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all these public and private sources are woefully inadequate to meet the
housing needs of most poor and working-class Americans.

Fragmentation and Voluntarism

The fragmented nature of the nonprofit sector has made it difficult to
develop the kind of organizational coherence and political support that
is found in Canada. Even in the relatively small world of the nonprofit
housing sector, there is considerable competition between various national
and regional networks over who can “speak for” the movement.

In most cities and states, CDCs and other nonprofit housing groups
have no organized voice. There are a few exceptions, however. In New
York City, the Association for Neighborhood and Housing Development
serves as the trade association for about fifty nonprofit housing organi-
zations. In Massachusetts, New Jersey, California, and elsewhere, CDCs
and other nonprofits have formed trade associations to lobby state gov-
ernments, lenders, and foundations to increase support for the nonprofit
sector as well as to provide technical training for members. In some cities
and states, they are also part of broader housing coalitions working on
legislative issues.

At the national level, the National Congress for Community Economic
Development serves as the CDCs’ trade association in Washington. LISC,
Enterprise, and Neighborhood Reinvestment Corporation also claim much
of the same turf. Such competition is typical within social movements and
within business sectors, particularly when participants envision a grow-
ing pie. In the case of the nonprofit housing sector, some might argue that
competition is evidence of an explosion of community organizations and
opportunities and that such tensions are healthy. At the same time, turf
competition makes it more difficult for the nonprofit sector to mobilize its
constituency around a common political agenda and strategy for expanding
the resources devoted to low-income housing.

Despite the new emphasis on voluntarism, America’s families should not
have to depend on corporate or foundation largesse to produce afford-
able housing. Even the most penny-pinching nonprofit groups acknowledge
that the federal government will have to resume a major role if their local
success stories are to be repeated on a broad enough scale to relieve the
national housing crisis. The growing fiscal crisis of cities and states makes
it increasingly difficult to squeeze housing resources out of mayors and
city councils, governors and state legislatures. Most states are cutting their
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housing budgets. It is only at the federal level that enough resources exist to
solve the housing crisis. This makes it more imperative than ever for non-
profit housing organizations to work together to change federal housing

policy.

Legislative Victories

During the 1980s, the nonprofit sector was relatively impotent in mobilizing
political pressure to expand federal housing funds. But some groundwork
was laid, so that in the early 1990s, the nonprofit sec.tm' won three small
but important legislative victories in Congress. These include:

Community Housing Partnerships. In 1987, at the request of Boston Mayor
Ray Flynn, Representative Joseph Kennedy (Democrat of Massachusetts)
sponsored legislation, the Community Housing Partnership Act, to pro-
vide federal funding specifically to help community-based nonprofit groups
build and rehabilitate affordable housing for families. A variety of orga-
nizations—including the U.S. Conference of Mayors, the National Low-
Income Housing Coalition, and the nonprofit sector’s vafious networks
(LISC, Enterprise, NCCED)—lobbied on behalf of this legxslanop.

That same year, developer James Rouse (head of the Enterprise Foun-
dation) and David O. Maxwell (chairman of Fannie Mae) convened a
National Housing Task Force at the request of Senator Alan Cranston !co-
chair of the Senate Committee on Banking, Housing, and Urban z.\ffaxrs).
Composed of a prestigious panel of housing experts, the group issued a
report, A Decent Place to Live, in March 1988 calling for an.mcreased
federal commitment to low-income housing and a specific set-aside for the
nonprofit sector.

The Rouse-Maxwell report’s recommendations were eventually trans-
lated into legislation, the National Affordable Housir‘1g Act, that was en-
acted by Congress in October 1990. This legislation included a new pro-
gram, HOME, that directed new funds to state and local governmer'lts
for affordable housing. Representative Kennedy’s proposal, Cf)mmur.uty
Housing Partnerships, was folded into the HOME program; it requires
that a minimum of 15 percent of HOME funds be allocated to community-
based nonprofit organizations.

Low Income Housing Tax Credit. In 1990, 1991, and 1993, the nonprofit
sector also successfully mobilized support to extend the federal Low In-
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come Tax Credit, a program that many CDCs use to get private investment

in their housing projects. The tax credit is a limited tool: its complexity
requires an army of lawyers, and its low-income requirements extend only
fifteen years. But groups such as LISC and the Enterprise Foundation have
successfully marketed it to major corporations, which derive both profits

and high-profile “social responsibility” credit from investing in affordable
housing,

Community Reinvestment Act. The nonprofit sector also successfully
lobbied Congress in 1990 and 1991 to strengthen the Community Reinvest-
ment Act (CRA), the antiredlining law that gives community groups and
local government leverage to pressure banks to invest in inner cities. Under
pressure from community activists, many banks have sought to demon-
strate their commitment to the goals of the CRA by initiating or expanding
support for CDC-sponsored developments. In 1991, out of these battles
over the CRA, LISC and the Enterprise Foundation—along with activist
groups such as ACORN and the Center for Community Change—formed
a new Community Reinvestment Coalition that is funded by several large
national foundations. The coalition will help to coordinate the work of the
nonprofit sector and other housing advocacy groups around CRA-related
issues.

