No End in Sight

Phoenix and Tucson Pour
Hundreds of Millions into Homelessness
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In Phoenix, there was “The Zone,” where
homeless people slept on the street and crime
ran rampant mere blocks from the state cap-
itol. In Tucson, a homeless camp sprung up

in the 100-Acre Wood Bike Park, where condi-
tions became unsafe for law-abiding citizens.
Though the homeless problem is plain to see,
Phoenix and Tucson'’s spending on combatting
it is anything but transparent. A new analysis
by the Goldwater Institute reveals that Phoenix
and Tucson have poured hundreds of millions
of dollars into various efforts to fight home-
lessness, yet the homeless population remains
stubbornly high and continues to grow.

Taxpayers have been kept in the dark about
the cities’ plans to fight the problem, much less
whether current efforts are working. And it’s all
happening as both cities, the state of Arizona,
and the federal government look to spend even
more to fight homelessness in the future.

The Goldwater Institute conducted a lengthy
investigation to determine how much funding is
going toward homelessness services in each of
these cities, where it's coming from, which ven-
dors are receiving contracts for homelessness
projects, and how that money is being used.
The answers we found are sometimes surpris-
ing and do not always present a clear picture.

Homelessness Out of Control

Over the last several years, homelessness has
risen dramatically in Maricopa County (which
includes Phoenix) and Pima County (which
includes Tucson). Both counties determine their
homeless populations by conducting an annual
“point in time” (PIT) count over the course of
one day, and the results are then made public.
According to the PIT count, the total number

of homeless individuals in Maricopa County
rose from 5,605 in 2017 to 9,642 in 2023, a 72%
increase. As seen in the chart below (which
includes both sheltered and unsheltered home-
less), the total homeless population rose every

year from 2018 to 2023, with a marginal drop in
2024—despite a massive influx of spending.

Phoenix has fared even worse in important
measures. The PIT count found 3,333 unshel-
tered individuals in Phoenix in 2023, up from
1,735 in 2018, representing an astonishing 92%
increase over a five-year period. The number of
unsheltered individuals in Phoenix rose every
year from 2018 to December 2023." In May
2024, the city of Phoenix announced a new PIT
count for 2024, revealing that “the number of
unsheltered individuals in Phoenix decreased by
19 percent, from 3,333 people in 2023 to 2,701
in 2024.” Meanwhile, the total population of
people experiencing homelessness in Phoenix
“decreased by just over 1% from 6,902 in 2023
to 6,816 in 2024,” a miniscule decline given

the vast investment of taxpayer dollars.? It's
also worth noting that the decrease came only
after a court ordered the city to clean up the
homeless “Zone” in downtown Phoenix in 2023,
where 1,000 people resided.?
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In Pima County (which includes Tucson), the PIT
count found 2,209 homeless individuals as of
January 2023, a 60% increase from 2018.# The
PIT count did not appear to break down the
numbers for Tucson alone.

The PIT figures likely underestimate the true
homeless population because the methodol-
ogy is admittedly flawed. As one media outlet
writing about Phoenix’s homeless population
acknowledged, “The point-in-time data almost
certainly undercounts the Valley’s homeless
population. Many unsheltered people hide,
move locations throughout the day or are oth-
erwise out of sight and thus aren’t counted. Bad
weather, too few volunteers and human error
also limit the count’s accuracy.” Therefore, the
homelessness figures in these areas could be
higher and even more difficult to address.

Phoenix

The natural starting point for any inquiry on
homelessness within the city is the Phoenix
Office of Homeless Solutions (OHS), which “pro-
vides support for people experiencing home-
lessness and is committed to ending home-
lessness through a comprehensive, regional
approach to shelter and heat relief, outreach,
supportive and behavioral health services,
homelessness prevention, and supportive hous-
ing.” OHS's website says that $140 million has
been committed to homeless solutions since
July 2021, and projects will run into at least
2024. The funding sources include $127.3 mil-
lion from federal grants (including the American
Rescue Plan Act of 2021), $7 million from the
Arizona Department of Housing (ADOH), and
$5.7 million in annual funding.® OHS has also
announced that Phoenix will receive an addi-
tional $13.3 million from ADOH for shelter and
other homelessness services.’

