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Executive Summary

dationscaninfluencethehealthoffamilies,affecttheeducationof children,improve neighborhoodsand support
economic justice and development. Among the actions foundations can take to support housing are:
X funding nonprofit programs that develop housing;
X participating in public-private partnerships to develop housing;
X making program-related investments that are used to build or redevelop housing; and
K making grants for research and campaigns that influence housing policy or public opinions about affordable housing.
Most communitiesface three challenges regarding housing. Thefirstis the ability of working families to afford safeand
adequate housing.This problem has worsened in recent years, especially at the lower end of theincome distribution, as
increasesin housing costs have outpacedincomes.There are very few communitiesin which someone earning the mini-
mum wage can afford even the lowest-cost apartment unit.

Thesecond challengeinvolves production of affordable housing. There are manyimpediments to building affordable
housing, eveninareas of greatest need.These include a lack of land, high costs of development and opposition from ex-
istingresidents.There are notenough federal, state or local public resources to provide affordable housing atalevel that
keeps up with the growing need.

Thethird challengeis related to preserving existing affordable housing. As property values rise and government pro-
grams designed to subsidize affordable housing expire, the affordable housing units that exist are being lost.

Foundationsplayacriticalroleinmeetingallofthesechallenges.Foundationssupportcommunity developmentorga-
nizations, provide funding for the planning and developmentof rental housing, and invest in programs or loan funds for
lower-income, first-time homebuyers. Strategies might focus on specific neighborhoods or particular groups of people.
Many foundations engage in collaborative approaches, leveraging public- and private-sector support for housing pro-
grams.

This paper provides a brief overview of majorissuesin affordable housing, as well as examples of tools and strategies
thatfoundations have employed to address housingissues. It also presents conceptual models grantmakers can use for
creating housing and community-development strategies.

A ffordable housing s critical for lower-income families and communities. By supporting housing programs, foun-

This paper is based on a series of papers developed by the

Neighborhood Funders Group, including:

X Expanding the American Dream: A Homeownership Guide for
Grantmakers, 2004

X Ending Homelessness: The Philanthropic Role, October 2003

X Affordable Rental Housing and the American Dream: The Role
for Foundations, April 2003

X A Grantmaker’s Guide to Housing Policies: A Foundation for

Social Policy Investments, February 2002
All are available at www.nfg.org.
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Conditions in the home
can have profound
impacts on the mental
and physical health of
residents, especially
young children.

Photo Courtesy of Margaux
O'Malley

Why Should Foundations
Get Involved in Housing?

helead statementofthe 2002 Millennial Housing Commission succinctly
summarizes an important but often neglected point:

“First, housing matters. It represents the single largest expenditure
for most American families and the single largest source of wealth for
mosthomeowners.The developmentof housing hasamajorimpacton
the national economy and the economic growth and health of regions
and communities. Housing is inextricably linked to access to jobs and
healthycommunitiesandthesocialbehaviorofthefamilieswhooccupy
it. The failure to achieve adequate housing leads to significant societal
costs.”
- Meeting Our Nation’s Housing Challenges: Report of the Bipartisan
Millennial Housing Commission, appointed by the Congress of the
United States, May 20, 2002

Housing matters for health. Conditions in the home can have profound impacts
onthementaland physical health of residents, especially young children.2 Com-
mon health problemsforlower-income families, such aslead poisoning,asthma
and injuries from falls, all have roots in the condition of housing.3 Closely re-
lated areissues of nutrition and the ability of families with high-cost housing to
afford healthy meals.4

Housing also matters for family stability and schooling. Families whose hous-
ing isinadequate or subject to rising costs generally confront the need to move
into another home. Frequent moves increase stress levels,impede the ability of
workers to maintain consistent employment and disrupt children’s progress in
schools.5 Studies show that childrenin stable housing are more likely to stay in
thesameschooldistrictandformbroadersocial supportnetworks,andlesslikely
to engage in negative behavior.6

Housing matters for financial asset-building. Many studies suggest that an
important component of economic self-sufficiency is accumulating assets -
assetsthatcanbeinvested foreducation, startingabusiness orother purposes.”
Affordable rental housing allows families to save more of their income for the
future. Homeownership facilitates asset-building as mortgage principal is paid
down and the value of the home appreciates, especially for lower-income and
minority families.8

Housing mattersforneighborhoods.The quality ofaneighborhoodis obviously
linked to the condition of its housing stock. Efforts to build or revitalize hous-
ing can have dramatic effects on acommunity.? As more communities struggle
withcongestionandthelossofgreenspace,aswellasoppositiontonewhousing
development,theimportanceofsmart-growthplanningpracticesandrevitalizing
older neighborhoods is on the rise.

Housing matters for economic development. Housing construction and main-
tenance represent a substantial portion of any local economy. According to es-
timates generated by the National Association of Home Builders, building 100
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typical single-family homes supports about 284 full-time-equivalent jobs and
leads to millions of dollarsin wages, tax revenue and ongoing economicactivity
by the residents of these homes.1© Moreover, some employers are beginning to

realize that affordable housing for their workers is important for attracting and
retaining employees, especially in high-cost markets.

Roles for Foundations:
What Can Be Done?

nterveninginthehousingand community developmentfield can be daunt-
I ing for any institution. When a single housing unit may cost $100,000, in-

volve complicated financing, take five or more years to complete, orinclude
collaboratives with dozens of members, housing and community development
strategies can seem intimidating. However, foundations routinely play critical
rolesbyactingaslead conveners, providing smallamounts of supportforproject
planning, leveraging private sources of financing by taking onriskier portions of
aproject,andprovidingoperating supportforcommunity developmentorgani-
zations. Often itis the small but pivotal role of afoundation that allows a project
to move from concept to reality. Beyond the development of housing, founda-
tionsalsoprovideimportantsupportforbroadercommunityefforts—organizing
residents, facilitating home improvements and supporting programs that help
rentersbecomefirst-timehomebuyers.Strategiesforfoundationsinthehousing
field include the following:

1. Fund Nonprofit Programs
oundationscansupporttheresearchanddevelopmenteffortsrequiredto

F create innovative approaches tailored to a local community. This work,
often directed by a collaborative of community institutions and imple-

Community Giving Resource

CGRis a free resource for donors and small family foundations commit-
ted to helping low-income communities and individuals reach their potential.
Through an easy-to-use Web site, CGR offers research and guidance to
facilitate grants that make a difference in struggling neighborhoods and com-
munities. Topics covered by CGR related to housing include:

Affordability

Homelessness

Homeownership

Neighborhood bust and boom
+ Public housing
+ Private rentals

Public rentals

Rural housing

Suburbs, sprawl and smart growth

CGR also helps connect foundations with leading housing organizations
and experts in the field. See www.communitygivingresource.org.

Foundations routinely play
critical roles by acting as
lead conveners, providing
small amounts of support
for project planning,
leveraging private sources
of financing by taking

on riskier portions of a
project, and providing
operating support for
community development
organizations.




Even a small foundation
can serve as a catalyst

to facilitate dialogue
among potential partners,
support planning efforts
and provide seed money
to leverage financial
commitments.

mentedbyexpertconsultantsoracademics,canbecomeaplatformfornewstrat-

egies. Foundations can also partner with existing initiatives, providing support

for program expansion or ongoing program operations.

« The Wilson Foundation in Rochester, N.Y., invested $2 million (20 percent
of its endowment) for Wilson Commencement Park, a holistic transitional
housingprojectforhomelesssingle-parentfamilies.Recognizingthedemands
onsingle, low-income parents,the programprovidescomprehensive support
serviceson-site,includingchildcare,vocationaltrainingand parentingclasses.
Approximately 700 families per year take advantage of Wilson Commence-
ment Park’s programs and services. With this supportive environment, the
hopeisthatparticipantswillexitthehomelesssystem permanently.Seewww.
mcjcwilsonfoundation.org.

2. Form Partnerships
Imosteveryaspectofaffordable housing—fromconstructionanddevelop-
A ment to managing rental properties and promoting homeownership —
requires public-and private-sector partners.Evenasmallfoundationcan
serveasa catalysttofacilitate dialogue among potential partners, support plan-
ning efforts and provide seed money to leverage financial commitments.

+ In Massachusetts, a collaborative of private foundations created Home
Funders, a pooled fund administered by the Boston Foundation. More than a
dozenfoundations, as well as state and local governments and local financial
institutions, have provided grants or loans to the fund.The fund has a goal of
providing atleast $26 millionin resourcesto theareato develop 1,000 homes
forextremelylow-incomefamiliesearningunder $22,000 or 30 percent of the
area median income. The fund seeks to integrate families in mixed-income
housing, rather than concentrating low-income housing in impoverished
areas. The Fund works closely with the public sector and private developers
toprovideauniqueresourceforthedevelopmentofmuch-neededaffordable
housing. See www.homefunders.org.

3. Make Program-Related Investments (PRIs)

nalternative to making a grant to a programis to make aloan or provide
A anequityinvestmentatbelow-marketrates.Typically theseinvestments

attractadditional capital from publicand private financing sources, thus
multiplying the impact of the initial investment. PRIs can provide capital for
projects at their initial, more risky stages, while providing a basis for future in-
vestments.Because PRIfundsare eventually paid backtothe foundation, capital
can be recycled into new grants or PRIs, thus increasing the impact the founda-
tion can have.

+ Since 1983, the John D.and Catherine T. MacArthur Foundation has commit-
ted more than $200 million in program-related investments. PRI recipients
have returned more than $60 million to the foundation in PRI repayments,
along with more than $50 million in PRI earnings. Typically these PRIs are
structured as multiyearloans with a 3 percentinterestrate. Theinterestis due
at maturity, but the principal can be rolled over into another low-rate loan.
Mercy Housing, a nonprofit developer of affordable rental housing, received
a $3 million loan to acquire and improve rental properties. Mercy preserved
more than 3,000 affordable homes for low-income families and seniors with
theinvestment, leveraging $200 millionin otherresources. Mercy’s preserva-
tion of rental units served asamodelforafederal demonstration program for




nonprofits to acquire expiring use projects. See www.macfound.org.

