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Preserving affordable housing is becoming increasingly difficult in numerous cities in the 

United States experiencing shortages of affordable rental housing units. Moreover, what qualifies 

as “affordable” stock, and the populations such stock should be serving, are objects of perpetual 

debate. Over the last few decades as Austin’s housing market has ballooned and the number of 

cost-burdened households has grown, the affordability issue has become “dire” in the City’s own 

estimation. Aside from using public funds to create or preserve affordable housing, a perennial 

interest for policymakers in Austin and other cities experiencing affordability crises is whether, 

in lieu of market controls on the appreciation of housing stock and land values or the provision 

of more subsidized units, cities can incentivize or spur preservation of the unsubsidized 

affordable housing stock in the private market. The idea of establishing private equity funds fed 

by high net worth individuals, foundations, banks, and other institutions willing to accept a lower 

rate of investment return relative to typical “market” returns in order to safeguard such 

“workforce housing” (and by extension, workforces) has recently taken root in Austin and across 

the country. Affordable Central Texas (ACT), a non-profit organization, recently formed in 

Austin as a collaborative effort of numerous groups and summits that have focused on 

“workforce housing” preservation over the past roughly eight years in Austin. 
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Following a broad literature review examining the national housing crisis and situating 

this new model of “housing preservation” in a spectrum of political ideologies that govern 

housing policy, this report evaluates the activities of ACT in relation to Austin’s housing needs 

and distills recommendations gleaned from interviews with numerous fund managers and public 

officials related to property management, subsidies and rental assistance, public-private 

partnerships, and using more accurate housing-related nomenclature. This report ultimately 

argues for the necessity of placing policy interventions in housing markets in their proper 

ideological contexts and resituating housing as first and foremost a site of shelter rather than 

primarily a vehicle for investment and economic growth. 
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Introduction 
 

Preserving affordable housing is becoming increasingly difficult in numerous cities in the 

United States experiencing shortages of affordable rental housing units. Moreover, what qualifies 

as “affordable” stock, and the populations such stock should be serving, are objects of perpetual 

debate. Over the last few decades as Austin’s housing market has ballooned and the number of 

cost-burdened households has grown,1 the affordability issue has become “dire” in the City’s 

own estimation.2 

 Using both federal and local funding mechanisms, Austin has implemented numerous 

programs supportive of both production and rent/purchase subsidization. However, by the City’s 

estimation, a gap of 48,000 units exists for households earning under $25,000 per year. To 

address this gap, Austin’s recent Strategic Housing Blueprint proposes producing 60,000 units at 

80 percent of the median family income or below3 and sets the preservation of 10,000 affordable 

units as one of its “priority initiatives.”4 Austin’s housing strategy is thus multi-pronged and 

takes a holistic approach to creating housing affordability by focusing on both production and 

preservation. 

 Aside from using public funds (sourced from local, state, and federal entities) to create or 

preserve affordable housing, a perennial interest for policymakers in Austin and other cities 

experiencing housing crises is whether, in lieu of market controls on the appreciation of housing 

stock and land values or the provision of more subsidized units, cities can incentivize or spur 

preservation of the unsubsidized affordable housing stock in the private market – that is, housing 

that is rented for a price affordable to households with low incomes, whether due to poor 

condition, a desire to retain current tenants, or other motivations. The idea of establishing private 

equity funds fed by high net worth individuals, foundations, banks, and other institutions willing 

to accept a lower rate of investment return relative to typical “market” returns in order to 

                                                
1 HousingWorks Austin, “2017 Austin City Council District Analyses.” Community at a Glance. Retrieved from 
http://housingworksaustin.org/publications/2017-austin-city-council-affordable-housing-district-analyses/. 
2 City of Austin, “Develop and Maintain Household Affordability throughout Austin.” City of Austin Open Data 
Portal, 2017. Retrieved from https://data.austintexas.gov/stories/s/Household-Affordability/czit-acu8/. 
3 City of Austin NHCD Office. “Affordable Housing Bond Program Overview.” City of Austin, 8.2017. Retrieved 
from http://www.austintexas.gov/sites/default/files/files/Finance/CFO/2018 
Bond/Housing/Bond_Presenation_Aug_4_2017_FINAL.pdf 
4 City of Austin NHCD Office. “Affordable Housing Bond Program Overview.” City of Austin, 8.2017. Retrieved 
from http://www.austintexas.gov/sites/default/files/files/Finance/CFO/2018 
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safeguard such “workforce housing” (and by extension, “workforces”) has recently taken root in 

Austin and across the country. 

 Prominent examples of groups practicing this model of “social investing” include 

Avanath Capital Management, which operates nationally but invests primarily in stock located in 

California, the Urban Strategy America Fund, which invests primarily on the East coast, the 

Turner Multifamily Impact Fund, the Enterprise Multifamily Opportunity Fund, and the PNC 

Affordable Rental Housing Preservation Fund, all of which operate on a national basis.5  

One such non-profit organization has recently been created in Austin. Named Affordable 

Central Texas, the formation of the group is the outcome of numerous groups and summits 

focused on “workforce housing” preservation over the past roughly eight years in Austin. 

In his 2017 State of the City address, Mayor Steve Adler described the effort to put 

together the non-profit as a means to “create a socially responsible investment fund to preserve 

[...] workforce housing in our city [which will be] neither subsidized nor philanthropic and not at 

taxpayer cost.”6 The group, headed by David Steinwedell, the former director of the Urban Land 

Institute in Austin, has established the Austin Housing Conservancy fund to purchase 

“multifamily housing serving individuals and families earning between 60 percent and 120 

percent of the median family income and preserve them as affordable,” while investing in 

“geographically diverse locations with access to transit, good schools, green food choices, and 

health care.” Affordable Central Texas also plans to “limit rent rate increases to Austin area 

wage growth.”7  

 Part One of this report employs a broad literature review to examine the national housing 

crisis and situate this new model of housing preservation in a spectrum of political ideologies 

that govern housing policy and within the changes that housing policy has undergone in the past 

50 years in the United States. On a broader level, this report also evaluates the activities of equity 

organizations in relation to the “financialization of housing,” an emergent concept in housing 

studies that refers to the structural changes that have occurred in recent years (and especially 

                                                
5 Williams, Stockton. Preserving Multifamily Workforce and Affordable Housing: New Approaches for Investing in 
a Vital National Asset. Urban Land Institute, 2015. Retrieved from https://uli.org/wp-content/uploads/ULI-
Documents/Preserving-Multifamily-Workforce-and-Affordable-Housing.pdf 
6 Adler, Steve. “2017 State of the City Address.” City of Austin, 2.28.2017. Retrieved from 
http://www.mayoradler.com/soca-austin-affordable-fund 
7 Affordable Central Texas. “The Fund.” Affordable Central Texas, 2017. Retrieved from 
http://www.affordablectx.org/the-fund 
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directly preceding the Great Recession) whereby non-local capital has increasingly been invested 

in housing as a commodity, as a security for financial instruments that are traded on global 

markets, and as a means of accumulating wealth.8 

 Part Two focuses on the housing market in Austin, Austin’s housing policies, and the 

mechanics and goals of organizations like Affordable Central Texas. It presents the findings of 

case study research and numerous interviews with fund managers. It uses this information to 

compare the objectives of Affordable Central Texas in its nascent stage to the activities of other 

private equity funds geared towards preservation and “critical workforce” retention in other 

cities. Additionally, this report assesses how Affordable Central Texas’ acquisition goals might 

affect the broader market in Austin, and to what extent they might help ameliorate Austin’s 

housing affordability crisis.  

 In Part Three, this report concludes by distinguishing “best practices” currently in use by 

these funds, potential additional programs that the City of Austin could implement to help 

preserve more affordable housing using this model, and the possible benefits or detriments of 

relying on such funds to preserve housing affordability. Part Three concludes with 

recommendations for policymakers and investors currently practicing or interested in this model 

of housing stock preservation. 

  Research is always political, and any understanding of housing policy requires a 

consideration of its inherently political nature. After a consideration of the “best practices” used 

by workforce housing “social investment” funds around the country, current housing needs in 

Austin, and possible supplementary programs the City could consider, this paper argues in favor 

of advancing a critical narrative to resituate housing in Austin as first and foremost space for 

Austin residents to shelter, live and thrive, rather than as primarily a vehicle for investment. 

Ultimately, this report advocates for enshrining a Right to Housing in Austin that supports 

experimentation and alternative approaches to construction, tenure, and management, as long as 

the needs of residents are prioritized above all. 

 
 
 
 

                                                
8 United States Human Rights Council. “Report of the Special Rapporteur on adequate housing as a component of 
the right to an adequate standard of living, and on the right to non-discrimination in this context.” United Nations, 
1.18.2017. A/HRC/34/51 
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PART ONE 
Chapter 1: The Character of Housing Crises 

 
What does a housing crisis look like? 

 An analysis of broader housing market trends enables one to put local strategies to 

preserve affordable housing into sharper focus. Importantly, while “booming” cities in the 

United States – Austin, Seattle, and San Francisco, to name a few – often are characterized as the 

epicenters of affordable housing shortages, housing shortages are so widespread that they are 

now considered to be a problem “baked into the twenty-first century global city.”9   

 “Shelter poverty,” a term coined by Michael E. Stone to refer to a situation in which a 

household does not have enough income left over after covering housing costs to obtain 

minimum levels of non-shelter necessities,10 is a problem that occurs throughout the United 

States.11 Using a more conventional standard of affordability – one that will be discussed shortly 

– nearly half of all renting households nationwide are “cost-burdened,” spending more than 30 

percent of their income on rent.12 According to the most recent State of the Nation’s Housing 

report, issued annually by Harvard University’s Joint Center for Housing Studies, among the 

43.3 million households that currently rent their housing – around 80 million adults and families 

with over 30 million children – nearly 21 million individual renters are cost-burdened.13  

 Notably, minority households are disproportionately affected by cost-burdens. In 2015, 

the cost-burdened share was 47 percent for black residents, 44 percent of Hispanics, and 37 

percent for Asians/others, compared with just 28 percent for whites.14 Minority households are 

also more likely to be “severely” cost burdened; for instance, 25 percent of black households 

paid more than half of their incomes for housing in 2015, nearly twice the 13 percent share of 

                                                
9 Florida, Richard, and Benjamin Schneider. “The Global Housing Crisis.” CityLab, 4.11.2018. Retrieved from 
https://www.citylab.com/equity/2018/04/the-global-housing-crisis/557639/ 
10 Stone, Michael E. Shelter Poverty: New Ideas on Housing Affordability. Temple University Press, 1993. 
11 Stone, Michael E. “Housing Affordability: One-Third of a Nation Shelter-Poor,” pp, 38-60 in Bratt, Rachel G., 
Stone, Michael E., and Hartman, Chester, eds, A Right to Housing: Foundations for a New Social Agenda, Temple 
University Press 2006. 
12 Madden, David and Marcuse, Peter. In Defense of Housing: The Politics of Crisis. Verso, 2016. p.2. 
13 Joint Center for Housing Studies of Harvard University. The State of the Nation’s Housing, 2017. Harvard 
University. Retrieved from http://www.jchs.harvard.edu/research-areas/reports/state-nations-housing-2017.p.31. 
14 Joint Center for Housing Studies of Harvard University. The State of the Nation’s Housing, 2017. Harvard 
University. Retrieved from http://www.jchs.harvard.edu/research-areas/reports/state-nations-housing-2017.p.31. 
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white households.15 National cost burdens are shown by Metro in Figure 1 and Texas-specific 

cost-burdens are shown in Figure 2. 

 

Figure 1: Cost Burdened Renters by Metro in the United States.16 

 

Figure 2: Cost Burdened Renters by Metro in Central Texas.17 

                                                
15 Joint Center for Housing Studies of Harvard University. The State of the Nation’s Housing, 2017. Harvard 
University. Retrieved from http://www.jchs.harvard.edu/research-areas/reports/state-nations-housing-2017.p.31. 
16 Joint Center for Housing Studies of Harvard University. “Nearly Half of American Renters are Cost Burdened.” 
Harvard University, 2017. Retrieved from http://harvard-
cga.maps.arcgis.com/apps/MapSeries/index.html?appid=ea1929b8f2bf482dadad173a3f62c27e 
17 Joint Center for Housing Studies of Harvard University. “Nearly Half of American Renters are Cost Burdened.” 
Harvard University, 2017. Retrieved from http://harvard-
cga.maps.arcgis.com/apps/MapSeries/index.html?appid=ea1929b8f2bf482dadad173a3f62c27e. It is probable that 
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 As recently as 2006, more than 100 million people across the United States were 

estimated to be living in housing that is “physically inadequate,” unsafe, overcrowded, or “way 

beyond what they can realistically afford.”18  In short, the housing crisis in Austin is part and 

parcel of a national (and global) social problem. 

 

Defining “Affordable” Housing 

 Housing policy is best understood from a historical perspective, and such a perspective 

makes apparent that the concept of “affordable housing” is itself contested. Affordability 

problems are most commonly determined by the amount or share of households that pay above 

30 percent of their gross income on housing costs.19 These households are determined to be “cost 

burdened.” Households that pay more than half of their gross monthly income for housing costs 

are determined to be “extremely cost burdened.”20  

 Numerous scholars argue for a reconceptualization of the idea of what qualifies as 

“affordable” housing. David Hulchanski traces the 30 percent threshold to nineteenth century 

studies of household budgets and the commonly used turn-of-the-century expression “one 

week’s pay for one month’s rent.”21 Hulchanski notes that establishing a “rule of thumb” for 

household budgets relates to searches by “the founders of modern social science” for “scientific 

laws of social and economic life.”22 He traces the housing expenditure-to-income “rule of 

thumb” to Ernst Engel and Herman Schwabe, two 19th century German statisticians who created 

early and widely accepted “laws” about the relationship between income and categories of 

household expenditures.23 By the 1880s, these laws led to the “one week’s wage for one month’s 

                                                
the shading in Bryan/College Station reflects that fact that many renters there are Texas A&M students with incomes 
that make them appear poor and to be spending large amounts of their low incomes on rent. 
18 Madden, David and Peter Marcuse. In Defense of Housing: The Politics of Crisis. Verso, 2016. p.2. 
19 Tighe, Rosie J., and Elizabeth J. Mueller. “Introduction to Part Two.” The Affordable Housing Reader. Routledge, 
2013. p.75. 
20 Tighe, Rosie J., and Elizabeth J. Mueller. “Introduction to Part Two.” The Affordable Housing Reader. Routledge, 
2013. p.75. 
21 Hulchanski, David. “The concept of housing affordability: Six contemporary uses of the housing expenditure-to-
income ratio.” The Affordable Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. 
p.79. 
22 Hulchanski, David. “The concept of housing affordability: Six contemporary uses of the housing expenditure-to-
income ratio.” The Affordable Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. 
p.79. 
23 Hulchanski, David. “The concept of housing affordability: Six contemporary uses of the housing expenditure-to-
income ratio.” The Affordable Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. 
p.80. 
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rent” adage, based on “grossly generalized assumptions about the amount that average 

households tend to or ought to pay for housing.”24  

 Hulchanski concludes that while housing expenditure-to-income ratios may be used in a 

valid and reliable fashion to test hypotheses and improve analysis of social trends, the concept of 

defining “housing problems” based on whether a household spends more than an arbitrary 

percentage of income on housing is “simply not logical.”25 For Hulchanski, the use of the rule of 

thumb is justified primarily by tradition, and such a rule is – by definition – not scientific. 

Because household consumption patterns and the means by which households meet their needs 

are “as diverse as the individual humans and their life situations who comprise these 

households,” Hulchanski believes that the term “housing affordability,” based on the thirty 

percent measure, should be avoided. 

 In a similar vein, Michael E. Stone points out that prior to the 1980s in the United States, 

subsidized housing (both public and private) was referred to as “low-income housing” or “low- 

and moderate-income housing, with clear definitions of “low income” and “moderate income.”26 

Stone notes that the term “affordable housing” came into popularity in the 1980s as part of the 

“retreat from public responsibility for the plight of the poor and affordability challenges moved 

up the income distribution.”27 Stone argues that a far more accurate term is “below-market 

housing” which accurately describes segments of housing stock without making any potentially 

tenuous claims about “affordability.” Stone points out that what is “affordable” can be based on 

subjective interpretations of “affordability,” a family’s particular budget, and changes in the 

relationship between house prices or costs and household incomes, among other criteria. Because 

what most households pay for housing is not what they can realistically “afford,” Stone 

ultimately argues for using a residual approach to determine “affordability” that accounts for the 

                                                
24 Hulchanski, David. “The concept of housing affordability: Six contemporary uses of the housing expenditure-to-
income ratio.” The Affordable Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. 
p.80. 
25 Hulchanski, David. “The concept of housing affordability: Six contemporary uses of the housing expenditure-to-
income ratio.” The Affordable Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. 
p.87. 
26 Stone, Michael E. “What is housing affordability? The case for the residual income approach.” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.96. 
27 Stone, Michael E. “What is housing affordability? The case for the residual income approach.” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.96. 
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“normative standards of a minimum income required to meet non-housing needs at a basic level 

after paying for housing.”28  

 In contrast, rent subsidy formulas in the United States require assisted households to pay 

a fixed percentage – 25 percent until the early 1980s, and 30 percent since – of their adjusted 

income towards their housing. Stone acknowledges that operationalizing a residual income 

standard is complex, and different standards might exist for different areas given the diversity of 

taxation and living costs across the country.29 Moreover, Stone notes the “perverse incentive” 

inherent in using a “pure” residual income formula for setting rents, since a “one for one” 

formula – under which housing assistance would decrease one dollar for every increase of one 

dollar in disposable income – would restrict households from building their “resources for non-

shelter consumption until they pay the full, unsubsidized cost for their units.”30 Such households 

would not be sufficiently incentivized to increase their incomes. Stone identifies numerous 

proposed methods of instituting a residual income approach to determining “affordable” rents. 

However, he concedes that the idea is neither well known nor widely understood.31 

 Hulchanski and Stone’s critiques of the concept of “affordability” are among the most 

well known in housing studies, and both focus on the means by which local entities set 

subsidized rents by using expenditure-to-income ratios based on a household’s income. In 

contrast, Edward L. Glaeser and Joseph Gyourko argue that a better approach to affordability is 

to “ask whether housing prices are close to construction costs and whether those construction 

costs are themselves made artificially high by problems in the housing market.”32 For Glaeser 

and Gyourko, untenably high rents – rents that low-income and moderate-income individuals 

cannot afford to pay – are a problem related to poverty and income, and are not “housing 

problem[s].”33 Glaeser and Gyourko contend that, if society wants these households to consume 

                                                
28 Stone, Michael E. “What is housing affordability? The case for the residual income approach.” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.97. 
29 Stone, Michael E. “What is housing affordability? The case for the residual income approach.” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.106. 
30 Stone, Michael E. “What is housing affordability? The case for the residual income approach.” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.107 
31 Stone, Michael E. “What is housing affordability? The case for the residual income approach.” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.107 
32 Glaeser, Edward L. and Joseph Gyourko. “How do we know when housing is ‘affordable’?” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.111. 
33 Glaeser, Edward L. and Joseph Gyourko. “How do we know when housing is ‘affordable’?” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.111. 
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more housing, it has to “transfer resources to them.”34 Glaeser and Gyourko also point out that in 

some cases, middle-income families decide to spend 35 or 40 percent of their earnings on 

housing, and households in this situation are not necessarily actually cost-burdened.35  

 Because the 30 percent threshold is somewhat arbitrary and does not capture the 

individual circumstances of particular families, the authors argue that it “confuses poverty, 

housing costs, and housing consumption decisions.”36 To Glaeser and Gyourko, the 30 percent 

measure ignores the most glaring aspect of increasingly unaffordable housing, which is 

increasing constructions costs and increasing poverty. Indeed, from 2000 to 2015, the number of 

people living below the federal poverty line grew from about 33.8 million to 47.7 million, and 

the number of high-poverty neighborhoods – with a poverty rate of 20 percent or more – 

increased by 59 percent.37 The poor population living in these areas increased by 76 percent to 

25.4 million.38 

 Glaeser and Gyourko take particular issue with the 30 percent threshold when discussing 

the challenges faced by the middle class in obtaining “affordable housing.” They argue that 

giving housing aid to people in high-cost areas has the potential to be both inequitable and 

inefficient because reducing the housing costs of wealthy or upper middle-income individuals 

has the potential to leave them with a much higher amount of disposable earnings than low-

income households receiving assistance. Thus, the threshold creates a fundamental unfairness. 

 Glaeser and Gyourko offer construction costs as a more “natural measure” of weighing 

housing affordability, because they are “the lowest price at which housing can be delivered in a 

given market.”39 Thus, the authors argue, if prices are comparable to construction costs, the 

market is doing a good job of delivering new housing. If house prices are greater than 

construction costs – particularly due to scarcity of available land – then the market requires 

                                                
34 Glaeser, Edward L. and Joseph Gyourko. “How do we know when housing is ‘affordable’?” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.111. 
35 Glaeser, Edward L. and Joseph Gyourko. “How do we know when housing is ‘affordable’?” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.112. 
36 Glaeser, Edward L. and Joseph Gyourko. “How do we know when housing is ‘affordable’?” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.112. 
37 Joint Center for Housing Studies of Harvard University. The State of the Nation’s Housing, 2017. Harvard 
University. Retrieved from http://www.jchs.harvard.edu/research-areas/reports/state-nations-housing-2017. p.17. 
38 Joint Center for Housing Studies of Harvard University. The State of the Nation’s Housing, 2017. Harvard 
University. Retrieved from http://www.jchs.harvard.edu/research-areas/reports/state-nations-housing-2017.p.17. 
39 Glaeser, Edward L. and Joseph Gyourko. “How do we know when housing is ‘affordable’?” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.114. 
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intervention, like large-scale subsidization or other policies that “reduce the value of land.”40 The 

authors argue that ultimately housing costs will decrease in an area when the supply of housing 

units increases, and increasing production is the “the most straightforward way” to ensure that 

housing is not unduly expensive.41 If prices are comparable to construction costs, then there is 

little room to further reduce costs with new supply unless builders are “massively subsidized.” If 

prices are above construction costs, then there can be affordability gains through new 

production.42 Glaeser and Gyourko argue that the concept of “affordability” is tied inextricably 

to poverty, and that impoverished households that require additional resources to acquire market 

rate housing can receive additional resources through direct assistance such as vouchers; whether 

they can afford market rate housing without subsidies, however, is not a clear measure of 

“affordability.” 

