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Co-Chairs Ravitch and Molinari, Commissioner Lynch, and other members of the Commission, thank you for this opportunity to testify, and for holding these hearings to address the critical issue of affordable housing in the United States.  Lack of a decent, affordable place is the biggest obstacle facing tens of thousands of families in our community, and tens of millions around the country.  We can solve the affordable housing crisis, with a significant effort on all of our parts.  Your report to Congress can be an essential first step toward this solution.

I am the executive director of the Fifth Avenue Committee (FAC), a community development corporation in Brooklyn, New York, committed to advancing social and economic justice in South Brooklyn, principally through developing and managing affordable housing, creating economic opportunities, and organizing residents and workers around critical issues facing our community.  I am also the chairman of the Policy Committee and past president of the Association for Neighborhood & Housing Development (ANHD), the citywide trade association of community-based housing groups; a visiting professor of housing policy and finance at the Pratt Institute; and an active member of Housing First!, a coalition of business, religious, civic, labor, and community organizations calling for a ten-year, ten-billion dollar investment to create 100,000 new units of affordable housing in New York City. 

I want to begin by insisting that the affordable housing crisis can be solved, if we make the significant public commitment necessary.  While housing policy is often complicated, housing itself is simple.  Everyone needs a decent place to live and the ability to pay for it.  This is the social minimum -- a goal we can achieve, and the goal we must set if we expect families to succeed and our neighborhoods to flourish.  Unfortunately, we are very far from that goal.

I will organize my comments today in three broad categories:

1. Preserve the existing stock of affordable housing.  We must make sure that the existing resources of public housing and privately-owned housing created with federal subsidies are preserved as decent, affordable housing for the long term. We have seen too many expiring use crises to continue with our magic faith that everything will be better in 15 or 20 years.  One idea that I will offer here to insure the long-term preservation of subsidized housing is to  create a new, federally-recognized category of not-for-profit corporation chartered to operate permanently-affordable housing that would be advantaged under federal programs.  

2. Commit to a major federal investment in producing new affordable housing to address the crisis of affordability.  I urge the Commission to set a concrete target -- that we create 1,500,000 new affordable housing units by 2010 in the United States -- and to outline the increased resources needed to achieve this goal.  In particular, call for increased long-term operating subsidies like Section 8 and target them to those most in need.  Leverage the federal government's investment (through the HOME, CDBG, and other programs) by providing strong matching incentives to states and localities to invest their own capital, as we are calling for New York City to do through our Housing First! campaign.


3. Utilize housing policy to help build strong, diverse, healthy communities, where people have genuine opportunities to achieve their goals and the ability to shape the future of their neighborhoods.  This requires strong commitment and support for community development organizations, policies that protect tenants and mitigate the effects of displacement, and building stronger linkages between affordable housing and human development (e.g. strengthening Section 3, advancing policies that make work pay so that millions of working poor families can afford decent housing, and addressing the return of 600,000 prisoners each year into low-income communities across the country). 

One word before I continue.  While I am very grateful for your invitation to testify, I am disappointed not to be joined by more of my colleagues from not-for-profit community-based organizations, advocacy organizations, and especially by low-income tenant leaders, public housing residents, or homeless people who are facing these problems directly.  We have in this city many smart, articulate people who have faced the housing crisis first-hand -- rents that took the majority of their income, decrepit or overcrowded conditions, living on the streets with their children.  I believe that they have much to teach of all us, and so I wish some of them were able to speak to you directly, and that Congress could then hear their voices through your report.

In addition, while I think the questions for the Community Linkages Task Force are excellent ones, I believe that my colleagues from community-based, not-for-profit, affordable housing development organizations have valuable insights into financing, production, preservation, and the forms of subsidies that are most effective to create the affordable housing we need in our neighborhoods.  In New York City, these members of the Association for Neighborhood and Housing Development have collectively produced over 60,000 units of affordable housing.  I hope that you will reach out more broadly to solicit and listen to testimony from more of these people before you prepare your report to Congress.  Please accept these suggestions along with my gratitude for the opportunity to testify.