4. Influence Policy

esearch,leadershipandadvocacyonbehalfofaffordablehousingforlow-
R incomefamiliesisin shortsupply.Besides engagingin the public debate

aboutaffordable housing,foundationscansupporttheworkofadvocacy
organizations directly. Given their relationships with leaders in the public sec-
tor, financialinstitutionsand nonprofitorganizations, many foundations may be
in unique positions to bring attention to the needs of low-income peoplein the
housing and mortgage markets.

- Seven San Francisco-area foundations formed the Bay Area Inclusionary
Housing Initiative to help facilitate the development of affordable housing.
This philanthropic collaborative has funded the Non-Profit Housing Associa-
tion of Northern California (NPH), a nonprofit affordable-housing advocacy
group, to help local zoning authorities at the city and county level to adopt
inclusionaryhousingpolicies.Thesepolicesrequireanynewhousingdevelop-
ment to include a specified number of housing units that are affordable for
lower-income families. NPH provides training, networking and policy analy-
sis for local advocates and activists to become more informed and effective
at promoting local regulations that encourage more affordable housing. See
www.nonprofithousing.org.

5. Fund Public Awareness Campaigns

strategyrelatedtopublicpolicyinvolvesraisingthegenerallevelofaware-

A ness about the need for affordable housing in the community. By sup-

portingpublicoutreachandeducationefforts,foundationscanhelpturn
the tide against NIMBY (“not in my back yard”) attitudes. As the public comes to
understand the value of affordable housing in the community, programs will be
better able to develop housing for working families.

+ Fundedin part by the Minneapolis Foundation and the McKnight Foundation,
Housing Minnesotaisapubliceducationadvocacy campaigndesignedtohelp
local residents understand the need for affordable housing in Minnesota. The
campaign is supported by a broad coalition of nonprofit agencies, faith-based
institutionsand communityleaders.Byraising publicawareness, the campaign
seekstoreduce barriers to affordable housing and prompt policymakers to be-
come more supportive of housing issues. See www.housingminnesota.org.

6. Fund or Conduct Research
final strategy foundations can employ is to support research on de-
A mographic and market trends, housing needs for families in poverty,
inequitiesinhomeownership and mortgage markets, land-use patterns
and other topics. When the nonprofit sector and public officials are armed with
accurate information, they are more likely to avoid misguided strategies and to
develop housing projects designed to meet targeted current and future needs.
+ The Annie E.Casey Foundation, MacArthur Foundation and Rockefeller Foundation
are all funders of Out of Reach, an annual publication by the National Low Income
Housing Coalition (NLIHC). NLIHC provides research, education and technical as-
sistancetolocal,stateand nationalorganizationstryingtodevelopsolutionstocritical
housingneeds.OutofReachprovidesananalysisofwagesandrentsineverycountyin
theUnited States, including theincomerequired toaffordrental housing (by number
of bedrooms).The reportalso provides the hourly wage aworker must earntoafford
atwo-bedroomapartment,calledthe”housingwage!Thiswidelycitedreportisfreely

For the 29 million
households paying more
than 30 percent of their
income in rent, the ability
to afford food, health
care, insurance and other
important goods and
services is reduced.
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Housing programs and
policies should provide

a balanced menu to
address a variety of
needs, including housing
at a range of prices and

a variety of sizes, as well
as the ability to provide
services integrated into
housing as needed.

availableonlineandusedbyhousingadvocatesacrossthenation.Seewww.nlihc.org.

In addition to studies on housing policies and markets, thereis a strong need
formoreresearchabouttheeffecthousingcanhaveonschoolingoutcomes,child
health,familymobilityand othersocialissuesnotcommonlyrecognizedasbeing
correlated with housing conditions. Grantmakersin manyfields outside of hous-
ingcaninclude housingvariablesin program evaluations, yielding new insights
into the interconnectedness of programs.

Developing a Strategy
in Housing

Background

igure 1 provides a breakdown of the U.S. housing stock as of 2003 and illu-

F minatessomekeyterms.Onedistinctionisbetweentypesofhousingunits.

Confusingly, the term“single-family” housing refers to one-unit homes as
well as duplexes, triplexes and four-flats. Traditionally these units had an owner
living in one unit with the remaining units rented to others. Today, however,
single-family units may be owner-occupied or investor-owned. The term “mul-
tifamily”refers to a building with five or more units. Often these are rented units
ownedbyaninvestororinstitution,although multifamilyunitscan bestructured
as cooperatives or condominiums.

The term “tenure” dates back to medieval times and is defined as being an
owner or a renter. Importantly, an owner frequently does not own his or her
homeoutright,buthasamortgagelienagainstthevalue ofthehomeand makes
regular payments on that loan. Owners might own their housing unit, the land
under the unit or some combination.In condominiums, the owner owns thein-
terior of his or her unit, but also pays fees forcommon areas and shared systems.
In cooperatives, the owner owns a share of the property overall, with the right
to occupy his or her unit. Manufactured housing, a term that is often misunder-
stood, is defined legally as a home built in a factory to a national housing code
(called the “HUD code”) and then installed on site. Manufactured homes built
priorto 1976, before the HUD code, are mobile homes, although this distinction
isoftenlostin practice. Manufactured homes may be placed on owned landand
treatedassingle-family,owner-occupiedhomes,orbe placedonleasedlandand
be treated as rental units.

A final distinction has to do with where the home is located. Central city (or
inner city) homes are located within the jurisdictional boundaries of the main
city of a Metropolitan Statistical Area (MSA). Suburbs are the areas outside that
central city that are still inside the MSA boundary. Rural areas are commonly
thought of as being the balance of communities, those located outside MSAs.
(Someoutlyingsuburbanareasarealsorural, buthave been omitted fromFigure
1 for the sake of simplicity.)

The Housing Lifecycle
erhaps due to the complexity of housing issues, policymakers seem to
P gravitate toward acommon set of strategies asa sort“onessizefitsall”solu-
tion.Clearly, however, diverse housing needs across communities require
multiple approaches. Homeownership, rental housing and various forms of af-
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Figure 1. Profile of a U.S. Housing Stock, 2003
# Units Percent

All Units 120,777,000

Occupied Units 117,211,000 97%

Vacant Units 3,566,000 3%

Single Family (1-4 units in structure) 85,499,000 73%

Multi Family (5+ units in structure) 31,712,000 27%

Tenure: Owner 72,238,000 68%

Tenure: Renter 33,604,000 32%

Condominium 4,722,000 4%

Cooperative 558,000 0.5% Many urban

_ . neighborhoods are

Manufactured Housing 6,854,000 6% struggling relative to their

Metropolitan Area 93,100,000 79% suburban counterparts,
especially in housing

Central City 34,986,000 30% markets that have not
undergone a rapid
Suburb 58,114,000 50% acceleration in values in

the last decade.

Non-Metro (Rural) 24,111,000 21%

Source: 2003 American Housing Survey

fordable housing all have a place within the housing continuum. Housing pro-
gramsandpoliciesshouldprovideabalancedmenutoaddressavarietyofneeds,
including housing at arange of prices and a variety of sizes, as well as the ability
to provide services integrated into housing as needed.

Figure 2 illustrates one framework from the perspective of an individual mov-
ing through the housing continuum over his or her lifetime. The housing needs
of a young person just leaving his or her parent’s home are vastly different from
those of the same person four decades later, on the verge of becoming a senior
citizen. As people form families, have children and then help their children start
their own households, their needs change. As people move and migrate, the mix
of household types in a community shifts. Likewise, as immigration increases, de-
mand for housing rises to meet immigrant groups’ particular needs. As a result,
housing policies need to provideabalance of services, forrentersand owners, overthe
course of the housing lifecycle.
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Figure 2. The Housing Lifecycle

New New Family Households | EstablishedFamily Empty Nest Seniors
Households Households Households
Status Under 30; single 25-40; young children 35-55; school-age | 55-75; no children | 65+;couples
children at home or singles
Typical Renter Renter / first-time owner Owner Owner / renter Owner /
Tenure renter
Special Affordability; Affordability; Proximity to quality Reduction in Accessibility;
Needs proximity toworkor | amenities for children; schools; sufficient | space demands; | proximity to
school safety space accessibility services

While housing quality in
rural communities has
improved dramatically in
recent years, more than
700,000 rural houses are
defined as “worst case
needs” by HUD.

Location: Urban, Suburban and Rural

he old adage among real estate professionals is that the three most im-
T portant features of a home are“location, location and location.”Location

clearlyis noteverything, but when designing housing strategiesitis very
important to analyze how a particular housing development or program will fit
into thelocal market.One of the mostimportantfactorsto consideris the cost of
land.The cost of constructing or rehabilitating housing varies across communi-
ties, but not nearly to the extent that land values vary. In some high-cost areas,
thevalueofallstructuresandimprovementsonapropertyarenegligiblerelative
tothelandvalue.Intheseareas, properties will be purchased, the existinghome
torn down and a new home built on the lot. In markets where buildable land is
scarce, the cost of housing is much higher than in areas with an ample supply
of land.

Even within an otherwise tight housing market, some individual locations
command premium prices, even controlling for size, quality and amenities. And
the dynamics of the housing market can change relatively rapidly. Forexample,
manyinnercityneighborhoodstwodecadesagoweredefinedaslow-incomeand
experiencedstagnantordeclininghousingvalues.Today, many of these markets
areviewedasrelativebargainsinthehousingmarket,withbuyersbiddingupreal
estatevaluesandrents.Still, manyurbanneighborhoodsarestrugglingrelativeto
theirsuburban counterparts, especiallyinhousing markets thathave notunder-
gone a rapid acceleration in values in the last decade.

