State & Local Incentives

Focus Group Meeting 

June 19, 2001
Chaired by Commissioner William Hudnut III, with the participation of Commissioners Cushing Dolbeare and Jeffrey S. Burum.

PRESENTERS:

John McIlwain, Senior Resident Fellow, Urban Land Institute 

Endorsed the background comments of the Millennial Housing Commission (MHC).  The needs of households with incomes at 50%-100% of area median are growing.  Working families are in greater need now. Mixed income housing is important.  Housing should not isolate the poor and should be built following local growth plans.  Made three recommendations: (1) more federal resources; (2) federal government must give incentives to the private sector. Nonprofits cannot do it alone; (3) fix the tax credit program so it serves more mixed income populations and provides incentives to smart growth areas.  HOME and CDBG should provide incentives.  There is a need for a new production program in the inner cities. Political will is necessary. We can meet the needs of all Americans within the next decade. 

Don Chen, Director, Smart Growth America 

The affordable housing crisis is not just a symptom but a cause of sprawl.  Expressed concern about the cost of sprawl and the loss of open space.  The federal government does have a role in this.  Affordable housing itself is important, but it should not be concentrated.  Transportation should connect to jobs.  Endorses the NLIHC housing trust fund idea.  The federal government can give incentives to help cities inventory their properties, redevelop abandoned properties, plan regionally and offer grant programs.  

Paul Farmer, Executive Director, American Planning Association 

Supports the Housing and Community Character Act (HR 1433).  Described the Minneapolis model of development, in rings, and said that it was a good example of achieving smart growth.   Pittsburgh uses taxes creatively, i.e. the city taxes vacant land more heavily than improvements. Oregon, too. Tax policy has not been used enough.  Urban Growth Boundaries have been simplistically blamed for causing increases in housing costs.  Production should be examined.  

Joe Molinaro, Environmental Program Representative, National Association of Realtors 

State and local incentives should focus on jobs and transit, and include more affordable housing.  It is easier to get approval for housing if it is for mixed income, walkable communities.  Homeownership is needed, but so is permanent rental housing.  Some existing federal requirements could harm efforts to provide housing, i.e. a fair housing provision requiring elevators on the second floor makes small projects unaffordable.  Transit stations are good locations for high density, mixed-use, affordable housing.  

Cassandra Matthews, Associate Legislative Director, National Association of Counties 

Supports increased appropriations for HOME and CDBG.  More flexibility in these programs is needed. There is also a need for a new production program but it should be created as part of the existing HOME program.  Brownfields are in need of re-development, the federal government should reduce risks of redevelopment.

Scott Shrum, Legislative Counsel, National League of Cities 

Recommends increasing HOME and CDBG appropriations.  Flexibility in the use of resources should be key to the federal government’s approach to assisting state governments.  Existing programs should be strengthened.  The National League of Cities (NLC) supports a new production program, which would help with the underutilization of Section 8 vouchers.  Recommends that an equal allocation of funds be made between state and local governments.  TANF and T-21 reauthorization are coming up—the MHC report will be timely.  Recommends that housing, childcare, welfare, and transportation policies be coordinated.  

Elizabeth Stasiak, Project Manager, International City Management Association 

Revitalization of vacant properties is a key issue, state and local governments should work on this as well as infill development.  Both the revitalization/rehabilitation of vacant properties and infill development are key to neighborhood revitalization and stabilization.  Obstacles to redevelopment of abandoned properties include expensive code enforcement and the need for information sharing.

Julie Seward, Director of State Policy, Local Initiatives Support Corporation 

Recommends increasing funding for CDBG, HOME and LIHTC which have worked well.  Rural areas have needs, too, and smart growth policies sometimes harm them.

Include housing and community development in non-traditional ways.  Look at the transportation bills working their way through Congress. Look at codes - make them smarter in order to produce units.  Codes that lower the cost of rehabbing should be examined as well.  Promote and fund land banks.  Section 8 preservation is very important.  Foreclosed dilapidated housing should be examined as well.  

