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America’s Prosperity: A Chicken in Every Pot

Visible evidence of
America’s alfluence
confronis us evenyday:
inadvertising for vaca-
lion travel and cell
phones, in discussions
about Roth |RAs and
407(k)s, in articles
about dysfunctionally
low unemployment,
and in children's ex-
pectations of continu-
ous coslly enlertain-
ment. Top executives,
enfrepreneurs. well-
educated professionals, and lotiery winners aren't the only
beneficianzs of the largesse. Middle-class and moder-
ale-income Americans are sharing in the fruits of pros-
perity. Admittedly. many workers haven't seen big wage
increases. But in a figh! labor market, employees enjoy
greater job security, and more options are available when
Ihey decide to swalch jobs. Most hooseholds - and indi-
viduals — have materially benefited from the recent eco-
nomic surge. And the new information age offers a sense
of limitless potential.

Meedless o say, people ol Ihe bottom of the economic
spectrum have not experienced the same growth in in-

http://www.novoco.com/Breaking_News/lendleasereport.htm (1 of 16)7/31/2006 2:37:25 AM

Meprrivd mat gpeodl porreveam of Keg fratees Jyuicas

come and asgels as
lhose at the lop.
Nearly one in four
American house-
holds still sams less
than $20,000. Work-
ers with litlle educa-
lion and/or limeted En-
glish fluency can cer-
lainly find work when
the unemployment
rate hovers around
4%, bul their jobs
don’l pay much. Fur-
thermore, low-wage
eamers are disproportionately affecied by health prob-
lems, family troubles, and mobility restrictions.

The country’s economic prospenty has been a mixed
blassing for these peaple — especially those who are renl-
ers. (Nearly two-thirds of all renters have low o very low
incomes.) As shelter costs rise and the stock of subsi-
dized units shrinks. renfal housing affordability worsens.
Demand for |ow-cost rental unils is steadily growing; but
the supply is contracting. As discussed toward the end
ol this paper, expansion of the Low-Income Housing Tax
Credil program would be one way to fill the vold.


http://www.novoco.com/resource.htm

Lend Lease Report

spectrum have not expenenced the same growth in in-

Did you miss Lend Lease'’s Autumn 1989 Commentary, titled Evolving America: Real
Estale's Damand Profile? It focuses on demographic changes in the early part of this new

———— century. To request a copy, e-mail commentary@lendleaserei.com or call 212.554.1600.

i

Dimensions of Our Affluence

« Americans have experienced real growth in boeth income and purchasing power since 1994

* (fi-he-boaks eamings add 3 minimum of 10% to average household income. In many
Incations, closer to 20% ol purchasing power is atiibutabla 1o the underground economy,

Census income statistics don'l Include non-cash subsidies and in-kind assistance (housing
subsidies, schood lunches, Medicaid) that improve living standards for the paor.

= Siricier wellara eligibility rules. combined with the coment labor shorage, are bringing many
marginally-skilled people into the work lorce.  Weltare caselpads ame al record lows; this
will mot be sustainable when the inevilable slowdown occurs,

= The economic boom has enlarged and broadened the ranks of the rich. Dot-com million-
ares e (he dadings of Feature wrilers,

Our waalthiast households are capluring an increasing share of tolal income and assals.

Although the ypical American family cerainly isn'l ich, its membess are living comlortably.
One in 10 households eams over $100,000 per year, 20% make over $75,000.

= [ncomes are lluid over sach Amesican's life span. incraaging as people gain educalion and
expesience, mave 1o new jobs, or aller their lilestyles, and then declining in thedr retirement
years, The genesal trend is loward greater alfluence

Mature adulls — age 43 1o 54 - are at their peak saming polential, The Babyboom cohort is
now reaching this stage, and its large numbers will heighten Amenca’s sense of economic
well-being.