 While these contending critiques of the 30 percent threshold might initially seem 

theoretical, it is important to note that in public housing prior to 1969, each local housing 

authority had its own system for determining the rent paid by public housing tenants.43 Some 

housing authorities charged a fixed fraction of adjusted income – usually 20 percent – while 

others charged rents based on apartment size or a minimum rent for the poorest households and 

fraction-based rent for other households.44 In 1969, legislation imposed a uniform upper limit on 

rents at 25 percent of adjusted income, and most authorities charged the maximum amounts that 

they could. The program then transitioned to the 30 percent threshold between 1982 and 1985, 

and other programs – such as the Section 8 New Construction/Substantial Rehabilitation 

Program – followed suit. 

 Concepts of “affordability” are currently in flux. For instance, the United Way’s ALICE 

project considers the concept of “affordability” in a new light. Similar to Glaeser and Gyourko’s 

analysis, the approach argues for weighing housing affordability in tandem with other household 

costs. Using a variety of data sources, including the U.S. Bureau of Labor Statistics, the U.S. 

                                                
40 Glaeser, Edward L. and Joseph Gyourko. “How do we know when housing is ‘affordable’?” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.114. 
41 Glaeser, Edward L. and Joseph Gyourko. “How do we know when housing is ‘affordable’?” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.114. 
42 Glaeser, Edward L. and Joseph Gyourko. “How do we know when housing is ‘affordable’?” The Affordable 
Housing Reader, edited by Rosie J. Tighe and Elizabeth J. Mueller, Routledge, 2013. p.114. 
43 Olsen, Edgar O. “Housing Programs for Low-Income Households.” In Means-Tested Transfer Programs in the 
United States, edited by Robert A. Moffitt, University of Chicago Press 2003. p.384. 
44 Olsen, Edgar O. “Housing Programs for Low-Income Households.” In Means-Tested Transfer Programs in the 
United States, edited by Robert A. Moffitt, University of Chicago Press 2003. p.384. 
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Department of Housing and Urban Development (HUD), and the American Community Survey, 

the project provides “a framework, tools, and language” to measure the number of households in 

various states that do not earn enough to afford basic necessities.45 The acronym ALICE stands 

for asset-limited, income constrained, and employed, and “ALICE” households “can earn above 

the Federal Poverty Level, but not enough to live and work in the modern economy.46 States that 

are participating in the data analysis  – thirteen in total – include Connecticut, Florida, Idaho, 

Indiana, Iowa, Louisiana, Maryland, Michigan, New Jersey, New York, Oregon, Washington, 

and Wisconsin, and data from these states has shown that at least 31 percent of households in 

each state cannot afford the bare minimum to live and work in the modern economy.47 Analyses 

in some states have shown the percentage to be as high as 44 percent. Notably, these household’s 

incomes are often more than double the rate of “poverty.” Each state ALICE report calculates the 

number of households in each county that cannot afford a “Household Survival Budget,” which 

includes the cost of housing at HUD’s Fair Market Rate, child care, food, transportation, health 

care costs, and taxes and other miscellaneous costs.48 Many of these households have virtually no 

savings or financial safety net.49  

 In all states measured, housing is the biggest expense, and the gap between the number of 

renters with income below the ALICE threshold and the far lower number of “affordable” units 

is substantial in every participating state. The states with smaller populations have the smallest 

shortages, whereas the states with the highest populations have the largest shortages.50 Across 

the country, there are nearly 8.5 million renters with income below the ALICE threshold, but 

                                                
45 United Way. ALICE 2016 Executive Summary – Study of Financial Hardship. Winter 2016. Retrieved from 
https://www.dropbox.com/s/8rs2iurjqwyioic/16UW%20ALICE%20Report_MultiStatesSummery_12.23.16_Lowres
.pdf?dl=0 
46 United Way. ALICE 2016 Executive Summary – Study of Financial Hardship. Winter 2016. Retrieved from 
https://www.dropbox.com/s/8rs2iurjqwyioic/16UW%20ALICE%20Report_MultiStatesSummery_12.23.16_Lowres
.pdf?dl=0 
47 United Way. ALICE 2016 Executive Summary – Study of Financial Hardship. Winter 2016. Retrieved from 
https://www.dropbox.com/s/8rs2iurjqwyioic/16UW%20ALICE%20Report_MultiStatesSummery_12.23.16_Lowres
.pdf?dl=0 
48 United Way. ALICE 2016 Executive Summary – Study of Financial Hardship. Winter 2016. Retrieved from 
https://www.dropbox.com/s/8rs2iurjqwyioic/16UW%20ALICE%20Report_MultiStatesSummery_12.23.16_Lowres
.pdf?dl=0 
49 United Way. ALICE 2016 Executive Summary – Study of Financial Hardship. Winter 2016. Retrieved from 
https://www.dropbox.com/s/8rs2iurjqwyioic/16UW%20ALICE%20Report_MultiStatesSummery_12.23.16_Lowres
.pdf?dl=0 
50 United Way. ALICE 2016 Executive Summary – Study of Financial Hardship. Winter 2016. Retrieved from 
https://www.dropbox.com/s/8rs2iurjqwyioic/16UW%20ALICE%20Report_MultiStatesSummery_12.23.16_Lowres
.pdf?dl=0, p.15 
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there are only 5.6 million rental units, both subsidized and market-rate, that these households can 

afford without being cost-burdened. However, the ALICE report argues that even families that 

live in subsidized housing and are thus not “cost burdened” might be paying more for housing 

than they can afford.51  

 In sum, the concept of “affordability” has morphed over time and is currently contested. 

Policymakers often take the 30 percent threshold as a given, despite the somewhat nebulous and 

arbitrary rationale for its use. A household that is not technically “cost-burdened” might have 

incredible trouble fulfilling their basic survival needs. In the reliance on the 30 percent threshold, 

this reality is often lost. 

 

The Causes of Housing Crises 

 The reasons for housing affordability crises and shortages throughout the developed 

world are contested, but the most oft-cited reason for “affordability” crises is a lack of supply: 

scarcity drives up the prices of individual units, and with the rise of “winner-take-all” urbanism, 

technology, talent, and economic assets are becoming increasingly densely packed into a small 

number of areas, increasing the populations in those areas and creating competition for living 

space.52 This makes the areas more appealing to higher-income individuals, who can then “bid” 

for available housing at higher prices, thereby driving the “market” rental rate up. Whether as a 

result of restrictive land use policies, geographically bounded areas (which restrict the expansion 

of municipal borders and the housing within them), or NIMBYism, the argument goes that the 

high cost of housing is a direct result of the inability of cities to match growth in employment or 

population with an adequate growth in housing units.53  

 It is true, for instance, that while the construction of multifamily units has been increasing 

since 2010, and has replaced single-family homes as the primary source of rental stock growth in 

                                                
51 United Way. ALICE 2016 Executive Summary – Study of Financial Hardship. Winter 2016. Retrieved from 
https://www.dropbox.com/s/8rs2iurjqwyioic/16UW%20ALICE%20Report_MultiStatesSummery_12.23.16_Lowres
.pdf?dl=0, p.21. 
52 Florida, Richard, and Benjamin Schneider. “The Global Housing Crisis.” CityLab, 4.11.2018. Retrieved from 
https://www.citylab.com/equity/2018/04/the-global-housing-crisis/557639/ 
53 Florida, Richard, and Benjamin Schneider. “The Global Housing Crisis.” CityLab, 4.11.2018. Retrieved from 
https://www.citylab.com/equity/2018/04/the-global-housing-crisis/557639/ 
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2013, additions to the rental supply have not kept up with bourgeoning demand.54 Importantly, 

between 2013 and 2015, multifamily construction in “booming” metros such as Austin, Portland, 

and Seattle increased significantly, however much of this construction remains concentrated at 

the upper end of the market. In fact, 2015 American Community Survey data for the 100 largest 

metros show that 46 percent of rental units built during or after 2010 were in the top quartile of 

area rents, while more than two-thirds were in the top half.55 Many observers diagnose housing 

crises as being primarily crises of supply: the more housing that is created, the more “affordable” 

options will be available. But, in very crucial sectors of the housing market, much of the new 

construction of units is geared towards the “high-end” market. Such construction is believed to 

cause older units to “filter down” and result in decreased housing expense for low and moderate-

income individuals. 

 

The Concept of Housing Stock Filtering 

 Part of the policy justification behind building new unsubsidized “higher-end” units is 

that these units will free up older properties that can then be filled by lower-income renters in 

need of housing. Private housing markets are thought to provide low-income housing primarily 

through a process in which “homes built for higher income families slowly deteriorate and filter 

down to lower income households.56 This process – known as “filtering” – holds for both rental 

and owner-occupied housing, however filtering rates are faster in the rental segment of markets 

overall. Importantly, studies have shown that filtering is less pronounced in areas subject to high 

rates of house price appreciation.57  

 In many cities with tight real estate markets, there are limits to the stock of old buildings, 

and rather than old buildings “filtering” down to lower-income households, they frequently 

become recouped by wealthier households as part of the process of gentrification.58 Moreover, 

studies published in the early 1980s indicate that U.S. cities with rapid housing construction rates 

                                                
54 Joint Center for Housing Studies of Harvard University. The State of the Nation’s Housing, 2017. Harvard 
University. Retrieved from http://www.jchs.harvard.edu/research-areas/reports/state-nations-housing-2017.p.27. 
55 Joint Center for Housing Studies of Harvard University. The State of the Nation’s Housing, 2017. Harvard 
University. Retrieved from http://www.jchs.harvard.edu/research-areas/reports/state-nations-housing-2017.p.27. 
56 Rosenthal, Stuart S. “Are Private Markets and Filtering a Viable Source of Low-Income Housing? Estimates from 
a ‘Repeat Income’ Model.” The American Economic Review, 104:2, February 2014, p.687. 
57 Rosenthal, Stuart S. “Are Private Markets and Filtering a Viable Source of Low-Income Housing? Estimates from 
a ‘Repeat Income’ Model.” The American Economic Review, 104:2, February 2014, p.705. 
58 Madden, David and Peter Marcuse. In Defense of Housing: The Politics of Crisis. Verso, 2016. p.2. 
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actually have higher housing costs, even when demand factors were statistically controlled.59 

Furthermore, these same studies show that somewhat high vacancy rates are not associated with 

lower rent levels, meaning that new construction causes markets to adapt to new, higher pricing 

structures than equilibrating markets.60  

 Therefore, higher investment levels in land can, contrary to the concept of “filtering,” 

push the entire price structure upward.61 Although many observers believe a lack of supply – 

perhaps created by exorbitant development or construction costs, or overregulation – is creating 

the housing crisis in the United States, it is also true that new supply has not necessarily filtered 

down to lower earners, at least not since many of these crises began. However, as the next 

chapter discusses, the logic of supply and demand – often discussed in a vacuum without 

recourse to other economic or social trends in a locality – is the dominant mode by which 

governmental entities discuss housing policy. 
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60 Appelbaum, Richard P. and John Gilberbloom. “Housing Supply and Regulation: A Study of the Rental Housing 
Market.” Journal of Applied Behavioural Science, 19:1, p. 1-18. 
61 Appelbaum, Richard P. and John Gilberbloom. “Housing Supply and Regulation: A Study of the Rental Housing 
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Chapter 2: The Ideology of Housing Policy 

 

“Liberal” and “Conservative” Policies and Programs 

 Social reality – and the policies and programs that get implemented in cities across the 

United States – are constructed by the beliefs that policymakers hold.62 In many ways, housing 

policymakers in the United States are bound by a trajectory of housing policy that fluctuates 

between characteristically “liberal” and “conservative” trends. More “liberal” positions are 

thought to be more welfare-oriented,63 while “conservative” positions are seen to prioritize the 

“free” housing market, taking a neoclassical view of supply and demand which equates 

government intervention (welfare) as an inefficient interference in the marketplace. However, 

Peter Marcuse argues that this division, when thoroughly interrogated, is less clear-cut than it 

would seem. According to Marcuse, stakeholders concerned with influencing and changing 

housing policy, including legislators, advocates, academics, and lobbyists, wrongly assume that 

the two approaches are “opposites, and “and that no possibilities worth exploring exist outside of 

the spectrum.”64 

 Marcuse surveys the more typically “liberal” housing policies, including Roosevelt’s 

New Deal and numerous anti-poverty programs put into effect by the Kennedy and Johnson 

administrations.65 Marcuse examines and qualifies as “liberal” the US Housing Act of 1937, 

which established public housing as a permanent initiative; the Housing Act of 1949, which had 

“liberal” policy provisions but established “urban redevelopment according to conservative 

priorities”66; and the Housing Act of 1968, which represented the “best of liberal urban policy 

thinking to that time.” Marcuse identifies these programs as welfare-oriented programs.67  

 In contrast, the period since these programs beginning with the Nixon administration’s 

policies and subsequent Housing Act of 1974, began a “train of conservative housing policy 

                                                
62 Hays, R. Allen. The Federal Government and Urban Housing. State University of New York Press, 2012, p.15. 
63 Marcuse, Peter. “The Liberal/Conservative Divide in the History of Housing Policy in the United States.” Housing 
Studies, 16:6, 2001, p.717. 
64 Marcuse, Peter. “The Liberal/Conservative Divide in the History of Housing Policy in the United States.” Housing 
Studies, 16:6, 2001, p.717. 
65 Marcuse, Peter. “The Liberal/Conservative Divide in the History of Housing Policy in the United States.” Housing 
Studies, 16:6, 2001, p.718.  
66 Marcuse, Peter. “The Liberal/Conservative Divide in the History of Housing Policy in the United States.” Housing 
Studies, 16:6, 2001, p.718. 
67 Marcuse, Peter. “The Liberal/Conservative Divide in the History of Housing Policy in the United States.” Housing 
Studies, 16:6, 2001, p.718. 
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actions” that have been extended – with some aberrations during the Obama administration – up 

until the present day. Marcuse interrogates the hypothesis that “liberal” is the opposite of 

“conservative” when it comes to housing policy, noting that the “conservative” position is 

erroneously thought to be supportive of as little government as possible, while the “liberal” 

position is thought to be supportive of big government programs.68  

 Marcuse describes the “liberal” view of housing policy as one that expects (a) the 

operation of the market on the supply side to be tempered to increase supply on the middle-to-

low income end, (b) the allocation of benefits on the demand side through the market to be 

tempered for social welfare purposes, (c) active government involvement in decision-making, (d) 

stress on maintaining private property and efficiency as goals, and (e) allegiance to Democratic 

leaders.69  

 In contrast, Marcuse believes that the “conservative” view prioritizes (a) reliance on the 

private profit-motivated market on the supply side, albeit supported by government, (b) the 

allocation of benefits according to private market principles (based on demand), (c) a minimum 

of governmental involvement in decision-making, which occurs mostly at a local level, (d) 

private property rights and “business-like” efficiency, and (e) allegiance to Republican leaders 

and the private housing industry.70 

 Marcuse traces these beliefs through their manifestations in decades of United States 

housing policy and finds that, while more “liberal” policies have differed from “conservative” 

policies, liberal policy never fundamentally challenges the assumptions and values of 

conservative policy.71 Marcuse argues that liberal policies, like conservative policies, still rely on 

the private profit-motivated housing supply industry for the provision of almost all housing; they 

only marginally differ from conservative policies in the “extent to which [...] tax revenues 

redistribute resources progressively” and favor public policy interventions only to deal with 

market failures.72 Moreover, while liberal policies certainly argue for providing for groups with 

                                                
68 Marcuse, Peter. “The Liberal/Conservative Divide in the History of Housing Policy in the United States.” Housing 
Studies, 16:6, 2001, p.718. 
69 Marcuse, Peter. “The Liberal/Conservative Divide in the History of Housing Policy in the United States.” Housing 
Studies, 16:6, 2001, p.723. 
70 Marcuse, Peter. “The Liberal/Conservative Divide in the History of Housing Policy in the United States.” Housing 
Studies, 16:6, 2001, p.723. 
71 Marcuse, Peter. “The Liberal/Conservative Divide in the History of Housing Policy in the United States.” Housing 
Studies, 16:6, 2001, p.731. 
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recognized disadvantage when it comes to housing, they still apply the “distinction between the 

deserving and undeserving poor” to housing.  Both ideological orientations are viewed as being 

essentially subservient to the private real estate and housing industry in the formulation of 

policy.73 Neither liberal nor conservative housing policy is willing to “cede control to the users 

of housing at the expense of owners, landlords, or financiers,”74 and Marcuse uses this reality to 

argue for more “substantially challenging” policy approaches to the provision of housing that 

have heretofore rarely been attempted or enacted.75 A visual table of Marcuse’s analysis of 

housing ideology is provided as Figure 3 in the Appendix. 

  

Hays’ Frames of Reference 

 While Marcuse’s taxonomy of housing policy ideology interrogates the real nature of the 

divide between conservative and liberal approaches to crafting housing programs, R. Allen Hays 

takes a slightly different approach by excavating the various policy contexts and frames of 

reference within which a given policy or program has been viewed.76 Hays argues that 

understanding these contexts and frames of reference are indispensable to an understanding of 

the broader impact of ideology on housing policy, and identifies three key frames of reference: 

housing policy as social welfare policy, housing policy as community development policy, and 

housing policy as macroeconomic policy.77  

 Hays identifies social welfare policy as the frame of reference through which some 

housing policy prioritizes providing for low-income individuals and households. Aside from 

moral suasion, social welfare policy – i.e. “help for the poor” – is justified on the grounds that (a) 

low-income people can contribute less to society if they are stymied by poverty, (b) their poverty 

negatively affects other members of society, and (c) these outcomes can in turn threaten the long-

term stability to the economic and political system posed by the “sufferings of the poor."78  

                                                
73 Marcuse, Peter, and Keating, W. Dennis. “The Permanent Housing Crisis: The Failures of Conservatism and the 
Limitations of Liberalism.” In A Right to Housing: Foundation for a New Social Agenda, edited by Rachel Gratt et 
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 Hays describes the context of community development policy as one in which political 

entities “improve the quality of its physical structures, its economic life, and its social 

relationships,” while specifically emphasizing the physical improvements required to address 

such issues.79 In contrast to the social welfare policy context, the community development policy 

context actively reinforces the profit motives of “most economic elites.”80 Community 

development pursues growth, physical planning improvements, and the rational ordering of 

public services and land to support private economic development, viewed as a means of 

improving areas as a whole.81 Community development is often structured at the local level, and 

although divides exist between liberal and conservative actors over how strong of a role 

government should have in subsidizing physical planning and improvements, and to what extent 

community development should prioritize social welfare, both “sides” tend to support increased 

private economic development.82 

 Lastly, Hays identifies macroeconomic policy as a key framework that strongly 

influences the creation of housing policy and implementation of housing programs. Hays points 

out that struggles between liberals and conservatives over macroeconomic policy have a direct 

relationship with housing policy, particularly because the behavior of the economy as a whole is 

influenced so strongly by the housing sector.83 Investments in housing and housing credit makes 

up a large sector of the economy, and as the economic crisis of 2008-2011 showed clearly, 

“downturns or restructuring in this sector can have a negative effect on the entire economy.”84 

 

The City as Growth Machine 

 Related to Hays’ conception of community development policy is the fairly unifying 

ideological idea in the United States that cities should constantly grow, increasing aggregate 

rents and capturing wealth for those “in the right position to benefit.”85 John R. Logan and 

Harvey Molotch argue that city elites have a “growth consensus,” which irrespective of policy 
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83 Hays, R. Allen. The Federal Government and Urban Housing. State University of New York Press, 2012, p.48. 
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disagreements on how to grow, ultimately eliminates any alternative vision of the purpose of 

local government or the meaning of community.86 They further argue that the political structures 

of localities are mobilized to intensify land uses for private gain of many sorts, echoing the city-

building enterprises of the “boosters” of the 19th century.87 Creating a “good business climate” 

that attracts new industry, new businesses, new amenities, and increases land values, is 

tantamount for the “growth coalitions” of cities. The coalitions themselves can include 

politicians, local media, utilities, and to a lesser extent, universities, arts spaces (such as 

museums, theaters, and expositions), professional sports, organized labor, corporate capitalists, 

and self-employed professionals and small retailers.88 

 Considering the effects of growth and the “growth is good” mantra on housing markets is 

particularly instructive. Logan and Molotch point out that the overall fiscal state of a city 

depends on the kind of growth a city pursues, and that most studies actually conclude that 

housing development represents a net fiscal loss for a municipality because of the service costs 

that residents require. However, if cities are to pursue new industries (and thus, new workers), 

they obviously will require the housing stock to actually house the influx of new residents.89 

 Importantly this type of growth raises important questions that are difficult to answer. For 

instance, does a local economy’s growth raise living standards for existing residents, or increase 

wage rates for a plurality of workers? Instead, does growth merely attract higher-wage workers 

from other areas? Whether growth and increased land values will improve the daily lives of low-

income or middle-income people certainly depends on the kind of growth a city pursues. As 

Stephanie Greenberg of the University of Denver has previously noted, “growth per se is no 

panacea for urban poverty.”90 While growth may not be the cause of problems in a city, increase 

in scale might make it much more difficult to fix problems that do exist. Logan and Molotch 

point out that – and this is particularly important for housing – growth “disproportionately 
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increases the value of strategic parcels, generating monopoly effects for their owners.”91 For 

those who are tied to a place primarily for its residential use value – i.e. long-term residents – 

growth can pose serious problems through increasing competition for well-located housing units. 

 Given the centrality of housing in the everyday life of city residents, the danger of unsafe 

housing (or no housing at all), and the widespread nature of housing crises, this report contends 

that awareness of the “growth machine” concept and the ideological underpinnings of new 

housing approaches is essential to proper policy evaluation. As this paper comes to a discussion 

and analysis of Affordable Central Texas, it will argue that this entity as well as other 

organizations focused on “workforce housing” preservation across the country have a number of 

fairly “conservative” elements (using Marcuse’s taxonomy). It also argues that their approach is 

geared first and foremost towards further regional growth. And, although marketed as social 

welfare policy, the approach may be better described as community development premised on the 

preservation of existing units.92 
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Chapter 3: The Financialization of Housing 

What is financialization?  