In high-costareas, however, itis precisely the opposite. Housingon the fringe
of MSAs can beamong the mostaffordable, atleastin terms of rents or purchase
price. Nevertheless, households attracted to the relative affordability of these
outer suburban markets may pay the price in commuting costs. Travel time and
costs can absorb much of the savings gained by moving farther from the urban core.

Beyond the suburban fringe are homes in rural areas. Land there is typically
not a significant cost of housing relative to the structure, although it can be in
somehigh-demandmarkets.Thecostofdevelopinginfrastructureisoftenhigher
thaninurban orsuburbanlocations, sometimes resulting in development costs
thatexceedappraisedvaluesandmakingbankfinancingchallenging.Manyrural
communities are actually losing population as agriculturaland natural resource
industrieshaveconsolidated.Elderly,lower-incomeandless-educatedresidents
are among the least likely to leave rural areas, while working-age families with
skills that are in demand are among the most likely to migrate to urban areas.
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Despite affordable housing and natural amenities, many rural housing mar-
kets are struggling. While housing quality in rural communities has improved
dramatically in recent years, more than 700,000 rural houses are defined as
“worst case needs” by HUD. Some rural small towns have been buoyed by tour-
ismandtheadventoftechnology-aidedjobs,where proximitytoanurbancenter
is not important. Unfortunately, others remain impoverished. Since 1960, 363
rural counties have had persistent poverty rates above 20 percent of the popu-
lation. Community development in rural areas represents a broader challenge
than simply building or preserving housing;italsoincludes building capacity to
deliverservices,community organizing,and collaboratingwith educationaland
economic development institutions. 11

The Affordability Challenge

ccordingtoananalysis of the 2001 American Housing Survey by the Low
A Income Housing Coalition, there are 95 million people —about one-third

ofthe U.S. population-livingin cost-burdened, low-quality, overcrowd-
ed housing. The majority of these are low-income people, one-third of them
children.The most frequent problem theyface is paying a large share ofincome
forhousing.Thefederally defined standard for being“housing cost burdened”is
payingmorethan 30 percentofincome,although manyfamilies pay much more.
In fact, in 2001 more than 14 million people paid more than 50 percent of their
incomeforhousing.Bycomparison,theaverageacrossallhouseholdsistospend
only 20 percent of income on housing. Overcrowding and poor housing condi-
tionsstillexist,thoughtheyhaveimproveddramaticallyinthelastfewdecades.'2

Out of approximately 108 million households in the U.S.in 2003, 31 percent
paid more than 30 percent of their income for housing.'3 But more than two-
thirds of low-income households pay this much or more, and the majority (51
percent) of low-income renters pay more than half of their income for hous-
ing. Affordability problems are becoming more acute, given the robust housing
market in the first five years of the 21st century. The number of “cost-burdened”
households increased by 17 percent from 2000 to 2003. Notably, costs have in-
creased fastest among middle-income households.

Forthe 29 million households paying more than 30 percent of theirincomein
rent, the ability to afford food, health care, insurance and otherimportantgoods
and servicesis reduced. Often finding housing means moving farther from em-
ployment centers, thuslengthening commute timesand raising transportation
costs. There is also more pressure to crowd into homes when housing costs are
high. On top of everything are the emotional and physical stressors that come
from paying increasing shares of income for housing.

Figure 4 illustrates the wage needed to pay for an affordable rental housing

The Housing Assistance Council (HAC) helps local organizations oper-
ate housing programs. One program HAC uses is Mutual Self-Help Housing
to help very-low- and low-income households construct their own homes.
Families perform approximately 65 percent of the construction labor on each
other’s homes under qualified supervision. The savings from the reduction
in labor costs allows otherwise ineligible families to afford their own homes.
HAC has provided over $68.3 million to support the production of more than
6,000 self-help units in rural communities across the country. See: www.rural.org

:ﬁ:b. A

Photo courtesy of Neighbor Works
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Figure 3. Percent of Households Paying More than 30% of Income for
Housing by Income Group

80%
70%
60%
50%
40%
30%
20%
10%

0%

Bottom Income Lower-Middle Upper-Middle Top Income All
Quartile Income Quartile Income Quartile Quartile Households

Source: State of the Nation's Housing, Joint Center for Housing Studies of Harvard
University, 2005

unit by county. A minimum wage salary is insufficient to afford rentsin any loca-
tion. Some of the most serious problems occurin high-cost marketsin California
and the Northeast, where a wage more than four times the minimum wage is
required to afford rental housing. However, affordability is not just a“bicoastal”
issue. A growing number of counties in the Midwest, South and West are also
facing affordable housing challenges.

Thelaggingownershiprates of minority and low-income familiesare disturb-
ing. Nationally, only 49 percent of the lowest income households live in owner-
occupied homes, as opposed to 68 percent of all households, and 91 percent
of the highest income group. Likewise, minority homeownership rates are 20
percentage points below the national average (Figure 1). While these gapsin
homeownershipratesstrikemanyobserversasinequitable, differencesinhouse-
holdtypeandage,location,income, education, mobilityandimmigrationstatus
frequentlyexplainvariationsamonghomeownershiprates.Buttherearesubstan-
tialgapsinhomeownershipattainmentbetweenracesevenwhencontrollingfor
marriage, central-city location, age and education. While homeownership rates
overall have risen since 1978, rates for working families with children have de-
clined from 62.5 percent to 56.6 percent (Center for Housing Policy, May 2004).
Ratesforsingleparents,especiallyfemale-headsofhousehold,are20pointslower
than the ownership rate forall households. Single-earner households have less
income to support buying a home; thus, since this type of family is increasing,
and ownership holds such significant potential benéefits for children, there are

The Annie E. Casey Foundation has supported the First Nations Devel-
opment, a nonprofit organization working with Native communities to create
and retain wealth, to create a guidebook for Native communities to claim the
Earned Income Tax Credit (EITC). By making use of this provision of the tax
code, families can obtain larger tax refunds that can be invested in housing,
homeownership, education or other activities that improve the lives of chil-
dren and families. See: www.aecf.org.
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good reasons why single parents should receive support for ownership.

These gaps by family type, race, and income present definite challenges. Be-
causehomesarethelargestassetmostlower-incomehouseholdshave,andown-
ershipisatraditional, practicalwayforunderserved householdstoaccesscapital
and establish a stable family, these stubborn discrepancies in rates are cause for
public-policy and programmatic interventions. But to craft such interventions,
barriers to homeownership need to be examined further.

The Production Challenge
roducingasingle homeisan expensive proposition, eveninideal circum-
P stances.Acquiringlandandapprovalsistime-consumingandcostly.Land
often needs infrastructure, such as paving, drainage and utilities. Then
there are significant costs for materials, capital equipment and labor. Given the
minimum standard requirements for materials, lot size and structural design,
it is difficult to produce a new home that a low-income family can afford. And
when communities actively oppose new construction - the so-called NIMBY
problem —the costs of developing housing are even harder to overcome. While
some of the unskilled labor used to produce ahome can be donated, aswellasa
portion of materials, these costs are still a fraction of the overall cost of produc-
ing ahome.Thus subsidies play animportant role in facilitating the production

Figure 4. Hourly Wage Required to Afford an Apartment at Fair Market Rents

Even Modest Rental Housing is Beyond the Means of Many Low- and Moderate-Wage Workers

Hourly Wage Needed to Afford Rents
$7.12-10.30 (up to 2x min. wage)
$10.31-15.45 (2-3x min. wage)

B $15.46-20.60 (3-4x min. wage)

M $20.61-35.02 (over 4x min. wage)

Notes: Federal minimum wage in 2004 was $5.15 per hour. Hourly wage needed to afford the Fair Market Rent on a modest 2-bedroom unit assumes paying 30% of income on housing and working 40 hours a week for 52 weeks a year.
Sources: HUD's Fair Market Rents for 2004, based on methodology developed by the National Low Income Housing Coalition.

Source: Joint Center for Housing Studies, State of the Nation's Housing 2005. Reprinted with Permission
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Even in otherwise
progressive communities,
residents tend to view
affordable housing
negatively. They fear that
these homes will devalue
their own properties, bring
in undesirable residents,
or contribute to increased
police, education and
other community-service
costs.

of affordable multi- and single-family units for rental or ownership. Producing
affordable housing can force difficult tradeoffs regarding the location and qual-
ity of housing at a given price level. Often the areas with the highest growth in
population and employment opportunities are the least likely to invest in
affordable housing.

What prevents the production of affordable housing units? There are at least
four leading factors. First, restrictive zoning and land-use practices and overly
stringent housing codes result in a reduction in the number of housing units
produced, whichinturndrivesup pricesandrents. Such policiesandregulations
areintended to promote safe and livable communities, of course, butthey make
affordable housing more difficult to produce.

Secondly,thereisnotenoughsubsidyavailablefromthe publicsectortooffset
thecostsoftheseregulations.Subsidyfordevelopingaffordablehousingisscarce;
there simply is not enough available to produce affordable housing at a scale
needed to relieve cost-burdened households. Direct subsidy for the acquisition
and construction of housing is lacking, as well as below-market financing tools
thatcanbeadaptedtotherisksandlongtime periodsrequiredfordevelopingaf-
fordable housing.

The third barrier is simply the cost of land, materials and labor. Given the
fixed costsinvolvedindevelopinghousing-legal,planning,architecturalandthe
rest—developers haveastrongincentive to build largerhousing units with more
amenities as long as consumers will compensate them for these additional costs.

