applicant and not the bureaucratic system. Almost every
homeowner interviewed commented on the speed of the process to
obtain their house once they were approved. The swift process is
possible because workshops are offered regularly and sweat-equity
hours can be fulfilled in the evenings and on the weekends, allowing
applicants to work on their requirements whenever it is most
convenient for them. Hunter completed the process within three

months, despite serious health problems. Natalie Thompson” applied
in June, qualified in December, and was in her house the following
April—a considerable feat given that she is a single, working mom
who still finds time to lead her daughter’s Girl Scout troop, hold the
treasurer position at the school’s Parent Teacher Association, and be
an active member at her church. Additionally, Cole was living in his
house only eleven months after starting the process, which included
the time he needed to improve his credit before his application was
approved. Cole describes the process simply: “All you got to do is
qualify. Qualify, be willing to work, believe in God, handle your
business, and you got a house.”

Habitat Birmingham also offers an individualized building
process that allows homeowners to choose unique aspects of their
home. Homeowners have the opportunity to pick their desired lot
out of a set of available locations, choose from a handful of floor
plans, and provide input on their flooring and countertops options.
Further, homeowners that obtain houses built during special event
builds may receive unique touches and details from their building
sponsor. For example, Carissa Johnson’s” builder installed wooden

blinds and ceiling fans, while Katiana Jones” was surprised by her
builder’s inclusion of high ceilings, an archway, a tile floor, and a
garbage disposal.

By building new homes for applicants, Habitat Birmingham
provides a unique environment for building skills, confidence, and
relationships  with other members of the community. Poole
reminisced over the lasting relationship she formed with her sponsor,
US Steel: “I had one of the best sponsors, I couldn’t ask for nobody
better than who I had. And right now, we still talk once a week.”

Rachelle Adams® witnessed her son bond with a particularly
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supportive and encouraging construction manager at Habitat
Birmingham, and now her son is more mature, attending church, and
continuing to volunteer with Habitat Birmingham. Arthur Mayfield
also continues to work with Habitat Birmingham by mowing the
grass at the office and clearing lots for construction.

The relationships and interactions that affect homeowners are
not one-sided—employees, volunteers, and sponsors benefit as well.
Habitat Birmingham’s former Director of Development, Beth
Jerome, described the broad impact of watching someone become a
homeowner: “There’s nothing like seeing a homeowner the day
they’re getting their keys to their home or seeing some of the
conditions they’ve been living in prior to this opportunity. And you
know that you’re your making not only an impact on this person,
you’re making it on their children and their children’s children. You
are changing a whole line . . . there’s longevity to providing a home.”
Burch similarly noted that home dedications remind her of why she
chose to work for Habitat Birmingham:

I think I’'ve yet to be at a dedication where I haven’t teared
up, and I think that’s a big part of it. I think that seeing
people and working on site with people that you know are
working for what they get. . . . It’s kind of an aim of the
program that the light bulb go off and say, “If 1 work hard,
look what I can do.” So that sense of accomplishment is what
you see a lot of the time.

The relationships and communication fostered by Habitat
Birmingham’s structure enables the organization to tailor contracts
and mortgage payments based on individual situations. Burch noted
that the organization offers increased flexibility during difficult times
as long as homeowners are upfront about their circumstances:

One of the big things about Habitat is that even after you
are in your mortgage, because we realize that you are
taking risk and you are trying to help people that are on
the cusp . . . communication is a huge thing and so we
have had phone calls where people say, “Look, I lost my
job. This is my plan to get back on track.” And if they
communicate with us, we are willing to work them.
This flexibility has led to few foreclosures and delinquent debts
during the past few years.

