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Currently, the Cleveland region is highly segregated by income and race like many old industrial cities.  People with choice tend to move farther from the city core and outward into the suburbs.  The farther out the suburb is, the more wealth and fewer minorities it has.

In the seven county region there are 244 separate communities and an overall poverty rate of approximately 9%.  Only 14% of those communities have a 9% poverty rate or higher.  The remaining 209 communities have less than the regional poverty rate.  This would indicate that the burden of regional poverty is being dealt with by only 35 of the communities in the entire region.

As expected, the municipalities with the highest burden are the older urban cores, inner ring suburbs to a lesser extent, and some older smaller cities and rural areas.  East Cleveland has the highest poverty rate of any city in the region at 31.3%.  Other cities with an unfair burden of poverty are Cleveland, Akron, Lorain, Painesville and Kent.  Other cities have an extremely low percent of poverty when compared with the region.  Hudson, for example, has only a 1.7% poverty rate.  Hudson has over 22,000 people and only 300 of those are living in poverty.  When compared with Cleveland’s 122,000, that is an insignificant amount.  Other cities that would be most effected by a responsibility for taking their fair share of the burden of poverty would be Parma, Mentor, Strongsville, Westlake, North Royalton, North Olmsted, Stow, Brunswick and Cuyahoga Falls.  Those would be most affected but 209 communities in all would need to increase their fair share.

Concentrated poverty is a catalyst for big problems like crime, poor schools and lack of education, lack of quality retail, lack of jobs, businesses, drug problems, prostitution, abnormally high vacancy rates and many other issues.  The region as a whole is effected in a negative way when poverty is concentrated into a handful of areas.  Concentrated poverty also breeds more poverty because it takes away opportunity from the people who live there and their children.  In an area of extreme poverty, a child has a far less chance to succeed in climbing his or her way out of poverty.  This is because without decent housing, retail, jobs, good schools or a good environment, there are few opportunities for such an individual.

A Fair Share Housing Policy is important because it will facilitate opportunities for low-income residents.  By spreading out the poverty of the region, throughout the region, there will be less concentrated poverty, more opportunity and less disconnect.  It will help bring low-income persons in need of jobs, to those jobs they need.  Resources will be spread more equally throughout the region and the region as a whole will improve.  Poverty can never be completely rid of, but it can be reduced, and so can the negative effects it brings.

The Issue of Race

In Cleveland, race is highly correlated with poverty.  Therefore, a Fair Share Housing Policy might need to include a racial piece.  But more likely, if communities were to take their fair share of low-income persons from the region into their boundaries, their racial compositions would naturally change.  

The region as a whole is 14% African American, yet there are communities like East Cleveland which is 94.2% black.  Warrensville Heights is 91% black.  The city of Cleveland is home to 246,242 blacks, the most of any city in Ohio.  When you compare the impoverished cities to the cities with a high count of African Americans you notice that they are mostly the same cities.  When you compare wealthy cities lacking in poverty, to those cities which are almost 100% white, you also notice that those cities are highly similar.

What Fair Share Housing Would Look Like

If communities were truly to take their “fair share” of low-income housing and residents, our region would be much different than it is today.  The poverty rate in the region is 9%, so therefore “fair share” in the Cleveland region would mean 9% in every community.  
This means a city like Strongsville would need to build low income housing for about 3,000 persons in order to take its fair share.  Only two other communities would need 3,000 or more to fulfill their requirement.  These are the most extreme of cases.

More typical would be a community like Independence, which has a 3.6% poverty rate and about 7,000 residents.  A community like this would be required to build low-income housing for 386 persons.  This comes down to about 150 units over several years.  The impact would be small and manageable for the community, but huge on the overall healthy and vitality of the region.  Norton would need 146 units, Garfield Heights would need 72 units and Mayfield Village would need 88 units of low-income housing.  The number of units is determined by the number of people needed to push up a poverty rate to the fair share amount of 9%.  That number is then divided by the typical number in a household, which is 2.5 persons.

This is all without talking about how to accomplish such a goal.  This is simply a model of the most ideal scenario for fair housing advocates.

Findings and statistics reported in this section refer to a separate file, Housing.xls.  There are five worksheets in this excel file.  Please refer to them for specifics. 

