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Lower Rent Means More Cash for the Basics:
Affordable Housing Would Save DC’s Lowest-Income Families An Average

of $10,000 Each Year
By Kamolika Das (former staff)

The disappearance of affordable housing in DC
has left most extremely low-income residents
paying more than half their income on rent and
utilities each month, putting enormous stress on
family budgets and leaving many at risk of
eviction and homelessness. Creating more
affordable housing would not only help DC
residents stay in their homes and communities, it
would also dramatically increase their available
income by lowering severely burdensome rents.

Reducing rents for DC’s lowest-income families
to 30 percent of their income—the federal
standard of affordability—would increase their
income by an average of $820 per month, or
almost $10,000 per year. "

Adequate affordable housing is a racial justice
issue. Residents of color represent nine out of ten
households that pay more than half their income
on rent, a result of the legacy of systemic racism
institutionalized through racially restrictive
covenants and government policies, combined
with current barriers to opportunity.>* One-fifth
of residents in Wards 7 and 8 are concerned that
rising housing costs will displace them in the next
three years.” Recent history supports their fears:
over 20,000 Black DC residents were displaced
from their neighborhoods between 2000 and
2013, according to a report by the National
Community Reinvestment Coalition.*

Having hundreds of extra dollars a month would
create more financially stable households that are
better able to benefit from and participate in DC’s
growing economy. With more disposable income,

families would be able to buy more nutritious and
adequate food, parents would be able to support
their children’s education, and families would
have easier access to health care.”® More
disposable income in DC’s lowest-income
communities would also help attract grocery
stores, maintain local businesses, and support
racially- and economically-diverse communities.

The District invests in a number of affordable

housing tools, but these investments are not
meeting the need. At minimum, the District

should expand affordability by:

e Investing adequately in all of the District’s
complementary housing tools to better serve
extremely low-income households.

e Ensuring no deeply affordable housing units
are lost during the DC Housing Authority’s
‘repositioning’ plan.

e Investing in affordable housing units for
larger families.

e Updating zoning to accommodate denser
development near high-opportunity, transit
areas.

e [Expanding and strengthening rent control.
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The District is uniquely positioned to address this
challenge given its strong economy. DC has the
resources to make sweeping investments in
affordable housing programs that benefit families
who have been excluded from DC’s growing

prosperity.

WHAT IS A LOW-INCOME HOUSEHOLD?

This report refers to households earning 30 percent
of the area median income (AMI1)—$36,400 a year
for a family of four—or less as “lowest-income
households” or “extremely low-income households.”
Households earning 50 percent of AMI—$60,650 a
year for a family of four—or less are referred to as
“low-income households.” Further, “cost burdened”
means that a household is paying 30 percent or
more of their income towards housing, and
“severely cost burdened” means they are paying
more than half of their income towards housing.

Most Extremely Low-Income DC Renters
Spend Half or More of Income on Housing

The District has approximately 39,500 extremely
low-income renter households who pay over 30
percent of their income on housing—that’s
enough people to fill the Capital One Arena more
than three times over.” ' Low-income renters
struggle with rental costs more than they did a
decade ago."" The share of renters struggling to
pay rent has slightly increased since 2007, yet the
share of homeowners struggling to pay their
mortgages has dramatically declined during the
same time period.

DC’s cost burden falls along racial and geographic
lines. Wards 7 and 8, where approximately 90
percent of residents are Black, have the highest
percentages of cost-burdened renters at 55
percent and 63 percent, respectively, compared to
only 44 percent, on average, in the remaining six
wards. "

DC’s severe affordable housing challenges (i.e.,
paying more than half of income on rent) fall
most heavily on extremely low-income renters, or
those making under 30 percent of AMI. However,
the District’s recent housing investments have
barely made a dent in addressing the housing need
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among this income group (Figure 7). Whereas
nearly two-thirds of extremely low-income
households spend over half their income on rent,
many pay 80 percent or more of their income on
rent (Figure 2).

Some households may receive cash assistance or
food assistance through the Supplemental
Nutrition Assistance Program, but these programs
do not guarantee even a subsistence level of
income. Residents in this situation are forced to
make grueling tradeoffs between rent and other
necessities on a daily basis.

FIGURE 1.

