Center for
llll COMMUNITY
(Il PROGRESS

Vacant Spaces into Vibrant Places

U U
L el . A
/ (g"""c\ﬁ

—~

3
N
\
%

o New Orlés .
Rental HouSing Challege

Prepared by Alan Mallach, Centerfor Community Pro"’g\

~ For thg New Orleans Redevelopment Authon\
Hﬂ' B L |

it

// e

fC it




Center for
llll COMMUNITY
(Il PROGRESS

Vacant Spaces into Vibrant Places

This report was prepared by the Center for Community Progress. For additional
information, please contact the author listed below or Nicole Heyman, Vice President
and Director of Louisiana Initiatives, at nheyman@communityprogress.net.

Author
Alan Mallach, Senior Fellow
Center for Community Progress

Center for Community Progress — National Office:
1001 Connecticut Avenue N.W. Suite 1235
Washington, D.C. 20036

(877) 542-4842

www.communityprogress.net

The author would like to acknowledge the invaluable assistance of Nicole Heyman of the
Center for Community Progress; the staff of the New Orleans Redevelopment Authority,
including Jeffrey Hebert, Brenda Breaux and particularly David Lessinger and Alexandre
Vialou; Ellen Lee, Director of Housing Policy and Community Development, City of New
Orleans; and Allison Plyer and Ryan Albright of The Data Center, for their assistance in
assembling materials, exploring strategies, and otherwise assisting in the preparation

of this report.

ABOUT CENTER FOR COMMUNITY PROGRESS

Founded in 2010, the Center for Community Progress is the only national 501(c)(3) nonprofit
organization solely dedicated to building a future in which entrenched, systemic blight no longer exists
in American communities. The mission of Community Progress is to ensure that communities have the
vision, knowledge, and systems to transform blighted, vacant, and other problem properties into assets
supporting neighborhood vitality. As a national leader on solutions for blight and vacancy, Community
Progress serves as the leading resource for local, state, and federal policies and best practices that
address the full cycle of property revitalization. Major support for Community Progress is generously
provided by the Charles Stewart Mott Foundation and the Ford Foundation.



Center for
lIlI COMMUNITY
(Il PROGRESS

Vacant Spaces into Vibrant Places

TABLE OF
CONTENTS

Executive SUMMANY ..., 5
INtrodUCtion ... 12
| Rental Housing Conditions in New Orleans ......................... 13
A Citywide Conditions and Trends................c.cccoveieviiiiicceceee 13
1 The Rental Housing Stock...........oooiiiiiiiiiiii ) 13
2 Renter CharaCteriStics . ... .oouiiiiiiiiiiiii e 17
3 Prices and Affordability in the Rental Market ..., 20
B Neighborhood-by- Neighborhood Analysis................c.ccccooviiiinnn, 28
1 Rent Levels and Affordability ... 30
2 ReNt TTENAS ..ot 35
3 Housing Choice Vouchers and Subsidized Housing ................ccccoviin, 37
Il Potential Roles for Public Sector Intervention in

the New Orleans Rental Housing Market................................. 44
A Opportunities and Constraints ...............c.ccocoooevveeieicceeeece, 44
B Strategies.............cooviiieiiece e, 46
Y 5T 2 46
2 Site Acquisition and Assembly............ccoociiiiii 48
3 SUDSIAY . 51
4 FINANCING......0uviiiiiiiiii i 55
5 Regulation ......ccccoiiiiiiiiii 57

6 Putting the Pieces Together .............oooviiiiiii 61




Center for
llll COMMUNITY
(Il PROGRESS

Vacant Spaces into Vibrant Places

APPENAIX T .. e, 66
Median Listing Rents by Neighborhood for the First Half of 2015........... 66
APPENAIX 2. 69
Median Listing Rents by Year and Number of Bedrooms
by Neighborhood.................c.ooo o, 69
APPENAIX 3. 78

Affordability of Rental Listings by Neighborhood, Number of Bedrooms
and Neighborhood-Level Median Income by Household Size.................. 78




Center for
llll COMMUNITY
(Il PROGRESS

Vacant Spaces into Vibrant Places

EXECUTIVE SUMMARY

The Center for Community Progress (Community Progress) was
asked by the New Orleans Redevelopment Authority (NORA) to
assess rental housing conditions in the city of New Orleans; more
specifically, to assess the extent to which there is a shortage of rental
housing, particularly housing affordable to the city’s lower income
households, and to identify impediments standing in the way of
addressing that shortage and strategies to address it. This report is our
response to that request.

The first section of the report contains an analysis of rental conditions and challenges in the city
and its neighborhoods, while the second section contains an analysis of potential strategies that
the City of New Orleans and NORA may want to consider to address these challenges. We
recommend a variety of strategies for consideration, recognizing that the choice of specific
actions will depend on many factors that go beyond the scope of this report, including state-
level legal frameworks, state and local fiscal constraints, and, of course, the complex nature of
local conditions and dynamics.

RENTAL HOUSING CONDITIONS
IN NEW ORLEANS

THE RENTAL HOUSING STOCK

New Orleans is a city of renters. 55% of all New Orleans houscholds were renters in 2013
compared to 36% nationally. 70% of New Orleans renters live in one- to four-family
properties, compared to just over half of all renters nationally. One out of every three single
family houses in New Orleans is rented, rather than owner-occupied. While the rental
housing stock has rebounded in recent years to pre-Hurricane Katrina levels, this has come
from rehabilitation of existing properties, along with many properties moving from owner-
occupancy to rental use. New construction accounts for only a small part of the post-Katrina
increase in rental housing.

communityprogress.net



RENTER CHARACTERISTICS

Renters in New Orleans are disproportionately made up of single persons and non-family
households, are much younger than the city’s homeowners, and are disproportionately poor.
While the median income of homeowners in New Orleans is $57,000, that of renters is only
$24,000. While a large percentage of the city’s renters receive some form of rental assistance,
most are dependent on the private market.

