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Introduction

T
he mortgage “meltdown” dominated much of the 
national discourse in 2008, working its way into 
presidential campaign speeches, Wall Street board 
meetings, and conversations along every Main 

Street in America. The far-reaching effects of this economic 
shock continue to make history, serving as reminder that 
housing is far more than the physical walls of shelter. As the 
demand for affordable housing (that which costs no more 
than 30 percent of household income) grows during these 
troubled economic times, investment and policy aimed at 
shoring up supply becomes increasingly important. 

Affordable housing policy plays an especially impor-
tant role in creating opportunities for low- and moderate-
income (LMI) households. Decisions about where to live 
impact a family’s access to jobs, educational opportunities 
for children, quality of life and physical safety. However, 
for many LMI households, the high cost of housing limits 
their affordable rental options to sub-standard living condi-
tions in poor neighborhoods, reducing access to important 
skill and asset building opportunities. But what constitutes 
“good” affordable housing and how can public policy direct 
investment towards the development of it? In this article, we 
examine existing policies and new proposals, drawing from 
the experience of seasoned practitioners and researchers in 
the field. 

Increasing Investment Dollars

The Low Income Housing Tax Credit (LIHTC) program, 
created by the Tax Reform Act of 1986, drives a significant 
amount of private investment into affordable housing. The 
LIHTC program has produced more than two million af-
fordable apartments over the past two decades, and adds an-
other estimated 130,000 rentals to the country’s affordable 
housing inventory every year.1 

The program has enjoyed bipartisan support in the past, 
in part because it utilizes private sector investment rather 
than federal dollars. The Housing and Economic Recov-
ery Act (HERA) of 2008 (H.R. 3221) included important 
changes to the LIHTC program, improving the develop-
ment capabilities of practitioners during difficult econom-
ic times. Carol Galante, CEO of BRIDGE Housing, one 
of the largest affordable housing developers in California, 
supported the changes and commented that “the program 
doesn’t need a major overhaul, just tweaks to make it work-
able for the field.” One important policy change introduced 
in HERA was to temporarily fix the applicable percentage at 
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9 percent through December 31, 2013.2 The applicable per-
centage was previously determined monthly by the IRS and 
was 7.93 percent at the time the bill was passed.3 The fixed 
percentage provides greater equity to a project, and this 
change could increase credits for a development by about 
15 percent, enough to offset all or most of the recent drop 
in LIHTC prices.4 Other changes include the expansion of 
enhanced credits in high-cost areas and the simplification of 
the annual recertification process for qualified projects. 

The turbulence in the credit markets has created a 
number of difficulties for LIHTC projects. Several major 
investors, including Fannie Mae and Freddie Mac, signifi-
cantly reduced their purchases of new tax credits in 2008, 
reducing the availability of capital in the market. As men-
tioned above, the price of credits has also fallen; two years 
ago, LIHTC prices averaged about $0.95 per dollar of credit. 
Today, the average is closer to $0.85.5 This price decline has 
created significant turmoil in the syndication of tax credits 
and the potential loss in capital over the total credit allo-
cation could be severe. The Federal Policy Project (FPP), a 
statewide coalition of nonprofit and government interests 
focused on advocating for improved federal housing policy 
and funding in California, recently proposed a plan for 
stimulating the economy through new federal investment in 
affordable housing. One FPP proposal, aimed at increasing 
liquidity in the debt and equity markets, is to make LIHTC 
refundable for investors, with an exemption of the refund 
from federal taxes to enable them to collect the value of 
the tax credit in any year where they do not have adequate 
income to claim it on their tax returns.6 

