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Executive summary
Evidence is clear that ignoring the long-term needs of people with persistent homeless-
ness and serious disabilities is costly and ineffective. Caring for this population (often
referred to as the “chronically homeless”) in emergency settings, such as hospitals, and
then releasing them back to a life of homelessness with its inherent health risks creates
a short-sighted, costly
cycle. Each year, addi-
tional studies show that
providing permanent
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B Providing supportive
housing to people with chronic homelessness cuts their average health care, police
and prison costs in half by encouraging preventive health care rather than emergency
medical treatment and drastically reducing the frequency of incarceration.® For
example, movers into permanent supportive housing in Connecticut reduced their
Medicaid usage for inpatient services by 71%. (Arthur Andersen LLP, 2002)

B Since the cost of the services they need decreases so dramatically when a chroni-
cally homeless person becomes housed, public funds formerly spent on costly
emergency services can be used instead to pay for permanent housing.
Consequently, the total monetary cost of providing a comprehensive package of
permanent supportive housing is less or not much more than the costs of the emer-
gency interventions required for people who remain chronically homeless.?

B Public dollars spent to move a chronically homeless person to permanent support-
ive housing achieve far more desirable long-term outcomes than serving them
through emergency services. The vast majority of chronically homeless individu-
als who enter permanent supportive housing remain in their homes, leading more
healthy and stable lives, freeing up much-needed beds in emergency shelters, and
reducing overall homelessness in the community.>

B People with chronic homelessness are unlikely to extricate themselves from home-
lessness without help. It is extremely difficult for chronically homeless people to

1 Supporting studies include Mondello, Gass, McLaughlin, and Shore, 2007; Moore, 2006; and Culhane, Metraux, and Hadley, 2002.

2 See note 1.

3 Supporting studies include Mondello, Gass, McLaughlin, and Shore, 2007; Tsemberis and Eisenberg, 2000; Trotz, 2005; and
Arthur Andersen LLPR 2002.



recover from an illness or obtain the treatment they need without a permanent home
or support services. They are likely to need services in a variety of areas, such as pri-
mary and mental health care, substance abuse treatment, income and employment,
and life skills, delivered through an extremely well-integrated system. (U.S.
Substance Abuse and Mental Health Services Administration, 2003)

A growing body of evidence of cost offsets and improved outcomes has prompted
many states and communities to increase their stock of permanent supportive housing.

As of March 2008, reports document-
ing the costs offset by permanent sup-
portive housing have been published
in at least 20 different U.S. locations.*
Studies in other locations are still in
progress or had results that were incor-
porated in local planning documents
and not separately published.

Addressing the diverse needs of the
chronically homeless requires that pol-
icy makers, housing managers, and
service providers invest time and
effort into forging new partnerships.
However, as shown by existing stud-
ies, this investment is well worth the
individual and community benefits of
providing healthier, stable lives for
people who would otherwise spend
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their lives on the streets. Increasing the supply of permanent supportive housing is a
way for society to accept its collective responsibility for distributing resources so that
everyone, including those with the most complex needs, has access to housing.

Costs per Day in Nine Cities of Supportive Housing and Emergency Services

for Chronically Homeless People

4 Links to these studies are available in this report’s bibliography and the “Evaluation and Research Resources — Chronic Homelessness”

section of the Corporation for Supportive Housing’s on-line library at http://www.csh.org/index.cfim?fuseaction=
document.selectSubTopics&parentTopiclD=42.
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Introduction

Although homelessness is not acceptable on any level, the extent to
which different people experience homelessness in Vermont varies
greatly. At one end of the spectrum, unexpected events leave some of us
struggling to make ends meet and at risk of losing our homes. Further
along the spectrum, some neighbors lose the struggle and face tempo-
rary periods of homelessness. Vermonters at the other end of the spec-
trum face a life of persistent homelessness, many of whom have debili-
tating illnesses or addictions. Chronically homeless people may have
severe mental illness, substance abuse problems, other disabling med-
ical conditions, or an all too common combination of these conditions.