PRICE AND AFFORDABILITY

Vacancy rates have gone down sharply and rents have gone up sharply in New Orleans in the
last four years. The rental vacancy rate fell below 8% in 2013 for the first time since Katrina —
below the national vacancy rate — while rents have increased since 2012 by 20% to 25%, or an
average of six to eight percent per year, as seen in Table 1. Rents have been rising faster in New

Orleans than in neighboring cities like Kenner or Metairie, or neighboring parishes such as St.
Bernard or St. Charles.

Table 1: Median Rent by Year and Number of Bedrooms 2009-2015 Ytd

2009 2010 | 2011 2012 2013 2014 2015 TOTAL COMPOUNDED
INCREASE ANNUAL RATE
2012-2015 OF INCREASE
2012-2015

1 bedroom 800 800 850 825 875 995 1,000 |21.21% 6.62%

2 bedrooms 950 975 1,000 (1,000 (1,100 |1,200 |1,250 [25.00% 7.72%

3 bedrooms 1,200 1,250 {1,200 (1,100 {1,200 [1,300 |1,350 |22.73% 7.06%

4 or more 1,663 1,750 |1,400 1,400 {1,400 [1,500 |1,675 |19.64% 6.16%

bedrooms

SOURCE: Analysis by author based on RentJungle data.

COST BURDEN

New Orleans’ combination of low household incomes and high rents results in extremely high
rent burdens. Three out of five renters spend 30% or more of their income on housing costs,
while the majority of these spend 50% or more of their income on housing — or nearly two out
of every five renters, far more than in the United States as a whole. Nearly four out of five low-
income, cost-burdened renters in New Orleans are African-American households.

communityprogress.net
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HOUSING CONDITIONS

Data from the most recent American Housing Survey for which city-specific data is available
found that nearly 20% had water leaking from inside or outside the home or apartment, and
overall one out of seven lived in a home with severe or moderate physical problems, a much
higher level than nationally. Since low income tenants are more likely to experience these
problems, it is possible that as many as one out of three low income tenants suffer from
substandard housing conditions.

NEIGHBORHOOD VARIATIONS

The picture varies widely from neighborhood to neighborhood. Rents are rising sharply in some
areas, while remaining steady in others. Overall, the trend is upward. It is important to
understand, though, that New Orleans is not a single market, but is made up of multiple
different rental submarkets, each operating relatively independently from one another. Thus,
an increase in the supply of rental housing in one neighborhood may relieve market pressures or
improve matters for that area’s residents, but may have relatively little impact on conditions in

other parts of the city.

HOUSING CHOICE VOUCHERS

With nearly 19,000 Housing Choice Vouchers in use in New Orleans, a much larger share of
all households than nationally, they are the most important source of housing assistance to the
city’s low income households. Despite the city’s sharp rent increases in the past three years, the
number of vouchers has not increased in five years, while the Fair Market Rents allowed by
HUD have not risen, thus placing even greater pressure on the city’s housing stock and its low-
income renters. Vouchers, moreover, are heavily concentrated in the city’s high-poverty and
predominately African-American neighborhoods, exacerbating patterns of segregation and
concentration of poverty, while a large percentage are used to further subsidize the city’s Low

Income Housing Tax Credit projects.




POTENTIAL ROLES FOR PUBLIC SECTOR
INTERVENTION IN THE NEW ORLEANS
RENTAL HOUSING MARKET

OVERVIEW

Rental housing is a critical arena for public sector involvement. Problems of rental housing
affordability, availability, and quality affect the health, safety, economic condition, and quality
of life for many thousands of the city’s residents. At the same time, large numbers of vacant,
dilapidated, or unsound units continue to mar many of the city’s neighborhoods. Addressing
these issues is an important part of the mission of the City of New Orleans, working through its
Office of Community Development and through the New Orleans Redevelopment Authority.

The challenge is to find the resources and tools to change the situation. The problem is both a
housing and an economic one. The city needs to focus on creating more affordable housing,
creating greater opportunities for the market to provide additional rental housing, and creating
mixed-income housing wherever feasible. The city has to be both fully committed to tackling
this problem and realistic in its goals, establishing short, medium, and long-term targets, and
committing available resources accordingly. Its strategies must be both incremental and
multifaceted. There is no one strategy that should be pursued to the exclusion of others, and no
one strategy that will in itself have a dramatic impact. By taking many small steps, however, the
city may be able to make a major difference over time.

The city should pursue strategies in four distinct areas, as shown in Table 2, which also
illustrates the elements that should go into each strategy. Some strategies may be more relevant
to certain sectors and challenges than to others. Site acquisition and assembly is likely to be
most important for large-scale new production, less significant — but still relevant — for

individual unit rehab, and irrelevant to strategies that address the condition of the existing
stock. Financing strategies, however, while relevant to all of the different challenges and sectors,
must be cast differently depending on the nature of the borrower and the end use.




