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Waorkforce housing is 2 term that is increasingly used by planners, government, and organizations concemed with housing policy or
advocacy. It is gaining cachet with realtors, developers and lenders. Workforce housing can refer to any form of housing, including
ownership of single or multi-family homes, as well as occupation of rentat untts. Workforce housing is generally understood to mean
atfordable housing for households with eamed income that is insufficient to secure quality housing in reasonable proximity to the
workplace,
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Overview

Consideration of workforce housing includes these four principal factars: 1]

Warkforce

The term "worldoree” is meant to connote those who are gainfilly employed, a group of people who are not typicaily understoed to be
the target of allfordable housing programs. Workforce housing, then, implies an altered or expanded understanding of affordable
housing. Workforce housing is commuonly targeted at "essential workers” in a2 commanity ie. police officers, firemen, teachers, nurses,
medical personnel. Some communities define "cssential™ more broadly to include service workers, as in the case of resort cammunities
where one finds high real estate cosls and 4 high number of low-paying scrvice jobs essential to the lncal economy. Warkforee housing
may be targeted more generally at certain income levels regardless of Lype of cmployment, with definitions ranging from 50% to 120%
of Area Median Income {AMTI).

Affordahility

Mortgage lenders typically impose a limit of 28% to 36% of household income allowable for principal, interest, uxes und insurance
(PITI). Pricing calculations aimed at renters, who represent approxinately one third ol US househelds, define a desirable workforce
housing cost as at or below 30% of household income. Affordability is a function of the relationship between ane's income and the
housing costs of the area, which leads to variation in the percentage of AMI that may be used to describe people who might need

workforce ht:)usiﬂg.sz
Froximity

Most appropriately, “workforce housing” is locaied in or near cmployment cenlers. The expanding distance between gainful
employment aad housing made affordable by the iIncome it provides has caused people o seek housing on the periphery of setiled
areas. This is cited as a contributor to urban sprawl, typified by traffic congestion, lengthy commutes, convenience stores and strip
retail cemiers, and the rapid consumption of open space due to the building of new homes taking place at the onter edges of
metropolitan arcas where land is typically cheaper. While prevalent in US metropolitan areas, workforce housing issues may arise
anywhere that land values or ¢ther restrictions on creation or availability of quality affordable housing units are coastrained by zoning,
market forces or physical boundaries.

Quaality and Supply

in recent decades, federal programs have focused on providing housing subsidy or vouchers, or building and maintaining public housing
projects for low income houssholds. [ousing affordability for all others has been supported mainly through programs for hame buyers.
aspecially through mortgage financing. Whether seeking to rent or to buy, in areas facing an identified shortage of workforce housing,

such units as can be found in close proximity to workplaces are often of poor s;;ualil::.f.[31 New housing built during the economic boom
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has included low numbers of aftordable units, affordable units arc often means-tested to exclude all but the poorest residents, and the
[ess expensive housing tends to be built at a distance where kand is cheaper. Proximity to work often means a tradeoff in qualily of
housing stock, school quality, personal safety. In real terms, living in low quality housing or marginal neighborhoods is a tradeofl
hetween access t income and access 1o resources such as rising home equity or quality education,

History

The concept of workforce housing has its early roots in the ski towns of Telluride and Aspen, Colorado, In 1974, in response to locals
not being able to purchase homes due to the disparity between wages and the cost of homes and land rising sharply due to buyers from

New York and Hollywuod, a conference was organized at the Aspen Institute [ 1n Aspen a plan was developed 1o create a sceondary
and separale "local worker" housing market which was based on local wages and affordability. One standard tool invented {o create
affordably priced homes for local workers that would stay affordable for fiuture generations was a deed restriction, which in its most
simple form stales that to qualify for purchasing a home the applicant must live in the community, not owa another kome in the
community, must work csscntially full-time and must have lived in the commumity for a mininman period of time, Also, the cwaer can
only sell the home to someone that meets the same criteria. Later provisions added over the years of "trial and error” include income
restrictions te qualily, and cap rates on the amount of profit an owner is aliowed to make in order to guarantees that the home witl
remain affordable forever. Three per cent per annum has been a justifiable number over the vears.