Betty Weiss, Executive Director, National Neighborhood Coalition 

Look at housing in the context of neighborhoods and neighborhoods in the context of communities. NNC will have two reports, soon. One on research regarding the impact of smart growth on affordable housing.  More specifically the report will take a regional approach and deal with gentrification and displacement issues. The second paper is looking at existing policies on housing and smart growth.

Affordable housing should be part of managing growth.  The federal government can play an important role in providing incentives to states and local governments. Few local initiatives work to coordinate jobs, transportation and housing.  Community Based Organizations can play an important role in this issue.  Rural communities have unique issues which should also be examined.

Felicia Young, Team Leader, Community Programs, Federal Highway Administration, Office of Human Environment, US Department of Transportation 
Described some of the 199 grants they have given out. Urged the Millennial Housing Commission to look at location efficient mortgages and transportation based development.

Paul Weech, Management Director, Fannie Mae 

In order to meet demand, 1.5 million new units must be produced on an annual basis.  This presents an opportunity to focus on housing in the smart growth context.  Responses to smart growth can be dangerous to affordable housing if housing is overlooked.  Made four recommendations:  (1) reduce the regulatory barriers to the development of housing (i.e. New Jersey, Delaware, Maryland); (2) endorse the single family homeownership credit targeted to distressed areas; (3) support the New Markets Tax Credit legislation which encourages job creation in poorer areas; and (4) support employer-assisted housing. Fannie Mae is working on a “green” product with NAHB.  Location based mortgages, too.

Robert Mitchell, Chairman and CEO, Mitchell & Best Homebuilders 
The Millennial Housing Commission should send a message targeted at recreating the priority for housing.  After World War II, housing was emblematic of the country’s growth and dynamism.  But over the course of the past 25 years, housing has become less of a priority.  The federal government must make housing a priority and can do so by incorporating it in strategic planning processes, but the federal government should not be involved in local land use decisions.   Supports the Housing Affordability bill introduced in the House and other existing programs.  Suggested that there is a need for better coordination of local planning at all levels.  

Cameron Taylor, Senate Smart Growth Task Force
The Senate Smart Growth Task Force will be looking at the issues raised in this focus group session.  S. 350 will be a priority for the Environment & Public Works committee.

Paul Souza, National Governors Association 

Governor Parris Glendening of Maryland is the new chair of the National Governors Association (NGA).  Maryland’s Office of Smart Growth was created by the State Legislature in its 2001 session as part of the Governor's Office to provide a "one-stop" shop on Smart Growth.  Sprawl will be at the forefront of the NGA’s agenda.

Many states and local governments have had referenda regarding sprawl but few have linked sprawl and affordable housing. The NGA will be releasing a report in August – “New Community Design” which will look at land-use patterns over the last fifty years and will recommend creating a parallel set of codes, as opposed to the replacement of existing codes.  Zoning is a problem—parallel sets of codes are needed in order to reduce the barriers to entry and reduce costs to developers.  Financing housing is a problem – lenders are looking for a return in the short-term, i.e. in the first five years. More outreach to lending institutions is needed.  Brookings is doing a report on vacant land.  Housing that starts out as mixed income becomes expensive and unaffordable in a few years.  The federal government can help with coordination of federal agencies.  NGA will have a smart growth toolkit for governors soon as well as a report on federal barriers. 

Michael Freedburg, Senior Policy Analyst, HUD 
HUD programs should work in concert with Department of Transportation and Environmental Protection Agency programs. HUD is committed to the national conversation on growth management and is looking at how to make HOME and CDBG more regionally-based without undermining local autonomy and control.  There is the issue of gentrification and how to deal with it when upper income families move back into inner cities.  

Geoff Anderson, Environmental Protection Agency  

Smart growth can be an opportunity for creating affordable housing.  Smart growth is not to blame for housing shortages.  Urban Growth Boundaries (UGBs) provide fantastic predictability for new building (in Portland for example).  There is a need for incentives which would encourage local governments to promote the creation of more affordable housing.  Regulatory barriers make rehab/infill development tough solutions.   Affordable housing can be created where affordability naturally occurs, i.e. above retail space, at higher densities.