Table 2: Strategies and Elements

STRATEGY ELEMENTS
Site Acquisition {1 Use of publicly-owned land (NORA, HANO, Orleans Parish School Board)

and Assembly 9 Acquisition of adjudicated properties
9 Foreclosure on city code enforcement liens
9 Property acquisition through the NORA strategic acquisition fund
91 Allocation of other public resources for site acquisition

Subsidy 1 CDBG/HOME funds

9 Neighborhood Housing Improvement Fund (NHIF)

9 UDAG repayment funds

9 Low Income Housing and Historic Preservation Tax Credits
91 Project or area-wide tax increment financing

9 Tax abatement/payment in lieu of taxes

9 Rental affordability buy-in program

9 Land/building write-down

1 Project-hased housing choice vouchers

Financing Assistance | Credit enhancements
9 Loans from the Finance Authority of New Orleans (FANO)
9 Subordinated second mortgages

Regulation 11 Rental Registry

9 Code enforcement

1 Linkage fee

9 Vacant property fee or surtax
91 Inclusionary zoning

SITE ACQUISITION AND ASSEMBLY

One of the critical elements in creating additional rental housing, whether subsidized housing
or housing built for the marketplace, is the availability of buildings and sites for rehabilitation
or new construction. It is not simply a matter, moreover, of having sites, but having sites #har
can be readily developed; that is, that are suitably zoned, offer clean title, and contain no other
serious impediments to reuse, such as the need for environmental remediation. The City can

play a role in increasing land and building availability in three distinct ways:

* Targeted use of properties in the public inventory to create rehabilitation and development
opportunities for rental housing

* Aggressive acquisition of suitable buildings and sites by utilizing adjudicated properties, lien
foreclosure, and acquisition by the City on the open market.

* Use of public funds for strategic assembly of properties




SUBSIDY

The ability of the City to obtain or provide capital or other forms of subsidy to reduce the
extent to which the full cost of rental housing development must be covered by the rent roll is
fundamental to the creation of affordable rental housing. It is also relevant in many cases to the
creation of market rental housing, since there are still many parts of the city where it may be
appropriate to encourage market rental housing, but where market rents cannot sustain the full
cost of developing new or substantially rehabilitated housing units. Finally, subsidies may also
be used to keep existing private market rental housing affordable, through what we have called
the Rental Affordability Buy-in Program.

A major challenge facing the City in use of subsidies for rental housing is the reality that they
are limited, and that many programs, such as CDBG, have many competing uses. While the
City needs to balance the many competing uses for limited resources, increasing the supply and
affordability of rental housing should be seen as a high priority among those uses.

FINANCING

While subsidies are a critical part of increasing the supply of rental housing — particularly
affordable rental housing — increasing access to affordable financing is equally important, and
particularly important as a way of facilitating small-scale development of rental housing and
preservation of the existing private market stock. Developers and owners of rental housing may
need a number of different types of financing:

* Property acquisition and pre-construction loans

* Construction loans, to cover the period from approval to end of construction

* Permanent or “take-out” financing, once the project is completed and income is being
generated from rents.

* Subordinated debt to fill the gap between loan and equity availability.

This is an area where public sector intervention can be potentially highly productive, if carefully
pursued. The public sector can facilitate access to credit through a number of ways:

* Credit enhancements, such as loan guarantees and other risk-sharing mechanisms

e Subordinated debrt, such as “soft seconds”

* Direct lending, generally through a special-purpose entity, such as the Louisiana Housing
Corporation or the Finance Authority of New Orleans (FANO).

These can be combined, such as when a general governmental body provides a guarantee to
back the lending activities of a special-purpose entity.




REGULATION

The City can use its regulatory powers in many ways to create more rental housing generally,
create more affordable rental housing, and improve the quality of existing rental housing. In
addition to the recently enacted inclusionary housing program, the City should explore such
areas as linkage fees — charges for affordable housing on non-residential development linked to
the impact they have on the need for affordable housing; a vacant property surtax; and a rental
registry that requires regular health and safety inspections of the city’s rental housing units.

BUILDING A STRATEGY

Finally, the City must put the pieces together, making sure that all of the tools that it has
potentially available are put in place, and linking them to strategies, projects and outcomes in a
way that the City’s limited resources can be leveraged to the greatest extent, and that the
strategies and projects can be molded into a comprehensive rental housing strategy with
measureable targets and benchmarks for which the City is accountable.

The City of New Orleans, with the legal powers and financial resources available to it, cannot
by itself solve its rental housing problems. They are economic as much as housing problems, and
reflect national conditions, exacerbated but not caused by New Orleans’ specific history,
economy, and physical form.

The City can, however, make a major difference to reduce the magnitude of the problem, and
improve the living conditions of thousands of its residents now suffering from inadequate or
overly expensive rental housing. If the City is to do so, however, it must maximize the use and
leverage of its limited resources, build strong partnerships, and work with its partners to marshal
their collective powers and resources in a systematic, strategic fashion. Given all that New
Orleans has accomplished in recent years, we believe that it has both the capacity and the

political will to accomplish this task as well.
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INTRODUCTION

The Center for Community Progress (Community Progress) was asked by the New Orleans

Redevelopment Authority (NORA) to assess rental housing conditions in the city of New
Orleans; more specifically, to assess the extent to which there is a shortage of rental housing,
particularly housing affordable to the city’s lower income households, and to identify
impediments standing in the way of addressing that shortage and strategies to address it.

This report represents the response to that request. The first section of the report contains an
analysis of available data on rental conditions in the city and its neighborhoods, while the
second section contains an analysis of potential strategies that the City of New Orleans and
the New Orleans Redevelopment Authority may want to consider to address these multiple
challenges. We recommend a variety of strategies for consideration, recognizing that the
choice of specific actions will depend on many factors that go beyond the scope of this report,
including state-level legal frameworks, state and local fiscal constraints, and, of course, the
complex nature of local conditions and dynamics.

In addition to data available from public sources, including data provided by the Bureau of
the Census, the first section of the report utilizes more detailed and current data obtained
from RentJungle, a proprietary data provider, on rental listings by rent level, location, and
the number of bedrooms. That data has not only enabled us to provide more up-to-date
information than is available from the census, but to provide data broken down by
neighborhood. In this section, we first describe citywide rental housing conditions and
trends, followed by data for each of the city’s neighborhood areas, as identified by the city

planning department.!

The data shows that the rental housing challenge in New Orleans is one of quantity, quality,
and affordability. Rapidly rising rent levels, coupled with the poor condition of much of the
city’s older rental housing stock, and the difficulty producing new affordable rental housing,
have created a situation that affects both the city’s economic prospects and its residents’ quality

of life.

