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About this report

HB854 Statewide

N\ & —

Housing Study

Virginia ' OO
Housing fax DHED

AND COMMUNITY DEVELOPMENT

This is the print version of the HB854 Statewide Housing Study, a report commissioned by the
Virginia General Assembly to investigate housing needs across the Commonwealth and makes rec-
ommendations to state housing agencies, the General Assembly, and Governor’s Office for improving
housing affordability and opportunity for all Virginians.

The final report was delivered to lawmakers in January 2022 and is available on the Reports to the
General Assembly Portal page of the Division of Legislative Automated Systems (DLAS) website.

An HTML-based website version of this report is also available on the Department of Housing and
Community Development website (www.dhcd.virginia.gov). The data visualizations on this website
are interactive dashboards and allow users to explore charts in more detail.
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HB854 Statewide Housing Study

Current Efforts, Future Needs, New Strategies

January 2022

EXECUTIVE SUMMARY

House Bill 854 (HB854) directed Virginia Housing and the Department of
Housing and Community Development (DHCD) to complete a statewide
study on affordable housing. Pursuant to that requirement, this report is
the product of extensive research and engagement to understand Virginia's
current affordable housing landscape and to chart a path forward that
recognizes the importance of affordable housing to all Virginians.

Virginia Housing and DHCD are joint authors for this report. These agencies also received
support from an external Stakeholder Advisory Group and the nonprofit organization
HousingForward Virginia (HFV).

Per the bill's requirements, Virginia Housing and DHCD assembled a Stakeholder Advisory
Group (SAG) of thirty-nine housing experts who represented a wide range of regions,
industries, and demographics. Members shaped the report’s priorities, participated in
subgroups on specific policy issues, and helped design recommendations.

To aid both agency staff and SAG members, HFV was engaged as a research partner. HFV is a
nonprofit, nonpartisan research and education organization that regularly supports housing
studies throughout the Commonwealth. HFV contributed by administering surveys, analyzing
data, and researching best practices.

afl VIRGINIA
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AND COMMUNITY DEVELOPMENT
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RESEARCH AND FINDINGS

HB854 asked stakeholders to determine the current and future housing
needs of Virginians, including the availability of affordable housing across the
state. Data from federal, state, and other sources were compiled, analyzed,
and translated into major findings for the following topics.

Demographic trends

The demographics of Virginia will continue to evolve, but persistent disparities
between generations and racial and ethnic groups require continued efforts to ensure
opportunity for all.

Three fastest growing regions from 2010 to 2020

Northern Virginia 14.2%
Richmond 10.7%
Virginia, Richmond, and Hampton Roads.
. . 5 i, 0
These areas are consistently increasing in Norfarn SerEmeE el Shobi

diversity.

Virginia's population growth over the
past decade has concentrated along the
Urban Crescent, which includes Northern

Increase in number of Virginians
A dramatic rise in the older adult over the age of 55 from 2010 to 2019

population will call for new senior housing
opportunities across all parts of the + 549:000
Commonwealth.

o . . Over half (53%) of all Virginians 24 and under
Virginians born in this new century are in the Urban Crescent are Black, Hispanic, Asian,
much more racially and ethnically diverse multiracial, or another non-white race.

than previous generations.

] ] D Household sizes with largest growth
Housing options in Virginia should adapt from 2010 to 2019

to shrinking household sizes among both I-person 2-person
owners and renters in nearly every part of +7.4% + 6.4%
the state.




RESEARCH AND FINDINGS

Economic trends

Despite strong growth in the face of two major recessions, new economic
opportunities in Virginia are not equally distributed.

Total job loss in rural Virginia from
Jobs rebounded quickly in metropolitan January 2008 to August 2021

areas following the Great Recession

and COVID-19 pandemic, but total Over 26,000 jObS
employment levels in rural Virginia have

consistently declined since 2008.

Median household income
Black and brown Virginians suffered a

much higher rate of pandemic-related
job losses compared to white Virginians
and also consistently have lower average
household incomes.

$86,612

White, $69,220
non-HiISSanic $53.896
Black

Healthcare support occupations

Many of the state's fastest-growing job
sectors, such as healthcare support

occupations, offer below-average wages. 61% $28.090
These workers will have less income '

Job growth since 2010 Median annual wage in 2020

available for rent or mortgage.
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Housing inventory and production

Housing production has yet to recover to pre-Recession levels, while population and

job growth continues.