The Needs of DC's Lowest-Income
Residents Far Outweigh the District's
Affordable Housing Efforts
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FIGURE 2.

How Much Extremely Low-Income Renters
(Those Earning Below 30% of Area Median
Income) Spend on Housing
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DC’s Affordable Housing Investments Do
Not Reach the Lowest-Income Families

DC’s growing rental affordability challenge
reflects the fact that incomes for extremely low-
income households have remained flat while
rising rents have eliminated nearly all low-cost
housing options in the private market and
affordability requirements have expired for

countless buildings. " Throughout the District, the

share of units renting for less than $1,000 per

2017, when adjusting for inflation; during the
same time period, rental units costing $1,600 or
mote increased over six fold. "

The District invests in a number of affordable
housing tools, but these investments are not
meeting the need.

e Nearly 40 percent of the “affordable”
apartments the city has supported with public
dollars in the last decade—from programs
including the Housing Production Trust Fund
(HPTF), the Affordable Housing Preservation
Fund (AHPF), Inclusionary Zoning, the
Tenant Opportunity to Purchase Act, and
tenant vouchers—are affordable to households
making under 30 percent AML. "

e HPTT, the city’s largest affordable housing
tool, is required by law to direct at least 50
percent of its funds to housing for extremely
low-income residents, but this target is rarely
met. '’

Just a fraction of households that are eligible for
economic security programs receive them in part
because demand for them far exceeds supply.

e Less than a quarter of families in the District
receiving Temporary Assistance for Needy

month fell by 38 percentage points from 1990 to

Families benefits received housing assistance

COMMUNITY VOICES:
“When we get paid, we eat fresh food. Towards the end of the pay period, we end up choosing cheaper,
unhealthy, processed food.” - K.
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K. and her family initially lived in public housing, where she was technically supposed to pay 30 percent of her
income on rent. However, this didn’t always end up being the case because of flaws in the rent determination
system. K. criticized the system’s lack of transparency and not being told which income sources were included in
the assessment of her rent. She knew of others who had to wait years to have their rent adjusted after a decrease
in income. When K. and her family moved, her new rent was $900, but unlike public housing, it did not include the
cost of utilities. Since many buildings that offer affordable, family-sized units are older, they are less energy-
efficient and she spends up to $500 a month on utilities.

As an eight-member family, the cost of transportation for the entire family is incredibly high and they second-guess
any trips outside of the home. There are also costs associated with school and daycare such as field trips,
uniforms, school photos, and everyday supplies like tissues and baby wipes. She will sometimes wait as long as
possible to buy new clothing and shoes for her children, instead mending old clothing and having her older children
wear her shoes. As stated in the quote above, it’s expensive to feed the entire family and she often starts the
month with fresh fruit and vegetables but ends the pay period with fruit cups and cheaper, processed foods. She
currently has a salaried position, but in the past, she often had to choose between working while ill and forgoing a
paycheck, which had cascading negative impacts. If she and her family had extra income, they’d be able to
consistently afford fresh food and save for emergencies.
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during FY 2015 although their incomes qualify
them for housing vouchers."’

¢ The DC Housing Authority’s waiting list for
public housing is currently closed with 27,190
households already on the list, and the
Housing Choice Voucher list is also closed
with approximately 40,000 prospective
applicants. '

Affordable Housing Would Mean
Thousands of Additional Dollars in the
Pockets of DC’s Lowest Income Families

Reducing the severe rent burdens that families
with low incomes face would free up hundreds of
dollars in their budgets every month, giving
families resources needed to live healthier and
more secure lives.

e Reducing rents to 30 percent of income for
DC’s lowest-income families—those making
under 30 percent of AMI—would increase
available income by an average of $820 per
month, or almost $10,000 per year."

¢ Reducing rents to 30 percent of income for
DC households at slightly higher incomes,
between 30 and 50 percent AMI, would
increase available income by an average of
$575 per month, or nearly $7,000 per year.

e This increase in available income would make
an enormous difference for families who
struggle to meet their most basic needs after
paying rent. An extra $820 per month could
help with Metro fare, groceries, utility bills,
school supplies, and a cell phone bill, among
other expenses (Figure 3). It would greatly
reduce the financial stress families face when
neatly all of their limited income goes to rent.

e Ifall extremely low-income households paid
only 30 percent of their income for rent, they
would have over $365 million more in added
income to spend in the local economy each
year, before taxes. This is roughly what DC
spends each year on the District Department
of Transportation and the Child and Family
Services Agency combined.”
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FIGURE 3.