Muore househalds are imvolved with the stock market than ever before — either a5 direct
investars In compodate equities and mutual funds of theaugh relirement plans.

ol only are incomes and net waorths on the rise, but hulure waalth iransfers 1o Babyboomers
andl Geneation Xers could tolal £7-10 tilllon o more by 2017,
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Real Income Growth

Households of all sizes, types, ages. and
faces ate enjoying increased purchasing power Figure 1
Just between 1997 and 1998, median incoms MEDIAN HOUSEHOLD INCOME: 1898
ose 3.5% Although 1998 was the lowh
consecitive year with fasl income gains, it was
fhe first year that hausehold income surpassed
1989's pre-recession peak'  There is every
reasan o believe that the 1999 numbess were
ven more cheery, Single parenls, women
emplayed full ime, and Hispanics all registered
abiove-gverage gains — though they have a long
way to go before calching up with sterestypical
households. Young people also did well,
benediting enoimausly liom technology's
prowth. Emply nesters cashed in capital gains
from equity investments, and seniors were

potected from assel emsion by Social Securily
indexdng and low inllation Source: Censys Bursaw, Current Fopulation Survey

A Half-Empty Pot?

= Single female parents earn less than half the median income of married couple families.

= Median household income for Afican-Amesicans and Hispanics still alls wedl below that of white non-Hispanics

= The housing s1ock allordable to financially struggling lamilies |5 sheinking, a5 rents rise fastes than inflation, subsi-
dized projects “opt oul” of the Section 8 program, and public housing wils are demolished.

* The Low-Income Housing Tax Credit (LIHTG) progeam is the primary federal funding sowce for affordabile new
umits. Yed the annual LIHTC allocation farmuda has not been increased sinca the program began in 1986

Many slates administering LIHTC allocations lavor projects serving the poarest households, shutting out low- and
miadesale-income working families.

Maderate-income senor citizens cannol find affordable rentals with the supportive senvices they need to remain
independent.

* The need lor low-cost rental housing will increase over the ned decade as the Babyboom Echo reaches adulthood

Afler epaiTng el Ol Gechnes. Defwoen 130N gugt TR0 medav dousshoid soore (e by 36% dom 135 o (3T

http://www.novoco.com/Breaking_News/lendleasereport.htm (3 of 16)7/31/2006 2:37:25 AM



Lend Lease Report

Top
s el

Why We Eeel Prosperous

We Americans ane
generally comionabie abou
o financial circumetances
Over 70% of respondents in a
January 2000 Gallup Poll
rated economic condifions as
*eocedlent™ or “good,” an
BNOMTIOUS INCIRaSE over
January 1992, when only
12% wene 5o positive. The
media are filled with stories
about how well we're doing
{or hiow lucky we are).
Consumer confidence is
strang, and families ane
willing to spend on large
houses. road warrior SUVs,
home thealer systems. and
newly remodeled kitchens
and baths. We raadily buy
ilems once cansidered
luxuries, and splurging on
Christmas gifis or getaway
weekends seems perfecily
acceplable

These visible signs of
posperity aren’t limited to
Iherich. The average
American lamily enjoys al
lieast the outward trappings of
posperity. vacations, upscale
clothing brands, home
compulers, dishwashers, air
conditioning. and cable TV,
Some households shelier

Fiquira 2
AMNATION OF COUCH POTATOES

Cabde TV (%)
aVCA s
Housshalds with
£ 0f Wore Tvs (%)
1 10 20 30 40 20 &0 0 8 90
" - ! 1030
Smurces: Telmsion and Cahie Fact book: 1008
Mretan Macha Resparch o 1900
FE— mg:,
)
mure vehicles than people! median nesw multitamily unil
Over the last five years. increased by neardy 100 The conlinued
home ownership rates square feet. Over two-thérds gxistence of
climbed as lamilies 100k of apartments are now built poverty {roubles

with two of more bedioms
Fawer alder unils are

advantage of reasonable
interest rates and alractve

financing terms. Fusther- overcrowded of dilapidated
more, homes keep getling than a decade ago - in pan
both bigger and grander, a5 because the average house-
seen in Figure 3. hold is smaller but also
Today's renters also because much of the nation's
OCoupy newer and more worst housing has ither
Spacious apanmenis. been renovaled, abandoned,

