BACKGROUND

The National Housing Conference (NHC) was established in 1931 as the nation's first affordable housing advocacy group.  NHC's membership includes over 800 of the nation's leading affordable housing producers, financiers, and advocates.  Given the breadth and diversity of its membership and its rich history of involvement and advocacy, NHC can authoritatively comment on what has worked and what has not worked.   We are pleased to have the opportunity to provide our views on the nation’s affordable housing policy to the Millennial Housing Commission.

As the vast majority of individuals and organizations who have testified before the Millennial Housing Commission are active NHC members, any submission from NHC regarding specific proposals for new programs or modifications to current programs would be a duplication of what our members have already proposed.  Instead, NHC has chosen to focus on three overriding issues:

1)
the absence of a broad and encompassing  national housing policy,

2)
the absence of a comprehensive and coordinated plan of action to solve the current affordable housing crisis,

3)
the lack of adequate resources to meet the nation’s affordable housing needs.

We believe that any meaningful examination of proposed programs or modifications to existing programs must be made within the context of these issues.

TOWARDS A COMPREHENSIVE NATIONAL HOUSING POLICY

NHC believes that the Congress must immediately adopt a comprehensive national housing policy. The national housing policy we envision would be similar in its intent to the visionary 1949, 1968 and 1974  Housing Acts.  The overarching objective established in those housing bills(a decent, affordable home in a suitable environment for all Americans(created the standard that should guide our efforts to meet the housing needs of this country. We have yet to realize the noble intent of that legislation.  It is time to not only live up to those lofty expectations, but also to establish a clear and definitive vision for the nation’s housing policy.

To have a lasting and meaningful effect, a national housing policy must be drafted and adopted with the following principles in mind:

1)
It should fully encompass and address the range of housing needs in this country, including not only the "American Dream" of homeownership, but rental and special needs (including elderly and homeless) housing.

2)
It should recognize and address the fact that a larger and more economically diverse segment of the population today has critical housing needs and that public policy decisions should address the full range of these needs.

3)
National housing goals should be concise and understandable to the broadest possible segment of the American public.  The goals should have measurable outcomes that are achievable in a specified period of time and be subject to review and modification (at least every five years).

4)
The policy statement should estimate the cost of achieving the goals.  The supporting documentation should also estimate the cost of NOT achieving the goals.

A MARSHALL PLAN  FOR HOUSING

Over the last three years, NHC, through its research subsidiary the Center for Housing Policy, has undertaken a comprehensive analysis of housing needs, focusing particularly on the housing needs of working families.  In June of 2000, we released a groundbreaking study, Housing America’s Working Families.  We have just released a sequel to that study entitled Paycheck to Paycheck: Working Families and the Cost of Housing in America, which examines 60 market areas and analyzes wage and housing cost data in those areas.  A copy of the new study is enclosed.

Our latest analysis indicates that in 1999 there remained approximately one out of seven households (over 13 million) who were spending more than 50% of their income for housing or living in severely substandard housing (some are faced with both situations).

Current direct federal expenditures are reaching fewer than 12% of these families with critical housing needs.  The resources available to those families for housing is obviously inadequate or they wouldn’t have to spend more than 50% of their income for housing.

Over 3.5 million (28%) of the 13 million households with critical housing needs are  full-time working families including policemen, elementary school teachers, retail salespersons, janitors, etc. whose incomes range from $10,700 (annual minimum wage) to 120% of area median income(occupations that are vital to the infrastructure of our communities.

To guide and facilitate swift and decisive action to address the critical housing needs identified in NHC’s reports, we must have a comprehensive and coordinated plan of action. This plan should be nationally recognized as the long-term course of action the nation will embark upon to meet the objectives set forth in the policy statement.  This plan of action should have the same force and significance as the Marshall Plan following World War II.  Moreover, just as the Marshall Plan was essential to Europe’s economic recovery after the war, decent, stable and affordable housing is essential to the elimination of poverty and is the only way all Americans can share in our nation’s economic growth.

We believe the Millennial Housing Commission is uniquely positioned to shape a meaningful and responsive plan of action.  It can  provide specific recommendations and guidance to the Congress, ensuring that the goals and objectives set forth in the national housing policy statement are, in fact, accomplished.

In the drafting of the nation’s affordable housing plan of action, NHC believes a number of points should be taken into consideration.