Another federal initiative that encourages investment 
in affordable housing is the National Housing Trust Fund 
(NHTF), established as part of the Housing and Economic 
Recovery Act of 2008. It is the first new federal housing pro-
duction program since the HOME program was created in 
1990 and the first new production program specifically tar-
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geted to extremely low income households since the Section 
8 program was created in 1974.7 The NHTF was originally 
designed to receive funding from a percentage of the new 
business generated annually by Fannie Mae and Freddie 
Mac. The federal takeover of the two government sponsored 
entities in September 2008 creates some uncertainty for the 
Fund. Matt Schwartz, President of the California Housing 
Partnership, states that it will be two to four years before the 
NHTF is fully funded (an increasing proportion of the funds 
from Fannie Mae and Freddie Mac will be allocated to the 
NHTF until it is fully funded in 2012) and that “we have 
to wait and see how the organizations are reconstituted.” 
While NHTF dollars may take a few years to materialize, 
HUD’s Neighborhood Stabilization Program (NSP) will 
provide emergency assistance to state and local governments 
to acquire and redevelop foreclosed properties beginning in 
2009. Mr. Schwartz stresses that an excellent use of NSP 
funds would be to promote affordable rental housing for 
low- and moderate-income households. He points out that 
“stable rental housing is an important rung on the housing 
ladder. People shouldn’t race to get up the ladder to hom-
eownership; it’s clearly not right for everyone.” 

Communities with Income Diversity

Ideally, affordable housing would provide not only shel-
ter, but also opportunities for residents to experience social 
and economic advancement. Unfortunately, many public 
housing projects that were created with good intentions de-
teriorated into slums, resulting in a concentration of poverty 
and a cycle of disinvestment that isolated residents from op-
portunities for advancement. Policy makers responded by 
placing increasing priority on the need to deconcentrate 
poverty and introduced the HOPE VI program in 1992 to 
transform severely distressed public housing and promote 
income diversity. The program provides funds for the demo-
lition of severely distressed public housing and the develop-
ment of redesigned mixed-income housing. 

North Beach Place is a HOPE VI project built in 2004 in  
San Francisco

But to what extent has HOPE VI increased income diversi-
ty in communities with public housing? A recent study found 
that over the last decade, the share of family units in “extreme 
poverty” neighborhoods, where at least two in every five resi-
dents are poor, has fallen by 40 percent.8 Also, a larger share 
of families living in public housing are working; 19 percent 
of public housing households with children rely on welfare 
as their primary source of income, a significant improvement 
from a decade ago when 35 percent of families depended on 
welfare as their primary income.9 However, critics of HOPE 
VI argue that new mixed-income communities are built at the 
expense of tenant displacement and the permanent loss of 
large amounts of guaranteed affordable housing. 

In response to some of these criticisms, proponents and 
critics alike have recognized the need for policy changes in 
HOPE VI that better align program goals and outcomes. 
The House of Representatives passed the HOPE VI Im-
provement and Reauthorization Act of 2007 (H.R. 3524) 
in January 2008, which authorizes appropriations for the 
program through 2015. The bill specifies requirements for 
mandatory core components of revitalization plans, includ-
ing among others: (1) involvement of public housing resi-
dents in planning and implementation; (2) a program for 
temporary and permanent relocation, including compre-
hensive relocation assistance; (3) a right for resident house-
holds to expanded housing opportunities; (4) one-for-one 
replacement of demolished dwelling units, including onsite 
and off-site mixed-income housing; (5) monitoring of dis-
placed households; and (6) green developments. A similar 
bill was introduced in the Senate (S. 829) but has yet to go 
through the Senate Committee on Banking, Housing and 
Urban Affairs. 

Transit Oriented Housing Development

The rise in transportation costs has become a pressing 
national issue for households across the income spectrum. 
A recent study by the Center for Housing Policy found that 
working families across 28 metropolitan regions spend about 
57 percent of their household income on the combined costs 
of housing and transportation.10 This high cost burden leaves 
little income to be distributed across other vital household 
expenditures, such as food, childcare, education and health 
insurance. In the past, families may have been able to save 
on their housing costs by moving to more affordable subur-
ban neighborhoods, but the increasing transportation costs 
associated with having to travel further distances to work 
and other recreational activities have dramatically reduced 
these savings. One study found that for every dollar a work-
ing family saves on housing, it spends 77 cents on increased 
transportation.11 The Housing + Transportation Affordabil-
ity Index is an online tool that helps measure the “true af-
fordability” of housing; the tool’s dynamic maps reveal that 
housing affordability is significantly impacted when trans-
portation costs are taken into account.12



  Winter 200810

Shelley Poticha, CEO of Reconnecting America, a na-
tional non-profit organization working to integrate transpor-
tation systems and the communities they serve, points out 
that linking affordable housing and access to transit can lead 
to substantial savings for LMI households. However, the 
creation and preservation of transit-rich affordable housing 
faces difficult challenges. First, Ms. Poticha points out transit-
oriented locations often provide other desirable amenities, 
making the land extremely costly. Market based demand for 
such real estate far exceeds supply, resulting in more market-
rate units for higher income households as non-profit de-
velopers of affordable housing face prohibitively high land 
costs. Second, federal and state policies related to housing 
and transportation have historically been developed in sepa-
rate agencies, with virtually no integration. 