Background:  A New Kind of Housing Crisis

Over the past 25 years, the Fifth Avenue Committee has worked to make affordable housing a centerpiece in building a strong, mixed-income, vibrantly diverse community.  We have linked housing with other critical issues facing community residents, especially employment, training, and criminal justice issues.  We have developed over 600 units of affordable housing, preserved several thousand more, and helped more than 200 low-income families become homeowners through creative cooperative and mutual housing development.  Over the past three years, we have created over 300 living-wage jobs through two community-owned businesses (Ecomat, an environmentally sound alternative to dry-cleaning; and FirstSource Staffing, a temp staffing company) and two sectorally-targeted training programs (in commercial driving and teledata cable installation).  The wages of program graduates is over $10 per hour.  I am pleased to report that a very high percentage of these graduates are residents of federally-assisted housing, and that the New York City Housing Authority has contracted with us to secure slots in our training programs for public housing residents.  

Our community's perspective on affordable housing has changed dramatically over the past decade.  Twenty-five years ago, our neighborhoods (lower Park Slope, Gowanus, Sunset Park, Prospect Heights, and Red Hook) were deeply disinvested … hundreds of abandoned buildings and vacant lots created a feeling of hopelessness, open territory for crime and drugs, and a cycle of poverty for thousands of families.  Since that time, we have rebuilt our community.  Almost all of the abandoned buildings have been redeveloped, new construction rises from vacant lots, and new businesses cater to neighborhood residents.  Our neighborhood has improved in many ways, through a confluence of affordable housing and community development, and the strong economic expansion of the past decade.  For the moment, it is a vibrant, diverse community -- Latino, white, and African-American, with families at a wide range of income levels. 

Unfortunately, however, not everyone has benefited from this growth.  In fact, many low-income residents of our community face steep challenges as property values and rents have spiraled to a level far beyond what most tenants in our community can afford.  While the average tenant family in our community earns $18,000 -- and renters make up over 70% of the neighborhood
 -- the market price for a two bedroom unit in our community is well over $1,500.  It would take the average tenant family's entire income to afford those units. Two years ago, we launched an innovative Displacement Free Zone, in an effort to stem the tide of displacement that is pushing so many decades-long, low-income residents -- especially seniors and families with children -- out of the neighborhood where they have lived for years

This is not just the situation of one quirky neighborhood in Brooklyn.  Changes in the global economy, in technology, and in our culture have changed the shape of urban housing markets in many U.S. cities.  We need aggressive housing policy to keep up with these changes.  Over the past decade, New York City has grown by more than 400,000 people, and it has increasingly become a two-tiered City of high-income professionals (in finance, insurance, real estate, law, media, and information technology) on the one hand, and low-income retail and service workers on the other.  Leaving aside the moral issues of a growing income and wealth gap between our city’s rich and poor citizens, the concrete problem of housing in this new economy cannot be ignored.  If we want our cities to house the people we need to live and work here – not only teachers, firefighters, and police officers, but also health and child care workers, retail employees, bus and taxi drivers – then we must face these new challenges.  Just as it did not work for our country when middle-income families fled the cities for suburbs, leaving only poor families behind, it will not work if our central cities become affordable only to professionals, pushing working and poor families further and further out.  Even sources as mainstream and conservative as The Wall Street Journal recognize the severity of this national housing shortage and its implications for the cities which have become the drivers of much of our nation’s economic growth.
  Addressing this problem will require not only adequate resources for more affordable housing, but also innovative regulatory and planning approaches.  Mixed-income, mixed-use communities are indeed desirable (to respond to the question of the Community Linkage Task Force), but must not be achieved and they will not be sustainable if they are brought about by further reducing options for low-income people 

Given the growing income and wealth gaps referred to above, and their implications for housing, it is impossible not to note the inequity between the dramatic growth of the Home Mortgage Interest Deduction since 1977 (from $10 billion to $65 billion), and the reduction in overall spending on affordable housing for low and moderate income families.  While 72% of households in the bottom fifth of the income distribution face severe housing problems, compared with 9% of the top fifth – a whopping 63% of total federal housing benefits go to families in the top fifth (with an average income of almost $128,000), while only 18% of total federal housing benefits go to families in the bottom fifth (with an average income of $9,200).  As a result, only one in five of these poor families receive any assistance at all, compared with two-thirds of the wealthiest quintile.
  While I am glad that the cap on deductible mortgage interest has been lowered to $1,000,000 (the interest payment on a $12 million home), I believe that we must lower this cap to a far more reasonable number and use this revenue to increase our commitment to create new affordable housing.  While many of the recommendations which I will now present can be implemented without addressing this issue, a genuine effort to address the nation’s affordable housing issues in a meaningful way will require significant resources and a hard look at the equity of housing benefits.