Our affordable housing problems cannot be solved without substantially increased  resources!  Decisions made over the past 25 years have created the critical housing issue we now face.  We have underspent on producing new housing and underspent on preserving the existing stock.  Now we must pay the piper.  There are no "magic" solutions(new programs or "tweaking" of current programs will have little impact without substantially increasing funding.  Absent a major commitment to provide adequate resources to address the critical housing needs of more than 13 million families, we not only will be unable to solve the housing crisis, but any talk of a fresh approach to housing policy will be hollow indeed.

Providing federal incentives to empower state and local institutions to produce new affordable housing and preserve existing inventory may be the most viable and politically desirable means to expand the supply of affordable housing.  This includes working with state and local governments to break down existing regulatory barriers and NIMBYism, both of which significantly inhibit the production of new affordable housing.  Local and state governments must be encouraged to use such tools as inclusionary zoning, regional/area wide housing planning and smart growth measures that stimulate the production and preservation of affordable housing. The federal government can assist these governments by efficiently allocating appropriated resources and tax related benefits, vigorously enforcing and overseeing fair housing and environmental laws, and, through the Federal Housing Administration (FHA), facilitating the production of higher-risk housing.

There are a number of affordable housing production programs that have proven to be sound and should be enhanced and expanded.  Among the more significant programs are Private Activity Bonds (PAB’s), Community Development Block Grants (CDBG), the Low Income Housing Tax Credit (LIHTC) and HOME.  In addition, a number of programs that produce housing for the elderly, disabled and homeless need continued support (Section 202, Section 811 and SRO Section 8 Moderate Rehabilitation).

We need to pay special attention to the program that provides shelter to the poorest of our citizens(public housing.   There are approximately 1.3 million households living in public housing, managed by some 3,300 public housing authorities.  Public housing waiting lists remain full (and in many cases, closed), and yet public housing programs continue to be seriously underfunded.  The HOPE VI program, whose goal is to upgrade and transform public housing into mixed-income, viable communities, needs increased support.

Since the end of World War II, federal housing policies have encouraged homeownership.  During this time, public and private institutions have developed the means to enable more and more American families to realize the “American Dream” of homeownership. The home mortgage interest deduction is now the largest single federal expenditure for housing.

Tax credits, direct spending and other federal guarantees in support of rental and special needs housing pale by comparison to resources available to support and encourage homeownership.

Last year, the federal government spent over $124 billion on housing subsidies.  About $97 billion was allocated for homeownership, which left approximately 21% for rental assistance.

So there is no misunderstanding, NHC firmly supports the policies and resources which support homeownership.  The Home Mortgage Interest, Individual Property Tax and Capital Gains deductions for individual homeowners should be maintained in their present forms.  And, institutions including the Government Sponsored Enterprises (GSE’s), FHA, private mortgage insurance companies and the nation’s mortgage lenders should be strongly encouraged to promote homeownership opportunities among minorities.

However, affordable rental and special needs housing should not be a second tier priority in this country.  We must find new ways to encourage the GSE’s, FHA and a wider array of private institutions, both for profit and not-for-profit, to do more to promote expanded rental housing opportunities (reinsurance, co-insurance, delegated underwriting).

The FHA should play a vital role in the execution of an affordable housing plan of action.  NHC supports efforts to streamline and improve the efficiency of FHA.  However, any effort to modernize or improve operational efficiency should not be undertaken if FHA’s core mission is eroded or diminished.  FHA should not be enhanced to compete with the GSE’s or others in the private market.  Conversely, the private market should not be expected or called upon to address special market needs that are clearly the responsibility and mission of FHA.

An affordable housing plan of action must also address and encourage a more effective integration of housing and regional economic development and growth strategies.  Large urban areas, including suburban jurisdictions,  are feeling the pressures on affordable housing exerted by a rapid growth economy.  Those who are grappling with the problems of traffic congestion, sprawl, the environment, child care, education and health related concerns must understand that affordable housing is at the center of any solution.

NHC supports efforts to promote housing policies which encourage self sufficiency.  Programs, policies and resources that strengthen linkages between housing and supportive services, as well as those that encourage homeownership counseling and education, should be supported and enhanced.

THE DOLLARS AND THE GOOD SENSE TO SOLVE THE PROBLEM

To meet the affordable housing needs of this nation, we need to reach general agreement that the problem is solvable, given the will to provide adequate resources and incentives.  We need to stop deluding ourselves that this is a problem that can be solved with current limited resources.  Incremental funding of current programs and long overdue increases for tools like the Low Income Housing Tax Credit, while useful, are inadequate to address today's housing crisis and in the process have put future generations at risk.