All three legislative victories are important steps. But Congress has not
restored housing even to the level of federal assistance of the pre-Reagan
years. In 1981, the U.S. housing budget was $33 billion. By 1989, it had
fallen to $9 billion. In 1992, it had increased only slightly, to about $11 bil-
lion. Federal housing policy continues to be both inadequate and distorted.
Today, according to HUD, only 29 percent of eligible low-income renter
households—4.07 million out of 13.81 million—receive any kind of fed-
eral housing subsidy (Casey, 1992). Even fewer low-income homeowners
receive any subsidy.

In contrast, most affluent Americans—many living in mansions—get
housing aid from Washington through the regressive homeowner income
tax deduction. This tax expenditure cost the federal government more than
$47 billion in 1991 alone. About one-third of this subsidy goes to the 3.8
percent of taxpayers with incomes above $100,000, and about 12 percent
goes to the wealthiest 1 percent of taxpayers with incomes above $200,000.
More than half of these tax breaks (51.6 percent) go to the 8 percent of tax-
payers with annual incomes above $75,000. Yet half of all homeowners do

not claim deductions at all. Tenants, of course, don’t even qualify (Dreier
and Atlas, 1992).
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The closest thing to a Canadian-style social housing program is legis-
lation sponsored by Representative Ron Dellums of California called the
National Comprehensive Housing Act. This bill, drafted by an Institute
for Policy Studies task force, calls for an annual expenditure of $ 50 billion
(IPS, 1989). The federal government would make direct capital grants to
nonprofit groups to build and rehabilitate affordable housing, as well as to
purchase existing privately owned housing for transfer to nonprofits. These
homes would remain in the “social” sector, never again to be burdened
with debt. Occupants would pay only the operating costs, which would be
dramatically lower than what poor and working-class families currently
pay for housing. The Dellums bill is clearly a visionary program but not a
winnable one in the current political climate.

A Constituency for Affordable Housing?

Currently, America’s housing advocacy movement—and the nonprofit
housing sector within it—lacks the political support to significantly reord?r
the nation’s misguided housing priorities. The hard truth is that housing is
still 2 marginal issue in American politics. It was not a major issue in the
1992 presidential campaign, and it is not a “win or lose” issue in congres-
sional campaigns. When journalists write about key domestic issues, they
include health care, child care, education, and usually crime and the envi-
ronment, but rarely affordable housing.

Part of the housing advocacy movement’s difficulty is that the cur-
rent political climate is hostile to activist government. The conserv'at‘ive
agenda—deregulation, privatization, reduced social programs, opposition
to taxes, overt and subtle appeals to racism—has dominated the pub-
lic debate. Federal housing programs are caught in the cross fire. Much
of the public is convinced that government in general—and government
housing programs, in particular—doesn’t work. To most citizens? gov-
ernment housing programs mean publicly owned or publicly subsidized
projects in poor repair. In fact, public housing is often used as a metaphor
for the failure of activist government. The most recent HUD scandal fed
this skepticism. Most people believe that low-income housing programs
reward some combination of government bureaucrats, politically con-
nected developers, and people who engage in antisocial or self-destructive
behavior.

The housing advocacy movement has, for the most part, been unable to
put forward an alternative vision with broad appeal. It has yet to find a
way to frame the issue so that it appeals to middle-class people and sub-
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urbanites. Community-based nonprofit housing has the potential to remedy
this situation. It is an alternative to “government housing” that plays into
conservative themes of self-help, voluntarism, and entrepreneurship. For
example, a New York Times story of March 8, 1992, about an Enterprise
Foundation-—assisted project in Brooklyn carries the headline: “How to
Build Low-Cost Housing the Private Way.” But whether this approach
will succeed is still not clear because ultimately even the nonprofit sector
requires more government money to succeed.

Politically, the constituencies engaged in the housing issue are extremely
narrow. The coalitions that promoted government-assisted housing from
the 1940s through the 1970s—builders, mortgage bankers, unions, and
housing activists—fell apart in the 1980s. During the past few years, there
has been some effort to broaden the housing constituency, but it has been
only marginally successful.