Recommendations

1) Preserve the existing stock of federally-subsidized affordable housing.  We must make sure that the existing resources of public housing and privately-owned housing created with federal subsidies is preserved as decent, affordable housing for the long term.  Just last week we read, again in The Wall Street Journal, that bastion of progressive policy analysis, about Sheldon Baskin’s dilemma, to help poor tenants or seek more profit.
  On the block where I live in Brooklyn, largely abandoned 25 years ago, a 24-unit Section 8-subsidized development was built.  It continues to provide decent, affordable housing for low-income residents, even as new condos built directly across the street sold for more than $300,000, but their tenancy is tenuous.  Our failure to address expiring-use issues in a more creative, aggressive way has already led to the loss of 125,000 units of affordable housing.  Given the magnitude of the housing crisis, we can ill-afford losing what we’ve already created.  
 

a) One new approach to this problem would be to create a new, federally-recognized category of not-for-profit corporation that would be chartered to operate permanently-affordable housing.  These corporations could be favored by incentives in federal programs, for both subsidy and tax treatment, along the lines of the current community housing development organization (CHDO).  Because they would be chartered for permanently-affordable housing, the corporations could not choose to cease providing affordable housing at the end of their regulatory period.  They would not face Mr. Baskin’s dilemma.  

True, this would not eliminate the need for ongoing operating subsidies where tenant incomes are insufficient to cover building expenses.  However, it would address the problem occurring in so many communities, that landlords choose to raise rents to market rates far beyond the reach of the existing low-income tenants.  While private landlords have the legal right to do this, they are often profiting from an increase in value that is directly related to the investment in affordable housing.  Both Mr. Baskin’s Rienzi Plaza and my own block are examples of this.  Not-for-profit, permanently-affordable housing corporations would still spur investment and help neighborhoods improve.  But they would also insure that the federal investment in creating affordable housing would continue to provide affordable housing.  

In addition to providing incentives to these corporations for new development, federal policy could provide incentives for the transfer of privately-owned assisted housing to these corporations, where they will be made permanently affordable.  The preservation matching grants which have been proposed in the House of Representatives over the past several years, and which have been introduced again this year as HR 425 are the kind of incentives which could be offered to make this possible.  

b) Public housing must be preserved as affordable housing for low- and very-low income families.  As you have heard from speakers in previous cities, the most dire housing situations face tenants earning less than 50% of area median income, including millions of working families.  Unfortunately, too few of these families benefit from affordable housing created through the low-income housing tax credit or HOME programs.  Public housing is the one federal housing program which still offers housing that these families can afford.  While mixed-income communities are certainly desirable, they must not be achieved by reducing the options available to the poorest families facing the fewest housing options.

2) Commit to a major federal investment in producing new affordable housing to address the crisis of affordability.  I urge the Commission to set a concrete target -- that we create 1,500,000 new affordable housing units by 2010 in the United States -- and outline the increased resources needed to achieve this goal.  Since there is a housing shortage of over 5 million units for the poorest families (earning less than 30% of area median income), this should hardly be a pie-in-the-sky goal.  As advocated by Housing First!, we will do our best to produce 100,000 affordable units right here in NYC.

a) Operating subsidies:  In particular, I hope you will call for increased long-term operating subsidies like Section 8 and target them to those most in need.  Housing vouchers have been the most effective piece of recent federal housing policy.  A few suggestions for ways they could be even more effective:

i) Encourage the kind of quasi-project-basing that has characterized so many of the developments through the NYC Department of Housing Preservation and Development, especially where localities are willing to put up their own money for development.  HPD’s innovative matching of city capital, HOME funds, and tax-credits for development, combined with bundled Section 8 vouchers for existing and/or new residents, has enabled the resurrection of long-decrepit buildings and communities, without jeopardizing existing tenants.  This should not be an exception which always needs to be explained, but something which is encourage throughout the country.

