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Abstract

The number of rent burdened households in New York City has increased significantly in the
past three decades. This study examines the effect of affordable housing construction with
regulatory agreement on neighborhood economic development and housing indicators. It
attempts to disprove the myth that the construction of affordable housing leads to neighborhood
decline. The changes in census tract variables on thirty, twenty, ten, and zero year intervals are
regressed with the number of subsidized affordable housing units built per tract. Bivariate
regression modeling was utilized for this study in an attempt to isolate the number of units of
affordable housing which were added by tract to determine the specific effect of one variable,
affordable housing units, on numerous housing and economic indicators. The results indicate that
the type of regulatory agreement associated with the affordable units, the tenure of the residents,
and the status of the developer all play a role as related to changes in housing and economic
indicators. Additionally, various levels of changes are seen as occurring longitudinally, with the
greatest positive effects of affordable housing unit construction seen at the ten and twenty year
stages. From their respective categories, LIHTC, owner-occupied, and non-profit developed units
yielded the strongest positive neighborhood housing and economic effects. However, the results
of these distinctions were not ubiquitous across time frame or for every dependent variable
examined. Overall, this study shows that subsidized affordable housing units are not equal in
creating or preserving neighborhood economic and housing conditions, but rather are distinct in
their actual effects based on a multitude of factors. This is in contrast to the overall negative
perception of all subsidized housing units leading to neighborhood decline, destabilization, and

sinking property values.
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Background

AFFFORDABLE HOUSING CRISIS

Affordable housing continues to be one of the largest challenges for contemporary urban
planners. As metropolitan areas around the country have seen an increase in population and the
influx of younger residents into the city cores, the pressure on housing supply has grown (Baker
et al., 2016). This pressure has been disproportionately placed on the rental housing market as
homeownership rates have declined nationwide for nearly a decade, dropping from 69 percent in
2004 to 63.7 percent in 2015 (Baker et al., 2016). A simplified version of a macroeconomic
market would suggest that as demand raises price follows and therefore an increase in supply
must combat this. However, the increase in supply has not been able to keep pace with the
increase in demand at both the national and New York City level. As a result, rents have
outpaced inflation leading to an increased percentage of renters being cost burdened. The factors
of unaffordability, cost burden, and shortage in supply are amplified in the United States largest

metropolitan areas (Baker et al., 2016).

Often, the purpose of the urban planner is to work with the free market and put policy
initiatives in place to improve quality of life for citizens of their city. This paper will focus on the
affordable housing market in New York City. More specifically, it will examine previous federal,
state, and city programs that created affordable housing units with regulatory agreements and the

resulting neighborhood changes that ensued.
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A CHANGING NEW YORK

The New York City of 2014 had over half of its residents living with rent burden.* As a
result, affordable housing initiatives became one of the focal points of the recent mayoral
campaigns (Cheney, 2016). This represented an extreme shift from the 1970s when New York
City was experiencing major urban decline. Between 1970 and 1980, it is estimated that New
York City lost about 800,000 people or approximately 10 percent of its population (Schill and
Daniels, 2003). A stark contrast between the two time periods has not only been the drop in
population and crime rate, but the reoccupation of the city and the conversion of formerly vacant
and abandoned properties into livable housing units. Specific neighborhoods such as
Williamsburg/Greenpoint and Morrisania/Crotona saw price appreciation of properties over
600% between 1970 and 2006 (Furman, 2008). Although some neighborhoods saw more
dramatic economic development and reoccupation than others, the overall city trend showed
property value appreciation averaging around 250% between 1974 and 2006 (Furman, 2008).
With the appreciation of property values, owner-occupied households tended to benefit while
renters suffered. Since New York City is a majority renter-occupied city, millions of its residents
felt the pending affordability crisis. The increasing rents in New York City greatly outpaced the
national average. During the Bloomberg administration, from 2000 to 2012, “median apartment
rents in New York City rose by 75 percent, compared to 44 percent in the rest of the U.S.”

(Stringer et al., 2014).

Numerous theories attempt to describe why New York City came into resurgence during

this period. Researchers have ranged from attributing it to the strength of collective efficacy

! As defined by HUD, a household which is rent burdened is one in which the occupants pay 30 percent or more of
their income for housing (HUD, 2015). For the purpose of this study, the 30 percent threshold will be used to
define whether a household is considered to be rent burdened.
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amongst community development corporations, the “broken windows” theory, the changing
preferences of a new generation to move back into the city, and the inner cities utilizing their
competitive advantage of location and transportation in an efficient manner. (Porter, 2016,
Saegert and Winkel, 1998). This paper will not focus upon validating or dismissing these or
other proposed theories of neighborhood change. Rather it will test the hypothesis that it was the
construction of affordable housing that acted as a catalyst for localized neighborhood economic
development. It will attempt to show that affordable housing construction acts as a stabilizing

force as compared to disruptive one.

Research Question

AFFORDABLE HOUSING AND ECONOMIC DEVELOPMENT

In order to provide validity for the argument, affordable housing will not be painted with
a broad brush, but rather broken down into categories for comparison. Utilizing the Subsidized
Housing Information Project (SHIP) database, this paper will categorize and classify affordable
housing developments in New York City. The location of the project alone will not be the only
factor which is assessed, but rather the details of the development. Properties are separated into
the following categories in order to examine the impact of different types of affordable housing

construction on neighborhood housing indicators and economic development:

1) Type of regulatory agreement (LIHTC, project based Section 8, Mitchell-Lama)

2) Tenure of residents (owner-occupied cooperative units vs. rental units)

3) Developer (private vs. non-profit)
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These types of affordable housing units will be used in bi-variate regression models that
compare their construction and regulatory agreements to numerous factors associated with
economic development and the overall housing stock. The list of economic development factors

includes the following:

e Median household income

e Per capita income

e Number of people in poverty

e Number of people unemployed

e Number of people with a high school degree or less

e Number of people with a bachelor degree or more

e Number of people classified as professional employees

e Number of people classified as manufacturing employees

e Number of people classified as self employed

The housing indicators which will be examined include the following:

e Number of housing units

e Number of vacant units

e Number of occupied housing units
e Median home value

e Owner-occupied units

e Renter-occupied units

e Median rent

e People living in structures that were built more than 30 years ago
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e Household heads who have moved into their unit less than 10 years ago

e Rent burdened households

The hypothesis being studied in this paper is the amount of neighborhood level economic

development, which can be attributed to affordable housing construction.

As New York City once again became a desirable place to live for millions of citizens,
the availability of units affordable to the average New Yorker dropped dramatically. During this
time, the role of government involvement in the housing market evolved as well. Housing plans
put forth by Koch, Dinkins, Guiliani, and Bloomberg will be analyzed to determine their relative
effectiveness at creating and preserving affordable housing units within different spatial
boundaries. A discussion of the housing plans will be included in results and analysis section of

this paper.

Literature Review

PERCEPTION OF AFFORDABLE HOUSING

Overall, the perception of affordable housing construction and the residents who live in
these units in the United States is overwhelmingly negative. It is often perceived that the
construction of affordable housing units will lead to negative impacts on property values, racial
transition, poverty concentration, and a raise in crime (Freeman and Botein, 2002). This creates a
sense and attitude of NIMBYISM in many neighborhoods when there is proposed construction
or expansion of affordable housing programs. As a result, many units that receive subsidy tend to

be concentrated in areas that also experience high rates of poverty (Owens, 2012). The question
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then becomes whether or not these affordable housing units are actually generating the perceived

negative impacts often associated with them.

The literature on this topic suggests that these negative impacts can vary and will only
impact the neighborhood in the previous discussed manner in particular situations (Freeman and
Botein, 2002). There is not one overarching effect that the construction of affordable housing
has, either negative or positive, on the surrounding neighborhood as a whole. Many studies have
been conducted which attempt to compare factors such as property values, poverty concentration,
and crime rate before and after the addition of affordable units and the results between the
studies about the effects are varied. (Freeman and Botein, 2002). For example, one study which
examined subsidized housing construction in Minneapolis, found negative property values
associated with newly added public housing and privately developed subsidized housing, but saw
increases in property values for subsidized units associated with a community develop
corporation (Goetz, et al. 1996). Another study which examined impacts of various types of
subsidized housing including Federal Housing Administration (FHA) housing, LIHTC housing,
Section 8, and public housing in Philadelphia found varied results based on the type of housing
the program was associated with (Lee, et al., 1999). It concluded that owner-occupied subsidized
housing had positive effects on property values while the other varieties generally displayed
negative effects based on different levels of proximity (Lee, et al., 1999). The two above
mentioned studies are a glimpse at the plethora of literature which has attempted to answer the

question of exactly what are the neighborhood level effects of affordable housing construction.

Beyond just the property value perception, which can often be the largest deterrent of
adding subsidized units, in particular for neighborhoods which have a higher level of owner-

occupied units, there are other questions related to crime and poverty concentration. For the
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question of poverty concentration, as related to NIMBY ISM and the resistance to affordable
housing construction, the fear is that the subsidized units will lead to a spillover effect of poverty
in the surrounding area. Frequently the perception will be that not just the tenants who are living
in the subsidized units will be low-income, but rather it will attract more impoverished residents
to the area in which it was constructed (Freeman and Botein, 2002). Once again, the results of
different studies on this topic showed variation between the perceived and actual effect. In some
instances including a study conducted by Lyons and Lovebridge as well as Puryear, there were
increased concentrations of poverty in areas with affordable housing construction. By contrast,
other studies which attempted to answer the same question by controlling for additional variables
such as quality of housing or type of units constructed saw some positive impacts relating to

deconcentrating of poverty (Galster, et. al, 1999 and Santiago et. al 2001).

There are varied results about the actual impacts of affordable housing on numerous
economic and housing variables, but the perceived impact remains relatively constant. People are
opposed to affordable housing construction for fear that it will impact their property values and
bring neighborhood decline (Freeman and Botein, 2002). The difficulty in the studies reviewed
lies in separating out the residents of the subsidized units from the largest population when
conducting analyses. In this study, the perceived impacts will be compared to the actual impacts.
In order to account for the measure of impact, it will be conducted longitudinally, examine
multiple dependent variables, and subsidized units associated with different programs to see if

the perceived changes are true under certain conditions or if the perception is largely a fallacy.

AFFORDABLE HOUSING PROGRAMS

In order for affordable housing construction to occur, there must be market forces or

government interaction to both finance and develop such properties. Over the time span in which
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this study will explore, there have been several major initiatives to fund and preserve affordable
housing with regulatory agreement in New York City. For the purpose of this study, the
programs that will be examined include Mitchell-Lama, Project-based Section 8, and Low
Income Housing Tax Credits. There have been other initiatives primarily focused around tax
exemption and include provisions such as Section 221, J-51, 421-a, Section 202/811, and Section
223 (Furman Center, 2015). Although tax exemptions have potential to play a large role in
whether or not a developer and financer decide to invest in affordable housing units, examining
these programs is outside the scope of this study. Additionally, the approximately 180,000 public
housing units owned by the New York City Housing Authority (NYCHA) will not be included in
the quantitative analysis for this paper. The primary reasons for their exclusion is that under
current conditions, although perhaps soon to be altered soon by HUD’s Rental Assistance
Demonstration (RAD) program, public housing is owned and operated by the federal and city
government (NYCHA, 2016). Therefore, although its construction has the potential to spur
economic development, it does not require the same market conditions as those developed by

companies in the private and non-profit sectors (Bryon and Gebre, 2014).
Mitchell-Lama

The Limited-Profit Housing Companies program, which is commonly referred to as the
Mitchell-Lama program (and will be for the duration of this paper) was intended to provide
public assistance for private investors and developers looking to construct working-class and
middle-income housing in New York City (DeSalvo, 1973). Starting in 1955, types of public
assistance for the Mitchell-Lama program included property tax exemptions and long term low-
interest rate fixed mortgages and capital (DeSalvo, 1973). As a result of the program, there are

still approximately 57,000 occupied Mitchell-Lama units in New York City today that are still
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under a form of regulatory agreement (NYC Rent Guidelines Board, 2015). The reason Mitchell-
Lama varied from other rental subsidy programs was the ability for the tenants in its buildings to
form a cooperative and convert the units from renter to owner occupied. However, in doing so
the project would lose the “favorable mortgage and the tax exemption” applied to the
development from its inception (Sweet and Hack, 1989). During the late 1970s and early 1980s
many of the buildings constructed under Mitchell-Lama in New York City decided to opt out of
the program. The perception was that the project was no longer receiving special subsidies and
was still being subject to comprehensive state regulation. However, the only option to opt out of
the program was to convert the project from a rental building to a cooperative (Sweet and Hack,
1989). In opting out of the program and becoming cooperatives, there are numerous Mitchell-
Lama projects in New York City, which are now classified as owner-occupied. Studies
conducted on the effect of Mitchell-Lama projects on surrounding neighborhood property will be

further discussed in the conclusion section of this paper.
Section 8, Project-Based vs. Tenant-Based

Section 8 vouchers are a major source of federal subsidy which creates affordable
housing units with rent and income restrictions. There are two types of Section 8 vouchers,
project-based and tenant-based. The basic premise for a tenant-based Section 8 voucher is that an
individual pays 30 percent of their income toward rent and the Section 8 voucher provided by the
United States Department of Housing and Urban Development (HUD) covers the difference
between 30 percent of that individual’s income and the fair market rent which is set at the 45™
percentile for the respective metropolitan statistical area (MSA) (HUD, 2016). A tenant-based
voucher can therefore move with the tenant as they change residences within the private rental

market. For the purpose of this study, the focus will be upon project-based vouchers as they are
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associated with a building and not with an individual. The premise behind a project-based
Section 8 voucher is similar to that of the tenant-based voucher program in that the tenant is only
required to pay 30 percent of their income for rent and the rest is subsidized by HUD to reach the
fair market rent for the respective MSA. However, the difference is that the rental contract is
associated with the property and not the individual (Furman Center, 2015). In New York City,
project-based Section 8 vouchers have been a major source and method used to achieve

affordable housing units from 1977 to the present day (Furman Center, 2015).

LIHTC

Currently the most prominent source of subsidy from the federal government are Low
Income Housing Tax Credits (LIHTC) (Cohn, 2016). These credits are distributed as either 4%
as of right credits or 9% credits. The major difference between the 4 percent as of right credits
and the 9 percent credits are the eligibility of use with other tax credits, the competiveness of the
application process, and what percentage of the project it can finance. For example, the 4 percent
credit is given when the majority of the project is financed with tax-exempt bonds, can be used in
conjunction with other tax credits, is a non-competitive process, and is intended to cover 30
percent of the acquisition or construction costs. In contrast, the 9 percent credit is a competitive
process, is only given when there are no additional tax credits, and is intended to subsidize 70
percent of the development costs (Amdur, 2008). Similarly, both tax credits are generally
allocated for 10 years of operation and the amount of credit availability is determined by the

Federal government based on the population of the respective state.

A tax credit based system allows a dollar-to-dollar reduction in the amount of federally
taxable income for a developer. However, if a direct subsidy or grant is given to a project a

developer will still be responsible for paying federal income tax on that subsidy. Additionally, a
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tax credit system allows for a variable amount of dollar-to-dollar investment that will be matched
based upon the project cost. In contrast, a direct subsidy generally only allots a specific amount
of capital and is usually not contingent upon the amount of equity the developer puts in (Desal,

et. Al, 2008).