Thelastbarrieriscommunity opposition.Evenin otherwise progressive com-
munities, residents tend to view affordable housing negatively. They fear that
these homes will devalue their own properties, bring in undesirable residents,
orcontributetoincreased police,educationand othercommunity-service costs.
Somecommunitieshavebeguntoconfrontthesenegativestereotypes, realizing
the value of having a continuum of housing.

The Preservation Challenge
iventhechallengesofproducingnewaffordablehousing,itisoftenmore
G efficient to extend the life of existing housing rather than build new.
Preservation of affordable housing is critical for both homeownership
and rental programs, although the issues involved are different in each case.
Affordable rental housing units developed under subsidy programs such as
project-based Section 8, RHS Rural Rental Housing or Low-Income Housing
Tax Credits were established with alimited period in which affordability must be
maintained. At the end of that period, property owners have the option to rent
units at market levels. In many cases, properties at the end of their affordability
period also require substantial improvements. Owners contemplating such an

The goal of the S. H. Cowell Foundation is to improve the quality of life
of children and families living in poverty in Northern California. The foundation
funded the Pescadero Affordable Housing Project to create and implement a
plan for increased affordable housing. The project includes outreach to build
public support for affordable housing, including community workshops. The
project led to the creation of “Smartcode” to permit in-fill affordable housing
and overcome waste water problems. It also created an engineering plan to
eliminate flooding hazards on a local creek, opening an area to affordable
housing development. See: http://www.shcowell.org.
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The John D. and Catherine T. MacArthur Foundation has committed to
a 10-year, $50 million effort to promote the preservation of affordable hous-
ing. The effort includes grants and below-market-rate loans for nonprofit
owners of rental housing and the intermediaries that finance housing. As
many as 100,000 units will be financed or renovated to preserve them for
low- and moderate-income households. The effort also includes grants for
policy research and public advocacy on the preservation of affordable rental
housing in urban, suburban and rural markets. See: www.macfound.org.

investmentmayfindthattheonlywaytojustifyimprovementseconomicallyisto
raise rents or convert the building into condominiums. Socially motivated prop-
erty owners, such as nonprofits, can take over these “expiring use” properties,
obtainpublicsubsidiesandgrants,and continuetoofferunitsataffordablerents.
But some owners prefer to convert properties to market-rate rents, especially
units located in desirable areas or neighborhoods where property values

are increasing.

Another aspect of preservation in rental housing is related not to “expiring
use”subsidized properties, but to the millions of unsubsidized rental unitsinthe
United States. Again, thereis pressure to raise rents for these units, unless anon-
profitowner can take possession and maintain the property ataffordable levels.

When it comes to homeownership, preservation has two implications. Like
rental units, owner-occupied units need upgrading as they age. A large portion
ofaffordable owner-occupiedhomeswere builtinthe 1950sand 1960sand now
require investments to remain viable housing. Preserving these“starterhomes”
providesanimportanthomeownership opportunityforlower-incomefirst-time
buyers. Affordable units often are occupied by elderly people who lack the re-
sourcestofully maintain properties.Inaddition, elderly occupants may need ac-
cessibility improvements that can allow them to stay in their homes.

Thesecondimplicationofpreservationforowner-occupiedhousingconcerns
not the housing unit, but the financial situation of the owner. Many individual
homeownersneedhelpiftheyaretoavoidlosingtheirhomesduetoforeclosure.
Rising interest rates, property taxes and maintenance costs can force an owner
to make difficult tradeoffs. Foreclosure rates for all loans increased by nearly 40
percentfrom 199410 2004.15 In some communities —especially low-income, mi-
nority neighborhoods—foreclosureratesareashighas 10 percentofallhomes.6
Theleadingcauseofmortgagedefaultsislossofemployment, followed byhealth
crisisandmismanagingcreditand/orspending.Lendersfrequentlyarewillingto
workoutalternativestoforeclosure,including reducinginterestratesor restruc-

The Homeownership Preservation Foundation, founded by GMAC-
RFC, a large national mortgage lender, supports the Credit Counseling Re-
source Center (CCRC), a collaborative of four nonprofit counseling agencies
providing mortgage default counseling. The foundation has partnered with
mayors in several cities to promote a toll-free hotline for borrowers falling
behind on their mortgages. In Chicago, the Foundation supports NHS Chi-
cago’s HomeOwnership Preservation Initiative (HOPI) “Every Minute Counts”
campaign, a public outreach effort including advertisements on subways and
bus lines. For more information see: www.hpfonline.com.
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Providing services
connected to housing is
an essential complement
to providing shelter.

Photo courtesy of Margaux
O'Malley

turingloanterms.However,mostborrowersinforeclosureavoidtheirlenderand
arenotofferedsuchalternatives.Moreand more, lendersand nonprofitcounsel-
ing agencies are working collaboratively to increase awareness of
alternative programs.

Disparities in Homeownership
omeownership is frequently referred to as part of the “American
H Dream.”"Homeownership’s benefits flow to families in the form of asset
accumulationltsupportsthehealthandwell-beingofchildren.Owner-
ship is also associated with broader social impacts, including neighbor-
hood revitalization.

Although homeownership can play a significant role in asset- and commu-
nity-buildingforfamiliesand neighborhoods,homeownershipopportunitiesare
notevenly distributed by race,income orlocation. Nationally,only 49 percent of
the lowest-income households live in owner-occupied homes, compared to 68
percentofallhouseholdsand 91 percentof the highest-incomegroup.Thereare
alsosubstantialgapsinhomeownershipattainmentbetweenraces,evencontrol-
ling for marriage, central-city location, age and education. The homeownership
ratefor minoritiesis 20 percentage points below the national average.While the
homeownership rate overall has risen since 1978, for working families with chil-
drentherate hasdeclined from 63 percentto 57 percent.’” While these discrep-
anciesinhomeownershipratesstrike manyobserversasinequitable, differences
in household type, age, location, income, education, mobility and immigration
status will likely always result in variations among homeownership rates.

There are a number of barriers that prevent deserving families from owning
their own homes, including inadequate income and savings, poor credit, a lack
of information, and a general shortage of decent affordable homes available to
purchase. Homeownership strategies typically involve a partnership with a fi-
nancial institution, many of which face regulatory pressures to provide loans to
underservedborrowers.But beyond accessto credit,overcoming thedisparities
inhomeownershipattainmentinvolvesoutreachandeducation,supportforsaving
andfinancialplanning,andthedevelopmentorrehabilitationofaffordablehomes.

Homelessness

n estimated 3.5 million people in the U.S. are homeless at some pointin
A each year,and 800,000 people are homeless on any given day, including

about 200,000 children in homeless families.’ The Stewart B. McKinney
HomelessAssistance Actof 1987 providesfederal supportforemergencyshelters.
Beyond providingbeds,someprogramsalsoattempttopreventhomelessnessby
helpingwithtemporaryassistanceforrentorutility payments, orlegaladvocacy
to prevent evictions.

The MetLife Foundation has provided a number of grants to Neighbor-
Works America and its affiliates to promote outreach, education and coun-
seling for first-time homebuyers. In particular, efforts have focused on Latino
families and providing education materials in Spanish, as well as building the
capacity of community-based counselors to help families overcome informa-
tion barriers to homeownership. For more information see: www.nw.org.
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The San Francisco Foundation has been a leader among community
foundations in ending homelessness. The foundation has provided direct op-
erating support to First Place Fund for Youth, a local nonprofit organization.
As children reach the age at which they no longer qualify for foster care, they
face a difficult transition to independent living. In California almost two-thirds
of foster children who age out of foster care become homeless. First Place
Fund for Youth in Oakland helps young people (age 17 to 21) transition from
foster care into their own households. Its supportive services, employment
assistance and life-skills training help youth become self-sufficient without
becoming homeless. See www.firstplacefund.org.

Dealingwithhomelessnessinvolvesabroadarray of strategies, including col-
laborationswithsocial services.Infact, providing services connected tohousing
is an essential complement to providing shelter. Nearly three out of four adult
homeless people have mental health, alcohol and/or drug problems. For them,
shelter or temporary housing is only a partial solution. Their mental health and
substanceabuseproblemsmustalsobetreatedtoaddresssomeoftherootcauses
ofhomelessness.Treatmentservicescanbeintegratedintolonger-termsupport-
ivehousing,withthegoalofhelpingtheclientbecomeself-sufficient.Supportive
housing can be designed to help parents deal with their crisis and move toward
self-sufficiency,whilealsoprovidinghealth,educationand mentalhealthservices
to children and youth.

« TheCorporationfor Supportive Housingisanationalintermediary dedicated
to building the capacity of supportive housing providers nationally. CSH was
established in 1991 with funding from three leading foundations: the Pew
Charitable Trusts, the Robert Wood Johnson Foundation and the Ford Foun-
dation. Since that time CSH has grown substantially. By providing project-
specifictechnical assistancealongwith grantsandloansatthelocallevel, CSH
has helped develop more than 15,000 supportive housing units. CHS also ad-
vocatesforpublicpoliciesthataddresshomelessness,aswellaseducation, re-
searchandothereffortstopromotesustainablesupportivehousing.Seewww.
csh.org.

« The Melville Charitable Trust has set its sights on finding and fighting the
causesofhomelessness.ItsupportsserviceandhousingprogramsinConnect-
icut that serve as models throughout the country, and is a national leader in
fundingresearchandadvocacyonhomelessness.Thetrusthasinvestedmore
than$40millionoverthelastdecadein programsthathelpformerlyhomeless
people to achieve self-sufficiency. See www.melvilletrust.org.

Proven Approaches
for Foundations

hereareanumberofstrategiesthathavebecomemorewidelyusedinthe
T lastdecade.Insomecasesthesestrategiesrepresentreversalsoffailedap-

proaches used in the past; others are based on recent advances in social
science research. While not universally employed, the following strategies are
among the better practices included in housing policies and projects today.