With so much funding available, transparency
in how those dollars are spent is important. Yet
OHS provides an incomplete and inadequate

accounting of the $140 million it says has been
allocated for homelessness. OHS's website lacks
essential information, with a breakdown on
only $47.6 million of the spending, or roughly
34% of the total.® The $47.6 million figure is
itself sometimes opaque and incomplete. OHS,
for example, lists a joint investment between
Phoenix and Maricopa County, but does not
break down the sources of the funding, mean-
ing Phoenix could be paying close to all or none
of the costs. OHS's website also lists $34.5 mil-
lion in spending by Maricopa County and ADOH
on projects in Phoenix, but it is not clear wheth-
er those funds are included as part of the $140
million allocated. Further, the programs do not
have start and end dates, meaning it is unclear
whether they are in progress or completed.

Goldwater’s independent investigative research,
which relied on such public records as ordi-
nances, budget reports, and contracts, reveals
that Phoenix has allocated over $180 million

to homelessness services since 2021 through

a combination of federal, state, and local fund-
ing—far more than reported by OHS. Even this
amount underestimates the true dollar figure
because certain federal and state funds, as well
as private funding for homeless solutions, are
budget line items not counted as part of the
city's spending. When this type of additional
funding is taken into account, over $250 million
has been allocated to address homelessness

in Phoenix since 2021, an astounding sum that
has not moved the needle on the problem.

Of the $180-plus million in contracts Phoenix
entered into with vendors for services related to
homelessness, the following vendors have the
largest cumulative contracts for homelessness,
all of which are over $1 million. The table below
includes Phoenix’s costs for these services, as
well as the “total service cost” (i.e., any combi-
nation of Phoenix/state/federal/private dona-
tions, etc.).’

Phoenix allotted an additional $63,000,000 for
city-owned shelters, emergency rental assis-

GOLDWATER | 3 | INSTITUTE



The City of Phoenix's Largest Cumulative Contracts
to Combat Homelessness (2021-2024)

Organization

Phoenix Cost

Total Service

Cost

Purpose

Community Bridges | $29,869,568 $37,334,854 Property, Housing &
Rapid Rehousing, Out-
reach for Shelter Sup-
port Services

BRYCON $16,000,000 $16,000,000 Shelter Space and
General Contracting
Services

St. Vincent de Paul $13,024,305 $27,273,131 Emergency Shelter,
Transitional Housing,
Hotel Operation

Central Arizona Shel- [$9,402,625 $14,833,468 Housing, Shelter and

ter Services (CASS) Homeless Support Ser-
vices

Mercy Care $9,000,000 $9,000,000 Behavioral Health /
Mental Health Services

Human Services $7,010,401 $15,512,521 Relief Sprung Structure

Campus Inc. for Shelter

Salvation Army $6,218,993 (city ap- [S$7,124,842 Shelter, Street Outreach

proved $6,000,000
in funding that has
yet to be contract-
ed)

A New Leaf $4,598,423 $9,206,130 Rapid Rehousing,
Homeless Youth Reuni-
fication (includes possi-
ble hotel operation)

UMOM Day Centers | $4,495,264 $29,718,600 Shelter, Street Outreach

Steel & Spark $2,624,000 $2,624,000 X-Wing Shelter Units

Homeward Bound $2,348,795 $3,183,601 Homelessness Preven-
tion, Including GED and
Job Training

St. Joseph the Worker | $2,000,000 $2,997,533 Workforce Villages -
Paying Housing Costs

Child Crisis Arizona | $1,226,459 $1,827,509 Shelter for Homeless
Minors

Southwest Behavioral | $1,035,702 $1,599,967 Criminal Justice for

Health Services

Homeless /Outreach
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tance, property acquisition, hotel conversion,
and affordable housing. Much of this money
has yet to be distributed for specific projects.’

