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Abstract

Residential segregation by race persists in the United States and has been
partially attributed to the siting of subsidized housing developments in low-
income neighborhoods with large minority populations. This study examined the
spatial distribution of Low-Income Housing Tax Credit (LIHTC) developments
and neighborhood characteristics in the Boston Metropolitan Area to evaluate the
extent to which LIHTC units may contribute to racial and economic segregation.
The results indicate that higher poverty rates and larger shares of Black residents
in a census tract population are associated with more LIHTC units being located
in a tract. Further, LIHTC units are found to be spatially clustered in the region.
Based on these findings, modifications should be made to the Qualified
Allocation Plan for Massachusetts. Demographic and geospatial data should be
utilized to disperse LIHTC units throughout the region and to consider

neighborhood racial composition and poverty rate when making siting decisions.
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Introduction

Despite increasing racial diversity in the United States, longstanding
patterns of residential segregation persist. In the Boston Metropolitan Area, the
population was over 90 percent White in 1980, but in 2010, less than 70 percent
was White (Logan, 2016). However, individual neighborhoods have not increased
in diversity. The Black-White Dissimilarity Index for the Boston region is about
0.60, meaning that 60 percent of Black or White residents would have to relocated
for there to be an even distribution of people (Logan, 2016). The Hispanic-White
Dissimilarity Index is almost as high at 0.59. In the United States, people are
more segregated by race than by any other factor, including income level,
education, English proficiency, foreign-born status, employment status, or welfare
recipients (Denton, 2006). Segregation by race has decreased in Boston and
across the nation, but it persists even today.

The Fair Housing Act was passed in 1968 with the intention of ending
racial segregation and housing discrimination (Roisman, 2007). The Act prohibits
discrimination in the sale, rental, and financing of homes, and in other housing-
related transactions, based on race, color, national origin, religion, sex, familial
status, and disability (Fair Housing Act, 1968, “Fair Housing Laws and
Presidential Executive Orders,” n.d.). Furthermore, during the Senate hearings
related to the Fair Housing Act, Attorney General Katzenbach focused on “the
one pervasive problem which silently sabotages efforts toward equality in all

[other]...areas—enforced housing in segregated ghettos of vast numbers of Negro



citizens” (Roisman, 2007). Ending segregation by race was an explicit goal of the
Fair Housing Act.

In recognition of the government’s role in creating segregated living
patterns, the Fair Housing Act includes a provision that federal housing funds
must be used “affirmatively to further” the policies of the Act (Schwemm, 2012).
The U.S. Department of Housing and Urban Development (HUD) and agencies
that receive funding from HUD have a responsibility to overcome segregation and
further integration in communities. Several lawsuits (including Hills v.
Gautreaux, Shannon v. HUD, and NAACP, Boston Chapter v. HUD) determined
that HUD and local public housing authorities have failed to fulfill their duty to
affirmatively further fair housing. Courts have required regional relief, including
the development of scattered-site public housing and region-wide voucher
programs (Galster, 2013; Goetz, 2013; Massey, 2015). Despite these rulings,
segregation continues in many metropolitan areas, and subsidized housing is still
disproportionately located in high-poverty neighborhoods with large populations
of people of color (Galster, 2013; Orfield, 2005b).

The Low-Income Housing Tax Credit (LIHTC) is currently the largest
program for creating new affordable housing, but it has not been subjected to as
much scrutiny as public housing with regard to its impact on racial and economic
segregation. The purpose of this study was to evaluate how the placement of
LIHTC properties contributes to segregation by race and the concentration of
poverty in the Boston Metropolitan Area. The locations of LIHTC units were

analyzed for spatial autocorrelation to determine the extent to which LIHTC units



are clustered throughout the region. A series of regressions were also calculated to
determine whether demographic and policy variables are significant predictors of
the locations of LIHTC units. Based on the results of these analyses,
recommendations are made for the Commonwealth of Massachusetts to modify its
Qualified Allocation Plan to advance regional equity through the siting of future

LIHTC units throughout the Boston Metropolitan Area.



Background

The Fair Housing Act was passed in 1968 and was intended to eliminate
housing discrimination and residential segregation by race. Despite the passage of
the Act, segregation and inequalities between White Americans and minority
groups (particularly Black and Hispanic Americans) still exist today. Segregation
has been furthered by the siting of subsidized housing developments (which often
have disproportionately high numbers of Black and Hispanic residents) in low-
income neighborhoods with a large minority population. Litigation has required
the desegregation of subsidized housing and locating more affordable housing in
White, high-income areas. However, the Low-Income Housing Tax Credit
(LIHTC) program, the largest creator of affordable housing today, is not
administered by HUD and has had a history of producing housing in low-income
neighborhoods. State governments are responsible for creating allocation plans to
determine priorities for siting LIHTC developments. Thus, states have the

opportunity to use LIHTC to further racial and economic integration.

Housing segregation: causes and effects

The housing market, the government, and individual citizens all played a
role in producing patterns of residential segregation by race. Real estate agents
have engaged in racial steering, only showing Black and Latino homebuyers
properties in minority neighborhoods, while steering White homebuyers away
from more Black, Latino, or racially integrated neighborhoods (Schwemm, 2012).

This practice occurs regardless of the income of the prospective homeowner



(Orfield, 2005b). Until 1950, the National Association of Real Estate Boards
enjoined realtors from introducing “members of any race or nationality” into a
neighborhood where they would have a negative effect on property values; after
1950, race was coded as “character,” but the sentiment remained the same
(Schneider, 2014). Their rationale was that if Black residents moved into White
neighborhoods, property values would decline.

From the 1920s to the 1940s, neighborhood associations implemented
restrictive covenants, which prevented White homeowners from selling their
homes to Black families (Massey & Denton, 1993; Orfield, 2005b; Schneider,
2014). These covenants remained in deeds for decades with the goal of keeping
neighborhoods White. After World War 11, real estate agents used a tactic called
block-busting to convince White families that their neighborhoods were being
“invaded” by Black people and that they needed to sell quickly before property
values declined; the agents then resold the homes to Black families for a profit
(Denton, 2006; Orfield, 2005b).