Between 1990 and 1997, the  or demaolished

us mare than
gisproportionate
wealth
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The average family is smaller
loday [han twenly years aj

{he typical new single-lamily

home is 25% larger

Figure 3
[ ¥ |'= ik e
WEDIAN FL

FAMILY HOMES

Top

Winners and Losers

Although all categaries al

households have benefiled
!'r|;-|1'| Ihe economec boom,
some have cerainly dane

COR AREA OF NEW SINGLE

beetler than olhers. The rich
have gatten richer. [So what
else is new?) Larger num-
Bers of households are in the
lop income brackeds, bul mol
becausa he poor are getting
poares. Peaple move up the
incomewaalth ladder as thay
get oldes, acquire work skills
and axpesience, save and
imvest. Eamings are grestest
for househaolds between ages
45and 54. What appears lo
be a growing gap between
fich and poor is partially a

2100 fesull of the huge numbes ol
o Babyboomers now in the their
-'_‘_'_,.r -
1,900 piime earming years. Thei
= incomes will laper off as they
2 1,700 age
1,500 Contrary to widely held
perceptions, [ow- and
1990 1995 199¢° moderate-income house-
halds have parlicipated in (he
CHANGING CHARACTERISTICS OF NEW HOMES boom and have Seen real
1980-99 prawth in eaming power. The
Parcent with 4 Percent with 2 Percent with prapartion of howsehalds
Or More Bedrooms Or More Baths Central Air Concitioning eaming less than $25.000 (in
1380 20% 7% b3% conskant dollars) is the sama
1950 29% 1'% 6% today as it was 10 years ago,
1995 W% §9% Bl% and lower than duing the
1999* 1% 13% B4% tecession years of the early
*Prediminary 13005 These households
did not &l luriher behind
Sowee: Cevisus Buraay
Top
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Figure 4
HOUSEHOLD INCOME DISTRIEUTION DURING THE ‘%0s BOOM
Parcent of Total Households by Income Bracket, 1995-1998

525,000 - 30,99

50,000 - S

UNDER 5,000 75,000 - $39.999
F100.0060 0K WORE

Note: The Census Bureay’s Crmend Popwiation Sorvey does nol break dowm
houselold incomes over § 100,000
income fevels are

higher —and growth
even stronger — than
Lensus Bureau
figures suggest. A lof

f American families
The Have-Nots are earning more
than they report

Source: Camsus Bureaw; Lend Lease Real Estale frvestmients

Thase who haven't fully enjoyed the fruits of prospesity share certain

demographic characlenistics. Lefl behind ane

* Recent immigrants and odhers with limited English lluency

= Single parents

« Adults who didn't graduate or failed fo confinue their education past high school

= Low-wage warkers unable 1o save and imvest

= Locationally-disadvantaged workers who can't get 1o whese the jobs are

* Those who borow oo much and are saddled with inferest payments

= Penple who would like 1o work steadily but are hampered by iliness, permanent
disabality, or f[amaly instability

* Henlers who are nol accumudating equily ina home

Top

http://www.novoco.com/Breaking_News/lendleasereport.htm (6 of 16)7/31/2006 2:37:25 AM



Lend Lease Report

More Income Than Meets the Eye

Thee is strong evidence
that income |evels aie highes
— and growih even slironper —
than Census Bureau figures
supgest. The Cencus
medsures money incame: il
doesn't count the value of
lood slamps, Medicaid,
housing subsidies, school
lunches, of other lkanslers
fhat bogst the purchasing
power of many pood Eamilies.
Similaaly, income data do not
include employer-provided
health inswfance and
Medicare coverage. Alsa,
Census statisfics ana pre-tax,
they don't consider eithes the
pqLaliang effects of a
pogressive L system or the
additional resources available
1o moderale-income working
lamilies {rom the sarned
income tax cradit