(Sean O’Hagan)


Having looked at the current and fair share distributions of people living below the poverty line (Scott Pugh’s work), this section will specifically look at the current provision of affordable housing.  Topics of discussion are:

· Forms of affordable housing and their characteristics

· The financial resources of public entities with the express mission to provide affordable housing

· Important fair-share housing considerations for each scenario

· The geographic distribution of subsidized housing by municipality

The next section (Akua Soadwa) will then discuss suggested best practices and recommended strategies for deconcentrating poverty with affordable housing mechanisms.  

Affordable Housing in North East Ohio

Affordable Housing in North East Ohio is primarily provided in five different forms.  Three that involve a Public Housing Authority (PHA) are PHA owned and managed projects, PHA owned and managed scattered-site units and PHA administered Housing Choice Vouchers.  The other two forms are Section 8 Project-Based Housing and Low Income Housing Tax Credit units.  Important characteristics to consider for each form include its main partners, level of local government involvement, funding mechanism and geographic constraints.  Each type of affordable housing is described according to these characteristics in the table below.

	Affordable Housing Characteristics

	Type of Affordable Housing
	Main Partners
	Local Government Involvement
	Funding Mechanism
	Geographic Constraints

	PHA owned / managed projects
	Housing Authority, HUD
	PHA entity owns and manages.  Local Zoning.
	HUD transfers to PHA
	No more production.  Location of existing supply.

	PHA owned / managed scattered-site
	Housing Authority, HUD
	PHA entity owns and manages.  Local Zoning.
	HUD transfers to PHA
	Zoning and Acquisition Costs.

	PHA administered Housing Choice Vouchers (Sec. 8)
	Housing Authority, HUD, housing renters
	PHA administers subsidy and tenant regs.  Local Zoning.
	HUD transfers to PHA
	Zoning and Fair Market Rent Value

	Project Based Section 8 Bldgs
	Building Owner and HUD
	Local Zoning
	HUD transfers to Bldg Owner
	Zoning and existing agreements (no longer pursued)

	Low Income Housing Tax Credit Units
	Non-profit or Private Developer, Federal Dept of Treasury, and Ohio Housing Finance Agency
	Local Zoning.  Letters in Support of Project.
	Tax Credit Equity to Developer
	Zoning and City Participation


It is important to note that in each of the PHA forms of affordable housing, the Federal Government via the Department of Housing and Urban Development (HUD)  provides the PHA with money to subsidize the rent of low income households.  However, in the two other forms – Section 8 Project Based housing and Low Income Housing Tax Credit units –   there is not a direct local government entity serving as an intermediary.  In these two types of affordable housing HUD makes payments to building owners and the Federal Department of the Treasury makes tax credit equity available to developers, respectively.

Also important to consider is the role that local land use zoning plays in providing for affordable housing.  Each form of affordable housing is fiscally sensitive to being able build at necessary densities and building-types, so zoning regulations can effectively prohibit affordable housing for entire municipalities.

Because of the differences noted above the different forms of affordable housing will be approached differently in this analysis.  While all units of affordable housing will be considered in analyzing the geographic distribution of affordable housing, as the only local government entity that directly provides and manages affordable housing Public Housing Authorities will be the lone subject of the budget analysis.  The class’s Non-profit group will cover the budgets of groups involved in Low Income Housing Tax Credit units in analyzing Community Development Corporations.  Since they involve private and federal money and no local public or non-profit money is involved in Project-Based Section 8 Buildings, their budgets will not be considered.

About Public Housing Authorities


Before analyzing their budgets, it is important to know some basic information about Public Housing Authorities.

Created under State Legislation to Participate in Federal Housing Programs (Source for the following:  County Commissioners Association Handbook, downloaded from http://www.ccao.org/Hanbook/hdbkchap083.htm)

State Authority: created under chapter 3735 of the Ohio Revised Code as  Metropolitan 

Housing Authorities.

This is important to note because the current state enabling legislation does not specifically provide for merging this entity.

Territorial limits: defined by the state director of development. 

“A MHA can cover any portion of any county that contains at least two political subdivisions of a county. In addition, a MHA must exclude some portion of land within the county. Some portion of land (not necessarily an entire political subdivision) must be excluded from the territorial limits of a MHA. The portion of land excluded must be legally describable.”  (Handbook, 83.03) 

It is important to note that the State Director of Development defines the territorial limits of Housing Authorities, so if the Housing Authorities in the study area were to merge the State Director of Development would need to agree and so re-define there territories.