 The aforementioned ideological divides of housing policy, though they have some very 

tangible differences, might be referred to broadly by critics of current housing practices in the 

United States as “status quo” housing and development policy. These same critics – Marcuse 

among them – argue that housing crises are verifiably not a result of “the system breaking 

down,” but rather an example of the system “working as it intended.”93 They note broadly that 

status quo housing policy is falsely predicated on the notion that there is no inherent conflict 

between the economic value-form of housing and its lived-form.94 They argue that housing is 

being decoupled from actual residential needs and becoming more of an instrument for financial 

accumulation and less of a means for living, establishing home, and social reproduction.95 

 While this critical discussion might seem far from the norm, the idea that housing costs 

are not simply the result of a dearth of supply is not a fringe concept. For instance, a 2017 United 

Nations report focuses on how housing is being “financialized” on a global scale and is 

increasingly being turned into an investment vehicle. The report defines the “financialization” of 

housing as “structural changes in housing and financial markets and global investment whereby 

housing is treated as a commodity, a means of accumulating wealth and often as security for 

financial instruments that are traded and sold on global markets.”96 The report notes that housing 

and real estate markets across the world have been transformed by corporate finance, including 

banks, insurance and pension funds, hedge funds, and private equity firms.97 According to the 

UN report, the financial system now far outstrips the so-called real “productive” economy in 

terms of volumes of wealth, and the housing market accounts for a high proportion of that 

growth.98  
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94 Madden, David and Marcuse, Peter. In Defense of Housing: The Politics of Crisis. Verso, 2016. p.18. 
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 How did housing become such a site for investment? While real estate in the United 

States – even structures located in big metropolitan areas – used to be a local and relatively 

“small-scale affair” before the advent of mortgage-backed securities in the 1980s,99 the process 

of financialization has focused global financial interests on place-specific projects. Mortgage 

backed securities were promoted as a means of attracting more lenders into the mortgage market 

by reducing “the reliance on local financial institutions.”100 The new investment opportunity 

allowed for portfolios of mortgages to be bundled together in order to distribute the risk more 

evenly among all of the mortgages. They were then sold to investors in the form of bonds or 

other investment instruments on secondary bond markets, which created the conditions for global 

capital to be invested in housing finance.101 

 As the UN report points out, the amount of money involved in the purchase of housing 

and real estate is almost “impossible to digest.”102 In 2015, for instance, the amount of capital 

raised for trans-border real estate investments was a record $443 billion, with residential 

properties representing the largest single share.103 For corporate finance, housing and urban real 

estate have become “the commodity of choice” acting as a “safety deposit box” for wealthy 

individuals, particularly in countries in which residential investment provides many tax 

advantages. In these areas, the housing system provides a tax haven for investors.104 Once a 

relatively separate, locally based system, housing finance has fully integrated into the national 

and global capital markets, with massive institutions becoming the controlling intermediaries  

between distant capital markets and local housing markets.105  
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 In the early 1990s, new computer-based techniques of investment analysis combined with 

low interest rates and high housing demand to create a complex market of mortgage-backed 

securities. Because interest rates on these securities were higher than corporate and Treasury 

bonds and seemed “risk-free” due to Ginnie Mae, Fannie Mae, and Freddie Mac guarantees, 

many major investment houses bought these securities and issued collateralized mortgage 

obligations (CMOs) that divided expected interest payments and principal repayments from 

pools of mortgages.106 

 This process eventually culminated in the housing collapse and ensuing 2008 global 

financial crisis, and while many observers expected that the crisis would act as “an alarm bell,” 

forcing states and financial institutions to reconsider the effects of unrestricted, exponential 

financialization of housing products, much of the blame fell onto individuals and families who 

were blamed for taking on too much debt through acquiring subprime and other types of 

mortgages on risky terms.107 States highly effected by the crisis assumed responsibility for 

distressed high-risk mortgages and arranged for them to be sold off to private equity funds, 

thereby “increasing rather than decreasing the role and power of corporate finance in national 

housing systems.”108 

 

How does financialization relate to the current housing crisis?  

 As Manuel B. Aalbers argues, “there are only a few areas that link people’s livelihoods 

so directly to the global economy as housing.”109 Especially in “booming” cities, housing is no 

longer a local affair – rather, as some observers note, high-end real estate is “the world’s new 

currency.”110 Moreover, luxury housing units (that do not filter down quickly) are built to make 
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profits upon resale, and are not responsive to need.111 Thus, the “financialization of housing” has 

been blamed for effecting routine oversupplies of luxury housing.112 While mortgage markets 

were at one point a “facilitating market” for homeowners in needs of credit, they are now more 

or a less a means of “facilitating global investment”113 by turning “solid structures into liquid 

assets.”114 Aalbers contends that Western economies have become so “addicted” to high and 

increasing house prices that it seems difficult for governments and households to fathom a 

situation that would actually prioritize declining prices, which are seen as lowering people’s 

economic perceptions and therefore as “having a negative influence on the economy at large.”115 

The cost of housing is thoroughly and inextricably linked with the health of both local and 

national economies. 

 

Analysis 

  Although many growing urban areas certainly lack sufficient housing supply, it is 

important to understand the history and ideological underpinnings of new approaches to creating 

“affordability” in housing markets in order to have a more robust diagnosis of the causes of 

housing crises and create potential solutions.  

 As was previously discussed, even the popular conception of what constitutes 

“affordable” housing is not a scientific rule (though it has faux scientific origins) and is subject 

to significant debate in academic circles. This literature review is included to serve as a backdrop 

against which observers can undertake a true consideration and analysis of the aims of 

Affordable Central Texas and similar organizations. 

   

  

 
 
 

                                                
111 Madden, David and Marcuse, Peter. In Defense of Housing: The Politics of Crisis. Verso, 2016. p.37. 
112 Florida, Richard, and Benjamin Schneider. “The Global Housing Crisis.” CityLab, 4.11.2018. Retrieved from 
https://www.citylab.com/equity/2018/04/the-global-housing-crisis/557639/ 
113 Aalbers, Manuel B. “Introduction: Financialization and Housing Studies.” The Financialization of Housing: A 
Political Economy Approach, Routledge, 2016. p.11. 
114 Madden, David and Peter Marcuse. In Defense of Housing: The Politics of Crisis. Verso, 2016. p.32. 
115 Aalbers, Manuel B. “Introduction: Financialization and Housing Studies.” The Financialization of Housing: A 
Political Economy Approach, Routledge, 2016. p.20. 



 25 

PART TWO 
Chapter 4: Austin’s Housing Market 

 
Housing Needs in Austin  

 Austin’s housing market – like housing markets across the United States – is strained. A 

comprehensive market analysis conducted by BBC Research and Consulting and prepared for the 

City of Austin’s Neighborhood Housing and Community Development Department in July 2014 

identified roughly 12,000 affordable rental units for 60,000 renter households earning less than 

$25,000 per year, leaving a shortage of 48,000 units.116 A flow chart showing this discrepancy is 

included as Figure 4 in the Appendix. The BBC report also identified that half of renters were 

cost-burdened, and that low-income renters were disproportionately cost-burdened. Nearly 69 

percent of low-income renters were identified as cost-burdened.117 

 The report notes that part of the housing strain is attributable to the kind of economic 

growth Austin has experienced, which has brought a much higher number of high-income renters 

to the area than low-income renters. Between 2007 and 2012, the number of high income renters 

(earning more than $75,000 per year) grew by 15,000, while low income renters (earning less 

than $25,000 per year) grew by 1,000.118 In 1928, a sign of the “gilded age” during which 

economic inequality was at its peak was the fact that nationally the top 1 percent of families 

received nearly a quarter of pretax income. Currently in the Austin-Round Rock MSA, the top 1 

percent receives 25 percent of pretax income.119 

 Though pronounced economic inequality in Austin is increasing, the actual employment 

growth has mostly occurred in moderate to low paying jobs. Between 2007 and 2012, of the 

100,000 new jobs in the Austin Metropolitan Statistical Area, 36,000 were in the Education and 

Health Services industries, paying just over $40,000 per year. Over 25,000 jobs were in the low-
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paying leisure and hospitality industries, which often pay less than $20,000 per year.120 While 

economic growth has not occurred primarily on the high end, the pool of high income renters has 

invited the development of additional market rate, higher priced rentals, while driving up the 

price of renting units as a result of unit scarcity. Competition among low and moderate-income 

renters for non-luxury rentals continues to increase, which has pushed vacancy rates down to 

“record low levels.”121 

 The report also notes that more than 25 percent of Austin residents have sought additional 

employment to pay for housing costs, and over 30 percent of renters have gone without health 

care to be able to afford housing. Over half of renters (almost 60 percent) planned to move in the 

near future, mostly to find less expensive housing.122 The BBC analysis provides a particularly 

unique window into hardships experienced by low-income renters in Austin in 2014. According 

to the report, of this population nearly 70 percent are “cost-burdened,” over 40 percent had been 

in their current home for less than one year, almost 20 percent were at risk of eviction, and the 

average renter was paying $820 per month.123 A chart from the BBC report showing these 

statistics is included as Figure 5 in the Appendix. 

 The BBC report makes numerous recommendations for rectifying the housing crisis in 

Austin. It suggests adopting “quick fixes” for regulatory barriers to new construction and fast-

tracking new development; modifying accessory dwelling unit regulations to better facilitate 

their construction; expanding public-private partnerships; modifying numerous supply-side 

programs, including density bonus programs and other developer entitlement programs; utilizing 

public land to build new units and expand limited equity homeownership models; and consider 

preservation initiatives that focus on “neighborhoods that have traditionally been home to low 
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income residents and workers,” among other approaches.124 The report’s final recommendation 

is for Austin to set a “target goal for affordable housing,” and manage all programs and policies 

to meet that goal. 

 

The Austin Strategic Housing Blueprint 

 Building on the findings of the BBC’s 2014 Market Analysis report, the Neighborhood 

Housing and Community Development Office released a draft of the Austin Strategic Housing 

Blueprint in June of 2016.125 The report was released after 30 community meetings with 433 

meeting attendees, 1,572 survey responses, and 14 Boards and Commissions presentations.126 On 

April 14, 2017, the Blueprint was approved, receiving unanimous approval for the first half of 

the document, which explains Austin’s housing crisis, and a single vote against the second half 

of the plan, which outlines the tools and strategies the city might use, from Council Member 

Troxclair of District 8.127 Using the 2014 report, the plan distinguishes a shortage of 48,000 

deeply affordable rental units – primarily those renting for less than $500 per month – for renters 

earning less than $25,000 per year.128 In addition, it highlights numerous other challenges 

including geographically limited housing opportunities, a dearth of affordable homes to buy for 

$250,000 or less, rising housing costs in a handful of redeveloping neighborhoods (which could 

cause long-time residents to seek more affordable housing elsewhere), and a too narrow array of 

housing choices for persons with disabilities.129 
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 The Blueprint also shows that – partly because Austin continues to disproportionately add 

low- to moderate-paying jobs – home and rent prices continue to rise while median income 

stagnates. The report also highlights, in very clear terms, the fact that low and medium-income 

households have to compete with higher income households for a limited supply of housing that 

is affordable to them; in Austin, 35 percent of households earn 60 percent of the Median Family 

Income or below, and only 15 percent of the city’s housing stock is “affordable” to them. In 

Figure 6 below, this relationship is illustrated. Importantly, lower income households often 

occupy housing that is “slotted” for higher income earners. This relationship is shown in Figure 7 

below. As this graph implies, households do not necessarily always occupy rental units that 

would “match” their income. 

 

 

Figure 6: Austin Median Home Prices and Rents Versus Median Income130 
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Figure 7: Comparing Rental Household Incomes with Occupied Units Affordable at Each Income Level131 

 Austin’s population is projected to grow annually by 2 percent, and the region is expected 

to grow at an even faster annual rate of 3.4 percent.132 Multiplying the 2015 housing stock of the 

City of Austin by the 2025 Metropolitan Statistical Area percent change in population (34 

percent growth by 2025), the Blueprint estimates that Austin will need 135,197 new housing 

units by 2025 to keep pace with population growth.133  

 With this goal in mind, the blueprint estimates that over 22,000 new units will be needed 

for households earning between 0 and 30 percent of Austin’s MFI; over 24,000 new units will be 

needed for households earning between 31 and 60 percent of Austin’s MFI; over 15,000 new 

units will be needed for households earning between 61 and 80 percent of Austin’s MFI; over 

25,000 units for households earning between 81 and 120 percent of Austin’s MFI; and over 

46,000 new units for households earning over 120 percent of Austin’s MFI.134 Estimates of these 
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needs are shown in Figure 8 below. The Blueprint takes a “holistic approach” to creating 

affordable housing, which combines a strategy to preserve existing homes affordable to 

community members while simultaneously increasing overall housing supply at all income 

levels.135 It advocates continuing many strategies Austin currently uses – such as density bonus 

programs, a regulatory rewrite of the development code through CodeNEXT,136 and federal 

funding – to create the over 135,000 new units, 75 percent of which the Blueprint suggests 

should be within one half mile of Imagine Austin Centers and Corridors. The Blueprint also sets 

a goal of preserving 10,000 “affordable housing units” over 10 years, produce 100 Permanent 

Supportive Housing units each year for 10 years, with half of these units being Housing First 

units, setting at least 25 percent of new income-restricted affordable housing in high opportunity 

areas, and having 30 percent of new housing be a “range of housing types from small-lot single 

family to eight-plexes” to help address Austin’s need for multi-generational housing.137 
 

 

Figure 8: Austin Strategic Housing Blueprint 10-Year Affordable Housing Goals138 
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The Blueprint’s Strategies 

 To achieve these goals, the Blueprint puts forth a wide array of recommendations. 

Among the strategies that deal more with preservation than creating new supply, the Blueprint 

suggests creating a preservation property tax exemption, coordinating preservation strategies 

with infrastructure investments, pursuing legislation to allow rent control, creating a strike fund 

as a strategy of preserving 10,000 affordable units over the next ten years, and challenging the 

private sector to participate in a fund for affordable housing and/or workforce housing.139 While 

the Blueprint contains numerous other strategies to address Austin’s housing crisis, these latter 

two goals for preservation are the specific focus of this report.  

 In the Blueprint’s description of the strike fund, it notes that “a collaborative is designing 

the development of a sustainable economic model for the fund to include: a determination of 

fund structure, a framework for the housing portfolio, and options for seeding the fund [...] the 

fund would strategically acquire, renovate, and manage existing multi-family buildings to make 

them affordable for the long term.”140  

 In the Blueprint’s description of the goal of “challenging the private sector to participate 

in affordable housing initiatives,” it states: “The City should partner with local employers to 

contribute to a revolving housing fund to help finance the construction and preservation of rental 

workforce housing [...] the City should also explore partnering with major local employers and 

institutions to collaborate on innovative co-developments or social investment platforms.141 As 

will be discussed in Chapter 7, these two strategies have more or less merged in the mandate of 

Affordable Central Texas. 
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Chapter 5: “Naturally Occurring” Affordable Housing and “Workforce Housing” 

What is “Naturally Occurring Affordable Housing”? 

 Austin and many other cities around the country have expressed interest in preserving 

“naturally occurring affordable housing” for the “critical workforce.” However, it is important 

for policymakers to be aware that the definitions of both “naturally occurring” affordable 

housing and “workforce housing” are also matters of debate. “Naturally occurring affordable 

housing” is a new term that has only been in circulation in housing policy and real estate 

materials since 2007.142 A report released in October 2016 from Co-Star, a real estate advisory 

firm, written as part of a collaboration with the Urban Land Institute and the National 

Association of Affordable Housing Lenders, inventories roughly 5.6 million units across the 

nation’s largest metropolitan areas to which this moniker applies.143  

 In order to arrive at this number, Co-Star devised a building rating system that takes into 

account architectural design, building structure and systems, amenities, site and landscaping, and 

certifications.144 The system assigns a number of stars (using 1 as a minimum and 5 as a 

maximum) to rental properties and situates buildings with 1 and 2 stars as “naturally occurring” 

affordable housing.145 One star buildings are defined as “practically uncompetitive with respect 

to typical multi-family investors [and] may require significant renovation [or be] functionally 

obsolete.”146 The characteristics of 1 star buildings are not elaborated on further. Two-star 

buildings are defined as buildings with exterior materials of brick, stucco, EIFS (exterior 

insulation finishing system), precast concrete, or siding with noticeable aging.147 Two-star units 

also have “small, seemingly inadequate windows,” “average, functional” aesthetics, “purely 

functional” systems, below average finishes and inefficient uses of space, very few amenities, 

scant exterior spaces with minimal to no landscaping, and are unlikely to be certified “green” or 
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energy efficient.148 The Co-Star report includes visual representations of the exteriors and 

interiors of rental units with different star ratings, presented below in Figure 9. Ratings criteria 

for 3 to 5-star buildings are included in Figures 10-12 in the Appendix. 

 

Figure 9: Visual representations of building ratings in Co-Star report.149 

 The Co-Star report further points out that rents – on average – for 1 and 2 star units 

approach 16.5 percent of the area median income (AMI) for all households in the city, and that 

for the Austin-Round Rock Metropolitan Statistical Area, rents approach amounts equal to 17 to 

20 percent of AMI,150 as shown in Figure 13 below.151  For households earning closer to 50 or 60 
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percent of the area median income – especially larger households – rents even for these older 

properties would constitute closer to 40 percent of their household income. 

 

 

Figure 13: One and Two-star Apartment Rents as a Percent of 100% Area Median Income152 

 The report also notes that the vast majority of multifamily properties (75.4 percent) are 1 

and 2-star units,153 and that Austin-Round Rock Metropolitan Statistical Area has between 

10,000 and 50,000 of these properties, although the report does not specify a particular 

number.154 A map from the report showing the concentration of these properties is included in 

Figure 14 in the Appendix. 
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 The report also shows that the Austin-Round Rock Metropolitan Statistical Area has rent 

amounts for these apartments that are roughly 80 to 82.5 percent of the Fair Market Rent (e.g. the 

50th percentile rent for the region). Moreover, the average rent growth for these properties 

nationally approaches 4 percent, while rent growth for more high-end units (4 and 5 star 

according to Co-Star’s methodology) is only 2.67 percent.155 The report concludes by showing 

that ownership of these properties is “concentrated in regional and local players,” and shows that 

the capitalization rates for these properties, which show the potential rate of return for these 

properties by dividing each property’s net operating income by its market value, exceeds 3 star 

units and is very comparable to 4 and 5 star units.156 The rates are compared in Figure 15 below.  

 

 
Figure 15: Comparing capitalization rates by unit “star” level.157 
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What does “naturally occurring” really mean? 

 Joe Cortright of City Observatory argues that the term “naturally occurring affordable 

housing,” ostensibly meant to describe housing that is “affordable” but privately owned and 

operated without any kind of subsidization, is a misnomer because there is nothing “natural” 

about housing markets: they are formed and regulated by a range of policies at every level of 

government.158 Cortright argues that “the only reason that some communities have plenty of 

what gets called ‘naturally affordable’ housing is that they made it relatively easy to build new 

housing” at some point in the past, and that housing eventually filtered down to lower and 

moderate income renters.159 Notably, most of the 1 and 2 star properties identified in Co-Star’s 

report were built over 35 years ago. A miniscule proportion were built after the year 2000.160 The 

proportions of units built in decades prior to 2010 are included in Figure 16 in the Appendix. 

 

What is “Workforce Housing”? 

 The term “workforce housing” is also contested. Broadly, it refers to housing that serves 

families and individuals who are unable to afford market rate housing due to their income, yet 

cannot take advantage of affordable housing programs because their incomes are above program 

requirement levels and render them ineligible for federal rental assistance.161 In the City of 

Austin, there is a significant overlap between this concept and “missing middle” housing – 

housing units that are denser than single family residential properties – because they would 

ostensibly serve the same populations.162 In the past, the Urban Land Institute has defined 

“workforce housing” as housing that is “affordable” (i.e. costs under 30 percent of a household’s 

income) to workers earning between 60 and 120 percent of the Area Median income (AMI).163 
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According to the United States Department of Housing and Urban Development (HUD), 

“workforce housing” serves households earning between 80 percent and 120 percent of the 

AMI.164  In extant literature on the topic, the population that needs “workforce housing” is 

generally described as being comprised of public workers like police officers, teachers, and 

firefighters, as well as health care workers, retail clerks, and other middle-income service 

workers.165  

 Housing initiatives focused on this population are not new. Before the Great Recession, 

metropolitan areas started to notice that, though they were having some success serving low-

income households with demand-side subsidies, they were struggling to meet the needs of 

middle-income workers.166 In response to this problem, many municipal areas pursued workforce 

housing initiatives through the use of inclusionary zoning laws, reducing regulatory barriers, the 

creation of housing trust funds, and the provision of “gap funding” measures.167 Part of the oft-

stated rationale for providing or incentivizing workforce housing was improving the morale and 

productivity of workforces.  

 In response to high housing costs, many middle-income workers have sought housing on 

the outer fringes of metropolitan regions.168 This migration contributes to many of the negative 

effects of urban sprawl, including traffic, pollution, and less open space.169 Moreover, because 

many of these workers still maintain jobs in central districts, they are faced with much longer 

commutes, higher transportation costs, and restricted leisure time (as a result of their longer work 

day). This can lead workers to seek employment closer to their domiciles, which in turn has the 

potential to affect the ability of businesses to find skilled workers at certain pay grades. 