Equally imponant in a light
labor markel, skilled lrades-
peaple can easily moonfigh,
prolessionals can do consult-
ing, and |ow-wane workers
readily find second jobs
Oitentimes. such work is not
part af the lomal econamy
and isn't counted when
peaple repart thedr income to
the IRS of to the Census. The

underground econamy
benedits the affluent as well
a5 tha poor, but low- and
maderale-income house-
holds {including wellare
reciplents) are especially
aclive parficipants. The
Bureau of Labor Stalistics
1998 Consumer Expenditure
Survey indicated thal, on
average, households with
incomes below 530,000
spent more than they aamed
How do you explain thar®
Many retired people are
deawing down their savings lo
pay expenses, and soma
younger househalds arg
umdaubiled!y using detd 19
finance a lifesiyla they can'l
alfard, but a lot af Amesican
Lamilias are simgly earning
mire than they repon

Larger numbers of households
are in (he top income Drackels,
but not because the poor are
gelling poorer. Whal appears (o
be a growing gap between rich
and poor is partially a resulf of the
huge number of Babyboomers
now in their prime earning years.

Figure 5

WHO WANTS TO BE A MILLIONAIRE?

Number of Tax Retumns Filed with Adjusted Gross
Income OF One Million Dollars or More®

Source; nfarnal Revenue Sanvwee

# L ot G 0 Ol COMMBNARNG wilfy DAt AouSefiol! mOTs Sihmkifid
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Perceiving Prosperity
Muost Americans believe they are parlicipating in prosperity.
And fhe growing waalth of oiher people doesn'l bother them

The Gallup Organi zation's 1998 Social Aud! velded the
lollowing opinions:

« 7% ol Americans consider themselves 10 be either “lower
income™ of “poat,” a decrease from 30% in 1990, In
conkrast, 1% described thamsedves as “rich™ or “upper
income,” compared with 7% in 1990,

+ Abaut ane in low Amencan adulls identily themselves as
“have nis.™ Those who deling themsetves this way lend

o be low income, less educaled, single, renters miher U e b st bt sty s mond £ o s ishel”
|han owners, Alsican-fimerican or Hispanic, and they have 200, ke Py Sorv CarfoonBank com A ey reaeered
[ithe in the wey of personal wieslth
Figura &
= More Americans thought that the poor population was PER CAPITA GROSS DOMESTIC PRODUCT (GDF)
decreasing (and the rich population fmcreasing) in 1998 U.S. and Other Nations, 1997
{han 10 years earlies
= Americans do nat perceive a widening gap between haves United Stales 323,326
and have-nats Norway 526,771
) _ witzerand £25,902
= The mnl:nur_zﬂ ms!me ol paverty lrowbies us Japan £24 574
minte than dispraportionate weallh, Germany £27 49
« Most Americans believe Ihal our economic system is Auctralia £71,944
basically fair, offesing plenty of opportunity to succeed for France §71.293
[hose wikling to wodk hard * Europesn Union £20 546
United Kingdam §20 483
Perhaps Amesicans recognize thal, despile the existence of Koma §14 477

poverty, our standard of living i5 higher than thal o olher

malure economies in Westemn Eurape and the Far Easl, as Node: Cakiaiad on & "porchaitieg powss parly” batie

shown in Figure 6.
Sowrce: Drganization for Econamic Cooperation
and Deviopiment

! i ks pecnle i) oty aboed foesehold Snances modd of e sme dnT e Eecegft smonsy ke Ut Aecelules af Sofe e Joning B ek percea Der
laafon 25 worse Fan Ml of Mo pands, and' el Mmsifes 45 “poor” o ey oo
" T o wias conccied i 00 Spang of TS5 ancl cowane’ 007 skl vespondenis. Seguly wem mnoiind by Mo Galkp Miws Senace
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Building Assets for the Long Term

Middle-income lamilies
not just the rich - have
expenienced nat worlh in-
creases duning this economic
cycle. More househaolds are
aclive stock market pari-
cipants, either directly {as
owners ol corporate securi-
ties and mufual funds) of
indirectly (throwah individual
relirement accounts and
pension funds), As a result,
families in the $50,000 to
£75,000 income bracke! are
no longer exclusively
dependent on homs valie
appreciation to build weslth
Investment appariunities
once resticied (o execulives
in corporate America’s lop
echelons are now available to
middle managers, leachess
and construction workers