ii) Some vouchers should be targeted more specifically to the poorest families -- those earning up to 30% of AMI – including millions of low-wage workers, including many who were receiving public assistance but have had to take minimum wage jobs, as well as people on SSI, Social Security, and other fixed incomes.

iii) Finally, make some vouchers available to the permanently-affordable, not-for-profit corporations I outlined above.  This would enable a balance through which affordable housing could be preserved, and new families would receive vouchers at lower costs and still have housing choice over the long term.

b) Establish the National Housing Trust Fund, capitalized with a dedicated source of revenue, and devoted to creating a substantial number of units for the lowest-income families within a broader mix of affordable housing.

c) Leverage the federal government's investment by providing strong matching incentives to states and localities to invest their own capital in affordable housing, and to use their Community Development Block Grant allocations for affordable housing rather than for sports stadiums.  Not only would this create more affordable housing, it would also make the Consolidated Plan a more meaningful exercise, since those jurisdictions whose plan met certain matching and spending targets would receive more federal funds.  We are proud that New York City has led the way in spending its own capital on the creation of affordable housing, and we are calling for a renewal of this commitment through our Housing First! campaign.  
3) Utilize housing policy to help build strong, diverse, healthy communities, where people have genuine opportunities to achieve their goals and the ability to shape the future of their neighborhoods.  Twenty-five years ago, evidence suggested that investments in subsidized housing would destroy a neighborhood.  Today, as a result of the work of community development corporations (CDCs) and other partners involved in community development, we know that the opposite can be true.  Well-planned, contextual affordable housing, developed with the input and support of community residents, has been the first step in the rebirth of hundreds of communities in the United States.  Many of these communities have not only emerged from desolation, but gone on to become thriving, vibrant places.  

We still have a long way to go.  Many communities have not seen these gains.  In others, even as the buildings have been rehabilitated, the poverty rate remained depressingly high, school performance abysmally low, and opportunities for stable, living-wage jobs severely limited.  Federal housing policy must go even further to promote healthy, mixed-income communities and create meaningful economic opportunities for residents.
a) Commit to not-for-profit, community-based affordable development organizations as a primary mechanism for producing and preserving affordable housing.  Over the past 25 years, America's more than 3,600 community development corporations (CDCs) have produced 550,000 units of affordable rental & homeownership housing, and created 247,000 private sector jobs.  Local planning, local hiring, and local leadership development have been key components in transforming affordable housing investments into community building tools.  If the Bush Administration wants to promote “faith-based and community initiatives,” one powerful way to do so is to increase resources to CDCs. 

i) Enhance the incentives and set-asides for CDCs in federal programs.  The CHDO set-aside in the HOME program should be increased and expanded to other programs.

ii) Give states and localities additional incentives or bonuses for supporting CDCs, both with capital for affordable housing and with core operating support.

iii) Provide core operating support to CDCs, either through reviving the John Heinz Neighborhood Development Program for direct support, and/or through increased funding to state and intermediaries for core support to CDCs, and/or through tax incentives to corporations that give core support to CDCs.

iv) Help build bridges between CDCs and public housing.  We were pleased to participate in the sold round of the Resident Uplift for Economic Development program, a partnership between HUD and the Department of Health and Human Services Office of Community Services.  While this particular program was fraught with cross-departmental problems, its goal was an important one.  Public housing residents could benefit substantially through participation in the workforce development, leadership development, and community building programs developed by CDCs in their neighborhoods, if the federal government would provide the incentives and support.

b) Utilize the regulatory, planning, and tax powers of government to encourage the development and preservation of mixed-income neighborhoods where residents are not displaced involuntarily as housing costs rise.  We have learned over the past 25 years how to make low-income communities attractive and viable, so that moderate- and middle-income families want to live there.  This has many benefits, as schools and services are generally far better in mixed-income communities.  However, we have not learned much about how to preserve mixed-income communities, so that they are more than transitional moments in cycles of abandonment or, more recently, gentrification.  While most people would agree with the desirability of mixed-income communities, as reflected in the question of the Community Linkages Task Force, there has been little advocacy for the kind of policies that would make them possible.  While most of the regulatory, planning, and land-use taxation powers that would support mixed-income communities exist at the local level, federal policy could support them with a variety of incentives.  Here are a few ideas about the kinds of local policies that should be encouraged through federal funding formulas:

i) Inclusionary zoning (e.g. requiring that 15-20% of units in large housing developments be affordable for low- and moderate-income residents), with extra incentives to develop affordable units on-site and priority to local residents facing displacement from rising rents.

