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Goals for this Presentation

eReview new knowledge on what’s stressing household
budgets, especially transportation & energy

«Show how a new tool that models affordability
Including both housing + transportation expense helps
Identify new strategies

eSuggest an agenda for further action

A HEAVY LOAD:

The Combined Housing and Transportation
Burdens of Working Families

METROPOLITAN PorLicy Procram

The Affordability Index:
A New Tool for Measuring
the True Affordability of a
Housing Choice

By Cerer for Transit-Oriented Development and Cenber for Meighborhoed Technolgy

g3 Markets Initiative [ieR)

theNew lCansit
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Gas Prices up $1 since 2006,
Will be $4 this Summer,
Possibly $5 this Winter
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Location Efficiency
Determines
Gasoline Bills

e HHs in yellow paying
$1,000-1,500/year

e HHs In red paying
$4,000-$6,000

e Map prepared two
weeks ago using $3.30 i o

W 54,0000 $5710
B 52420 to 54,000

per gallon and 25 MPG e

$970 to $1.480

$970 or less

e Shown at the census $ e
block group level

Interstates
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Effect of ‘Drive “til You Qualify’: oNT~
Transportation Costs Exceeding Housing Costs
for HHs Earning $20-$50,000
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Source: Center for Neighborhood Technology calculations.



For Working Families, Transportation Doubles eNT™

Housing Costs, A Truly Heavy Load and
Sprawl Near Job Centers Only Helps Modestly

Residential Land Use Growth 1990 to 2001

- Housing

Households $35,000 - $50,000

49% 51%

In Central Near Other  Away from
City Employment Employment
Center Center
Location of Neighborhood
Where Working Families Live

Source: Center for Neighborhood Technology calculations.
MOTE: Employment centers are job locations with a minimum of 5,000 employees.



We Had It Right Once

e Transportation only 3-5
percent of HH
expenditures

e Every city of 5000+ had
streetcars and
Interurban, more had
steam RR service

e High household savings
rate

Fivemade Avenise. A Buiy Steoee
tn Progodssive Spakane,
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Transparency Drove the Market Through 1930
Note Peak-Value at Peachtree,

Marietta & Decatur
e Transit-Oriented Atlanta e Economically Legible Atlanta
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Historical Changes

e 1920, Food was 41 percent of HH
expenditures, housing 27,
transportation 3 percent

e Today food 16, housing 25-35,
transportation 15-35 percent,
respectively



Measuring Location Efficiency
Research Conducted 1992-Present

e Density, Transit Access (Proximity,

e Demand

~requency, Connectivity), and Amenities
Determine Transportation Demand

Is Verified by Measuring Vehicle

Ownership and Extent of Use

e Demanc
cents

IS Then Valued in Dollars and
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Explain Using Regression?
Or.....
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As Density and Transit Choice Increase, Travel
Demand Drops-- Curve works for 52 US Regions,
London, Paris, and 37 Japanese Cities

Annual VMT/Hh
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Mapping the Benefit

e Good transit access
yields one less car J
per household

e Lowers cost of living
by $5-6,000

e Equivalent of
Increasing income
10-15 percent tax o P oo s e S0

W 5300 to 550
W 5200 to 300

$100 1 5200 | o I
re e Less than £100 r ']r
. A
. - e

Mo Locabon Effscent Value
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Showing the Benefits of
Capturing the Value--2000

How much more of Cook County is Affordable for
the Working Poor when we count Transportation Savings

Affordability Index for $20,000 Hh LEM Afforclability Index far $28,000 Hh
PITlincome by Census Tracts PITI{Income + LEV) by Census Tracts

. 35%or More . 45% or Mare
28%to 35% 35%lo 45% Mapping By:

B Less Than28% B Less Than 35% R LR oo
Nao Data HNo Data TECHNOLGGY
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Sunday, June 4, 2000

Skip the car, buy a house

There's a lot of hand-wringing nowadays about sub-
uehan sprawl and the need for *smart growth.”

But like the weather, nobody's doing much about it.

Much of the home-buying public still opts for wide-
open spaces along the metropolitan fringe, And despite
thoughtful warnings from civic and regional groups,
political realities in [linols militate against significant
povernmental action, -

Mow comes a modest but innovative pilot program
that just might make a small difference. Maybe even a
hig difference—if it educates the public about the true
cost of living "out there.”