About 30,000 new homes are built in
Virginia each year.

However, this rate is about half the annual
production from the mid-2000s.

Statewide population growth remains
several percentage points above the
increase in housing supply, even as
shrinking average household sizes require
more homes per person.

Even in the Urban Crescent, Virginia's
housing supply is predominantly detached
single-family homes. These are also the
most common new homes built, along
with larger apartment buildings.

Townhomes and small-scale apartments—
which can be more affordable by design—
remain relatively rare.

Virginia's annual housing production peaked in
2004 and has not caught pace since.

2004 2020
63,215 33,813
Building permits Building permits

Population growth Housing supply growth
since 2008 since 2008

10.2% 8.7%

Residential building permits
by structure type since 2010

Single-family 67.9%

Large multifamily
(5+ units)

30.6%

Small multifamily

(2-4 units) 1.5%



RESEARCH AND FINDINGS

Homeownership market

Virginia's homeownership rate is consistently higher than the national average, but
recent declines may continue without a proactive response to changing demographics

and market conditions.

Compared to the average Virginian,

homeowners in the Commonwealth are
older, more affluent, and more white.

Homeownership among young adults is
declining, while in many small and rural
markets, a majority of homeowners are
more than 55 years old.

As of August 2021, the average single-
family home in Virginia sold for
$355,000—an increase over 30 percent
from five years prior.

Limited supply—especially of smaller
homes equally sought after by young
buyers and downsizing baby boomers—
has lifted prices and kept homeownership
out of the reach of many.

Virginia's Black-white homeownership gap

White Black

73% paotgweovvnership 480/0 homeownership

rate

Homeownership rate for 25 to 44 year olds

2010 58%
509% 2019

Months of single-family home supply available

August 2016 August 2021
6 months 1.6 months

“Starter home” sales as share of all transactions

2013 47% 41% 2021



RESEARCH AND FINDINGS

Rental market

Many low-income renters continue to be cost-burdened as the deficit of affordable
rentals grows and demand is ever-increasing.

Four in five renters below 50 percent

of their Area Median Income are cost-
burdened. This is more than a quarter of
a million households in Virginia—and that
number continues to rise.

Over half of Virginia's approximately
170,000 publicly-supported rental
apartments rely on Low-Income Housing
Tax Credits from Virginia Housing.
Without intervention, three-quarters

of these could be lost to expiring
affordability restrictions by 2040.

The current supply of federal Housing
Choice Vouchers is inadequate to meet
the need. For every household with a

voucher, another seven are eligible but do
not have one. Tens of thousands of low-
income Virginians remain on waiting lists.

Number of new affordable apartments
needed to eliminate cost burden among
Virginia's low-income renters

sif  +300,000

Potential loss of publicly-
supported affordable rental units
without additional investment
between now and 2040

63,450

homes

Housing Choice Voucher supply and demand

327,228

Cost-burdened

low-income 56,496 45,587

renters On HCV waitlists HCVs in-use




RESEARCH AND FINDINGS

Housing instability and homelessness

COVID-19 could undo Virginia's progress in reducing homelessness and stably housing

tens of thousands of Virginians.

Point-in-Time counts across Virginia have
shown a general decline in observed
homelessness—fewer than 6,000
individuals in 2020—although this was a
slight uptick from 2019.

On the other hand, housing instability
among Virginia's school-age children has
increased in the past decade.

COVID-19 has put thousands of low-
income Virginians behind on rent
payments, which in turn put landlords at
risk of missing their mortgage payments.

Virginia's national best practice for
delivering rental assistance to both parties
offers policy solutions to ensure long-term
housing stability.

Homeowners in Virginia have fared better
since the Great Recession and even during

the pandemic, due in part to the federal
foreclosure moratorium from March 2020
to July 2021.

Decline in homelessness from 2015 to 2020

Veterans Survivors of Persons with substance
domestic violence use disorders
604 1,039 1,101
395 551 654

Students living in a hotel, doubled up with another
family, or otherwise homeless

+ 17,000 <ooiean

In August 2021, nearly one in five (18.5%)
Virginia households were behind on rent or
mortgage and at risk of eviction or foreclosure.