The term “permanent” housing is important because it differs from
other types of housing for the homeless, such as emergency overnight
shelters, or transitional housing which is often available for a limited
amount of time, such as 6 months to 2 years. Both emergency shelters
and transitional housing usually have some level of supportive servic-
es, or at least can connect people with available community resources.
Permanent supportive housing typically provides:

B Individually tailored and flexible supportive services that are vol-
untary and easily accessed and not a condition of ongoing tenancy;

B Leases that are held by the tenants without limits on the length of
stay; and

B Ongoing collaboration between service providers, property man-
agers, and tenants to preserve tenancy and resolve crisis situations
that may arise (Caton, Wilkins, and Anderson, 2007).

Vermont has the highest rate of overall homelessness in New England,
according to the latest comparison of homeless count results for the
region (Univ. of Mass.-Boston, 2007). Vermonters who are chronically
homeless outnumber the permanent supportive housing units dedicat-
ed to them by more than 2 to 1 (VT Continuums of Care, 2007). This
leaves many chronically homeless people on the streets or cycling in
and out of shelters, hospitals, and jails. A desire to shift public money
spent on emergency services for the homeless to an approach with bet-
ter long-term outcomes prompted a coalition of organizations to
explore the likely effects of increasing the availability of permanent
supportive housing in Vermont. Commissioned by these organiza-
tions, this paper identifies potential costs and benefits of providing
chronically homeless Vermonters with permanent supportive housing,
based on research in other areas of the country.

The information presented in this paper is primarily from studies on
the costs of homelessness compared to the costs of providing perma-
nent supportive housing to people who were chronically homeless in
areas outside Vermont. Due to its timeliness and the similarities that
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Facts and figures on Vermont homelessness, 2007

Homelessness rate per thousand residents 3.4%
Total number of people served annually in Vermont shelters 3,463
Percentage single adults 63%
Percentage in families 37%
Percentage adults 2%
Percentage children 28%
Estimated chronically homeless 191
Households in permanent supportive housing 184

Data sources: VT Office of Economic Opportunity, Emergency Shelter Grants Program Fiscal Year 2007 Report;
University of Massachusetts-Boston, “Homelessness In New England”; and VT Continuums of Care 2007 applica-
tions for Chittenden County and the Balance of State.

exist between Vermont and Maine such as location, population, and
rural environment, a recent report on permanent supportive housing
in the greater Portland, Maine area is most often cited. In addition to
information from existing studies, this paper also includes selected
information on costs associated with chronically homeless Vermonters.

The chronically homeless have complex needs

HUD defines chronic homelessness as an unaccompanied homeless indi-
vidual with a disabling condition who: (1) has been continuously home-
less for a year or more; or (2) has had at least four episodes of homeless-
ness in the past three years. A disabling condition is defined as “a diag-
nosable substance abuse disorder, a serious mental illness, developmen-
tal disability, or chronic physical illness or disability, including the co-
occurrence of two or more of these conditions.” (U.S. Dept. of Housing
and Urban Development, Sept. 2007)

The chronically homeless consume most of the social services targeted
for the homeless population, and are unlikely to find homes without
significant housing and service supports. (U.S. Substance Abuse and
Mental Health Services Administration, March/April 2005) Living in
an emergency shelter or on the streets with disabling conditions is
extremely difficult when stressful living conditions exacerbate symp-
toms and make it difficult to follow through with treatment and receive
preventive care.

According to the U.S. Substance Abuse and Mental Health Services
Administration, a fundamental tenet underlying assistance to the
chronically homeless must be that people with serious mental illness
and/or substance use disorders can and do recover, despite widespread
beliefs that these conditions are permanent (U.S. Substance Abuse and
Mental Health Services Administration, 2003). Offering safe and afford-
able housing can go a long way in achieving that goal, however, recov-
ery also requires coordinated multiple services including;:

The chronically
homeless consume
most of the social
services targeted for
the homeless
population, and are
unlikely to find homes
without significant
housing and service
supports
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Health care

Mental health services

Substance abuse treatment
Income supports and entitlements
Life skills training

Education

Employment

These services are most effective if pro-
vided through a comprehensive, integrat-
ed system of care that is seamless to the
recipient (U.S. Substance Abuse and
Mental Health Services Administration,
March/April 2005).