In order to initially qualify for a LIHTC credit a regulatory contract must exist which
includes at least 20% of the units renting at 50% AMI or at least 40% of the units renting at 60%
AMI. Additionally, to keep the LIHTC properties must obtain income proof from their residents
on an annual basis and submit it to the state agency whom is allocated to regulate the properties.
If a LIHTC project is found to not meet the income requirements for their units than the IRS has
the power to take back previously given tax credits and prevent the project from receiving them

in the future (Amdur, 2008).

The subsidy programs and resulting housing units with regulatory agreement which will
be examined for the purpose of this study include Mitchell-Lama, Project based Section 8, and
Low Income Housing Tax Credits. Both renter occupied and owner occupied projects associated
with these subsidies will be examined and separated during the quantitative analysis. Further

explanation about the processes of analysis can be found in the methodology section.

THEORIES OF NEIGHBORHOOD CHANGE

The literature review will serve as a basis for discussion related to theories of
neighborhood change and their application to this paper’s research question, determine variables
to examine when defining economic development, discuss the current trends in the affordable

housing market, and methods to incentivize affordable housing preservation.
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Ecological/Filtering Model

Three theories relevant to neighborhood change that will be discussed in this section for
the purpose of a connection to affordable housing development and preservation are the
ecological, political economy, and socio-cultural models (Galster and Rothenberg, 1992, Temkin
and Rohe, 1996, Sampson, 2013). Based on the ecological theory of urban change, a city is
viewed as a living organism, which has distinct parts bonded together by internal processes.
Therefore, this model believes that neighborhood change is inevitable and government
interactions work solely to expedite or slow down this inevitable process (Galster and
Rothenberg, 1992). In relation to the housing market, the ecological model defines a process of
filtering. The filtering process is the trickling down of lower rents through the construction of
higher end rental and for sale housing. Based on the ecological and filtering models, the best way
to address the affordability crisis would be to construct high-end residential projects and have the
costs and benefits “filtered” down to the lower income residents of the city (Galster and
Rotheberg, 1992). The problem with this model is the over simplified view of the housing
market and the removal of human agency as well as political aspects out of the equation. This
model also failures to acknowledge larger, city-wide or nation-wide trends and preferences

which may be changing the demand side of the housing market.

Political Economy Model

Political economy is a theory of neighborhood change that has applicability when
describing how affordable housing is constructed. The model states that developers and
politicians are the primary individuals who control the way a city is shaped and evolves.
Politicians in this model are being driven solely by votes and a desire for power, while

developer’s sole goal is financial gain (Temkin and Rohe, 1996). If explored in its basic concept,
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the political economy model of neighborhood change describes why the construction of
affordable housing with regulatory agreement occurs. A politician will be likely to promote
affordable housing construction if she or he believes it will improve their chances of re-election
and a developer will construct these units as long as she or he can do so for financial gain. This
model also explains the location selection of affordable units. Placement would be
disproportionately located in low-income neighborhoods as these areas have lower land costs for
the developers to turn a larger profit and a greater need for the product creating more leverage

and incentive for the politician.

Social-Cultural Model

A third theory of neighborhood change is social-cultural. Related to this is the idea that
collective efficacy amongst individuals in an area, even if that area is of high concentrated
poverty, can lead to positive social and economic benefits (Sampson, 2013). For the purposes of
this study, collective efficacy may help explain the economic revival of areas of New York City
previously defined by extreme blight. As the number of residents in an area increases through the
renovation of vacant buildings and the construction of affordable housing, there is potential for
the sense of community to grow. When citizens of an area work to stabilize a neighborhood, they
have the ability to gain collective efficacy and continue to improve social and economic aspects
of that area (Sampson, 2013). The theory of strong social ties and collective efficacy improving
neighborhood indicators will work to supplement the idea that affordable housing construction
acts as a catalyst for neighborhood economic development. It will view the process of social
cohesion as one which is somewhat exponential as the neighborhood begins to stabilize.

Therefore, having the potential for citizens to maintain this collective efficacy power to not only
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stabilize, but prevent displacement once the economic development indicators reach a level of

what can be defined as gentrification.

AFFORDABLE HOUSING DEVELOPMENT AND TRENDS

Defining and Measuring Economic Development

For the purpose of this study, various economic, housing, social, and educational
characteristics that define neighborhood conditions and development will be compared to the
number of affordable housing units built using bi-variate regression modeling. The development
variables will be analyzed over the course of different periods to determine the potential role
affordable housing construction plays in changes of such development indicators over various
time frames. A further discussion of the variables chosen and the reasoning is in the
methodology and results section of this study. (Lynne et. al, 2006, Galster et. al, 2005, Swain and

Hollar, 2003, Sawicki and Flynn, 1996, Gould, 2010, Freeman, 2005).

Current Trends: Mixed-Income Housing

A current stream of thought amongst developers and politicians alike is that the most
efficient way to build an inclusive city and address the affordable housing crisis is the
construction of mixed-income housing (Patricia, 2012). It has been found that creating mixed-
income housing has been effective in retaining middle-income households and creating diversity
in racial and ethnic demographics (Schwartz and Tajbaksh, 1997). Additionally, mixed-income
housing has the potential to create employment benefits for the low-income households within
the mixed used development (Schwartz and Tajbaksh, 1997). Previous programs such as HOPE
VI, which attempted to create mixed income neighborhoods by providing vouchers to residents

of low-income neighborhoods to move into wealthier ones, have generally shown little positive
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effect for the low-income residents (Briggs, 2008). Scholars have been critical of the concept of
addressing poverty by dispersal processes (Briggs, 2008 and Fraser et. al, 2013). Instead, it
appears the more efficient method of creating a mixed-income neighborhood is the integration of
units with regulatory agreements with ones renting and selling at market rate. This will help to
create the benefits of a mixed socioeconomic neighborhood without the need for residents to

relocate. (Fraser et. al, 2013)

The Importance of Preserving Affordable Units

In addition to forces which help to create new affordable housing stock in New York
City, there are also methods which are in place to preserve existing affordable housing. There is
an array of new programs that have recently been established by HUD and FHA to address the
gap between supply and demand in the affordable housing market by incentivizing the
preservation of units (Kimura, 2012). These programs include Rental Assistance Demonstration
(RAD), the FHA Pilot Program, and the Nonprofit Sales Proceeds program, all of which shift
from public to private sector financing and simultaneously encourage a growing number of non-
profit entities to become involved in the affordable housing market by increasing their incentives
(Kimura, 2012). The impacts of these recent programs on the residents who rely on affordable

housing and the surrounding neighborhood have yet to be determined.

Although these programs have not impacted the market to a large enough scale to have
them be evaluated in this study, they represent an important aspect of affordability housing
which will be explored: the length of regulatory agreements and the importance to preserve units
as much as to build. This theory is why this study will explore projects with affordability
agreements enacted across different decades as oppose to merely focusing upon new construction

projects. As neighborhoods experience changes through an influx of new residents or localized
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economic development, it is essential for affordable housing preservation programs to keep units
affordable to different socioeconomic classes of individuals. Preservation is essential due to the
lack of capital often associated with the new construction of affordable housing units (Wallace,
1995). Affordable projects experience this lack of capital due to tax credit and grant programs
only making up a portion of new development costs. Therefore, affordable housing developers
are required to seek permanent debt from a variety of capital sources (Wallace, 1995). Perhaps
the reasoning of a preference of new construction is the idea of visible impact. Following the
political economy theory of neighborhood change, a political representative of a community will
have more perceived impact if they are able to point to a new affordable housing project as

compared to the preservation of units.

Methodology
SELECTION OF TIME FRAME

This thesis will analyze the extent to which affordable housing construction acts as a
catalyst for neighborhood economic development. Within the analysis, an examination of
nuances between different types of affordable housing programs and the tenure of housing
residents will be further examined. The study will focus on the comparison of all census tracts
within New York City between 1980 and 2010. Census tracts which experienced affordable
housing construction during or prior to this time frame? will be compared with those which did

not to examine the resulting degrees of economic change.

? Analysis includes Mitchell-Lama and project-based Section 8 units which were constructed as early as 1957
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The reason for choosing this period is rooted in the massive economic change,
reoccupation, and population growth that occurred in New York City during these 30 years.
Housing was at the forefront of this change and included city-wide housing plans enacted by
different mayors including Koch’s 10-year Housing Plan of 1986, Dinkin’s and Giuliani’s
extension of Koch’s 10-year plan in combination with reduced government regulation,
Bloomberg’s New Housing Marketplace Plan of 2003 and expansion in 2008. The longitudinal
nature of this study will give it validity in attempting to identify the effect of affordable housing
development on economic development since neighborhood change as defined by planning
theory models such as filtering, social capital, and political economy can often take decades to
occur. Examining the data divided by political cycles will also allow for the comparison of the
effectiveness of different housing plans and initiatives on neighborhood level economic

development.

QUANTITATIVE METHODS

For an effective comparison to be made, the first step is to identify census tracts, which
have experienced affordable housing construction and identify ones which did not. In order to
complete this, all affordable housing projects located in the Furman Center’s Subsidized Housing
Information Project (SHIP) database will be plotted using latitude and longitude coordinates and
spatially joined to the census tract in which it is located. All of the affordable housing projects
will be joined to the 2010 census boundaries. Additionally, all census variables from 1980, 1990,
2000, and 2010 decennial Census’ will be split or consolidated based on the 2010 Census
boundaries. For an accurate redistribution of census information, Logan et. al, use a combination
of previous methodologies by utilizing both aerial and population weighting to redistribute

census variables for tracts which have changed boundaries (Logan et. al, 2014). In order to
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account for census tracts which have changed boundaries during the time frame of the study, the
longitudinal census tract boundaries and aggregated data published by Brown University will be

utilized for this study (Logan et. al, 2014).

Economic factors and their resulting changes over time on the census tract level will include the

following:

e Median household income

e Per capita income

e Number of people in poverty

e Number of people unemployed

e Number of people with a high school degree or less

e Number of people with a bachelor degree or more

e Number of people classified as professional employees

e Number of people classified as manufacturing employees

e Number of people classified as self employed

The housing indicators which will be examined include the following:

e Number of housing units

e Number of vacant units

e Number of occupied housing units
e Median home value

e Owner-occupied units

e Renter-occupied units

e Median rent
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e People living in structures that were built more than 30 years ago
e Household heads who have moved into their unit less than 10 years ago

e Rent burdened households

These housing and economic variables have been identified through a literature review as
indicators of quality of life as well as aspects that are associated with changing economic
conditions in a neighborhood (Lynne et. al, 2006, Galster et. al, 2005, Swain and Hollar, 2003,
Sawicki and Flynn, 1996, Gould, 2010, Freeman, 2005). These categories will constitute the
dependent variables in this study. The number of affordable housing units constructed will serve

as the independent variable.

Quantitative techniques will be employed in this paper to see the extent of the
relationship between what is defined as “economic development,” the dependent variables, and
the construction of various types of affordable housing projects, which will serve as the
independent variables. The purpose will be to identify the rate of change for the different
dependent variables by using bi-variate regression modeling to determine what extent of this

change that can be attributed to affordable housing construction.

The purpose for choosing bi variate regression modeling as the element of analysis is an
attempt to separate out the sole effect of the construction of affordable housing units on
neighborhood change. Since all of the regressions conducted in this study are done in the bi-
variate format, it is an attempt to remove other variables that may have an impact on the results.
For example, there is potential, and can likely be assumed, that other variables besides the
number of subsidized units in a census tract played a role in the change of housing and economic

indicators on the thirty, twenty, ten, and zero year time scale. There are a multitude of factors
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which lead to neighborhood change and it is not the purpose of this paper to either list them or
explore why and how they occur. Rather the purpose of this study is to examine the effect of one
variable, number of subsidized units, and its effect on numerous economic and housing
indicators. By solely using the number of units associated with different programs as the
independent variable of the study, it attempts to distinguish this variable and determine its

specific impact on neighborhood change.

In order to improve the validity of this study, the types of affordable housing construction
will be run separately in the regression models. The comparison of affordable housing units by

type will include the following:

e Regulatory agreement
o LIHTC
0 Project-based Section 8
o Mitchell-Lama
e Tenure of residents
o Cooperative (owner-occupied)
0 Rental (renter-occupied)
e Type of developer
o For profit developer

o0 Non-profit developer

Additionally, the number of units which were constructed during different mayoral terms will be
examined. The time frames for the terms and associated affordable housing units which will be

examined include the following:
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e Mayor Ed Koch (1978-1989)
e Mayor Dinkins and Mayor Guiliani (1990-2001)

e Mayor Bloomberg (2002-2013)

Mayor Dinkins and Mayor Guiliani’s terms are combined into one term for the purpose of
this study based two reasons. First, neither mayor had a distinctive housing plan which was
published as compared to other mayor’s during the time period being examined. Second, based
on the decennial Census data, it is not methodological feasible to examine the separate effects of
Mayor Dinkin’s term between 1990 and 1993 as compared to Mayor Guiliani’s term which ran
from 1994 to 2001. Additionally, examining the most recent housing plan, Housing New York,
published by Mayor de Blasio in 2016, is outside the scope of this study as its aim is to examine
the long-term economic effects of affordable housing development on economic indicators

between 1980 and 2010.

After determining the strength of relationship between the independent and dependent
variables, this paper will draw upon planning theory to explain the extent to which affordable
housing construction worked as a stimulus for localized neighborhood economic development.
Additionally, the spectrum of affordable housing projects identified as the independent variables
will be scrutinized to determine their relative levels of success and failure in producing sustained

positive economic change for neighborhoods.

Results and Discussion

The bi-variate regression results of affordable housing construction as related to

economic development are separated into tables based on type of regulatory agreement, tenure,
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and the classification of the developer. Within each classification of affordable housing units,
various time periods are examined. For each classification of affordable housing units, bi-variate
regression models were run for all units constructed between 1955 and 2010 as compared with

census variables for the following time frames:

e Variables from the 2010 decennial Census
e Difference in variables between the 1980 and 2010 decennial Census’
e Difference in variables between the 1990 and 2010 decennial Census’

e Difference in variables between the 2000 and 2010 decennial Census’

The purpose of examining variables changing between time frames is to see the longitudinal
effect of affordable housing construction. Based on planning theory, neighborhood change is not
a rapid process and changes in housing construction may result in neighborhood economic

changes over various time periods.

The results are broken down into several sections. First, the types of units which were
constructed with different affordable housing regulatory agreements will be examined. This
includes a comparison between units built and subsidized with the Low Income Housing Tax
Credit (LIHTC), project-based Section 8 vouchers, and under the conditions of Mitchell-Lama.
Second, the units which have different tenures will be analyzed. This includes a comparison
between cooperative (owner-occupied) and rental (renter-occupied) units. Third, units are

separated based on whether the developer was a for profit or non-profit entity.

By the nature of these separations, the same units will be included in multiple sections.
For example, a rental unit, developed by a for profit developer who utilized LIHTC will be

included in all three of the relative sections. The purpose is to see the variations in different
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programs, tenure type, and developers as related to economic development. Additionally, all bi-
variate regressions conducted in the first three sections include units that were constructed
between 1957 and 2010 associated with their relative programs. The reasoning for this is to

determine the longitudinal effect of economic development.

