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Analysis of City’s Housing Priorities Calls for Permanent Revenue Stream:

Affordable housing required to meet City’s priorities 

for education and safe neighborhoods

Chicago-- A recently released analysis by the Chicago Rehab Network (CRN) on the City of Chicago’s Five-Year Plan, from 1998-2003, cites evidence that the City’s priorities for safety and education cannot be reached without an increased investment in affordable housing.

The analysis was released by CRN to coincide with the City’s housing commitment renewal process occurring in the month of July.  This penetrating analysis discusses the social and economic conditions that the City’s housing policy and resources must impact.

“Safe neighborhoods and education are clearly a priority for the City of Chicago,” said Joy Aruguete, Chicago Rehab Network Board President, and Executive Director of one of Chicago’s leading community development organizations, Bickerdike Redevelopment Corp.  “However, our report on the state of affordable housing shows the need for a greater commitment of housing resources in order to achieve the kind of neighborhoods where all Chicagoans can prosper.”

As the City of Chicago enters a new five-year planning process, these demographics, and the following trends need to be considered for future policymaking:

The Price of Neighborhood Disparity

Although the city has experienced a powerful resurgence of wealth through upscale real estate development, its middle and working class, as well as low-income, neighborhoods have suffered an increase in overcrowding, and an 85% increase in households paying more than 35% to 50% of their income on housing.  39 of every 100 Illinois families are unable to afford Fair Market Rent for a 2-bedroom apartment at 30% of median income.  Rents in 25 Chicago communities rose by more than 30% and rose by 50% in 7 neighborhoods.  In 27 community areas, overcrowding increased by 50%, rising as much as 200% in seven communities.

While 52,042 new housing units were built in the city during the 1990s, over half of those units were developed in just eight of the City’s 77 community areas: Lake View, Lincoln Park, Logan Square, Near North, Near South, Near West, Uptown, and West Town.  Although the City issued 18,257 new construction permits between 1993 and 2002, the city 
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also issued 15,970 demolition permits.  53,313 abandoned buildings with 91,000 vacant units still line Chicago’s streets, with over half of them in just 11 community areas.  Even though homeownership increased by 4.9% in the 1990s, foreclosures increased by 74% between 1993 and 2001.

Housing Cost and Affordability

The annual income needed to purchase a home in Chicago is $60,535 while the average teacher makes only $38,450, police $44,850, nurse $33,480, retail salesperson $18,810, and janitor $20,510.  The hourly wage necessary at 40 hours per week is $17.85 in Illinois, in order to earn enough to afford the Fair Market Rent for a 2-bedroom unit at 30% of income.  The number of hours per week that a renter needs to work at the Federal Minimum Wage of $5.51 per hour to afford a 2-bedroom apartment in Chicago is 139 hours.

Reconcentration of Poverty

While the number of very poor Chicagoans dropped by 12% citywide, it rose more than 50% in 16 communities and rose by more than 100% in seven communities.  Despite the City’s efforts to redevelop public housing, once again low-income families are being reconcentrated in neighborhoods beyond boom areas.  The concentration of poverty, and the stress it places on people and community assets, spells trouble for the near future.

Multi-Family Housing At-Risk

Only 41% of the units the city helped create in the last four years are family units.  Only 17% of all rental housing units funded by the City have more than two bedrooms.  While creation of new units is needed, preservation of the existing stock of rental units is also critical as over 10,000 units of project-based Section 8 units are at risk of expiring over the next 5 years.

For-Profit Developers Given Preference to Nonprofit Developers

74% of all rental units funded by the City were developed by for-profit corporations.  The nonprofit developer brings to the table a mission-driven business model that commits to long-term affordability beyond the life of the financing, thereby stretching scarce public dollars.  They serve community residents at the lower end of the income scale, and projects are part of a broad community development strategy that addresses individual and community concerns through not only housing, but also economic development supportive services.

Source of City Revenues

City funding minimizes the use of its own corporate funds to six percent of the Department of Housing’s total five-year budget.  The City’s priorities on safety and education cannot be achieved without an increased investment in affordable housing.  The CRN recommends the City commit at least 2% of its entire corporate budget to affordable housing.  This would translate into about $95 million per year, versus the current annual appropriation of .03 % or $15 million.  The source of additional revenue could be tied to the real estate transfer tax, the hotel tax, or the Tax Increment Financing surplus.
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There is a growing awareness of the need to support increased leadership for affordable housing.  In a recent poll commissioned by Housing Illinois of the six-county Chicago region, six in ten residents believe more affordable housing is needed in their local community, and two-thirds support building it in their own areas.

Key Recommendations

The key recommendations from the report include:

· Development must be guided by principles of affordability and long-term preservation specific to local place-based assets and needs.

· Coordination of all development resources between city departments, to prioritize affordable housing.

· Prioritization of nonprofit developers in all funding and resource allocations.

· City corporate budget commitments of 2% annually, up from a current .03% annually.  This would result in an increase from $15 million to $95 million per year.

· Target 60-75% of all housing funds to rental housing, tailored to the local neighborhood housing stock.

· Target all public resources for rental housing to households earning below $36,500 for a family of four, and for the purchase of single family housing to those earning less than $49,000.

The CRN has been analyzing the Department of Housing's production and spending priorities quarterly for the last ten years.  This document provides an analysis of the production during the now expiring 1998-2003 City of Chicago Housing Commitment, summarizes the housing need, and proposes policies and resources that are necessary to make Chicago an affordable place for all her current and future residents.

Over the last 10 years, the Department of Housing has increased its ability to maximize its limited resources and meet overall citywide targets.  But they cannot address our city's affordable housing challenges alone.  Our starting point is that high rents, substandard quality, lead hazards, and overcrowding still plague too many of our neighborhoods. Current City priorities on safety and education cannot be achieved without increased investment in affordable housing.

The CRN is a coalition that has been working for affordable housing and development without displacement for over 25 years.  Through its advocacy, policy, capacity building, and organizing efforts, it works to strengthen the nonprofit community-based development and advocacy efforts in the City of Chicago, State of Illinois and nationwide.  For more information on the CRN, please visit www.chicagorehab.org
For the remaining policy proposal and more detailed information, please contact the CRN directly at 312.663.3936.
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