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Creative Optionsfor Affordable Housing

A Quick Guide for Activists and Policy Makers
by Jerry Kloby

ousing affordability continuesto beamajor prob-

lem for much of the nation. House pricesincreased
arecord 9.4 percent in 2005 (after inflation), and more
homebuyersare on precariousfooting asinterest-only
and subprime loans are rising dramatically. Harvard
University’s Joint Center for Housing Studies predicts
more mortgage defaultsasaresult.

Housing costs are eating up more and more of
householdincome, leading to anincreasein the number
of Americanswho are* cost burdened” (paying morethan
30 percent of their incomefor housing). From 2001 to
2004 the number of cost-burdened househol dsincreased
from 31.3 millionto 35 million, and the number of those
that are severely cost burdened (paying morethan 50
percent of their incomefor housing) increasedto arecord
15.8 million. Thehardshiprateishigher anongrenters, a
reflection of thelossof affordable housing that hasbeen
taking place in much of the country for more than 30
years. From 1993 to 2003 the housing stock that is af -
fordableto low-incomerentersdropped by 1.2 million
toalowly 5.4 million.

Hous ng affordability isaproblem not just because
of increasing housing costs but because of low wages.
Thefederd government hasnot raised theminimumwage
since 1997 and, although 20 states and the District of
Columbiahave passed lawsraising thelocal minimum
wage, therearefar too many jobsthat pay far toolittle.?
Approximately 25 percent of the 133 millionworkersin
the United States earn less than $10 per hour, and 50

percent makelessthan $15.45 per hour. Many Ameri-
cansliveonincomestoo low for themto afford the high
pricesdictated by the housing market.

For example, in New Jersey, wherethe state mini-
mumwageis$6.15, the Fair Market Rent (FMR) for a
two-bedroom apartment is $1,085. In order to afford
the FM R for atwo-bedroom gpartment, aminimumwage
earner would have to work 136 hours per week, 52
weeks per year. In order to afford thislevel of rent and
utilities, without paying morethan 30 percent of income
on housing, aone-worker household would haveto be
earning $20.87 per hour.®

Inadditionto affordakility, therearetwo other hous-
ing issuesof major concern. Oneissprawl, theother is
racial segregation. For severa decadesthe greatest hous-
ing devel opment had been taking placeinlower density
counties, thistrend led to great concern about the loss of
open space, increased automobile use, endlessshopping
malls, cookie cutter architecture, agrowing urban/sub-
urban political divide, and smilar issues. Morerecently,
many cities have been experiencing abit of arebirth.
Thirty-one central cities (of the nation’s50 largest met-
ropolitan areas) lost population inthe 1970s but of those
31, 16 reversed their declinewithin the past two decades.

The exodusto the suburbs has often been charac-
terized as" whiteflight” and thewhite populationin nearly
all central cities continuesto decreasetoday. (Whenthe
massiveL evittown suburbwashbuiltinLongldandinthe
1950sit was almost all white. In 1960 only 57 out of



65,276 residentswere black, and in 1980 just 45 out of
57,045 were.%)

A recent sudy by John Logan of theLewisMumford
Center for Comparative Urban Research found that res-
dentia segregationisdtill very widespread inthe United
States. According to the L ogan report, thetypical white
Americanlivesinaneghborhood that is83 percent white
and 7 percent black, and 70 percent of whiteslivein
suburbs compared to 40 percent of blacks. In addition,
theHarvard Civil Rights Project found that Asiansand
Hispanicslivein somewhat moreisolated settingsnow
thanthey didin 1990.

Somemunicipalitieslauded for their diversity are
still, in many ways, fairly segregated. For example, in
Montclair, New Jersey, atown noted for integration and
liberalism, 33 percent of theresdentsareAfricanAmeri-
can but half of them residein just three of Montclair’s
twelve censustracts. Conversely, most of thetownship’s
whiteresdentslivein areasthat areover 85 percent white.

Current resdentid demographic patternsare partly
theresult of past discriminationinhousing (e.g. steering,
restrictive covenants, and redevel opment policiesthat
restricted housing for low-income householdsto certain
concentrated areas), and partly theresult of more gen-
eral economic differences. Inthe United Statesthe me-
dian household income of blacksisroughly 63 percent
of thewhitemedian and current residentia patternsare
largely aresult of theseincomedifferences. Theredevel -
opment of urban and suburban areaswithout making pro-
visionsfor affordablehous ng createsadisproportionate
burden on black households. It a so addsto the burden
of senior citizensand otherson fixed incomes.

Redevelopment Without Displacement?

Arethereinstrumentsthat can help usredevelop
neighborhoodswithout displacing the peoplein need,
without sacrificing them for the sake of attracting high-
income home buyersand tenants? Therearetwo genera
waysof addressing the problem of housing affordability.
Oneisto keep the priceslow, the other isto take steps
toimprovetheincomeand assetsof lower-income house-
holds. Many successful and innovative strategiesaddress-
ing both of these fronts have been adopted around the
nation. Someof theminclude:

e Community Land Trusts. CLTstakeread es-
tate off the speculative market and ensure long-term
affordability for rentersand low-income homeowners.

CLTsarenonprofit corporations created to acquireand
holdland for the benefit of acommunity and provide se-
cure affordable accessto land and housing for commu-
nity resdents. They develop housing through renovation
or new construction and sell or rent to low-incomefami-
liesand promoteneighborhood stability. TheDurham CLT
inNorth Carolina, for example, hasrenovated 109 single-
family housessince 1987. Thehomessell for lessthan
half the city average and very few have been sold by
their origind owners.