One of the primary recommendations for addressing 
these challenges, according to Ms. Poticha, is greater interac-
tion between the Federal Transit Administration (FTA) and 
the U.S. Department of Housing and Urban Development 
(HUD) around these issues. The two agencies recently part-
nered for the first time on a study conducted by Recon-
necting America exploring options for expanding housing 
near transit.13 Some of the policy recommendations from 
this study include: (1) Create incentives for local jurisdic-
tions to build at transit-appropriate densities, such as re-
duced parking requirements or specific funds allocated for 
developments located in transit corridors, (2) Create transit 
oriented development land acquisition/land banking funds 
which would enable the early purchase and preservation of 
land around transit corridors for affordable and mixed-in-
come housing use, and (3) Coordinate long range housing 
and transportation plans across federal agencies to more ef-
fectively use housing and transportation funds and address 
regional needs.14

The Pearl District in Portland, Oregon offers transit-rich affordable 
housing options (Photo credit: Reconnecting America)

Access to Services for Residents

Providing access to services relevant to LMI populations 
creates the potential for significant change at the individual, 
household, and community level. Job training, counseling 
services, financial education, asset building programs, or 
public health initiatives create important opportunities for 
social, personal, and economic advancement among afford-
able housing residents. Katie Parker, Resident Services Di-
rector for Intercommunity Mercy Housing in Seattle, WA, 
stresses that affordable units should be located near these 
services to encourage residents to take advantage of them. 
“These services need to happen where people live,” she says, 
pointing out that while on-site services are preferred, off-
site services also provide significant value, as long as tenants 
have knowledge and access to these services. Ms. Parker also 
emphasizes that resident services can have a positive impact 
on the financial performance of affordable housing proper-
ties. A recent study by Mercy Housing and Enterprise Com-
munity Partners found that the provision of resident services 
was correlated with reduced vacancy losses, legal fees and 
bad debts. The cost savings from these reductions were $225 
per unit and $356 per unit in 2005 and 2006, respectively.15

Despite the positive impact of resident services, invest-
ments in affordable housing focus almost exclusively on 
physical structures and the basic management required to 
maintain them.16 To address the limited public investment in 
resident services, the National Resident Services Collabora-
tive (NRSC), created in 2003 by founding members Neigh-
borworks America and Enterprise Community Partners, put 
forth a federal funding and policy agenda for 2008-2010. 
One of the NRSC federal funding goals is to secure fed-
eral resources for a multi-year demonstration program with 
a rigorous evaluation component. The evaluation would 
identify the impact of housing-based service coordination 
on various measures of family well-being and the financial 
performance of the property, as compared to similar prop-
erties without resident services. The underlying motivation 
for this research effort is to “convince affordable housing 
stakeholders and policy makers to make housing financing 
systems more favorable to family resident services.”17 As 
part of this effort to coordinate resident services with proj-
ect financing, NRSC also recommends that HUD extend 
authority to nonprofit owners to use operational funds and 
recapitalization proceeds to support resident services in all 
properties with HUD funds. In addition, the policy agenda 
suggests that federal agencies should provide funding for af-
fordable housing to permit services and/or service coordina-
tion as an above-the-line expense in their respective project 
underwriting policies. 

Housing with Access to Economic  
Opportunities

The lack of affordable housing near jobs for low-income 
workers continues to be a barrier to accessing economic 
opportunities. Regional growth patterns have moved jobs 
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and residents away from central cities. Roughly two thirds 
of urban residents live in suburbs and three fourths of jobs 
are located there, while over half of the metropolitan poor 
live in cities and the suburban poor may still live far from 
their jobs.18 While transit oriented development, as dis-
cussed above, plays a significant role in developing afford-
able housing near economic opportunities, other strategies 
should also be considered.