 Currently, metropolitan areas across the country – particularly areas that have recovered 

after the Great Recession or did not face a deep housing market slump during the recession in the 
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first place – have implemented programs that build and preserve “workforce” housing. These 

programs include inclusionary zoning, which can take the form of mandatory set-asides for 

income-restricted units in new development, density bonuses, or fees-in-lieu; land trusts that 

establish limited-equity ownership models; housing trust funds that dedicate funding sources to 

create public-private partnerships to build new housing; and various grants, loans, and tax credits 

to assist middle-income residents with purchasing homes or lower the cost of developing new 

units for developers.170 

 In 2015, the branch of the Urban Land Institute in Austin identified the Austin market for 

“workforce housing” as households making between $60,000 and $90,000 a year, totaling more 

than 165,000 people.171 A panel convened by the organization bore out the idea that while 

Austin’s market serves lower-income households through the public sector and higher-income 

households through the private sector, the “middle tier” has either been largely forced to assume 

an unhealthy cost burden for housing or move farther out from the central city and its 

concentration of jobs, education, and amenities.172 The panel observed that building “missing 

middle” housing is very difficult as a result of numerous regulatory barriers, including parking 

minimums, site-area requirements, site plan review requirements, and rules on “compatibility,” 

which impact the size and shape of non-residential buildings within defined distances of single-

family residences.173 The panel also identified high land costs that often exceed the value of the 

housing units upon them, rental occupancy rates of 98 percent, NIMBYism, and a general 

cultural aversion to density as barriers to construct the “missing middle” stock.174 The panel 
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identified the dearth of extant missing middle options, and noted that the options that have come 

on the market have quickly appreciated in price due to demand.175 

 Some housing advocates identify the term “workforce housing” as inherently problematic 

because it carries within it an implication that low-income workers are not in the “workforce.”176 

In reality, low-income workers work at essential jobs that make urban environments run – they 

work as health aides, school bus drivers, day care workers, and low-wage service workers.177 

Moreover, much low-wage work does not pay a “living wage,” and therefore low-wage workers 

must be employed at multiple jobs to make ends meet, often for far more than 40 hours per week. 

These jobs can also have inconsistent hours, bad benefits, and poor or unsafe working 

conditions.178 As Miriam Axel-Lute argues, the term – by potentially (and perhaps 

unintentionally) situating low-wage workers as somehow outside the “workforce” – lends 

credence to negative, false, and harmful stereotypes about “affordable housing,” namely that its 

occupants are not productive workers or productive members of society.179 

 

Prior Policy Strategies Targeting “Workforce Housing” 

 As previously mentioned, providing adequate amounts of “workforce” housing has been 

a concern of policymakers for decades. The Urban Land Institute, for instance, held its first 

forum on the topic of workforce housing in Los Angeles as early as December of 2001.180 In a 

second forum held in June of 2002, participants suggested numerous approaches to spur the 

creation of “workforce” housing, including broadening the types of multifamily housing 

constructed, converting public housing properties to mixed-income communities, allowing 

accessory dwelling units in all residential areas, and other approaches that would streamline 
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regulatory barriers and provide various incentives and subsidies for developers willing to pursue 

workforce housing construction initiatives.181  

 In the past few decades, numerous national initiatives have been established to intervene 

in the “workforce” section of the market by either creating new units affordable to the 

“workforce” or preserving currently affordable units at risk of becoming unaffordable. Many of 

these initiatives are facilitated through philanthropic organizations and public-private 

partnerships. For instance, the MacArthur Foundation established the Window of Opportunity 

initiative that involves a $187 million investment (comprised of grants, loans and other financial 

vehicles) to a wide range of recipients, including nonprofit developers, loan funds, networks of 

nonprofit owners of affordable rental housing, advocacy organizations, state and local 

government agencies, and researchers.182 An internal evaluation of the program in 2016 found 

that the initiative was successful in achieving all but two of their goals: the initiative was not able 

to secure new federal incentives for preservation, and it was not on track to preserve as many 

affordable rentals as it had intended to (the goal was 300,000).183 The evaluation also took note 

of numerous challenges that faced the initiative, including the vulnerability of preservation 

efforts to macro-economic forces (such as the Great Recession), a lack of housing-related 

legislative action in Congress during the initiative’s lifespan, the fact that “preservation” lacks 

nationally agreed upon definitions, goals, data, or universally-cited champions, and a paucity of 

data about preservation that yields comprehensive information at the property-level about both 

unsubsidized and subsidized properties.184 
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Chapter 6: The Creation of Private Equity Funds to Preserve Multifamily “Workforce” Housing 

 In his history of affordable housing preservation efforts in the United States, Alexander 

von Hoffman describes the decentralized system of preservation efforts currently underway. In 

response to “the increasing difficulty of obtaining appropriations for new programs through the 

federal government,” organizations like the National Housing Trust led major policy efforts to 

persuade state and local governments to include incentives for preservation in their tax credit 

programs.185 Additionally, organizations like Enterprise Community Partners, Mercy Housing, 

and the Community Preservation and Development Corporation, have begun to acquire 

dwellings to preserve them for low-income residents.186 By the early 2000s, housing preservation 

efforts received about half of the federal government’s financial support for low-income 

housing.187 Many of these efforts, however, are directed towards low-income housing 

preservation and use tax credit incentives in order to achieve financial viability. 

  

The New Model 

 Private equity funds are increasingly becoming interested in rental housing,188 and 

Aalbers notes a general shift from financialization through mortgage debt to financialization of 

rental properties, possibly as a result of regulations that make it more difficult to get a mortgage 

in some countries.189 Private equity funds in other cities have taken an intense interest in 

subsidized stock; for instance, beginning in 2005 private equity began to “aggressively target” 

the subsidized housing stock of New York City, buying up 100,000 units (roughly 10 percent of 

the supply of rent-stabilized housing) by 2009.190 Moreover, while multifamily property owners 

                                                
185 Von Hoffman, Alexander. “To Preserve Affordable Housing in the United States: A Policy History.” Joint 
Center for Housing Studies Working Paper, March 2016. Retrieved from 
http://www.jchs.harvard.edu/sites/default/files/von_hoffman_to_preserve_affordable_housing_april16.pdf 
186 Von Hoffman, Alexander. “To Preserve Affordable Housing in the United States: A Policy History.” Joint 
Center for Housing Studies Working Paper, March 2016. Retrieved from 
http://www.jchs.harvard.edu/sites/default/files/von_hoffman_to_preserve_affordable_housing_april16.pdf 
187 Von Hoffman, Alexander. “To Preserve Affordable Housing in the United States: A Policy History.” Joint 
Center for Housing Studies Working Paper, March 2016. Retrieved from 
http://www.jchs.harvard.edu/sites/default/files/von_hoffman_to_preserve_affordable_housing_april16.pdf. p.74. 
188 Aalbers, Manuel B. “The Variegated Financialization of Housing.” International Journal of Urban and Regional 
Research, 41:4, 2017. p.544. 
189 Aalbers, Manuel B. “The Variegated Financialization of Housing.” International Journal of Urban and Regional 
Research, 41:4, 2017. p.551. 
190 Association for Neighborhood and Housing Development (ANHD). “The $20,000 stove: How Fraudulent Rent 
Increases Undermine New York’s Affordable Housing.” ANHD, 2009. Retrieved from https://anhd.org/wp-
content/uploads/2011/07/The-20000-Stove-Report-FINAL.pdf 



 42 

are typically individuals or limited partnerships in many cities,191 corporations and financial 

entities are starting to get involved in the acquisition of “naturally occurring affordable housing.” 

 A report written in 2015 by Stockton Williams, Executive Director of the Urban Land 

Institute’s Terwilliger Center for Housing, titled Preserving Multifamily Workforce and 

Affordable Housing describes three emergent approaches to preserving affordable multifamily 

housing stock across the United States. Using case studies to illustrate the mechanics of 

preservation in different markets and geographic locations, the report identifies three distinct 

“new” financing approaches, including: 

  (a) the use of below-market debt funds through which “entities established by 

partnerships of private, public and philanthropic organizations provide affordable housing 

developers with low-cost loans, paying below-market interest rates to their senior lenders; 

  (b) private equity vehicles, through which “real estate investment entities use private 

capital to acquire and rehabilitate multifamily workforce and affordable housing properties, 

delivering a range of returns to equity investors”; and 

 (c) real estate investment trusts (REITs), by which a longstanding mechanism for raising 

capital for other product types is used expressly to develop and preserve affordable rental units, 

generating a range of returns.”192 

 Setting aside (a) and (c), this report focuses on the second approach (b) which involves 

the acquisition of “naturally occurring” affordable properties and is facilitated by the “ability to 

act at market speed” and the “sheer scale of the capital involved.”193 The ULI report notes that 

potential limitations of this model are “varying degrees of commitment to long-term 

affordability” and less transparency in structure and returns.194 The report further notes that 

potential sources of capital to fund these vehicles are financial institutions, pension funds, 
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university endowments, high-net-worth individuals, and foundations.195 Importantly, the report 

states that these vehicles can rely on cash-on-cash returns to investors from 6 percent to 12 

percent.196 

 The report highlights a number of funds that are using this model, and notes that they are 

typically maintaining the properties as affordable for households making between 80 to 100 

percent of AMI.197 These models have been targeting Class B and Class C properties because 

household incomes are projected to keep growing, which enable current landlords of B and C 

properties – both those that have previously been income restricted and those that have not – to 

raise rents and put pressure on already low vacancy rates.198 The entities highlighted in the report 

can act as developer and owner, may “joint-venture” with other developers, or upon sale of the 

property “attempt” to line up new owners that are committed to similar goals.199 

 The report provides concise case studies of numerous entities that are pursuing this 

strategy, including Avanath Capital Management, the Enterprise Multifamily Opportunity Fund, 

the PNC Affordable Rental Housing Preservation Fund 1 LLC, the Jonathan Rose Affordable 

Housing Preservation Fund LLC, the Turner Multifamily Impact Fund, and the Urban Strategy 

America Fund.200 These organizations practice a broad array of investment strategies with 

different capitalization amounts, expectations for returns, and geographical foci. The diversity of 

approaches displayed by these funds is presented in a Figure 17 below: 
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Figure 17: Array of “Naturally Occurring” Affordable Housing Investment Strategies Practiced by Private Equity 
Funds 
  

Geography Capitalization Impact Returns Partners/Additional Information 

Avanath 
Capital 
Management 

National, 
with 1/3 in 
California 

Three funds 
totaling $637 
million201 

32 properties 
as of 2015 

Expectation 
of 6 to 10 
percent cash 
on cash 
returns 

Not specified 

Enterprise 
Multifamily 
Opportunity 
Fund 

National $35 million Made 
investments 
totaling $15 
million as of 
2015 and 
acquired 
more than 
1,300 units 

10 percent 
cash on cash 
returns 

Requires long term affordability; 
often expects “modest rent growth”; 
leverages traditional debt at the 
property level and provides up to 90 
percent of the required equity 
financing for up to seven years. 

PNC 
Affordable 
Rental 
Housing 
Preservation 
Fund 1 LLC 

National $250 million Anticipated 
closing on 5-
7 
multifamily 
properties by 
the end of 
2015 

Not 
disclosed 

Fund envisions a three-to-five year 
“hold period,” after which the 
properties will be recapitalized and 
redeveloped using LIHTCs. 

Rose 
Affordable 
Multifamily 
Opportunity 
Fund 

Boston area, 
Connecticut, 
D.C., Seattle, 
Chicago 

$51.6 million Anticipated 
acquiring a 
total of 1,700 
units 

Not 
disclosed 

The fund plans to “green” the assets 
through high-impact and low-cost 
energy retrofits 

Turner 
Multifamily 
Impact Fund 

National $1 billion 
target 

Target is 
10,000 units 

10 to 12 
percent cash 
on cash 
returns 

The fund will be used for 
households earning up to 80 percent 
of the AMI in urban communities 
throughout the country; the fund 
also provides services related to 
education, health care, employment 
assistance, and security. Investors in 
the fund include Citi Community 
Capital, the University of Michigan 
endowment, and the Rockefeller 
Brothers Fund. 202 
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Urban 
Strategy 
America 
Fund 

East Coast $190 million Had 
developed 
1,219 
residential 
units by the 
end of 2015 

12 percent 
cash on cash 
returns 

The fund explicitly aims to socially 
and economically enhance urban 
areas, improve environmental 
conditions, and provide a 
“competitive rate of return”; the 
fund partners with local institutions, 
including CDCs (Community 
Development Corporations). The 
CDC provides some wraparound 
services and in exchange is awarded 
a share of the developer fee as well 
as a share of the revenue after the 
fund reaches an approximately 12 
percent overall return on 
investment. 

 

The Perspective of Investors 

In a piece written for Multifamily Executive magazine, John R. Williams, the President 

and Chief Investment Officer of Avanath Capital Management, provides insight into the 

rationale behind the entrance of investment entities into the “workforce housing” market. Part of 

the rationale, Williams argues, comes down to expanding market share: “Why only target 15 

percent of today’s U.S. renters when you can aim for 72 percent? According to a 2017 U.S. 

Census Bureau report, over 58 percent of renters earn less than $50,000 a year, with the average 

household income coming in around $57,000 annually. This means that affordable and 

workforce housing investments truly cater to the majority of Americans[...] Avanath serves 

households that make $30,000 to $70,000 a year, which, based on the same survey, represent 

over 72 percent of renters in the country.”203  

Williams further notes that a majority of multifamily investors still concentrate on market 

products targeting renters who make over $100,000 a year, which only accounts for less than 15 

percent of the renter base in the United States.204 As a report from Equilibrium Capital states, an 

institutional opportunity lies in the fact that the investors in this market are still primarily 

“impact- and long-term oriented,” and these investments are preferable to market rate investment 

203 Williams, John R. “Why Private and Institutional Investment Is the Future of Affordable Housing Preservation.” 
Multifamily Executive, 3.07.2018. Retrieved from http://www.multifamilyexecutive.com/business-finance/why-
private-and-institutional-investment-is-the-future-of-affordable-housing-preservation_o 
204 Williams, John R. “Why Private and Institutional Investment Is the Future of Affordable Housing Preservation.” 
Multifamily Executive, 3.07.2018. Retrieved from http://www.multifamilyexecutive.com/business-finance/why-
private-and-institutional-investment-is-the-future-of-affordable-housing-preservation_o 
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because “new development with market rate units is risky at this point in the cycle.”205 It is also 

important to note – on a national level – the “reasonable” rates of return for multifamily 

properties. The National Council of Real Estate Investment Fiduciaries recently found that net 

operating income for investment-grade multifamily properties grew 3.4 percent annually as of 

the first quarter of 2018—down from a high of more than 10 percent in 2015. Additionally, the 

annual rate of return on rental property investments, which also exceeded 10 percent from 2010 

to 2015, slid in 2016–2017 to settle at 6.4 percent in early 2018.206 Thus, the returns gleaned 

from “workforce housing” are on par with average returns nationally. 

 The Equilibrium report also states that over 80 percent of newly-developed units in the 

largest U.S. metropolitan areas target the luxury market.207 In a separate article in Pensions and 

Investments magazine in October of 2017, Arleen Jacobius details the rapid spread of this new 

model of investing. Peter Rogers, an investment consultant at Willis Towers Watson PLC, told 

Jacobius that the term “workforce housing” has “become somewhat of an industry buzzword.”208 

Jacobius notes that some managers’ definition of the term can extend up to households earning 

150 percent of AMI. Jacobius details some interesting “joint ventures” in the industry, 

highlighting a partnership between Allstate Corporation and TruAmerica Multifamily for 7,600 

units of workforce apartments, and a $90 million investment in an apartment complex in 

Escondido, California.  This partnership has resulted in the acquisition of close to 70 multifamily 

properties in 10 different markets, although more information is not given.209 TruAmerica, itself 

a “joint venture” between the Guardian Life Insurance Company and Robert E. Hart, 

TruAmerica’s CEO, invests in mostly “Class B real estate.” According to Hart, Class B 
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206 Joint Center for Housing Studies of Harvard University. State of the Nation’s Housing 2018. Retrieved from 
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multifamily properties are “almost recession-proof,” and yield steady returns even in a financial 

crisis.210  

 The article provides insight into some of the other investment partnerships that have 

arisen as well, including between the New York State Common Retirement Fund and New York-

based Community Preservation Corporation, a non-profit affordable housing and community 

revitalization company, which will cater to low and moderate-income families; the California 

State Teachers’ Retirement System and Belay Investment Group, which plans to build up to 

$269 million in multifamily properties for workforce housing for middle-income renters; and 

between LEM Capital LP, the Pennsylvania Public School Employees’ Retirement System, and 

the Philadelphia Board of Pensions and Retirement for $300 million dollars.211 

 Williams argues that “investors are increasingly finding that affordable assets can provide 

risk-adjusted returns that consistently exceed the performance of market-rate product.”212 

Williams refers to affordable and “workforce” properties as “almost always recession-proof, with 

demand actually increasing during economic downturns.”213 A recent report from Equilibrium 

Capital corroborates this claim, stating that in contrast to other market sectors, “the affordable 

housing sector is not cyclical and continues to see robust demand.”214  

 Moreover, because of the severe need for and lack of affordable housing stock across the 

country, Williams states that “affordable communities have measurably high occupancies and 

low turnover, which increases a property’s net operating income.”215 Williams illustrates this 

point by providing Avanath’s Castelar Apartments as an example, which had a waiting list of 
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over 600 people in 2017. Williams notes that there is an extreme demand for affordable housing, 

and owners of affordable housing generally do not have to spend as much on marketing and 

other costs associated with apartment turnover, which can “significantly diminish investor 

returns.”216 According to Williams, the average market-rate multifamily community has an 

average turnover rate of 50 percent, whereas affordable portfolios consistently maintain 

occupancy rates of 98 percent or higher, which ensures that a property’s net operating income is 

high and that “investors see strong ROIs (returns on investment).”217 The Equilibrium report 

crucially notes that the “workforce stock will grow as tax credits expire.”218 

 In the article, Williams briefly describes the social impacts of this kind of “social 

investing.” Williams suggests that clients increasingly demand positive social impact from their 

investments, and that the affordable housing space “enables [investors] to align their values with 

profits without sacrificing one for the other.”219 Jacobius’ piece notes that real estate investors 

are also investing in debt in this sector, due to the participation of many states and municipalities 

in providing “support for affordable housing.” California, for instance, offers tax credits and 

bond guarantees that make investing in workforce housing easier; one such example of the kind 

of debt investment that occurs in this sector is a partnership between US Capital Partners and San 

Francisco real estate firm New Cities Investment Partners LLC in its financing of a $110 million 

mixed-use real estate project in Hayward, California (27 miles from San Francisco). 220 This 

project “included” affordable housing.221 
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Chapter 7: Affordable Central Texas and other Case Studies 

 Many of these funds are still in the early stages of operation, and very few public, easily-

accessible reports exist detailing their successes or failures. The majority of the currently 

available metrics seem to be amounts of units acquired or level of expenditures, which is more 

helpful from an investment perspective than from a policymaking perspective. With that caveat, 

there have been some reports detailing the impact of the early operations of these funds.  

 Mercy Housing, a national non-profit affordable housing organization, participated in 

“naturally occurring” affordable housing preservation to add balance to their portfolio (which is 

heavily dependent on LIHTC and government programs in an unstable political environment), 

and used two grants totaling $3.5 million from JP Morgan Chase to invest in this asset class and 

leverage other capital.222 Over two years, Mercy Housing reviewed 123 properties provided 

through brokers. This process resulted in 65 offers with 32 best and final offers. These bids 

resulted in 3 acquisitions, and an additional 5 properties were acquired through “direct purchaser 

relationships.”223  

 After this process, Mercy Housing chose to exit this sector to reassess conflicting goals 

between property operations, asset management, and development. They observed that the 

market analysis and assumptions therein require a “different understanding of the prospective 

tenant base.”224 Mercy Housing identified their participation in this market as difficult because 

non-profits can be easily priced out of the market and the process requires incredibly fast due 

diligence. Moreover, the acquisitions require minimal renovation ($5,000 to $15,000 per units) 

but it is hard to reconcile “what is not getting done.” Furthermore, the underwriting assumptions 

require “uncomfortable market risk,” and non-profit governance does not allow for risk-taking in 

the same manner as an investor-driven capital fund.225 

 In its experiences in the sector, Mercy learned that the successful transactions are coming 

from known and/or socially motivated sellers; that “right priced” equity ideally means not more 
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than a 3 percent investor return, which takes longer to meet the financial targets, but “the returns 

do get there”; the property management practices are fundamentally different from a 100 percent 

restricted affordable portfolio; and the approach requires a detailed understanding of the current 

tenant base – for instance, the real occupancy rate and number of over-occupied units.226 

 The Washington, D.C. Preservation Strike Force – a public-private fund dedicated to 

preserving affordable housing – also has reported on their experience in preserving “naturally 

occurring” affordable housing. Convened in September of 2015, the 18-member group was 

charged with recommending to Mayor Muriel E. Bowser an action plan to preserve the District’s 

existing affordable housing with special attention to restrictive covenants set to expire in 2020.227 

The group was also charged with strategizing around the preservation of “naturally occurring” 

affordable units.228 During the course of their deliberations, Stockton Williams of the Urban 

Land Institute’s Terwilliger Center gave a presentation highlighting the various approaches to 

“workforce housing” preservation, including the use of private equity vehicles.229 

 The group was comprised of three units – the Finance unit, the Operations unit, and the 

Policy unit. The Finance unit was charged with developing recommendations for a multi-year 

plan to fund affordable housing preservation using both public and private resources. The 

Finance and Operations units each forwarded four recommendations to be considered by the 

Policy unit, which included all members of the convened group.230 The Finance unit 

recommended (a) developing and funding a small rental building loan program, (b) creating a 

public/private fund dedicated to preserving affordable housing, (c) providing tax incentives for 
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preserving affordable rental housing such as tax abatements or credits, and (d) developing a 

“linkage program” where both commercial and residential developers make mandatory 

contributions into a fund to benefit affordable housing, including its preservation.231  

 Among many other recommendations, the strike force recommended providing seed 

funding to a public-private preservation fund to facilitate early investments in preservation deals 

and leverage greater amounts of private capital to preserve affordable housing.232 This goal was 

fulfilled when the D.C. Department of Housing and Community Development established a $10 

million public-private fund dedicated to preserving affordable housing in the fall of 2017.233 D.C. 

followed in the footsteps of New York City, Los Angeles, Denver, Seattle, and San Francisco, all 

cities that started funds with an initial government investment that was then used to leverage 

private investment.234 The city hired Ana Lopez Van Balen as its first Affordable Housing 

Preservation Officer, partially tasked with managing the fund’s operations,235 and Capital Impact 

Partners and Local Initiatives Support Corporation-DC (LISC) to manage the fund, both non-

profit Community Development Financial Institutions (CDFIs).236  

 The two entities were selected from responses to a solicitation from the City seeking 

potential managers with the following qualifications: (a) substantial records of affordable 

housing and community development lending nationally and/or in the District during the last five 

years, (b) a strong record of success in lending activities, (c) access to its own private funds to 
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invest in the Fund or the solid commitment of monies to create the fund, (d) the ability to 

proceed with implementing the fund, and (e) a substantial record of providing technical 

assistance and pre-development loans to developers.237 

 One of the most notable components of this structure is that the City is putting “skin in 

the game,” and partnering with private entities to intervene in the “naturally occurring” sector. 