ii) Anti-Displacement Tax Incentives, or anti-displacement provisions in tax incentive programs to promote homeownership.  While we welcome the tax credits that Congress is considering to promote homeownership, especially to promote the revitalization of historic areas, and the many similar programs that localities have implemented, these programs should not provide incentives to displace long-time, low and moderate income tenants from 2-4 unit buildings with owner-occupants and tenants.  Instead, we should provide tax incentives that help homeowners maintain the tenancy of low-income families.  One possibility is to give a federal, state, or local tax abatement against property or income tax, amounting to 20 - 50% of the difference between the HUD fair market rent and the actual rent charged to a low-income family.  Thus a landlord charging $800 per month for a two-bedroom apartment (HUD fair market rent in New York City is $949) would receive an annual abatement of $358 to $894 to offset the rent loss.  This would discourage residential displacement in gentrifying areas by reducing the financial benefit of evicting existing tenants, and would be an extremely cost-effective way of preserving privately-owned affordable housing.

iii) Rent regulations: Rent regulations in our neighborhood and throughout New York City are the single-most important policy preserving affordable housing for more than a million of low- and moderate-income people, and for making mixed-income communities possible.  They provide no disincentive for housing production, since they only cover buildings built decades ago (unless owners opt into the program in exchange for tax abatements).  There is a deep, competitive market in both the ownership and financing of multi-family properties.  Annual increases are given which enable owners to pay cost increases.  Owners could make more without rent regulations, but multi-family housing in profitable in rent-regulated NYC.

With tight housing markets and spiraling costs, I believe that more municipalities should and will look to rent regulations.  I am certain that there will be forces encouraging the federal government to sanction these municipalities, and I plead with you to do the opposite.  Encouraging smart rent regulations in areas with severe housing shortages would be good federal housing policy.

iv) Preserve federally-assisted housing in gentrifying neighborhoods:  There is an understandable concern on HUD’s part to focus its preservation efforts on subsidized housing in very low-income communities.  However, this should not lead to a lack of concern for subsidized housing in mixed-income communities, where most tenants will be forced out of the community if their housing is not preserved.

c) Modernize the Community Reinvestment Act.  At the time of the passage of the Gramm-Leach-Bliley Act, many advocates of community development felt lucky that the Community Reinvestment Act was not eviscerated.  However, the opposition of one senator should not obscure the overwhelming consensus of financial institutions, public officials, and community development professionals that CRA has not only provided incentive for billions of dollars of investment in low- and moderate income communities, but helped to nurture the development of strong markets in American cities.  

Now that Congress has modernized the laws regulate the financial industry, it is time to modernize the Community Reinvestment Act as well.  This means primarily that CRA should apply to all subsidiaries and affiliates of a bank holding company, and that predatory lending should be prohibited rather than encouraged.

d) Make work pay, so that hard-working low-income families don’t continue to work two and even three minimum-wage jobs, only to remain stuck in grinding poverty and inadequate housing.  While this may not seem to be part of housing policy, it is directly connected, as made clear by the compelling Out of Reach report of the National Low Income Housing Coalition, and their examination of the “housing wage” that a full-time worker would need to earn to afford the fair market rent … which in New York City is more than triple the minimum wage.
  There are a number of policies that the Commission could advocate, which would make a real difference in the ability of low-wage workers to afford housing.
i) Strengthen “Section 3” to require the public housing authorities and other recipients of federal assistance for housing production and renovation train and employ low-income residents, especially through union apprenticeship programs.  This is one area where HUD could single-handedly help many thousands of families to become self-sufficient.  Each year, the billions of dollars HUD spends to produce affordable housing could train and employ thousands of the low-income residents we are aiming to assist.  Especially if this were a part of union apprenticeship programs, many would then be on a solid ladder to economic independence.  Unfortunately, however, Section 3 is currently a weak, unenforceable recommendation from HUD to public housing authorities, and does not apply at all to HOME, CDBD, low-income housing tax credit, or other funds.  Strengthen Section 3 so that it is a requirement of all recipients or subrecipients of federal housing production subsidies to employ low-income people as workers or apprentices on their jobs.  Give preference to union apprenticeship programs, which put workers on a path to a wage at which they can afford housing and not require HUD's assistance.  With this step alone, HUD could help thousands of people work their way out of poverty without additional spending.  