While these discrepancies
in homeownership rates
strike many observers as
inequitable, differences
in household type,

age, location, income,
education, mobility

and immigration status
will likely always result
in variations among
homeownership rates.
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Neighborhoods with a

mix of housing types see
property values appreciate
at greater rates than

even affluent single-family
areas.

Manufactured Housing

Manufactured homes make up the majority of owner-occupied homes af-
fordable to low-income families. Manufactured homes are built in accordance
with the National Manufactured Housing Construction and Safety Standards,
commonly called the "HUD Code." This is the only national housing code,
and pre-empts local housing codes. (Although the term "mobile home" is still
used, technically and by legislation, homes built to the HUD code are called
"manufactured homes.)

Frequently manufactured homes provide savings of 20 percent or more
compared with the cost of site-built homes. Since the mid-1990s, the qual-
ity, design and development of manufactured homes has improved, so much
so many new developments are indistinguishable from site-built homes
nearby.

A manufactured home on owned land can be financed with a mortgage
loan, provided it is adequately installed and meets basic property standards.
Manufactured homes on leased land, or homes financed separately from
the real estate on which it is sited, do not qualify for a traditional mortgage.
These "chattel" loans carry increased rates and fees, and through the 1990s
were marked by poor loan underwriting.

Mixed-Income Housing
ostmajoraffordable housing developments have followed amodel of
M deconcentrating low-income families. For example, the federal HOPE
VI public housing renovation program often introduces market-rate

(or near-market-rate) units into a development. Affordable rental properties

often will offer a portion of units at very-low-income rents, others at modest

rents and the remainder at market rates.

The sameapproach appliesinsingle-family housing.The idea thataffordable
housing has a negativeimpact on property valuesis not based on empirical evi-
dence.Researchsuggestsaffordablehousingprojectshavenonegativeeffecton
nearby property values. In fact, “working-family” neighborhoods are positively
associated with stable or rising home values and rents. Neighborhoods with a
mixofhousingtypesseepropertyvaluesappreciateatgreaterratesthanevenaf-
fluent single-family areas.’® Foundations can support mixed-income strategies
throughoperatinggrantstononprofitsforplanningand predevelopment,work-
ing capital grantsand PRIsfor project financing. Notallfunders can be asflexible
on income guidelines as most foundations can be when supporting mixed-in-
come housing. Many publicgrant monies have strictincome limits thathamper
mixed-income approaches.

« There are many examples of successful mixed-income projects nationally. A
leading organization in mixed-income housing is The Community Builders,
Inc. Community Builders has played a large role in transforming public hous-
ing through the HOPE VI program, developing skillsand knowledge that can
helpotherprojectsbe moresuccessful. The Ford Foundationfunded Commu-
nity Builders to share its knowledge of mixed-income housing development
by creatingapractitioner’sguideforeconomicallyintegrated, socially diverse
housing. The Mixed-Income/Mixed-Race (MI/MR) Housing Initiative shares
ideas and resources with affordable housing developers, community leaders
andpolicymakers.Seewww.tcbinc.org/what_we_do/ci_practice_tools.htm.
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Mixed-Use Developments

ixed-use housing has a long history in cities and small towns. In its
M simplest form, itis a row house with a retail store on the ground level

and housing units above. On a larger scale, it is a mixed office, retail
andhousingproject.Becausethesetypesofpropertiesdivergefromthestandard
modelsofsingle-familyhomesandstand-alone, multifamilyapartments,theyare
less well understood. Finding financing, insurance and services for such build-
ingscanbechallenging.However, mixed-use propertiesare oftentheanchors of
downtownsandneighborhoodcenters.Supportingthese propertiescanbeakey
component of revitalization efforts. Foundations can support mixed-use strate-
giesthrough community planningresearch, facilitating partnerships, providing
operating grants and making flexible PRIs to finance development. Like mixed-
incomedevelopments, mixed-usedevelopmentsare oftenhamstrungbyinflex-
iblefunding sources. Funding thatis not tied to residential or commercial uses is
central to the successful development of mixed-use projects.

« The East Bay Asian Local Development Corporation (EBALDC) has devel-
oped morethan 900 units of affordable housing forrentaland ownershipand
230,000 square feet of space for small businesses and community organiza-
tions since it was founded more than 30 years ago. One of its recent projects
that includes multiple uses is the Swan’s Market development. This project
combines mixed-income housing (including condominiums), a Museum of
Children’s Art, restaurants, retail stores, a grocery store and office space. The
housing units even include a“cohousing” design, combining the autonomy
of private dwellings with extensive shared commonfacilities, suchasadining
hall, playrooms, workshops,guestroomsand laundryfacilities. Swan’s Market
has been recognized widely, and received an award from the Bruner Founda-
tion. For more information see http://www.swansmarket.com/.

Housing Trust Funds
orethan350statesandlocalitieshavedeveloped“housing trustfunds”
M —adedicated stream of funding for developing affordable housing for
rental and ownership.20 Typical sources of funding include real estate
transfer taxes, linkage fees, interest from governmentloans, developer fees and
tourism taxes. With a dedicated income source, trust funds are less susceptible
toeconomicdownturnsorchangesinthe political winds.While there have been

Small Grants Can Leverage Large
Public Dollars

The Butler Family Fund, with a focus on ending homelessness, has been
investing in housing trust fund campaigns around the country as a means of
increasing the amount of public funding available for developing low-income
housing. The Butler Family Fund made two one-year grants of $20,000 and
$25,000 to the Philadelphia Association of Community Development Corpo-
rations to spearhead the Philadelphia Housing Trust Fund Campaign. Many
nonprofits played critical roles in this campaign as well. The two grants from
the Butler Family Fund helped leverage about $145,000 in other support for
the campaign, which resulted in a new dedicated public funding source for af-
fordable housing in the city of Philadelphia of approximately $15 million per year.

Photo courtesy of Margaux
O'Malley.
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Photo courtesy of NeighborWorks.

The Rochester Foundation in Minnesota funded First Homes in part-
nership with the Mayo Clinic, a leading medical institution that was finding its
employees could not find affordable housing. The foundation created a sub-
sidiary called First Homes, funded partially by the Mayo Clinic and matching
grants, which leveraged a total of $13 million for affordable housing. Many
First Homes units are developed using a land trust, and the foundation keeps
the land on its balance sheet as an asset, thus preserving affordability over
time. First Homes also offers gap financing loans of $7,500 per buyer (for
any home) at a 2 percent simple interest rate paid back at time of sale. Land
trust buyers can get a $15,000 gap loan with no interest, and affordable
rental property developers can access below-market capital for financing
new construction. The goal is to support 875 affordable housing units. See:
http://www.firsthomes.org/.

repeated calls for a national housing trust fund, funds created and operated at

the state and local level are currently among the most effective tools for afford-

able housing. Trust funds can be used for developing or preserving affordable
housing. Although foundations can seed a trust fund with grants or matching
funds,thegoalofatrustfundistoobtainasustainablededicatedrevenuesource.

Foundationscansupporttrustsfundsthroughoperatinggrantstononprofitsfor

policy advocacy and community outreach, and by facilitating collaborations of

community organizations.

+ The Center for Community Change promotes the creation of housing trusts
with outreach, training and technical assistance through its Housing Trust
Fund Project, supported by a collaborative of funders, including the Fannie
Mae Foundation. The project operates as a clearinghouse of information on
the many housing trust fund initiatives across the country, and offers assis-
tancetolocalgroupscreatingtrustfunds.Seewww.communitychange.org/is-
sues/housing/trustfundproject.

Cooperative Housing
housing cooperative isowned and controlled by a corporation in which
A residents (or members) buy shares. The cooperative owns the building,
land and any common areas. Members pay monthly carrying charges to

coveroperating expenses. Typically used for multifamily buildings, the majority
of co-ops are located in New York City. While the Manhattan co-opis associated
withrestrictiverulesprotectingthewealthyfromundesirableneighbors,coopera-
tivesarealsoavery effective tool to supportlow-income homeownership.Inad-
ditiontolow-cost, market-rate cooperatives, therearealsolimited-equity co-ops
thatplacerestrictions onresaleto make them affordableforsucceeding genera-
tions of purchasers. Restrictions can be based onincome, sale prices of shares or
some combination. Thus a cooperative can provide long-term affordable hom-
eownershipopportunities.Cooperativesalsooffershared maintenancecosts,al-
leviating the risk of large expenses for roof replacement or other repairs.

Grant and loan programs often neglect to incorporate cooperative housing
intotheirguidelines.Foundationscansupportcooperativesthroughdirectoper-
ating grants, working capital grants, and PRIs for project financing.
+ NCB Development Corporation’s “Together We Can” (TWC) initiative pro-

motescooperativestopreserveaffordablehousingandcreatehomeownership

opportunities for low- to moderate-income families. Funded by the Surdna,

22



Ford and Fannie Mae Foundations, the project has a goal of creating 1,635 af-
fordable cooperative housing units in five years. TWC works to overcome un-
familiarity with the co-op model among developers and to increase loans for
co-op start-up and share financing. An important component of the program
is to make the case for co-ops with leaders in the field of housing policy and
development. One model developed under the program is the Capital Manor
Cooperative in Washington, D.C. In 2000, tenants learned their building was
up forsale.Faced with the prospectthatthe property would be sold to a private
developerandturnedintomoreupscaleapartments,residentssoughthelpfrom
local nonprofits to explore a co-op model. Today the projectis a model for suc-
cessful co-ops nationally. For information see: http://www.ncbdc.org/.