To date, the Virginia Rent Relief Program has:

Processed over $477 million in assistance

Assisted more than 70,900 households

Statewide mortgage delinquency rate

Jan2010 7.0%
Jan 2015 4.0%
Dec 2020 1.4%



RESEARCH AND FINDINGS

Projections

Many low-income renters continue to be cost-burdened as the deficit of affordable
rentals grows and demand is ever-increasing.

S . Minimum number of new homes needed each
Virginia will likely reach a population of 10 year to meet projected growth through 2040

million by 2040—with growth continuing
af +25,000

to be concentrated in the Urban Crescent.

By 2040, the number of Virginians
The share of seniors in Virginia will age 75 or above will have doubled

grow faster than all other age groups, (+116%) from 2010.
creating major shifts in housing demand,
healthcare needs, and the workforce.

Beyond these clearly significant forecasts, policymakers should use caution
with population projections current as of this report.

Findings should be reevaluated when the latest 2020 Census figures are
incorporated into new population predictions published by the University of
Virginia Weldon Cooper Center for Public Service in 2022.



EFFECTIVENESS OF
CURRENT PROGRAMS

Per HB854 requirements, stakeholders reviewed the wide array of affordable
housing programs currently offered by state agencies. More than thirty
different programs—organized into six categories—were analyzed to
determine their successes, challenges, and opportunities for improvement.

OVERVIEW

Results from an assessment of practitioners indicate Virginia's current housing efforts
generally work well and should be continually strengthened and enhanced to fully meet
needs across the state.

Over nearly 12 months, the SAG received feedback from hundreds of housing stakeholders
across the state through surveys, focus groups, large and small “issue area” meetings, and
one-on-one dialogues.

This engagement showed that Virginia's two housing agencies are widely respected by
housing providers, Virginians being served by program, administrators, developers,
investors, real estate agents, lenders, and a range of other participants in Virginia's
affordable housing ecosystem.

These two agencies—their staff, policies, programs, and processes—were consistently
credited for the substantial achievements and progress that the state has made in
addressing affordable housing needs. Indeed, both organizations rise to the top when
compared with their sister agencies in other states.

The recommendations in this report, which flow from these stakeholders, should be viewed
in that context. In fact, one of the many virtues cited by providers was the openness of
these agencies to hearing feedback and their commitment to constant improvement.

The confidence that stakeholders have in Virginia Housing and DHCD fueled many of the
suggestions that are offered.



EFFECTIVENESS OF
CURRENT PROGRAMS

Affordable rental housing production programs

Virginia's affordable rental housing production efforts have been key to housing
thousands of low-income Virginians.

e Virginia Housing's Low-Income Housing Tax Credit program, working in conjunction
with gap financing options like those provided by the Virginia Housing Trust Fund,
produces nearly all new affordable rental housing in every corner of the state.
However, the needs of cost-burdened renters continue to outpace production.

o Market conditions and local land use consistently put constraints on the availability
and timing of new supply.

Recommended strategies include increasing the Virginia Housing Trust Fund and
similar resources, expanding program flexibility to maximize investments, and
exploring a pilot program for additional supportive housing units in new affordable
rental developments.

Rental assistance and eviction prevention programs

Virginia has made major strides to get assistance to low-income renters and unstably
housed persons, in addition to addressing the eviction crisis.

e As of September 2021, the Virginia Rent Relief Program has helped more than
70,900 low-income households stay housed during the COVID-19 pandemic.
The Commonwealth's efficiency in deploying these federal funds is a nationally-
recognized best practice for helping tenants and landlords.

o The State Rental Assistance Program (SRAP) operated by the Department
of Behavioral Health and Developmental Services (DBHDS) has consistently
outmatched its own goals for providing housing assistance to renters with
developmental disabilities so they can live in integrated housing within their
communities.

Recommended strategies include project-basing a share of Housing Choice Vouchers
administered by Virginia Housing, continuing to scale up SRAP, and reducing
eligibility barriers for assistance programs per national best practices.