Yed wealth [5 still haavily
concentrated in the holdings
of our modst affiuent families.
Wwha are en|oying above-
average growth in both
income and assets. Stonies
of “stock marked millionaires”
and young high-tech refirees
abound.  Substantial irvest-

Waloe of gsefs mings Kaleies

menl gains, bath rexlized and
anlicipated (capital gains,
stock oplions), ane just part
of the stary, Skyrockeling
executive compensalion also
plays a role

Families af the lowest end
of the incame specirum are
umabde B0 save and build
wealth. According to he
Fedesal Reserve Board's
survey of Consumer Fi-
rances, median nel worth*
declined lor the lowest
income groups betwaen 1995
and 1998, Although mara

lew-income households are
participaling in the stack
market in some way, their
investments ara growing less
fapidly than those of meddle-
and upper-incomse Llamilies

Howsing equily continues
10 be the most impodtant
assel for low- and moderate-
income hormeownears. Raal
estate values ose belwean
1995 and 1998, b stock
ikt Gans were mode
dramatic. Families that didn’l
own siock were unable fo
fully participate in the

ECONHMIC baam

Although owning stocks
and real estate is importan
education is the dempgraphic
Lactos that comelates mast
highly wilh sarning powes
and wealth  The median n
worth of househalds with ona
o mofe collene degrees wenl
way up between 1995 and
1998, For those wilhout &
high schaol diploma, tamily
wealth diopped 13% in just
threa years — and 32% (in
vl dollars) in he ning years
between 1989 and 1998

Figure 7

MEDIAN AND MEAN NET WORTH BY INCOME LEVEL, 1908
Family Income Range’ Median Nef Worth  Mean Net Worth

(000s) {000s)

Uncer 10,000 § 36 $ 400
$10,000-824 999 $ M8 $ Ba6
$25.000-%49,909 % 603 $ 1354
£50,000-899 9949 1520 2755
£100,000 and up $£5108 $1.7278
All Families t 1B 5 2825

Sowrce: Faderal Reserve Board

* e Faeral Resane G5ed e i Tlameles 0 mch e Se adly' M e CRnsss Buimis uset sahont.
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Debrt Levels Rise

Household Indebtedness 15
o e rige, both in absolute
dollar terms and as a share of
income. In 1996, a typical
housghold's outstanding
loans totaled over $33,000,
an incraase of 42% ovef three
years earlier. Inand of itsell,
this isn't necessarily cause
for alarm. Houses cost mone,
s0 marlgages are largets,”
Also, until recently, low
martgage inlenast rales
encowaged homebuyers 1o

Iairow mode and enliced
owners Lo Lake out home
equity loans, The same was
Irue fod aio Inans, where
allraciive linancing lenms
caused consumers 1o say
“why not?"

Roughly three-fourths of
households have same [ype
of indetnedness, a shate thal
has nof changed of lale.
However, the propartion of
households with outstanding
credil card balances dropped

between 1995 and 1998, and
median card debt was only
§1,700. Most impartantly,
outstanding debl levels grew
mare slowly than the value of
assels dunng the recend
boom. 5o we've come oul
ahead . . . thus far. With
household balance shegts
increasingly dependsnl an
slock marked performance,
haowaver, economists worry
about 1he precarious nature of
our newlound confidence

Looking Toward the Future

Toa little attention is paid
fo the probable size of fulure
wealth fransfers, and even
less reseanch is locused on
ihe characleristics of
beneficiaries. Many Ameri-
can households will see their
mel worths escalaie as sizmble
inheritances are passed lom
today's fregal seniors to their
children and grandchildren.
The Social Weltare Research
Institute at Boston Caollege
calculates that nearly 26
million estates with an

angregate value of §17 10
£18 trillion will be probated
by 2017, and that &7 1o %10
trillion wall go to personal
heirs {as opposed 1o chani-
ligs, laxes, of other ex-
penses). The tanga of these
estimates rellects different
assumptions regarding waallh
growth, savings, and spend-
ing as Ihe population ages, as
well as Amenicans’ propen-
sity 1o make donations while
still living. More detail is
shown in Figuies 8 and B