ii) Work with the Department of Labor to insure that the Workforce Investment Act is implemented in a way that strengthens communities and offers residents of federally-assisted housing a real chance to earn a living wage.  Unfortunately, the Workforce Investment Act offers insufficient support for the kind of community-based training and employment programs that we operate at FAC -- in commercial driving, teledata cable installation, and temporary staffing -- that enable low-income people to earn a living wage.  Federal housing policy could help to insure that residents of public and federally-assisted housing have access to the kinds of training and support programs that enable them to climb onto and up genuine career ladders.  In particular, it is important to recognize that many public housing residents require significantly longer-term education and support than WIA generally provides for, if they are actually going to retain their jobs and advance to higher wages.  Welfare reform has certainly reduced public assistance caseloads, but it has not led to the kind of job retention and advancement that would enable people to reduce their need for housing subsidies.  It is therefore an appropriate role for federal housing policy to provide funding and incentives for supplemental pre-employment services, long-term literacy and adult education, effectively tailored job training, child care and transportation assistance, follow-up support, skills upgrade training, and individual development accounts for residents of public and federally-assisted housing.  Child care is a particular area where links with housing policy make sense -- federal workforce investment funds for training childcare workers should be leveraged with investment in the development of child care centers and family day care sites in public housing, providing jobs for some residents, and affordable child care for many more.

iii) Support an increase in the minimum wage, the earned income tax credit, and a federal living wage law, all of which would help more working people climb up toward the "housing wage," so that they could afford housing without federal subsidy.
e) Finally, I want to strongly encourage the Commission to consider a community linkage which is not referred to in your priority questions, but which is included in the mission statement: the connection between housing and prisoner reentry in low-income communities.  This year, about 600,000 individuals will be released from state and federal prisons to return to their communities.  While crime has gone down across the country, this is a far greater number of prisoners being released than ever before.  They have spent longer terms behind bars, they are less prepared for life on the outside, and they have less assistance in their reintegration.
  Most pertinent for this Commission, they have fewer housing options than ever before -- largely due to federal housing policy -- while they are returning disproportionately to the concentrated set of urban communities where the largest investments of federal housing assistance have taken place.  

I plead with you to propose reconsideration of the federal laws that allow, and in some cases require, denial of public or federally-assisted housing to a very wide range of ex-offenders.  This is not a matter of mercy or compassion; it is bad public policy.  Ex-offenders are returning to our communities, with or without leases.  Forcing them into homelessness only increases the likelihood that they will fall back into old habits, and leaves our communities in an ongoing cycle of incarceration and crime.  

Housing policy could instead be part of an overall strategy to manage reentry so that fewer crimes are committed and public safety enhanced.  Of course this would require better supervision, drug treatment, support, and employment programs than generally exist.  Fortunately, the federal government has recently realized that these supports are smart public policy, and increased resources are beginning to be available for re-entry support.
  The Departments of Justice, Labor, and Health and Human Services have recently issued a request for applications for grants that support the development and implementation of re-entry and related programs for young offenders to make the transition back to the community.  Unfortunately, housing is not yet in the equation.  I urge this Commission to propose demonstration programs, in conjunction with the other federal agencies, that enable ex-offenders who provide evidence of their commitment to rehabilitation to live in public or federally-assisted housing for which they are eligible, and offer the support and supervision to make this work.  Preferably, some of this support and supervision could come from the CDCs and other community-based organizations who have had so much success in bringing new hope to our streets.  Our communities will be safer and healthier when we stop this destructive cycle or incarceration; housing policy can help make this happen.

**********

Again, thank you so much for this opportunity to testify, and for your hard work to develop recommendations that will address the affordable housing crisis we face.
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