In the fourth section of results, affordable housing unit construction is separated by
period of construction based on different mayoral terms. Within each mayoral term, only
affordable housing units constructed during that time period are regressed with census variables.

The calculations based on mayoral terms are as follows:

e Mayor Ed Koch (affordable housing units constructed between 1978 and 1989) regressed
against
o Variables from the 1990 decennial Census
o Difference in variables between 1980 and 1990 decennial Census’
e Mayor David Dinkins and Rudy Giuliani (affordable housing units constructed between
1990 and 2001) regressed to
o Variables from the 2000 decennial Census
o Difference in variables between 1990 and 2000 decennial Census’
e Mayor Michael Bloomberg (affordable housing units constructed between 2002 and
2012) regressed to
o Variables from the 2010 decennial Census

o Difference in variables between 2000 and 2010 decennial Census’

Separating time of construction by mayoral term and examining the various economic

variables at the relative start and conclusion of the terms will allow for both a political and
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chronological comparison. In contrast to the first three sections, none of the counts of affordable
housing units in the fourth section are double counted. They are each only counted once, during
the mayoral term in which they were built. The purpose for this is not only to see the political
connection between affordable housing units and economic development, but also to provide a

contrast between rates of construction in different time periods.

COMPARISON OF AFFORDABLE HOUSING INITATIVES

e 3 o . !
4 - P Y . -
4 I

Mitchell-Lama Project-Based Section 8 LIHTC

Figure 1: The location of affordable housing developments by associated regulatory agreement. Sources: (Furman
Center, 2015, US Census, 2010)

The three affordable housing initiatives examined in this study are units which are under
regulatory agreements associated with the Low Income Housing Tax Credit (LIHTC), project-
based Section 8, and Mitchell-Lama. For the purpose of this study, all units in their respective
regulatory agreement classification are treated in the same capacity. Although a portion have
since opted out of the affordability contracts which originally helped to subsidize their
construction, the longitudinal basis of this study still factors them in as affordable housing units.
Additionally, based on the data available for this study, it is not possible to quantify the year in
which the project opted out of the original stipulations of their associated affordable regulatory

program. Thus, even if the project is no longer subject to the regulatory requirements associated
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with LIHTC, project-based Section 8, or Mitchell-Lama, the units within the project are still

counted towards the overall total when conducting the regression analyses.
Mitchell-Lama Units

The Mitchell-Lama program was enacted in 1955 with the purpose of providing both rental and
cooperatively owned housing for working and middle class citizens in New York City (DeSalvo,
1973). Developers who constructed Mitchel-Lama housing received various tax abatements as
well as low interest rate mortgages that were subsidized by the federal government, New York
state, and municipal government of New York City (Sweet and Hack, 1989). Figure 1 shows

Mitchell-Lama developments between 1957 and 2010.
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Figure 2: Location of Mitchel-Lama developments between 1957 and 2010
Sources: (Furman Center, 2015, US Census, 2010)

The spatial distribution of Mitchell-Lama units shows concentrations in several neighborhoods in
New York City including the Upper West Side and Kips Bay in Manhattan, and Soundview and
Spuyten-Devil/Kingsbridge in the Bronx. As compared to other types of affordable housing
developments, the Mitchell-Lama program produced a visually more equitable distribution of

developments.

Based on the SHIP database used for this study, there were a total of 264 Mitchell-Lama
projects which produced 137,271 housing units between 1957 and 1980 (Furman Center, 2015).
All of these projects were joined to the census tract in which they were constructed in order to
conduct bi-variate regressions between the number of units per census tract and various housing

and economic variables. The units and developments by borough are located in Table 1.

Table 1: Mitchell-Lama development and unit counts by borough

Number of Percentage of

Developments Number of Units Total Units
Bronx 85 42529 31%
Brooklyn 64 36070 26%
Manhattan 91 41766 30%
Queens 22 15917 12%
Staten Island 2 989 1%
Totals 264 137,271 100%

Sources: (Furman Center, 2015, US Census, 2010)

The majority of Mitchell-Lama units were constructed in the Bronx, Brooklyn, and Manhattan.
However, when compared to other affordable housing initiatives in this study, the 12 percent
constructed in Queens is higher than either LIHTC or project-based Section 8.
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The resulting effects of Mitchell-Lama unit construction as related to housing indicators
is shown in Table 2 and the resulting effects of Mitchell-Lama unit construction as related to
economic indicators is shown in Table 3. The variables which have significant t-values are
highlighted in gray. Variables which are highlighted in green show positive economic
development indicators and variables highlighted in red show negative economic development

indicators.
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Table 2: Mitchell-Lama Units as Compared to Housing Indicators

Household
Structures | Heads
# of Built Moved into
# of # of Occupied | Median | Owner- | Renter- More Unit Less
Housing | Vacant | Housing | Home Occupied | Occupied | Median | than 30 than 10
2010 Housing Indicators Population | Units Units Units Value Units Units Rent Years Ago | Years Ago Affordability
coefficient 2.1728 | 1.0419 0.039 1.002 | -62.8524 | -0.0931 1.096 -0.203 0.7373 0.4843 -0.0008
t-value 10.32 9.72 2.9 10.17 -2.72 -2.13 13.51 -4.51 7.48 8.92 -1.93
r-squared 0.0468 | 0.0417 | 0.0034 0.0455 0.003 0.0016 0.0778 0.0089 0.0249 0.0352 0.0012
1980-2010 Housing
Indicators Difference
coefficient 0.4594 | 0.2868 | -0.054 0.3408 | -50.8308 0.0738 0.267 | -0.1812 0.0917 -0.2513 | N/A
t-value 4.79 7.14 -4.26 9.16 -2.33 2.36 6.28 -4.35 1.17 -6.93 | N/A
r-squared 0.0101 | 0.0227 | 0.0079 0.0371 0.0021 0.0021 0.0175 0.0083 0.0002 0.0214 | N/A
1990-2010 Housing
Indicators Difference
coefficient 0.175| 0.2066 | 0.0031 0.2035 | -30.775| 0.06713 | 0.13642 | -0.08509 -0.0661 -0.0425 0.0001
t-value 2.15 5.94 0.34 6.44 -1.53 4.05 4.61 -2.22 -0.81 -1.75 0.17
r-squared 0.0017 | 0.0157 0 0.0185 0.0006 0.0071 0.0093 0.0018 -0.0002 0.001 -0.0004
2000-2010 Housing
Indicators Difference
coefficient 0.2068 | 0.1539 | -0.0079 0.1616 | -53.3485 0.048 0.1135 | -0.0237 0.1762 -0.0129 0.0005
t-value 3.56 5.72 -0.84 6.65 -2.89 4.41 5.16 -0.7 1.94 -0.57 0.68
r-squared 0.0054 | 0.0145 0 0.0197 0.0034 0.0085 0.0118 | -0.0002 0.0013 -0.0003 -0.0002

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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Table 3: Mitchell-Lama Units as Compared to Economic Indicators

High
Median Per Persons School Bachelor
Household Capita in Persons Degree Degree or | Professional Manufacturing Self
2010 Economic Indicators | Income Income Poverty Unemployed or Less More Employees Employees Employed
coefficient -19.915 | -5.7489 0.9147 0.1345 0.7371 0.3158 0.2773 0.0153 0.0388
t-value -7.44 -2.52 13.61 9.85 9.1 3.07 3.8 2.12 2.22
r-squared 0.0246 0.0025 0.0789 0.0427 0.0366 0.0039 0.0062 0.0016 0.0018
1980-2010 Housing
Indicators Difference
coefficient -3.6716 0.0908 0.0487 0.04874 0.0442 0.2644 0.2195 -0.0228 0.0311
t-value -1.85 2.21 4.73 4.73 0.75 5.03 5.98 -3.26 2.75
r-squared 0.0011 0.0018 0.0098 0.0098 0 0.0112 0.0159 0.0045 0.0031
1990-2010 Housing
Indicators Difference
coefficient -6.8631 | -0.6609 -0.1638 -0.0136 -0.0583 0.2033 0.1551 -0.03299 0.0178
t-value -3.66 -0.47 -4.47 -1.38 -4.16 5.54 5.61 -2.74 1.82
r-squared 0.0057 | -0.0004 0.0087 0.0004 0.0005 0.0136 0.014 0.003 0.0011
2000-2010 Housing
Indicators Difference
coefficient -4.0526 | -0.0605 -0.0898 -0.0208 | -0.10154 0.1589 0.1343 0.0027 0.01532
t-value -2.58 -0.06 -2.88 -1.89 -0.55 5.85 6.24 0.38 1.76
r-squared 0.0026 | -0.0005 0.0034 0.0012 -0.0003 0.0152 0.0173 -0.0004 0.001

Sources: (Furman Center, 2015, US Census, 2010,

Logan et. al, 2014)
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The comparison of census tracts with Mitchell-Lama unit construction to those without it
provided statistically significant results that these units may have promoted economic
development. First, the change in vacancy rate between 1980 and 2010 had a t-value of -4.26 and
a coefficient of -.054. This indicates that for every 20 Mitchell-Lama units that were constructed
the census tract it was built in would have one fewer vacant unit. Although this figure may seem
low, it is important to note that specific tracts on the Upper West Side and in the Soundview
section of the Bronx have upwards of 2,500 Mitchell-Lama units in their housing stock. This
could indicate that tracts with Mitchell-Lama units could have as many as 125 fewer vacant units

than those which do experience this type of affordable housing construction.

A second point of statistical significant to note are the t-value of 8.92 and coefficient of
0.4843 that are associated with household heads having moved into their unit less than 10 years
ago from the 2010 decennial census. These values show that where Mitchell-Lama units were
constructed are less likely to have rapid tenant turnover, thus creating the potential for a more
stable neighborhood. However, the number of owner-occupied households had a t-value of -2.13
and the renter-occupied households had a t-value of 13.51 indicating that these tracts are

disproportionately more likely to have a higher percentage of renters as compared to owners.

A third value of note are the levels of educational attainment. For tracts with Mitchell-
Lama unit construction, the number of citizens who had earned a bachelor degree or higher level
of education was statistically significant for all four periods examined. However, the number of
people with a high school diploma or less was negatively statistically significant in the difference
between 1990 and 2010 indicating that Mitchell-Lama units may result in fewer people with low

educational attainments.
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Project-Based Section 8 Units

The second type of regulatory agreement examined in this study are project-based Section 8
units. HUD provides project-based Section 8 vouchers which are associated with specific
properties to make up the difference between 30% of a tenants income and the fair market rent
(HUD, 2016). This program differs from Mitchell-Lama in that is provided by the federal
government through HUD as oppose to being a New York City based initiative. Figure 2 shows
the spatial distribution of project-based Section 8 units in New York City constructed between

1967 and 2010.

Figure 3: Location of project-based Section 8 developments between 1967 and 2010

Sources: (Furman Center, 2015, US Census, 2010)
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The spatial distribution of project-based Section 8 units shows clear concentrations in

upper Manhattan as well as the Lower East Side, Central Brooklyn, and the south and west

Bronx. There are other pockets of multiple project-based Section 8 developments located in the

Far Rockaway section of Queens as well as in western Midtown in Manhattan. According to the

SHIP database, there were a total of 639 developments which utilized project-based Section 8

that led to the construction of 86,697 affordable housing units (Furman Center, 2015). A

breakdown of units and developments associated with project-based Section 8 by borough is

included in Table 4.

Table 4: Project-based Section 8 development and unit counts by borough

Number of Percentage of

Developments Number of Units Total Units
Bronx 185 23477 27%
Brooklyn 190 26269 30%
Manhattan 200 26640 31%
Queens 40 6204 7%
Staten Island 24 4377 5%
Totals 639 86,967 100%

Sources: (Furman Center, 2015, US Census, 2010)

The resulting effects of project-based Section 8 unit construction as related to housing

indicators are shown in Table 5 and the resulting effects of project-based Section 8 unit

construction as related to economic indicators are shown in Table 6.
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Table 5: Project-Based Section 8 Units as Compared to Housing Indicators

Household
Heads
# of Structures | Moved into
# of # of Occupied | Median | Owner- Renter- Built More | Unit Less Cost-
Housing | Vacant | Housing | Home Occupied | Occupied | Median | than 30 than 10 Burden
2010 Housing Indicators Population | Units Units Units Value Units Units Rent Years Ago | Years Ago Households
coefficient 2.1728 1.041 0.039 1.002 | -62.852 -0.0931 1.096 -0.203 0.7373 0.4843 0.0007
t-value 10.32 9.72 2.9 10.17 -2.72 -2.13 13.51 -4.51 7.48 8.92 0.84
r-squared 0.0468 | 0.0417 | 0.0034 0.0455 0.003 0.0016 0.0778 0.0089 0.0249 0.0352 -0.0001
1980-2010 Housing
Indicators Difference
coefficient 0.4594 | 0.2868 | -0.054 0.3408 | -50.8308 0.0738 0.267 | -0.1812 0.09175 -0.25133 | N/A
t-value 4.79 7.14 -4.26 9.16 -2.33 2.36 6.28 -4.35 1.17 -6.93 | N/A
r-squared 0.0101 | 0.0227 | 0.0079 0.0371 0.0021 0.0021 0.0175 0.0083 0.0002 0.0214 | N/A
1990-2010 Housing
Indicators Difference
coefficient 0.175| 0.2066 | 0.0031 0.2035 | -30.7759 0.0671 0.1364 | -0.08509 -0.0663 -0.0427 0.0011
t-value 2.15 5.94 0.34 6.44 -1.53 4.05 4.61 -2.22 -0.81 -1.75 0.92
r-squared 0.0017 | 0.0157 0 0.0185 0.0006 0.0071 0.0093 0.0018 0 0.001 -0.0001
2000-2010 Housing
Indicators Difference
coefficient 0.2068 | 0.1539 | -0.0076 1616 | -53.3485 0.048 0.1135 | -0.0237 0.1762 -0.0129 0.0018
t-value 3.56 5.72 -0.84 6.65 -2.89 4.41 5.16 -0.7 1.94 -0.57 1.15
r-squared 0.0054 | 0.0145 0 0.0197 0.0034 0.0085 0.0118 0 0.0013 -0.0003 0.0001

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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Table 6: Project-Based Section 8 Units as Compared to Economic Indicators

High
Median School Bachelor
Household Per Capita | Personsin | Persons Degree or Degree or Professional Self
2010 Economic Indicators Income Income Poverty Unemployed Less More Employees Employed
coefficient -19.915 -5.789 0.9147 0.1345 0.737 0.3158 0.277 0.0388
t-value -7.44 -2.52 13.61 9.85 9.1 3.07 3.8 2.22
r-squared 0.0246 0.0025 0.0789 0.0427 0.0366 0.0039 0.0062 0.0018
1980-2010 Housing
Indicators Difference
coefficient -14.847 -3.6716 0.0908 0.0487 0.04425 0.2644 0.2195 0.0311
t-value -6.42 -1.85 2.21 4.73 0.75 5.03 5.98 2.75
r-squared 0.0183 0.0011 0.0018 0.0098 0 0.0112 0.0159 0.0031
1990-2010 Housing
Indicators Difference
coefficient -6.9631 -0.6609 -0.1638 -0.0136 -0.0583 0.2033 0.1551 0.0178
t-value -3.66 -0.47 -4.47 -1.38 -1.46 5.54 5.61 1.82
r-squared 0.0057 -0.0004 0.0087 0.0004 0.0005 0.0136 0.014 0.0011
2000-2010 Housing
Indicators Difference
coefficient -4.0526 -0.0605 -0.0898 -0.0208 -0.0154 0.1589 0.1343 0.01532
t-value -2.58 -0.06 -2.88 -1.89 -0.55 5.85 6.24 1.76
r-squared 0.0026 -0.0005 0.0034 0.0012 -0.0003 0.0152 0.0173 0.001

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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There are several significant t-values which indicate both the positive and negative
effects of project-based Section 8 units on economic development indicators. Similar to the
Mitchell-Lama unit construction, areas where project-based Section 8 units were placed into
regulatory agreement, the vacancy rate decreased at a rate greater than tracts where they were not
between 1980 and 2010. Additionally, for every time split the t-values were positive and
significant for the population which had achieved a bachelor’s degree or higher and the
population which had now been classified as professional employees as compared to tracts that

did not have project-based Section 8 units.