Most of Vermont’s existing stock of 175
permanent supportive housing units for
the chronically homeless consists of
apartments owned by private landlords,
with rental assistance provided through
HUD tenant-based housing vouchers
called Shelter Plus Care. Supportive
services are delivered through one of ten
local mental health centers, Community
Action Programs, and other service part-
ners across the state. Funding for servic-
es comes from HUD’s Supportive
Housing Program for the homeless, the
federal Community Services Block
Grant, Medicaid and other sources.
Because these funds are usually provid-
ed for a year at a time, they do not pro-
vide long-term stability for involved
agencies and housing managers. Also,
much of the service funding created for
people who are homeless has strict rules
limiting the time people can continue
receiving services after they are housed.
Some formerly homeless people may live
in permanent housing for as little as six
months before services they need to sta-
bilize their lives, such as treatment for
mental illness, are stripped away, poten-
tially launching them back into a cycle of
street homelessness.



Costs and Benefits of Addressing Chronic

Homelessness

Due to the instability created by their combined home-
lessness and disabilities, most chronically homeless peo-
ple are heavy users of public resources, such as emer-
gency rooms and jails. For this reason, a number of
states and communities have completed studies com-
paring these costs with the costs of providing the chron-
ically homeless with permanent supportive housing.

Most of these studies show that not intervening on
behalf of the chronically homeless carries high public
monetary costs, without improving the long-term stabil-
ity of their lives. The publicly funded institutions and

facilities that primarily serve the chroni-
cally homeless fall into three categories:
primary and mental health care
providers, police departments and jails,
and emergency shelters.

Primary and

Mental Health Care Providers

People who are chronically homeless
have at least one disabling condition that
jeopardizes their health. Those with seri-
ous mental illnesses and/or substance use
disorders often have additional signifi-
cant medical conditions, including mal-
nutrition, diabetes, liver disease, neuro-
logical impairments, and pulmonary and
heart disease (U.S. Substance Abuse and
Mental Health Services Administration,
2003). Communicable diseases, including
HIV/AIDS, Hepatitis B and C, tuberculo-
sis and a wide variety of other infections
ravage the homeless population and can
quickly escalate from individual prob-
lems to costly and deadly public health
emergencies. Furthermore, trauma result-
ing from violence and exposure to the ele-
ments is common. In addition to the

Characteristics associated with
chronic homelessness

Disabling conditions that almost universally
involve serious health conditions, substance
abuse, and psychiatric illnesses.

The frequent use of the homeless assistance sys-
tem and other health and social services which
are costly and limited public resources.

Frequent disconnection from their communities,
including limited support systems, and disen-
gagement from traditional treatment systems.

Multiple problems such as frail elders with com-
plex medical conditions or HIV patients with
psychiatric and substance abuse issues.

Fragmented service systems that are unable to meet
their multiple needs in a comprehensive manner.

Source: Adapted from U.S. Dept. of Health and Human
Services. Ending Chronic Homelessness: Strategies for
Action, 2003. http://aspe.hhs.gov/hsp/homelessness/

strategies03/

many health problems that are particularly prevalent
among the homeless, they also have all the same health
problems as people with homes, but at rates three to six
times greater (National Health Care for the Homeless

Council, 2007).

VERMONT HOUSING FINANCE AGENCY
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Homelessness in Vermont: Health Care
“Our Housing First program is having similar
results as permanent supportive housing programs
in other parts of the country. We placed in stable
housing units ten chronically homeless people who
had extremely high levels of needs, including both
severe mental illness and substance abuse. We then
created the package of wrap-around social services
that each client needed. Most have stayed in their
units, with a substantial drop in their use of emer-
gency room and other urgent services.”

— Tom Cimock, Homeless Health Care Program
Director, Community Health Center of Burlington

osts of providing emergency medical services in

Vermont are on the rise, as operating expenses,
gas and oil costs increase faster than inflation. The
average cost of an admission to one of Vermont’s 14
hospitals was $9,128 in 2007 (VT Dept. of Banking,
Insurance, Securities and Health Care, May 2007).

Most Vermont hospitals have seen an increase dur-
ing recent years in the relative amount of free care
they provide to Vermonters living in poverty.
Vermont'’s 14 hospitals provided $18.9 million of
free care in 2007. Free care in hospitals is paid for
through “cost shift,” and absorbed principally by
payers of private health insurance, according to the
Vermont Department of Banking, Insurance,
Securities and Health Care (VT Dept. of Banking,
Insurance, Securities and Health Care, Jan. 2007).
Several community-based clinics, such as the
Community Health Center of Burlington, also serve
Vermont’s homeless population. In 2006, the
Community Health Center of Burlington served
1,164 homeless adults, adolescents, and children.