Community Land Trusts

ommunitylandtrusts separatethe ownership oflandand housing.While

C individual houses are privately owned, the land underthe homesis held

permanentlybythetrustandleasedtohomeownersthroughalong-term
renewable lease (usually for 99 years). If a resident decides to move out of the
home, thelandleaserequires that the home be sold either back to the trust or to
anotherlow-income householdfora price determined by aformula. Homeown-
ers keep part of any gain on the value of their housing, but not the same level as
on the fee-simple market. Community land trusts therefore create a pool of per-
manentlyaffordableowner-occupiedhousingforthefuture,combatinggentrifi-
cation or building community control in disinvested neighborhoods.

In high-cost markets, land trusts are growing in popularity as an affordable
homeownershipoption.Landtrustsalsoallowlocalgovernmentstoretainsubsi-
diesforhomeownershipatthecitylevelasanassetfor successive generations of
homebuyers.Foundationscansupportlandtrustsbyprovidingthemwithgrants
forplanning,developmentoroperations,aswellasdirectdevelopmentorowner-
ship of the land held in the trust.

« One of more successful modelis the Burlington (Vermont) Community Land
Trust, or BCLT. Established in 1984 to produce and preserve affordable hous-
ing, the BCLT now has more than 500 units of housing and more than 2,500
members. Through its land stewardship, BCLT ensures that these proper-

The Importance of Assets

Michael Sherraden, in Assets and the Poor: A New American Welfare
Policy (1991), was among the leaders of a movement to examine asset-
based welfare policies instead of income subsidies. He noted that most low-
income households have close to zero savings or net wealth, and that most
programs and policies discourage or prevent low-income families from sav-
ing. Further examinations of asset ownership by race show growing dispari-
ties and highlight the key role of homeownership in creating wealth that can
be leveraged and inherited. Through asset-building strategies, low-income
families can have a financial stake in society, providing a platform for risk-tak-
ing and independence, and passing wealth on to future generations. Recent
research suggests inequities in asset ownership are perpetuating economic
disparities between races, and specifically disadvantaging African-American
families (Shapiro 2003).

Community land trusts
therefore create a pool of
permanently affordable
owner-occupied

housing for the future,
combating gentrification
or building community
control in disinvested
neighborhoods.
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In most communities,
public housing agencies
are the one institution with
a long-term commitment
to affordable housing

and access to substantial
federal subsidies.

The Sacramento Valley Organizing Community (SVOC) is a collabora-
tive of religious congregations, community groups and labor unions, and
an affiliate of the Industrial Areas Foundation (IAF). Funded by a number of
regional and national foundations, SVOC has organized to acquire resources
needed to develop housing projects. Recently SVOC has worked with the
Sacramento public housing authority to allow low-income people to purchase
homes with Section 8 vouchers for the first time in this community.
See www.citizenship.net/partners/svoc.

ties will remain affordable, not just for the first residents but for all residents
thereafter.BCLT hasbeenwidelyrecognized, winningawardsandgrantsfrom
many major funders, including the W. B. Heron Foundation and the Ford
Foundation. For more information see http://www.bclt.net/.

Asset-Building

he most notable benefit of homeownership is asset accumulation. The
T median wealth of homeownersis 36 times that of renters, and more than

half of the assets of owner households are stored as home equity.2! For
many families, the home serves as a form of forced saving in the form of regular
mortgage payments,in addition to any appreciationin house value. Many fami-
liesuse home equity loans orlines of credit to fund special purchases, highered-
ucation or small business ventures. In retirement, after the mortgage is paid off,
housingcostsarereducedtomaintenance,insuranceandtaxes.Ofcourse,house
pricesarenotguaranteedtorise,andbuyersmustpayfeesthatreducegainsfrom
selling a house. Moreover, many homeowners borrow repeatedly against their
home equity, converting it into current consumption. But for many families in
recent years, homeownership has created significant wealth.

Assets can be accumulated outside of homeownership as well. To the extent
that renters can be supported in setting aside a portion of theirincome for sav-
ingsandinvestment, overtimetheytoo canaccumulatefinancial assets—liquid
assetsthatinsomewaysmaybe moredesirable becausetheyareunencumbered
byamortgage.The keyisadequate supportto keep savingand investing wisely.
Somerentalhousing programsincludeamechanismto provide matchesforsav-
ings funds, called Individual Development Accounts (IDAs). Under the Section
8 Housing Choice Voucher program, when a tenant increases his or herincome,
theamount of subsidy received is reduced so they continue to pay 30 percent of
theirincomeforrent. Under the federal Family Self Sufficiency program, instead
of cutting the subsidy, an equivalentamount is deposited in an escrow account
available for education, homeownership or starting a small business.

Foundations can supportassetaccumulation in a number of ways, including
capitalizing loan funds, supporting IDAs and small business development pro-
gramsintegratedintorentalhousing,andsupportinghomeownershipprograms.

Informing Consumer Choice

stheydowith othergoodsandservices, people have choicesinthehous-
A ing marketplace. When making such important decisions, they require

information. The advice and counsel of someone with experience is
extremely valuable for a tenant looking for an apartment, a first-time buyer, or
aseniorseekinghomeimprovements.Housingcounseling,outreachandeduca-
tion have been available in various forms since the 1960s. Funded in part by the
federalgovernment, stateagenciesandfinancialinstitutions,counselingisused
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not just to help families find housing, but to work out problems with landlords,
lenders or local government. Training sessions can also help prospective buy-
ers betterassessthe hometheyareabout to purchase and critically evaluate the
mortgageloantheyhavebeenoffered.Supportforhomebuyereducationcomes
predominantly fromfinancial institutions and federal grants. But most nonprof-
its struggle to provide high-quality homebuyer education services without ad-
ditionalsupport.Foundationscansupporthomebuyercounselingthroughdirect
operatinggrantstononprofitsandbyfunding poolsoffundsforhomeownership
promotion.

+ The Paul G. Allen Family Foundation funded Neighborhood Housing Ser-
vices (NHS) Inc. in Boise, Idaho. The NHS board is a partnership of residents,
private businessleadersand government officials. NHS promoteshomeown-
ershipthrough counselingand affordable mortgagelending throughoutthe
state, including loans funded by its community development financial insti-
tution (CDFI) fund. All NHS borrowers are required to attend homebuyer
educationclassesandreceivecounselingbeforeandafterpurchasingahome.
NHS has developed nearly 300 homes, financed more than $32 million in
mortgagesandcounseledoreducatedmorethan6,000 potentialhomebuyers.
See: http://www.boisenhs.org.

Working with Public Housing Agencies

n mostcommunities, public housing agencies are the oneinstitution with a
I long-term commitmentto affordable housing and access to substantial fed-

eralsubsidies.PHAshave unique powers, including theability toissue bonds
and enter into development agreements.Too often, PHAs are viewed as stodgy
old bureaucracies.Butmany PHAs have undergone dramatic transformationsin
recent years, and can be vital partners to an affordable housing initiative. PHAs
havecommunity-basedleadership,localgoverningboardsandaccesstonational
technical expertise. PHAs also have existing mechanisms for community input
and involvement. Foundations can support collaborations with PHAs through
grants to nonprofits, PRIs for project financing and by facilitating
public-private partnerships.

Implementing Strategies

Collaboration
ffordable housing involves developing comprehensive strategies that
A bridge the public, private and nonprofit sectors. It can involve broader
social and community development services. Despite the time and en-
ergyinvolvedincreatingcollaborativeefforts,comprehensivestrategieshavethe
potential to have greatimpact. Public-private partnerships are often a key com-
ponentofcollaborations.The publicsector provides subsidiesandaccessto pro-
grams,whileprivatedevelopersandlendersprovidecapitalandimplementation.
It is not unusual to have a dozen or more partners in a project:
- City government - land acquisition, planning and grants
- County/state government - financing and/or tax credits
+ Private lending institution - mortgage loan for project
« Private construction firm(s)—management of building tasks
+ Nonprofit community-based organization - facilitation/management
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and ownership
 Foundations, corporationsand othersupporters-equity grantsorlow-costloans
« Consultants and intermediaries - project planning, access to national exper-
tise, serving as conduits for loans or tax credits to investors

Funding Community-Based Organizations

tis common for affordable housing projects to include participation from
I community-basednonprofitorganizations.Theseentitieshavemoreflexibility

than city governments in developing a project, as well as the ability to access
financingtoolssuchastaxcreditsandspecialmortgages.Community-basedorga-
nizationsalsohavegreatercommunityinvolvement, providingadvantagesinne-
gotiatingwithresidentsand overcomingopposition.Nonprofitorganizationshave
varyingcapacity,however.Someestablished communitydevelopmentorganiza-
tionsareamongthemostefficient, high-qualityhousingdevelopersinthenation.

Othernonprofitsstrugglewithinexperiencedboards,alackoftechnicalexpertise

and insufficient financial resources. There are many programs designed to build

the capacity of nonprofits for this work, including board training, staff training
and accreditation, and financial support. Enterprise, the Local Initiatives Support

Corporation (LISC), NeighborWorks® America and the Housing Partnership

Networkare examplesof nationalintermediaries thatwork closely with nonprofit

organizations to build their technical, management and financial capacity.

+ TheFord Foundationfocuseson building assets forlow-income families. One
of its strategies is to promote homeownership.1n 2003 Ford made a $100,000
granttoprovidetechnicalassistanceandbusinessdevelopmenttononprofits
that are part of the Housing Partnership Network (HPN) so they could be-
come mortgage brokers.The goal of this pilot programis to create successful
models nonprofits can use tocompete with,and ultimately supplant, unscru-
pulous and predatory lenders. Using HPN as a national intermediary, non-
profitscan potentiallycreateasustainablebusinessmodelforhomeownership
programs. See: http://www.housingpartnership.net/.