Median rent for the project-based Section 8 tract comparison showed negative significant
values for three of the four time frames studied. This indicates that rents where these units were
constructed are on average lower than rents in other tracts in New York City. This could be
interpreted in both a positive and negative context. On the positive side, this could implicate that
rents are staying affordable to middle and lower income citizens of the city. However, in
juxtaposition the lower than average rent change could indicate that project-based Section 8 units

are maintaining concentrated poverty.

The median home values and median household income had negative significant t-values
and coefficients for almost every time split. The decrease for tracts with project-based Section 8
units can be interpreted in two ways. First, it can be seen as the value of homes and the income
of citizens in areas with project-based Section 8 as not keeping pace with the rest of the city.
Alternatively, it can be viewed as a result of the construction of project-based Section 8 units.
Logically, areas with units that have income restrictions will have lower median household
incomes than the city as a whole since individuals need to be within a certain income bracket to

receive this type of federal assistance for housing. In order to strengthen the comparison for these
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variables, individuals who were receiving this assistance would have to be separated out from the
rest of the tract population to determine what the levels of people who are not receiving federal
assistance for housing is as compared to those individuals in tracts that did not have regulatory
agreement housing constructed. In order conduct this, estimates related to household size would
need to be calculated and then subtracted out from the total population. This was out of the scope

of this study and will be further discussed in the limitations section of the paper.

Low Income Housing Tax Credit (LIHTC) Units

The third type of regulatory agreement unit examined in this study were those that
received the Low Income Housing Tax Credit (LIHTC). The LIHTC affordable housing
incentive was created under the Tax Reform Act of 1986 and provided developers with dollar for
dollar tax credits for construction affordable housing units (Cohn, 2016). It is currently the most
common source of subsidy for new affordable housing projects in the United States (Cohn,
2016). In order for a property to receive LIHTC, a regulatory agreement must exist which
includes at least 20% of the units renting at 50% AMI or at least 40% of the units renting at 60%
AMI (Amdur, 2008). The terms to maintain rents at the respective AMI levels in order to receive
the credits are enacted for with either 15 or 30-year regulatory contracts. For the purpose of the
study, units which received the as of right 4 percent credits and the competitive 9 percent credits
were not separated. Figure 3 shows the spatial distribution of LIHTC units in New York City

constructed between 1986 and 2010.
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Figure 4: Location of LIHTC developments between 1986 and 2010

Sources: (Furman Center, 2015, US Census, 2010)

Based the visual spatial distribution of LIHTC units, there are clear concentrations in

Midtown West/Chelsea, Lower East Side, and Upper Manhattan. Additional concentrations can

be seen in northern and eastern Brooklyn, primarily in the neighborhoods of Bushwick, Bedford-

Stuyvesant, and Brownsville.

According to the SHIP database, between 1986 and 2010 there have been 1,668 projects

which have utilized LIHTC that has led to the construction of 89,428 units (Furman Center,

2015). The number of units and number of developments by borough is shown in Table 7 below.
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Table 7: LIHTC development and unit counts by borough

Number of Percentage of

Developments Number of Units Total Units
Bronx 436 26443 30%
Brooklyn 590 17133 19%
Manhattan 608 42841 48%
Queens 21 2129 2%
Staten Island 13 882 1%
Totals 1,668 89,428 100%

Sources: (Furman Center, 2015, US Census, 2010)

Bi-variate regression models which compare LIHTC units on a census tract level to tracts which

do not have LIHTC units can be seen in Tables 8 and 9.
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Table 8: Low Income Housing Tax Credit (LIHTC) Units as Compared to Housing Indicators

Household
Heads
# of Structures | Moved into
# of # of Occupied | Median Owner- Renter- Built More | Unit Less Cost-
2010 Housing Housing | Vacant | Housing Home Occupied | Occupied | Median than 30 than 10 Burden
Indicators Population | Units Units Units Value Units Units Rent Years Ago | Years Ago Households
coefficient 2.9502 | 1.7024 | 0.1997 1.5027 -49.7944 -0.3673 1.87 -0.0766 0.6902 0.9641 0.0015
t-value 9.16 10.47 9.92 10 -1.41 -5.54 15.31 -1.11 4.56 11.82 1.06
r-squared 0.0371 | 0.0481 | 0.04333 0.044 0.0005 0.0136 0.0979 0.0001 0.0091 0.0606 0.0001
1980-2010 Housing
Indicators
Difference
coefficient 1.5727 | 0.8095 | -0.0455 0.855 -17.71 0.0836 0.7713 0.0046 0.672 0.275 | N/A
t-value 11.01 13.63 -2.35 15.62 -0.53 1.75 12.2 0.07 5.69 4.96 | N/A
r-squared 0.053 | 0.0791 | 0.0021 0.1015 -0.003 0.001 0.0643 -0.0005 0.0144 0.0108 | N/A
1990-2010 Housing
Indicators
Difference
coefficient 1.3201 | 0.8811 | 0.0489 0.8322 61.593 0.0763 0.7558 0.157 0.1502 0.3907 -0.0028
t-value 10.95 17.65 3.49 18.44 2.01 3.02 17.9 2.69 1.21 10.81 -1.53
r-squared 0.0524 | 0.1262 | 0.0052 0.1362 0.0014 0.0038 0.1293 0.0029 0.0002 0.0511 0.0006
2000-2010 Housing
Indicators
Difference
coefficient 1.0593 | 0.6107 | 0.01802 0.5927 | -128.8295 0.0719 0.5207 0.0919 0.3427 0.288 -0.0011
t-value 12.34 15.61 1.3 16.88 -4.6 4.34 16.38 1.78 2.49 8.27 -0.43
r-squared 0.0658 | 0.1014 | 0.0003 0.1166 0.0093 0.0082 0.1105 0.001 0.013 0.0304 -0.0004

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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Table 9: Low Income Housing Tax Credit (LIHTC) Units as Compared to Economic Indicators

Median Per Persons
Household Capita in Persons High School Bachelor Degree | Professional
2010 Economic Indicators Income Income Poverty | Unemployed Degree or Less or More Employees Self Employed
coefficient -20.91 8.1399 1.3933 0.1956 0.733 0.5237 0.5109 0.10856
t-value -5.09 2.35 13.61 9.39 5.88 3.35 4.6 4.09
r-squared 0.0115 0.0021 0.0789 0.039 0.0154 0.0047 0.0093 0.0072
1980-2010 Housing Indicators
Difference
coefficient -7.4524 | 12.4769 | -0.1702 0.0447 0.1152 0.6312 0.6008 0.1165
t-value -2.1 4.14 -2.72 2.84 1.29 7.95 10.96 6.83
r-squared 0.0016 0.0075 0.003 0.0033 0.0003 0.0281 0.0525 0.0208
1990-2010 Housing Indicators
Difference
coefficient 5.0934 | 15.1038 | -0.2293 0.0037 0.0628 0.519 0.4869 0.0952
t-value 1.78 7.1 -4.11 0.25 1.04 9.41 11.87 6.43
r-squared 0.001 0.0225 0.0073 -0.0004 0 0.0391 0.061 0.0184
2000-2010 Housing Indicators
Difference
coefficient 2.9482 9.4782 | -0.0699 -0.0479 0.0383 0.3646 0.3287 0.0651
t-value 1.23 6.19 -1.478 -2.86 0.89 8.91 10.17 493
r-squared 0.0002 0.017 0.0005 0.0033 0 0.0351 0.0455 0.0107

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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Based on the bi-variate regression models, LIHTC units produced neighborhood level
economic development in several capacities. First, the per capita income for areas where LIHTC
unit construction occurred increased at greater rates during all four-time periods studied as
compared to areas that did not experience LIHTC units. Second, the number of people who held
a Bachelor degree or greater, were professional employees, or self-employed also increased at
greater rates where LIHTC units were constructed as compared to where they were not. Third,
the number of people in poverty had statistically significant decreases between both the 1980 and

2010 time frame and the 1990 and 2010 time frame.

A variable which was inconsistent across periods of examination was median home
value. Between 1990 and 2010 there was a positive t-value correlation and between 2000 and
2010 there was a negative t-value correlation, while the other two time frames were not
statistically significant. This can be interpreted as LIHTC units not having an effect on median
home values. This helps to disprove the belief that affordable housing construction lowers
property values in the surrounding area which is often the largest political obstacle to its

construction (Ngyuen, 2005).

Other values to note in the regressions associated with LIHTC units were varying degrees
of unemployment change during different time periods as well as the statistically insignificant

results during all time frames for the number of households which are cost-burdened.

COMPARISON OF OWNER-OCCUPIED VS. RENTER OCCUPIED
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Figure 5: The location of affordable housing developments by tenure. Sources: (Furman Center, 2015, US Census,
2010)

A factor of neighborhood stabilization can be the reduction in the amount of tenant turn
over which is often associated with a higher portion of owner-occupied units. The social-cultural
theory is that tenants who remain in a neighborhood for a longer period of time will be more
likely to know their neighbors and increase their collective efficacy (Sampson, 2013). Therefore,
for the purpose of this study affordable housing units that are owner-occupied are compared to
those which are renter-occupied. The purpose is to determine if there is a significant difference
between the tenure of the residents in the affordable housing units and the resulting

neighborhood level economic development.

Cooperative (Owner-Occupied) Units

A cooperative, as related to housing, is a membership-based agreement on a property
where various investors own a certain portion of the building. This differs from other types of

property ownership in that individuals are not buying a particular unit within the building, but
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rather are investing to own a portion of the building. Cooperative buildings generally have
elected representatives who make decisions as related to building maintenance as well as select
and screen potential new tenants for the building (National Cooperative Law Center, 2016). In
the realm of affordable housing in New York City, the largest portion of cooperatively owned
affordable units are associated with the Mitchell-Lama program. However, there have been
recent initiatives to diversify the affordable housing portfolio with more owner-occupied
structures (New York State Homes and Community Renewal’s Affordable Home Ownership
Development Program, 2017). Figure 4 shows the location of cooperatively owned affordable

housing units in New York City constructed between 1957 and 2010.

Figure 6: Location of cooperatively owner affordable housing developments constructed between 1957 and 2010
Sources: (Furman Center, 2015, US Census, 2010)
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Cooperatively owned affordable housing units do not appear to be largely concentrated by

neighborhood. Projects are distributed through four of the boroughs and in areas of varying

incomes (Census, 2010). There are several projects located in higher socioeconomic

neighborhoods such as downtown Brooklyn and the Upper East Side, while there are other

neighborhoods which are lower socioeconomic status such as Coney Island and Soundview

which also have several cooperatively owned affordable housing developments.

Table 10: Cooperatively owned development and unit counts by borough

Number of Percentage of

Developments Number of Units Total Units
Bronx 29 22734 32%
Brooklyn 27 16381 23%
Manhattan 33 20341 29%
Queens 8 10797 15%
Staten Island - - 0%
Totals 97 70,253 100%

Sources: (Furman Center, 2015, US Census, 2010)

According to the SHIP database, there were a total of 97 cooperatively owned affordable housing

developments which produced 70,253 units of housing (Furman Center, 2015). There is a

relatively equitable distribution of cooperatively owned projects in the Bronx, Brooklyn, and

Manhattan.
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The bi-variate regressions showing correlation between cooperatively owned affordable housing

units with housing and economic indicators are located in Tables 11 and 12 respectively.
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Table 11: Cooperative (Owner-Occupied) Units as Compared to Housing Indicators

Household
Heads
# of Structures | Moved into
# of # of Occupied | Median Owner- Renter- Built More | Unit Less
2010 Housing Housing | Vacant Housing Home Occupied | Occupied | Median | than 30 than 10 Cost-Burden
Indicators Population | Units Units Units Value Units Units Rent Years Ago | Years Ago Households
coefficient 0.684 0.3898 0.0026 0.3872 | -45.8613 0.1381 0.2491 | -0.0311 0.3928 0.1249 -0.001
t-value 5.84 6.58 0.35 7.1 -3.64 5.81 5.43 -1.26 7.29 4.15 -1.91
r-squared 0.0152 0.0193 | -0.0004 0.0225 0.0057 0.015 0.0131 0.0003 0.0237 0.0075 0.0012
1980-2010
Housing
Indicators
Difference
coefficient -0.1495 | -0.0086 | -0.0073 -0.0012 | -40.5028 0.0853 -0.0866 | -0.0331 -0.0482 -0.1686 | N/A
t-value -2.84 -0.39 -1.06 -0.06 -3.4 5.01 -3.7 -1.45 -1.13 -8.56 | N/A
r-squared 0.0033 | -0.0004 0.0001 -0.0005 0.0049 0.0111 0.0059 0.0005 0.0001 0.0325 | N/A
1990-2010
Housing
Indicators
Difference
coefficient -0.0813 | -0.0238 | -0.0072 -0.0166 | -37.2627 0.0735 -0.0901 | -0.0208 -0.0322 -0.0181 -0.0007
t-value -1.83 -1.25 -1.45 -0.95 -3.39 8.22 -5.59 -0.99 -0.72 -1.36 -1
r-squared 0.0011 0.0003 0.0005 0 0.0048 0.03 0.0139 0 -0.0002 0.0004 0
2000-2010
Housing
Indicators
Difference
coefficient 0.007 0.0057 -0.011 0.0168 | -20.3303 0.03576 | -0.01892 | -0.0094 0.238 -0.0229 -0.0002
t-value 0.22 0.39 -2.23 1.26 -2.01 6.03 -1.56 -0.51 4.83 -1.86 -0.24
r-squared -0.0004 | -0.0004 0.0019 0.0003 0.0014 0.0162 0.0007 | -0.0003 0.0103 0.0011 -0.0004
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Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)

Table 12: Cooperative (Owner-Occupied) Units as Compared to Economic Indicators

Median High School | Bachelor
2010 Economic Household Per Capita Persons in Persons Degree or Degree or Professional
Indicators Income Income Poverty Unemployed Less More Employees Self Employed
coefficient -1.6091 -0.0426 0.0614 0.0353 0.2236 0.1513 0.1285 0.0069
t-value -1.09 -0.03 1.61 4.66 4.99 2.69 3.22 0.73
r-squared 0.0001 -0.0005 0.0007 0.0095 0.011 0.0029 0.0043 -0.0002
1980-2010 Housing
Indicators Difference
coefficient -1.5184 -0.1251 0.0116 0.01 -0.2116 0.07607 0.0525 0.0034
t-value -1.19 -0.12 0.52 1.78 -6.68 2.64 2.6 0.55
r-squared 0.0002 -0.0005 -0.0003 0.001 0.0199 0.0028 0.0027 -0.0003
1990-2010 Housing
Indicators Difference
coefficient -0.8406 -0.1122 0.00471 0.015 -0.1336 0.0449 0.021 -0.0005
t-value -0.82 -0.15 0.23 2.79 -6.19 2.23 1.39 -0.1
r-squared -0.0002 -0.0005 -0.0004 0.0031 0.0171 0.0018 0.0004 -0.0005
2000-2010 Housing
Indicators Difference
coefficient -0.6051 -0.1415 0.01692 0.015 -0.0025 0.0186 0.0132 -0.0014
t-value -0.7 -0.26 0.99 2.51 -0.16 1.25 1.12 -0.3
r-squared -0.0002 -0.0004 0 0.0025 -0.0005 0.0003 0.0001 -0.0004

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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As compared to units which were constructed and separated out by regulatory agreement,
cooperatively owned affordable housing units had fewer variables with statistical significance.
Variables which did not have statistical significant for any time period included median
household income, per capita income, persons in poverty, and median rent. The lack of statistical
significance supports the idea that affordable housing units do not have a negative effect on
income, or poverty rates for the tract in which they are located. However, for tracts with
cooperatively owned affordable housing units, the median home values as compared to other
tracts all produced statistically significant negative t-values. Another value to note was the
negative statistically significant t-values for the number people who were unemployed in areas

with cooperatively owned affordable housing units.