* Community Development Corporations.
CDCsthat develop local propertiesand offer resident
stock ownership opportunitiesineither the CDC or indi-
vidual projects, can provide low-income and/or |ow-
wedlth resdentswith afinancia sharein neighborhood
commercial rea estate projectscarried out by the CDC.
CDCsarenonprofit entitiesestablished by local stake-
holders—residents, businessowners, faith-based insti-
tutions, service providers—whosegoal istorevitalizea
selected low- or moderate-income community. CDC
commercid real estate developmentsinclude shopping
centersand mini-mallsin urban coreareas, occupied by
businessesthat servethe needsof local residents. Resi-
dent ownership givesresdentsagreater stake and abet-
ter understanding, aswell asavoicein everything that
affectstheir neighborhoods.

* Inclusionary zoning. Typicaly, theseareloca
requirementsthat a percentage of new housing be af -
fordableto peopleof low and moderateincomes. Often
developersare given something in return such aszoning
variancesor dengity bonuses. Inclusionary zoning canbe
an important tool for distributing affordable housing
throughout amunicipality and creating mixed-income
communities

* Rent stabilization or dinances can help pro-
mote stability by keeping rent increasesto aminimum.
Thebest rent control laws do not have vacancy decon-
trol clausesthat allow landlordsto raiserentswhen a
tenant movesout. Such clausesgiveafinancid incentive
to destabilize aneighborhood. On the other hand, fre-
guent changesof building ownership aso contributesto
destabilization so it isimportant to make sure that rent
controlsarenot overly burdensometolandlords. Infact,
court decisonsrequirethat rent control lawsprovideland-
lordswith aprocedurefor claming “hardship” (generdly
defined aslessthana“far return” oninvestments). With-
out a hardship appeal s procedure, arent control ordi-



nance may befound uncongtitutional.

* Limited Equity Co-ops. LECsproviderenters
withamethod for acquiring their building. They amfor
democratically controlled home ownership opportunities
and permanently affordablerates.

* Housing Trust Funds. HTFsarecreated legis-
latively. They dedicate ongoing revenue streamstoin-
creasethesupply of affordable housing, and to keep that
housngwe | maintained.

» Developer Fees. These fees are often imple-
mented to generate arevenue stream for an affordable
housing trust fund. A typical developer’sfee might re-
quirethat al developers contributeto thefund at arate
of 1 percent of the assessed value for new residential
developmentsand 2 percent of assessed valuefor new
commercid developments. In somelocales, commercia
linkagefeesare used for similar ends. These ordinances
link new commercia devel opment to the need to pro-
vide affordable housing for the peoplewho arelikely to
work there (they can also be used for other public pur-
poses such asjob training and environmental preserva-
tion). Linkagefeesusualy are based on the squarefoot-
age of new commercia devel opment and rangefrom $1
per squarefoot and up. State governmentsnormally have
togrant municipalitiestheauthority to establish suchfees
and many set limitson how highthey canbe.

» Living Wage Ordinances. LWOs promote
wagesand benefitssufficient to lift workersout of pov-
erty. Theimplementation of living wagesisadvanced
through local ordinancesthat require publicinvestment
to adhereto living wage guidelines. For example, they
may require that hourly pay be sufficient to keep the
employee above the poverty line. A typical LWO re-
quiresthat |ocal government only award contractsto, or
subsidize, those employersthat pay livablewages. Ac-
cordingtoACORN'’sLiving Wage Resource Center, 122
LWOs have been adopted around the nation and they
require wagesthat range from $6.10 to $12 per hour.

* Local hiring requirements. Municipal and
county governmentscan requirefirst hiring rulesfor its
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subcontractors, assuring that local residentshavefirst
priority for new jobs. Similar requirements can be estab-
lished that pertainto purchasing practicesaswell.

Other strategiesinclude:

» Giving nonprofit CDCstheright to eminent do-
main, acourt determined right to acquire certain proper-
tiesfor public use or improvement.

»  Community mappingtoidentify key information
regarding problem areasand potentia neighborhood re-
sources. Also servesto organize and educate.

» Protectingloca assets, e.g. historical buildings,
cultura organizations, socid clubs, public spaces.

* Resdent ownedfinancid ingtitutions. Thesein-
dtitutionsserveto pool thelimited resourcesof lower in-
comeres dentsto make purchasing moreeffectiveor to
form credit unionswith agreater commitment to local
needs.

* Locd tax incentives. These could includelower
property tax ratesin designated areas, lower tax rates
for residentsbelow certainincomelevels, tax bresksfor
landlordswho provide housing for lower-incometenants,
etc.

Housing isabasic human need but it isalso much
more. Failureto provideaffordable housing erodescom-
munitiesand impactson crime, safety, delinquency, and
the educational successof our young. Solving the prob-
lemsof housing scarcity and affordability doesmorethan
just provide homesfor those who need them, it makes
communitiesmore secure and enjoyableplacestolive.

Notes:

1 Most of thedatafor thefirst three paragraphsis
from The Sate of the Nation’s Housing, 2006, by
The Joint Center for Housing Studies of Harvard
Universty.

2U.S. Department of Labor, www.dol.gov/esa/
minwage/americahtm.

3 Nationa Low IncomeHousing Codlition,
www.nlihc.org.

4 New York Times, Dec. 28, 1997.

For more information about the policies dis-
cussed here, two good resources are the National
Housing Institute (nhi.org) and PolicyLink
(Www.policylink.org).