Beginning in 1910, there was a movement to legally enforce residential
segregation. Baltimore’s city council passed an ordinance that designated
separated Black and White neighborhoods in the city (Massey & Denton, 1993).
Richmond, Atlanta, St. Louis, New Orleans, and other cities adopted similar
ordinances in the years to follow; however, the Supreme Court declared this
practice unconstitutional in 1917 (Massey & Denton, 1993). Afterwards, cities
and towns used exclusionary zoning restrictions, including prohibiting

multifamily housing, requiring large minimum lot and house sizes, and specific



design standards, which effectively excluded Black and Latino families who were
less likely to be able to afford large single-family houses (Godsil, 2013).

The federal government also created mechanisms for segregation. After
World War I, the Federal Housing Administration and the Veterans
Administration guaranteed mortgages for homebuyers, which allowed buyers to
make smaller down payments, repay their loans over a longer period, and pay
lower interest rates (Godsil, 2013; Schneider, 2014). However, these benefits
were not available to people of color; the wealth-building opportunity of
homeownership was largely available only to White people (Orfield, 2005b). The
Home Owners’ Loan Corporation (HOLC) created maps that were used to
determine eligibility for mortgages (Denton, 2006; Godsil, 2013). One factor that
was used in classifying neighborhoods “was the level of racial, ethnic, and
economic homogeneity” (Godsil, 2013). The FHA would not provide loans to
neighborhoods with “inharmonious racial or nationality groups,” so
neighborhoods with large populations of Black and Latino residents were
redlined, and households in those neighborhoods were unable to obtain loans
(Orfield, 2005b). Furthermore, mass production made suburban tract housing
inexpensive (for those who were approved for FHA loans), and federally funded
highways made new suburban developments much more accessible to new
residents (Orfield, 2005b). Through these practices, the federal government
precipitated “White flight,” or the migration of White families from cities to

suburban areas. Following the suburbanization of White populations, there was



disinvestment in urban communities inhabited by people of color; neighborhoods
fell into decline and saw high rates of vacancy and abandonment (Godsil, 2013).

Public housing authorities and other government agencies have located
subsidized housing in low-income areas or in racially segregated neighborhoods.
Public housing specifically has been referred to as “de jure segregation” because
it is heavily concentrated in minority neighborhoods (Oakley, 2008;
Seicshnaydre, 2015). Other subsidized housing is more dispersed than public
housing, but is still often located in neighborhoods with mostly minority
populations (Oakley, 2008). Sixty-five percent of residents in federally subsidized
housing are members of a racial minority group (“Picture of Subsidized
Households,” 2016). Because of the disproportionate share of people of color
among recipients of housing assistance, siting affordable housing in non-White
neighborhoods furthers neighborhood segregation by race. Site-based assisted
housing is also significantly concentrated in low-income, disadvantaged
neighborhoods (Galster, 2013). Locating affordable housing in low-income
neighborhoods contributes to the concentration of poverty because, by definition,
the residents of subsidized housing have low incomes.

Despite that restrictive covenants and redlining are no longer legal
practices, residential segregation persists. This is partially due to wealth inequality
between Black and White households, which allows White families much greater
neighborhood choice (Schwemm, 2012). In 2013, White households had 12.9
times the wealth that Black families had, and White households had 10.3 times

the wealth that Hispanic families had (Kochhar & Fry, 2014). The racial wealth



gap can largely be attributed to homeownership trends. The homeownership rate
among White families is 28.4 percent higher than for Black families (Shapiro,
Meschede, & Osoro, 2013). Because White families tend to receive greater
inheritance or family assistance, White homeowners are able to purchase their
homes earlier with large down payments, so that they are able to begin building
equity sooner and pay lower interest rates on their mortgages (Shapiro et al.,
2013).

Housing discrimination also continues today. The Fair Housing Act is
relatively weak in its enforcement capacity due to its focus on individual cases of
discrimination, and HUD has not enforced it strongly (Seicshnaydre, 2015).
Furthermore, there is a lack of awareness about the fair housing protections that
exist, meaning that the reporting rate is low (Seicshnaydre, 2015). Racial steering
of home seekers of different races to different neighborhoods by real estate agents
continues as well (Schwemm, 2012). As Nancy A. Denton reports, “Whites are
routinely given more information, more help or more options...realtors will tell
minorities that rents are higher, downpayments are higher or that there are no
other units available and they are not called back as often as whites” (Denton,
2006).

Segregation by race and class has negative impacts on individuals and
communities. Studies have shown that segregation by race is correlated with
“racial disparities in exposure to crime and violence, physical and mental health
status and health-related behaviors (disease, trauma, and other stressors, poor diet

and exercise habits), and a variety of environmental health hazards, including



pollution” (Briggs, 2005). In a recent study, higher levels of racial segregation
were associated with lower educational attainment for both White and Black
residents, higher crime rates, and lower incomes for Black individuals (Acs,
Pendall, Treskon, & Khare, 2017).

Additionally, metropolitan areas have an unequal distribution of
opportunity; low-income neighborhoods disproportionately have fewer
employment opportunities and lower quality schools and infrastructure (Goetz,
2015). Economic segregation is associated with lower incomes, especially among
Black residents (Acs et al., 2017). Neighborhoods of concentrated poverty are
characterized by high rates of long-term unemployment, births by unmarried
women, and school drop-out rates, as well as lower wages for residents who work
(Charles, 2013).

There is a huge gap in access to opportunity and health and well-being
outcomes between White people and people of color, as well as between the rich
and the poor. As Myron Orfield describes these gaps, “Metropolitan housing
segregation, fiscal disparity, and discrimination in credit put the poor of color on
an iceberg that is melting” (Orfield, 2005b). The problems that result from
poverty are only intensified when structural segregation persists.

In addition to discrimination toward people of color, segregation by race
has contributed to the inequalities among racial groups in the United States.
Subsidized housing properties, including low-income housing tax credit (LIHTC)
developments, house a disproportionate share of Black and Latino residents.

Subsidized housing also tends to be located in low-income, minority
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neighborhoods and thus contributes to segregation by race. Efforts to locate
subsidized housing, including LIHTC properties, in more diverse neighborhoods

have the potential to further integration by race in the Greater Boston Area.