It's called the Location Efficient Mortgage, or LEM,
and it has been developed by environmental groups
such as Chicago's Center for Neighborhood Technology
along with Fannie Mae, the povernment-chartered,
stockholder-owned repurchaser of home mortgages.

It works like this: Participating lenders, in evaluat-
ing applicants, take into consideration how close the
dwelling is located to public transportation. IF it's 5o
close the applicant can live without a car, or a working
couple can get by with just one, the estimate of dispos-

able income I8 increased, and with [, the size of the
mortgage for which they qualify.

A couple jointly earning $60.000 and buying into Chi-
cago's translt-rich Edgewater neighborhood, for in-
stance, would qualify for a home selling for $212 218, Qut
in the boonies, under traditional guidelines, the limit
would be $158.364.

And there are sweeteners, LEMs are not subject to in:
come limits and they offer more flexibility, including

Tower down payments, than conventional morigages,

The City of Chicago, moreover, is offering vouchers
wiorth $300 toward the purchase of energy-efficlent ap-
pliances to the first 100 LEM borrowers.

Downsides? There's mandatory counseling. And for
now it's limited to Chicago and three West Coast citics,

The ultimate value of LEM, however, may be to show,
in ways people readily understand, that sprawl does im-
pose costs, Some of that cost 1s paid, knowingly and
gladly, by those who choose to live "out there.” Much of
it, however, 1s hidden, and pald Indirectly by those who
live "back here.”

For more information about LEMs call 1-800-732-6643.
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Where Is the Affordable Housing Really??

Traditional View of Housing Affordability

(Housing Costs Only as a percentage of Household Income)

l

f housing only

of howsing into sccount. For examples, the Department of Housing
Urban iopmant (HUD) considers housing atfordable if it

camprises no mare than 30 percent of a household's income.

Many lenders grant mortgages using 28 percent of mcome as & measure

This map shows locations in the region where the average price

of the housing is affordable to the median income household in the:
region (551,680 in Census 2000) using HUD's defintion of affordability,
The middle ting of higher income suburbs in westem DuPage cm
eastern K ry, and south Lk

with affordable houllng are on the exwurban Mr‘nl where there |lnﬂm
but |ower priced housing. and in most of Cook County, especially
sauthem Cook

Affordable Housing
for the Average Household in the Region

Unaffordable Housing
for the Average Household in the Region

Metra

Housing Affordability Based on Chicago PMSA Median income
of $51,680 and Average Household Size of 2.73 (U.S. Census 2000).

The New View of Housing Affordability

(Housing & Transportation Costs as a percentage of Household Income)
T
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Affordable Communities
Tor the Average Household in the Region

Unaffordable Communities
for the Average Household in the Region

Metra

Housing Affordability Based on Chicago PMSA Median Income
of §51, mwammum Size of 273 (US Census 2000).



Indexing Truer
Affordability
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MeTrororLiTAN PoLicy PrRoGcRAM

The Affordability Index:

A New Tool for Measuring
the True Affordabilitv of a
Housing Choice
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How Housing Affordability iIs Usually Calculated—
Then and Now

e Historically: Traced to 19t Century ideal—
‘A Week’s Pay for a Month’s Rent’

e Today benchmark affordability is defined
as housing costs/Income less than or equal
to 30 Percent of target population AMI
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How the Standard Index Is Used

e Describe a typical household’s housing expense
e Analyze trends & compare different HH types

e Administer rules defining who can have subsidies
e Define housing needs for public policy purposes

e Predict the ability of a HH to pay rent or
mortgage
e Select HHs for a rental unit or mortgage




Problems with Standard Approach

Ignores the need to travel
Ignores the cost of transportation

Low income housing is sited in places that are
Inconvenient and expensive to get to and from

Working families and fixed income HHs seek
“affordable housing” but transportation costs
wipe out the savings
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What Is the Housing + Transportation
Affordability Index?

A tool to measure the 2 largest household costs -
housing and transportation - by neighborhood.

By measuring these costs, the H+T Affordability

Index is also measuring the guality, attractiveness,
and convenience, of the neighborhood.



Modeling the “T” of the H&T Index

We analyze the Urban Form and the Household Characteristics
of neighborhoods to predict the three major components of
total household transportation costs.