Partnering with private developers by putting in an actual equity investment is characteristic of 

many of these funds. The NYC Acquisition Fund, for instance, partnered with LISC, Enterprise 

Community Partners, the Low Income Investment Fund, and the Corporation for Supportive 

Housing to offer flexible bridge loans for the purchase of vacant sites or occupied buildings, 

predevelopment, and moderate rehabilitation to developers committed to creating or preserving 

affordable housing in New York City.238 In fact, this model of preservation has been active in 

New York City since at least 2010. Citi and L + M Development Partners established a $100 

million fund to “help stem the loss” of affordable housing in low- and moderate-income New 

York City neighborhoods in 2010 and followed up with an additional $150 million fund in 

2013.239 This fund functions as a partnership with NYC’s Department of Housing Preservation 

and Housing Development Corporation.240  

 Public-private partnerships of this type are also spreading to other cities that identify a 

substantial share of middle-income renters that are cost-burdened. For instance, Chicago’s 

Mayor Rahm Emanuel has recently introduced the Opportunity Investment Fund to City Council, 

which would provide low-cost loans to purchasers of multi-family buildings in targeted areas in 

exchange for the buyer’s commitment to make at least 20 percent of the units affordable for at 

least 15 years. The affordable units could be leased to tenants making up to 50 percent of the 

area median income, which ranges from $29,600 for one person to $42,300 for a family of four. 

The program would be administered by the non-profit Community Investment Corporation, with 

funding provided by the City’s Affordable Housing Opportunity Fund, MB Financial Bank, and 
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other public and private sources.241 The initiative was developed with the cooperation of CIBC 

Bank USA, BMO Harris Bank, Byline Bank, and TCF Bank.242 Notably, it would work closely 

with the Chicago Housing Authority’s Housing Choice Voucher Program.243 

  

Case Studies 

 Because of the diversity of these funds, and the substantial differences in how they 

operate, what goals they set, and where they source their funding, this report relies on case 

studies chosen after conducting interviews with numerous fund spokespeople and managers to 

identify differences in approach and search for best practices in fund operations. Below is a 

review of four notable case studies, each of which takes a slightly different approach to acquiring 

and managing properties. The funds in these cases are focused on different geographic areas, and 

their specific strategies are tailored accordingly. 

 

NOAH Impact Fund – Greater Minnesota Housing Fund 

 The NOAH Impact Fund aims to finance the acquisition and preservation of naturally 

affordable rental housing to preserve the affordability of such units for the long term.244 The 

McKnight Foundation sponsored the initial research, development, and planning of the fund.245 

When setting up the fund, NOAH representatives interviewed individuals from Mercy Housing 

in Chicago, IL, Eden Housing in Hayward, CA, the National Housing Trust in Washington, D.C., 

Homes for America in Annapolis, MD., Adobe Housing in Fremont, CA., Hispanic Housing 

Development in Chicago, IL., MidPen Housing in Mountain Valley, CA., and the Community 
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Preservation and Development Corporation in Norfolk, VA.246 As a result of the interviews, the 

NOAH fund’s representatives used the following “best practices” to guide their acquisitions: 

• Securing lower-cost capital results in lower, more affordable rent for tenants.247 

• Due to the speed at which speculators and national investors acquire properties, it is 

essential to have the readily available capital and professional capacity to close deals 

within 60 days.248 

• NOAH requires highly engaged property management complemented with fund-level 

asset management to oversee budget conformance, leasing, and staffing, and they believe 

“robust” asset management is key to a successful portfolio.249 

• Strategic property improvements include modest upfront and ongoing repairs to address 

tenant needs and provide curb appeal to reposition property. The need for large-scale 

improvements in a potential acquisition is generally cost-prohibitive and “deleterious” to 

the success of a NOAH project.250 

• Energy-saving, green improvements may help increase cash flow by lowering operating 

costs.251 

 The fund began with a goal of building $25 million in equity and purchasing 10 to 20 

percent of the affordable buildings that come up for sale annually in the seven-county 

metropolitan area that surrounds the Twin Cities.252 It plans to preserve 1,000 units by the end of 

2018.253 In October of 2017, Aeon, a nonprofit Twin Cities affordable housing developer, the 

NOAH Impact Fund, and Enterprise Community Investment completed the first acquisition – a 

                                                
246 Greater Minnesota Housing Fund. “Best Practices.” Retrieved from https://noahimpactfund.com/impact-
investing-affordable-housing-minnesota/best-practices/ 
247 Greater Minnesota Housing Fund. “Best Practices.” Retrieved from https://noahimpactfund.com/impact-
investing-affordable-housing-minnesota/best-practices/ 
248 Greater Minnesota Housing Fund. “Best Practices.” Retrieved from https://noahimpactfund.com/impact-
investing-affordable-housing-minnesota/best-practices/ 
249 Greater Minnesota Housing Fund. “Best Practices.” Retrieved from https://noahimpactfund.com/impact-
investing-affordable-housing-minnesota/best-practices/ 
250 Greater Minnesota Housing Fund. “Best Practices.” Retrieved from https://noahimpactfund.com/impact-
investing-affordable-housing-minnesota/best-practices/ 
251 Greater Minnesota Housing Fund. “Best Practices.” Retrieved from https://noahimpactfund.com/impact-
investing-affordable-housing-minnesota/best-practices/ 
252 Nelson, Emma. “Twin Cities group creates $25 million fund to preserve affordable housing.” The Star Tribune, 
10.2.2016. Retrieved from http://www.startribune.com/group-creates-25m-fund-to-preserve-affordable-
housing/395568751/ 
253 Melo, Frederick. “Affordable housing developer buys 118 apartments in Little Canada.” Twin Cities Pioneer 
Press, 6.12.2018. Retrieved from https://www.twincities.com/2018/06/15/affordable-housing-developer-buys-118-
apartments-in-little-canada/ 



 55 

purchase of 768 apartment homes across 10 properties.254 While the AMI levels for that 

particular purchase are not publicized, the fund facilitated an additional purchase of 118 

apartments – also through a partnership with Aeon – and will preserve them for households at or 

below 60 percent of AMI.255 

 Rachel Robinson, the Fund Manager for NOAH, argues that part of the justification for 

the fund’s operations was the steady lack of supply for all rental types in the Twin Cities housing 

market.256 Since the recession, there has been a boom in tax credit housing and luxury housing, 

but because the median income is upwards of $90,000, the workforce is not being served well by 

the new supply that is being created in this area.257 Rachel explains that rent for a standard 2-

bedroom, 2-bathroom apartment in the Twin Cities area can be “well over $2,000 a month,” and 

$1,200 per month is considered affordable.258 While the Twin Cities area has many for profit and 

non-profit developers that use tax credits, the tax credit equity allocated to the area (based on 

population) is not enough to build the kind of supply for low-income households that the market 

demands.259 NOAH’s rationale behind the fund is to use “true equity” that acts like private 

money but is lower cost and much more patient.260 For Robinson, this approach takes pressure 

off the properties to get returns from equity.261 

 NOAH pursues projects that cater to households earning a broad range of incomes, 

including those earning less than 30 percent of the Area Median Income. The below chart details 

the required rent expectations that the fund has of their properties. 
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Figure 18: NOAH Acquisition Cost, Rents, and Affordability.262 

 Robinson gave important insight into the characteristics of the workforce housing stock 

in the Twin Cities, and its relatively decent physical shape. The types of Class B and C 

properties that the fund is targeting include many garden level and duplex units with very simple 

construction styles.263 The properties often have brick exteriors, balconies, and were built in the 

1960s and 1970s. The fund has the opportunity to acquire these types of properties, which need 

only minimal updating as a result of their initial resilient construction.264 The low cost of updates 

is part of the reason they are able to achieve low rent levels in their “preserved” properties. 

 Another reason is local investors. Robinson highlights the fact that the fund has raised 

over half of their equity from local community banks that were eager to invest.265 The fund has 

also received support from numerous public agencies and philanthropic sources. They have made 

loans through a structured pool, in which the fund “blends capital together” and pays returns to 

the participants in a structured stack in which banks often have the higher (senior) position.266 

Robinson explained that many local banks that support the effort and provide funding believe 
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that this is a stable investment that can also help their clientele (which includes moderate income 

families).267 

 The fund wanted to obtain the lowest cost possible, and aimed for a 6.5 percent return on 

investment from the properties.268 Robinson notes that some non-profits may be able to work 

with just 3 percent, but because the NOAH fund is paying returns to a host of upper tier 

investors, they have a lot of costs.269 The fund worked hard to get the “aggressively low” return 

rate of 6.5 percent, and Robinson speculates that working with locally interested parties enabled 

them to succeed.270 The fund originally planned to do 10 properties with about 100 units each, 

but Robinson acknowledged that the fund is not set up well for large complexes.271 

 In terms of the criteria the fund uses to choose properties, and whether they will use 

strategic locations as a guide, Robinson says that there has been a lot of healthy academic debate 

about the topic.272 On one hand, the model is opportunistic; they have to take what they can get 

to some extent. However they are also targeting properties in areas that look like they actually 

will rapidly go up in price without intervention and thus become unaffordable for the households 

they currently serve.273 They are aiming to acquire buildings that are the “last hold-outs” in their 

community, and have so far purchased properties primarily in the suburbs.274 In choosing the 

properties, Robinson works closely with city staff, and strives to obtain properties that are in 

“opportunity areas.”275 

 Robinson also provided insight into the fund’s relationship to the real estate community 

in the area, describing how the fund crucially relies on developers to bring deals to their 

attention.276 The organizations use the same consultants and service providers to figure out the 

needs and the relative affordability of the market.277 Robinson believes that some of the more 

national funds can get more creative, and can capitalize in a way that factors in more 

conventional financing. Robinson says that the fund, for instance, cannot work with debt 
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financing.278 Some funds also plan to buy sites and build some luxury units.279 Robinson notes 

that NOAH acquisitions have virtually “no upside” for anybody, because it is a very long way 

out in the future when the investments and debt are repaid. Moreover, there are no real returns 

for the non-profits.280 

 Robinson notes that many adjacent cities and suburbs are creating companion programs, 

and the participation of local governments help the projects become eligible for tax abatements. 

She describes how the City of Minneapolis Companion Program, an administrative program, can 

provide up to $25,000 per unit.281 Robinson notes that all for-profit developers that NOAH works 

with on this initiative are required to accept Section 8 vouchers.282 

 

Enterprise Community Partners 

 In pursuit of the same Class B and C “workforce” market, Enterprise Community 

Partners developed a “conventional equity product” to finance the acquisition and preservation of 

existing and workforce rental housing communities by “responsible operators.”283 This product 

can be used to acquire already affordable or unrestricted “B” and “C” class apartment 

communities (multifamily apartments) on a joint venture basis with local real estate operators.284 

In contrast to the NOAH Impact Fund, the majority of the acquisition cost of complexes under 

this program will be financed by conventional debt, and the fund will provide 80 to 90 percent of 

the resulting equity gap.285 Under this program, Enterprise can make investments between $1 

million and $5 million.286 In order to be eligible, the developers (who must have “substantial 

prior experience and a demonstrated track record of successfully owning and operating 

multifamily properties”) can pursue existing multifamily residential rental properties with 100 or 

more units, a minimum occupancy rate of 80 percent, and a projected debt coverage ratio of at 
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least 1.30.287 Projects may be restricted affordable housing, such as LIHTC or Section 8, or 

unrestricted “naturally affordable” workforce housing.288 Projects will “generally” have rents for 

at least 50 percent of their units maintained at levels which make them affordable to households 

at or less than 80 percent of the area median income.289 

 The program aims to preserve existing affordable and workforce housing properties for 

long-term stewardship and affordability and promote resident success through social services.290 

The ownership structure of the properties is such that Enterprise purchases the property with the 

“sponsor” on a joint venture basis and subjects the sponsor to an operating agreement, which 

delineates the roles and responsibilities of the administrative member (an affiliate of the sponsor) 

and Enterprise.291 The sponsor is responsible for investing a minimum of 10 to 20 percent of the 

total equity that is required, and the balance is provided by Enterprise. The projects are financed 

primarily by permanent debt programs such as FHA, Fannie Mae, and Freddie Mac. These loans 

are secured by the property and will be on terms and in amounts “acceptable to Enterprise.”292 

 In contrast to the NOAH Impact Fund, the terms of investment are relatively short – 

Enterprise plans to be involved in projects for 5 to 7 years, although they consider longer periods 

on a case by case basis.293 The returns gleaned from the investment will be distributed 
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“according to ownership interests until the preferred return has been achieved,” and the sponsor 

is thereafter entitled to a “priority distribution” of 10 to 30 percent of the return based on “return 

hurdles achieved.”294 Enterprise’s original capital contribution will be returned upon sale or 

refinancing and any surplus proceeds will be distributed between the sponsor and Enterprise 

based on the resulting internal rate of return.295  

 Nana Akowuah, an Investment Analyst at Enterprise Community Partners, clarified the 

specific operations of Enterprise’s program. Akowuah works out of Enterprise’s “creative 

capital” group, which is a think-tank of sorts that creates pilot programs that address the needs 

they see arising “on the ground.”296 Akowuah explained that Enterprise’s conventional equity 

products are distinctive because they use this capital to invest in both properties that are under 

LIHTC restrictions or other affordability restrictions and properties that are “naturally occurring” 

affordable housing. In some cases, they honor the rent levels that come with a property when 

they purchase it, and in other cases they voluntarily apply rent restrictions as part of their 

business model. 297 

 Akowuah explained that Enterprise is “agnostic” when it comes to geographical 

selection.298 They look for deals that pencil out, and pay particular attention to localized 

programs that provide grant money or tax abatements.299 They partner with investors that expect 

internal rates of return from 10 to 12 percent, and they look for deals anywhere in the country 

that help them get to those returns.300 Many of these properties have not been in “first-tier” 

markets.301 The properties have been throughout the Midwest, in Texas – including in Austin – 

and locations in Florida and the Pacific Northwest.302 The properties have been in a cross-section 
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of “secondary markets.”303 Part of facilitating these deals requires establishing relationships with 

partners that know their markets really well; the geography, in large part, depends on the partners 

that are available to facilitate the joint venture.304 In many cases, the partners have been investing 

in LIHTC properties already, and none of them are brand new to affordable housing investment 

and acquisition.305 

 Akowuah explains that the default investment term is 7 years, and only in rare cases will 

extend to 8 or 9 years.306 Akowuah notes that 10 years is the absolute maximum investment term. 

After this term, they plan to sell the property. Enterprise has in very rare cases committed to 

deals that were just 15 months to 2 years.307  

 Part of the developer’s rationale, Akowuah believes, is that they want to bridge two 

separate LIHTC syndications.308 Enterprise is interested in long-term affordability, and they do 

“as much as possible” to make sure the rent restrictions stay in place after the point of sale.309 

They pursue this goal by partnering with mission-aligned developers, and specifically developers 

who want to be long-term owners of the property. In other cases, their first priority is to get the 

deal in front of a third party, preferably a non-profit entity.310 

 Akowuah believes that sponsors are attracted to this investment model because they 

know they will start earning a return quickly, as a result of the property already being a fully 

operating building.311 Moreover, the preservation strategy offers “more diversity and stability” 

and they can get a reliable, reasonable return on a yearly basis.312 The fund is currently at around 

$200 million, and they are hoping to reach $1 billion of investment by the 10 year mark.313 

Because the real estate market is not doing enough to provide units for the “workforce,” 

Akowuah believes that this amount will grow, and that the strategy will increase rapidly once 

investor confidence grows stronger. She has observed how the ramp-up period, during which 
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investors were skeptical, is now dissipating; there are now a greater variety of investors that are 

willing to consider this strategy, which in her estimation is really less than 10 years old.314 

 

San Francisco Housing Accelerator Fund 

 In an op-ed for Next City, San Francisco Housing Accelerator Fund Executive Director 

Rebecca Foster explains the rationale for creating the fund. For roughly 75 percent of San 

Francisco residents, Foster notes, rent is unaffordable.315 Foster argues that in order to keep 

teachers, artists, bus drivers, police officers, nonprofit workers, and families as residents, 

affordable housing construction requires the substantial investment of the public sector.316 

However, she notes, accessing government money can be bureaucratic and slow, and new 

solutions are needed to intervene in the housing market in a nimble way.317 Citing the variety of 

public funding sources in California for affordable housing initiatives, Foster argues that funds 

like the SFHAF are situated to best leverage this money.318 Foster argues that two types of 

capital are critical for housing development: acquisition capital, which can buy land or buildings, 

and permanent capital, which subsidizes long-term costs of the housing and ensures affordability 

into the future.319 Organizations like SFHAF can “bridge this gap,” and take advantage of the 

“efficiency” of the private sector, while also “ensuring the absolutely necessary collaboration 

with the public sector.320 

 The fund is a nonprofit that acts as a financial intermediary that “creates efficiencies” by 

combining capital from a variety of sources – public, private, and philanthropic – into a single 

independent pool of capital.321 The fund was incubated within the Mayor’s Office of Housing 
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and Community Development, and the SFHAF continues to coordinate closely with the city.322 

However, Foster argues that the fund, because of its semi-autonomous status, is able to move 

with the “agility of a startup.”323 In April of 2017, the fund closed on its first round of capital, 

including $20 million from Citibank, $10 million from the City of San Francisco, and $6.5 

million in philanthropic capital from Dignity Health, the San Francisco Foundation, and the 

Hewlett Foundation.324 The fund aims to spur the production or preservation of over 1,500 

homes in the first 5 years of operations.325 As of January of 2018, the fund had made 5 loans and 

“preserved or accelerated” over 200 units of affordable housing.326 This housing included 39 

units that were acquired, rehabbed, and permanently preserved, 2 accessory dwelling units added 

to preserved properties, and 175 units of new construction.327 The median household income 

served by their current portfolio hovers at just under 80 percent of AMI.328  As an open-ended 

fund, they do not have a hard ceiling of what capital they will raise, however they anticipate 

making roughly one loan per quarter and might capitalize to around $45 to 65 million.329 

However, these numbers are in flux. 

 Abby Murray, the Loan and Portfolio Associate at SFHAF, explained that in San 

Francisco, any type of housing that is not luxury housing is challenging to build, both due to the 

cost of development, regulatory delay, and the cost of developable land.330 Murray notes that 

while SFHAF is very cognizant of AMI levels, as of March 2018 they had not yet targeted any 

specific types of workers or “critical workforce” contingents.331 Murray noted, however, that 

they have discussed the need for teacher housing.332 The fund plans to target some lower income 
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households that make under 80 percent of AMI, while also targeting the section of the renter 

market that makes between 80 and 120 percent.333  

 The fund’s first 5 loans, which all took advantage of San Francisco’s Small Sites 

Program, operate units at around 80 percent of area median income.334 Launched in 2014, the 

Small Sites program offers nonprofits funding to buy small rental properties with fewer than 25 

units.335 For the Small Sites Program, they act as a bridge and acquisition lender that makes loans 

to developers to purchase and do an initial rehabilitation of a property. These sites are under 25 

units, many of which have been under rent control.336 The fund tries to specifically target 

households that are at risk of eviction.337  

 The fund’s capital structure follows a three-tiered model. On the bottom of the “stack,” 

they have “subordinate” debt that is from the City (loaned at 0 percent rate), in the middle they 

have funding from mission-oriented investors who are taking a below market return, and at the 

top they have more high net-worth individuals.338 They are actively trying to attract more 

mezzanine-level, mission-driven investors because it keeps the overall capital cheaper, and the 

bank capital that they attract (senior capital) is where they are really paying interest.339 Murray 

notes that Citibank is “senior secured” capital, more or less a revolving credit line at the bank, 

and Citi has recourse to their balance sheet.340 A diagram of SFHAF’s “capital stack” is provided 

in Figure 19 in the Appendix. 

 In contrast to Enterprise, they do not plan on getting involved in selling properties at any 

time, although they have talked about whether it would make sense for them to get involved as a 

land banker until they could attract a partner that could build affordable housing on the land.341 

Instead, when they make bridge loans to non-profit developers, the idea is for the developer to be 

a long-term property manager and keep the building permanently affordable.342 Murray notes 

                                                
333 Murray, Abby. Personal Interview. 3.14.2018. 
334 Murray, Abby. Personal Interview. 3.14.2018. 
335 Sabatini, Joshua. “Small Sites program a major asset to SF housing.” 3.25.2018. Retrieved from 
http://www.sfexaminer.com/small-sites-program-major-asset-sf-housing/ 
336 Murray, Abby. Personal Interview. 3.14.2018. 
337 Murray, Abby. Personal Interview. 3.14.2018. 
338 Murray, Abby. Personal Interview. 3.14.2018. 
339 Murray, Abby. Personal Interview. 3.14.2018. 
340 Murray, Abby. Personal Interview. 3.14.2018. 
341 Murray, Abby. Personal Interview. 3.14.2018. 
342 Murray, Abby. Personal Interview. 3.14.2018. 