The Fair Housing Act and fair housing litigation

In the 1960s, President Lyndon B. Johnson commissioned an investigation
into the causes of racial tension, which was evident in the race-related riots that
were occurring in cities across the country. The resulting “Report of the National
Advisory Commission on Civil Disorders” (also called the “Kerner Report” after
the Commission’s chairman) described the processes that resulted in racial
segregation and uncovered the living conditions in “ghettos,” as well as the
disparities in unemployment, health outcomes, poverty, education, and housing
quality (National Criminal Justice Reference Service, 1967). The report
concluded that: “Our nation is moving toward two societies, one black, one
white—separate and unequal” (National Criminal Justice Reference Service,
1967).

This groundbreaking report had a hand in the passage of the Fair Housing
Act (Title V111 of the Civil Rights Act of 1968) in 1968. The Fair Housing Act
prohibits discrimination in the sale, rental, and financing of homes, and in other
housing-related transactions, based on race, color, national origin, religion, sex,
familial status, and disability (Fair Housing Act, 1968, “Fair Housing Laws and
Presidential Executive Orders,” n.d.). It allows people to file complaints if they

believe that they have been denied housing, loans, or other housing-related
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services based on their protected identities. The Fair Housing Act was intended to
stop housing discrimination, which would in turn reduce residential segregation.
The Fair Housing Act was also more directly intended to end segregation by race.
In 1966, the Senate Judiciary Committee held hearings about fair housing
provisions in the proposed civil rights legislation. Senators openly recognized the
federal government’s role in creating segregated neighborhoods, and Senator
Robert F. Kennedy said, “Clearly the force which helped to spawn this dilemma
must take the lead in helping to solve it” (Roisman, 2007). The Fair Housing Act
was explicitly intended to desegregate communities in recognition of the forces
that caused segregation in the first place.

The goal of ending segregation was implied in 83608 of the Fair Housing
Act, which requires that HUD “administer the programs and activities relating to
housing and urban development in a manner affirmatively to further the policies”
of the Act (Fair Housing Act, 1968). The Fair Housing Act also requires that all
other federal departments and agencies affirmatively further fair housing as well.

Since the passage of the Fair Housing Act, there have been several
important cases which have affirmed that HUD, government agencies, and local
public housing authorities have a responsibility to take action to desegregate
subsidized housing and fulfill their duty to affirmatively further fair housing. One
of the most famous fair housing cases was Dorothy Gautreaux v. Chicago
Housing Authority, which was a class-action lawsuit filed in 1966 against the
Chicago Housing Authority and HUD. The court ruled that the housing authority

had sited public housing in majority Black areas and had assigned tenants to



12

housing based on race, which reinforced segregation in the City of Chicago and
surrounding suburbs (Schwemm, 2012). In the 1969 federal judgment order in
Gautreaux et al. v. Chicago Housing Authority, the housing authority was ordered
to stop building high-rise public housing and building dense concentrations of
public housing in neighborhoods.

In the 1976 Supreme Court decision Hills v. Gautreaux, it was ruled that
HUD was liable for the housing authority’s discriminatory actions and that HUD
was required to provide remedies throughout the Chicago area. The Chicago
Housing Authority was required to issue vouchers to Black public housing
tenants; the tenants were required to use their vouchers in suburbs where less than
30 percent of the population was Black (Galster, 2013). Tenants also received
counseling and moving assistance from a nonprofit organization. The Gautreaux
litigation required relief to be regional, meaning that the vouchers could be used
in the City of Chicago and the surrounding suburbs in order to reduce segregation
in subsidized housing (Roisman, 2007). Both HUD and the Chicago Housing
Authority were required to provide affordable housing throughout the region to
affirmatively further fair housing and to mitigate existing racial residential
segregation.

In 1970, a group of homeowners and tenants sought to enjoin HUD from
subsidizing a new housing development in a designated urban renewal area in
Philadelphia because the development would increase the already high
concentration of Black residents in that area (Seicshnaydre, 2015). In this case,

Shannon v. HUD, the court ruled that HUD and local public housing authorities
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could not exclusively locate subsidized housing in nonwhite areas (Goetz, 2013).
HUD was required to consider how its actions would impact racial segregation
when making funding decisions. The court also stated that the Fair Housing Act
was not merely intended to promote nondiscrimination for individuals but to
further integration throughout a community (Schwemm, 2012).

In NAACP, Boston Chapter v. HUD (1987), the NAACP filed a complaint
about how HUD was administering its grant programs (CDBG and UDAG) in
Boston, arguing that HUD did not fulfill its duty to affirmatively further fair
housing (Pearl, 2014). HUD did not provide desegregated housing to give
minority residents greater housing choice (Schwemm, 2012). The court ruled that
HUD and its grantees have an obligation to take steps toward racial integration
through their funding decisions.

In 1994, a group of Black public housing residents filed Thompson v.
HUD against HUD and local authorities in Baltimore. A public housing
development was slated for demolition, and the residents were set to be relocated
in segregated areas. The court did not fault City officials and instead placed
responsibility on HUD. It was found that HUD had violated its directive to
affirmatively further fair housing and had not considered regional approaches for
desegregating public housing (Roisman, 2007). HUD had located Black low-
income residents in public housing within the City of Baltimore, and voucher
holders were mostly living in majority Black census tracts (Roisman, 2007). The
court ruled that HUD could not simply redistribute public housing residents in the

City of Baltimore because the City itself had a large Black population; instead,
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HUD should have acted regionally and located subsidized housing in the
surrounding counties. The court ruled against HUD because it found that HUD
had the power to act regionally, while local actors had jurisdictional limitations
(Roisman, 2007). In order to further desegregation, HUD was expected to provide
subsidized housing opportunities throughout a metropolitan region.