The fewer number of statistically significant results associated with cooperatively owned
affordable housing units does not necessarily indicate a lack of impact. A lack of an effect is
once again different from a negative effect, which is often associated with affordable housing
development and the phenomenon of NIMBYism (Ngyuen, 2005). Additionally, the majority of
cooperatively owned projects were constructed in a time period prior to the census variables
examined in this study. Therefore it is harder to quantity their immediate effect on neighborhood

economic development or the delayed longitudinal effect.

Rental (Renter-Occupied) Units

The majority of the affordable housing stock in both New York City and nation-wide are
renter occupied units (Baker, 2016). In New York City, approximately 96% of the projects and
78% of the units constructed between 1957 and 2010 and classified as affordable housing units
are renter occupied (Furman Center, 2015). Figure 5 shows the location of renter-occupied

affordable housing projects in New York City constructed between 1957 and 2010.
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L

Figure 7: Location of renter-occupied affordable housing developments constructed between 1957 and 2010
Sources: (Furman Center, 2015, US Census, 2010)

The spatial distribution of renter-occupied affordable housing units is heavily
concentrated in Manhattan, Brooklyn, and the Bronx. In particular, neighborhoods such as
Bushwick and Bedford-Stuyvesant in Brooklyn, the Lower East Side, Harlem, and Washington
Heights in Manhattan, and the South Bronx experienced significant development of renter-
occupied affordable housing units during this time frame. As compared to the cooperatively
owned affordable housing units, there is a much clearer concentration and less equitable
distribution throughout the city. In addition, it is interesting to note that there were zero
cooperatively owned affordable housing projects located on Staten Island and there are 38

projects comprised of 5,794 units which are renter-occupied.
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Based on the SHIP database, there are a total of 2,544 developments and 246,259 units of

renter-occupied affordable housing in New York City constructed between 1957 and 2010. A

breakdown of units by borough is located in Table 13 below (Furman Center, 2015).

Table 13: Renter-occupied development and unit counts by borough

Number of Percentage of

Developments Number of Units Total Units
Bronx 692 71,167 29%
Brooklyn 840 58,926 24%
Manhattan 896 95,470 39%
Queens 78 14,902 6%
Staten Island 38 5,794 2%
Totals 2,544 246,259 100%

Sources: (Furman Center, 2015, US Census, 2010)

Bi-variate regressions which compare the number of renter-occupied affordable housing units

with various housing and economic indicators can be found in Tables 14 and 15.
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Table 14: Rental (Renter-Occupied) Units as Compared to Housing Indicators

Household
Heads
# of Structures | Moved into
# of # of Occupied | Median | Owner- Renter- Built More | Unit Less
2010 Housing Housing | Vacant Housing Home Occupied | Occupied | Median | than 30 than 10 Cost-Burden
Indicators Population | Units Units Units Value Units Units Rent Years Ago | Years Ago Households
coefficient 2.1409 1.1612 0.0875 1.0736 | -48.6063 -0.0699 1.1436 | -0.0704 0.7293 0.5928 0.0001
t-value 14.85 15.98 9.42 16.04 -3 -2.28 21.21 -2.22 10.68 16.18 0.3
r-squared 0.0926 0.1058 0.0392 0.1064 0.0037 0.0019 0.1726 0.0018 0.0499 0.1081 -0.0004
1980-2010 Housing
Indicators
Difference
coefficient 0.6505 0.3816 -0.014 0.3957 | -37.811 0.1201 0.2756 | -0.0538 0.2307 -0.0849 | N/A
t-value 9.83 13.97 -0.157 15.69 -2.47 5.5 9.33 -1.84 4.22 -3.31 | N/A
r-squared 0.0426 0.0828 0.0007 0.1023 0.0024 0.0134 0.0384 0.0011 0.0082 0.0046 | N/A
1990-2010 Housing
Indicators
Difference
coefficient 0.3769 0.2932 0.0167 0.2766 | -20.8263 0.0787 0.1977 | 0.01788 0.0748 0.0547 0.0004
t-value 6.67 12.32 2.6 12.81 -1.47 6.82 9.68 0.66 1.3 3.21 0.57
r-squared 0.0198 0.0655 0.0027 0.0705 0.0005 0.0207 0.0413 | -0.0003 0.0003 0.0043 -0.0003
2000-2010 Housing
Indicators
Difference
coefficient 0.3603 0.2176 0.0091 0.2085 | -57.213 0.0613 0.1472 0.0105 0.3321 0.0374 0.0015
t-value 8.97 11.8 1.43 12.54 -4.43 8.11 9.67 0.44 5.25 2.37 1.38
r-squared 0.0356 0.0604 0.0005 0.0677 0.0086 0.0292 0.0412 | -0.0004 0.0122 0.0021 0.0004

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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Table 15: Rental (Renter-Occupied) Units as Compared to Economic Indicators

High
Median School Bachelor
Household Per Capita | Personsin Persons Degree or Degree or Professional
2010 Economic Indicators | Income Income Poverty Unemployed Less More Employees Self Employed
coefficient -11.9744 2.2751 0.7627 0.1248 0.5527 0.5319 0.4418 0.0749
t-value -6.35 1.42 16.46 13.25 9.75 7.45 6.15
r-squared 0.0179 0.0005 0.1115 0.0751 0.0419 0.0247 0.0339 0.0168
1980-2010 Housing
Indicators Difference
coefficient -6.8705 3.7699 0.0207 0.0379 -0.0012 0.3874 0.3059 0.054
t-value -4.21 2.71 0.72 5.26 -0.03 10.71 6.87
r-squared 0.0077 0.0029 -0.0002 0.0122 -0.0005 0.0502 0.0641 0.021
1990-2010 Housing
Indicators Difference
coefficient -1.3296 4.4099 -0.1085 -0.0027 -0.0477 0.2582 0.1936 0.0325
t-value -1.01 4.47 -4.22 -0.4 -1.71 10.2 4.75
r-squared 0 0.0087 0.0077 -0.0004 0.0009 0.0457 0.0453 0.0099
2000-2010 Housing
Indicators Difference
coefficient -1.107 2.5171 -0.0554 -0.0153 -0.0004 0.169 0.1389 0.0208
t-value -1 3.54 -2.53 -1.99 -0.02 8.96 3.41
r-squared 0 0.0053 0.0025 0.0014 -0.0005 0.0356 0.0381 0.0049

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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The effect of the construction of renter-occupied affordable housing units as compared to
housing and economic indicators is varied. First, the level of educational attainment of
individuals with a bachelor degree or more, the number of professional employees, and the
number of people who are self-employed all had significant t-values for all time periods studied.
Additionally, the per capita income for three of the four time periods (2010 excluded) had
positive significant t-values to show that per capita income in census tracts with rental affordable

housing units increased at a greater rate than tracts that did not experience construction.

The median rent for the rental affordable housing comparison was not statistically
significant for any of the periods studied, except for the current 2010 variables. This indicates
that rent in the areas with rental unit affordable housing construction remained relatively
constant as compared to the areas where no affordable housing units were built. Other variables
including median household income, number of people who are unemployed, and age of
structures built varied between positive and negative significant t-values over different time
frames. Therefore, it is hard to draw a significant conclusion about the effect of renter-occupied

affordable housing units on economic development.
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Figure 8: The location of affordable housing developments by type of developer. Sources: (Furman Center, 2015,
US Census, 2010)

Affordable housing properties are constructed by both for-profit and non-profit
development companies. The nature of the different developers inherently provides different
missions and generally differences in expertise. A for-profit developer is involved in the
affordable housing market in order to make a profit and follows the political economy theory of
neighborhood development. A non-profit affordable housing developer’s primary purpose is to
provide affordable units and less emphasis is on profit margins (Dreier and Hulchanski, 1993).
Often the limitation to the non-profit housing developers is the amount of funding which is
available, resulting in a more limited talent pool for these organizations (Drier and Hulchanski,

1993).

For the purpose of this study, the SHIP database was used to separate developments
which were constructed by for profit companies as compared to those constructed by non-profit

58



Steven Getz

companies (Furman Center, 2015). However, a portion of the projects included in the SHIP
database did not provide information on the profit status of the developer. These projects have

been excluded from this portion of the analysis.

For Profit Developer Units

The involvement of for profit developers in the construction of affordable housing units has
increased since LIHTC became available in 1986 (Cohn, 2016). Traditionally, it was seen as the
role of community based organizations as well as city entities to produce affordable housing for
low-income citizens. However, initiatives in the affordable housing market have made it possible
to turn profits while simultaneously providing housing units to individuals who are below the
area median income of a metropolitan area (Wallace, 1995). Figure 6 shows the location of

affordable housing units developed by for profit entities constructed between 1968 and 2010.

Figure 9: Location of affordable housing units constructed by for-profit entities between 1968 and 2010

Sources: (Furman Center, 2015, US Census, 2010)
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The concentration of the location of affordable housing units associated with for-profit
developers is relatively clear. Almost all of the projects as located in northern Brooklyn, upper
Manhattan, or the South Bronx. The reasoning behind this is the ability for lower acquisition
costs in these neighborhoods. If the acquisition costs are lower, then the underwriting can still be

done at a profitable level while having tenants pay lower rents.

Based on the SHIP database, there were 901 developments and 34,777 units of affordable
housing constructed by for-profit developers between 1968 and 2010. A breakdown of units by

borough is located in Table 16 below (Furman Center, 2015).

Table 16: For profit development and unit counts by borough

Number of Percentage of

Developments Number of Units Total Units
Bronx 226 12168 35%
Brooklyn 375 8102 23%
Manhattan 290 12768 37%
Queens 8 1475 4%
Staten Island 2 264 1%
Totals 901 34,777 100%

Sources: (Furman Center, 2015, US Census, 2010)

Tables 17 and 18 show the results of bi-variate regression models which compared the number of
affordable housing units constructed by for-profit developers to neighborhood housing and

economic changes.
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Table 17: For Profit Developer Units as Compared to Housing Indicators

Household
Heads
# of Structures | Moved into
# of # of Occupied | Median Owner- Renter- Built More | Unit Less
2010 Housing Housing | Vacant Housing Home Occupied | Occupied | Median | than 30 than 10 Cost-Burden
Indicators Population | Units Units Units Value Units Units Rent Years Ago | Years Ago Households
coefficient 4.887 2.221 0.1696 2.052 | -72.6026 -0.4302 2.48 | -0.5192 1.0261 1.2454 0.0035
t-value 7.83 6.99 4.29 7.01 -1.07 -3.35 10.25 -3.92 3.51 7.78 1.27
r-squared 0.0273 0.0218 0.008 0.0219 0.0001 0.0048 0.0462 0.0066 0.0052 0.0268 0.0003
1980-2010
Housing
Indicators
Difference
coefficient 2.3611 0.9895 | -0.1721 1.161 | -26.3847 0.1127 1.048 | -0.3904 0.8061 0.3385 | N/A
t-value 8.48 8.43 -4.62 10.71 -0.14 1.23 8.46 -3.19 3.52 3.15 | N/A
r-squared 0.0319 0.0315 0.0094 0.0502 -0.0004 0.0002 0.0317 0.0024 0.0053 0.0041 | N/A
1990-2010
Housing
Indicators
Difference
coefficient 1.9767 1.113 0.024 1.089 | 113.7318 0.1398 0.9491 | -0.1342 0.0425 0.5177 -0.0044
t-value 8.41 11.12 0.89 12.02 1.92 2.87 11.19 -1.19 0.18 7.33 -1.23
r-squared 0.0314 0.0539 0.0001 0.0625 0.0013 0.0034 0.0546 0.0002 -0.0005 0.0239 0.0002
2000-2010
Housing
Indicators
Difference
coefficient 1.55 0.6352 | -0.1008 0.7361 | -43.2287 0.0996 0.6365 | -0.0845 0.4699 0.372 -0.0038
t-value 9.23 8.1 -3.79 10.41 -0.8 3.11 10.01 -0.85 1.77 5.65 -0.8
r-squared 0.0377 0.0292 0.0062 0.0481 -0.0002 0.004 0.0441 | -0.0001 0.001 0.0142 -0.0002

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)

61




Steven Getz

Table 18: For Profit Developer Units as Compared to Economic Indicators

High
Median School Bachelor
Household Per Capita | Personsin | Persons Degree or | Degree or Professional
2010 Economic Indicators Income Income Poverty Unemployed Less More Employees Self Employed
coefficient -48.4466 -9.8905 2.2322 0.3243 1.4901 0.2762 0.41345 0.116
t-value -6.14 -1.48 11.17 8.03 6.2 0.91 1.92 2.26
r-squared 0.0168 0.0005 0.0544 0.0287 0.0171 0.0001 0.0013 0.0019
1980-2010 Housing
Indicators Difference
coefficient -29.758 -2.3407 -0.1601 0.1024 0.2513 0.6347 0.6943 0.1723
t-value -4.36 -0.4 -1.33 3.38 1.46 4.1 6.45 5.21
r-squared 0.0083 -0.0004 0.0004 0.0048 0.0005 0.0073 0.0186 0.012
1990-2010 Housing
Indicators Difference
coefficient -7.868 6.7363 -0.3569 0.0293 0.165 0.5624 0.5743 0.1433
t-value -1.43 1.63 -3.31 1.02 1.41 5.22 7.11 5
r-squared 0.0005 0.0008 0.0046 0 0.0005 0.012 0.0225 0.011
2000-2010 Housing
Indicators Difference
coefficient -6.8967 3.1973 -0.0935 -0.0588 0.1086 0.3556 0.3829 0.1049
t-value -1.49 1.07 -1.02 -1.82 131 4.45 6.05 4.11
r-squared 0.0006 0.0001 0 0.0011 0.0003 0.0086 0.0163 0.0073

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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The variables to take note of from the regressions associated with for-profit developer
affordable housing units are median home value, median household income, median rent, and the
number of vacant units. For median home value, none of the regressions came back as
statistically significant which further proves the point that affordable housing construction does
not inherently decrease home values. Median household income was negatively statistically
significant for both 2010 and the difference between 1980 and 2010, while negative in the
difference between 1990 and 2010 and not statistically significant between 2000 and 2010. The
large negative t-value for the 2010 median household income shows that for-profit affordable
housing unit development occurs is neighborhoods which have significantly lower median
household incomes as compared to New York City as a whole. The statistically significant

negative t-value for median rent helps to further this theory.