Amy Liu, The Brookings Institution  

Areas that have rapid job growth do not have enough affordable housing.  On the flip-side, there are some slow growth areas where there is too much housing. There is a need to look at how to get affordable housing into high job-growth areas.  What does affordable housing mean in suburban areas—the older suburban areas have challenges such as declining infrastructure and older housing stock.  Rehab of existing housing stock should be considered.  Section 8 vouchers should be administered regionally in order to enhance mobility and use.  The inclusionary zoning program in Montgomery County, Maryland has been very successful because it works with the market.  Almost 90% of affordable housing in Montgomery County was built using inclusionary zoning.  Montgomery County will be issuing a report on this.  The federal government should incentivize inclusionary zoning.

Harriet Tregoning, Special Secretary, Office of Smart Growth, State of Maryland

Housing and transportation are not unrelated, the two largest household expenses are for housing and transportation.  In Maryland there is a large housing and jobs imbalance—while there is quite a bit of affordable housing, it is not typically located near jobs.  Maryland’s economy is increasingly becoming service oriented and the vast majority of new housing production, due to NIMBYISM, is senior housing.  A Live Near Your Work program where the employer and state help with downpayments is a solution to the disconnect between the location of affordable housing and job sites.  Secretary Tregoning suggested giving incentives to local governments for reducing barriers; the federal government should link affordable housing and transportation funding, and federal agencies such as the Department of Transportation and HUD should work together.  Secretary Tregoning supports a national inclusionary zoning policy. 

DISCUSSION:
Commissioner Cushing Dolbeare - asked if HOME and CDBG can do it all and whether there should be bonuses or constraints imposed.

Commissioner Jeff Burham asked how to give local governments incentives to develop affordable housing.

Cameron Whitman suggested a new program was needed.  John McIllwain indicated that builders do not want to have to learn a new program each time they cross a jurisdictional line.  Mr. McIllwain also commented that the FHA multifamily insurance program does not work and that the LIHTC should be changed so that it serves more populations.  Maria Zimmerman, Office of US Representative Earl Blumenauer suggested not doing everything through the transit side (it is too limited).

Commissioner Hudnut – suggested that the private sector should get more involved.

Commissioner Burum - asked if training for city officials and planners would be helpful. 

Elizabeth Stasiak suggested that training should be for everyone in the community.  Betty Weiss commented that communities should be involved early on in the planning process. Cameron Whitman said that the American public, especially young people should be educated about these issues.  Felicia Young suggested that there is a need for community-based planning tools.  Harriet Tregoning recommended bundling benefits, i.e. if transportation dollars are sought, proposals should be comprehensive to include housing and other community needs.  
Commissioner Dolbeare - asked whether in the mixed income housing context, the families who are subsidizing lower income households were able to recoup this “subsidy” when selling the unit at a higher appraised price. “Yes” was the consensus response. 

Amy Liu suggested looking at the link between housing and income, linking housing with asset-building strategies. 

Commissioner Burum - asked if a new production program was needed or whether it was best to fix existing programs.     

John McIllwain – suggested a new program is needed.  Paul Weech said the LIHTC and HOME programs are not broken.  The downside of introducing a new program is that it would take time to learn the new rules and it would create an additional cost to administer.  A new program should not add to subsidy-layering challenges.  The homeownership tax credit is a better alternative. 

Commissioner Dolbeare - asked whether the consolidated planning process could be improved upon and taken more seriously.

Michael Freedburg said that HUD is looking at linking with transportation policy.  Perhaps regional consolidated planning should be considered and the inclusion of affordable housing in the planning process could garner some type of bonus. Don Chen of Smart Growth America suggested that education policy must be looked at as well.  People often move to find better schools which is one cause of sprawl.  Smart Growth America will be looking at this.  Paul Farmer suggested that income levels should be looked at as some people who did not previously need housing assistance are now beginning to need this type of assistance.   Brownfields are severely undercapitalized.  More resources should be allotted for programs that are working.  Cassandra Matthews stated that predatory lending pushes people out of homes faster than new units can be produced.  Harriet Tregoning  commented that there is a general lack of political will and that resources should be marshaled to show the importance of housing.  
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