" We recognize that these areas do not necessarily correspond to the fluid boundaries of the city's neighborhoods as perceived by their residents. They represent,
however, a useful way of showing the extent to which rental markets vary widely from one part of the city to the next.




| RENTAL HOUSING CONDITIONS
IN NEW ORLEANS

A CITYWIDE CONDITIONS AND TRENDS

1 THE RENTAL HOUSING STOCK

New Orleans is a city of renters. 55% of all New Orleans households were renters in 2013
compared to 36% nationally. 70% of New Orleans renters live in one- to four-family
properties, compared to just over half of all renters nationally. One out of every three single
family houses in New Orleans is rented, rather than owner-occupied.

In 2013, 86,000, or 55%, of all New Orleans households were renters. African-American
households are more likely to be renters than white households; in 2013, 58% of African-
American households in New Orleans were renters, compared to 49% of white households.
This breakdown has not changed significantly since before Hurricane Katrina, although the
share of white renters among all white households has grown slightly and the share of African-
American renters among all African-American houscholds remained largely unchanged from
2000.? As we will show, African-American households are much more likely, however, to be
cost-burdened renters.

The city’s rental stock is highly diverse, but much more strongly skewed toward single-family
and small multifamily properties than is true nationally. While nationally slightly more than
half of renters live in one- to four-family properties, 70% of New Orleans’ renters live in one-
to four-family properties; 37% live in single family homes, and another one-third live in two- to
four-family properties, a much larger percentage than is the case in the nation as a whole.

Nearly one out of every three single family homes in the city is a rental property, compared to
just under 20% nationally. The streetscape of many New Orleans neighborhoods combines
single family homes, duplexes, and the occasional fourplex, with some single family and duplex
properties owner-occupied and others owned by investors and rented out. The pattern is
illustrated in Figure 1, showing ownership and property type on the 2700 block of Verbena
Street in Gentilly.?

2 Reflecting the overall shift in New Orleans’ population, the percentage of the total renter population that is white increased from 31% to 39% between 2000 and
2013

3 The classification of properties is based on our analysis of data on the Orleans Parish Assessor web site, differentiating between owner-occupants and absentes
owners on the basis of whether the owner’s mailing address is or is not the same as the property address. Any errors resulting from mistakes in reading the aerial
information or assessor data are the responsibility of the author.




Figure 1: Property Types and Ownership on 2700 Block Verbena Street

0 OWNER OCCUPIED SINGLE FAMILY (10 PROPERTIES) A NON-OWNER OCCUPIED SINGLE FAMILY (9 PROPERTIES)
02 OWNER OCCUPIED DUPLEX (2 PROPERTIES) A2 NON-OWNER OCCUPIED DUPLEX (2 PROPERTIES)
A4 NON-OWNER OCCUPIED FOURPLEX (1 PROPERTY)

communityprogress.net 14



After the sudden decrease of population and occupied housing in the wake of Hurricane
Katrina, the rental inventory in New Orleans has been steadily restored, as shown in Figure 2.
By 2013, the total inventory, including both vacant and occupied rental units, exceeded the
pre-Katrina level for the first time, totaling 95,015 units compared to 93,173 in the spring of
2005. This reflects the extent to which New Orleans’ housing stock has shifted toward rental
occupancy from home ownership, as well as the smaller average houschold size for renters today
compared to in 2005, despite the fact that the city’s overall population is still much lower than
before Katrina.

The revival of the rental housing stock has come largely from rehabilitation of existing
properties and putting them back into use, along with a shift of a substantial number of single
family properties from owner-occupancy to rental tenure. Between 2005 and 2009, the number
of owner-occupied single family detached houses dropped by 5,000, while the number of renzal
single family detached homes increased by roughly the same amount.

Housing Construction

New construction, particularly multifamily construction, appears to have played a minor role in
the revival of the city’s housing stock since 2010. After a spurt of permit issuing in 2007 and
2008, construction, particularly multifamily construction, has dropped off. As Table 1 shows,
permits for new multifamily units have barely averaged 100 units per year from 2010 to 2014.
Although much of the single family construction may reflect additional subsidized rental
housing, the data reflects the limited extent to which the city’s aging rental housing stock is

being replenished.

YOI A PE— Figure 2: Change in
90,000 \ _— Total Rental Housing
80,000 \ / Inventory 2005-2013
70,000 \ / SOURCE: 1 year American
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Table 1: Building Permits for New Construction 2010-2014

1 FAMILY 2T0 4 FAMILY 5+ FAMILY TOTAL

2010 820 177 83 1,080
2011 7 273 104 1,094
2012 690 228 46 966
2013 736 133 26 895
2014 574 179 273 1,026
Five Year Total 3,537 990 532 5,061
Annual Average 707.4 198 106.4 1,012.2

Source: Bureau of the Census, http://censtats.census.gov/blda/bldgprmt.shtml

Subsidized Housing Units

More of the New Orleans rental stock is made up of subsidized or assisted housing than is
true of most communities; while New Orleans contains 8% of the state of Louisiana’s
population, it contains 20% of the state’s Low Income Housing Tax Credit (LIHTC) units.
Altogether, based on data provided by the City of New Orleans, the city contains 11,730
unduplicated* subsidized low income housing units, as well as 17,597 housing vouchers. A
large number of those vouchers, however, are in subsidized, particularly LIHTC, units.
Assuming that one in four vouchers is in subsidized housing developments, that would
suggest that roughly 25,000 tenants in New Orleans are receiving housing assistance, or 29%
of the city’s rental households.’

* Since some projects received subsidies from multiple programs, they appear on more than one list; the unduplicated total screens those duplicate appearances out
to ensure that projects are counted only once.