 65 

that usually these developers are just breaking even.343 The investors make debt investments; 

SFHAF has a locked in rate of return and they pay very low interest. To pay this, they charge 

their borrowers a little more than what they pay their capital providers.344 

 Murray identifies the operations of SFHAF as primarily mission-driven. They are focused 

on solving the regional housing crisis and finding partner organizations who are also committed 

to addressing the housing crisis. Murray notes that it can be challenging to attract some 

philanthropic capital because they are often more interested in broader, more systemic 

solutions.345 

 SFHAF plans to establish more of a framework for evaluation opportunities and defining 

the geographic areas of interest. They have mostly been working with the Small Sites program, 

but they would like to be more proactive and target locations where they can keep people from 

being displaced. The fund plans to expand its partnerships, and one current example is its 

partnership with Tipping Point Communities to serve as home for the program’s Homes for the 

Homeless Fund.346 

 

Affordable Central Texas 

 Preserving affordable housing in Austin, whether “naturally occurring” or subsidized, has 

been a policy concern in Austin since at least 2007 when a University of Texas School of Law 

Community Development Clinic released a report titled “Preserving Austin’s Multifamily Rental 

Housing: A Toolkit.” This report was developed as a result of the then-impending loss of a 

significant number of affordable properties in central Austin.347 In April 2008, just before the 

housing market collapse that spurred the Great Recession, the City of Austin Neighborhood 

Housing and Community Development Office issued a report titled “Preserving Affordable 

Housing in Austin, A Platform for Action.”348 In June of 2012, City Council adopted the Imagine 

Austin Comprehensive Plan, which envisions diverse housing stock in all parts of Austin to 
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ensure a range of housing affordability and transportation options, and in May 2013, City 

Council passed Resolution No. 20130509-031, which distinguished the importance of existing 

affordable multifamily housing stock and the need to preserve it.349  

 Building on this work, the Austin Housing Finance Corporation contracted with 

HousingWorks Austin to develop a comprehensive housing preservation strategy. For this effort, 

the organization also partnered with University of Texas Community and Regional Planning 

Professor Elizabeth Mueller, who received a HUD Sustainable Housing and Communities grant 

for her Green and Inclusive Corridors project.350 The resulting report, titled “Taking Action: 

Preservation of Affordable Housing in the City of Austin,” recommended developing a 

Preservation Strike Fund that can focus on acquiring housing that is “transit-oriented, located in 

high opportunity areas, [and] located in areas that are at risk of gentrification and displacement” 

in order to preserve it as affordable.351 The report, recalling a recommendation made in a 

separate 2009 report titled “Building and Retaining an Affordable Austin” to establish a “quasi-

governmental Workforce Housing Development Corporation,” envisions a fund with capital 

gleaned from a mix of both public and private sources to create a “permanent preservation 

portfolio.”352  

 The report suggested the fund be modeled on the Denver TOD Fund, which uses a 

blended capital stack from various sources. Launched in 2010, the Denver TOD Fund is the 

result of a partnership between government, quasi-governmental entities, banks, nonprofits, and 

various foundations. A component of the fund’s operations involves the creation or preservation 

of at least 1,000 affordable homes along transit corridors in Denver.353 Enterprise Community 

Partners helped to create the necessary partnerships and capital stack, which included $15 

million in “blended” equity for the previously mentioned sources. As of 2014, all of the $15 

million had been used to create or preserve more than 600 units, and the fund had plans to attract 
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an additional $24 million to replenish its stack. The Denver TOD Fund’s initial capital stack is 

provided as Figure 20 in the Appendix. 

 The report recommended that the City of Austin create a “publicly incentivized lower-

cost capital stack” for the acquisition of properties to preserve 20,000 units over 20 years, 

targeting approximately one third of the 66,274 affordable multifamily housing units in Austin 

(as of 2014).354 The report further envisioned the strike fund to serve individuals from 30 percent 

to 100 percent of the median family income, with at least half of its units catered to under 60 

percent of MFI.355 The report also envisions that the properties could be tied to subsidy programs 

that promote long-term affordability (such as LIHTC), or have their debt service reduced through 

refinancing.356 

 Partially focusing on HousingWorks’ preservation strategy for Austin, a panel convened 

by the Urban Land Institute in Austin in 2015 identified social investing as part of a toolkit to 

introduce more “workforce housing” into the market. The panel discussed how the banking of 

publicly owned land for income-restricted housing had previously fallen short on expectations 

because public owners are “short on cash themselves” and require “the return provided by 

market-rate buyers.357 They noted that an “evolution” of the social investing approach could 

involve developing a land conservancy that could acquire both public and private land that could 

be prioritized for buyers that are not high-income.358 The panel further noted that this approach 

could potentially include the development of a “strike fund” that would allow for the “quick 

intervention” of the conservancy and its housing partners to acquire properties when they 

become available.359  
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 Discussions surrounding “workforce housing” preservation were extended at an 

interdisciplinary community investment workshop in Austin in March of 2015 on the topic of 

“capital absorption,” which refers to the ability of places to attract and deploy capital in support 

of low and moderate income communities.360 Representatives from a cross section of Austin’s 

public and private sectors involved in economic development, public health, environmental 

preservation and remediation, transit advocacy, affordable housing, and banking all joined 

together to discuss community investment.  

 One of the key challenges that the group sought to address was the issue of preserving 

“market affordable” housing; between 2012 and 2014, Austin lost more than 7,000 of market 

affordable units due to redevelopment and subsequent price increases.361 One of the committees 

born out of this initial meeting, comprised of individuals in the real estate investment and 

housing community in Austin, focused on the topic of finance and developed an idea for a 

“community investment fund” that would primarily target affordable housing related 

investments.362 By early 2017, this committee had coalesced into a non-profit called “Affordable 

Central Texas,” which Mayor Adler identified as a key component of the city’s policies to 

preserve workforce housing. According to Mayor Adler, a key part of the fund’s appeal was its 

autonomy: “I said we were going to join in the work being done in the community to create a 

strike fund to buy and preserve and protect some of our existing workforce housing before we 

lost it to gentrification [...] This year, I gathered a group of real estate investment and housing 

experts to create a socially responsible investment fund to preserve that portion of the workforce 

housing in our city [...] This was to be done as a market driven investment – neither subsidized 

nor philanthropic and not at taxpayer cost.”363 
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 Affordable Central Texas manages the Austin Housing Conservancy, an open-end fund 

that invests equity from high net worth individuals, foundations, banks, and institutional 

investors primarily in existing multifamily communities targeted at workforce individuals and 

families.364 The Austin Housing Conservancy plans to limit rent rate increases to Austin area 

wage growth, although the process by which this goal is pursued is still in development. The 

fund targets multifamily housing serving individuals and families earning between 60 and 120 

percent of “median income” and will preserve them as affordable. Moreover, the fund plans to 

invest in geographically diverse locations with access to transit, good schools, green food 

choices, and health care opportunities.365 ACT states that its goal is to “significantly impact the 

48,000-unit supply gap of housing affordable to Austin’s working and creative class, while 

providing economic, environmental, and social returns.366 

 According to David Steinwedell, the president and CEO of Affordable Central Texas, one 

of the main problems facing developers who would like to build new units is lengthy regulatory 

procedures, which can take years to overcome and greatly increase the cost of development.367 

Part of the impetus for this investment model is that the cost of development is prohibitive, 

luxury development is risky due to overproduction, and investors are not as interested in tax 

credit deals anymore.368 Steinwedell describes ACT as catering housing to musicians, artisans, 

artists, and individuals in the entertainment industry; one of ACT’s biggest goals is preserving 

the cultural factors of Austin by making sure that musicians and artists have a place to live.369 

Additionally, the fund will provide housing for teachers, nurses, and other members of the 

“critical workforce.”370 For Steinwedell, providing housing for teachers is an utmost concern, 

because due to housing cost – and the long commutes teachers endure as a result of finding 

housing far from their jobs or the city center – Austin schools are experiencing very high rates of 

turnover.371 Steinwedell notes that even some entry-level programmers and technology firm 

workers are cost burdened.372 High turnover rates – whether in the educational system, the 
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service industry, or tech – was identified by Steinwedell as a problem that is deleterious to the 

local economy and that workforce housing could help ameliorate.373 

 Steinwedell identifies “B” and “C” class properties in Austin as primarily multifamily 

housing that was constructed in the 1980s, 1990s, or early 2000s. Depending on availability, 

ACT would like to acquire properties at various locations throughout Austin, particularly where 

affordability is an issue or in gentrifying areas.374 They would also consider buying LIHTC (Low 

Income Housing Tax Credit) properties whose affordability restrictions are running out or 

existing LIHTC properties if they found a compelling reason to do so.375 ACT is still developing 

a scoring system to judge potential acquisitions that does not impede subjective assessment. 

Steinwedell notes that an objective geographical scoring system is hard to maintain because there 

are many factors to consider when evaluating a potential property, including walkability and 

proximity to transit, schools, and food options.376 Steinwedell explained that when ACT acquires 

a property, they may do renovations focused on preserving the property so they can maintain it 

for a long period of time. These upgrades might include energy upgrades, window replacements, 

A/C unit replacements, re-ducting, and other forms of upkeep. Some of these upgrades might be 

strategic in that they can result in lower utility use, and thus, lower energy costs.377 However, 

ACT also plans to evaluate the interiors of properties they acquire, improving interior spaces 

through taking out carpet and other décor that is costly to maintain or potentially hazardous to 

health.378 

 Steinwedell states that investors can expect returns that are 6 to 8 percent over the long-

term. He believes that higher returns require some type of subsidy, or properties that are 

appreciating rapidly.379 Steinwedell believes that the only way that any funds are getting returns 

over 10 percent is if they plan on selling the property in the short-term and factoring in the sale 

to their return metrics.380 ACT does expect that there will be some modest appreciation of the 

units they acquire, but if they do decide to sell properties, their primary goal is to further 
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affordability.381 ACT is also interested in the idea of condo conversion or creating ownership 

opportunities, but Steinwedell acknowledges that in order for that model to work, they would 

need to limit the appreciation of the units in some manner.382 Short of selling the units, 

Steinwedell notes that ACT is hoping that the tenants will stay over the long-term, partially 

because long-term tenancy helps the fund by lowering turnover costs. 

 In its early stages, ACT has primarily been attracting Austin-based investors which have 

thus far included a wide swath of high net-worth individuals. The lists of these individuals are 

not public information. Steinwedell believes that once the fund grows, they will be better situated 

to start making funding requests to foundations, banks, social impact funds, and then seek 

funding on a more national level.383 Steinwedell believes that because the returns are favorable, 

and the risk of not getting their money back and the volatility of the investment is very low, this 

model will grow rapidly and ACT will be able to attract an array of investors.384 Moreover, 

investors have the added benefit of receiving the “passed through” depreciation that they can 

personally utilize on their tax returns.385 There are few other options for similar returns with this 

extremely low level of risk; it is a uniquely favorable investment opportunity.386 

 Steinwedell believes that ACT has the potential to capitalize eventually to over $500 

million, although the initial goal for the fund is to reach that amount. In the first year, they hope 

to raise $30 million to $50 million of equity.387 Steinwedell notes that ACT is the first fund that 

is an open-end “equity only” fund,388 which means that they do not have a growth cap and do not 

use debt financing, and he sees ACT growing to contain around 50 properties and around 12,000 

units in ten years.389 Steinwedell speculates that the fund might grow to acquire upwards of 

15,000 units.390 Notably, while ACT is currently independent and does not use public money in 
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its model, Steinwedell noted that they might potentially be open to partnering with public entities 

if the policies are well structured.391 

 Frances Ferguson, a Vice President of National Real Estate Programs at NeighborWorks 

who serves as a board member of Affordable Central Texas, believes that the acquisitions made 

by ACT can be scaled up to ultimately change the housing patterns in Austin.392 Ferguson 

contends that because “no one can really stop the market,” creating a model that matches a stable 

rate of return to a safe and well-run housing product that operates below the market is an 

essential intervention in the affordability crisis in Austin.  

 Ferguson believes that there could be potential for a more intertwined relationship 

between ACT and the City to develop, although it might be optimal to have something that was 

“a little less intense than Section 8.”393 Ferguson envisions a potential Austin Community 

College scholarship fund that functioned as a housing voucher to bring down the cost of rent at a 

unit, or a partnership with the Austin Community Foundation. However, Ferguson also contends 

that shared ownership models might not be optimal because there is “nothing quite like really 

owning [the housing stock] so you do not lose it.”394 

 Regarding the goal of preserving 10,000 units over 10 years, Ferguson ties that number to 

the initial HousingWorks report, and concedes that the number was not “deeply researched.”395 

She thinks having an ambitious goal to start is optimal, and that ideally it would be better to 

acquire more units for preservation and exceed the initial goal. However, she also believes that 

ACT should avoid acquiring too many properties; the question of which units should be “off the 

market” is hard to answer, and there is not yet a target number.396 Ferguson also believes that 

doing a fund which invests debt instead of equity is a potential approach that ACT could take. 

Ferguson thinks that using debt instead of equity to acquire properties would allow them to take 

on more subordinate debt – mostly debt from mission-driven entities which is paid back after 

other “senior” debts from the largest fund contributors (i.e. banks) are paid – but that debt does 

not have the same “speed” as equity.397 Ferguson emphasizes the importance of speed in the 
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process of acquiring Class B and C properties, and argues that funds built on debt slow the 

process of acquisition down. 

 Ferguson noted that because the model is so new, and ACT had not yet made any 

acquisitions, it was too early to really distinguish best practices. She does believe, however, that 

well-run affordable housing is “all about management.” For Ferguson, while having a property 

capitalized correctly makes a huge difference, choosing the operating partner is also essential 

because operating partners fundamentally direct how the property functions for tenants.398 

Ferguson also believes that limiting staff turnover and having a stable staffing arrangement 

contributes to the stability and long-term viability of any affordable housing.399 For Ferguson, 

successful affordable housing models take time, and building best practices is a crucial step that 

does not happen overnight. However, she does believe that innovative approaches like ACT are 

crucial to support an “all of the above” approach to creating housing affordability in Austin.400 

 Mandy De Mayo, the former Director of HousingWorks Austin, now works as the 

Community Development Administrator for Austin’s Neighborhood Housing and Community 

Development Office. De Mayo believes that there was some confusion early on in the process 

that ACT was going to be a “city-led effort.”401 HousingWorks delivered a recommendation to 

City Council to preserve 10,000 units of housing over 10 years, and once they started getting into 

the details of how the strike fund would enable this, they decided that it would be much more 

efficient to have an external entity created rather than having an initiative housed within the 

City.402 The primary reason for this was speed; they believed that the City would be burdened by 

lengthy administrative processes while an external entity would be able to acquire properties 

very quickly, before they were bought by other parties and rented at the market rate.403 De Mayo 

says that ACT “is the strike fund.”404 If the city were acquiring the properties, an enormous 

amount of public input would be required, and doing that for each property would not be 

feasible, in De Mayo’s view.405 De Mayo believes that ACT has the capacity to work in 

conjunction with the City and possibly receive expedited review, or some potential tax benefits. 

                                                
398 Ferguson, Frances. Personal Interview. 3.7.2018. 
399 Ferguson, Frances. Personal Interview. 3.7.2018. 
400 Ferguson, Frances. Personal Interview. 3.7.2018. 
401 De Mayo, Mandy. Personal Interview. 3.30.2018. 
402 De Mayo, Mandy. Personal Interview. 3.30.2018. 
403 De Mayo, Mandy. Personal Interview. 3.30.2018. 
404 De Mayo, Mandy. Personal Interview. 3.30.2018. 
405 De Mayo, Mandy. Personal Interview. 3.30.2018. 



 74 

If the City were to co-own the land with ACT, De Mayo points out, the value of the land could 

be removed from the tax rolls.406 

 De Mayo points out that ACT is only one tool in the City’s preservation toolbox; for 

instance, ACT is focused on rental housing, and cannot contribute preserving low and middle-

income homeownership. A City task force focused on preservation is evaluating many other 

options, and the City is not simply hanging its preservation hopes on the acquisitions made by 

ACT.407 De Mayo also notes that – when it comes to best practices – ACT can follow the 

guidelines set in the Housing Blueprint, which distinguish the primacy of “high opportunity” 

areas, connectivity and proximity to transit, access to schools and grocery stores, and other 

criteria.408 De Mayo is certain that these values will be reflected in the revised RHDA (Rental 

Housing Development Assistance) scoring criteria to be released in October 2018.409 This “point 

system” determines which development proposals are awarded LIHTC credits by the City. De 

Mayo believes that ACT’s process of acquisition will likely be highly idiosyncratic, depending 

on the quality and location of each property under consideration.410 De Mayo also thinks that 

ACT will be willing to accept Section 8 vouchers, which would expand the amount of properties 

in Austin that willingly accept such subsidies.  

 While De Mayo acknowledges that ACT is “self-imposing” affordability and is overseen 

by its Board of Directors and not an unaffiliated party or watchdog organization, she also 

believes there is “value in having a quieter approach in order to not imbalance the housing 

market.”411 De Mayo, too, believes that an “all of the above” approach is crucial to solving 

Austin’s current housing crises.412 Thus, even though ACT is a private entity that does not as of 

yet have formal relationships with quasi-governmental entities, the City, or nonprofits, De Mayo 

believes their contributions to approaches to lower rent increases will support the “all of the 

above” preservation strategy that some argue the market in Austin requires.  

 ACT is currently in the process of making its first acquisition, a 300-unit property in 

North Austin that has proximity to schools, a hike and bike path, transit, groceries, and jobs. This 
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deal will likely close in August, and ACT is in the midst of negotiations on two additional 

properties that they would acquire by the end of 2018.413 

 

Austin’s Current “Workforce Housing” Needs 

 As of 2014, there were just under 300 Class C properties (containing 55,796 units) in the 

City of Austin.414 Using a representative sample from 785 units in 660 properties throughout 

Austin, HousingWorks Austin found that more than half of these units were affordable at or 

below 60 percent of the Median Family Income.415 While none of the units had a rental price at 

or below 30 percent of HUD’s 30 percent MFI threshold, nearly 40 percent had a rental price at 

the 80 percent MFI threshold, as demonstrated below in Figure 21.  

 
Figure 21: Distribution of Units by MFI Threshold and Unit Size.416 

 It is also important to note that the Median Family Income for the City of Austin was 

$77,755 in 2016, and the same for the Austin-Round Rock Metropolitan Statistical Area was 

                                                
413 Steinwedell, David. Personal Interview. 7.31.2018. 
414 HousingWorks Austin. “Taking Action: Preservation of Affordable Housing in the City of Austin.” July 2014, 
Retrieved from http://housingworksaustin.org/wp-content/uploads/2014/09/PreservationStrategyAustin.pdf 
415 HousingWorks Austin. “Taking Action: Preservation of Affordable Housing in the City of Austin.” July 2014, 
Retrieved from http://housingworksaustin.org/wp-content/uploads/2014/09/PreservationStrategyAustin.pdf 
416 HousingWorks Austin. “Taking Action: Preservation of Affordable Housing in the City of Austin.” July 2014, 
Retrieved from http://housingworksaustin.org/wp-content/uploads/2014/09/PreservationStrategyAustin.pdf p. 16. 
Based on survey data collected by HousingWorks on multifamily residential complexes with between 5 and 49 units 
built in 1984 or earlier. 



 76 

$81,887.417 The Median Household Income was $60,939 for the city of Austin in 2016, and 

$66,093 for the Austin-Round Rock MSA.418 These metrics at reduced percentages (rent 

percentages) are shown in Figure 22 below: 
 

  MFI - Austin MHI - Austin 

MFI Austin-Round 

Rock MSA 

MHI - Austin Round 

Rock MSA 

60%  $          46,653   $         36,563   $              49,132   $               39,656  

70%  $          54,429   $         42,657   $              57,321   $               46,265  

80%  $          62,204   $         48,751   $              65,510   $               52,874  

90%  $          69,980   $         54,845   $              73,698   $               59,484  

100%  $          77,755   $         60,939   $              81,887   $               66,093  

120%  $          93,306   $         73,127   $              98,264   $               79,312  

 

Figure 22: Percentages of Median Family Income and Median Household Income in Austin and Austin-Round Rock 

MSA, 2016.419 

 

 Additionally, as Figure 23 shows below, while there was an increase in the number of 

cost-burdened households making over $50,000 a year (roughly 60 percent of MFI and 80 

percent of MHI for the City of Austin) between 2010 and 2016, this number only increased by 

roughly 5,000, and there was a much greater nominal increase in lower-income categories. As 

Figure 24 shows below, while the increase in cost-burdened households is higher for the Austin 

MSA – the number of cost-burdened households making over 50,000 increased by roughly 8,000 

between 2010 and 2016 – again the nominal increase was much greater for lower-income 

households. Because ACT is a private entity, it is unclear what exact metric they are using to set 

rents, and what geographic area they may use to measure the median income amounts. If one 

assumes that ACT is using MFI (for multifamily units being rented to families, at least), it is 

                                                
417 United States Census Bureau / Social Explorer. “T57 and T61: Median Family Income and Median Household 
Income. 2016 5-Year Estimates. U.S. Census Bureau’s American Community Survey Office, 2018. Retrieved from 
socialexplorer.com 
418 United States Census Bureau / Social Explorer. “T57 and T61: Median Family Income and Median Household 
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 77 

important to note that the number of cost-burdened households making between $50,000 

(roughly 60 percent MFI for Austin and the Austin MSA), and $75,000 (90 percent MFI for 

Austin MSA and under 100 percent for the City) is roughly 10,000 for the City of Austin and 

14,500 for the Austin MSA.  In contrast, the number of cost-burdened households making under 

$50,000 is 83,034 for the City of Austin and 124,580 for Austin’s MSA. Roughly 1,600 

households that make above 100 percent of MFI are cost burdened in Austin, and slightly over 

2,000 that make above 100 percent of MFI are cost burdened in Austin’s MSA. 

 

 

Figure 23: Change in Number of Cost-Burdened Households by Income Bracket in City of Austin.420 
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Figure 24: Change in Number of Cost-Burdened Households by Income Bracket in Austin-Round Rock 

Metropolitan Statistical Area.421 

 

 For MHI (which might be used to set rents for individuals rather than families), using the 

Austin MSA as the area of measure, the number of cost-burdened households making above 

$35,000 (roughly 60 percent MHI) could liberally be set at 50,679, compared to 99,679 cost-

burdened households that are making below 60 percent of MHI. When using the City of Austin 

as the area of geographic measure, the number of cost-burdened households making 60 percent 

of MHI or above is 26,021, compared to 66,632 making below 60 percent of MHI.  

 Again, the number of cost-burdened households making under 60 percent of the MHI is 

much greater than the number of households making more than 60 percent of the MHI. In short, 

there are for more cost-burdened households (whether comprised of individuals or families) 

making below ACT’s “workforce” rental range. While the discrepancy is smaller for MHI – 

which might be used for individuals – it is important to recall that, as discussed previously in 

Chapter 1, there is good reason to believe that single person households can typically afford to 

pay more than 30 percent of their income, particularly if they land on the higher income side of 

the “middle income” or “workforce” income spectrum. 
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Analysis 

 In sum, Austin’s cost-burdened renters are disproportionately low and moderate-income 

earners that make less than 60 percent of the Median Family Income or Median Household 

Income. There are far too few subsidies for these individuals and families, and thus many of 

them continue to be cost-burdened. As the Blueprint shows, many of these earners occupy 

housing that is “slotted” for higher earners, and the cheapest available housing they can find 

requires that they pay over 30 percent of their income in rent. Many pay far over 30 percent of 

their income; some pay over 50 percent. 