Community Organizing

ousing developments can become a mechanism for introducing other
H services to a community. The design of multifamily rental projects can

includelearningcenters,employmentassistanceoraccesstotechnology.
Homeownership projects can include infrastructure improvements and efforts
to improve schools and parks. There are many innovative examples of housing
projectsthatintegrateaccesstotechnology,humanservices,educationandem-
ploymentassistance. Forexample, The Community Builders, Inc.,is a well estab-
lished,nonprofitaffordable housingdeveloperthatoffersservicestohelptenants

The Massachusetts Housing Partnership is an example of a public-

private collaboration. This is a statewide organization that works in concert
with the state and local governments to help create more affordable hous-

ing. MHP is partially funded with the proceeds of mergers and acquisitions
among banking institutions in the state. MHP has helped create more than

100 housing partnerships in local cities and towns since 1985, including fa-
cilitating the use of public land for affordable housing and meeting regulations
for inclusionary zoning in suburban locations. See www.mhp.net.

26



in affordable rental housing gain access to support programs and job training.
Serving the multiple needs of families makes the housing project stronger and
increases the ability of residents to become more self-sufficient.

Of course, conditions in a neighborhood can also be affected through advo-
cacy and leadership, even without directly building any housing. Community
organizing haslong beenthe hallmark of neighborhood improvement, with the
goal of gaining the attention of property owners, government and businesses
throughthe collective actions of residents. Many community-based housing or-
ganizationsbeganwiththeefforts ofahandfulof communityleaderscommitted
toaneighborhood.Community organizingischallenging,andthereisnosingle,
tried-and-true modelfor creating a successful organization. Still, community or-
ganizing can be an important complement to housing development.22

Influencing Public Opinion
s previously discussed, NIMBY-ism can be a major barrier to affordable
A housing. Opposition to affordable housing is rooted in a myopic view
thataffordablehousingunderminespropertyvaluesorincreasestaxes.Of
course, theserationalesalsomay coverdeep-seatedracial orclass-basedintoler-
ance.Yet communities need a variety of housing, including affordable housing.
Without a place for low-wage workers to live, a community will find itself short
of serviceworkers, childcareworkers,medicalaides, police, firefightersand other
critical personnel. Extreme examples such as Aspen, Colorado, or California’s Sil-
iconValleyillustrate thedanger of not providing housing for working families. In
theseareas service workers mustcommute more than 45 minutes toworkin the
community.Employersarechronically shortoflow-wage workers,andresidents
have to pay a premium for childcare and other services.
Recentsurveyssuggestthatresidentsofhigh-costcommunitiesarebeginning
to recognize the danger of excluding working families. A 2003 public opinion
survey by the National Association of Realtors® found that:23
+  62%o0frespondentsworrythatthecostofhousingisgetting soexpensivethatteachers,
firemen and police cannot afford to live in the area;
+  42%worrytheyhavetospendtoomuchtimecommutingbecausehomesclosertowork
are too expensive; and
+  48%thinkrentsarebeingdrivenupbecausethereisnotenoughrentalhousingavailable.
Severalcommunitieshavelaunchedpublicawarenesscampaignstoputaface
onthe needforaffordable housing.Through printand other media, these public
serviceannouncementsremind peopletheyneedserviceworkersintheirneigh-
borhood. The primary message is that low-income families are important and
valuable to the community, not a liability.

The Hyams Foundation focuses on social justice for low-income com-
munities in Boston. Like other funders, Hyams recognized the sustained im-
pact that can result from training residents to become involved in political and
economic decision-making in their community. Hyams has been a leader in
the Building Community Initiative, an organizing effort with the goal of reduc-
ing violent crimes in high-risk neighborhoods. This initiative has led to grass-
roots initiatives that built broad-based support and enough political pressure
to shut down crackhouses, renovate parks and invest more public and pri-
vate money into alternative youth programs. All of this helped to reweave the
social fabric of the community. See www.nhi.org/online/issues/101/allen.html.

Revitalizing neighborhoods
is more than a function

of housing. Schools,
streets, sidewalks,

lighting and parks all add
to or subtract from the
perceived value of living in
a neighborhood.
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As more immigrants come
to the U.S. — particularly
from Mexico, but also
from Asia, Africa and
Eastern Europe - they

are reshaping housing
markets.

Neighborhood Revitalization

hile high-cost markets struggle with gentrification and the perils of
W propertyvaluesincreasingtoofast,insoftermarketsthe predominant

concern is how to stimulate declining neighborhoods. Revitalizing
neighborhoods is more than a function of housing. Schools, streets, sidewalks,
lighting and parks all add to or subtract from the perceived value of living in a
neighborhood.Housingconditionsandqualityareoftenindicatorsofthestate of
theneighborhood,alongwithrentsorsalespricescomparedtocitywideaverages
orovertime.Housing redevelopmentcanbealinchpintoneighborhoodrevital-
ization, particularlywhencoupledwithcommunityorganizingandinfrastructure
improvements.

However, it is important to note that revitalizing a neighborhood may actu-
allyinvolve attracting middle-and upper-income families to an area. Distressed
neighborhoodsoftenhaveanexcessoflow-costrentalhousing.Improvingunits,
converting them to owner-
ship status and selling them
to more affluent famiglJies can On the Horizon:
bring needed economic and Aftermath of the housing boom
political capital to a neigh- « Housing for the elderly / aging in place
borhood. Such strategiesare | - Housing for immigrants
challengingtoacceptforsome | - Preservation of expiring use projects
advocatesoflow-incomehous- | - New roles for FHA-backed mortgages
ing, however. Rising mortgage defaults and foreclosures

Neighborhood revitaliza- Gulf Coast reconstruction following
tion is typically discussed in hurricanes Katrina and Rita
the context of older urban
neighborhoods. Such areas
offerlocationadvantages,such
as proximity to urban centers,
shorter commuter times and historic architecture. However, revitalization also
canbeappliedin suburban, small-town andrural settings.In each case thefocus
isasmuchonimpactingplacesasitison providinghousingto people.Successful
revitalization canleadto positiveeconomicandsocial results withoutgentrifica-
tion,although suchwork takesalongtimeandis extremely sensitive to changes
in the broader real estate market.

The Cleveland Foundation, the George Gund Foundation and the Man-
del Foundation have provided significant grant support for Neighborhood
Progress, Inc. (NPI) for a Strategic Investment Initiative. The initiative works
to rebuild and revitalize six underserved neighborhoods and stimulate market
recovery. Grant funds allow NPI to acquire properties and vacant land, de-
molish dilapidated buildings and stabilize vacant properties. NPl hopes to use
these properties as keys to reinvigorating investment in these neighborhoods.
NPI's programs have been recognized as a national model.
See www.neighborhoodprogress.org.
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Recovery from Hurricane Katrina in the Gulf Coast has highlighted the im-
portant role of housing and the role foundations can play. The Baton Rouge
Area Foundation partnered with 15 other funders in the area to leverage
and complement each other’s efforts. Grants supported immediate needs, as
well as support for local agencies to rebuild capacity. The scale of rebuilding
efforts requires coordination and community input. By providing unrestricted
grants to local organizations to hire staff, efforts can stay better connected,
increasing the effectiveness of the rebuilding effort.

See: www.foundationsforrecovery.org.

Looking Ahead

hathousingissuesareonthehorizon? Of courseeachhousingmarket
hasitsown unique circumstances, butone common element of most

housing markets since 2000 has been the rapid increase in costs of
owner-occupiedhousing.Inmanymarkets, housepriceshavemorethandoubled
in five years.While this may be a boon for existing homeowners, it makes home-
ownershipforlower-incomefamiliesmorechallengingthanever.lfpricesremain
atcurrentlevels,innovativeapproachestoproducelow-costhomeownershipop-
portunitieswillneedtobeexpanded,throughlandtrusts,cooperatives,manufac-
tured housing and other means. If there is a housing “bubble,”as some analysts
have speculated,thenhomeownership willbecomemoreaffordable-butsome
familieswillbetrappedinhomeswithmortgagesthatexceedthe marketvalue of
their property.

Two demographic trends are worth noting over the coming decade. First, as
healthcareincreasesseniors’abilitytomaintainindependentlifestyles, therewill
be more demand for services that support the elderly to “age in place.” These
mightincludesmallloansand grantsforhomerepairsandaccessibilityimprove-
ments,aswellasin-homesocial services.The second demographictrend relates
to immigration. As more immigrants come to the U.S. - particularly from Mex-
ico, but also from Asia, Africa and Eastern Europe — they are reshaping housing
markets.Eveninsmallercities, neighborhoods previouslyindecline have experi-
encedarevivalasimmigrants, typicallymovingfromlarger‘gateway”cities (New
York, Miami, Los Angeles, etc.) to areas with affordable homes for purchase.

Making forecasts about public policy issues is a challenge, but discussions
abouttheneedforfederaland state housing preservation programsare likely to
continue and grow as additional Section 8 and LIHTC (Low-Income Housing
Tax Credit) projects near the end of their affordability restrictions. In addition
todiscussion aboutexpiring use rental properties, there s likely to be increased
pressure toexpand production programs for affordable rental housing, particu-
larly for extremely and very-low-income families. In homeownership, the role of
the FHA as an insurer of mortgages is likely to be debated, particularly if FHA's
shareof mortgagesoriginatedeachyearcontinuestodecline.lssuesrelatedtothe
growthofsubprimelendinganddisparitiesinmortgageinterestratesandterms
by race and income are also likely to be more closely scrutinized.

Issues of homeownership preservation are likely to become more prominent
in coming years. The loss of jobs in the manufacturing sector is likely to lead to
moredislocatedworkersunabletomaintaintheirhomeormortgage.Inaddition
todevastatingindividualfamilies, thesetrendscandestabilizeneighborhoodsin
areaswithahighconcentrationof manufacturingjobs.Programsto preventfore-

Issues of homeownership
preservation are likely to
become more prominent
in coming years. The

loss of jobs in the
manufacturing sector

is likely to lead to more
dislocated workers unable
to maintain their home or
mortgage.