° Large numbers of tenants in subsidized housing, particularly in LIHTC units, also hold housing vouchers. According to recent HUD data, in the state of Louisiana, of
those units reporting (38.2% of the total), 36.3% were reported to be receiving at least some amount of monthly rental assistance. We believe that it is likely, given
the higher rents and greater demand pressures in New Orleans than in most of the rest of the state, the percentage is likely to be higher in New Orleans; on that
basis, we have assumed that 40% of renters in subsidized units in New Orleans receive rental assistance, which translates into 26 to 27% of all vouchers being in
subsidized housing.



http://censtats.census.gov/bldg/bldgprmt.shtml

2  RENTER CHARACTERISTICS

Renters in New Orleans are disproportionately made up of single persons and non-family

households, are much younger than the city’s homeowners, and are disproportionately poor.

While the median income of homeowners in New Orleans is $57,000, that of renters is only

$24,000, and roughly 30% of all of the city’s renters receive some form of rental assistance.

Household Type

New Orleans renter households are disproportionately made up of single individuals and

nonfamily households.® In light of the predominance of 1 to 4 family buildings, particularly

single family homes in the city’s rental housing stock, many of them live in such buildings,

although they might prefer apartments in multifamily buildings if more were available.” Table 2
shows the distribution of renter households by type for 2000 and for 2013. Today, 60% of all
renter households in New Orleans are non-family households, while 49% are single

individuals, compared to 47% and 36% of renter households respectively nationwide. One-

third of renter households nationally have children under 18 in the home, compared to roughly

one-fifth of New Orleans renter households. As the table shows, there has been a strong trend in

the city’s rental market away from both married-couple and female- headed families toward

single individuals and other non-family households.

Table 2: Renter Households by Type and Presence of Own Children 2000 and 2013

2000 2013 CHANGE
number % of all renters | number % of all renters 2000-2013
Married Couples 17,116 17.0% 11,265 13.0% - 34.2%
with own children <18 8,419 8.4 4113 4.8 -51.1
Female-Head Family 30,055 29.8 19,714 22.8 -344
with own children <18 20,464 20.3 11,672 13.5 -43.0
Other Family 4,652 4.6 3,789 4.5 -18.6
Non-Family Household 48,893 48.5 51,585 59.7 + 5.6
Single individual 40,198 39.9 42,046 48.7 + 4.6
Other non-family 8,695 8.6 9,539 11.0 + 97
household
TOTAL 100,716 100% 86,353 100% -14.3%

SOURCE: 2000 Census; 1 year 2013 American Community Survey

© Nonfamily households other than single individuals are two or more unrelated individuals sharing a housing unit. This includes unmarried couples living together.

7'59% of the single person renter households in New Orleans live in 1 to 4 family structures, compared to 39% nationally.

communityprogress.net 17




Age

New Orleans tenants are also substantially younger than the city’s homeowners. 36% of the
city’s renters are under 35, roughly the same percentage as nationally, compared to 11% of its
homeowners; 28% of homeowners are 65 and older, compared to 11% of renters. 11% of New
Orleans renters are over 65, however, compared to 14% nationally. As Table 3 shows, nearly
four in five households where the householder® is under 35 are rental houscholds; among those
where the houscholder is 65 or over, nearly 70% are homeowners.

Table 3: Age of Householder by Tenure

OWNER RENTER TOTAL % RENTER

Householder 15 to 34 years 8,200 31,138 39,338 79.2%
Householder 35 to 44 years 10,894 16,673 27,567 60.5%
Householder 45 to 54 years 15,168 15,929 31,097 51.2%
Householder 55 to 59 years 8,404 7,061 15,465 45.7%
Householder 60 to 64 years 9,431 6,054 15,485 39.1%
Householder 65+ 19,904 9,448 29,402 32.1%
All' households 72,001 86,353

SOURCE: 1 year 2013 American Community Survey

Income

Another important characteristic of New Orleans’ renter population is that they are
disproportionately of lower income. The disparity between homeowner and renter incomes is
substantially greater than the national level; the median income of tenants is only 42% of the
median for homeowners, compared to 48% in the United States as a whole. As Table 4 shows,
households earning under $20,000 are disproportionately likely to be renters, while households
earning over $50,000 are similarly disproportionately likely to be homeowners. 43% of all
renters have annual total household incomes of less than $20,000, compared to only 17% of
homeowners, most of which are likely to be elderly households.

8 This is the awkward term used by the Census Bureau to replace the earlier term “head of household.”




Table 4: Income Distribution Of Households By Tenure

OWNERS |RENTERS |TOTAL INCOME DISTRIBUTION % HOUSEHOLDS
THAT ARE
Owners Renters RENTERS
0 to $9,999 4,848 17,946 22,794 6.9% 22.9% 78.7%
$10,000 to $19,999 7,020 15,719 22,739 10.0% 20.1% 69.1%
$20,000 to $34,999 9,799 15,819 25,618 14.0% 20.2% 61.7%
$35,000 to $49,999 9,044 9,827 18,871 12.9% 12.6% 52.1%
$50,000 to $74,999 12,340 9,298 21,638 17.6% 11.9% 43.0%
$75,000 to $99,999 8,496 4,306 12,802 12.1% 5.5% 33.6%
$100,000 or more 18,628 5,308 23,936 26.5% 6.8% 22.2%
TOTAL 70,175 78,223 148,398 100% 100%
MEDIAN $57,408 | $24,339 $37,146

SOURCE: Five-year 2009-2013 American Community Survey

The fact that tenants in New Orleans are frequently both single person households and of
very low income may surprise some who think of young single people, the so-called
Millennial generation, as being predominately well-educated and affluent. While there are
many such people, and New Orleans (like many other older cities) is drawing a more-than-
proportionate share of them, the majority of young single people nationally as well as in
New Orleans are neither well-educated nor affluent. This group makes up a large part of the
city’s renter population.