A positive economic development indication of this variety of affordable housing units
are the decreased vacancy rates for the 1980 to 2010 and the 2000 to 2010 time frames. These
values indicate that there is a potential delayed effect of the decreased number of vacant units

associated with the construction of affordable housing units.

When examining the for profit developer units, it is necessary to consider that these
developments will inherently be built in areas where the demand of housing is increasing. If
there were no perceived demand, then the units would not be built. Therefore, affordable housing
units by these developers will be more likely to occur in neighborhoods undergoing positive

economic change and development.
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Non Profit Developer Units

Based on the nature of non-profit developers, they are more likely to be associated with a
community development organization and therefore more localized (Dreier and Hulchanski,
1993). A non-profit developer also has the potential to operate in places where there is less
perceived profit to be gained from affordable housing development. Therefore, one could expect
to see a wider range of projects both in terms of scale and location as compared to for profit
developers. Figure 7 shows the location of affordable housing units associated with non-profit

developers constructed between 1963 and 2010.

Figure 10: Location of affordable housing units associated with non-profit developers constructed between 1963 and
2010, Sources: (Furman Center, 2015, US Census, 2010)
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Generally, the spatial distribution as compared to units developed by for-profit
developers is similar. However, there is less of a concentration in northern Brooklyn and more in
the Bronx as a proportion of total developments and units. There are several non-profit
affordable housing developments in the East Village and Lower East Side and several on the
Upper East Side and Upper West Side neighborhoods of Manhattan. These neighborhoods saw
very few affordable housing developments done by for-profit developers. Perhaps, the
explanation for this difference is that during the time period when for profit affordable housing
development became more appealing, these neighborhoods already had high property values and
therefore high acquisition costs. This makes it less appealing to a for-profit affordable housing
developer. A table which shows the number of developments and units associated with non-

profit affordable housing developers is included in Table 19.

Table 19: Non-profit development and unit counts by borough

Number of Percentage of

Developments Number of Units Total Units
Bronx 107 7644 26%
Brooklyn 134 9722 34%
Manhattan 155 10654 37%
Queens 7 440 2%
Staten Island 4 413 1%
Totals 407 28,873 100%

Sources: (Furman Center, 2015, US Census, 2010)

Tables 20 and 21 show the results of bi-variate regression models which compared the number of
affordable housing units constructed by non-profit developers to neighborhood housing and

economic changes.
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Table 20: Non Profit Developer Units as Compared to Housing Indicators

Household
Heads
# of Structures | Moved into
# of # of Occupied | Median Owner- Renter- Built More | Unit Less
2010 Housing Housing | Vacant Housing Home Occupied | Occupied | Median | than 30 than 10 Cost-Burden
Indicators Population | Units Units Units Value Units Units Rent Years Ago | Years Ago Households
coefficient 7.7336 4.0906 0.3314 3.7592 -7.2316 -0.6823 4.4415 | -0.5305 3.031 2.2585 0.0072
t-value 7.7 8.03 5.23 8.01 -0.07 -3.31 11.41 -2.49 6.49 8.81 1.62
r-squared 0.0264 0.0287 0.0121 0.0285 -0.0005 0.0046 0.0572 0.0024 0.0188 0.0344 0.0007
1980-2010
Housing
Indicators
Difference
coefficient 1.7262 0.4567 | -0.4163 0.873 53.6698 0.2981 0.575 -0.388 2.5535 -0.5925 | N/A
t-value 3.81 2.38 -7 4.9 0.52 2.02 2.84 -1.97 7 -3.43 | N/A
r-squared 0.0062 0.0022 0.0218 0.0106 -0.0003 0.0014 0.0033 0.0013 0.0218 0.005 | N/A
1990-2010
Housing
Indicators
Difference
coefficient 0.9728 0.7232 | -0.06585 0.7891 | 140.3242 0.2008 0.5883 0.0418 1.1064 -0.1104 -0.0003
t-value 2.54 4.39 -1.51 5.27 1.48 2.56 4.21 0.23 2.87 -0.96 -0.06
r-squared 0.0025 0.0084 0.0006 0.0123 0.0005 0.0026 0.0077 | -0.0004 0.0034 0 -0.0005
2000-2010
Housing
Indicators
Difference
coefficient 0.7721 0.4315 -0.086 0.5176 -5.8501 0.2063 0.3113 0.0955 1.6838 -0.0729 0.0014
t-value 2.81 3.38 -2.01 4.49 -0.07 4.01 2.98 0.59 3.95 -0.68 0.18
r-squared 0.0032 0.0048 0.0014 0.0088 -0.0005 0.007 0.0037 | -0.0003 0.0067 -0.0002 -0.0004

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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Table 21: Non Profit Developer Units as Compared to Economic Indicators

Median High School | Bachelor
2010 Economic Household Per Capita Persons in Persons Degree or Degree or Professional
Indicators Income Income Poverty Unemployed Less More Employees Self Employed
coefficient -69.4209 -2.0301 3.561 0.5513 2.2675 1.345 1.279 0.2845
t-value -5.46 -0.19 11.07 8.5 5.87 2.77 3.71 3.45
r-squared 0.0132 -0.0004 0.0535 0.0321 0.0153 0.0031 0.0059 0.005
1980-2010 Housing
Indicators Difference
coefficient -39.9761 7.1942 -0.7591 0.095 -0.1822 1.0105 1.0055 0.2531
t-value -3.64 0.77 -3.92 1.95 -0.66 4.06 5.77 4.46
r-squared 0.0056 -0.0002 0.0066 0.0013 -0.0003 0.0072 0.0148 0.01
1990-2010 Housing
Indicators Difference
coefficient -9.4568 15.6788 -0.8201 -0.0368 -0.2804 0.5773 0.5758 0.1563
t-value -1.07 2.35 -4.74 -0.79 -1.49 3.32 4.4 3.38
r-squared 0.0001 0.0021 0.0099 -0.0002 0.0006 0.0046 0.0085 0.0048
2000-2010 Housing
Indicators Difference
coefficient -3.7405 12.246 -0.5814 -0.1205 -0.1562 0.3787 0.3555 0.1201
t-value -0.5 2.56 -3.95 -2.32 -1.17 2.94 3.47 2.92
r-squared -0.0003 0.0026 0.0068 0.002 0.0002 0.0035 0.0051 0.0035

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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There are several sets of t-values and coefficients which indicate that affordable housing
units constructed by non-profit developers led to neighborhood economic development and
stabilization. First, as compared to other separations of analysis for affordable housing units, the
non-profit developments were the most effective at reducing poverty levels and showed
statistical significance for every time period, except for the most recent examined 2010. Second,
there were positive significant t-values for all time frames for number of individuals who
achieved a Bachelor’s degree and higher of education, professional employees, and number of
people who are self-employed. Third, the number of vacant units located in these census tracts
had statistically significant decreases for two of the time periods examined. This indicates that
non-profit affordable housing development helps to reduce the number of vacant units on a
census tract level. Forth, the age of the structures where these units were built was statistically
significant for all times frames. This shows that non-profit affordable housing developers are

more likely to construct units in areas which have an aging housing stock.

Another general trend of census tracts with non-profit affordable housing units was lower
than average economic development indicators in the most recent decennial census, but positive
trends for the longitudinal variables. This longitudinal positive correlation shows that non-profit
affordable housing developers are effective at increasing economic development on the census

tract level.
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Figure 11: The location of affordable housing developments by period of construction. Sources: (Furman Center,
2015, US Census, 2010)

In order to see potential political impacts of affordable housing unit development and
scale, this study examines the location and development of affordable housing units during
different mayoral tenures. To differentiate between the previous sections, which compared units
constructed over a time frame ranging from 1957 to 2010, this section will only examine units
constructed during the years in which the respective mayor was in office. The number of units
for the time frame will again be regressed to different categories of housing and economic
variables. However, the comparison of these variables will be with all types of affordable
housing units constructed during the time frame as opposed to separation by regulatory

agreement, tenure, and type of developer.

For example, when examining Ed Koch’s term as mayor, all affordable housing units
constructed between 1978 and 1989 will be run in bi-variate regression models with 1990
decennial Census as well as the difference between 1980 and 1990 decennial census housing and
economic indicators. Running the regression with only the units constructed during the time

frame will improve the research validity in separating out the short and long-term effect of

69



Steven Getz

affordable housing development as well as drawing a comparison of housing initiatives during

different political contexts.

Ed Koch’s Mayoral Term (1978-1989) and Affordable Housing Units

Ed Koch became the mayor of New York city in 1978 when it was near the peak of its
decline. It is estimated that New York City lost 800,000 people or approximately 10 percent of
its population between 1970 and 1980 (Schill and Daniels, 2003). In 1986, Koch passed his 10-
year housing plan with the goal of $5.1 billion in investment and the development of 252,000
housing units comprised of both new construction and the renovation of formerly vacant units
(Koch, 1989). The plan included 60 percent of units for low income families, 27 percent for
moderate income families, and 13 percent for middle income families (Koch, 1989). Through the
process local communities were consulted about where and how to develop these units as well as

the type and income range they hoped for them serve (Koch, 1989).

Results of the housing plan showed entire communities in the Bronx, Harlem, and
Central Brooklyn as revitalized though the construction of new units and renovation of formerly
vacant buildings. With the new housing came local commercial development (Koch, 1989). It is
estimated that 1,000 new apartments a month were being developed during the portions of
Koch’s administration. It is often viewed as one of the primary catalysts which led to the
reoccupation of many neighborhoods of New York City. Figure 8 shows the location of

affordable housing units constructed under the Koch administration between 1978 and 1989.
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Figure 12: Location of affordable housing development constructed between 1978 and 1989

Sources: (Furman Center, 2015, US Census, 2010)

Visually the distribution of affordable housing units during this time follows similar
trends with large amounts of development in the South Bronx, Central Brooklyn, and Upper
Manhattan. There were also several developments located in the Gowanus and Sunset Park
neighborhoods of Brooklyn as well as the East Village and Chelsea in Manhattan. As compared
to other divisions of affordable housing units, in particular those developed by for-profit entities
and ones that utilize project-based Section 8, the distribution across neighborhoods is more
equitable. The largest number of both developments and units were located in Manhattan during
this time period. A comparison of the number of developments and units by borough is included

in Table 22.

Table 22: Development and unit counts by borough under Ed Koch
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Percentage of

Number of Total Renter-

Developments Number of Units Occupied Units
Bronx 134 16377 28%
Brooklyn 145 14919 25%
Manhattan 149 22889 39%
Queens 21 4242 7%
Staten Island 6 580 1%
Totals 455 59,007 100%

Sources: (Furman Center, 2015, US Census, 2010)

Tables 23 and 24 show the results of bi-variate regressions which compared census tracts with
affordable housing units constructed during between 1978 and 1989. The reason 1990 decennial
census data and the difference between 1980 and 1990 decennial census data were used is based

on the enactment of Koch’s housing plan occurring in 1986.
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Table 23: All Affordable Housing Units Developed between 1978 and 1989 as Compared to Housing Indicators

Household
Heads
# of Structures | Moved into
# of # of Occupied | Median Owner- Renter- Built More | Unit Less
1990 Housing Housing | Vacant Housing Home Occupied | Occupied | Median | than 30 than 10 Cost-Burden
Indicators Population | Units Units Units Value Units Units Rent Years Ago Years Ago Households
Coefficient 4.1958 2.244 0.2241 2.0199 | -7.2407 -0.1817 2.2 | -0.1036 0.7227 1.6045 0.012
t-value 9.62 10.05 9.45 9.76 -0.34 -2.43 12.24 -3.34 4.25 13.74 0.56
r-squared 0.0407 0.0442 0.0393 0.0417 | -0.0004 0.0023 0.0644 0.0047 0.0078 0.0799 -0.0003
1980-1990
Housing
Indicators
Difference
Coefficient 1.4835 0.5201 | -0.0671 0.5873 | 10.7507 0.2011 0.3862 | -0.0681 1.0482 0.2671 N/A
t-value 12.72 11.23 -3.1 15.1 0.62 4.73 7.84 -3.12 6.49 4.84 N/A
r-squared 0.0692 0.0547 0.004 0.095 | -0.00003 0.0098 0.0272 0.004 0.0186 0.0103 N/A

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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Table 24: All Affordable Housing Units Developed between 1978 and 1989 as Compared to Economic Indicators

Median High School | Bachelor
1990 Economic Household Per Capita Persons in Persons Degree or Degree or Professional
Indicators Income Income Poverty Unemployed Less More Employees Self Employed
coefficient -19.2851 0.6379 1.9287 0.2823 1.2095 0.9893 0.8273 0.1214
t-value -6.68 0.26 12.86 11.24 6.88 5.87 6.42 4.42
r-squared 0.0201 0 0.0707 0.0548 0.021 0.0152 0.0182 0.0085
1980-1990 Economic
Indicators Difference
coefficient -7.062 3.078 0.4013 0.1028 0.2988 0.5671 0.4703 0.0614
t-value -3.5 1.8 7.15 6.6 4.25 11.23 12.74 5.4
r-squared 0.0052 0.001 0.0227 0.0193 0.0078 0.0547 0.0694 0.0128

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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For the analysis of regressions during Koch’s mayoral term, the variables which do not
show statistical significance speak to neighborhood economic development in a similar capacity
as do the variables which do show statistical significance. For example, the median home values
and per capita income did not have statistical significance for either set of census periods
examined. This shows that these neighborhoods had begun the stabilization process during this

10-year time frame.

Another item to note is the positive statistically significant correlation between a
reduction in the number of vacant units between 1980 and 1990 for tracts with affordable
housing construction. This result helps to prove Koch’s stated goal of reducing the number of
vacant units is particular neighborhoods. Additionally, the population and number of occupied
housing units showed large positive t-values and coefficients for both time frames. This helps to
support another state goal of Koch’s plan which was to re-occupy these neighborhoods by

creating affordable quality housing.

Economic indicators such as median household income, number of people in poverty, and
the number of people who are unemployed all maintained negative t-values for both 1990 and
the difference between 1980 and 1990. A potential indication of this is that the effect of higher
income individuals moving into the neighborhood is a longitudinal process which may take more

than a decade. This theory will be further discussed in the conclusion section of the paper.

Mayor Dinkins and Mayor Guiliani (1990-2001) Units

The mayoral terms of David Dinkins and Rudi Guiliani were combined for the purpose of
this study due to the availability of census data of a decennial basis and the lack of a significant

new affordable housing plan for either mayor. The largest aspect of Dinkins housing plan was to
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expand assistance for low-income tenants and homeless New Yorkers (Terry, 1990). Dinkins
expanded Koch’s original 10-year housing plan enacted in 1986 to increase the average subsidy
provided by the New York City Housing Preservation and Development (HPD) from $42,000 a

unit to $48,000 a unit (Terry, 1990).