Resource discussions related to housing invariably and inappropriately focus almost exclusively on the size of the U.S. Department of Housing and Urban Development (HUD) budget.  While funding for HUD programs is an important part of the overall resource equation for housing, it is time to take a fresh look at the full measure of resources that are necessary to address the critical housing needs of more than 13 million families across the nation.   While some may believe it unrealistic to think we will be able to find the necessary resources to solve the critical housing needs of these families, it is hard to justify why we would attempt to do anything less.

NHC firmly believes that a truly comprehensive national affordable housing plan should encompass all families, from the poorest to the wealthiest.  However, as the first step we must concentrate on the 13 million families with critical housing needs.

NHC is taking the view that it is reasonable to expect that the critical housing needs of this nation can be solved by the end of this decade.  This will take political will and lots of money, but it can be done!

How much money is needed?  The short answer is that more than will be immediately forthcoming.  In that the overriding problem is lack of adequate resources, we must find a way to do better.  NHC is suggesting an approach for consideration.   For lack of a better term, we are calling it the Housing Balance Initiative.

HOUSING BALANCE INITIATIVE

Based on an April 6, 2001, report issued by the U.S. Congress Joint Committee on Taxation, the foregone tax revenue by the federal government attributed to the Home Mortgage Interest, Individual Property Tax and Exclusion of Capital Gains on Sale of Principal Residence deductions amounted to over $97 billion.  Approximately 87% of that benefit was received by 22 million families with incomes in excess of 120% of median income (this represents a little more than 20% of the total number of families in the nation).   Families with incomes below 120% received 13% of the benefit.  (NOTE: Approximately 60% of all U.S. families have incomes less than 120% of median income; conversely, 40% have incomes in excess of 120%.)

NHC suggests that a reasonable approach to determining the total federal expenditures for housing on an annual basis is to balance the amount received by families below 120% of median income with that of those above 120%.  The annual housing tax benefits accruing to the families with incomes in excess of 120% of median income would establish a baseline for annual matching federal affordable housing appropriations.  This approach serves two purposes.  First, it brings housing resources for those who need them the most to the same level as the benefits that go to those with lesser need. We are not advocating any reduction in the mortgage,  property tax or capital gains deductions for anyone!  Rather, we are advocating for greater balance and fairness in the manner in which total housing resources are distributed (i.e., increasing housing resources to families below 120% of median income).  Second, this approach increases the current level of funding available to those with critical housing needs in an understandable and pragmatic manner.  In doing so, it provides new dollars to support long overdue increases for current housing programs.

The following example illustrates the estimated total federal housing benefits going to families above 120% of median income compared to the expenditures for those below 120%.

	Current Allocation
	Percent
	Estimated Benefit

	> 120% of AMI68%
	$ 84 billion
	

	< 120% of AMI
	32%
	$ 40 billion

	Total
	
	$124 billion


	Proposed Allocation
	Percent
	Estimated Benefit

	> 120% of AMI
	50%
	$ 84 billion

	< 120% of AMI
	50%
	$ 84 billion

	Total
	
	$168 billion


Each year, the allocation would be determined by the previous year’s federal expenditure on the home mortgage, property tax and capital gains deductions.

THE BOTTOM LINE

NHC believes that any decisions as to how to specifically allocate additional affordable housing resources must be based upon relative situations among the 13 million families with critical housing needs, with the understanding that the needs of all of the 13 million families must be addressed.  We encourage the Commission to look beyond federal direct spending to increase involvement in affordable housing.  For example, the federal government should encourage and provide incentives for such initiatives as regional tax base sharing, employer assisted housing, and financial participation and involvement of employers whose interests are tied to the availability of affordable housing for their work force.  The possibilities for meaningful and productive innovations to produce affordable housing are too numerous to pursue in this paper, but at the risk of sounding like a broken record, we must repeat that all the innovation in the world will mean nothing without adequate resources.

For all the tremendous good the Millennial Housing Commission can do to help policy makers more effectively deal with the nation’s housing crisis, its efforts will be marginalized and undermined if there is no commitment to provide adequate resources to get the job done.  The Commission must make the case to the Congress and the American people for expanded  affordable housing resources.

NHC would like to thank the Commission for this opportunity to comment.  We would be happy to engage in any follow-up discussions as necessary.