Another beneficial aspect, and consequence, of Habitat
Birmingham’s structure is the rapid development of strong
communities that share the experience of obtaining homeownership
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through the program.” The concentration of streets and
neighborhoods of Habitat Birmingham homeowners forges a
community that shares a common identity—they have all worked to
improve their financial and personal situations and have obtained a
home through Habitat Birmingham. Neighborhoods built around
traditional homeownership appear to grow into connected
communities over time as neighbors meet and interact.
Neighborhoods built by Habitat Birmingham witness immediate
connections and relationships.*

As a resident of the Wylam Oaks community, Brown has met
most of her neighbors by volunteering on the construction of their
houses or attending their home dedications. She describes the
subdivision as “like a neighborhood family.” Fellow resident Poole
noted how their shared experience created a more personal
community: “I love my neighbors; I love the people in my cul-de-sac.
... It has brought us together. . . . We all did the same thing.” She
also wants to further solidify their place in the surrounding
community: “We got to get ourselves together so we can go on up to
the neighborhood association and let them know we are here. We got
to get up, we got to get involved because this is our home now.”

Additionally, being a part of a Blitz Build, a special event where
ten or more houses are built simultaneously on the same street, spurs
quick relationships with neighbors. Jones, whose home is part of the
North Brownlee Street Blitz Build, said, “We’re the only ones on this
street, you know. We all know each other, we get along and we talk
about block parties next year. All of us have had some kind of party
down here so we all invite each other. But this is more of a family
instead of neighbors, you know, it feels like family.”

As a part of a different Blitz Build, in Avondale, Mayfield
described the unity of the ten Habitat Birmingham homeowners on
his street: “We all got to know each other from basically the
workshops and, you know, got to meet each other when we doing
our paperwork. So, we was pretty much, all ten homeowners, we

2! For an analysis of the rise of Habitat subdivisions, and the potential issues that
may come with increased populations of low-income homeowners, see Smith
(2013).

22 This obsetrvation cortelates with the strengthened ties of neighborhoods in New
Orleans after Hurricane Katrina (Chamlee-Wright and Storr 2009). Neighborhoods
that rebounded quickly had organizations and institutions that drew upon the
shared experience of disaster to facilitate recovery. As a result, residents of the
Broadmoor neighborhood now observe that their community is more connected
than ever before (Storr and Haeffele-Balch 2012).
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pretty much went to everything together so everybody knows each
other.” Mayfield also remarked on the attitude of the surrounding
community toward the Blitz Build: “Everybody was so pleased and
happy that the homes were getting built over here. . . . They gave us a
real big welcome when we, you know, moved in.” Cole, of the same
neighborhood, said, “I would feel much easier going to knocking on
one of my neighbor’s doors, saying, ‘Hey, how you doing? Can I
borrow a cup of sugar?’ or whatever. You know what I'm saying?
Then I would if I had moved into another neighborhood because
they went through the same thing.” An article from the Birmingham
News about their community further described the neighborhood:

In all, the homes house two single dads, nine single moms

and 21 children. All are first-time homeowners living in

affordable, well-built homes near a small pocket of older,

mostly well-preserved homes. . . . [The neighbors| invite

the new residents to the monthly neighborhood meetings

and cookouts held at nearby New Bethel Baptist Church,

just down the block. If Mayfield has a night shift at his

factory job, a neighbor escorts his three teenage daughters

to the meeting. (Hansen 2008)

These organizational characteristics highlight the flexibility and
individualized nature of Habitat Birmingham’s structure, which
enables homeowners to improve their housing situation by creating a
place of their own. The homeowners interviewed expressed that they
live in a better-quality house and a safer environment, make long-
term plans for their home, feel a sense of gratefulness for Habitat,
and want to share their experience with others.

In contrast to their Habitat Birmingham homes, many of the
homeowners interviewed described the high crime rates and
unfriendly atmosphere of their previous residences. Specifically, they
remembered keeping to themselves and staying indoors because of
the threat of gunshots, break-ins, and other criminal activity.
Thompson noted the crime of her old neighborhood, where her
house was broken into three times. In addition, Steven Connor™ and
his wife had witnessed the slow deterioration of their previous
neighborhood and wanted “something where we can have some
peace in our old age.”