Some sectors of the business community have begun to recognize the
importance of the housing problem in terms of the nation’s business cli-
mate (Dreier, Schwartz, and Greiner, 1988). As with health care and child
care, high costs in housing are increasingly becoming a barrier to business
profits. If the American work force is to be competitive in an increasingly
global economy, some argue, individual employers cannot be burdened
with subsidizing housing, health care, child care, and other living costs.
The success of some of America’s competitors is due, in part, to the role
their governments play in subsidizing these costs. In recent years, a grow-
ing segment of the American business community has become sympathetic
to some version of government-sponsored universal health care and child
care. Housing may be the next item on this agenda.

A few unions are beginning to focus more seriously on affordable
housing. For the building trades unions, the reason is obvious: the poor
housing industry is causing high unemployment among building trades
members. More housing means more jobs and a jump-start for economic
recovery. Nevertheless, this recognition has not yet galvanized the Building
Trades Council, much less the AFL-CIO, to focus attention on a national
housing policy as it has, for example, on national health care.*

Other activist constituencies—women’s groups, seniors, civil rights
organizations, and environmentalists—also have a stake in the housing
struggle. Among environmentalists, there is a natural alliance around such
issues as lead paint. Women’s groups rally around the feminization of
homelessness and the importance of linking subsidized housing with human
services. Civil rights groups respond to the persistence of redlining and
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housing discrimination. All may eventually find common cause with the
hundreds of nonprofit developers that have been struggling for over a de-
cade not only to provide affordable housing, but to make the issue of
affordable housing a higher priority of United States policy.

CONCLUSION

What housing lessons can the United States learn from C.anada? The (;ana-
dian experience demonstrates that it takes time to build the capacity of
the nonprofit sector. There are no quick fixes. It cannot be done if housmg
policies zigzag, making it impossible to build up the staffing and organi-
zational infrastructure needed to make the nonprofit sector a real pla?'er
in the housing business. Canada has spent almost thirty years developing
and investing in a nonprofit housing system with clear guidelines, depend-
able funding, and strong (often community-based) nonprofit developers
and managers. In the United States, it will take at least a decade to move the
country’s nonprofit housing sector from the margins to the mainstream.
But Canada shows that the incubation process pays off down the road.

Canadians have recognized that for a social housing program to be suc-
cessful, nonprofit production is not enough. It must also bfa ‘accompamed
by social ownership that provides for long-term affordability and keeps
the housing in the social sector.

Both the U.S. and the Canadian experience shows that there are no cbeap
or easy solutions to the housing problem. Housing is expensive. There is no
way around this fact. No magic formula is going to lead to low-cost pro-
vision of high quality housing for lower-income peoPle. Good, affordabl.e
housing for everyone, just like good, affordable, universal ‘health care, is
fundamental to human well-being. The commitment of society—through
government spending—is necessary.

More broadly, Canadians still believe that government can helR solve
social and economic problems—and they are more willing than Fhelr U.S.
counterparts to pay taxes to make government work. Canada"s third sector
housing movement, moreover, is part of a strong progressive movement
(including community-based organizations, churches, and labor. unions)
supporting candidates and policies that address the needs of V\{orkmg-class
and middle-class populations. Further, because Canada’s social programs
are broad based, they are not stigmatized as targeted solely to the poor. In
the United States, the view that subsidized housing is a welfare program
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primarily serving inner-city minorities undermines its support among the
economically pinched white middle class. Canada has its share of racial and
ethnic hostility, but these tensions have not become an excuse to dismantle
government social programs.

Canada’s housing policy is part of its overall progressive approach to
social policy. The distribution of income is similar in the two countries.
As in the United States, about one-seventh of the Canadian population is
poor. Housing subsidies do not alone account for the comparatively better
living conditions of Canada’s poor and working-class families. A univer-
sal health insurance program, a good unemployment insurance program,
and a variety of family support programs play roles in creating a relatively
better housing and urban quality of life for Canadians than for Americans
(Hanratty and Blank, 1992).

This progressive approach is also reflected in the tax system. Canada
does not allow mortgage interest or property tax deductions for home-
owners. In the late 1970s, when inflation and interest rates were very high,
a proposal to introduce such a tax deduction for Canadian homeowners
was defeated and is no longer seriously discussed because of its inequity
and its potential impact on the federal deficit. Even though Canadians do
not enjoy this tax benefit, the homeownership rates in the United States
and Canada are virtually identical.