Relation to Planning and Zoning:

“All projects undertaken by the MHA must comply with "planning, zoning, and sanitary laws..." to the same extent as if said projects were planned, constructed, owned or operated by private persons" (ORC 3735.44). In addition, the MHA must submit the proposed location, extent, and general features of the project to the county or regional planning commission for advice. This should be done before the MHA makes a final decision on any project and before any land is acquired or any agreement for its eventual acquisition is made.”  (Handbook, 83.09)

This is important in considering the dispersal of affordable housing.  Even if the federal government were to re-initiate a production program, local zoning still needs to be agreeable with public housing developments.

Board composition: 

Consists of five members, appointed for three year terms, without compensation.  (Handbook, 83.05)

Of districts that contain a population of at least 1 Million, Cuyahoga:

Two members from most populous city’s municipal legislature authority (Cleveland)

Two members of CEO of most populous city (Cleveland) (one must be a resident of dwelling unit owned or managed by housing authority)

One member appointed by CEO with approval of municipal legislature of the city with the second most number of units owned or managed by the authority (East Cleveland) (Handbook, 83.05)

Other size authorities:  still unpaid

County Commissioners term 2 yrs

Mayor of most populous municipality term 1 yr. 

Mayor of most populous municipality term 5 yrs. 

Common Pleas Court term 3 yrs.

Probate Court term 4 yrs. (Handbook, 83.05)

Important to note that the board members are not paid.  If mergers were to happen, the appointment structure may need to be revised.  If the regulations for board appointment for counties with populations was followed. Two members would be appointed by Cleveland City Council, two by Cleveland’s mayor (or county executive), and one member approved by Akron’s Mayor and City Council.

Finally, it is important to note that Public Housing Authorities are the entities that HUD disperses money to.  If they were merged with other service entities or governmental bodies, this relationship would have to be looked at very carefully.  It would need to be constructed in such a way as to meet HUD’s criteria for a federal housing program grant receiving entity.

Budgets


The attached budgets in Budget_Public_Housing.xls show the revenues, expenses, assets and liabilities for each Public Housing Authority in the study area.  See the notes for key assumptions.


Important to consider are the following:

· Already county based entities

· They are the entity through which HUD provides hundreds of millions of dollars to the region.  This relationship must be maintained to HUD’s satisfaction.  This revenue is listed in the budgets as tax revenue.

· The PHA’s hold a considerable amount of assets in land and buildings.
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Scenario Notes

The following section details specifics about the implications for affordable housing and Public Housing Authorities for the different scenarios in our final study.

1. Baseline

a. Concerns about not instituting change:  Affordable housing is concentrated, adversely effecting the communities it is in.

b. Challenges to making change:  Need support from communities that do not currently have a high volume of affordable housing

c. Obvious inefficiencies:  The burdens that concentrated poverty place on municipalities is dramatic, drastically limiting the tax base and thereby effecting all city services.

d. Trends:  Anecdotally, the only trend is that Housing Choice Vouchers are being used somewhat more frequently in inner-ring suburbs in Cuyahoga County.  But largely, the trend is that affordable housing is overly concentrated without any mechanism or ability to disperse it.

2. Cooperation/Tinkering

a. Pooled buying:   No budget data specifically addressed resources for this category.

b. Tinkering

i. Political reform (board size, representation):  The board notes above show that board members are not compensated.  Efficiency gains would be minimal here.

3. Service Mergers

a. District Mergers:  Already county wide entity – none at this level.

b. Political reform:  same as in 2.b.i unless merged with another entity’s board

c. Magic Efficiency numbers:  none, but overburdened cities and counties.  Therefore, distribution of units should be according to fair share to achieve a  more efficient dispersal of the burden of poverty.

4. Municipal Mergers

a. What entities to merge with:  When merging would need to establish State enabling legislation that permitted it, and be agreeable with Federal Government’s requirements for receiving HUD housing program grants.

b. Political cooperation:  As land use zoning decisions are more centralized, and municipal boundaries are collapsed, greater advocacy for housing that fits the fiscal needs of affordable housing could be fostered. 