In 2006, the Anti-Discrimination Center of Metro New York sued
Westchester County, NY for failing to affirmatively further fair housing and
neglecting to consider race-based impediments to housing choice, despite
accepting federal housing funding and completing an Analysis of Impediments in
which it claimed to be in compliance with fair housing requirements (Pearl, 2014;
United States of America ex rel. Anti-Discrimination Center of Metro New York,
Inc. v. Westchester County, New York, n.d.). The County had a history of being
heavily segregated by race, and there were at least 16 municipalities that had no
subsidized housing at all (Schwemm, 2012). In 2009, the court issued partial
summary judgment and required that Westchester County pay millions of dollars
in administrative payments to HUD, to the federal government to settle the false
claims case, and to cover attorneys’ fees (Pearl, 2014). In addition, Westchester
County was required to contribute $30 million to acquisition and development of
affordable housing and to produce at least 750 new units of affordable housing,
with requirements for producing affordable housing in majority White
neighborhoods (United States of America ex rel. Anti-Discrimination Center of

Metro New York, Inc. v. Westchester County, New York, n.d.). The County has
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contested this agreement and has not been cooperative in implementing the
objective for affordable housing development.

In 2015, the Supreme Court ruled in Texas Department of Housing and
Community Affairs v. The Inclusive Communities Project, Inc. that disparate
impact is cognizable under the Fair Housing Act (“Texas Department of Housing
and Community Affairs v. The Inclusive Communities Project, Inc.,” 2015). This
ruling requires that agencies that provide affordable housing must also work to
counteract housing segregation (Callison, 2015). Publicly subsidized housing
should not be disproportionately located in low-income areas or in areas with
large minority populations; instead, affordable housing should be available in
integrated neighborhoods and high-opportunity areas. The Inclusive Communities
decision allows for claims that agencies had a disparate impact on minorities in
the siting of affordable housing.

Each of these cases had a role in affirming that the Fair Housing Act was
intended to be used not only to prevent housing discrimination but to reduce
segregation and encourage integrated living patterns. HUD and agencies that
receive federal funding are required to take existing patterns of segregation into
consideration when making decisions about funding and about where to site new
affordable housing developments. Additionally, they are expected to make these
decisions while considering the impacts on the entire region and not merely
working within individual municipalities. Government agencies must work
towards creating not only more integrated cities, but more integrated regions,

regardless of political boundaries.
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In 2015, HUD published a new rule for Affirmatively Furthering Fair
Housing (AFFH) that applies to all local and state agencies that receive funding
from HUD. The rule requires that government agencies “take significant actions
to overcome historic patterns of segregation, achieve truly balanced and
integrated living patterns, promote fair housing choice, and foster inclusive
communities that are free from discrimination” (Department of Housing and
Urban Development, 2015a). This rule affirms that HUD and its grantees are
obligated to uphold all provisions of the Fair Housing Act, including the
“affirmatively to further” provision, and the overarching purpose of the Act,
which was to end persistent segregation.

Agencies are instructed to undertake an Assessment of Fair Housing in
which they evaluate fair housing issues in their communities—including patterns
of segregation and disparities in access to opportunity—as well as determine what
factors may contribute to fair housing issues (e.g., zoning regulations or housing
discrimination) (Department of Housing and Urban Development, 2015b).
Finally, recipients are required to establish goals and detailed plans about how to
remedy any fair housing issues that arise. HUD provides geographic data about
segregation/integration, racially or ethnically concentrated areas of poverty
(R/ECAPS), disparities in access to opportunity, housing needs, and publicly
supported housing and asks that recipients of HUD funding use the data to
establish their own fair housing goals and priorities (Department of Housing and
Urban Development, 2015b). The AFFH rule affirms that the Fair Housing Act

was intended to end segregation and that local governments are responsible for
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ensuring that subsidized housing does not contribute to segregation or the

concentration of poverty.

Fair housing, community development, and integration

The litigation described above affirms that one of the goals of the Fair
Housing Act is to further integration by race. However, there has long been
debate about whether this is the most important goal among affordable housing
providers and advocates. Fair housing advocates seek to reduce segregation by
race and the concentration of poverty; community development advocates, on the
other hand, aim to improve conditions in disadvantaged neighborhoods, in part
through developing new housing. Eliminating housing discrimination is intended
to increase housing choices available to people of color and other protected
classes (Goetz, 2015). However, the goal of integration has also been seen as
limiting housing choices for people of color because integration may be used as
justification for displacement or relocation of minority groups (Goetz, 2015).

Those who favor integration as a goal recognize that housing segregation
has been caused in part by federal and state governments siting affordable housing
in minority neighborhoods (Goetz & Orfield, 2011). Fair housing advocates argue
that affordable housing should largely be located in neighborhoods with good
schools and opportunities and that community development should be race-
conscious; this means that decisions about siting affordable housing should be
made using data and information about race (Goetz & Orfield, 2011). Community

development advocates believe that affordable housing investment in central
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cities can improve the quality of housing stock, increase property values,
encourage further investment in the neighborhood, and decrease crime (Goetz &
Orfield, 2011). They may support siting affordable housing in low-income,
minority areas because they believe that the benefits outweigh the costs and that
integration should not be the ultimate goal.

Though providing access to affordable housing in cities is necessary, the
benefits of integration by race and the benefits of siting affordable housing in
higher income areas cannot be overlooked. For example, the Moving to
Opportunity! experiment demonstrated that moving from a low-income, racially
segregated neighborhood to an affluent, White neighborhood had benefits for
families. It decreased exposure to crime and violence and improved mental health
(Massey, 2015). Children who moved to these neighborhoods attended higher
quality schools (Massey, 2015). Chetty, Hendren, and Katz also found that young
children (below age 13) in the experiment were more likely to attend college and
earn higher incomes as adults (Chetty, Hendren, & Katz, 2015). They were also
more likely to live in better neighborhoods as adults (Chetty et al., 2015).
However, older children (over age 13) did not benefit as much from moving and

were not more likely to attend college or earn higher incomes. This indicates that

1 Moving to Opportunity was an experiment conducted by HUD between 1994 and 1998 in
Baltimore, Boston, Chicago, Los Angeles, and New York. 4,608 families who lived in public
housing or other project-based assisted housing in high-poverty areas were randomly assigned to
three groups. The experimental group received vouchers to be used in areas with less than ten
percent poverty and received mobility counseling to help them find housing and move. The
Section 8 group received regular tenant-based vouchers that they could use everywhere. The
control group did not receive vouchers and remained in project-based housing. The results
described above are the outcomes experienced by the experimental group that moved to low-
poverty neighborhoods.
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young children can benefit the most from moving to higher-income

neighborhoods with more opportunities.