 “Workforce properties” targeted for acquisition, sometimes equipped with purely 

functional systems and often numerous structural problems, are owned by local and regional 

players, but are now attracting the attention of national private equity investors. 

 The Co-Star report estimates that rents for Class C (1 and 2-star) properties in Austin’s 

MSA rent for roughly 80 percent of the average market rent, and the rates of return for these 

properties nationally is comparable to high-end (Class A) apartments. Renters in these properties 

still pay high shares of their income for housing, but likely pay lower amounts in rent than they 

would in Class A properties.  

 It is unclear whether these units are among the units that ACT would be looking at for 

acquisition. If these are among those units, extant rents in many of them currently serve low-

income households not in the earning range of the “critical workforce” as defined by ACT to be 

between 60 and 120 percent of the median area income. Given the character of the cost-burdened 

households in Austin, it is safe to assume that a significant portion of ACT properties will not be 

affordable to a large portion of cost-burdened members of the “critical workforce.” 

 The Urban Land Institute contends that the funds practicing this new model of 

preservation are somewhat opaque in their operation and have varying degrees of commitment to 

long-term affordability, and typically restrict rents to 80 to 100 percent of AMI.422 Part of the 

rationale for the involvement of these funds in this sector is that over 50 percent of renters across 

the United States earn less than $50,000 a year. Thus, they are partly seeking a greater market 

share, as building additional luxury housing (in existing conditions of oversupply) results in high 

                                                
422 Williams, Stockton. “Preserving Multifamily Workforce and Affordable Housing.” Urban Land Institute, 2015. 
Retrieved from https://uli.org/wp-content/uploads/ULI-Documents/Preserving-Multifamily-Workforce-and-
Affordable-Housing.pdf, p.11. 
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vacancy rates and net operating property incomes that are unsatisfying to investors. Crucially, 

these Class B and C properties provide risk-adjusted returns that can, in the words of John R. 

Williams of Avanath, “consistently exceed the performance of market-rate product.”423 Investors 

also consider these properties to be moderately recession-proof. 

 Moreover, even mission-oriented funds like Mercy Housing have found that the “new” 

model falters with properties that need a lot of maintenance, and that “right-priced” equity means 

very small returns (around 3 percent).424 Rachel Robinson of NOAH contends that achieving 

returns of even 6.5 percent is extremely difficult given the combination of investors in the capital 

stacks, although NOAH also serves low-income households, including households that make 30 

percent of the AMI in NOAH’s area of focus.425 Seeking out “low-cost,” mission-driven equity is 

a primary way that many funds have sought to achieve more “deeply affordable” asking rents. 

 Austin’s Strategic Housing Blueprint distinguishes the strike fund as a strategy to 

preserve 10,000 units over 10 years, although as Frances Ferguson argues, that number – which 

originated in a HousingWorks report – was not deeply researched. Importantly, the initial idea 

for the strike fund was somewhat separate from the idea of trying to spur the private sector to 

engage in social investing related to housing. The “strike fund” in Austin was originally 

envisioned as a “quasi-governmental” (i.e. public private partnership) fund that created a mixed 

capital stack in a similar manner to the Denver TOD fund. In its current form, it is a completely 

private entity with unit acquisition goals that actually exceed the City’s preservation goals, and 

which receives oversight exclusively from its Board of Directors. 

 In many of the funds described in this report, the public-private partnership component 

was crucial, particularly in D.C. when it came to partnering with qualified property managers 

and individuals experienced with mission-driven housing oversight. In Minnesota, the NOAH 

fund’s close relationship with City staff allowed them to find properties in “opportunity 

areas.”426 Even the San Francisco Housing Accelerator Fund uses capital from the City and San 

Francisco’s Small Sites program to make their model function. Affordable Central Texas, in 

                                                
423 Williams, John R. “Why Private and Institutional Investment Is the Future of Affordable Housing Preservation.” 
Multifamily Executive, 3.07.2018. Retrieved from http://www.multifamilyexecutive.com/business-finance/why-
private-and-institutional-investment-is-the-future-of-affordable-housing-preservation_o 
424 Graf, Jane. “Mercy Housing reflections on NOAH with support from JP Morgan Chase.” Restoring 
Neighborhoods Task Force Webinar – National Housing Conference, 4.4.18. 
425 Robinson, Rachel. Personal Interview. 2.16.2018. 
426 Robinson, Rachel. Personal Interview. 2.16.2018. 
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contrast, is the first non-profit preservation fund that does not have direct investment from the 

City or region whose crisis it is intended to help mitigate. 

 The Blueprint establishes a goal of building 40,000 new units for “workforce” 

households making between 60 and 120 percent of the area MFI. Affordable Central Texas’ 

website states that it wants to significantly impact this number, or ostensibly the 48,000 unit gap 

for households making less than $25,000 per year (from the BBC report). Because these are new 

units, however, it is unclear how ACT would actually affect either of these numbers. 

 More specifically, it is important to note that ACT’s rent-restriction window (60 to 120 

percent of AMI) might not reduce rents enough to provide affordable rents for public sector 

workers, including teachers. This would be true particularly if the rent restrictions were primarily 

on the upper end of the rent limit spectrum of 60 – 120 AMI. For instance, the average teacher 

pay in Austin is $50,144 a year, while the average for Texas teachers is $52,525.427 The current 

model might better serve high-wage public sector earners, like police officers, for whom the 

median salary in Austin is $77,767.428 It is safe to assume that the model might also serve some 

workers in the tech industry, but probably will not be low enough to widely serve Austin’s 

“creative class.” Moreover, the model will likely serve individuals better than families, given the 

differences between Median Family Income and Median Household Income in the MSA. 

 As was previously stated in Chapter 2, while typically “liberal” housing positions argue 

for the allocation of benefits on the demand side to be oriented towards social welfare purposes 

and active government involvement in decision-making, typically “conservative” housing policy 

positions argue for the allocation of benefits on the demand side according to private market 

principles and a minimum of governmental involvement in decision-making and “business-like” 

efficiency. Additionally, the realms of “social welfare policy” and “community development 

policy” as defined by R. Allen Hays, while certainly related, are not the same policy framework 

and have different concerns and objectives. Because ACT celebrates its “independence” and 

ability to operate efficiently to acquire properties, caters its model to existing market return 

expectations rather than towards the greatest social need, and actively argues for intervention on 

                                                
427 Taboada, Melissa B. “2018 deficit means another lean year for Austin teachers making $50K.” The Austin 
American Statesman. 2.1.2018. Retrieved from https://www.mystatesman.com/news/local-education/2018-deficit-
means-another-lean-year-for-austin-teachers-making-50k/aZiWjY9ncT6iAYtkdlPtoI/ 
428 Government Salaries Explorer. “Police.” The Texas Tribune. Retrieved from 
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behalf of the “critical workforce” to sustain further economic growth, this report qualifies this 

model as a fairly conservative approach to housing preservation that is focused more on 

economic development and creating a favorable climate for further business development than 

on the social welfare of renters in Austin. This analysis is not intended as a means to discredit the 

approach, but instead follows from this report’s argument that a thorough understanding of 

housing policy history and ideology is essential to an evaluation of new programs. Policy cannot 

and should not be created or evaluated in a vacuum, and strategies are better examined while 

considering their predecessors. 
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Chapter 8: An Alternative Model – the Denver LIVE Program 

 In order to serve the most in-need renter populations in Austin, and in lieu of a voluntary 

reduction of the rent amounts that ACT will be asking at properties within their portfolio, one 

potential mechanism the City of Austin can consider implementing to assist ACT – given that 

ACT is interested in such a collaboration – is a program to pay down rents at properties through 

locally funded vouchers. This strategy could apply to both ACT and non-ACT properties. 

 Aside from Section 8 vouchers, there are few, if any, programs that use municipal or 

otherwise local funding to directly pay down market rents across the country. Two programs that 

do are the District of Columbia’s Local Rent Supplement Program and Denver’s pilot Lower 

Income Voucher Equity Program (LIVE). The former involves appropriating public funds to 

reach additional renters on D.C.’s Section 8 waiting list. This report focuses on the latter, which 

is a newer, more complicated approach. 

  

The Denver LIVE Program 

 Denver is in the midst of running LIVE, a 2-year pilot program that uses a public-private 

partnership between the City of Denver, the Denver Housing Authority, various employers, 

foundations, the Apartment Association, the Downtown Denver Partnership and apartment 

buildings owners and operations to open up to 400 existing vacant rental units for Denver’s 

lower-income working residents by “buying-down” market rate rents on 1, 2, and 3-bedroom 

units at participating apartment complexes.429 The program is responding to the dearth of 

affordable units and oversupply of luxury apartments. Since 2015, Denver added 12,000 

apartments to its stock, and plans for another 22,000 are underway. However, over 90 percent of 

these are considered “luxury units.”430 Moreover, as of January 2018, there were 16,000 vacant 

units in the city, up from 5,500 in 2015.431 To qualify as a LIVE participant, one person in a 

household must be working full-time and household income levels must be within the targeted 

                                                
429 City and County of Denver. “Lower Income Voucher Equity (LIVE) Pilot Program – Program Facts.” Retrieved 
from 
https://www.denvergov.org/content/dam/denvergov/Portals/728/documents/Documents/Lower%20Income%20Vouc
her%20Equity%20Initiative%20Fact%20Sheet_08092017.pdf 
430 Kusisto, Laura. “Denver Has a Plan for Its Many Luxury Apartments: Housing Subsidies.” The Wall Street 
Journal, 1.8.2018. Retrieved from https://www.wsj.com/articles/denver-has-a-plan-for-its-many-luxury-apartments-
housing-subsidies-1515412800 
431 Kusisto, Laura. “Denver Has a Plan for Its Many Luxury Apartments: Housing Subsidies.” The Wall Street 
Journal, 1.8.2018. Retrieved from https://www.wsj.com/articles/denver-has-a-plan-for-its-many-luxury-apartments-
housing-subsidies-1515412800 
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range – between 40 to 80 percent of Area Median Income (AMI).432 Examples of families and 

households that might qualify for this program include: 

• 40 percent AMI – an individual making $23,520 or a family of four earning $33,560433 

• 60 percent AMI – an individual making $35,280 or a family of four earning $50,340434 

• 80 percent AMI – an individual making $47,040 or a family of four earning $67,120435 

 The rationale for the program is similarly focused on the workforce – including people 

working in industries ranging from the customer service and hospitality industry to nurses and 

healthcare workers, teachers, and entry level tech employees.436 Because the cost of housing is 

increasing at a rate of nearly 10 percent per year, nearly five times the normal 2 to 3 percent 

annual increase in wages, the program aims to enable workers to mitigate the growing disconnect 

between stagnant wages and skyrocketing rents.437  

 The program’s prospectus notes that as of July 2017, there were 52,000 households in the 

targeted income range, and 13,000 renter households in the targeted AMI range were severely 

cost burdened, spending more than 40% of their incomes on rent.438 Participants in the program 

contribute 35 percent of their income towards their rent payment.439 The rent “buy-down,” which 

comes from a fund that includes money from the partner’s various programs, then pays the rest 

of the tenant’s rent up to a “reasonable market rate,” which is determined by a third party by 

                                                
432 Live Denver. “Program.” Retrieved from http://livedenver.org/program/ 
433 City and County of Denver. “Lower Income Voucher Equity (LIVE) Pilot Program – Program Facts.” Retrieved 
from 
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from 
https://www.denvergov.org/content/dam/denvergov/Portals/728/documents/Documents/Lower%20Income%20Vouc
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from 
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comparing the unit in question to three comparable units.440 The “reasonable market rate,” which 

is different from the “fair market rate” standard used by housing authorities, must be “clear” and 

“defensible.”441 Tests have shown that the RMR (reasonable market rate) comes very close to the 

rent the units are asking.442 The program was initially designed to set aside 5 percent of rent 

payments to an “escrow savings account” that families will receive upon exit from the program 

at the end of the 2-year period.443 The thought was that, at the end of the 2-year period, this 

amount could be used to pay a security deposit, application fee, or first month’s rent in another 

unit.444 This was eventually recharacterized as a “savings account” for legal purposes.445 

 As of February of 2018, the LIVE program was in an internal review phase.446 Originally 

housed within its own office, the program was moved to the Office of Economic Development to 

be closer to other city officials that were working on housing issues. Jordan Finegan, a former 

administrator with the Office of Economic Development, believes that the goal of the program 

ultimately is that it is run and directed by employers and foundations rather than the City of 

Denver.447 She explained that the program is housed within Denver’s Housing Authority, which 

takes in applications in a very similar manner to how they take in Section 8 applications. The 

City and employers give money to a fund – the National Equity Fund – to hold and the fund 

returns the money to the DHA for tax purposes. After the individuals qualify through the 

employers’ processes of selection, they apply through the LIVE website and DHA matches them 

to units that developers and property owners have identified.448 Developers have to have at least 

5 units within properties identified for participation in the program, however Jordan notes that 

the program will start looking through single-family homes as well for a possible program 

expansion.449 After 2 years of “stabilized living,” and financial classes, the hope is that 
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participants in the program will be able to “house in place” or be able to find another suitable 

living situation. 

 Importantly, the employers and organizations that are participating in this program 

voluntarily are not making returns. Finegan believes that employers respond to the program 

because they are interested in being able to maintain a stable workforce and attract workers to a 

location with an accessible housing market.450 Finegan believes this argument is particularly 

applicable for teachers, who have a notably high turnover rate in Denver. High teacher turnover 

rates are hard to manage for Denver school systems.451 Similarly, St. Joseph Hospital, which 

employs 2,200 workers and contributed $100,000 to the funding for the program hopes that it 

will help house dozens of employees for whom finding housing close to their workplace is 

becoming increasingly difficult.452 As Jamie Smith, the president of St. Joseph Hospital 

remarked to The Wall Street Journal, “these folks are in high demand [...] they’re driving by 4 or 

5 other hospitals much closer to their home to get to us, and at some point it becomes a problem 

from a recruitment and retention standpoint.”453  

 Finegan argues that the program is appealing for developers because of the high vacancy 

rates in luxury market-rate apartments. Such apartments in Denver can have annual turnover 

rates that approach 60 percent, which is very expensive for building managers and developers. 

The program guarantees that the units will be filled for at least 2 years, cutting down on the costs 

of vacancy and turnover maintenance.454  

 Should the program be successful, Finegan envisions additional employers signing on to 

participate in the program.455 As of February of 2018, they had 5 employers participating in the 

program, and at the end of the 2-year pilot program, they will consider continuing the program 

and inviting additional employers to participate.456 Following the publication of an article in The 

Wall Street Journal titled “Denver Has a Plan for Its Many Luxury Apartments: Housing 
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Subsidies” in January of 2018, the program was contacted by over 1,000 people interested in 

participating.457 Finegan believes that, should they expand after the pilot period, they might 

consider turning the subsidies into a voucher system, similar to how Section 8 voucher systems 

function.458 This would mean that the program would expand outside the workforce of the 

participating employers. 

  As of July 9, 2018, the program was approved by Denver’s City Council.459 However, it 

underwent significant change before receiving final approval. The Local Initiatives Support 

Corporation (LISC), a partner in the program, was initially going to provide funding for financial 

literacy programs, but the LIVE program managers realized that this type of program would be 

redundant with other city programs.460 While the initial plan was for St. Joseph’s to put in 

$100,000 and be matched by LIVE for 95 cents on the dollar to get their employees in the 

program, this component was flagged because it was believed that it would trigger a “tax event” 

for the employee as a result of the rent assistance qualifying as “additional income” from their 

employer, who was contributing money to the fund.461 As a result, the particular agreement 

between employer partners and the Denver Housing Authority is currently being formulated. The 

intent is to reform the program so employers are not seen to be directly subsidizing their 

employees. 

 There were a number of missteps with the initial implementation of the program as well. 

LIVE managers initially believed that LISC’s participation would help the program avoid certain 

tax implications. However, that ended up not being true. Additionally, the program experienced 

budget shortfalls as a result of extensive miscommunication between fund managers and the 

Denver Housing Authority. Moreover, while the fund was initially estimated to provide rental 

assistance for 400 households, they ended up only being able to provide assistance for 127 

households. This was partially due to the fact that the LIVE administrators had not initially 

factored in administrative costs.462  
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 After significant administrative turnover, the program’s finances and shortfalls were 

addressed. As the program is currently structured, it will provide assistance for 127 households at 

roughly $11,000 per household over the 2-year period. The program will cost $1.18 million total. 

An advisory group is currently developing an assessment tool to ensure that the city is getting the 

most out the program. 

 Finegan argues that despite some of the program’s initial missteps, it will still prove to be 

an incredibly important litmus test for a new form of rental assistance. Finegan points out that 

even critics of components of the program have recognized that experimentation is necessary to 

devise truly innovative solutions.463 
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Chapter 9: Recommendations 

  

 In considering the model, the operations of various funds around the country, and 

housing needs in Austin, this report issues number of recommendations, listed below. The 

General Recommendations included below are for both policymakers and other stakeholders in 

the construction or preservation of affordable housing, while the Recommendations specific to 

ACT are geared towards that fund’s operators. 

  

General Recommendations 

 

Recommendation 1: Supplement new supply programs with demand-side subsidies that ensure 

Austin residents stay housed. Consider implementing a local voucher pilot program. 

  

 Housing stock filtering is a process that takes a long time to create affordable units for 

low-income people, particularly when newly constructed units are comprised of mostly luxury 

housing. Excess construction of high-end units can push the entire price structure upward in tight 

rental markets, and do not create immediate affordability. Even the most recent State of the 

Nation’s Housing acknowledges that adding new supply at the upper end should, in theory, cause 

older housing to filter down the rent scale, but “this process has not produced an adequate supply 

of rentals at the low end.”464 This reality is demonstrated visually by Figure 25 in the Appendix.  

This phenomenon is a national problem, not exclusively confined to “booming” cities like 

Austin.465  

 Given that preservation strategies have not as of yet substantially brought the cost of 

housing down in tight markets, programs that construct new housing stock in Austin (which are 

essential, given Austin’s growth) should be supplemented with demand-side subsidies that 

ensure that Austin residents stay housed and able to afford other essential expenditures. Housing 

needs in Austin are just as “dire” as in Denver, and with an increase in federal funding for 

housing assistance being extremely unlikely, Austin should seriously consider implementing a 
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pilot program to provide vouchers for low and moderate-income individuals. Austin City 

Council recently passed a $925 billion bond package that includes a “record-setting” $250 

million for affordable housing.466 If Austin voters support this measure, funding for a local 

voucher pilot program could potentially originate from this bond. Notably, a body of empirical 

evidence exists for the cost-efficiency of demand-side housing assistance over project-based 

assistance (rehabilitation or new supply). Edgar Olsen contends that the tremendous recent 

resurgence in project-based assistance via the tax system, federal block grants to state and local 

governments, and other additional subsidies, recent housing policies have been designed by a 

“new generation of housing policymakers who are unaware of previous research.”467 But prior to 

the initial allocation of Section 8 vouchers in the US Housing and Community Development Act 

of 1974, the federal government had relied on supply-side programs that located, constructed, 

and directly operated housing units with below-market rents for low-income families.468  

 Recent studies have shown that housing vouchers are more efficient than project-based 

assistance, and do not increase the overall price of rental housing to the detriment of low and 

middle income renters using unsubsidized units.469 Michael Eriksen and Amanda Ross have 

noted that demand-side subsidies are roughly half as expensive as supply-side strategies, and 

much more equitable in their provision of services.470 Olsen calls the evidence for the cost-

effectiveness of tenant-based vouchers compared to any form of project-based assistance as 

virtually unanimous, and gets tenants into housing much faster than any construction program.471 

New subsidized supply should be oriented towards the abundance of low-income renters that are 

being priced out of growing cities, but cities like Austin should also commit to rental assistance 

for residents that have immediate need. 
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 91 

 One potent criticism of voucher programs is that they incentivize price gouging by 

ensuring that a landlord’s Fair Market Rent asking price is met. Across the United States, Section 

8 vouchers are sometimes used in properties that could not feasibly be rented for the Fair Market 

Rent otherwise. Because targeting vouchers to vacancies in new Class A or “high-end” buildings 

may discourage landlords from lowering their rents for such units (which is expected to happen 

in periods of overbuilding), local vouchers should be targeted towards cost-burdened renters in 

“naturally occurring” below market rate units (Class B and C properties). Targeting these 

properties specifically will help the city avoid propping up high rent levels in luxury buildings, 

which, as mentioned previously, shifts the whole housing cost structure in a given market 

upward. 

 In addition to the Denver LIVE program, there are other examples of municipalities 

providing local vouchers for low-income renters. The District of Columbia targets renters 

earning 30 percent of the Area Median Income or less with its Local Rent Supplement 

Program.472 This program funds tenant-based vouchers modeled on federal Section 8 housing 

vouchers and sponsor-based agreements that subsidize affordable housing developers and 

providers to build new affordable units.473 To qualify for the former component of the program, 

renters need to already be on the Section 8 waitlist. The program received $46 million of funding 

in 2016 sourced from municipal appropriations. Appropriating money to supplement Section 8 

vouchers with local vouchers and reduce the waitlist would be another approach that Austin 

could take to take swift action to ease cost burdens for renters. In tandem, both approaches have 

the potential to make expedient interventions to assist cost-burdened renters. 

 

Recommendation 2: Dispense with the term “workforce housing.” 

  

 The term “workforce housing” is vague at best and offensive at worst. At a time when 

many Austin residents have multiple jobs to attempt to make ends meet, identifying a small 

segment of Austin’s workers as the “workforce” or “critical workforce” is unnecessary and 
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inaccurate. A potentially more accurate term would be “middle-income” housing, or depending 

on the population served, a name that relates to the household’s employment or employments. 

 

Recommendation 3: Exercise caution with “all of the above” strategies. 