EFFECTIVENESS OF
B - RRENT PROGRAMS

Homeownership and counseling programs

Homeownership programs in Virginia have successfully focused on the demand-
side by helping low- and moderate-income households achieve homeownership.
However, the lack of inventory remains the biggest impediment to homeownership
opportunities for Virginians.

e Virginia Housing continues to assist and increase the number of first-time
homebuyers taking advantage of their programs, particularly buyers of color.
However, the scale of this progress alone is not enough to close the Black-white
homeownership gap.

o Tight market conditions and increasing construction costs are driving up prices,
preventing prospective buyers with limited savings from competing. This reduces
the overall effectiveness of assistance programs.

Recommended strategies include developing a statewide “starter home" initiative,
increasing homeownership funding in existing competitive affordable housing
programs, expanding outreach to Black institutions and networks, and increasing the
involvement of for-profit developers.

Rehabilitation and accessibility programs

A wide range of programs help Virginians improve the quality of their homes.
Streamlining and expanding these efforts would make safe, efficient, and accessible
housing a reality for thousands more.

e Rehabilitation and accessibility programs are generally effective thanks to their
range and compatibility.

o However, these efforts often require providers to leverage other private funds,
such as philanthropic gifts and individual donations, to effectively meet their
community's needs.

Recommended strategies include expanding the Neighborhood Assistance Program,
increasing program resources, streamlining administration, and addressing
downstream issues like workforce and contractor capacity.



EFFECTIVENESS OF
CURRENT PROGRAMS

Community revitalization and
capacity building programs

Virginia Housing and DHCD invest in local capacity to drive local solutions that create
new housing opportunities.

o Using both federal and state dollars, a suite of community revitalization and
capacity building programs foster creative approaches to meet the unique housing
needs of Virginia's diverse communities.

o Capacity building programs, especially those offered by Virginia Housing,
strengthen affordable housing providers and make them resilient to future
challenges.

e Opportunities for improvement are primarily administrative: these include
better alignment of applications and project timelines, technical assistance, and
streamlining the closing process.

Recommendations include expanding the successful Vibrant Community Initiative,
aligning state revitalization efforts with local public housing revitalization goals,
encouraging more inclusive land use strategies, and facilitating greater involvement
of developers and contractors who are Black and brown.



EFFECTIVENESS OF
B - RRENT PROGRAMS

Homelessness assistance and prevention programs

Historic investments to reduce homelessness are making significant headways.
Sustaining these efforts—and pivoting to more permanent solutions—could help
overcome persistent challenges.

o Stable and increasing investments in the Virginia Homelessness Solutions Program
and Homeless Reduction Grant, which are supported with both federal and state
funding, have yielded clearly measurable successes. Point-in-Time counts of those
experiencing homelessness have steadily declined over the past decade, although
ongoing impacts of the COVID-19 pandemic could change this trajectory.

e The supply of housing available for persons transitioning out of homelessness is
inadequate and is now a programmatic priority. Community resistance, financing
limitations, and land use restrictions serve as barriers to ending homelessness.

Recommended strategies include increasing the supply of deeply affordable
housing, expanding long-term rental assistance options, increasing inter-agency
collaboration, and better integrating housing services in criminal processing and
educational systems.

These options would build upon the existing inter-agency, inter-secretariat
collaborative efforts of the Governor's Coordinating Council on Homelessness and
Housing for Vulnerable Populations.



HB854 POLICY FOCUS AREAS

HB854 specified four housing policy areas for stakeholders to generate new
solutions:

A state-funded rental assistance program,
Utility rate reduction,

Property tax reduction, and

Bond financing options.

Hwn =

Stakeholders, along with both state housing agencies, unanimously agreed to
add racial equity as a fifth focus area for significant recommendations.

These new housing initiatives may be needed to guarantee long-lasting
affordability and address racial equity in the Commonwealth’s housing
market.

State-funded rental assistance

A new state-funded rental assistance program could build on proven strategies to reduce
housing instability and increase opportunities for low-income households.

e Over 300,000 low-income renters in Virginia are cost-burdened—a challenge faced
disproportionately by Black, brown, and senior households.

o Current federal rental assistance and the supply of affordable rentals in Virginia do not
satisfy the need thousands of low-income individuals and families have for housing
assistance.