These patterns are related, in that single people tend to have much lower incomes than
households in which there are multiple wage earners,” and young people, in many cases, have
yet to reach their peak earning years. All of these factors, however, have significant implications
for the city’s rental housing policies.

9 This is true as well for single female-headed households, which typically have extremely low incomes. In 2013, the median income for female-headed households
with children under 18 in New Orleans was $18,409.
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3  PRICES AND AFFORDABILITY IN THE RENTAL MARKET

Vacancy rates have gone down sharply and rents have gone up sharply in New Orleans in the
last four years. The rental vacancy rate fell below 8% in 2013 for the first time since Katrina —
below the national vacancy rate — while rents have been rising at an average rate of six to
seven percent per year since 2012.

Vacancy Rates

While the trend data is somewhat irregular, perhaps because of the uncertainty inherent in data
from the American Community Survey', it nonetheless indicates that the rental market in New
Orleans has been getting significantly tighter, as the superimposed trend line in Figure 3 shows.
After peaking in 2008 at nearly 16%, the rental vacancy rate,'' as measured by the one-year
American Community Survey, has dropped sharply, falling below 8% in 2013. That year was
the first in recent years in which the city’s rental vacancy rate was below the national average,
which was 8.2% in the second quarter of 2013

0 -
18.0% Figure 3: Rental
16.0% Vacancy Rate 2008
to 2013 New Orleans
14.0% and United States
SOURCE: 1 Ameri
12.0% Community éﬁgeyTBezf::u of the
Census, Quarterly Rental and
10.0% Homeownership Vacancy Rates
for the United States 1995-2015.
8.0%
6.0%
4. 0% T T T T T 1
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New Orleans === njted States = === Linear (New Orleans)

10 A discussion of the limitations of the various datasets used for this analysis, including the ACS data, is provided in Appendix 1.

" The rental vacancy rate refers to those units that were vacant and being offered for rent, as a percentage of the total rental stock, which also includes occupied
rental units and those rental units that are vacant pending occupancy.




There is no hard and fast rule about what is considered a “healthy” vacancy rate. Although many
sources, based on experience from the 1950s through the 1970s, refer to 5% as being an
equilibrium or “normal” vacancy rate for rental housing below which the housing market becomes
excessively tight and pressures are strong on rents, current research suggests that equilibrium can be
reached at much higher rent levels, between 7% and 10%, depending on the characteristics of the
local housing market.'? The national rental vacancy rate during the 1990s, prior to the emergence
of the housing bubble, remained consistently between 7% and 8% independent of short-term
economic fluctuations. This suggests, however, that the rental market in New Orleans, which may
well have seen vacancies go down further since 2013, may be approaching tight market conditions
in terms of the city as a whole, although that may not be true of every neighborhood.

Rent Levels

Evidence to support the proposition that New Orleans’ rental market is becoming tighter comes
from RentJungle, which provides data on rental listings through mid-2015. That data, which is
presented in Table 5, shows relatively stable rents between 2009 and 2012, but a significant
increase since 2012, strongly suggesting that the market has gotten tighter since 2013, the last
year for which ACS data is available. In some respects this data is more meaningful than data
for the total rental stock, since it includes only units that are currently on the market, and
reflects what someone looking for rental housing in today’s market is likely to find.

While rents did not move significantly in either direction between 2009 and 2012, they have
increased since 2012 by 20% to 25%, or an average annual rate of 6% to 8%, with the greatest
increases taking place in two- and three-bedroom units. These increases, which are significantly
greater than the rate of inflation, are also significantly greater than increases in household
income, especially for the generally lower income renter population. Although the periods are
not precisely comparable, between 2009 and 2013, the median income for New Orleans
households reported in one-year ACS data increased by a total of 2.4%.

Table 5: Median Rent by Year and Number of Bedrooms 2009-2015 Ytd

2009 2010 |2011 2012 2013 2014 2015 TOTAL COMPOUNDED
INCREASE ANNUAL RATE
2012-2015 OF INCREASE
2012-2015

1 bedroom 800 800 850 825 875 995 1,000 |21.21% 6.62%

2 bedrooms 950 975 1,000 [1,000 (1,100 |1,200 |1,250 |[25.00% 7.72%

3 bedrooms 1,200 1,250 {1,200 (1,100 {1,200 [1,300 |1,350 |22.73% 7.06%

4 or more 1,662.50 |1,750 [1,400 {1,400 (1,400 |1,500 |1,675 [19.64% 6.16%

bedrooms

SOURCE: RentJungle.

12 See in particular, Eric Belsky (1992), “Rental Vacancy Rates: A Policy Primer", Housing Policy Debate 3:3.
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Rents are rising significantly faster in New Orleans than in its principal suburban neighbors.
Figure 4A compares the average annual increase in rents in New Orleans from Table 5 with that
over the same period in the four nearby suburban municipalities with more than 20,000
populations, and 4B with change in surrounding parishes. In contrast to New Orleans, nearby
communities are seeing either more modest but consistent increases, as in Metairie or Kenner,
or a mix of increases and declines, in Marrero and Harvey. The same pattern is true for the
surrounding parishes. While rents for one-bedroom units are rising sharply in Plaquemines and
St. Charles parishes, New Orleans is the only parish in the region that is secing rent increases of
6% or more across all unit sizes. Clearly, not only in absolute terms, but relative to its suburban
neighbors, New Orleans is becoming a more competitive rental market. This is good for some,

but problematic for others, particularly lower-income tenants.
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Cost burden

New Orleans’ combination of low incomes and high rents results in extremely high rent
burdens. Three out of five renters spend 30% or more of their income on housing costs, while
the majority of these spend 50% or more of their income on housing — or nearly two out of
every five renters, far more than in the United States as a whole. Nearly four out of five low-
income, cost-burdened renters in New Orleans are African-American households.