Can be adjusted
to current prices,
fares, auto types

Autos Owned

T Total
Auto Use Transport
T Cost

Transit Use




Transportation in 28 Metro Areas -
Approaching Two-Thirds of Income
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A Closer Look in 2000—Again, Block Group oNT”
Resolution Shows Working Family Migration to Exurbs

Chicago Region - 2000 Chicago Region - 2000
Median Household Income is Median gouse%old Income is

80% of Area Median Income, $40,836 80% of Area Median Income $40 836
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The Effect of ‘Drive “til You Qualify’:

High T Costs with Distance

Susuleable Communiies
Al Resubs:

Monthly Household H Cost
(In Dollars - for all Block Groups)
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Monthly Household T Cost
(in dollars - for all blk grps)




Recent Residential Mortgage Foreclosures
Chicago Rin, 2002

Count of Mortgage Foreclosures
By Census Block Group, 2002
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miles

‘ount of Mortgage Foreclosures
iy Census Block Group, 2003

130t075
| 151030
| 5t015
I 10 5

Oto 1

miles
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Recent Residential Mortgage Foreclosures =
Chicago Region, 2003
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Recent Residential Mortgage Foreclosures
Chicago Region, 2004

Count of Mortgage Foreclosures
By Census Block Groups, 2004

W 301083
W 151030
B 5t15
I 1t 5

Oto 1

Recent Residential Mortgage Foreclosures

Chicago Region, 200

Count of Mortgage Foreclosures

By Census Block Group, 2005
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Recent Residential Mortgage Foreclosures
Chicago Region, 2006

Count of Mortgage Foreclosures

By Census Block Group, 2006
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Count of Mortgage Foreclosures

By Census Block Group, 2007
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Recent Residential Mortgage Foreclosures =
Chicago Region, 2007
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It’s Not Over Yet—
Gas Costs Keep Climbing

2000 2001 2002 2003 2004 2005 2006 2007

Year
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Observations

Transportation costs families about as much as housing

This cost Is excluded from everyday decisions and public
policies

Compounds financial stress

Current proposals to mitigate mortgage crisis don’t take
transportation costs into account

Crisis isn’t over yet, gas prices are rising, and drive “til
you qualify seems part of the landscape



Current Uses

Bay Area—MTC set goal of reducing H+T by 10% in
2035, FHLB uses in AHP screen

Atlanta—Mixed Income Communities Initiative
reframed affordability goals

lllinois—Legislature created Business Location
Efficiency Act to screen tax credits and CMAP using to
help suburbs meet goals

Oakland & Chicago—Experimental counseling program
uses data to help lower COL

Chicago and nationally—used to support climate
mitigation plans
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The H+T Index Can be Used to

Re-score GSE geographically underserved markets
Indicator at block group level

Adopt new H+T affordability index and get HUD and
DOT to use it

Support enhanced counseling and information tools

Create a HMDA-like disclosure system on household
transportation and energy costs—Ilink to MLS,
Google, etc.

Add cost of living screening in upcoming
transportation bill

e s
Attoimokle A
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Thank Youl!

For more information please access

http://htaindex.cnt.org



	Flying Blind:�Transportation Costs vs. �Family Economic Success��Introducing the new H+T Affordability Index��Scott Bernstein,
	Goals for this Presentation
	Location Efficiency Determines Gasoline Bills
	Effect of ‘Drive ‘til You Qualify’: Transportation Costs Exceeding Housing Costs for HHs Earning $20-$50,000
	For Working Families, Transportation Doubles �Housing Costs, A Truly Heavy Load and �Sprawl Near Job Centers Only Helps Modest
	We Had It Right Once
	Historical Changes
	Mapping the Benefit
	Indexing Truer Affordability
	How Housing Affordability is Usually Calculated—Then and Now
	How the Standard Index is Used
	Problems with Standard Approach
	What is the Housing + Transportation �Affordability Index?
	Modeling the “T” of the H&T Index
	What Working Families Spend on Housing and Transportation in 28 Metro Areas - �Approaching Two-Thirds of Income
	A Closer Look in 2000—Again, Block Group �Resolution Shows Working Family Migration to Exurbs
	The Effect of ‘Drive ‘til You Qualify’: �High T Costs with Distance
	Observations
	Current Uses
	The H+T Index Can be Used to
	Thank You!