The benefits of integrated neighborhoods

Integrated neighborhoods provide more opportunities for minorities
through living in neighborhoods with more White neighbors, but integration
ultimately benefits everyone (Schwemm, 2012). Black, White, and Latino
students who attended integrated schools are more likely to attend desegregated
colleges, live in racially integrated neighborhoods, and have greater career
achievement (Orfield, 2005a). Going to diverse schools can prepare students for
interacting with people of all races later in life. The government has an interest in
integration because it can result in reduced inequality among groups, improve
educational outcomes for children, and further understanding among people from
different racial and economic backgrounds.

Given the benefits of racial integration and the provisions of the Fair
Housing Act, efforts to reduce segregation should be pursued when possible.
Court-ordered desegregation of public housing and the issuance of mobile
housing vouchers are two strategies that have been used with the goal of reducing
segregation. However, there have not been any large-scale attempts to reduce
segregation in the largest subsidized housing program, the Low-Income Housing

Tax Credit (LIHTC).
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The Low-Income Housing Tax Credit program

The Low-Income Housing Tax Credit (LIHTC) was created with the Tax
Reform Act of 1986. As of 2010, LIHTC had been used for the development of
over 2.2 million rental units in more than 35,000 developments across the U.S.
(Schwartz, 2015). LIHTC is unique among affordable housing programs in that it
is administered by the Treasury Department, rather than by HUD. Developers sell
credits to private investors and use the proceeds to fund development of
affordable housing (Schwartz, 2015). Investors reduce their federal income taxes
by $1.00 for every dollar of tax credit received and receive other financial benefits
(Schwartz, 2015). The investors can claim the credit for ten years, and
developments funded with LIHTCs must remain affordable for a minimum of 15
years. The amount of credit available for a development depends on the cost and
location of the developments, as well as the proportion of the units that will be set
aside as affordable.

The Internal Revenue Service (IRS) has given state housing finance
agencies the responsibility to develop Qualified Allocation Plans (QAPS) to
determine which proposed LIHTC developments will be selected for construction.
The Low-Income Housing Tax Credit has been praised for expanding access to
affordable housing in a variety of neighborhoods, including high-opportunity
suburbs, gentrifying areas, and disadvantaged neighborhoods (Kirwan Institute for
the Study of Race and Ethnicity, 2014).

However, the Internal Revenue Code specifies that a development located

in a Qualified Census Tract (QCT) or a Difficult Development Area (DDA) is
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eligible for a basis boost, meaning that it will receive a larger credit (Schwartz,
2015). A QCT is a census tract where at least 50 percent of households have
incomes at or below 60 percent of the area median income or where the poverty
rate is at least 25 percent. A DDA is a metropolitan area where the cost of housing
is high relative to income (Schwartz, 2015).

When the LIHTC was first introduced, tax credits were often combined
with other federal housing subsidies, which meant that most LIHTC
developments were located in high-poverty neighborhoods (Orfield, 2005a).
Though the concentration of LIHTC developments in high-poverty areas has
declined more recently, LIHTC developments are more likely to be located in
low-income and minority neighborhoods than market-rate rental housing
(Schwartz, 2015). LIHTC properties tend to be located in neighborhoods with
disproportionately large populations of Black and Latino residents and in
neighborhoods that are substantially lower income than the average neighborhood
in the region (P. Tegeler, Korman, Reece, & Haberle, 2011). Nonprofit
community development corporations (CDCs) are more likely to site housing in
high minority neighborhoods and areas of concentrated poverty than are private
housing developers (Orfield, 2005a).

The LIHTC perpetuates the concentration of poverty and racial residential
segregation (Muralidhara, 2006). In Massachusetts, the median household income
for residents of LIHTC developments is $16,194, while the median household for
the overall population in the Commonwealth of Massachusetts is $68,563 (Office

of Policy Development and Research, 2016; “QuickFacts: Massachusetts,” 2016).
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More than 64 percent of residents in LIHTC properties in Massachusetts have
incomes of less than or equal to 30 percent of Area Median Gross Income
(AMGI) (Office of Policy Development and Research, 2016). Residents of
LIHTC units earn much lower incomes on average than the general population.

In Massachusetts, 30.9 percent of heads of household in LIHTC units
identified as White alone, 18.1 percent identified as Black or African American
alone, and 5.3 percent identified as Asian alone? (Office of Policy Development
and Research, 2016). Additionally, 28.3 percent of heads of households in LIHTC
units identified as Hispanic (Office of Policy Development and Research, 2016).
The population of Massachusetts overall is 82.1 percent White alone, 8.4 percent
Black alone, and 6.6 percent Asian alone® (“QuickFacts: Massachusetts,” 2016).
In Massachusetts, 11.2 percent of residents identify as Hispanic or Latino
(“QuickFacts: Massachusetts,” 2016). This indicates that the LIHTC units have
disproportionately high shares of Black and Hispanic residents compared to the
state population. The proportion of White residents is much lower in LIHTC units
than in the overall population of Massachusetts.

Fair housing requirements and the Affirmatively Furthering Fair Housing
rule are not explicitly incorporated into the LIHTC statute. The Treasury

Department has not provided any guidance related to fair housing (P. D. Tegeler,

2 These data were provided by HUD through December 31, 2014. In Massachusetts, data was
reported for 64 percent of properties. Among these properties, race was not provided for 15.1
percent of heads of household. In addition to the data above, 0.3 percent of heads of households
identified as American Indian and Alaska Native alone, 0.1 percent identified as Native Hawaiian
and other Pacific Islander alone, and 1.4 percent identified as other (including multiple races).

3 These data are available for 2015 through the U.S. Census Bureau. In addition to the data above,
0.5 percent of residents in Massachusetts identified as American Indian and Alaska Native alone,
0.1 percent identified as Native Hawaiian and Pacific Islander, and 2.3 percent identified as two or
more races.
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2005). Furthermore, the LIHTC program promotes development in some of the
lowest income areas by offering more credits to projects in QCTs (P. D. Tegeler,
2005). A New Jersey court ruled in In re Adoption of the 2003 Low Income
Housing Tax Credit Qualified Action Plan that racial integration is a “desirable
by-product” of siting affordable housing but that the preference for projects in
QCTs necessitates that state agencies focus on non-racial factors (i.e., income)
(Orfield, 2005a). The court affirmed that the duty to affirmatively further fair
housing applies to the LIHTC, in addition to other federal housing programs
(Orfield, 2005a). The LIHTC statute indicates that the requirements of the Fair
Housing Act—the “affirmatively to further” provision—should be prioritized over
the preference for QCTs. The preference for projects located in QCTs applies to
projects that have already been subjected to the duty to affirmatively further fair

housing (Orfield, 2005a).