Mayor Guiliani also worked off of the housing plan put forth by Koch in 1986. The major
policy initiative by Guiliani was to ease restrictions on new construction in order to address the
increasing demand of housing in New York City with a more rapid increasing supply (Lueck,
1996). The easing of restrictions under the Guiliani administration included allowing residential
development in manufacturing areas and over 30 zoning-change proposals scattered in different
neighborhoods around the city (Lueck, 1996). Guiliani’s supply side approach to housing was
seen as a response to the lack of financial assistance which was being provided under the Reagan
administration. His theory of housing construction is in line with the filtering theory that building
units for middle and high-income citizens will eventually lead to a trickle-down effect and
additional housing supply will become available for both middle and low-income citizens

(Galster and Rothberg, 1992).

Figure 9 shows the location of affordable housing developments between 1990 and 2001 under

both mayor Dinkins and Guiliani.
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Figure 13: Location of affordable housing developments between 1990 and 2001

Sources: (Furman Center, 2015, US Census, 2010)

The visual distribution of affordable housing development during this time shows

concentrations in the neighborhoods of Bedford-Stuyvesant, Bushwick, Lower East Side,

Harlem, and the South Bronx. However, there are more outliers for development in

neighborhoods that did not appear spatially concentrated in other unit analysis by type or time

frame. There are several developments in Red Hook, Brooklyn and Port Richmond, Staten

Island. A breakdown of affordable housing developments and units by borough is included

below in Table 25.
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Table 25: Development and unit counts by borough during Dinkins and Guiliani’s terms

Percentage of

Number of Total Renter-

Developments Number of Units Occupied Units
Bronx 192 11129 22%
Brooklyn 330 11120 22%
Manhattan 351 25164 51%
Queens 15 1406 3%
Staten Island 12 684 1%
Totals 900 49,503 100%

Sources: (Furman Center, 2015, US Census, 2010)

As compared to Koch’s administration, the number of developments was near double

while the number of units was 10,000 fewer. This shows a trend of a larger number of smaller

scale projects during the combined terms of Dinkins and Guiliani as compared to Koch. Perhaps

the reduction in large-scale projects can be associated with the reduction in subsides that were

made available to developers during the time period. Additionally, based on the re-zoning and

restriction reductions passed by Guiliani, these may have given greater benefit to developers

looking to renovate smaller buildings or construct developments with fewer units.

Tables 26 and 27 show the results of bi-variate regressions which compared census tracts

with affordable housing units constructed during between 1990 and 2001.
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Table 26: All Affordable Housing Units Developed between 1990 and 2001 as Compared to Housing Indicators

Household
Heads
# of Structures | Moved into
2000 # of # of Occupied | Median Owner- Renter- Built More | Unit Less
Housing Housing | Vacant Housing Home Occupied | Occupied | Median than 30 than 10 Cost-Burden
Indicators Population Units Units Units Value Units Units Rent Years Ago Years Ago Households
coefficient 5.1267 3.2155 0.4156 2.7999 | 133.6734 -0.2352 3.0351 0.0157 1.568 2.0791 0.004
t-value 8.35 10.71 15.5 9.85 3.66 -2.01 12.68 0.23 6.07 11.74 0.84
r-squared 0.0308 0.0499 0.0996 0.0428 0.0058 0.0014 0.0687 | -0.0004 0.0163 0.0594 0
1990-2000
Housing
Indicators
Difference
coefficient 0.8623 0.6315 | -0.0121 0.6435 | 241.3241 0.1216 0.5218 0.2791 1.7166 0.6162 -0.0033
t-value 5.56 12.22 -0.65 13.36 7.14 4.03 11.73 6.45 7.76 12.69 -1.03
r-squared 0.0136 0.0641 | -0.0003 0.0758 0.0226 0.007 0.0594 0.0184 0.0266 0.0688 0

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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Table 27: All Affordable Housing Units Developed between 1990 and 2001 as Compared to Economic Indicators

Median High School | Bachelor
2000 Economic Household Per Capita Persons in Persons Degree or Degree or Professional
Indicators Income Income Poverty Unemployed Less More Employees Self Employed
coefficient -24.0287 15.6673 2.1739 0.4253 1.409 1.5432 1.2901 0.2681
t-value -4.41 3.01 10.37 11.08 5.85 5.74 6.51 5.5
r-squared 0.0086 0.0037 0.047 0.0533 0.0151 0.0146 0.0188 0.0133
1990-2000
Economic Indicators
Difference
coefficient 8.3179 16.7985 -0.1232 0.0872 -0.0384 0.5804 0.5228 0.1135
t-value 2.97 6.94 -1.53 3.45 -0.48 10.07 11.48 5.91
r-squared 0.0036 0.0213 0.0006 0.005 -0.0004 0.0443 0.057 0.0154

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)

80




Steven Getz

The positive effects of affordable housing development on neighborhood level economic
development are very clear in this time frame. Areas where affordable housing units were
constructed saw statistically significant positive increases in median home value and per capita
income for both time periods as well as increases in median household income for the
comparison between the 1990 and 2000 decennial Census’. Additionally, the number of people
who had obtained a Bachelor’s degree or greater and were either professional employees or self-

employed saw statistically significant positive increases.

An interesting aspect of this time is the statistically significant increase in median rents
for tracts with affordable housing construction. This may be the results of a greater number of
mixed income projects being built during this period utilizing LIHTC. If the projects are mixed-
income there is potential for rents in the census tract to raise overall even with the construction
of rent-regulated units. As with the Koch era, both population and the number of occupied

housing units saw large increases and produced positive t-scores as well as large coefficients.

It is difficult to attribute the increases in economic development documented during the
time frame as specific to the policies adopted by either administration or as a carryover from the
housing plan of 1986 enacted by Koch. There is evidence to support the delayed effect of
neighborhood level economic development which can take anywhere between one to two
decades based on the culmination of statistical analyses done in this report. This will be further

discussed in the conclusion section of this study.
Mayor Bloomberg (2002-2013) Units
Mayor Bloomberg enacted the New Housing Marketplace Plan in 2003 with the initial

goal of investing $3.4 billion to build and preserve 68,000 units. By 2006, a revision of the plan
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expanded the original to include a total of $7.5 billion of investment and 165,000 units (Loeser,
2006). Pillars of Bloomberg’s plan to create affordable housing units included the use of City-
owned land for development, a focus on affordable housing for middle-income families, the
revising of tax incentives and structures such as the 421-a program, and a renewed focus on the
preservation of affordable units. Figure 10 shows the location of affordable housing
developments between 2002 and 2012. It does not include development from 2013, as these are

not provided in the SHIP database which was used for this study.

Figure 14: Location of affordable housing developments between 2002 and 2012
Sources: (Furman Center, 2015, US Census, 2010)

As compared to other mayoral terms, the Bloomberg administration had more affordable
housing development along the Brooklyn waterfront as well as areas of Midtown Manhattan. The

majority of these projects are not 100% low —income, but have a portion of the units designated
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under regulatory agreements. The SHIP database does not include the portion of market rate as
compared to rent-regulated units. This limitation is further discussed in the limitations section of
the paper. Other areas with large number of affordable housing developments include Central
Brooklyn, Upper Manhattan, and the South Bronx. A breakdown of the units constructed during

Bloomberg’s term is included in Table 28 below.

Table 28: Development and unit counts by borough under Bloomberg administration

Percentage of

Number of Total Renter-

Developments Number of Units Occupied Units
Bronx 279 17285 35%
Brooklyn 288 8488 17%
Manhattan 285 21438 43%
Queens 21 1954 4%
Staten Island 5 454 1%
Totals 878 49,619 100%

Sources: (Furman Center, 2015, US Census, 2010)

The total number of units under the Bloomberg administration is relatively similar to the
number of units constructed under Dinkins and Guiliani. However, a larger portion under
Bloomberg were built in the Bronx and fewer in Brooklyn than the previous political

administrations.

Regression results for units constructed between 2002 and 2012 as compared to housing
and economic indicators from the 2010 census and differences between the 2000 and 2010

census are included below in Tables 29 and 30.
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Table 29: All Affordable Housing Units Developed between 2002 and 2012 as Compared to Housing Indicators

Household
Heads
# of Structures | Moved into
# of # of Occupied | Median Owner- Renter- Built More | Unit Less
2010 Housing Housing | Vacant Housing Home Occupied | Occupied | Median | than 30 than 10 Cost-Burden
Indicators Population | Units Units Units Value Units Units Rent Years Ago Years Ago Households
Coefficient 2.6953 1.6496 0.2496 1.4 | -168.295 -0.5346 1.9346 | -0.0559 0.3062 0.871 0.0032
t-value 5.38 6.52 8.07 6 -3.1 -5.28 10.07 -0.5 1.32 6.83 1.45
r-squared 0.0127 0.0188 0.0288 0.0159 0.004 0.0123 0.0443 | -0.0003 0.0003 0.0207 0.0005
Household
Heads
2000-2010 # of Structures | Moved into
Housing # of # of Occupied | Median Owner- Renter- Built More | Unit Less
Indicators Housing | Vacant Housing Home Occupied | Occupied | Median | than 30 than 10 Cost-Burden
Difference Population | Units Units Units Value Units Units Rent Years Ago Years Ago Households
Coefficient 1.8119 1.095 0.103 0.9922 | -271.323 0.0828 0.9093 0.2384 0.3594 0.51 0.0034
t-value 13.99 18.8 491 18.81 -6.35 3.28 19.16 2.9 1.94 10.59 0.91
r-squared 0.0825 0.14 0.0106 0.1402 0.0178 0.0045 0.1446 0.0034 0.0013 0.0489 -0.0001

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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Table 30: All Affordable Housing Units Developed between 2002 and 2012 as Compared to Economic Indicators

Median High School | Bachelor
2010 Economic Household Per Capita Persons in Persons Degree or Degree or Professional
Indicators Income Income Poverty Unemployed Less More Employees Self Employed
coefficient -26.9772 6.5695 1.5356 0.1955 0.6978 0.1125 0.2466 0.045
t-value -4.26 1.24 9.63 6.07 3.64 0.47 1.45 1.11
r-squared 0.0078 0.0002 0.0407 0.0163 0.0056 -0.0004 0.0005 0.0001
Median High School | Bachelor
2000-2010 Economic Household Per Capita Persons in Persons Degree or Degree or Professional
Indicators Difference Income Income Poverty Unemployed Less More Employees Self Employed
coefficient 5.5406 14.5607 -0.0095 -0.0501 0.1946 0.4273 0.4371 0.0787
t-value 1.51 6.23 -0.13 -1.96 2.96 6.8 8.83 3.91
r-squared 0.0006 0.0172 -0.0005 0.0013 0.0036 0.0205 0.0343 0.0065

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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The housing and economic variables under the Bloomberg administration of significance
include median home values, per capita income, household turnover in the past 10 years, and
educational attainment. During the Bloomberg administration, home values in 2010 and the
difference between 2000 and 2010 showed negative statistically significant t-values. This
indicates that the median home values where affordable housing units were constructed
decreased or appreciated at a slower rate than in census tracts where none were built.
Additionally, the lowest level of educational attainment, individuals who hold a high school

degree or less, had significant t-values for both time periods of examination.

However, when viewed on a longitudinal level, there are several indicators of positive
economic development where affordable housing units were constructed. For example, the per
capita income, bachelor degree or higher level of education, professional employees, and self-
employed individuals, all saw significant positive increases when the changes between 2000 and
2010 were compared between census tracts with and without affordable housing units. This
could indicate that affordable housing had the potential to improve economic conditions in tracts
where they were constructed, but that it took at least a decade for the results to be statistically

significant.

ALL AFFORDABLE HOUSING UNITS CONSTRUCTED BETWEEN 1957 AND 2010

In the previous subsections of this study, units have been divided by type of regulatory
agreement, tenure, developer, political administration and time frame. The synthesis of this
section will examine the construction of all affordable housing units between 1957 and 2010 as
compared to neighborhood economic development for four different time scales, the most recent

decennial census of 2010, the difference in census variables between 1980 and 2010, the
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difference in variables between 1990 and 2010, and the difference in variables between 2000 and
2010. A location of all affordable housing units constructed between 1957 and 2010 is included

in Figure 11 below.

Figure 15: All affordable housing developments constructed between 1957 and 2010
Sources: (Furman Center, 2015, US Census, 2010)

When all of the affordable housing units are New York City are presented visually, the
prominence across large portions of the city becomes clearer. For example, there are very few
affordable housing projects in Queens and Staten Island as compared to the other three boroughs.
Additionally, every neighborhood in Manhattan has at least one affordable housing project as do

the majority of neighborhoods in the Bronx and Brooklyn. Concentration in Central Brooklyn,
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Upper Manhattan, the Lower East Side of Manhattan, and the South Bronx becomes more vivid.
A comparison of all affordable housing units constructed between 1957 and 2010 by borough is

included in the Table 31.

Table 31: Development and unit counts for all affordable projects by borough

Percentage of

Number of Total Renter-

Developments Number of Units Occupied Units
Bronx 721 93901 30%
Brooklyn 867 75307 24%
Manhattan 929 115811 37%
Queens 86 25699 8%
Staten Island 38 5794 2%
Totals 2,641 316,512 100%

Sources: (Furman Center, 2015, US Census, 2010)

The number of affordable housing units initially constructed or currently under either
LIHTC, Mitchell-Lama or project-based Section 8 is over 300,000 for New York City. For
comparison, according to the 2010 decennial census there were a total of 3,371,062 housing units
in New York City with an occupancy rate of near 93%. Therefore, about 9.3% of the occupied
housing stock in New York City is under regulatory agreement. Figure 12 shows the percentage
of units with regulatory agreement as compared to the total number of housing units by census

tract.
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Figure 12: The percentage of units with regulatory agreement as compared to housing stock by census tract (Furman
Center 2015, PLUTO 2010, and US Census 2010)

A visual comparison of the percentage of units with regulatory agreement as compared to
total housing units by census tracts shows clear patterns of affordable housing unit concentration.
In neighborhoods such as Bushwick, East New York, Brownsville, Central Harlem, East Harlem,
and the majority of the south Bronx almost every census tract has over 10% of the units under
regulatory agreement. It is also important to note that the calculations for the number of units
with regulatory agreement do include public housing units which make up a large portion of the
stock for certain neighborhoods, particularly in East Harlem, Brownsville, and East New York. If
public housing were include, then the percentage of all units with rent restrictions would

increase.
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Bi-variate regression analysis was conducted which used all affordable housing units
with LIHTC, project-based Section 8, and Mitchell-Lama to census variables for the four prior

mentioned time periods. Results are included in Tables 32 and 33.
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Table 32: All Affordable Housing Units Developed between 1957 and 2012 as Compared to Housing Indicators