What the prices reflected in these listings mean to renters in the New Orleans market today is
shown in the following analysis."® Table 6 shows the percentage of income that the median
renter household would need to afford the median listing as shown in Table 5, broken down by
unit size and household size. Even though it is likely that the listings complied by RentJungle
are skewed somewhat upward relative to the total rental stock,' the table provides a compelling
thumbnail picture of the challenge facing the city’s renters and policymakers as they seek to
address this issue. Since Table 6 shows listings rather than all units in the rental stock, the actual
percentage of tenants spending disproportionate amounts of their income for housing costs may
be somewhat less than what might follow from that table, but still goes well beyond what is
considered reasonable.

Table 6: Percentage of Income Required by Median Renter Household to Afford Median Listing,
by Household Size and Number of Bedrooms 2015

Number of Annual Rent for HOUSEHOLD SIZE

Bedrooms Median Listing ] ) 3 A 5 5 .

1 $12,000 78.6% |36.8%

2 $15,000 46.0% |47.5% |38.7%

3 $16,200 41.8% |492% |471%

4+ $20,100 585% |71.4%

SOURCE: Analysis by author based on RentJungle data and five-year 2009-2013 ACS

"8 For purposes of this analysis, we have assumed that the relationship between the citywide median income and the median income of renters, which is 65.5% of
the median for all households, is constant by household size, and increasing the median income by 2% to reflect possible income growth between 2013 and 2015,

™ There are two reasons for this. Since their data is obtained by mining and aggregating internet listing data, it does not include rental units offered through word of
mouth or more informal advertising venues, which are more likely to be lower priced units. In addition, it is likely to be weighted somewhat toward new units coming
on the market, which are also likely to be more expensive on average than existing units.




As Table 7 shows, 61% of New Orleans renter households spend 30% or more of their income

for housing, while 38% spend 50% or more of their income for housing costs, a much higher

level than the national percentage of 27%. Although cost burden was already a serious problem

in 2000, the percentage of cost-burdened households has risen sharply since 2000, when 47%

of renter households spent 30% or more of their income for housing costs.

Table 7: Distribution of Renters by Percentage of Income Devoted to Housing Costs

2000 2009-2013

number % number %
Less than 10.0 percent 6,690 7.4% 2,237 3.2%
10.0 to 14.9 percent 10,080 11.1% 4,927 6.9%
15.0 to 19.9 percent 11,251 12.4% 6,339 8.9%
20.0 to 24.9 percent 10,945 12.1% 6,907 9.7%
25.0 to 29.9 percent 8,723 9.6% 7,047 9.9%
30.0 to 34.9 percent 6,618 7.3% 5,959 8.4%
35.0 to 39.9 percent 4,592 51% 4,250 6.0%
40.0 to 49.9 percent 7,212 8.0% 6,584 9.3%
50.0 percent or more 24,464 27.0% 26,748 37.7%
Not computed 9,753 7,225
Total 100,328 100% 78,223 100%
Total for which percentages calculated 90,575 70,998

SOURCE: 2000 Census; five-year 2009-2013 American Community Survey

Table 8 shows how the cost burden is distributed by income. Not only the overwhelming

majority of tenants earning under $20,000, but a substantial majority of those earning between

$20,000 and $34,999, are spending 35% or more in housing costs. As Table 4 showed, this

group makes up the majority of renter households citywide.
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Table 8: Percentage of Renters Spending 35% or More in Housing Costs by Income Range

Income Range

% Spending 35% or More in Housing Costs

Under $10,000 88.0%
$10,000-$19,999 85.4%
$20,000-$34,999 66.0%
$35,000-$49,999 24.9%
$50,000 or more 4.0%

SOURCE: Five-year 2009-2013 American Community Survey

While data to measure cost burden by income and race is not available directly, we have used

available data to estimate the number of renter households spending 30% or more of their

income on housing costs by income range and race, shown in Table 9. These data suggest that
almost four out of five low-income and cost-burdened renters in New Orleans are African-

American households.”>

Table 9: Estimated Number and Percentage of Renters Spending 30% or More in Housing Costs

by Income and Race

Household Income Range

<$20,000 |$20,000- |$35,000- |$50,000- [$100,000 |TOTAL

$34,999 |$49,999 |$74,999 |+
Cost-burdened African-American renters | 22,415 8,294 2,502 718 124 34,053
Cost-burdened white non-Latino renters | 5,871 3,217 1,464 594 247 11,392
% African-American 79.2% 72.1% 63.1% 55.0% 33.4% 76.6%

SOURCE: Estimate by author, based on five-year 2009-2013 American Community Survey data

' The estimate, in our judgment, almost certainly underestimates, perhaps significantly, the extent of the racial disparity in cost burden. We have assumed, first, that
the percentage of owners and renters within the same income group is the same for both races, while it is more likely that a larger percentage of low income white
households are owners; and, second, that the cost burden by race within each income group Is the same. Again, it is more likely that within each income group, the
percentage of cost-burdened African-American renters will be higher. Since, however, we lack the data to make reliable adjustments to reflect these factors, we are

constrained to make those assumptions. Even with those assumptions, however, the disparities are severe, and deeply problematic.
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As elsewhere, the magnitude of the cost burden affecting lower income renters is partly a
product of the high cost of housing overall, but partly a product of more affluent renters
“under-consuming,” in the sense that they occupy units for which they pay a much smaller
share of their income for rent than they could, at least in theory, afford.’® Those units, if not
occupied by affluent renters, might be available, again at least in theory, to lower income
tenants. Table 10 shows the distribution of renter housing costs by income range; while median
rents rise with rising income, they do not rise proportionately; a typical renter with an income
of $35,000 to $50,000 spends only slightly more than 20% more in rent than a renter earning
less than $10,000, even though their income is roughly four times as much. Table 10 shows the
average share of income spent for rent by income range, and the number of households “under-
consuming,” defined as spending 20% or less of their income for rent. Nearly 15,000 rental
units fall into this category."”