Massachusetts’ Qualified Allocation Plan for tax credits

In the QAP for 2016, the Massachusetts Department of Housing and
Community Development (DHCD) lists four main priorities: housing for
extremely low-income people (people with incomes less than 30 percent of AMI
or recently homeless individuals); housing in distressed or at-risk neighborhoods
(including Qualified Census Tracts or Gateway Cities); preservation of existing
affordable housing; and family housing in opportunity neighborhoods (defined by
employment access, transportation, quality of education, and amenities)

(Massachusetts Department of Housing and Community Development, 2016).
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DHCD uses a competitive scoring system to determine which projects will
receive credits. The first portion of the process awards points for “fundamental
project characteristics,” including financial feasibility, design, development team,
marketability, and readiness to proceed (Massachusetts Department of Housing
and Community Development, 2016). If a proposed project does not earn a
minimum number of points in each of those categories, it will not move forward
into the second round of point allocation.

If a project does move forward, it can earn additional points for “special
project characteristics.” There are a number of categories, including points for
projects located in neighborhoods with less than ten percent subsidized housing
stock or areas of opportunity. However, there are also points for properties that
serve disabled (or other special needs) tenants, developments located in Qualified
Census Tracts* (as defined in the Internal Revenue Code), and developments that
have official local support (Massachusetts Department of Housing and
Community Development, 2016). This scoring system has contradictory goals.
Some of these point categories could incentivize the development of affordable
housing in racially diverse or high-income neighborhoods, but offering points for
developments in QCTs encourages development in high-poverty neighborhoods
by definition. However, the QAP does not have any preferences or points that

depend on the racial makeup of the neighborhood for the proposed development.

4 A Qualified Census Tract (QCT) is defined as a tract where at least 50 percent of households
have incomes at or below 60 percent of area median income (AMI) or where the poverty rate is 25
percent or higher.
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Literature Review

Historically, the racial composition of neighborhoods has been correlated
with the locations of public housing and other types of subsidized housing. Rohe
and Freeman (2001) conducted a study to determine which factors are correlated
with the siting of affordable housing. The study included public housing
developments, low-income housing tax credit (LIHTC) properties, and other
HUD project-based subsidized developments (including Section 8 New
Construction, FHA Multifamily, and Section 236) throughout the United States
(Rohe & Freeman, 2001). A multivariate analysis was conducted to demonstrate
the relationship between the locations of affordable housing and a number of
neighborhood characteristics, including racial composition, poverty rate,
household income, house value, percentage of single-family owner-occupied
units, and the presence of other assisted housing in the tract. They also conducted
a logistic regression for each type of subsidized housing.

The results of the study indicated that most types of affordable housing—
especially housing for families—were more likely to be located in census tracts
with high percentages of African American, Hispanic, or African American and
Hispanic residents. Additionally, subsidized housing was found to be more likely
to be located in census tracts with higher poverty rates, lower housing values, and
lower percentages of single-family owner-occupied housing (Rohe & Freeman,
2001). Most types of subsidized housing were also found to be more likely to be
located in census tracts that already had other subsidized housing present. LIHTC

developments were the most likely to be located in neighborhoods with higher
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percentages of Black residents (Rohe & Freeman, 2001). This study found that
minority population, poverty rate, and vacancies were significant predictors of the
locations of most types of subsidized housing, including LIHTC developments.
Affordable family housing was found to be more likely to be located in high-
poverty neighborhoods and neighborhoods with higher percentages of African
American and Hispanic residents. However, the LIHTC developments were not
differentiated as either elderly or family housing, so this comparison was not
available in this study.

An important limitation for this study is that the authors only indicated
whether developments were located in the Northeast, Midwest, South, or West
and did not analyze the locations of housing in specific markets. Across the
country, local and state-level policies, as well as market characteristics and the
availability of land, play an important role in where subsidized housing is located.
To achieve results that are specific to a single housing market area, this study will
focus solely on the siting of LIHTC developments in the Boston Metropolitan
Area. This will allow for state-level recommendations for modifications to the
Quialified Allocation Plan.

Despite that the LIHTC has become the largest place-based housing
subsidy program, its lack of oversight by HUD and the preference for QCTs may
cause subsidized housing to be developed in high-poverty neighborhoods with a
high percentage of minority residents. Horn and O’Regan (2011) aimed to
determine how the LIHTC program and the siting of LIHTC developments could

contribute to segregation by race. They studied where LIHTC developments are
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located relative to where other low-income households live, the race of the tenants
in LIHTC properties, and changes in the racial composition of neighborhoods
with LIHTC developments (Horn & O’Regan, 2011). They ranked census tracts
in metropolitan areas by their level of minority concentration, identified LIHTC
units that were located inside or outside of QCTSs, units built by nonprofit or for-
profit developers, and whether LIHTC units were located in central cities or
suburbs. They used tenant racial composition data for Delaware, Massachusetts,
and Texas to determine whether the race of tenants is correlated with the siting of
LIHTC developments. Finally, they modeled neighborhood change over time
based on the difference in minority population between 1990 and 2000.

Through their models, Horn and O’Regan found that metropolitan areas
that had an increase in LIHTC units experienced declines in segregation, with an
especially strong decrease in segregation in QCTs. They determined that the racial
composition of the neighborhood, the race of tenants in LIHTC developments,
and change in neighborhood racial makeup over time were either neutral or
decreased segregation. However, some of the LIHTC units (those in QCTs, in
central cities, and developed by nonprofits) were located in areas with a
concentrated minority population. This study concludes that LIHTC
developments do not further segregation in metropolitan areas. However, they
also report that 42.8 percent of all LIHTC units nationwide are located in census
tracts with a high minority concentration (defined as over the 75" percentile in the
metropolitan area) and that units developed by nonprofits are more likely to be

located in high minority concentration census tracts (Horn & O’Regan, 2011).
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This indicates that there is still a tendency for LIHTC developments to be located
in neighborhoods with disproportionate shares of people of color relative to the
population of the metropolitan area.