Household
Heads
Structures | Moved
# of Built into Unit
# of # of Occupied | Median | Owner- Renter- More Lessthan | Cost-
Housing | Vacant | Housing | Home Occupied | Occupied | Median than 30 10 Years Burden
2010 Housing Indicators | Population | Units Units Units Value Units Units Rent Years Ago | Ago Households
coefficient 1.1904 | 0.6569 | 0.0334 0.6235 | -45.2443 0.0575 0.566 -0.0443 0.5015 0.2909 -0.0005
t-value 13.58 14.88 5.89 15.37 -4.64 3.11 16.83 -2.32 12.27 12.9 -1.3
r-squared 0.0786 | 0.0929 | 0.0154 0.0985 0.0095 0.004 0.116 0.002 0.065 0.0714 0.0003
1980-2010 Housing
Indicators Difference
coefficient 0.147 | 0.1338 | -0.0095 0.1433 | -38.0951 | 0.09499 0.0484 -0.0395 0.055 -0.1322 N/A
t-value 3.61 7.88 -1.77 9.09 -4.13 7.24 2.66 -2.23 1.66 -8.66 N/A
r-squared 0.0056 | 0.0276 0.001 0.0366 0.0074 0.0234 0.0028 0.0019 0.0008 0.0333 N/A
1990-2010 Housing
Indicators Difference
coefficient 0.0884 | 0.0924 | 0.0017 0.0906 | -29.9648 0.0728 0.0178 -0.006 0.0078 0.009 -0.0002
t-value 2.57 6.28 0.44 6.78 -3.52 10.61 1.42 -0.37 0.23 0.88 -0.43
r-squared 0.0026 0.018 | -0.0004 0.0205 0.0053 0.0493 0.0005 -0.0004 -0.0004 -0.0001 -0.0004
2000-2010 Housing
Indicators Difference
coefficient 0.1354 | 0.0827 | -0.0033 0.086 -33.04 0.0438 0.0422 -0.0018 0.2639 -0.0001 0.0004
t-value 5.52 7.29 | -0.087 8.41 -4.24 9.66 4.52 -0.13 6.95 -0.02 0.65
r-squared 0.0135 | 0.0237 | -0.0001 0.0314 0.0078 0.0412 0.009 -0.0005 0.0215 -0.0005 -0.0003

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)
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Table 33: All Affordable Housing Units Developed between 1957 and 2012 as Compared to Economic Indicators

Median Per High School | Bachelor
Household Capita Personsin | Persons Degree or Degree or Professional
2010 Economic Indicators Income Income Poverty Unemployed Less More Employees Self Employed
coefficient -5.3265 0.8028 0.3147 0.0667 0.3356 0.2846 0.2381 0.0314
t-value -4.66 0.83 10.89 11.63 9.81 6.59 7.78 4.26
r-squared 0.0095 | -0.0001 0.0519 0.0587 0.0424 0.0193 0.0269 0.0079
1980-2010 Housing Indicators
Difference
coefficient -3.4134 1.2975 0.01458 0.0198 -0.1276 0.1867 0.1429 0.0217
t-value -3.46 1.54 0.84 4.55 -5.17 8.48 9.31 4.55
r-squared 0.0051 0.0006 -0.0001 0.0091 0.0118 0.0319 0.0383 0.0091
1990-2010 Housing Indicators
Difference
coefficient -0.989 1.5382 -0.0366 0.008 -0.0976 0.121 0.0831 0.0115
t-value -1.24 2.58 -2.35 1.92 -5.83 7.85 7.14 2.78
r-squared 0.0003 0.0026 0.0021 0.0012 0.0151 0.0274 0.0227 0.0031
2000-2010 Housing Indicators
Difference
coefficient -0.7665 0.8315 -0.01 0.0034 -0.0017 0.0727 0.0585 0.0067
t-value -1.15 1.94 -0.76 0.74 -0.14 6.34 6.42 1.82
r-squared 0.0001 0.0013 -0.0002 0.0003 -0.0005 0.0179 0.0184 0.0011

Sources: (Furman Center, 2015, US Census, 2010, Logan et. al, 2014)

92




Steven Getz

When all units are examined and regressed to housing and economic indicators
longitudinal patterns become more apparent as does the distinction between the effectiveness of
different types of affordable housing in producing economic development and stabilization. First,
it is important to note that there were positive statistically significant results for the number of
people who had earned a bachelor degree or higher, professional employees, or self-employed
individuals for all time frames. Second, there are no statistically significant results for the
number of households which were cost burdened in areas with affordable housing development
as compared to those with no development. This indicates that the supply of affordable units is
not meeting demand. Even with the construction of affordable units in large numbers, making up
approximately 9.3% of the housing stock in 2010, there are still large portions of households

which are cost burdened.

The per capita income and number of people in poverty show significant results for the
difference in census tract variables between 1990 and 2010. This helps to provide evidence that
the economic development effect of affordable housing can take approximately two decades.
Perhaps the most striking aspect of the all unit comparison is the negative statistically significant
t-values for median home values. This would indicate that affordable housing development do
lower home values. However, when a more granular approach of examination was taken, this
fact did not hold true for LIHTC units and was found to be statistically insignificant for units

built by non-profit developers and cooperatively owned units.

The total population and number of occupied housing units were positively statistically
significant for all years studied. This is not necessarily surprising, as it would be expected that
tracts with affordable housing construction would generally have a greater number of units added

and population compared to tracts that did not experience this type of construction. However, it
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helps to support the theory that affordable housing construction stabilizes neighborhoods by

adding population and new housing stock.

Limitations

The SHIP database is considered to be the most complete and accurate source of
affordable housing projects in New York City, however there is a potential for errors in the data
and missing affordable housing projects. Within the SHIP dataset there is not a distinction
between which affordable housing developments are classified as new construction, renovation,
or preservation of units. Therefore, an analysis could not be conducted which compared these
various types of development. Additionally, within the SHIP database another limitation was that
the buildings did not distinguish between 100 percent affordable and mixed-income properties.
Therefore, the current trend of mixed-income housing was not able to be distinguished and

identified in this analysis.

As with any type of statistical regression analysis, there are inherently other factors which
have an effect on the dependent variables that are not included in the study. There are a near
unlimited number of factors which can be associated with neighborhood level economic
development. Therefore, it is not feasible to attribute changes in neighborhood housing and

economic indicators solely to the construction of affordable housing.

When comparing variables associated with income, there is the potential for the units
with regulatory agreement to skew the results of the regression. Since individuals who are living
in properties with regulatory agreements are inherently low-income, these individuals will have

an effect on the income variables. In order to improve the methodology of the study, population
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estimates for individuals living within the units with regulatory agreement could potentially be
separated from individuals living in market rate housing. However, the scale of this for a city

wide study was outside of the scope of this paper.

Conclusions and Policy Recommendations

CONCLUSIONS

One of the stated purposes of this paper was to attempt to disprove the theory that
affordable housing construction leads to declining property values and overall quality as
measured by various housing and economic indicators. A broad sweeping statement about the
effect of affordable housing construction on neighborhood change cannot be made from the
results of the bi-variate regression models ran for this study. The effect of the number of
subsidized units on housing and economic indicators depends on a multitude of factors, including
but not limited to, the type of regulatory agreement associated with the units, the tenure of the
residents, the status of the developer, and the timeframe of the neighborhood change being
examined. For example, the effect of LIHTC unit construction when viewed over a twenty-year
time frame showed increased property values, whereas by contrast, the effect of project-based
Section 8 on surrounding property values was negative in the third, ten, and zero year time
intervals. The granular discrepancies between the different factors that led to not all affordable
housing units being treated the same resulted in differences of the regression outputs which also

distinguished between factors associated with the unit itself as well as the time frame studied.

With the results of the different time periods study, it is important to make the distinction

that the longer the time frame between noted changes in the dependent variables, the less likely
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these changes can be attributed to the construction of affordable housing units. For example, it is
more methodologically sound to attribute changes to certain units being added to a census tract
on the ten year time frame as compared to the thirty year for the simple reason that more factors
lead to neighborhood change as a result of a longer time frame. Therefore, the results of the bi
variate regression models which show changes on the thirty year time frame should be given less
weight than those on the twenty and ten year time intervals. Additionally, when viewing the
results it is important to note that the zero year period serves as a type of control. The zero year
time frame, or the housing and economic indicators examined from the 2010 Census, show the
neighborhood characteristics associated with the location of the construction of affordable
housing units as compared to the resulting neighborhood changes. Overall, neighborhood change
is a constant process and it can be difficult to assign just one or even a number of factors to

describe how and why it has changed over any time frame, long or short.

The three theories of neighborhood change and economic development previously
discussed in the literature review section are revisited with connection to the regression results in
order to create policy recommendations. The ecological/filtering model appears to hold true
based on the longitudinal nature of changes which occurred in both tracts with and without
affordable housing development. Neighborhood change is a slow process in which economic
development may take decades to occur. This theory explains the estimated 10 to 20 year interval
between affordable housing construction and the highest levels of neighborhood economic
development as measured by the regressions used in this study. Additionally, the reduction of
regulation which increases supply and filters lower cost units to low and middle income residents
works to explain the positive economic development variables seen during the Dinkins and

Guiliani administration.
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The political economy theory describes the large number of units which have been
developed by for-profit entities since the enactment of LIHTC in 1986. Under this theory, all
housing construction is driven by developers who are seeking profit, rather than moral obligation
or public good which is often associated with non-profits. Additionally, the political economy
model explains the consist construction of large numbers of affordable housing units through
various mayoral campaigns. Since the 1980s, the affordability of housing has been a major
concern and continues to be for voters in New York City. Therefore, it is in the political interest

of mayoral administrations to address this problem through a variety of methods.

Lastly, the social-cultural theory applies to the construction of Mitchell-Lama units and
the resulting cooperative owned affordable housing units. Areas with both Mitchell-Lama units
and cooperatively owned affordable housing units had lower tenant turnover rates between 1980
and 2010 as compared to tracts without these types of units. The lower turnover rate has potential

for residents to gain collective efficacy and therefore stabilize a particular neighborhood.

POLICY RECOMMENDATIONS

Based on the results of the bi-variate regression models across different housing
initiatives and analyses, there appears to be a delayed effect of positive economic development
which ranges from 10 to 20 years. However, every time frame and unit division studied showed
statistically significant increases in population, total housing units, and occupied housing units in
tracts with affordable housing construction. This indicates neighborhood economic development
and reoccupation in its basic form. Although it is expected for tracts with affordable housing

development to see increases in both population and occupied housing units, this represents a
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basic concept of neighborhood level development which is that individuals needs to live in the

neighborhood and be provided adequate housing for its economic conditions to improve.

In terms of period and political administration, the Giuliani and Dinkins era produced the
most apparent economic development. It is hard to attribute this specifically to the policies
adopted by either administration or as a carryover result from the housing plan of 1986 enacted
by Koch. However, areas where affordable housing units were constructed saw statistically
significant positive increases in median home value and per capita income for both the 2000

decennial Census and changes between the 1990 and 2000 Census.

Another significant finding is the number of households which are considered to be cost-
burdened is not statistically significant in any of the time frames or division of units conducted in
this study. This indicates that the supply of affordable units is not meeting demand. A potential
solution to this would be reduced regulations associated with development and increased
incentives. This would align with the success of economic development associated with the
Dinkins and Guiliani administrations as well as the ecological and filtering theories of

neighborhood change and housing.

From the analyses conducted, the most effective form of regulatory agreement in
producing neighborhood level economic development are LIHTC units. Tracts which
experienced LIHTC development saw increases in home values over a 20 year period, a
reduction in vacant units over a 30 year period, reductions in the number of people living in

poverty over both 20 and 30 year periods, and increases in per capita income for all time frames.

For tenure, cooperatively owned affordable housing units appeared to be a better

neighborhood stabilizing force than rental units. These units produced no negative statistically

98



Steven Getz

significant results for categories associated with poverty concentration including median
household income, per capita income, and number of people in poverty. Additionally,
cooperatively owned units showed lower rates of residential turnover, which can create a

stronger community through increased collective efficacy.

Non-profit developments were more effective at reducing poverty levels then for profit
developments. These developments also showed positive significant t-values for all time frames
studied as related to the number of individuals who earned a Bachelor’s degree and higher of
education and were professional employees. Additionally, non-profit developers were effective

in reducing the number of vacant units and maintaining property values.

Based on the numerous regressions run, the ideal affordable housing development would
utilize LIHTC, be cooperatively owned, and developed by a non-profit entity. However, this is
logically unrealistic since LIHTC properties need to be renter-occupied. The recommendation
from this analysis is to promote each categorization of effective affordable housing development
separately. Ultimately, the best policy recommendation is to increase affordable housing unit
supply and the resulting positive neighborhood economic changes are likely to follow. However,
it must be noted that New York City as of 2017 is much different socioeconomically when
compared to 1980. There is not as much of a need to stabilize neighborhoods and reoccupy the
city through affordable housing development, but rather to maintain affordable places for both

new and long-term residents to live.

The preservation of affordable housing units is essential to maintain long-term
affordability for residents in areas where they were originally constructed. Although increasing
rents were only statistically significant for areas with LIHTC units over a 20-year period, median

rents were not negative statistically significant in many regression models which could indicate
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that rental units not associated with regulatory agreements in these census tracts have rents
raising quicker than the rest of the city. Additionally, many LIHTC units are approaching the
expiration of their 30-year regulatory contract and there is potential for a large number of these

units, particularly in neighborhoods with raising median rents, to leave the program.

A trend of opting out of affordability restrictions was seen previously with a portion of
Mitchell-Lama units. Of the approximate 132,000 units constructed with Mitchel-Lama tax
incentives and low rate mortgages, about 40,000 have since left the program (Furman Center,
2015). Of the units that left, approximately half of them are located in Manhattan, which
represents a disproportionate percentage. This can likely be attributed to higher property values
in neighborhoods such as the Upper West Side and Morningside Heights where many Mitchell-

Lama developments were built.

The two major policy recommendations are to increase the length of affordability
contracts and encourage LIHTC units, cooperatively owned affordable buildings, and non-profit
developers to construct additional affordable housing units. For LIHTC, the increased incentive
could involve a larger designation of 9% LIHTC for states that have shown success in
developing affordable units. For cooperatively owned affordable units, the city could designate
more of its land stock for these types of developments as is currently being done at Seward Park
and the Nehemiah houses. For non-profit developers, access to capital could be improved by
strengthening the Community Reinvestment Act (CRA) regulations and requiring banks to
provide more funding to non-profit entities. This is a wide range of solutions to address a

complex problem which has been at the forefront of New York politics for decades.

It has been shown that affordable housing development can lead to neighborhood

economic development over a 10 or 20 year period and most types of development do not reduce
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property values. The next step is increasing the political support of such projects and providing
developers with the access to capital and reduction in regulations to increase the supply of
affordable housing. This will simultaneously promote economic development and address the

affordability crisis.

Recommendations for Further Study

The next step in the process of assessing affordable housing units leading to economic
development would be to examine commercial businesses on the census tract level. Variables
associated with residents is just one portion of economic development. For a more robust
analysis of the effect of affordable housing on economic development, commercial development

must be examined in conjunction with residential.

Another step for a comparative study is to run the regression models with the affordable
housing units that have opted out of affordability restrictions removed. As mentioned in the
methodology section of the study, all units whether they were currently under regulatory
agreement or had opted out were included in the regressions. It would be an interesting
comparison to see the resulting longitudinal changes for tracts where units had recently opted out

of regulatory agreements or what conditions in tracts led to them opting out.

Lastly, a comparison of specific neighborhoods and developments to see a more granular
approach related to the connection between affordable housing and economic development
would add value to this study. Examining a set of developments or a particular neighborhood

would provide insight as to where changes were rapidly occurring.
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