What Does Nearly $820 Amount to For a One
Adult, One Child Household in DC?
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Cell Phone Gas & Electric WMATA Pass
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Groceries Internet a month
$375 $67

Source: The average monthly estimates above are from the DC
Council Budget Office’s ‘Economic and Policy Impact Statement:
Approaches and Strategies for Providing a Minimum Income in the
District of Columbia’ (February 2018).

Affordable Housing Creates Better
Opportunities for District Families

Most DC families with extremely low incomes
spend nearly all of their income on rent each
month. Creating a rent ceiling of 30 percent of
income for low-income households is essentially a
monthly cash infusion that would help alleviate
the constant burden of rent and utility payments.

Research demonstrates the positive impacts of
having adequate family income.?' The Earned
Income Tax Credit (EITC) is one of the most
effective anti-poverty programs in the nation. The
EITC, an annual tax benefit, allows workers to
keep more of what they earn, catch up on bills,
and offset some of the costs necessary to go to
work, such as transportation and childcare. The
longer-term impacts are even more striking,
including improved maternal and infant health
and increased educational achievement for
children, who see higher future earning power as
adults.” Having affordable housing would likely
be even more impactful since it infuses
households with more cash every month, not just
once a year, and because its average maximum
value is far greater than that of the EITC.

Throughout the 1970s, both the Nixon
Administration and the Canadian government
piloted negative income tax programs that
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guaranteed monetary assistance to families with
children. Analysis of the experiments found that
the extra income had positive effects on health,
homeownership, and child well-being.
Participants in the Canadian experiment used the
additional funds for employment training,
transportation, and other needs and services that
improved their quality of life.”

The bullets below describe in greater detail the
opportunities that would be available to low-
income families if they were to only pay 30
percent of their incomes on rent.

Affordable rents would:

¢ Improve Family Outcomes. A multi-site,
rigorous evaluation found that families that
received housing vouchers were 52 percent
less likely to live in overcrowded housing, 74
percent less likely to become homeless, and
moved about 35 percent less often than
otherwise-similar low-income families that
didn’t receive housing assistance.” Studies
have shown that families in affordable housing
dedicate more than twice as much of their
income to health care and insurance, while
cost-burdened adults are likely to forgo
preventative medical appointments, filling
prescriptions, and/or adhering to health care
treatments due to cost.” Preventive care
allows families to improve the quality and
length of life and alleviate pressure on public
health systems.
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Researchers have also found that low-income
families that receive housing vouchers spend
more on food than low-income families who
do not receive housing vouchers. One study
found that children in subsidized housing had
a 28 percent lower risk of being seriously
underweight than children in families waitlisted
for subsidized housing.** Housing affordability
and food spending are inextricably linked, and
access to adequate nutritious food plays a
significant role in children’s health outcomes,
engagement in school, and academic
performance.”’

Further, over a quarter of District households
under 50 percent AMI have no access to the
internet which makes it more difficult and
time-consuming to apply for jobs, help
children with homework, make doctot’s
appointments, pay utility bills, and perform
numerous other daily tasks. People with the
lowest incomes are most likely to cite cost as
the main barrier to having internet access at
home, according to national research.”®
Internet access helps children utilize online
research tools, easily collaborate on team
projects, and acquire technical and digital skills
that are critical for competitive colleges and

high-quality jobs.

e Stabilize Housing. The most direct impact of

this cash infusion is the lower risk of housing
instability and homelessness. A Joint Center
for Housing Studies analysis found that 11
percent of renters earning less than half of
AMI missed at least one rent payment in the
previous three months, which can eventually
lead to evictions and moves to lower quality
neighborhoods.” Young children who are
forced to move frequently perform worse than
their peers on measures of behavioral school
readiness and are nearly 20 percent less likely
to graduate high school.” Extra income would
allow households to more easily keep up with
rent payments and avoid moves, avoid
“doubling up” with friends or relatives, invest
in quality childcare, and otherwise support
their children’s needs. By remaining in their
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neighborhoods, families can develop a greater
sense of stability and stronger ties to the
community.

e Create a Stronger Economy. Because Wards
7 and 8—the two wards east of the river—
have the highest percentage of households (55
percent and 63 percent, respectively) paying
over 30 percent of their income on housing,
freed-up income would disproportionately go
to families living east of the Anacostia River—
most of whom are Black.” Additional income
for families in Wards 7 and 8 would boost
racial equity and create stronger neighborhood
economies where small businesses could
thrive.