Stakeholders recommend a statewide rental assistance program that prioritizes Virginians
below 50 percent of Area Median Income and those experiencing housing instability,
reduces barriers experienced in federal assistance programs, focuses on equity and
efficiency, and ensures resident success through choice, mobility counseling, and landlord
involvement.



HB854 POLICY FOCUS AREAS

Utility rate reduction

Rising utility costs are contributing to housing unaffordability across Virginia. Addressing
those costs may help ease the burden.

o Electricity, gas, water, and other essential utility costs strain the budgets of low-income
Virginians—as well as those of affordable housing providers working to build and
preserve units across the state.

e COVID-19 demonstrated that reliable high-speed internet access is critical for work,
education, and healthcare for families. However, more than one-in-three households
earning less than $20,000 do not have internet access in Virginia.

Although state law and regulatory precedent disallow rate reduction carve outs for
affordable housing, Virginia could address these challenges by unifying current and new
efforts supported by expanded state and federal funding, helping localities reduce up-
front utility costs for affordable housing, bolstering current energy efficiency measures,
and leveraging the Commonwealth's substantial new broadband investments to increase
internet access and affordability for residents in affordable housing.

Property tax reduction

Real estate taxes often challenge the viability of affordable housing efforts in Virginia. State
lawmakers could consider a constitutional amendment and stronger guidance to local
assessors as efforts to reduce such burdens.

e Property taxes on affordable housing generate needed revenue for localities, but they
can often serve as a barrier to development and preservation.

e While current state code directs local assessors to account for rent restrictions in
some types of affordable rental housing, providers must frequently appeal incorrect
valuations. This often leads to wasted efforts and continuing burdens on projects.

Stakeholders endorse a new amendment to the state constitution that would enable—

not require—local governments to use a wide range of alternative real estate tax relief
structures for properties used for affordable housing and homelessness services. Potential
solutions include full and partial exemptions, abatements, and Payment in Lieu of Tax
(PILOT) programs.

To address assessment challenges, stakeholders recommend minor code changes, along
with expanded outreach to local assessors, to reduce these difficulties.
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Bond financing options

Bond financing is a critical tool Virginia uses to support affordable housing. Expanding and
improving its use could help affordable housing production and preservation.

e The majority of Virginia's Private Activity Bond allocation is used to create both affordable
rental and homeownership opportunities. The Governor’s Pool has increasingly been used
to support multifamily rental housing bonds.

o Localities in Virginia rarely use their general obligation bonding capacity to support housing.

Virginia Housing and DHCD could continue and expand their bond efforts by monitoring
allocation trends, increasing “gap” funding resources, and supporting beneficial changes to
federal law currently being considered by Congress.

Recommended strategies for increasing local bonds for housing may include sharing best
practices, incentivizing bond issuance (and similar local housing investments) within current
programs, and exploring state funds to match and leverage any new local housing bonds.

Addressing racial equity

Inequity in housing outcomes persists across racial lines in Virginia. Embracing new and proven
strategies can help address disparities in homeownership, rental affordability, and housing
stability.

¢ While better than the national average, Virginia has a wide homeownership rate gap that
leaves Black households 25 points behind white households. The discriminatory policies,
actions, and attitudes which led to this disparity also mean Black Virginians have higher
rates of cost burden, live in poorer-quality housing, more often experience homelessness,
or are housing insecure.

e Racial inequity exists on both sides of the housing equation; ownership of production and
development companies, along with nonprofit leadership, are predominantly white.

e Both Virginia Housing and DHCD have successfully expanded their initiatives to advance fair
housing goals, including improving access to homeownership for Black Virginians.

Continued efforts to address racial equity in housing will require Black and brown-led long-
term engagement, as well as continued statewide leadership.

Recommended strategies to address these racial disparities in housing seek to expand Black
access to homeownership, help mitigate the effects of gentrification, increase success and
choice in rental assistance programs, and ensure that equity is considered at all levels of the
housing industry.



Preface

Background

In the 2020 Regular Session of the General Assembly, legislators unanimously approved House Bill
854, which directed the state to begin this statewide study on affordable housing. HB854 was signed
by Governor Ralph Northam into the Acts of Assembly (Chapter 482) on March 27, 2020.

The full text of House Bill 854 is available on the Virginia LIS website.