Further, many of the homeowners interviewed commented on
differences between the process of Habitat Birmingham and that of
public housing. Before participating in the program at Habitat
Birmingham, Cole had tried to purchase a home through a
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government program but found the process tedious and the locations
unsavory in terms of crime rates, convenience, and aesthetic appeal.
Specifically, Cole said that “the city’s process was very, very
confusing, took a lot of time, and Habitat wasn’t like that at all” and
that “everywhere that I went with the city, the neighborhoods were
just, like, super crappy.” Marquetta Whitman® said “this program is
good for people who is on, like, something like Section 8 or
something like that. It helps them get a start and want more out of
life.”

Almost all the homeowners interviewed were proud of their
homes and satisfied with their new neighborhoods. As Cynthia

Smith" explained, “I like the neighbors, I like the neighborhood, and
I love the house. It’s small but it’s just enough for me.” The
satisfaction from obtaining a place of one’s own, for themselves and
their family, was present in every interview, and a majority of the
homeowners interviewed expressed a desire to live in their house for
the long term and to make further improvements and additions. Janet
Anderson” sought homeownership in order to gain “some sense of
stability, attachment to a community, and just a home for my
grandbaby.” Mayfield wanted a home for his daughters, saying, “I
really needed somewhere for these kids.” Similarly, Cole stated, “I
have two kids now, you know, they need a place, they need a place to
play, they need a place that they can feel safe, a place that they can
call home. When I’'m dead and gone, this will still be their house. You
know what I’'m saying? And I just want to take care of my kids and
make sure that they have somewhere they can always call home.”

The structure of Habitat Birmingham makes homeownership
more affordable while maintaining and even further developing
individual responsibility and accountability. However, Habitat
Birmingham still faces shortcomings and limitations that it and other
organizations must overcome. The employees at Habitat Birmingham
readily admit that the organization currently helps only a small
portion of the people in need of adequate housing and seeking
homeownership. As Jerome remarked, “The need is huge; we’re a
drop in the bucket.”” While the ability for Habitat to dramatically
reduce the number of people living in inadequate housing is limited
in scope and scale, other nonprofit organizations do provide similar
programs.” The competition and coordination among such

23 For a list of other nonprofit organizations dealing with housing issues, see the
Coalition for Nonprofit Housing & Economic Development website.
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organizations may substantially impact the housing conditions of
individuals of all ranges of poverty and needs. For instance, Habitat
Birmingham refers individuals that do not qualify to partners in the
United Way and other local organizations, tapping into local
knowledge and networks to increase the scope of nonprofit efforts
for the poor.

IV. Conclusions

Citizens and policymakers alike recognize the need to provide
affordable housing and encourage financial stability for the poor. Yet,
adequately addressing this challenge requires overcoming knowledge
and incentive problems. If these efforts are to succeed, they must be
able to (a) identify when inadequate housing is a problem that is
unlikely to be solved without intervention, (b) design and implement
targeted solutions to combat the problem, and (c) recognize when
their efforts have failed and adapt accordingly. A successful solution
to inadequate housing must foster a lifestyle change in addition to
improved housing conditions.

Habitat for Humanity International and their Birmingham
affiliate have an organizational structure and characteristics that
increase accountability and foster independence while helping to
improve living conditions and reduce the cost of housing. Habitat
utilizes the dispersed local knowledge of homeowners and volunteers;
determines the desire, eligibility, and ability of individuals to obtain
homeownership; and understands and works with homeowners’
individual circumstances and needs.

This article suggests that housing efforts that fail to address the
underlying problems of poverty will only mask symptoms rather than
provide sustainable solutions and that sustainable solutions are more
likely to be comprised of many decentralized, flexible, and innovative
efforts rather than a centralized, stagnant, one-size-fits-all approach.
There is, unfortunately, no panacea for inadequate housing, but there
are decentralized efforts to encourage homeownership, personal
responsibility, and personal flourishing.
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