Horn and O’Regan focused their analysis on determining whether LIHTC
developments were contributing to racial segregation over time in select
metropolitan areas and concluded that the properties do not further segregation.
However, a limitation of this methodology is that it does not thoroughly address
the finding that LIHTC developments were frequently located in census tracts
were minority residents made up a majority of the population. They measured
whether the addition of LIHTC units changed the dissimilarity and/or isolation
index (measures of segregation) across metropolitan areas. However, this does not
take into account the variation in racial composition in census tracts within a
metropolitan area. Localized measures would be more useful for determining the
relationship between the racial composition of neighborhoods and the locations of
LIHTC properties within the metropolitan area. To address this problem, this
study will use census tracts as the level of measurement and will use percentages
of the population that identify with certain racial groups to determine whether or
not LIHTC units are located in racially diverse or segregated areas.

Van Zandt and Mhatre (2009) were interested in studying the role of
LIHTC developments in expanding the geography of opportunity in the
Dallas/Fort Worth region in Texas (Van Zandt & Mhatre, 2009). Given that the
region is growing rapidly, they were seeking to understand the characteristics in

neighborhoods where LIHTC units are located. They measured the spatial
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clustering of LIHTC units at the zip code level, using both Moran’s I and Getis-
Ord Gi* statistics. They also used correlations to analyze the relationship between
the clusters of LIHTC units and share of minority populations, poverty, education,
and crime. Finally, they used T-tests to determine the differences between zip
codes with highly clustered LIHTC properties and zip codes that do not have
clusters of developments.

The authors found significant spatial clustering of LIHTC developments in
all of the counties in the region (Van Zandt & Mhatre, 2009). The hot-spot
analysis (Getis-Ord Gi*) indicates that there are significant clusters of LIHTC
developments in 16 zip codes, 12 of which are located in Dallas County, which is
the central urban county in the region. Forty-four percent of the total LIHTC units
are located in these 16 zip codes with high clusters, while the other 56 percent of
units are dispersed throughout the other 113 zip codes in the region (Van Zandt &
Mhatre, 2009). Furthermore, developments with more units are more clustered
together than smaller developments.

Based on the correlation analysis, clusters of LIHTC developments are
associated with higher poverty rates and larger minority population shares.
Additionally, the clustering of LIHTC units is associated with lower quality
education and lower neighborhood safety (measured by higher crime rates). The
56 percent of developments that were not found to be significantly clustered
together were located in zip codes with average neighborhood conditions as

compared to the rest of the region.
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Van Zandt and Mhatare concluded that although LIHTC units are
dispersed throughout the region, central city zip codes have clusters of large
LIHTC developments. Furthermore, the units that are in the outlying zip codes in
the region are not located in the most affluent areas. Based on their results, they
recommended that the LIHTC program be used to further the dispersal of
affordable housing throughout the Dallas/Fort Worth metropolitan area to
advance regional equity.

Van Zandt and Mhatare’s approach to measuring spatial clustering was
useful for considering clustering across the entire study region, as well as in the
smaller zip code areas. However, their choice of zip codes as the sites of analysis
does not capture more granular differences among neighborhoods, which could be
captured by using census tracts. Furthermore, the use of correlations in the
analysis can be used to identify relationships between LIHTC units and each of
the demographic variables. However, a multiple regression analysis would be
useful to determine which of the variables may predict the locations of LIHTC
developments. It is also important to consider that the demographic variables used
may be correlated with each other as well. My analysis used a regression model
(rather than correlations and T-tests) to determine which demographic and
neighborhood conditions variables predict the number of LIHTC units in a census
tract. This methodology (as well as the use of census tracts instead of zip code
areas) captures the relationships between variables in the model and allows for a

greater depth of analysis across neighborhoods in the region.
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Unlike other subsidized housing programs, the LIHTC is not governed by
HUD; siting decisions are made by developers, and development is only subject
to local regulations (Oakley, 2008). Oakley (2008) conducted a study to evaluate
the neighborhood characteristics of LIHTC developments, measure the spatial
clustering of LIHTC developments, and determine which geographic,
programmatic, and neighborhood variables predict locations of LIHTC
developments (Oakley, 2008). Given prior studies regarding the neighborhood
characteristics of public housing, she wanted to find out whether the LIHTC
similarly located developments in poor, minority neighborhoods, or if the
program was more successful in avoiding locating developments in disadvantaged
neighborhoods.

She used descriptive analysis, exploratory spatial data analysis, and spatial
regression to answer her research questions (Oakley, 2008). In her descriptive
analysis, she compared the numbers of LIHTC units that were placed in cities or
suburbs in four metropolitan areas (Atlanta, Chicago, Los Angeles, and New York
City). She also reported the population, racial composition, median household
income, and other socioeconomic characteristics for the census tracts with LIHTC
units. Her exploratory spatial data analysis included calculating the Local
Moran’s I statistic, which is an indicator of local spatial clusters of LIHTC
developments (Oakley, 2008). Finally, Oakley used a series of regressions to
predict the locations of LIHTC developments in each of the metropolitan areas
that she studied. The dependent variable was the percentage of LIHTC units

among the total of private rental units in the census tract. The independent
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variables were total population, racial composition, percentage female-headed
households, median household income, percentage unemployment, percentage
poverty, percentage of residents not living in the same house five years before,
percentage vacancy, and homeownership rate (Oakley, 2008). She also included
dummy variables for developments located in central cities and QCTs and
whether LIHTC units were present in the census tract before 1995. For each of the
metropolitan areas, she conducted a second regression that included a spatial lag
term to account for spatial autocorrelation among LIHTC developments.