The bill directs the Commonwealth’s two housing agencies—the Department of Housing and Com-
munity Development (DHCD) and Virginia Housing—to “study ways to incentivize” affordable hous-
ing in the state. To accomplish this, HB854 requests these organizations to:

- Determine the quantity and quality of affordable housing and workforce housing across the
Commonwealth,

- Conduct a review of current programs and policies to determine the effectiveness of current
housing policy efforts,

- Develop an informed projection of future housing needs in the Commonwealth and determine
the order of priority of those needs, and

- Make recommendations for the improvement of housing policy in the Commonwealth.

The bill also requires the study to consider recommendations for:

- A [new] Virginia rent subsidy program to work in conjunction with the federal Housing Choice
Voucher Program,

- Utility rate reduction for qualified affordable housing,

- Real property tax reduction for qualified affordable housing for localities that desire to provide
such an incentive,

- Bond financing options for qualified affordable housing, and

- Existing programs to increase the supply of qualified affordable housing.

When work began on this report, the agencies and stakeholders agreed to add two more elements
reflective of the major societal and economic shifts of 2020:
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- The immediate and long-term impact of the COVID-19 pandemic on housing needs, programs,
and providers, and
- Efforts to address racial equity in housing across Virginia.

The original completion date for this study was the first day of the 2021 Regular Session. However,
three days after signing HB854, Governor Northam issued a statewide Stay at Home order to limit the
initial spread of COVID-19 in Virginia.

Lawmakers subsequently granted a 12-month extension to the report deadline following increased
workloads of agency staff in response to the pandemic. This final report was delivered to the Governor
and the General Assembly in December 2021.

Outline

This report is organized into five major parts, described below.

Part 1: Introduction

- Part 1 introduces the major concepts, frames, and terms used throughout the study. This in-
cludes why housing affordability is important and how it can be measured. In addition, Part 1
provides a brief outline of previous housing studies and public opinion of housing, along with
descriptions of data and geographic housing markets used for analysis.

Part 2: Engagement

- Part 2 shares the outcomes of various engagement efforts conducted throughout the HB854
process. This included the convening of a Stakeholder Advisory Group (SAG) per the bill’s re-
quirements, and numerous surveys, focus groups, and interviews.

Part 3: Research and Findings

- Part 3 describes the major demographic, economic, and housing trends impacting housing
availability and affordability across Virginia. The report uses the most recently available data
to make determinations about the current quantity and quality of affordable housing in Vir-
ginia. This part also provides an approximation of future housing needs and priorities, while
acknowledging the impact of COVID-19 on projections.

Part 4: Analysis of Existing Programs

- Part4 reviews the current successes and challenges of existing housing programs administered
by the Department of Housing and Community Development and Virginia Housing. That anal-
ysis informed the development of recommendations for sustaining and improving these initia-
tives.
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Part 5: Focused Topic Recommendations

- Part 5 covers the four new policy proposals outlined in HB854: 1) a state-funded rental assis-
tance program, 2) real property tax reduction, 3) utility rate reduction, and 4) bond financing
options in support of qualified affordable housing in Virginia. It also includes recommended
strategies for addressing racial inequities in housing across Virginia.

Report process

Work on this report began in the summer of 2020 when DHCD and Virginia Housing assembled a
Stakeholder Advisory Group (SAG), per HB854 requirements, to guide the study. Prior to the first
meeting of this group, DHCD and Virginia Housing engaged HousingForward Virginia to serve as
the primary consultant to help the SAG complete this report.

( HousingForward

HousingForward Virginia (HFV) is a nonprofit, nonpartisan research and education organization
dedicated to expanding housing affordability in the Commonwealth. HFV regularly supports housing
studies throughout the state and helps train local government officials, nonprofit providers, devel-
opers, and other stakeholders on affordable housing issues.

The SAG first met in November 2020. Between then and October 2021, SAG members participated
in dozens of meetings in small and large groups to review data, analyze program information, and
make recommendations to fulfill the bill’s requirements.

In September 2021, HFV completed a full report draft. Following review by agency staff, the Secretary
of Commerce and Trade, SAG members, and other stakeholders, HFV completed the final report in
December 2021.

Table 1 lists the organizations and groups responsible for creating this study, along with each of their
roles.


https://www.housingforwardva.org/
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Table 1: Organizations involved in this report

Organization Role

Department of Housing Virginia’s housing and community development agency. Provided

and Community staff support, expertise, and program data to support study effort.