Research demonstrates that low-earners are far
more likely to spend the bulk of any extra
income leftover after paying necessities
because they have less disposable income while
high-earners are more likely to save it since
most of their needs are already met.”>
Creating economic growth at lower income
levels would likely contribute to a positive
cycle of increased aggregate spending, higher
employment levels, and a stronger economy.

Steps for Creating a Thriving DC

The District should invest in safe and affordable
housing for the its lowest earners by taking the
following steps. While these are not
comprehensive, they would help advance the goal
of expanding affordability:

e Invest adequately in 2// of the District’s
complementary housing tools to better
serve extremely low-income households.
More specifically, invest at least $250 million in
the HPTF to help build and preserve
affordable housing. In order to meet the new
requirement that 50 percent of the funds serve
extremely low-income households, invest in
the Local Rent Supplement Program (LRSP) at
a proportionately high rate to help cover the
difference between rents that low-income
families can pay and the rents they face. At the
same time, the District should continue to
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invest in the Affordable Housing Preservation
Fund to aggressively preserve existing
affordable housing at risk of being lost.

¢ Ensure no deeply affordable housing units
are lost during the District of Columbia
Housing Authority’s (DCHA)
‘repositioning’ plan. Public housing is a key
source of stable, affordable housing for
thousands of the District’s extremely low-
income families. DCHA recently released a
plan to renovate or replace part of its public
housing stock because many properties are in
poor, uninhabitable conditions.* While the
housing units unquestionably need to be
renovated, redevelopment carries risks that
residents will be displaced from their
community.

One of DCHA’s approaches to use new
funding streams and transition properties out
of the public housing program—demolition
and disposition—could create a net decline in
the number of rental assistance units
available.” District leaders should enforce
current residents’ ability and right to return
after repairs by replacing each torn-down unit
with one of equivalent size in the footprint of
the original property, at minimum. Further,
new private owners and/or managers at the
redeveloped properties must not be able to use
more stringent screening criteria than DCHA’s
practices.
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e Invest in deeply affordable housing units
for larger families. Large, low-income
households face even greater issues finding
affordable housing. There are over 11,600
large renter households making under 50
percent AMI, and of those, three-quarters are
housing cost-burdened and over one-third are
under-housed.” The District should increase
rental subsidies for extremely low-income large
households to make the existing housing stock
more affordable. At the same time, the
District’s land use policies should incentivize
developers to create more affordable large
units.

e Update zoning to accommodate denser
development near high-opportunity, transit
areas. Affordable housing development is
expensive, especially in high-opportunity areas,
but one way to make it more affordable is by
encouraging the development of more homes
of different types and sizes. This should be
paired with additional LRSP funding to help
households pay the difference between what
they can afford and the cost of the unit. This
should also be implemented in conjunction
with other policies that protect existing, low-
income residents from indirect residential
displacement, such as rent stabilization and
property tax assistance.
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¢ Expand and strengthen rent control. The
District’s rent control laws are set to expire in
2020. A coalition of housing advocates have
suggested a number of improvements to cap
rent increases, expand the number of units

subject to rent control, and eliminate loopholes
for landlords.”

Conclusion

Addressing the needs of the District’s lowest-
income residents requires coordination and
partnership between District policymakers,
nonprofit and for-profit developers, local
agencies, and lenders, among others. Just this past
year, the District affirmed that displacement and
affordable housing are top priorities in the city’s
land use decisions and set a goal to add 12,000
new affordable homes throughout the District.”®
But there’s much more to do.

If the District hopes to keep lower-income Black
and Brown residents in the District and allow
their communities to fully thrive, DC
policymakers must ensure that no family spends
the bulk of their income on shelter alone.
Implementing this would admittedly be a costly
venture; but the social and economic returns on
guaranteed affordability for all District families
are arguably much higher.
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