Table 10: Rental “Under-Consumption” by Income Range

INCOME CATEGORY AVERAGE PERCENT OF INCOME NUMBER OF ‘UNDER-CONSUMING’
FOR RENT HOUSEHOLDS

$0-$9,999 >100% 0

$10,000-$19,999 65.5% 0

$20,000-$34,999 38.3% 1,103

$35,000-$49,999 28.0% 1,643

$50,000-$74,999 20.8% 4,037

$75,000-$99,999 15,7% 3,115

$100,000+ 14.1% 4,924

TOTAL 14,822

SOURCE: five-year 2009-2013 American Community Survey

6 Why affluent renters ‘under-consume’ rental housing to such an extent is a complex matter. While to some extent it may reflect a relatively shortage of high-end,
expensive rental units, it is generally considered to be more a function of the fact that for many affluent renters, their unit is not seen either as a financial investment
or long-term housing choice, so that they have a greater tendency to economize than they do when it comes to home buying decisions.

17 Since both rents and incomes are provided in the form of ranges, we calculated under-consumption on the basis of a household at the midpoint of their income
range in a unit at the midpoint of the rent range, and assumed that units were distributed evenly within each range. For the highest income category, we assumed an
average income of $125,000, for which the under-consumption rent would be $2,083/month or less, and assumed that 90% of the units in the highest category
($1,500 and higher) were within that range.
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Housing Conditions

Although statistical data is severely limited, a substantial body of information strongly indicates
that large numbers of these households live in substandard, and even deplorable, rental housing
conditions. Data for the city of New Orleans from the 2009 American Housing Survey (AHS),
the most recent AHS'® for which city-specific data is available, found significant incidence of
problems, of which those with the greatest incidence are shown in Table 11." As the table
shows, in most cases, the incidence of these problems is significantly greater in New Orleans
than nationally. Given the small sample in the AHS, however, and the fact that this data is now
six years old, it should be seen as no more than suggestive of the scope of the potential problem.

Table 11: Problems Reported by Renters in 2009 American Housing Survey

NEW ORLEANS UNITED STATES
Signs of mice or other rodents 12.2% 7.3%
Open cracks or holes 8.8% 6.8%
Water leakage from inside 9.8% 10.8%
Water leakage from outside 9.3% 8.8%
Broken plaster or peeling paint 4.6% 3.2%
Severe physical problems 2.5% 2.8%
Moderate physical problems 11.8% 6.4%

SOURCE: 2009 American Housing Survey

'8 The American Housing Survey, a joint project of the Census Bureau and HUD, surveys housing conditions in detail for metropolitan areas, but based on a sample
much smaller than the American Community Survey. While AHS reports through 2009 broke out data for the central city in each metro, the most recent AHS for the
New Orleans-Kenner Metropolitan Area does not provide separate tabulations for the city of New Orleans, so that we were constrained to use the earlier data. .

®The Greater New Orleans Fair Housing Action Center has published a profile of substandard rental housing conditions in the city in their 2015 report “For Rent:
Unsafe, Qverpriced Home for the Holidays”, available at http://www.gnofairhousing.org/wp-content/uploads/2014/12/Unsafe-Overpriced-Home-for-the-Holidays-
FINAL.pdf



http://www.gnofairhousing.org/wp-content/uploads/2014/12/Unsafe-Overpriced-Home-for-the-Holidays-FINAL.pdf
http://www.gnofairhousing.org/wp-content/uploads/2014/12/Unsafe-Overpriced-Home-for-the-Holidays-FINAL.pdf

B NEIGHBORHOOD-BY-
NEIGHBORHOOD ANALYSIS

The preceding section has painted a picture of New Orleans as a city strongly oriented toward
rental tenure, where tenants tend to be disproportionately low income, and disproportionately
cost burdened compared to the national picture. It is also a city where rents are rising at a pace
substantially greater than incomes, and vacancy rates are declining. In that light, since our data
on cost burden only goes up to 2013, the picture today may be even more problematic. As we
showed, lower-income households seeking decent rental housing in New Orleans today, unless
they are fortunate enough to obtain a housing choice voucher or an apartment in a subsidized
development, are likely to find themselves paying far too much of their income in housing
costs. As we discuss later, while vouchers relieve tenants of a substantial part of the cost pressure
they would otherwise experience, housing units with vouchers are disproportionately
concentrated in low-income, predominately African-American neighborhoods for a variety of
reasons, including the extent to which market rents in opportunity areas exceed the Fair Market
Rent allowed for vouchers.

This picture varies widely, however, from one neighborhood to the next. Fortunately, the
RentJungle data, along with other data, such as the distribution of vouchers by neighborhood,
is available to give us some sense of the variation in rental housing conditions between
neighborhoods. In looking at “neighborhoods,” we have used the semi-official breakdown
used by the city for planning purposes.?® The map is shown as Map 1 on the next page.

% The map was specifically drawn to reflect census tract boundaries so that neighborhood-level data could be assembled for purposes of meeting HUD planning and
reporting requirements. Because of the need to follow census tract boundaries, these neighborhoods may not always reflect how residents and others perceive their
neighborhoods, but are nonetheless widely used by both the City and non-governmental entities. An informative article explaining the background of this map
appeared in the Times-Picayune on April 23, 2015, “The 73 'official' New Orleans neighborhoods: Why they exist, and why they shouldn't” available at
http://www.nola.com/neighborhoods/2015/04/new orleans neighborhoods 73.html



http://www.nola.com/neighborhoods/2015/04/new_orleans_neighborhoods_73.html























































































































