Development

Virginia Housing Virginia’s state housing finance agency. Provided staff support,
expertise, and program data to support study effort.

Stakeholder Advisory Affordable housing experts and practitioners from across Virginia

Group recruited to guide and contribute to this report.

HousingForward Virginia  Research and education nonprofit engaged to conduct and draft
report.

Secretary of Commerce Cabinet-level office responsible for final review of report.

and Trade

What this report does and does not cover

This study focuses on the effectiveness of state-level programs in addressing the Commonwealth’s
housing needs. This includes the challenges those programs face and the need for additional pro-
grams to fully meet those needs.

There are several factors that impact housing affordability in Virginia that are not addressed in depth
within this study. These topics include:

- Local zoning and land use regulations,

- Federal housing program design and eligibility,

- Economic and workforce development efforts, and
- Transportation policy and investments.

While these factors are important to consider, and are mentioned throughout where relevant, they
were beyond the scope of this study.

Concurrent state housing studies

Several other state-level housing studies will also be completed in 2021:

- DHCD completed a report on accessory dwelling units (ADUs) in November 2021, as required by
House Bill 2053 from the 2021 General Assembly Special Session I. This study evaluated ways
the state might support ADUs as a “strategy to address the Commonwealth’s growing demand
for affordable and market-rate housing.”

Reports to the General Assembly, RD629 - State of the Market and Local Policy: Accessory Dwelling Units in the Com-
monwealth of Virginia — November 2021.


https://lis.virginia.gov/cgi-bin/legp604.exe?212+ful+CHAP0411
https://rga.lis.virginia.gov/Published/2021/RD629
https://rga.lis.virginia.gov/Published/2021/RD629
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- The Joint Legislative Audit and Review Commission (JLARC) recently completed “Review of the
Commonwealth’s Housing Needs” as authorized by the Commission on November 16, 2020.
This study also analyzed state housing programs, but it went go beyond the scope of HB854 by
assessing challenges local land use regulations present to affordable housing options.

- The Virginia Housing Alliance is conducting an update of its State of Supportive Housing Report,
which will consist of an estimate of supportive housing demand for populations in need (ex-
cluding individuals with intellectual and developmental disabilities). This update will include
recommendations to address the overall statewide supportive housing needs.


http://jlarc.virginia.gov/pdfs/reports/Rpt559.pdf
http://jlarc.virginia.gov/pdfs/reports/Rpt559.pdf
https://www.vahousingalliance.org
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Part 1 Overview

Part 1 includes the following chapters:

1 Why affordability matters

Chapter 1 explains the basics of housing affordability, makes the case for addressing high housing
costs to make our communities more successful, and demonstrates the basic mechanisms available
for making housing more affordable across Virginia.

2 Public opinion of housing

Chapter 2 describes results from numerous public opinion polls in recent years that have asked ques-
tions about housing affordability and opportunity. These findings help make the case for increased
and sustained actions to solve housing challenges in the Commonwealth.

3 Analysis of prior housing studies

Chapter 3 collects the major community engagement themes from over a dozen regional and local
housing studies completed across Virginia in the past several years. This information will help poli-
cymakers understand the types of housing challenges Virginians across the Commonwealth are ex-
periencing.

4 Virginia’s housing markets

Chapter 4 outlines the three levels of geographic regions across Virginia used to describe housing
needs and trends in different parts of the Commonwealth. The Research and Findings part of this
report (Part 3) uses these market and submarket categories.
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5 How we use data

Chapter 5 introduces the most common data sources used for this study and the definitions for de-
mographic categories, such as race and ethnicity identifiers, used throughout the report.



Chapter1

Why affordability matters

This chapter explains the basics of housing affordability, makes the case for addressing high housing
costs to make our communities more successful, and demonstrates the basic mechanisms available
for making housing more affordable across Virginia.

11 How do we define affordable housing?

Affordable housing is not a specific type of housing. Rather it is housing within the financial reach of
Virginians across the full spectrum of incomes and budgets. But how do we measure what is afford-
able?