Although owning stocks and
real esfate is important,
education is the demographic
factor that correlales most
highty with earning power
and wealth

Aol hn-Mats oF o7 Somapenen e Sorieoe oetd o fovme ey ees of el Moo -relaier gl accoenty B T of Sl howsiols sookedilevionss

10
Top
Page 11
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Figure 8

PROJECTED VALUE OF PERSONAL ESTATES Clearly. we can look
1008 TO 2017 toward substantial growth in
Midklle Serics Projecrion agoregala assets, even with

the conservalive assumplions
used by [he iesearchers, AS
Babyboomers age and
avemually pass thair ex-
panded estalas on to the
Echo Boomiers, (b tolal valug
of inhesitances lor the next 50
years could meach 3136
frillion. {Comgeare this to
1988's folal personal nel

258 MILLEKYN ENTALES

T [ 25.8 Mill; -
:E:t::: ':-":Iul: 5:Millleo woth of about $32 trillion. )

w— Hsgalive of zers nal worth Far those in the real eslale

W warth under 31 millon rsingss, this souce al

et worth o 31-5 million P

Mot worth wver S5 million wealth will unlock addimional

funds lor lelsure Hime
aclivines, second homes. and
relail purchases, \Whal is less
clear s which types of

Figura 8
PROJECTED TOTAL VALUE OF ESTATES AND BEQUESTS hotesahalds will bonell and
1988-2017 haw Inheritances will allect
Low Middle High the distribution of waakth
(5 Trillions) among Amenca's haves and

Gross Value of Estales 2116 $ 142 176 have-nots

Less Estate Feas & Taxes -2.3 -3.6 -4 6

Less Charitable Baquests 1.7 2.2 27
Beguests to Heairs 8 1 L B.5 $ 103

Note: Each scenano has oiferant assumphions regarding saving dSsaing 45 8
percent of wealth by age of howsshold head and by deqres of weallh, [n
gach successie scendario, assels prow al 2%, 7%, and 4%

Sourpe: Jahn J, Havens and Pa B, Schanwch, “Milionaves ang the Millennium
New Estimates of the Fortheoming Wealllh Transfer and he Prospects for
4 Golgen Age of Phaanttvopy, ” Basion College Socls! Wellare Research
Institule, October 19, 1999,

Top
Page 12
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Attordable Rental Housin

The Persistent Need

One in four American
households samed less than
£20,000 in 1398, Hall are
fenlers, Most of these
households would gualily as
“vedy low Income” fof
uposes ol determining
eligibility lor federal housing
agsistance  Anolher 14.3
million households eamed
between $20 000 and
30,000, and could be
desmed “low income” O
these, 42% are tenants.
Iedian incame fod renter
households was $25,395 in
1998, ar slightly over hall of
Ihe owner madian (347,920)

The supmly of fow-cost unsubsidired

renial units confinges fo ahifnae 35 renf ncregses
GUIpAce qrowih in renfer median ncoimes
of subsidized umls is a0 s
ncreasingly opd out of federal SuDSElY programs il search

ol agher refurns

SourcE The Sighe of e

Wty | ow-income fenlers
pose a special challenge
when the averall ecanomy is
strang and sheller costs are
fsing. Renl increases ane
outpacing inflation in all 23
metiopalilan areas (facked by
the Consumner Price Index
Consequently, rent giowth is
eclipsing income: gains for
the warking poar. The
numbe of low-income
hauseholds spending loo
much for shelter i5 rising,
whila the supply of affordable
unils is stalic al best —and
mare probably declining,

The sfock

Mg 35 |'.'r!.lj'-|-!'."'|'.|" WRErS

.

