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Thank you for inviting me to provide testimony about housing production before the Millennial Housing Commission. 

I am sure that as you have traveled around the United States you have heard a great deal about the shortage of housing particularly in those areas, which like New York are experiencing population growth.  In New York City we have been extremely fortunate over the last 8 years – our unprecedented drop in crime, our ability to add jobs to our economy and our investment in our low income communities have created an improved quality of life in the City that in turn has allowed us to add to our population.  We are the driving force behind growth in the State and in the region.  For the first time in several decades, the City’s population growth has outpaced most of its neighboring suburbs.

And while NYC is often seen as unique the recent US Census confirms that our population now reflects the trends that will be prevalent across the country in the coming decades.   Immigration is being fueled by the newest Americans to reach our shores – Latino’s from Central and South America, Asians and South Asians are the fastest growing immigrant groups in NYC and the country as a whole.  1.9 million New Yorkers are under the age of 18 and nearly half of our population as a whole, have been born outside of the U.S., compared to one in ten nation wide.

Only 35% of New Yorkers today are white and non-hispanic and that number is declining.  The Latino population has become the largest minority group in NYC, comprising 27% of the total population.

As a result there is much discussion about the shortage of housing in our City and it is to this topic that I will address my remarks.

But while we talk about shortages we should remember that our newest immigrants to NYC  are already housing themselves.  In some cases entire neighborhoods that were in decline have been reborn with an infusion of people from around the world.  Neighborhoods in Queens like Flushing and Sunnyside; and Brighton Beach and Flatbush in Brooklyn have undergone remarkable transformations that have invigorated a listless housing market and replaced boarded up shops with thriving businesses.  This has occurred largely without government involvement.

While housing issues can be intrinsically complex, there are only three ways to subsidize housing production.

You can reduce the cost of land.

You can reduce the cost of construction.

You can reduce the ongoing operating and maintenance costs.

In NYC we have a highly developed and sophisticated system to integrate the provision of subsidies in all three of those areas.  We incorporate City, State and Federal funding in programs designed to provide a single point of entry for developers of affordable housing.

We provide City owned land at below market or nominal costs for housing production.

We provide approximately $400 million per year in direct funding of construction and permanent loans, to fund the construction of affordable housing and insulate banks from their risks, perceived and real.

We provide tax exemptions, zoning bonuses, reduced permanent debt service and rental subsidies to projects.

We spend more money on housing in NYC than the State of New York spends statewide and we spend a higher percentage of our budget on housing than the federal government does nation wide.

Any yet you will hear I am sure from a variety of speakers that it is not enough.  And so in one of the most highly regulated rental housing markets in the country, in a City with the most well established subsidy delivery system in the country, is the answer simply that we need more?

More government funding in every program….Will that really be the answer?

I believe it will not.

Let’s look at the scale of the issue in NYC.  It is generally accepted that affordability is a clear indicator of the demand for housing.  And certainly in NYC with 49% of renters paying over 30% of their income for rent this would certainly represent high demand.  By looking at our low vacancy rate of on 3.1%, we are in that minority of cities that are highly desirable and as a result, vacancies in the marketplace simply don’t stay vacant very long.  These trends have occurred even though we have seen the most significant net additions to the housing market in some time, with 62,000 net units added between 1993 and 1999 according to NYC’s Housing and Vacancy Survey, conducted by the U.S. Census Bureau every three years.

And we must remember that in NYC during the period of 1970-1987 we lost an astounding 350,000 units of housing – enough housing for the entire population of Baltimore – however, amazingly our vacancy rate then was not much better – hovering between 1.23% (1968) and 2.46% (1987) - but never approaching the 5% threshold set by our State’s legislature as the indicator of the end of our “housing emergency”.

There is a simple reason for this – units lost to the marketplace simply are not reflected in the vacancy rate.  And so as tens of thousands of units became deteriorated over time and lost to the marketplace – they were simply allowed to be lost.