1.1.1 Household cost burden

There are multiple ways of measuring housing affordability. One key metric is the U.S. Department of
Housing and Urban Development’s (HUD) 30 percent rule. This is a simple ratio that states housing
is affordable when an individual or family pays no more than 30 percent of their gross household
income on regular housing costs, including rent or mortgage and basic utilities.

If someone is paying more than 30 percent of gross household income on housing costs, then the
household is cost-burdened. If an owner or renter spends more than 50 percent of gross income on
housing, the household is severely cost-burdened.

Cost-burdened households have less to spend on other necessities such as groceries, healthcare, and
transportation. When expenses stretch budgets to the breaking point, families and individuals make
sacrifices to stay in their home that risk their health and well-being.
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112 Community affordability

Affordability is not limited to the expense of an individual home; it extends to the surrounding neigh-
borhood and community. Communities that offer a range of housing options ensure that there are
enough homes for all types of households, regardless of income or circumstance.

The most common way to measure the affordability of a community is to compare household in-
comes with the cost of homes to buy or rent. Housing disparities limit a community’s capacity to
thrive; incomes must be adequate to offer residents a range of housing options without becoming
cost-burdened.

To better understand where needs and gaps exist in housing markets, researchers can define the abil-
ity of a household to pay for housing by comparing their income to a regional average. HUD deter-
mines this Area Median Income (AMI) each year for every community in the country using data from
the U.S. Census Bureau.

Official AMI limits for communities are published on the HUD website. Current 2021 limits are
effective until April 2022.

Area median income is a useful way to conceptualize the full range of housing needs and solutions in
a community. For example, in most areas, households earning 100 percent of AMI or above generally
have fewer challenges finding and affording their homes.

Households with incomes at or slightly below 80 percent AMI (“low-income”) might have less cost
burden, but have trouble saving enough to buy their first home.

Households with incomes near 50 percent AMI (“very low-income” or “VLI”) are much more likely to
rent and have challenges finding good-quality apartments with rents that match their budget.

Households with incomes below 30 percent AMI (“extremely low-income” or “ELI”) have the most
trouble securing stable, affordable homes.

Figure 1.1 shows these income ranges overlaid on some of the most common housing types and pub-
lic programs used by households in those categories. This is commonly referred to as the housing
spectrum.


https://www.huduser.gov/portal/datasets/il.html

1.2. WHY IS HOUSING IMPORTANT? 41

Above 80% AMI
50% AMI to 80% AMI
30% AMI to 50% AMI
Below 30% AMI
Homelessness Rapid rehousing Affordable rental Affordable Market-rate rental
Supportive housing Market-affordable homeownership and homeownership
Centralized intakes Mission-driven nonprofits LIHTC development Starter homes Served by private market
Emergency shelters Federal/state/local grants Inclusionary zoning Nonprofit development development
. - . (e.g. Habitat for Subsidy rarely needed
Faith-based charities Nonprofit AND for-profit Humanity) (except in very high-cost
Mobile home parks metros)

Figure 1.1: The housing spectrum

Policymakers also use AMI to help direct housing assistance programs to households with the greatest
needs. For example, most down-payment grants for first-time homebuyers are limited to households
earning less than 80 percent AMI. Many rental assistance programs cap eligibility at 50 percent AMI
or 60 percent AMIL

1.2 Why is housing important?

Housing is foundational for households, communities, and economies.
Affordable housing helps build wealth.

Owning a home remains the most important way for Americans to build wealth. For nearly a century,
homeownership has been the best pathway for households to achieve housing security, accumulate
wealth, and pass wealth on to the next generation. Federal policy continues to endorse and promote
homeownership via government-backed mortgages and the mortgage interest deduction.

As homeownership becomes increasingly difficult for many to achieve—especially in the wake of the
2008 housing crisis and Great Recession—affordable housing for all emerges as a core economic
issue. Renters who are not cost-burdened have greater financial security and can save more of their
income to plan for future expenses.

Why housing is important for wealth-building:

- Across the country, the average homeowner has 40 times the total household wealth of the av-
erage renter. (Bhutta et al., 2020)

- Research has shown that households paying affordable rents in Low-Income Housing Tax
Credit (LIHTC) units were able to double their discretionary spending, allowing them to cover
necessities like health insurance, pay down debt, or increase their savings. (Local Initiatives
Support Corpo