How Phoenix determined what services should
be prioritized is described in the 2021 report
“Strategies to Address Homelessness.” The
report states that in 2020, Phoenix city staff
presented the mayor and Phoenix City Council
with a plan to address homelessness. The City
Council adopted a modified version of the plan,
and a Task Force composed of “neighborhood
leaders, service providers and homeless advo-
cates began meeting to prioritize and provide
recommendations on the city’s efforts to de-
ploy the plan.” Goldwater notes that four of
the 19 members of the Task Force were asso-
ciated with organizations that had contracts
with Phoenix (Southwest Behavioral Health,
Chicanos Por La Causa, Central Arizona Shelter
Services, and Mercy Care). It is unclear how, if at
all, the city addressed the potential conflicts of
interest that could arise from vendors who pro-
vide homelessness services to Phoenix making
recommendations on homelessness."

Tucson'?

Determining how much Tucson actually spends
on homelessness requires sorting through
disparate public information, and the results do
not clearly add up. A 2023 report by The Tuc-
son Pima Collaboration to End Homelessness
(TPCH), a collection of Tucson-area organiza-
tions focusing on homelessness, estimates that
through federal, state, local, and philanthropic
sources, between $50 million and $70 million

is spent annually on homelessness in Pima
County. The report notes that these programs
include direct cash assistance for supportive
housing, street outreach, childcare, nutrition,
addiction recovery, and other services. But the
report does not break down the funding to
name the sources or provide details as to how it
arrived at its calculation.?

Pima County records provide another resource

on homelessness funding and show that the
county budgeted the following for personnel
and operations:

2021-22 $4,820,507
2022-23 $7,651,954
2023-24 $5,334,470™

These amounts total $17.8 million over three
years, and it is unclear whether this annual
spending on homelessness is included in TPCH's
report. Although spending on homelessness
can be calculated in a variety of ways, the lack
of clear and transparent accounting makes it
difficult to understand the relationship, if any,
between TPCH's reports and the county bud-
gets. More important, without understanding
the various monetary inputs and outputs, one
cannot understand or analyze whether money
is being spent appropriately in Pima County.

A third, separate, source on homelessness
spending in Pima County only adds to the con-
fusion. Goldwater reviewed contracts and ad-
ministrative expenses available on Pima Coun-
ty’s website in a further attempt to calculate
spending on homelessness since 2021, includ-
ing prevention. According to this methodology,
Pima County’s contracts with vendors totaled
almost $27 million, including some adminis-
trative expenses between 2021 and 2024, with
the largest aggregate contracts (over $500,000)
noted below.

Both the aggregate spending and the $9 mil-
lion in annual spending for contracts related

to homelessness are far higher than Pima
County’'s budget yet far lower than TPCH's
calculations. Again, this may be for a variety

of reasons, but the lack of explanation on how
spending is calculated prevents an apples-to-ap-
ples comparison of the numbers. Further, as
Pima County does not appear to have a central-
ized, easy-to-locate repository of all contracts
related to homelessness for the relevant period,
Goldwater had to use a variety of approaches
and search terms to assemble the information,
and therefore we could not guarantee that all
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Pima County's Largest Cumulative Contracts
to Combat Homelessness (2021-2024)

Organization Amount Purpose

World Dining LLC $13,400,000 Food

City of Tucson $6,046,272 Emergency Food & Shelter

Our Family Services Inc. $1,749,880 Housing, Rapid Rehous-
ing, Rental Assistance, and
Case Management

Compass Affordable Housing Inc. $850,000 Housing

Interfaith Community Services $823,384 Utility, Rental, and Mort-
gage Assistance

Community Bridges Inc. $752,477 Housing, Employment, and
Substance Abuse services

Catholic Community Services of So Arizona $562,386 Transitional Housing for

Inc. PIO Decimo Center Families, Childcare

relevant contracts were included.