Figure 10
RENTER HOUSEHOLDS WITH INCOMES
UNDER $30,000;1908

£, 448 000

Nearly
20 'ﬂ!'{f} 57.7% of All Renters
Households
mm |Inder 510,000
s 510, 000-519, 900
£10,000-500,904

' e Consus Buresy esivmaod medan hoosehold income in 1558 af S38.885. Acoorliag i MUD stancians, houseihold inoome below BT% of M medisr iv 2 pans iocale 5
comadeey T ™ Wy bw-income” homehokts e les fum 50N of meciee. By, vitually of renty ofoides o peind & e "y bwincome”

* Abool Sl of al oesnholds paming sk £30,000 ae hdmeowners, cormpad mdl G55 ovirall A lape number OF Gl Amencing own e fomes: bie and Oear bef tave
Sew esleates 10 Ay by ARRERTE, aliles, g faes

Page 13
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How and lor the loreses-
ahle future, the ledesal Low-
Income Hausing Tax Credd
(LIHTC} is “the anly game in
lown™ lor producing large
mumbess of new, alfordable
imis. Since 1986, this
progiam has produced mare
Than one million apariments
lor very low-income house-
holds. Yet new 2l ocations
heve nol kept pace with
prowing needs. Congress
limited aach stte’s available
lax credils to £1,25 per caplia
back in 1986 — an amaur
that hasn'l been adjusted
ugrward as construclion cosls
fise.™ Ower 40% ol units
built wrsing LINTCs need
additional subsidies from
state of [ocal povemments 10
keap renls below the required
Mt ams

The LIHTC progiam
lechnically permits occu-
pancy by hauseholds saming
a5 misch as 60% of anea
median income, bul the
criteria for awarding credits
favor those projects that sel
aside units lor the very
poorest families {incomes

e Alabiona’ [ow-drartime haysing Cosibion suaporss iepslaioe (oo seceding Congresseonl scion) io increane B st B ool alocaions 1 57,75 per capl o inglen

S B0 nEEon

beelovw 50% of area median)
A single parent with a
minimuem-%age job or an
elderly couple on Social
Securily can wsually qualily

LIHTC projects can be
especially efiective in
praviding allardabile sheltes
for working lamilies wilh |ow
incomes because lenants pay
fixed bit madest rems. plus
udilities. Expanding both ihe
allocation and income
Lafgeling criteria could go a
long way toward aazing the
housing cost burdens of
Amedica's less allluan
working families

HUD stopped suppodting
new projeci-based Section 8
buildings years ago, and na
e vouchear commitments
were authorized by Congress
for the fouwr years from 1995
1o 1998 — just as the
housing maket was healing
. Alhough 50,000
wouchers were allocaled for
FY¥ 1999 and 100,000 for FY
2000, these subsidies are
almost exclusively lageted lo
two groups: tenants in
Section B buildings with

@xpinng subsidy confracts
and participants in wellane-
to-work initigtives.  Ths, the
new vouchers are not adding
much to the supply ol
altordable renltals

In 1938, Amenica’s housing Stock inchided 4.9
miion federally-subsidized units,” 2.7 million of
gl were 17 pubic housing oF proeci-tased
Sechion 8 buitdings. The remaining 2.2 milion unis
were sulsioired using Section & vouchers ar
certificales, other HUD programs, or Rural Wousing

Befween 1996 and 13465, owmers of 30,000
Section 8 unifs leff the program because e
confracts expired. Confracts for anolher ome miifion
units ferminate between 1999 and 2004, Many of
these buildings wil remain in ihe Section 8 program
far the fime being, buf their owmers can no longer
rely on long-term subsidy commitments. (Funds
must be anpropriated anmaily) When Section 8
projects “op! out™ and rents are raised fo marke!
lavels, tenamis may mol be able to find afioroabie
oplians in i corrent bulidings or elsewliera in e
markeiptace. In contrast, renf imifs and income
elgibilly guideings for he LIHTC program feman i
effect for 30 years,

Sovrce: Naronal Low income Housing Coalition

O inplging pls il s A A ol Imeast Lt of e T engram
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Furthermare, thiee-fourths of Section 8 vouchers must go
1o househalds eaming less than 30% of median income. ™ As
a result, working couples in minimum-wage jobs have a tough
lime finding housing subsidies. either through Section 8 of the
LIHTC program.