  

 George C. Galster argues that a metropolitan area’s housing market should be treated 

analytically as a segmented, “interconnected array of housing submarkets.”474 Within this 

framework, Galster contends that sub-markets are interrelated because there is significant 

“substitutability” between them; households can switch between them, and changes in certain 

submarkets greatly affect closely related submarkets.475  

 With this concept of “sub-markets” in mind, it is conceivable that “workforce housing” 

investments might take housing away from lower-income households that pay over 30 percent of 

their income for housing because they have no other rental options. Conversely, a household that 

earns, for instance, over 100 percent of AMI might pay over 30 percent of their income for 

housing but might have a budget that allows this level of expenditure on housing. It is unclear 

why households making very different incomes should all have the alleviation of their “cost-

burden” prioritized in the same way. “All of the above” strategies might very well conflict with 

each other, and although the housing crisis in Austin demands expediency, it also demands due 

diligence in estimating how policies affecting certain sub-markets of housing might affect other 

sub-markets of housing. 

 

Recommendation 4: Launch research initiatives to consider additional fees or taxes on in- 

migrating large businesses to raise money for housing assistance programs. 

 

 Austin has an array of methods to raise money for housing assistance, including the 

Housing Trust Fund, general obligation bonds, and tax increment financing. Given the gravity of 

the housing crisis, though, Austin should consider levying additional fees on new large 

businesses and corporations that bring an influx of high-wage earners that effectively drive up 

                                                
474 Galster, George C. “Comparing demand-side and supply-side housing policies: Sub-market and spatial 
perspectives.” Housing Studies, 12:4, 1997. p.563. 
475 Galster, George C. “Comparing demand-side and supply-side housing policies: Sub-market and spatial 
perspectives.” Housing Studies, 12:4, 1997. p.563. 
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the market rate of housing around the city. If, as the Denver LIVE program demonstrates, 

employers can be relied on to provide money for housing in order to sustain the community and 

their workforce, it is conceivable to think that this money can be collected through a tax or 

linkage fee for affordable housing that could be roughly proportional to the affordable housing 

burden created by job-creating construction. 

  Although such a proposition is potentially moot given the political orientation of Texas’ 

legislature, cities across the country will have to reckon with the fact that new high-income 

growth created through attracting large corporations or firms has strained housing markets and 

driven housing costs upward for low and middle-income families. This same relationship is 

playing out in Austin; verifiably a “growth machine,” Austin’s economic success has increased 

severe economic inequality and rent levels for the entire housing market.  

 In June 2018, Seattle passed a “head tax” ordinance that would have levied a $275 per 

employee tax on Seattle businesses making more than $20 million a year, and used the revenue 

generated to pursue affordable housing initiatives.476 However, after a concerted, well-funded, 

and “vicious” campaign funded by prominent Seattle businesses including Starbucks, Amazon, 

and Kroger sought to place a referendum on the November ballot to repeal the head tax, Seattle’s 

Council repealed the proposed tax itself.477  

 There is reason to believe that any attempt in Austin to instill such taxes or fees would be 

met with similar opposition. However, this arrangement would effectively respond to one 

previously mentioned criticism of locally-funded voucher programs, which is that such programs 

essentially incentivize price gouging through ensuring rent guarantees. The Denver LIVE 

program anticipates this criticism by raising money directly from employers whose employees 

use the vouchers, however a different arrangement would need to be devised if such a program 

operated on a lottery system and was not reserved exclusively for employees of companies that 

contribute to the voucher fund. Because this a complicated issue – both politically and 

technically – the City might consider launching a research initiative to consider what progressive 

levies on new business might be feasible in Austin. 

 

                                                
476 Semuels, Alana. “How Amazon Helped Kill a Seattle Tax on Business.” The Atlantic, 6.13.2018. Retrieved from 
https://www.theatlantic.com/technology/archive/2018/06/how-amazon-helped-kill-a-seattle-tax-on-business/562736/ 
477 Semuels, Alana. “How Amazon Helped Kill a Seattle Tax on Business.” The Atlantic, 6.13.2018. Retrieved from 
https://www.theatlantic.com/technology/archive/2018/06/how-amazon-helped-kill-a-seattle-tax-on-business/562736/ 
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Recommendation 5: Where possible, policymakers should begin to experiment with replacing 

the 30 percent affordability threshold with a more needs-responsive affordability metric that 

ensures all Austin residents can pay for the necessities of living in the City. 

  

 As discussed in Part One, there is no particular magic to the 30 percent affordability 

threshold. Higher income households may pay over 30 percent of their income on housing and 

still be able to afford the necessities of life as well as many luxuries, while lower income 

households spending less than 30 percent of their income on housing may still lack the resources 

to pay for food, child costs, healthcare, and other essential expenditures. While HUD sets rent 

limits for local entities that receive its funding, there is no reason why locally funded housing 

initiatives should rely in perpetuity on this arbitrary threshold.  

 With this in mind, policymakers should consider conducting a nexus study of household 

affordability needs, and come up with more innovative, needs-responsive ways of setting rent 

restrictions locally. Devising new comprehensive methods to adjust rent levels for household 

composition, age, and presence of children would more accurately cater to the needs of cost-

burdened renters. 

 

Recommendations specific to ACT 

 

Recommendation 6: Prioritize soliciting equity from lower-cost mission-driven investors 

willing to accept below market returns in order to meet mission goals.  

  

 While housing shortages are partially a result of a lack of supply, the high cost of housing 

is at least partly attributable to the process of financialization, which is now broadly identifiable 

in low-income housing sectors. Financialization is not always bad in practice – it can result in 

many social investors taking an interest in housing stock and accepting low returns for positive 

social impact – however the problem seems to be the worst where housing stock has investors 

that have no real connection to or knowledge of the “facts on the ground.” Across the United 

States, distant investors prioritize short-term payoffs related to housing and do not directly 

observe or feel the effects of the myriad ways that rapidly appreciating housing costs negatively 

affect a city’s residents. Often, and particularly in financialized housing markets, housing policy 
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decisionmakers craft policy from remote board rooms with no engagement with or accountability 

to the communities in which their “assets” are located.478 Even if this is not the case for a 

particular fund, to the extent possible, housing investment from local organizations, community 

banks, and employers should be prioritized over national or international investment that is not 

explicitly mission driven. 

 Numerous funds have commented on the fact that the private equity preservation strategy 

works best – i.e. is able to serve in-need households at lower rent levels – when funds can attract 

low-cost equity that does not demand even “average” returns. Local investors, because they 

might be more acutely aware of housing needs in Austin, and the human toll of the housing 

crisis, are more likely to orient their expectations towards achieving the broadest community 

impact. 

  

Recommendation 7: Prioritize transparency in all operations. 

  

 The individuals involved in ACT are certainly mission-driven and believe in the model 

and the necessity of providing housing for cost-burdened renters in a strained market. Moreover, 

as a non-profit organization, ACT is required to provide applications for tax exemption and 

annual information returns upon request. However, because ACT has its own internal oversight 

mechanisms and seeks to address a key policy directive of the City without establishing a formal 

partnership, the model seems prone (if unintentionally) to a lack of transparency. ACT can 

address this by making quarterly public reports about their acquisitions, scheduling routine 

reports to the City or the media, or otherwise providing information about their sources of equity, 

rent levels, and plans for future operations. Ideally, however, ACT would continue to build its 

capital stack in a manner similar to the Denver TOD fund, which pooled government and non-

governmental sources of funding and thus built a degree of public oversight into its funding 

structure. 

 

 

                                                
478 United States Human Rights Council. “Report of the Special Rapporteur on adequate housing as a component of 
the right to an adequate standard of living, and on the right to non-discrimination in this context.” United Nations, 
1.18.2017. A/HRC/34/51, p. 10 
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Recommendation 8: Partner with the City of Austin to reduce rent levels in ACT properties. 

  

 As has been previously discussed in this report, ACT’s estimated returns are 6 to 8 

percent, which is seen as an attractive investment for the low amount of risk incurred by 

investors in this housing sector. In lieu of ACT voluntarily offering lower returns in order to 

reduce rents, potentially by targeting equity investors that are willing to accept lower returns, 

ACT should consider partnering with the City of Austin to rehabilitate properties, delineate 

problem properties ripe for new management and a renewed focus on tenant needs, establish 

relationships with mission-driven property management entities, and reduce rent amounts.  

 While households in Austin making between 60 to 120 percent are “cost-burdened,” there 

is a much higher number of lower income households that are cost-burdened, and their struggle 

to find “affordable” housing likely causes greater hardships. Mandy De Mayo indicated that the 

nature of this relationship could be focused around expedited review or co-ownership of land to 

remove the value of the land from tax rolls.479 Both of these possibilities should be considered if 

they enable ACT to further reduce rent levels at its properties. These agreements could further 

solidify commitments to length and depth of affordability at ACT properties, which may be more 

appealing to mission-driven investors. 

  

Recommendation 9: Accept Section 8 vouchers. If possible, accept local vouchers. 

  

 ACT has expressed willingness to accept Section 8 vouchers; doing so is an excellent 

idea. A 2012 report by the Austin Tenants’ Council showed that out of roughly 78,000 units in 

the Austin metro area with rents within HUD’s Fair Market Rent limits, only 8,590 of those units 

would rent to voucher holders and did not have minimum income requirements.480 In 2014, 

Austin passed a “Source of Income” ordinance that prohibited landlords from refusing to rent to 

people solely because they have a voucher, but the Texas legislature passed a bill in May of 2015 

that banned any municipality from passing such ordinances.481 Any measure that makes it easier 

                                                
479 De Mayo, Mandy. Personal Interview. 3.30.2018. 
480 Semuels, Alana. “How Housing Policy Is Failing America’s Poor.” The Atlantic, 6.24.2015. Retrieved from 
https://www.theatlantic.com/business/archive/2015/06/section-8-is-failing/396650/ 
481 Semuels, Alana. “How Housing Policy Is Failing America’s Poor.” The Atlantic, 6.24.2015. Retrieved from 
https://www.theatlantic.com/business/archive/2015/06/section-8-is-failing/396650/ 
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for Section 8 renters to find housing should be supported in Austin, and ACT would do well to 

have a standing policy of accepting Section 8 renters. Similarly, should Austin experiment with a 

non-federal voucher program, ACT should accept these vouchers as well. 

 

Recommendation 10: Solicit calls for mission-driven, experienced property managers and 

develop a rating system to evaluate them. Ensure that these managers are being actively 

monitored for abusive practices common in large property management firms. 

  

 Housing authorities and other municipal offices that serve low-income renter populations 

often have a wealth of tacit knowledge relating to finding qualified and committed individuals to 

manage affordable housing. Moreover, because ACT properties will be so sought after due to 

their rent restrictions (existing properties asking below-market rate rents already have extremely 

low vacancy rates), tenants do not have the luxury of threatening unresponsive managers with 

vacancy. Therefore, ACT should consider partnering with the City in an official capacity to 

operationalize the process of finding property managers who have a wealth of experience in 

affordable housing property management and are accustomed to working with tenants that have 

particular needs due to their financial strains. Moreover, selected property managers should be 

actively monitored to ensure that they are not exhibiting potentially abusive practices common in 

large property management firms including restricting access to common areas, unfair and 

excessive fees and penalties, and absenteeism. While these problems are certainly less common 

among mission-driven property managers, it is a best practice to have a monitoring system in 

place for all properties as a matter of course. 

 

Recommendation 11: Commit to robust rehabilitation of properties. 

  

 With rent ceilings, some landlords tend to not invest a lot of money in maintenance, or 

will only selectively upgrade units.482 Moreover, because there is excess demand for subsidized 

units for many years after they are initially built, owners often have no trouble renting 

                                                
482 Aalbers, Manuel B. “The Financialization of Subsidized Rental Housing.” The Financialization of Housing: A 
Political Economy Approach, Routledge, 2016. p.122. 
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substandard units even if they have deteriorated substantially.483 Again, this is not to suggest that 

ACT has any intention of letting its housing stock deteriorate. However, without proactive 

property management and rehabilitation, and given the age and current quality of Class B and C 

properties in Austin, ACT should consider coming up with detailed (and publicly available) 

rehabilitation plans for buildings before they rent them out to tenants. These strategies would 

ideally be focused on long-term renovations rather than short-term fixes. ACT properties should 

receive a high standard of maintenance, care, and routine updates; however, extensive 

rehabilitation costs should not be passed to residents through higher rents at certain properties. 

Partnering with public entities would allow ACT to do more extensive rehabilitation of 

properties while still creating deeper affordability in their units.  

 

Recommendation 12: Ensure that existing tenants can stay in place. 

  

 David Steinwedell has committed to not displacing any tenants when ACT acquires a 

property.484 This is an incredibly important commitment. This preservation method should not 

result in lower income households losing the units they rent. Given that ACT is open to acquiring 

LIHTC properties that may provide deeply affordable units, ACT might have to be flexible with 

their expected or forecasted rent levels in the future to ensure that this standard does not change. 

If tenants were displaced by this model, such an outcome would be a pervasion of the concept of 

“preserving affordable housing.” 

 

 

 

 

 

 

 

 

                                                
483 Olsen, Edgar O. “The Cost-Effectiveness of Alternative Methods of Delivering Housing Subsidies.” For 
Presentation at the Thirty First Annual APPAM Research Conference, 10.30.2009. Retrieved from 
http://economics.virginia.edu/sites/economics.virginia.edu/files/papers/CESurvey2009.pdf. p.6 
484 Steinwedell, David. Personal Interview. 7.31.2018. 
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Conclusion 

 The Austin metro area is among the most economically segregated areas in the United 

States.485 As it has developed and grown from a small college town, it has experienced increases 

in both people-less homes and homeless people. Preserving 10,000 units cannot and is not 

intended to significantly impact this unjust reality, but it is possible that it will enable some 

individuals and families to be able to spend less of their income on housing, which certainly 

counts for something given the current situation. 

  As this report has tried to enumerate, the concept of “housing affordability” is usually 

discussed in a vacuum, and in reality, should be considered more in tandem with wages, 

transportation, health care, and other costs. Additionally, approaches to increasing “housing 

affordability” should be categorized according to ideological underpinnings and historical 

precedents. While some of the goals of ACT and other similar funds are laudable, what they are 

able to do while providing average returns on an attractive investment will not significantly 

impact the housing crisis in Austin. Part of the model of these funds also involves buying units to 

prevent them from reaching the market rent and renting them to moderate-income earners that 

may actually earn more than the units’ current occupants. It seems that ACT will not do this, but 

this possibility, stemming from the tension between the goals of investors and of tenants in need, 

is an affront to affordable housing preservation. 

 Part of the problem might be that these funds meld the ideas of community development 

and social welfare. As “social investment” funds, they advertise a social good, but are also 

predicated on helping businesses retain their workforces and enabling further growth and 

development of the city. The two concepts – while certainly linked – can very easily enter into 

conflict. Community development – through amenities, business retention, and the creation of 

economic opportunity – does not have the ability to really solve the housing crisis’ assault on 

social welfare. In fact, pursuing “community development” through continued growth and 

business expansion might actually exacerbate housing crises without necessary market controls 

and policy interventions in place. Moreover, although these funds are justified on the basis of an 

“all of the above strategy,” if they do not provide deep affordability to low-income renters, and if 

                                                
485 City of Austin Neighborhood Housing and Community Development Office. Austin Strategic Housing Blueprint 
(2017). Retrieved from 
https://www.austintexas.gov/sites/default/files/files/StrategicHousingBlueprint_Final_September_2017.pdf. p.11. 
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they operate independent of government entities, they embody a fairly conservative private-

market solution to a national problem that really requires seismic reforms in the way officials 

and residents think about housing and form housing policy. 

 As Michael Stone notes, “overcoming the extensive and persistent problem of 

affordability will require substantial and sustained public commitment to new concepts of 

housing finance as well as alternative approaches to housing ownership and tenure.”486 It is safe 

to assume that, given the current administration and leadership of HUD, federal support for 

housing assistance will certainly not grow. In fact, the Trump Administration’s main policy 

response to the housing crisis thus far has been for HUD to plan to triple rents for 712,000 of the 

poorest tenants receiving federal housing aid while loosening the cap on rents on 4.5 million 

households enrolled in voucher and public housing programs nationwide.487 Despite being the 

director of HUD – a federal agency – Ben Carson has privately told aides that he believes 

housing shortages are primarily a local problem.488 This hostile climate, wherein the Director of 

HUD does not believe in (or is unaware of) HUD’s clear mandate, is unfortunate because one of 

the most straightforward fixes for an affordability crisis is using direct public capital grants to 

finance the production and acquisition of social housing.489  

 This report has argued that demand-side, city-funded subsidies present another option 

that the City of Austin should consider to quickly aid low and moderate-income renters, 

depending on immediate need and not necessarily just cost-burden. In in its most recent State of 

the Nation’s Housing report, Harvard’s Joint Center for Housing Studies argues that expanding 

the supply of lower-cost housing might help relieve the cost burdens of some households of 

modest means, but subsidies are the only real way to close the affordability gap for the nation’s 

lowest-income families and individuals.490 And, as the report documents well, increases in 

federal rental assistance have lagged far behind growth in the number of renters with very low 

                                                
486 Stone, Michael. “Pernicious Problems of Housing Finance.” In A Right to Housing: Foundation for a New Social 
Agenda, edited by Rachel Bratt, et al., Temple University Press, 2006, p.100. 
487 Thrush, Glenn. “As Affordable Housing Crisis Grows, HUD Sits on the Sidelines.” The New York Times, 
7.27.2018. Retrieved from https://www.nytimes.com/2018/07/27/us/politics/hud-affordable-housing-crisis.html 
488 Thrush, Glenn. “As Affordable Housing Crisis Grows, HUD Sits on the Sidelines.” The New York Times, 
7.27.2018. Retrieved from https://www.nytimes.com/2018/07/27/us/politics/hud-affordable-housing-crisis.html 
489 Stone, Michael. “Pernicious Problems of Housing Finance.” In A Right to Housing: Foundation for a New Social 
Agenda, edited by Rachel Bratt, et al., Temple University Press, 2006, p.100. 
490 Harvard University Joint Center for Housing Studies. “State of the Nation’s Housing 2018.” Retrieved from 
http://jchs.unix.fas.harvard.edu/research/state_nations_housing. p.5 
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incomes.491 This was the case long before the Trump Administration took office. The crisis at 

hand calls for truly innovative approaches to bringing down the cost of housing, and the local 

entities putting “skin in the game” through the provision of need-based non-federal vouchers to 

renters would be one such approach, and would have a much greater positive impact on the 

ability of low and middle-income renters to afford housing in Austin than the private equity 

model evaluated in this paper. However, using these vouchers at properties purchased by ACT 

might be a perfect marriage between the two approaches, since ACT requires a lower return than 

the high-end units of which there are currently an oversupply (i.e. vacancies). 

 Importantly, while the housing crisis is empirically a partial result of a lack of supply, it 

is also evident that financialization has played a role in creating an oversupply of luxury housing 

and ensuing price inflation of entire housing markets across the country. As Frances Ferguson 

notes, “there is an odd dynamic between planning and planning something that capital will do – 

the planning world can often get so idealistic so as not to harmonize with capital, and capital can 

be very bullying.”492 Even though many mission-driven investors are not bullying, are motivated 

by laudable intentions, and are trying to innovate in the provision of affordable housing, it is 

helpful to remember that the two worlds actually do not need to harmonize because housing is 

not primarily finance.  

 Rather, the two worlds are necessarily in tension, because housing is first and foremost 

space for people to shelter, live, and thrive. The importance of its lived form far outweighs the 

importance of its economic value form, although the latter often eats the former. In Austin, as 

well as in cities around the country, the time is ripe to not avoid this tension, but rather to come 

down on the right side of it by confronting vague terms, contentious and deeply ideological 

political debates, and ineffective programs head on. Doing so will better enable anyone 

compelled by housing justice to promote and fulfill the idea that all city residents – in Austin or 

elsewhere – have an essential right to affordable and safe housing regardless of their income. 

  

 

 

 

                                                
491 Harvard University Joint Center for Housing Studies. “State of the Nation’s Housing 2018.” Retrieved from 
http://jchs.unix.fas.harvard.edu/research/state_nations_housing. p.5 
492 Ferguson, Frances. Personal Interview. 3.7.2018. 
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Appendix 
 
Figure 3: Marcuse’s taxonomy of housing policy ideology.493 
 

 
 
Figure 4: Gaps in Rental and Homeownership Supply and Demand, 2012494 

 
 

                                                
493 Marcuse, Peter. “The Liberal/Conservative Divide in the History of Housing Policy in the United States.” 
Housing Studies, 16:6, 2001, p.732. 
494 BBC Research and Consulting. “2014 Comprehensive Housing Market Analysis – City of Austin.” Retrieved 
from https://austintexas.gov/sites/default/files/files/NHCD/2014_Comprehensive_Housing_Market_Analysis_-
_Document_reduced_for_web.pdf. p.9 
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Figure 5: Housing Survey Data from Low Income Austin Renters.495 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

                                                
495 BBC Research and Consulting. “2014 Comprehensive Housing Market Analysis – City of Austin.” Retrieved 
from https://austintexas.gov/sites/default/files/files/NHCD/2014_Comprehensive_Housing_Market_Analysis_-
_Document_reduced_for_web.pdf. p.90. Data taken from the 2014 Austin Housing Choice Survey. A total of 5,315 
residents participated in the survey. 
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Figure 10: Co-Star Three-Star Rating Criteria496 
 

 
 
Figure 11: Co-Star Four-Star Rating Criteria497  
 

 
 

                                                
496 Co-Star. “Naturally Occurring Affordable Housing.” NAAHL & ULI Symposium, 10.11.2016. Retrieved from 
http://americas.uli.org/wp-content/uploads/sites/125/ULI-Documents/ULI_NAAHL_Presentation.pdf. p.5. 
497 Co-Star. “Naturally Occurring Affordable Housing.” NAAHL & ULI Symposium, 10.11.2016. Retrieved from 
http://americas.uli.org/wp-content/uploads/sites/125/ULI-Documents/ULI_NAAHL_Presentation.pdf. p.6. 



 105 

Figure 12: Co-Star Five-Star Rating Criteria498 
 

 
 
Figure 14: Co-Star One and Two-star Units by Metropolitan Statistical Area.499 
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Figure 16: Co-Star One and Two-star Units Built in Prior Decades.500 
 

 
 
Figure 19: SFHAF’s Capital Structure501 
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Figure 20: Denver TOD Capital Stack.502 

 
 
 
Figure 25: National Vacancy Rates Show Market Easing at the High End503 
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