‘The workforce housing problem seemed to be an gnomaly in the ski resorts, made worse due to limited land for deveiopment due to
mountains and tederally owned land, which made "sprawling” unrcalislic. Instcad, it seems to have been a precursor to the problems
now facing vacation communities and metropolitan areas all around the country and the world. Tn the early 2000s record low mortgage
interest rates spurred a nationwide surge in housing demand. Record housing eonstruction and record housing prices in many
communities drove land costs higher. Construction materials and labor cosls, propelled by disastrous horricanes in 2004 and 2005 that
damaged or destroyed hundreds of thousands of homes in Florida and on the Guli Coast, amplificd the problem to create a critical
dilermma: in many conumunities, average income houscholds cannot afford a median-priced home.l*] 1o a while, the low interest rates
and availability of creative financing options bridged the pap between housing costs and income for some households, enabling people
1o obtain mortgages that consumed more Lhan 36% of their tncomce or to use rising eguity in their home to compensate for the
affordability gap. The subprime mortgage crisis aund current ceconomic downturn raise questions as to the ability financing tools and
private developers to eftectively solve current or fulure alfordabk: housing shortages.

Housing has played an impaortant role in economic advancement and the growth of America's middie class. Federal housing policy has
al times in the past created programs to assist the population currently targeted for workforce housing. For instance, after World War T
the necds of retuming veterans and the haby boom led to the GI bill which included provisions for favorable mortgage terms and fueled
suburban development, creating affordable home ownership oppertunities for a generation of Americans. Public housing projects ako
provided rentat housing to many urban families. In later decades means-testing, white tlight, and mismanagement would change the
nature and perceplion of public housing, but in mid-century America they were still providing quality, affordable housing to thousands
of working and middlc-class familics.

A Critical Problem

Today there exists a policy gap to fund workforce housing development. Federal programs through HUD or state governments are
peared towards low income programs designed for people that make less than 60% of Area Median Income (AMI). One program is the
Law-Incame Housing Tax Credit which mainly spurs development of remtal properties. Worktorce housing is designed for people that
makc 30% to 120% of ANMT—an income strata that is largely unserved and unaddressed by both Federal and State programs aside from
FHA loans. Affordable housing for the working and middle classes is largely left to individual municipalities and counties to deal with,

Families that fall into this income category have Tound it difficult 1o purchase 2 home that is localed in the arca in which they work, and
that is adequate for their needs. In response, many families have taken Lo "drving {or allordability”, or "drive till you qualify” to own u
decent home with quality schools ard a low crime rate. This set of circumstances has cavsed average commuting time to expand. It
often necessitates ownership of a car which creates an added financial burden as gas prices rise. This trend has also caused congestion
and the neced to entarge the highway system af huge costs. This trend has fueled homebuiiding, but some municipalities have found it is
difficult or impossible to generate enough new revenue from development to sustain or expand the infrastructure needed for this type of
growth, which has come 10 be referred to as sprawl. Critics of suburbia describe a host of social costs stemming from these settlement
pattemns characterized by single-family homes, residential and commercial districts separated by zoning, and the lack of ransportation
alternatives o the personal vehicle in order tol access employment, recreation, services and education. Bowling Alone is one such
critique. i

An alternative to commuting is 1o locale housing close to the workplace. This vplive can be limiled by prive. An overall Joss of
affordable housing units to redevelopment and genirification has contribuied o the shortage n most citics. Remaining urban housing
options are often undesirable due 10 issues of quality. Since the 19505 Americu’s urban centers have suflered from pervasive social