THE COSTS AND BENEFITS OF ASSISTING VERMONT’S CHRONICALLY HOMELESS

Without health insurance, a connection
to low-cost preventative health care, or a
home in which to recuperate, some of the
chronically homeless ignore health prob-
lems and avoid seeking medical treat-
ment until problems become urgent
medical emergencies. Ultimately, most
people who are homeless do get treated,
but it is often treatment of the most
expensive sort, delivered in hospital
emergency rooms and acute care wards.
In addition, people who are homeless
served in hospitals or nursing homes
may require prolonged, more costly,
inpatient stays since they have no home
in which to complete their recovery.
Through taxpayer support of public
institutions and through the cost shifting
inherent in the current health insurance
system, we all pay the high costs of
deferred care (National Health Care for
the Homeless Council, 2007).

Not surprisingly, many studies have
shown an overall decrease in the cost of
providing health care to people who are
chronically homeless after they enter
permanent supportive housing, due to a
reduced use of ambulances, emergency
rooms, and inpatient hospitalizations.
However, these studies also show that
participants” use of non-emergency
health care services often increases ini-
tially after entering permanent support-
ive housing programs because they
become more connected to the network
of services they need to address their
disabilities. In this way, the permanent
supportive housing shifts the health
care services used by participants from
acute, emergency care to proactive, out-
patient treatment.

A recent study of 99 people who had a
long history of homelessness and were
disabled in the Portland, Maine area com-
pared the public costs of services during
the year after they entered permanent
supportive housing to the year before



(when they were homeless). Emergency room use
among this study group decreased by 52% and associat-
ed emergency medical costs decreased by 62% after par-
ticipants entered permanent supportive housing. In
addition, ambulance use decreased by 60% and ambu-
lance costs decreased by 66%. Furthermore, inpatient
hospitalizations decreased by 77% after clients were
placed in permanent supportive housing. Prescription
drug costs among the Portland participants increased by
31%, suggesting that they were taking advantage of less
expensive outpatient treatment (Mondello, Gass,
McLaughlin, and Shore, 2007).

Studies in other locations have had similar results.
Participants in the Connecticut Supportive Housing
Demonstration Program experienced a significant
decrease in the use of acute health services and increas-
ing use of less expensive ongoing preventive health
services such as home health care, outpatient mental
health and substance abuse services, medical and den-
tal services. For Medicaid eligible tenants whose service
utilization records were examined during the two years
prior and three years following entry into permanent
supportive housing, there was a 71% decrease in the
average Medicaid reimbursement per tenant using
medical inpatient services (Arthur Andersen LLP,
2002). Homeless adults in public hospitals in New York
City stayed on average 36 percent longer than other
(housed) patients, controlling for differences in demo-
graphics and diagnoses (Culhane, Parker, Poppe,
Gross, and Sykes, 2007).

In addition to reducing their use of expensive health
care services, participants show substantial health
improvements after moving to permanent supportive
housing including mental health and substance abuse
recovery, according to existing studies. However, these
improvements may take several years to occur.
According to HUD’s recent report on the early results
from three recently initiated permanent supportive
housing programs, “substantial progress toward recov-
ery and self-sufficiency often takes years and is not a lin-
ear process, rather it’s a series of ups and downs.” (U.S.
Dept. of Housing and Urban Development, July 2007).

Police Departments and Jails

Some people with chronic homelessness frequently
find themselves in handcuffs or jail, especially if their
mental illness or addictions prompt disruptive or vio-

Homeless adults in public hospitals in
New York City stayed on average 36
percent longer than other

(housed) patients
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lent behavior. A number of studies
have found that the public costs to
police departments and jails are sig-
nificantly higher for people who are
chronically homeless than for those
who have entered permanent sup-
portive housing.