During the same period, housing production actually did occur – but in other neighborhoods.  Those dealing with the devastating losses that were left to fend for themselves for nearly another decade.  We are still spending a significant amount of our housing budget to rebuild those units that were allowed to be lost.

In a highly regulated marketplace, where local neighborhood characteristics vary widely from place to place, the laws of supply and demand do not even out neighborhood differences.  Oversupply in one community does not meet the demand of another segment of the population.

So how should we frame a production strategy today?

If we confine our issue to those earning up to 165% of median – just how much would be enough?

Let’s assume we believe that maintaining a 5% vacancy rate would somehow be an indication of a healthy market – what would it take to get there?  Assuming in the simplest model that homeless households and those living overcrowded, doubled up and in deteriorated conditions, are likely to represent at least some threshold of unmet housing demand.  By that calculation it would take the production of over 400,000 units, affordable to the poorest families, in a fairly short time frame to generate a 5% vacancy rate.  This would represent, conservatively $60 billion in funds.

There simply is no scenario that could envision that level of housing production.

I am sure you will hear many people ask for the reestablishment of programs like Mitchell-Lama, which provided State and City funds to develop dense, high rise housing for middle income families.

There is no question that this program provided a needed resource that helped to meet the demand for housing and to secure middle class families in the city.  However let’s remember that Mitchell-Lama housing was built largely as large-scale plans, often on urban renewal land.  Such land was acquired by the City and typically cleared of the thousands of people who lived there.  Again this scenario today is simply not available to us.  

Where would these units be built?  The shortage of land remaining that may be built on and the lack of any political will to carry out large-scale urban renewal relocation, simply prevent this type of massive construction.

So what can we do and what role should the various levels of government play?

I would like to present five underlying principals that I hope you will consider:

1. The loss of housing units should be the first priority

2. The barriers to new production must be diminished

3. The cost of new construction must be reduced

4. The standards for new construction are too high 

5. And the Federal Government should seek to do no harm

First, we must agree on the problem that we are solving.  Production for numbers sake alone will do little do address the lack of housing affordable to people making up to 165% of median.  

It is not a question of the number of units built, but what kind of city do we wish to create.  To talk about production of affordable housing outside of the context of neighborhood preservation and development is losing sight of whom we are trying to serve.   New York’s newest families should be able to buy their first home in East New York in Brooklyn or in Morrisania in the South Bronx, renters in Bushwick should be able find apartment in their neighborhood that is affordable, elderly homeowners in Jamaica Queens should be able to maintain their homes, free of predatory lenders, and keep the equity they have built up until they decide to sell their homes to a new family, and immigrant workers should be able to find a room to rent that is safe and decent.

Right now these opportunities are far too scarce.

We must acknowledge that preservation of housing in our most fragile communities must be the priority.  Loosing housing units is far more devastating to communities and the housing market than simply not providing housing for an unmet demand.

This is why in NYC we have focused on preventing new abandonment from occurring by intervening with strategies that assist owners with education and financing, enforce housing standards against those who will not comply, and changing our tax foreclosure policies to ensure that buildings go directly to new owners with financing in place to carry out the necessary rehabilitation. 

Second, we must be willing to target new production to those communities that are most vulnerable to abandonment and disinvestments.  And we must improve the viability of the marketplace by encouraging mixed income development along with the commercial development that will create actual communities, not isolated projects.

That means not simply making up programs that provide subsidies, but tackling issues that relate to the redevelopment of derelict land and acknowledging that policies that increase property values and attract investment are good for the marketplace.

We must encourage the development of local entrepreneurs who will provide a framework for reestablishing a healthy marketplace in those communities that continually rely on government intervention.

Third, we must address the absurdly high costs of construction that are threatening to undermine the gains we have made so far.  We simply cannot expect government to endlessly pay for the gap between the marketplace for affordable housing and the cost of building it – if there is no discipline in the construction marketplace.  Since much of the costs are in fact driven by government regulation itself – this cycle is never ending.