Goldwater notes that TPCH'’s estimate of an-
nual homelessness spending is much higher
than what we've been able to document inde-
pendently from other available sources. Regard-
less, the organization says its high estimate of
$50 million to $70 million of annual spending
isn't even enough to defeat homelessness in
Pima County, according to TPCH’s 2023 report:

In total, an additional 1,367 additional emergency
shelter beds and 4,901 supportive housing units,
including transitional, rapid rehousing, and per-
manent supportive housing units, are projected

to be needed within the next five years to achieve
and sustain functional zero, the point at which
existing system capacity is sufficient to ensure

that homelessness is rare, brief, and one time. The
total annual cost of rental assistance and es-
sential case management services necessary to
achieve functional zero is estimated to be be-
tween $135.8M and $158.5M. (emphasis added).

TPCH's funding recommendation would double
or triple the amount it estimates is already be-
ing spent on homelessness in Pima County, and
the additional spending would continue indefi-
nitely. TPCH's calculation also appears to focus

mostly on housing, rather than the complex so-
cial issues that contribute to the homeless crisis
in Pima County."™ The report does not address
how the money would be raised, a particularly
difficult question as the vast majority of the
contracts Goldwater reviewed for homelessness
services were funded through federal COVID-re-
lief funds, which cannot be relied upon as a
resource in the future.

The nationwide migrant crisis adds another lay-
er of complexity to approaching homelessness
in Tucson. It is important to understand wheth-
er migrants who have entered the country in
record numbers are categorized as homeless,
because that can have large implications on
Tucson'’s resources, taxpayers, and residents.
The World Dining contract (listed in the table
above), for example, includes asylum seekers
along with the homeless.'® Funding for unac-
companied youth may also potentially include
minors who have crossed the border without
their parents. As the swell of migrants coming
into the United States continues illegally, it
could mean that Tucson—and Pima County—
will need to devote outsized, potentially unsus-
tainable resources to an ever-expanding cate-
gory of homeless.
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Despite the enormous funds that Phoenix and
Tucson have devoted to addressing homeless-
ness, a permanent, sustainable solution ap-
pears elusive. In Tucson and Pima County, one
administrator warned that the region is facing
“homelessness on steroids” as funds to fight
homelessness run out."” Meanwhile, Phoenix
has entered into multimillion-dollar contracts
with the same small group of vendors, without
a dentin its unsheltered homeless population.
One of those vendors, Central Arizona Shelter
Services, recently reported it is facing a $1.5 mil-
lion shortfall, despite being allocated nearly $15
million in funding, including $9.4 million from
Phoenix alone, as this report reveals."

Faced with the unrelenting homelessness prob-
lem—and federal deadlines to spend one-time
funding—the Phoenix City Council approved us-
ing another $15 million in federal COVID rescue
funds for shelters throughout the city in Feb-
ruary 2024." But the federal funds are running
out, and the city will be forced to find new ways
to pay for the ongoing homeless programs.
Phoenix City Manager Jeff Barton recently
raised an alarm for the council, urging, “The
reality is, at some point, something’s gotta give
... We don't have all the money in the world. So
we will have to make tough decisions.”

With more expenses ahead, Phoenix city offi-
cials are playing a blame game and are looking
for others to pick up the bill in ongoing costs.
As the Arizona Republic reports, “City Manager
Jeff Barton denied any financial irresponsibility
on the city’s part, saying the future budgets
could have handled all the new homeless pro-
grams had the state not ‘ripped the rug from
us’ by ending the rent tax and undervaluing the
cost of the flat tax.” Phoenix Mayor Kate Gallego
pointed the blame at the state legislature, who
she said “cut revenue for nearly every city in
Arizona.” Meanwhile, city councilmembers have
called on other cities and the state to help pay
for homelessness services.?'

But with the spending on homelessness con-
tinuing to mount—as the homeless population
continues to grow—the question should not be
where to find more funding. Rather, it should be
whether funding alone, no matter how exten-
sive, is the answer to homelessness in these
cities.
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