Police had 68% fewer contacts with
formerly homeless individuals after
they moved into permanent support-
ive housing in the Portland, Maine
area. In addition, there was a 62%
reduction in the number of days spent
in jail and in the cost of incarceration
after entering permanent housing
(Mondello, Gass, McLaughlin, and
Shore, 2007). Similar improvements
occurred for dually diagnosed chroni-
cally homeless adults in Portland,
Oregon. Enrollment in the Community
Engagement program resulted in a
75% decline both in the number of jail
stays and in the estimated cost of
incarceration for program participants
(Moore, 2006).

Emergency Shelters

Permanent  supportive  housing
appears to be highly successful in end-
ing the cycle of homelessness. Most
participants stay in their units and
avoid returning to emergency shelters.
Participants” shelter use in Portland,
Maine plummeted 98% during the
year after they moved to permanent
supportive housing. Of those who did
use a shelter after starting the perma-
nent supportive housing program,
most used a partner shelter expressly
for people with substance abuse prob-
lems during their transition to more
independent living (Mondello, Gass,
McLaughlin, and Shore, 2007).

Other studies found that 75% to 88% of
permanent supportive housing partic-
ipants remained in their units during
the first 1 to 5 years after initial place-



ment. After five years, a permanent
supportive housing program in New
York City had an 88 percent housing
retention rate compared to 47 percent
for programs in which participants
lived in congregate, residential treat-
ment settings, such as group homes
(Tsemberis and Eisenberg, 2000). A
permanent supportive housing pro-
gram that started in San Francisco in
1988 reported recently that 67% of the
program’s original residents are still in
their original wunits (Trotz, 2005).
Connecticut’s evaluation in 2002 of
nine PSH projects found that 61% of
the participants remained in their orig-
inal units after four and a half years
and another 25% moved successfully to
other permanent housing (Arthur
Andersen LLP, 2002).

Barriers to Creating More
Permanent Supportive
Housing

Despite direct benefits for the chroni-
cally homeless and their communi-
ties, creating permanent supportive
housing challenges the ways in which
systems with different funding
streams, philosophies, and missions
typically operate. For example, creat-
ing permanent supportive housing
typically involves combining tradi-
tional affordable housing develop-
ment with supportive service pro-
grams that have different timetables
and linkages. Housing developers
often take out 30-year mortgages and
make long-term legal commitments to
provide affordable housing in
exchange for public resources or tax
credits needed to fund housing con-
struction. For a new supportive hous-
ing project, housing funders want to
ensure that necessary services will be
in place for the long run, to ensure
both tenants and the housing devel-
oper success in their endeavors.

Homelessness in Vermont: Shelters

“I am deeply troubled when we have to turn
someone away because we are full. Although we
work with folks to find other alternatives, it is
morally wrong to have to turn anyone away
because we are full."

— Linda Ryan, Executive Director, Samaritan House,
St. Albans, Vermont

hen people enter permanent supportive

housing, they free up much needed emer-
gency shelter space. Vermont shelters housed
about 40 percent of the Vermonters who were
homeless during an average night in 2007 (VT
Continuums of Care, 2007). Others resorted to
sleeping in cars, doubling up with friends or fami-
ly, or seeking other types of refuge. Emergency
shelters are targeted to people with unanticipated,
temporary shelter needs. Beds taken by people
with chronic homelessness create a shortage that
has dire consequences when people who find
themselves temporarily homeless are turned away.
Although shelter directors report an increasing
number of homeless Vermonters since 2000, the
number of people the state’s shelters are able to
serve has decreased because the average client is
staying longer (VT Office of Economic
Opportunity). Almost all Vermont shelters have
waiting lists on a regular basis.

The costs of running emergency shelters vary wide-
ly, depending on their location, the level of services
they offer, and the extent to which donated facili-
ties, materials, and volunteer staff offset regular
operating costs. At Committee on Temporary
Shelter family and adult shelters in Burlington, the
cost of each stay averaged approximately $939 for
each single adult and about $6,946 per family in
2007. At the Upper Valley Haven family shelter in
White River Junction, the cost of each stay aver-
aged approximately $2,700 per person.

VERMONT HOUSING FINANCE AGENCY



Permanent supportive
housing addresses the
dual needs of the
chronically homeless for

both housing and services
with far superior outcomes
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to the traditional system
of piecemeal emergency
interventions

Unfortunately, traditional supportive service funding comes
through 1-year state or federal government commitments. Therefore,
the long-range commitment that housing funders look for is often
impossible. Additionally, service funding is designed to follow a
person with a specific diagnosis or level of need, and is rarely tied to
a building or housing development. Consequently, if a person with
services available to him/her moves out, funding for services may
leave with them, creating uncertainty for the next tenant and for the
property manager or landlord.