A major reason why Canada can afford strong housing and other social
programs is that only a very small portion of the federal budget goes for
defense. Housing advocates in the United States hope that the collapse
of communism and changes in their country’s competitive position in the
world economy will result in a “peace dividend”—cuts in the bloated Pen-
tagon budget—that can translate into expanded budgets for affordable
housing and other social needs. Some members of Congress are likely to
view defense cuts as an opportunity to reduce the budget deficit rather than
to address the domestic agenda. But the Clinton administration and the
present Congress have pledged to address domestic concerns. To do this
will require a major shift from military to civilian spending.

As America’s housing crisis deepens, it could become an explosive politi-
cal issue. Policymakers will be looking for new approaches and solutions.

The recent HUD scandal provides an opportunity to rethink how
housing is delivered for the many U.S. citizens who are not well served by
the marketplace. Clearly, the nation must spend much more on housing if
it is to address the growing housing needs of its people. But even if Con-
gress were willing to find the funds—by cutting defense spending or raising
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taxes on the wealthy and big business—it would be difficult to convince the
public that its money had been well spent if it wound up lining the pockets
of politically connected builders.

The nonprofit approach provides an alternative. It should appeal to Re-
publicans who emphasize self-help, entrepreneurship, and grassroots ini-
tiative. And it should make sense to Democrats who want to show that
government programs can serve the needy without getting entangled in
wasteful bureaucracy or political favoritism. Canada has demonstrated that
social housing can work on a major scale. The United States should learn
this lesson from its neighbor to the north.

APPENDIX: COST CONSIDERATIONS IN CANADA’S
SOCIAL HOUSING PROGRAM

In 1986, in order to encourage the provinces to become more active in
housing, the federal government entered into agreements with each prov-
ince whereby the province plays a more significant role in implementing
federal social housing programs in its jurisdiction. In exchange, the prov-
inces began paying a share (about 25 percent) of the program costs (Banting,
1990). Prior to that time, the federal government financed the full subsidy
cost of the nonprofit program.

Attempts by political conservatives and the real estate lobby to replace
Canada’s social housing supply programs with a U.S.-style private rent
supplement or voucher approach to housing subsidies have been vigorous
at times. Canada has a small private rent supplement program, which dates
back to 1970. Over the past decade new commitments have averaged about
1,500 units per year, mainly to address special situations in different re-
gions of the country (CMHC, 1992b). Instead of any conclusive evidence
about the comparative long-term cost-effectiveness of the options—analy-
sis that s very difficult to carry out in a convincing and conclusive fashion—
commonsense arguments have, in the end, carried a great deal of weight in
the public debate.

The Ontario Government’s Ministry of Housing recently examined the
average per unit subsidy costs for its huge public housing portfolio (about
84,000 units), for its private sector rent supplement program (20,000
units), and for the monthly subsidy cost of the new nonprofit housing units
it is providing this year (with a total of 117,000 nonprofit housing units in
the province). These figures do not offer any conclusive proof in the debate
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between the cash transfer approach (rent supplements and/or vouchers)
versus the in-kind transfers approach (social housing supply), but they do
shed light on the issue of long-term versus short-term cost-effectiveness of
each approach. The 1992-93 subsidy costs for public housing, which in-
cludes both the federal and provincial share of the subsidies, is under $300
Cdn. per unit, which includes the average capital costs per unit of a large-
scale repair to the portfolio. These costs are less than the $400 to $500
per unit average for the private sector rent supplement units. The average
monthly subsidy cost of the new nonprofit housing units is about $950 per
month (Housing Policy Branch, Ontario Ministry of Housing, Toronto,
Jan. 1993).

As in the case of homeownership, however, the monthly costs of the non-
profit housing units are the highest in the initial years. These costs decline
over time. Like the public housing units, nonprofit units will eventually
have a relatively low per-month subsidy cost. The nonprofit housing pro-
gram, therefore, even with its higher initial costs, is eventually much more
cost effective than the rent supplement program. This cost comparison data
for the public sector only confirms what many people know at a personal
level: owning a home is cheaper than renting over the long term. This con-

clusion was verified recently in a study carried out for the Canadian Home
Builders’ Association:

In general, owners’ shelter costs are greater than renters’ for several years fol-
lowing the purchase of a home. However, over time, rents rise with inflation
while the main component of owners’ shelter costs (the mortgage payment)
stays relatively constant (except when interest rates rise). As a consequence,
over the long-term, owners’ shelter costs are significantly lower than renters’.

This is particularly true once the mortgage is repaid. (Clayton Research Asso-
ciates, 1992: i)

The analogous choice in the housing subsidy cost effectiveness debate is
between owning (public or nonprofit housing options) versus renting (rent
supplement or housing voucher options).