5. Regional Government

a. Merged into single county:  at this stage with one land use planning entity, the county could institute zoning that provided for a dispersal of multifamily zoning and small lot sizes into communities where there are currently are none or there is an amount that is fewer than fair.
b. Merged into singe seven-county entity:  see comments for 5a.
i. First change of representative service area.  Also territorial limits from State Department of Development would need to change.
Distribution of Units


As the attached table shows, the current provision of affordable housing is concentrated in specific areas.  This concentration, as to be expected, mirrors the concentration of poverty in the region.

So Now What?

By: Akua Soadwa

Affordable housing experts and researchers suggest that the way to address sprawl and concentrated poverty is to implement fair share affordable housing
.  In order to implement fair share housing, research suggests that the following four questions be addressed:

(1) What are the key incentives for locales to adopt mixed-income housing?

(2) What are the key anti-discrimination strategies used to ensure “fair” housing?

(3) What kind of regulatory strategies can promote it?

(4) What are the administrative practices that promote land-use planning and mixed-income housing
?

(1) What are the key incentives for locales to adopt mixed-income housing?

· Land and development costs in the suburbs are significantly less expensive and less dense than land in central cities
.  

· Income opportunities increase for low-income households
.  Currently, in places like Cleveland, most of the jobs are located outside of Cleveland, whereas the majority of low-income and affordable housing is located in Cleveland
.  

· It increases the property value of housing in wealthy communities

· According to research conducted by the Community Properties of Ohio Management Services and George C. Galster, low-income housing can actually have a strong positive impact on property values in “high-valued, real-appreciation, predominantly white neighborhoods”.  On the contrary, in higher-density, low-income neighborhoods, low-income housing has a negative impact on the prices of houses within 2,000 feet. 

In both studies, it was proved that poor management of affordable housing property is the major cause of the decline of property values.

· It positively affects the education of low-income children.

· Sociologist James Coleman conducted a study entitled Equality of Educational Opportunity in 1996 and found that poor children learn best when they are surrounded by middle-class pupils
.  

· Based on a study conducted by David Rusk in Madison and Dane County in Wisconsin, he found that moving a low-income “pupil from a school with 80 percent low-income classmates to a school with 80 percent middle-class classmates would yield an increase in the average odds of that child reaching proficient or advanced levels on the standardized state tests by 30 to 48 percentage points”.  

Over the past four decades, the aforementioned has been the most consistent finding of educational research.  
· It promotes racial and economic diversity in residential neighborhoods
.

(2) What are the anti-discrimination strategies used to ensure the housing is in fact “fair?”

· Zoning power must be re-evaluated to provide the necessary opportunities for social equality in housing.  

· Although zoning policies operate on the intent of protecting the health, safety and welfare of the community, in practice a lot of the policies encourage exclusion.

(3) What kind of regulatory strategies can promote mixed-income development? (land-use) 

· As mentioned earlier, efforts to change zoning regulations will promote mixed-income development and social equality in housing.  

(4) What are the administrative practices that promote land use planning and mixed income development (land-use)?

· There should be collaboration on the parts of the public and private sector. 

· In Cleveland, the Greater Cleveland Growth Association addresses “mismatch in skills, location of jobs, and job information in the urban region
”.  

	Strategies


1) Implement Inclusionary Zoning

Inclusionary zoning is a regulatory policy requiring developers to make a percentage of housing units in new residential developments affordable to low and moderate-income households in exchange for non-monetary compensation that reduces construction costs.  The main purpose of implementing inclusionary zoning is to enable municipalities that currently require large lot sizes and growth controls, to reduce their requirement because they inhibit the supply of affordable housing units.  

Once inclusionary zoning is enforced, the following three strategies can then be implemented.

2)  Section 8 Vouchers

Section 8 vouchers are federal subsidies that follows the tenant and can be used on the open market to rent housing.  The benefit of the vouchers for fair share housing is that they can be used in any municipality or county.

3)  Low-Income Tax Credit


The low-income tax credit program enables private developers and non-profit entities to rehabilitate affordable housing units.  The federal and state tax credits grant the recipients with a reduction in income tax liability for 10 years
.  

4) Moderate-Priced Dwelling Units (MPDU)


MPDU is a mandatory inclusionary zoning law consisting of a “Growth Share” formula that entails 2 requirements.  The first requirement is a 12.5-15% requirement for new affordable housing to be developed in new housing developments consisting of 50 or more units, and the second is a requirement of one-third of the MPDUs, or 5% of every subdivision, be sold to its county-wide public housing agency.  

	Where has fair share housing been implemented before?