An added challenge is that each system (housing and services) has
different public expenditure timing. A substantial portion of the
public dollars spent on a permanent supportive housing resident
may occur at once — when the housing is acquired, built, or renovat-
ed. Conversely, public expenditures for someone who is homeless
are likely to be spread out as the person cycles in and out of emer-
gency health care and corrections systems. Their extremely low
incomes present further challenges for moving chronically homeless
people to permanent supportive housing. People who are chronical-
ly homeless often qualify for federal disability benefits, or
Supplemental Security Income (SSI). In Vermont, this means an
income of only $689 per person per month, as of 2008 (U.S. Social
Security Administration, 2008). The rent for a 1-bedroom apartment
at HUD’s fair market rate of $682 would consume virtually all of a
Vermonter’s monthly SSI check.’> In addition, coordinating the
expectations of private landlords and property managers with the
behavior of people with significant disabilities and a history of
chronic homelessness may be challenging. Landlords may want
more involvement from service providers than they are willing or
able to commit to a particular tenant.

Conclusions

For about the same level of investment, permanent supportive housing
addresses the dual needs of the chronically homeless for both housing
and services with far superior outcomes to the traditional system of
piecemeal emergency interventions. The monetary investment needed
to provide a more stable life for people who are chronically homeless
is less or not much more than these individuals are already costing
through emergency interventions, according to most existing studies.®
Furthermore, the quality of life for individuals provided with stable

5 Fair Market Rents (FMRs) are rent estimates calculated annually by the U.S. Dept. of Housing and Urban
Development. FMRs are 40th percentile rents, the dollar amount below which 40 percent of standard quality
rental housing units rent, including the cost of utilities. The statewide average FMR is an average of each coun-
ty's FMR weighted by the county’s renter population.

6 These studies include Mondello, Gass, McLaughlin, and Shore, 2007; Moore, 2006; Culhane, Metraux, and
Hadley, 2002; and Culhane, Parker, Poppe, Gross, and Sykes, 2006 — a literature review of the many studies
reviewed during the 2007 National Symposium on Homelessness Research.
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housing sky rockets when compared to the despair and constraints
intrinsic in life in shelters or on the streets.

Vermont has an opportunity to eliminate chronic homelessness by
capitalizing on evidence from other locations and setting its own
stage for action. Existing studies document the potential benefits of
serving our chronically homeless individuals through permanent
supportive housing rather than through emergency interventions. In
addition, policy makers and practitioners have the benefit of the les-
sons learned by many states and communities who have already
forged the administrative and funding partnerships required for per-
manent supportive housing.

Creating more permanent supportive housing will undoubtedly
involve an in-depth plan identifying the funding and partnerships that
will work for Vermont’s unique housing and service delivery systems.
Shifting Vermont’s system of caring for the chronically homeless away
from emergency services and toward permanent, supportive housing
will require initial capital investments from government agencies and
private partners. This investment will be recouped through reduction
in the costs of emergency services, mostly in mental and primary
health care costs, and the longer term individual and community ben-
efits of reduced homelessness. More creative approaches will also be
needed to link long-term commitments of affordable housing funding
with adequate supportive services.

Further research could help clarify the specific costs and benefits of
addressing chronic homelessness that would be likely here in Vermont,
particularly for an expanded target population such as individuals and
families. This research might examine the experiences of the residents
of the state’s current permanent supportive housing units, perhaps
assessing the longer term costs, benefits, and outcomes of their tenure
in the program.

By taking steps to improve the supply of permanent supportive hous-
ing for Vermonters with chronic homelessness, policy makers move
Vermont closer to the goal of ensuring that everyone, including those
with the most complex needs, has access to housing. In addition to
the individual benefits of stable housing, Vermont communities bene-
tit from reduced homelessness by knowing that the needs of its disad-
vantaged, vulnerable, seriously ill members are being addressed. m

Vermont has an
opportunity to
eliminate chronic
homelessness by
capitalizing on
evidence from other
locations and setting
its own stage for action
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