Photo courtesy of Housing
Assistance Council
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By convening partnerships
of public and private
institutions, foundations
can serve as catalysts

to facilitate affordable
housing strategies.

closures and provide default counseling are likely to face growing demands.

Finally, hurricanes Katrina and Rita in the Gulf Coast produced some of the
mostprofoundhousingchallengeseverexperienced.Thescaleand complexity of
restoringinfrastructureandrebuildingneighborhoodsisdaunting.The problem
extendsbeyondbricks-and-mortarissues,however,withcommunityleadersand
institutions also crippled by the disaster and evacuation. Much of the nonprofit
capacityinthe Gulfregion needsto berebuilt. However, foundations are playing
a critical role in the efforts to reconstruct communities. By facilitating and pro-
vidingtechnicalassistance,foundationscanhelpbuildthe capacity of communi-
tiestorespond. Asrecovery efforts continue, including massive public spending
efforts,theneedforcollaboration,oversightand community-centered planning
will increase.

Call to Action

hy should foundations get involved in housing? Housing affects
W health,education,neighborhoodsandeconomicdevelopment.Hous-

ing is important to the social fabric of families and communities.
Housing does not have to be a sector served only by the largest, most sophisti-
catedfoundations.There are many waysto getinvolved in affordable housingis-
sues. Foundations and leaders in philanthropy can play a critical role by conven-
ing task forces to address housing issues, and by providing human and financial
resources to launch projects.

There are at least six actions foundations can take to support housing:

1. Fund nonprofit programs that develop housing.

2. Form public-private partnerships.

3. Make program-related investments.

4. Influence housing policy.

5. Fund public-awareness campaigns.

6. Fund or conduct research on housing issues.

Beforedevelopingastrategyinthehousingarena,grantmakersshouldunder-
standthelocalhousingmarketandthechallengesfacedthere,includingalackof
affordable homes forlow-income families, obstacles to building new affordable
housing and the loss of existing affordable units.

Philanthropic efforts might include relatively small grants to nonprofits for
predevelopmentandsoftcostsrelatedtoplanningahousingproject,orfundsfor
hiring and training staff. Grants used as equity for developing housing typically
can be used to leverage private loans or investment capital many times larger.
Funding forloan pools can be used to capitalize mortgages for affordable hous-
ing, supportfirst-time homebuyers or stimulate innovative financial structures.

Foundations can also influence policymakers at the state, county, city and
federal levels, as well as administrators of nonprofit programs, thus promoting
affordablehousingasanimportantcommunity goal.By convening partnerships
of publicand private institutions, foundations can serve as catalysts to facilitate
affordable housing strategies.

Finally, foundations can use their own standing with the general publicas a
bully pulpit to raise awareness that affordable housing matters for the vitality of
communities.
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Appendix: Overview of Housing Programs

+ PublicHousing-Publichousingisamong the oldest of programs. Each community has alocal public housing author-
ity (PHA) that owns and operates housing.Tenants pay rent on asliding scale according to theirincome. In most com-
munities thereisalong waiting list (often several years) to obtain a public housing unit. While public housing projects
often have a poor reputation as being unsafe and run down, most PHAs manage quality affordable housing, albeitin
less than desirable locations. The federal HOPE VI program has made great strides in the last decade in demolishing
substandard publichousingandreplacingitwithlower-density, mixed-incomecommunities.Touringtheserevitalized
projects often shatters the old stereotypes about public housing.

» Housing Vouchers and Section 8 Assistance - PHAs and states have access to a federal program known as Section 8
rental assistance.Section 8 can be designed as project-based, meaning the subsidy stays with a specific propertyfora
set period, or as a housing choice voucher, which allows tenants to find any apartment in the private market (meet-
ing minimum standards) and then have a portion of their rent paid through the voucher. HUD also allows Section 8
housing choicevoucherstobe used toward the purchase ofahome.Sincevouchersareinshortsupply,and qualifying
householdsoftenhaveseverecreditandotherproblemsthatmightpreventthemfromobtainingamortgage,thenum-
ber of families buying homes with vouchers is small.

«+ Block Grants -There are two major federal block grant programs: Community Development Block Grant (CDBG) and
the HOME Investment Partnership.Both involve federal pass-through grantsto state andlocal governments for hous-
ing and community development. CDBG is used for a wide array of community development needs, including infra-
structure and social services. HOME is primarily used to subsidize housing construction or rehabilitation.

« Low-Income Housing Tax Credits - State housing finance agencies (HFAs) allocate tax credits to investors/developers
willing to own and operate low-income housing. These credits provide investors with dollar-for-dollar tax credits to
generate afinancial returnin lieu of rental income from the property. Enacted as part of the 1986 Tax Reform Act, the
Low-Income Housing Tax Credit (LIHTC) is the primary federal policy used to produce affordable rental housing.
Throughit, nearly 125,000 affordable rental units are produced each year. Investors or developers using the LIHTC re-
ceive creditsagainsttheirtaxliabilitiesfor 10yearsinexchangeforkeeping the property affordableandin compliance
with state regulations for a minimum of 15 years.

+ Section 202, Supportive Housing forthe Elderly - This federal program provides capital to finance the development of
housing projects with services forlow-income seniors. Capital does nothave to berepaid,aslongasthe project serves
very-low-incomeelderly personsfor40years.Section 202 funds canalso be used to provide rental subsidies to low-in-
come tenants after a project is developed.

« Mortgage Revenue Bonds - Also administered by HFAs, these are public bond issues that provide tax-free income for
investors.Thistaxstatusresultsinlowerinterestrates,whichcanbepassedontoreducethefinancingcostsofdevelop-
ing affordable housing.

« Mutual Self-Help Housing - One well-known means of producing housing is self-help programs, where prospective
homeownersspendtimeworkingonhomesalongsidevolunteers,oftenusingdonated materials.Amongthemostwell
knownis Habitat for Humanity.24 These programs offer many benefits beyond providing housing, including commu-
nity pride, skill-building and preparingfirst-time homebuyers for the responsibilities of owningahome.However, the
scale of these programs is small relative to the need.

« TheMortgagelnterest Deduction-One of the most well-known federal policies related to housingisthe mortgagein-
terestdeductiononfederalincometax,anditscomplement, therealestate propertytaxdeduction.Valuedatnearly $60
billionin 2005, this deduction amounts to twice the amount allocated to all direct federal housing subsidy programs.
However,themortgageinterestdeductionisprimarilyanincentivetoborrowusingmortgagedebt.ltdoeslittletosup-
port lower-income, first-time homebuyers. The progressive nature of federal income tax rates results in high-income
owners receiving a larger deduction as a percentage of income. Only 5 percent of owner households with incomes
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below $30,000in 2004 claimedthededuction,onaverageeachreceiving $890. Thusthis massive policy haslittle effect
on affordable homeownership.

Government Mortgage Insurance Programs - The FHA, VA and RHS (Federal Housing Administration, Veterans Ad-
ministration and Rural Housing Service, respectively) all offer forms of guarantees for lenders making loans to lower-
income borrowers with riskier credit profiles. In recent years the use of these programs has declined as more private
lendershavebegunmakingloanstounderservedborrowers.However,forsomeborrowers,especiallyfirst-time, minor-
ity borrowers, these programs represent a trusted source of mortgage loans.

Down-payment Assistance. HOME, CDBG and other programs have been used to provide grants, loans and matched
savings (Individual Development Accounts, or IDAs) to help first-time homebuyers put down equity tobuy ahome. As
themortgagemarkethasevolved,downpaymentshavegottensmaller,butdownpaymentassistancestillhelpsreduce
the size of mortgages and provides borrowers with some cushion in case of a decline in home prices.

HomebuyerCounseling.Sincethelate 1960s, thefederalgovernmenthas provided amodicum of supportforhousing
counseling.Inthe 1990sthesefundsexpandedandwereleveragedby privatefundsfromfinancialinstitutionsfocused
oneducatingfirst-timehomebuyers.Thefundingisdistributedtononprofitagenciesthatprovideeducationandcoun-
selingatthelocallevel.Witheducationand counseling, potentialhomebuyers can overcometheirlack of understand-
ing about buying a home and become better informed

mortgage customers.

Community Reinvestment Act (CRA). CRA was created in the 1970s to require financial institutions to provide loans
tounderserved (primarilylow-incomeandminority) familiesandneighborhoods.Bankingregulatorsregularlyreview
lenders’compliance with CRA, and can prevent mergers or expansion of institutions failing to meet the requirements
oftheact.Thus,lendershaveanincentiveto createspecialloan productsforborrowerswho otherwise would notqual-
ify for a loan.
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Resources for Additional Information

The U.S. Department of Housing and Urban Development (HUD) Web site contains information on HUD programs and
news: www.hud.gov/initiatives/homeownership

The U.S.Census provides dataon homeownership rates nationally and locally: www.census.gov; also see the Census Bu-
reau’s user-friendly American Fact Finder: factfinder.census.gov/home/saff/main.html

CreatedbytheFannieMaeFoundation,KnowledgePlex®providesresearchanddataonhousingissues:www.knowledge-
plex.org; also related is DataPlace, for easy-to-use access to Census and other data on housing: www.dataplace.org

The Joint Center for Housing Studies is Harvard University’s center forinformation and research on housing in the Unit-
ed States: www.jchs.harvard.edu

The National Housing Conference’s Center for Housing Policy provides regular research and reports onissues of afford-
able housing and homeownership: www.nhc.org

The National Low Income Housing Coalition: www.nlihc.org
Center on Budget and Policy Priorities for research on housing and welfare policy issues: www.cbpp.org
Center for Supportive Housing: www.csh.org

National Alliance to End Homelessness: www.endhomelessness.org
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