New Jersey, Maryland, Massachusetts, Oregon, California and Minneapolis-St. Paul have all participated on a governmental level, (state or local), to encourage regionally distributed fair share housing
.  

New Jersey (NJ)

The 1983 ruling by the NJ Supreme Court on Southern Burlington County N.A.A.C.P. v Township of Mount Laurel (NJ 1975) set the precedent for the urgency and need of local governments to examine acts of exclusionary zoning.  

The NJ Supreme Court ruled that the township unlawfully excluded low and moderate income families from the municipality
 by implementing zoning regulations that maintained “enclaves of affluence and social homogeneity
”.  This ruling prompted the enactment of The New Jersey Fair Housing Act which then established the Council on Affordable Housing (COAH), a state commission that sets the ‘fair share’ levels mandated by the New Jersey Supreme Court; issues guidelines; and reviews local implementing plans
.  The Mount Laurel decision served as a pivotal point in the effort to correct exclusionary zoning practices, and it also served as an earmark for incorporating inclusionary zoning into state legislation.

According to COAH, 28,855 new affordable housing units have been rehabilitated.  

Montgomery County, Maryland

The MPDU was adopted and first implemented by Montgomery County, Maryland.  As mentioned earlier in the “Strategy” section, MPDU is a mandatory inclusionary zoning law.

Massachusetts 

In Massachusetts, a builder’s remedy approach is used and it is affectionately called the “antisnob zoning act”.  The act exempts a developer from local zoning laws if a developer wants to develop in an area where less than 10% of the housing stock is affordable, provided that 25% of the new units are affordable
.  

California

California law (Section 65584 – California Government code) requires that all local and regional governments implement regional housing and plan for its fair share of housing.  

Minneapolis-St. Paul

In 1995 Minnesota enacted Minnesota’s Livable Communities Act of 1995 and it enabled the city to establish fair share housing for the entire metropolitan area.

	Outcomes


New Jersey

David Rusk argues that Montgomery’s “Growth Share” formula would have been a more efficient plan for NJ to adopt, and it had the potential to develop 46,000 affordable units or 60% more than the 28, 855 developed from the Mount Laurel/COAH decision
.  

Rusk then goes on to assess how the racial makeup of neighborhoods in New Jersey faired when compared to other states.  He found that the State ranked as having the 5th most segregated elementary schools for Blacks (and it is apparently getting worse); 5th for Hispanics; and 1st for the segregation of low-income pupils, suggesting that while New Jersey has a statewide plan to address the need for affordable housing, segregation in the State continues to be a major concern.

According to Rusk, New Jersey’s 1985 Fair Housing Act was not intended to address racial concerns because firstly, it consists of an income ceiling for defining affordable housing, and it also has an income floor.  Secondly, the Regional Contribution Agreements (RCA), which was a loophole in the act, enables wealthier suburbs to sell their fair share allocation to poorer cities.  He concludes by stating that the Mount Laurel/COAH decision in New Jersey “failed to advance greater racial and economic interaction and this may have in fact been the intensions of the leaders of the State from the onset
.  

California

Unfortunately, in 1992 the state only had a 19% compliance rate, but by 1995 a 58%.  By the end of 2001, it had risen to 63%.  

	Implementing Fair Share Housing in Northeast Ohio


· Firstly, the most crucial task that must be accomplished to make regional fair share 

housing successful is to re-evaluate the regulatory zoning policies to ensure that multi-family dwelling-units are incorporated into the 7 counties.  

· Once the zoning changes are executed, MPDUs, Section 8 vouchers, and low-income tax credits can be utilized, but not exclusively, in multi-family dwelling units.  

· Secondly, before the fair share plan is finalized, we must ensure that the plan doesn’t 

have any loopholes, and thus the administers of the plan must ensure that in practice, the response of counties to fair share housing is conducive to the plans initial intent.  The administers must enforce the plan, and not only fine counties that do not provide their fair share, but they should also require them to implement an additional set number of fair share housing.  If the seven counties agree to a regional fair share housing plan, some of the loopholes should be mitigated.  

· Thirdly, location also plays a crucial role in the implementation of fair share housing.  

· The stock of affordable housing that becomes available should be located in healthy neighborhoods that promote economic and racial diversity and broader opportunities for low-income households.

In conclusion, regional fair share housing can be feasible for Northeast Ohio if it is carefully and systematically administered.  
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