This will require taking a hard look at regulatory reform of our building code and our land use and environmental review process which add open ended time schedules, uncertainty of the outcome, bureaucracy and needless cost.  And if it continues to be taboo to discuss the high costs of labor – including those imposed on localities by the state and federal government and the hidden costs of corruption in the construction industry, our efforts to increase the supply of affordable housing will not succeed.

Fourth, we must eliminate the prohibitions against building housing for single adults.  The standards we have set are simply too high and we are pushing the most vulnerable people into illegally occupied homes rather than change our thinking about this type of housing resource.  And Washington must consider the impacts of immigration policies on local areas.

And so, what should you take back to Congress.

First and foremost, the federal government should do no harm.  Right now conflicting objectives, needless bureaucracy and endless stream of unfunded mandates are hampering the ability of municipalities to address their housing concerns.

Is there really a compelling reason to have the CDBG program, which has successfully assisted local governments for decades, to have one set of income guidelines and reporting requirements that are then not applied to other federal programs? HOME funds which are of critical importance to NYC and areas around the country, require that 90% of the tenants in a project earn less than 60% of median, but each building must have at least 20% percent of its units set aside for tenants earning no more than 50% of median.

It is a dizzying display of government regulations that does little in the end to improve upon the simple elegance of CDBG that requires that you serve people earning 80% of median or less.

How is NYC’s affordable housing need served when PHA’s are given preference for assisting families to move to the suburbs with their Section 8 Assistance, rather than remain? 

And then there are the additional requirements imposed on projects – housing for the elderly funded through the 202 program, a critical resource in short supply, can now only be built on land that is “clean” – that means that a standard of complete removal of any contamination – regardless of its extent or nature – is the only standard that will be accepted.  Whether federal EPA, NYS DEC and NYC DEP would permit a lesser alternative based on the actual risk posed, as they often do, does not matter – the site is rejected for 202 funding. 

Federal funds should be provided to local governments in a flexible manner so that we have a fighting chance to spend it wisely on those priorities that we are in the best position to determine.

Programs which provide assistance to homeowners, whether it’s Section 8 for low income families to purchase a home, FHA insurance programs or Fannie Mae’s underwriting upon which mortgage originators depend, all should be designed with a varied marketplace in mind.  Few New Yorkers live in one family homes with 2 and 3 family homes an accessible and viable option for home buyers.  Yet most of the federal assistance focuses on one-family homes, leaving much of homeownership housing stock unable to take advantage of many programs.

The policy of foreclosing on HUD multifamily rental projects and auctioning them to the highest bidder or selling them to not-for-profits (without consulting local housing officials) with insufficient funding for rehabilitation, is not a housing preservation strategy.  It is designed to recoup money from a failed asset.  It does not further the cause of affordable housing and community development.

The federal government should stop viewing housing as a single constituent issue – it is affected by any government policy and program that affects people and their communities.  

Environmental regulations have a chilling affect on construction and rehabilitation alike, immigration laws leave municipalities with populations that cannot access housing and services through “normal” channels and so become vulnerable to the unscrupulous who are more than willing to exploit their silence and lack of access to enforcement of laws and standards.

And while policy makers in Washington have the ability to focus on the needs of individual constituencies – outside of a local context; those of us working on a local level must take the entire neighborhood into account.  We work in the communities in most need every day – this is our city – it is our home.  We would like to be heard.

We should focus our efforts on our low income communities and ensure that the housing stock there is preserved, that homeownership and mixed income development is encouraged, that derelict land is redeveloped to encourage housing and job creation, crime must remain low so that families are safe, and an emphasis must be placed on local entrepreneurs.

And we ask the federal government to help with flexible funding, decreasing regulation, and a philosophy that seeks to do no harm.

In the end everyone wants the same thing – 

A decent place to live

Access to work and to play

And a safe community for children to play in.
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