Some may question the need to build mose alfordable rental
imits al a lime when mare Americans than ever are becoming
homeowners. However, the evidence clearly shows that mos!
renters are no belter off than they wena in the first half of tha
19905

= Very low-income households (especial|y immigrants and
minoities) accounted lor the bulk of rental demand growth

= Renfer households” meadian income rose only 0.3% in real
dollars between 1996 and 1938, acconding fo the Census
Bureain And the Federal Resenve reports that their median
ned worlh was a paliry £4,200 in 1998, having declined
rom %5 200 in 1995,

« The Comsumer Price Index lor Residential Rent rose §.2%
between 1996 and 1998, compared with overall Inflation ol
3.0%, In 1998 alone, renl increases were double the rate of
inflatian

With eroding assels and no real income growth, poot
tenanis are espacially vuinerable (o the rent increazes thal
seem 1o go hand-in-hand with a beoming economy, Owners
of bette-gualily unsubsidized units find they can raise rems
hecause moderate-income lamilies have lew choices. In
addition, a portion of the invenitory of low-cost units is lost
every year through abandonment, demalition, or conversion to
non-residential use, A precise lally is diflicull, and the loss of
unils tends to be concentraled in less desitabla central -city
neighbiorfioods, However, we know thal the number of
households on waiting lists for public housing or Seclion @
cerilicatas is growing, and wail fimas are longet

Figursa 11
FOOD STAMPS AND TEMPORARY ASSISTANCE
FOR MEEDY FAMILIES (TANF)
30 IEEE S E RS,
5o | s Sl |
op [N EESSEEE
HUMEBER OF 20 ~ 4 HUMEES (F
FOOD STRMP RECFENTS r TANF HOLSEROLDS,
R LIRS i5 -] (MELLICRE)
10 I : 2
ok 1
El - S ——— ﬂ

"o Yoy "Ry Tags "oy "Wy Ty "oy "9 T Ty

Mofe: TANF i the program farmedy known &5 Aid o Familias willy Dependent

Chilgran (AFDC),

Sources: U5 Departments of Agricullire and Mealth and Human Sanvices

i reveing 25 % O awlae WOOCHRTS Can e DO I Ao carning op i ST of M s et oo
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The need lor low-cost
rental housing will cominue
1o grow, even in an era ol
mosperty. We have made
huge strides in carrecling the
phsical problems associated
with low-cost housing, but
The U.5. has yel o fully
confrant atfordability issues
Dermand lor moderately-
piced rentals will grow even
faster in this dacade. During
The 1990s, relafively lew
young adulls enfared the
renlal marked for the first
lime, but this will change as
the Babyboom Echa joins the
work lorce in lamea numbers,

Maoderate- and even
middle-incomea senio
ifizens who can no longer
live alone find it dificuli 1o
locate allordable apartiments
with the supportive senvices
they need. And while today's
wellare caselinads are al
tecord lows (because of more
stringent eligibility criteria
and an extraordinanly light
job market}, the inevitable
economic slowdown will put
many unider-educated
workers hack on (he waiting
lists for subsidized apan-
ments.

The L. §. Department of Housing and Urban Developmen! estimaltes that 5.3
million Amevican households have “worst case ™ housing needs, meaning thal
they have very fow incomes, pay more than half their income for housing or live
in severely substandard units, and receive (g housing assistance from govern-
ment agencies. (These are in addition fo the occupants of the 4.9 mithon
federally-subsidized units.}

“Sure, e nersd affordbie

houming— st 12 fomyp i doesnt T
come af te expenne of | Aoy, ”

el New Torksr Colector 1500 Dana Fadon, iom CartsonBank com
& gy resEey

Poor lenanls are especially vulnerable (o
the renl increases thal go hand-in-hand
with a booming economy. The need for
fow cost rental housing will confinue lo
grow, even in an esa of prosperily.
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All material on the Novogradac & Company LLP web site is for informational purposes only and should not be construed otherwise. Advice and
interpretation regarding the LIHC or any other material covered on this web site can only be obtained from your tax advisor. No portion of this material
may be reprinted without permission of Novogradac & Company LLP. © Novogradac & Company LLP 2001 - All Rights Reserved.
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