2of4 W3/2012 1:04 PM



Workforce housing - Wikipudia, the free encycloped:

problems, exacerbated by the loss of workin
trban redevelopment has enhanced the eco
tonrist areas, and upscale apartment buildin
amenities, cities have failed to compete with

and middle class houscholds, ereating concentrations of extreme wealth and poverty,

omic base of cilics like with new office buildings and entertainment venues, hotels and
5. But withowt successful schools, safe playgrounds and neighborhoods, and other basic
neighboring suburbs to attract and retain moderate income residents. Issues such as crime,

unstable property values, low quality rental stock, and high concentrations of poverty created by low-income housing projects, further

deter people from choosing to live near workl

Study and Policy

Systems like original Aspen scheme have not

proliferated. However, the issue of workforee housing continues to affect

non-metropeiitan communities, particularly resort communities where one {inds the acute effects of the triple impact of high land

values, land limited by geographic features (i
Currently, the majority of advocacy and poli

e. coastine or mountaing} and a prevalence of lawer paying service-sector employroent.
y activity is centered on metropolitan arcas with hoesimg costs higher than the national
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average.

The term "workforee housing” is appearing in policy discussions at national and state levels. While typically defined by local terms -
area median iacome, fair market rent, and the employment base of the particular region - without the ability fund initiatives or to create
sulficienl incenlives or mandates, & is diffice]t to have any impact on affordable housing. As with all affordable housing initiatives,
local governmunts may usc cxisting tools like inclusionary zoning, upzonings, density bonuses to create desired outcomes. Inceatives
may include waiver of fees like building permit fees, water and sewer fees. Real estate wansfer taxes and retail sales taxes may provide
funding i statcs where local governments hake the power to raise revenue in this way. In Missourd, some examples of policy
recommendations fur changes at the state level that might accelerate creation of worktorce hovsing include bond issues to find

projects, and mandated inclusion of workforge housing in the compreheasive plans required for the siaic's largest municipaliﬁcs.rﬁ]

Metrics to define and address the issuc of wopkforce housing are evolving. Many organizations cite the NLIHC report "Out Qf

Reach"! which includes dara maps to illustrate the mismatch between housing and incomes across the country. A 2010 repod [rom
the Washington, D.(. basred non-profit Urban Land Institute entitled "Priced Qut” is one example of in-depth study for a specific area.
It provides an overview of workforce housing issues in the Boston Metropolilan chion.[sl ULI concludes that the Boston area is
25,000 units shy of the nzmber needed to hoyse the current workforce, and will face a shortage of un addilional 11,000 umits by 2020.
While this example is drawn from one of the inost acutely affected areas of the country, it illustrates the usclulness of defining the
scope and scale of the problem as a necessary precursor to solving it. The report also includes examples of some typical Boston region
families to illustrate that workforce applies to people who are typically perceived to be middle class, such as assislant college professors
and civil engineers. Many workforce housing.advocates hope that it may find broader support than previous allordable housing
iniliatives, hecause it is targeted towards essential members of the commaunity and towards people who are perceived to be
hard-workmng, good neiphhors who will not n?gatively impact real estate values, and more deserving than those who are truly poor.

The National Association of Realtors, the C()qinll)"s largest trade association for real estate professionals, now offers a Warkforce
Housing Certification and support for related }pmjacts through the ira Gribin Worktorce Housing Grant.”)

Legislation and Projects

In the Catifornia Bay Area affordable worldfofee housing has been targeted to retaiin teachers when il was discovered that high housing
costs were a main reason for high turncover. One developer received a density bonus, i.e. the right to build more units than current
zoning allowed, in exchange for providing un its geared lowards people making 80-120% of AMLT s6npma County, CA is imposing
imnpact fees (o fund workforee housin 11

Florida has faced record growth for most of its history, including during the recent economic boom. The Florida Housing Coalition has
served for almost 20 years as one of the leadibg U.S. innovators in housing advocacy and helped to create the Sadowski Affordable
Housing act in 1991 1% The South Florida %rkforcc Housing Indiative has compiled a comprehensive list of approaches to promote

workforce housing development, ranging ﬁ-on? land banking and financing options, to zoning recommendations and incentives.13]

New Hampshire passed workfarce housing Ie?slaﬁon in 2008 U ang plans for the first project to be built under this legislation were
approved in 2010117 '

In 2008 New York cnacied the Long Island orkforce Housing Act which received support in part because lonp-time residents are
sceing their young adult children move away due to housing costs.19}
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