The Regional Employer Assisted Collaborative Housing 
(REACH) program allows employers to offer rent and home 
ownership subsidies to income-qualified employees, increas-
ing affordable housing options near these economic oppor-
tunities. Mary Erickson Community Housing, a non-profit 
corporation serving greater Southern California, administers 
the program for the St. Regis Monarch Beach Resort in the 
City of Dana Point, CA. The turnover rate among program 
participants is less than 12 percent, a significant cost sav-
ings to the employer in an industry where non-management 
turnover is approximately 50 percent.19 

Jacquie McCord, Director of Programs at Mary Erick-
son Community Housing, stresses the importance of federal 
policy in encouraging employer assisted housing to create 
access to opportunity. While some states, most notably Illi-
nois, have introduced tax credit policies to support employ-
er assisted housing, proposed federal legislation through the 
Housing America’s Workforce Act, federal bill S. 1078 and 
H.R. 1850, would offer a $0.50 federal tax credit for every 
dollar of qualified employer assisted housing investment for 
low- and moderate-income workers. “I see this bill as a holis-
tic approach to the economic, housing, and environmental 
challenges we face. Though I do not believe it is an employ-
er’s ‘responsibility’ to provide housing assistance, it may be 
the new best practice of doing business. This bill offers an 
employer the opportunity to reap some benefit for establish-
ing this new best practice,” says Ms. McCord.

Environmentally Sustainable Development

The benefits of going green have been widely document-
ed and the field of affordable housing is well positioned to 
deliver these advantages to residents. Such benefits include 
reduced exposure to harmful chemicals through the use of 
environmentally conscious building materials, as well as sig-
nificant cost savings from reduced energy and water con-
sumption through the use of efficient appliances. Over the 
past five years, new technology, products and expertise in 
environmentally sustainable design and construction have 
become more widely available, allowing green affordable 
housing to be developed at a cost not significantly different 
from that of conventional design.20

Policy makers have responded to increased public aware-
ness and demand for green development by introducing  
a variety of policies that encourage green affordable hous-
ing development. The GREEN Act introduced by Rep. 
Ed Perlmutter of Colorado sets forth provisions concern-
ing HUD energy efficiency and conservation standards 
and green building standards for structures.21 Among other  

provisions, the Act requires the Secretary of HUD to estab-
lish incentives for developers to increase the energy efficien-
cy of multifamily housing; to conduct a pilot program to fa-
cilitate the financing of cost-effective capital improvements; 
and to make grants to nonprofit organizations to increase 
low-income community development capacity. In addition 
to the GREEN Act, the HOPE VI reauthorization bill also 
includes green policies. The reauthorization bill includes 
a provision of $800 million annually from 2008-2013 for 
mixed-income communities that incorporate Green Com-
munities Criteria, the framework for sustainable affordable 
housing set forth by Enterprise Community Partners. This 
is the first time the House has passed a bill authorizing ho-
listic environmental principles in a major housing program. 
Additionally, HUD recently announced the availability of 
$1 million in grant funds to expand the supply of energy ef-
ficient and environmentally-friendly housing that is afford-
able to low-income families, using design and technology 
models that can be replicated.

State and local efforts to spur green development have 
also taken place. Between 2005 and 2007, 36 state housing 
agencies added significant new green policies to their Low 
Income Housing Tax Credit programs, ensuring that newly 
developed affordable rental housing is also energy efficient.22 
In addition, a number of state and local governments have 
initiated policies mandating certain green development prac-
tices, such as the City of Denver which will require all af-
fordable housing projects applying for city funding to meet 
the Green Communities Criteria as of January 2010.23 For 
more information on environmentally sustainable practices 
in community development, please see the Summer 2008 
“Green Issue” of Community Investments.

Conclusion

Housing affects multiple aspects of our lives, yet housing 
policy has historically developed in its own silo. As the links 
between housing and other policy areas, such as transporta-
tion, economic development, and the environment, become 
readily apparent through further research, policy makers 
need to respond with an integrated approach. Federal agency 
collaboration and public-private partnerships lay a strong 
foundation for future investment in affordable housing. The 
potential impact of this investment reaches beyond shelter; 
high-quality affordable housing could transform low- and 
moderate-income communities across the 12th District, and 
the nation as a whole. 

As the links between housing and other 
policy areas become readily apparent 
through further research, policy makers 
need to respond with an integrated 
approach.
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