Until the third major revision in the government’s social housing fund-
ing formula, co-ops and other nonprofits had a similar funding formula. In
1986 the federal government and the cooperative housing movement agreed
to experiment with a new mortgage instrument for co-ops, substituting
the index-linked mortgage (ILM) for the equal payment mortgage (EPM).
Interest rates on index-linked mortgages are based on a fixed “real” rate
of return, the rate of return the lender wants after inflation, plus a variable
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rate that is adjusted according to inflation. Therefore no provision has to
be built into the rate of interest to take account of inflation risk, as there
is in equal payment mortgages. This makes the initial payments of ILMs
much more affordable to potential borrowers. To maintain the “real” rate
of return that the lender wants, the interest rate is adjusted periodically ac-
cording to the rate of inflation over the previous year (CMHC, 1986). After
five years the federal evaluation of the new mortgage instrument found that
lower than real interest rates for comparable investments were realized by
the ILM, making it “a more cost effective mortgage instrument than the
EPM,” resulting in savings that helped make the latest funding formula “a
more cost effective way to deliver cooperative housing” than the previous
formula (CMHC, 1992a: 329—330).

NOTES

1. We use the word “subsidized” to describe housing that receives direct govern-
ment grants, loans, or insurance that lower the cost of that housing to below-market
levels. We do not include housing whose owners reccive tax breaks like mortgage
interest deductions or accelerated depreciation and whose owners are not required
to target that housing to lower-income residents.

2. The United States opted in the 1960s and 1970s to replace its public housing
program with incentives such as tax write-offs, discount mortgages, and rent sub-
sidies to induce for-profit developers to build housing for the poor. One such in-
centive was an escape clause that required developers to keep rents targeted for the
poor for only twenty years. The public housing supply program was, in essence,
privatized. The taxpayer still paid for the project, but a private developer built and
managed it in exchange for owning it and being able to cash in on the land and buiid-
ing value twenty years later. The program thereby guaranteed a rolling depletion of
private low-rent housing built at public expense. This American approach has cre-
ated a highly unstable low-rent housing stock. At the bottom end, many subsidized
units were thinly capitalized and badly managed. Many were abandoned by their
owners; one-third of the projects in an early HUD rental subsidy program were
ultimately foreclosed. At the opposite end of the market, the financially successful
units were also at risk of being withdrawn from the supply of affordable housing,
as landlords saw opportunities to convert them to market-rate rental apartments
or condominiums, particularly in the hot 1980s housing market. Congress inter-
vened in 1990 to restrict the landlords’ options, but at the extremely costly price of
providing further bribes to prevent them from withdrawing from the government
subsidy program. In addition, the allocation of profitable housing subsidies has
been chronically vulnerable to political favoritism. Scarce grants often went not to
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the best developers but to the best-connected ones. The recent corruption scandal
at HUD was popularly reported as a story of how Reagan administration officials
steered scarce subsidies to political insiders. But the real issue at HUD concerns the
roles that government, private developers, and community organizations ought to
play in an effective national program for affordable housing.

3. During the early 1980s, CMHC sought to develop an improved method of
determining housing need. What is now called the Core Housing Need Model
is an indicator of total housing need combining measures of housing adequacy,
suitability, and affordability. It is based on data collected every two years from a
specially designed Shelter Cost Survey carried out for CMHC by Statistics Canada,
a government agency (CMHC, 1991). Similarly, the Bush administration sought to
undermine support for subsidized housing by targeting assistance exclusively to the
poorest of the poor. For a discussion of targeting in the United States, see Nelson
and Khadduri (1992) and the comments by Stegman (1992) and Cavanaugh (1992.).

4. Indeed, there appears to be an emerging conflict between CDCs and unions.
This controversy has been simmering for several years. It boiled over in a New York
Times story (February 24, 1992) about a union picket of a single-room-occupancy
project in Times Square sponsored by a nonprofit group (Common Group, Inc.)
with funding from the City of New York. The issue was whether the contractor was
nonunion. Nationwide, in the current recession, with very little new construction
on large-scale projects, the building trades unions have begun to focus on smaller-
scale projects, including housing. With the costs of financing, land, and materials
relatively fixed—and limited subsidies for tight budget housing projects—many
nonprofit groups look to save money on “labor costs.” This puts them in direct con-
flict with unions, which fought hard over the years to raise the working conditions
and wages of their members. This is not a problem in Canada, where the labor
movement is strongly supportive of social housing programs and where unions
and social housing developers are allies within the NDP. As a result, most social
housing projects use union workers.
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