For each of the metropolitan areas, Oakley identified areas of significant
spatial clustering of LIHTC developments. In the regression analysis, she found
that QCTs, existing LIHTC developments (built prior to 1995), and the spatial lag
term (indicating other nearby LIHTC developments) were the most significant
predictors of LIHTC developments (Oakley, 2008). Results varied across the
cities for the significance of income, poverty rate, race, and unemployment, but
Oakley concluded that the LIHTC developed more housing in diverse, advantaged
neighborhoods than other affordable housing programs. However, the LIHTC
program (partially due to the QCT preference) tended to result in properties being
developed near each other. This study indicates that LIHTC developments may be
located in more racially and economically integrated neighborhoods than other
types of subsidized housing. However, it also shows that the preference for QCTs
does have the consequence of attracting more LIHTC units to census tracts with a

high poverty rate and a large share of people of color.
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Oakley reported that race and poverty variables were by and large not
statistically significant predictors of the presence of LIHTC units in the four
metropolitan areas. However, QCT status was significant; LIHTC units were
more likely to be located in QCTs. Given that QCTs are defined as areas with
relatively high poverty rates, Oakley could have done further analysis to
understand this discrepancy. Additionally, she included four major racial
categories as variables (non-Hispanic White, non-Hispanic Black, Hispanic, and
Asian). One would expect multicollinearity between these variables. | conducted a
similar analysis, but I ran a regression model for all census tracts in the Boston
region and a model for just those census tracts where LIHTC units are present to
more clearly define the effect of QCTs. I only included three race categories
(Black, Latino, and Asian) to avoid multicollinearity in my regression.

Previous studies have analyzed the locations of subsidized housing in
multiple metropolitan areas or at the national level. Thus far, the relationship
between neighborhood racial composition and poverty rate and LIHTC units has
not been considered in the Boston Metropolitan Area. By focusing the study on
one housing market area within a single state, I am able to consider potential
recommendations for Massachusetts’ QAP, which will determine the siting of
future LIHTC properties. The purpose of this study was to determine the extent to
which LIHTC units are spatially clustered in the region and the extent to which
demographic variables, QCT status, and the presence of other subsidized housing

predict the number of LIHTC units present in a census tract.
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Methods

This study used spatial statistical analysis to examine the patterns behind
the siting of affordable housing and to determine the efficacy of the Low-Income
Housing Tax Credit (LIHTC) program to desegregate Greater Boston. The setting
of this analysis was the Boston Metropolitan Area in Eastern Massachusetts (US
Census Bureau, 2015b). This region includes 944 census tracts. This region was
selected because it represents a regional housing market and commuting area. The
share of affordable housing varies widely among neighborhoods in the region.

The analysis used data for the locations of three types of subsidized
housing developments (public housing, low-income housing tax credit
developments, and other multifamily properties assisted), which are publicly
available from HUD (Department of Housing and Urban Development, 2016c,
20164, 2016b, 2016d). Within the region, there are a total of 136 public housing
developments with 24,731 housing units. There are 525 LIHTC developments
with 43,867 units. There are 569 other HUD assisted multifamily developments
with 52,535 housing units. Qualified Census Tracts (available from HUD) were
also included in the analysis. There are 433 Qualified Census Tracts in the region.

Demographic data for census tracts in Massachusetts were accessed using
Social Explorer for the American Community Survey 5-Year Estimates from
2015 (US Census Bureau, 2015a). The U.S. Census Bureau randomly samples
addresses in every county in the country. Monthly surveys are conducted at
sampled addresses to produce annual updated estimates for census block groups

and census tracts (U.S. Census Bureau, 2014). In Massachusetts in 2015, over
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67,000 households and group quarters were sampled, and final interviews were
conducted for over 47,000 household and quarters across the state (“American
Community Survey Sample Size,” n.d.).

The ACS variables used for this study include total population, race®,
unemployment rate®, median household income, median gross rent, and percent of
population ages 18 to 64 living in poverty (poverty rate). These variables were
calculated at the census tract level. Using ArcMap, the American Community
Survey (ACS) data tables were joined to the census tracts for Massachusetts,
which were obtained from the U.S. Census Bureau (US Census Bureau, 2016).
Unit density was calculated using Field Calculator in ArcMap.

GeoDa was used for exploratory spatial data analysis (ESDA). Global
Moran’s I was calculated for LIHTC units, based on the number of units per
census tract’. A Local Moran’s I was also calculated using the number of units per
census tract. The Local Moran’s I was used to identify local spatial clusters of
subsidized housing developments.

GeoDa was also used to conduct an ordinary least squares regression with
the number of LIHTC units per census tract as the dependent variable. The
independent variables were: median household income, poverty rate, percent

Black, percent Asian, percent Latino/a, qualified census tract status®, public

5 Race includes White alone, Black or African American alone, American Indian and Alaska
Native alone, Asian alone, Native Hawaiian or other Pacific Islander alone, some other race alone,
and two or more races.

6 The unemployment rate is the percent of the civilian population in labor force 16 years and over
that is unemployed.

" Moran’s I ranges from +1.0 (which indicates spatial clustering) to -1.0 (which indicates
dispersion. Values close to 0 indicate a random pattern.

8 QCT status is a dummy variable. A value of 1 is assigned to QCTs, and a value of 0 is assigned
to tracts that are not QCTSs.
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housing units, HUD assisted multifamily units, unemployment rate®, median rent,
total housing units, and unit density (number of housing units per square mile).
After the ordinary least squares regression, a spatial regression was calculated
using GeoDa with a spatially lagged variable®,

A second regression was conducted for the census tracts in the region
where LIHTC units are present. There are a total of 241 census tracts that have
LIHTC units. The dependent variable was the number of LIHTC units per census
tract. The independent variables included percent Black, percent Latino/a, percent
Asian, poverty rate, median household income, poverty rate, QCT status, public
housing units, HUD assisted multifamily housing units, unemployment rate,
median rent, total housing units, unit density, and a reciprocal variable for median
income!!. HUD assisted multifamily housing units were also removed from the
analysis because there is high multicollinearity with LIHTC units in this subset of

the data.

° The unemployment rate is the percent of the civilian population in labor force 16 years and over
that is unemployed.

10 The spatial lag model used a Queen’s contiguity matrix with 1 order of contiguity.

11 The reciprocal variable was calculated as [1/ (median household income)]. This was added
because there was a nonlinear relationship between median household income and number of
LIHTC units per census tract in this data set.
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Results

The map below shows the locations of public housing developments,
HUD assisted multifamily housing developments, and LIHTC developments in
the Boston Metropolitan Area. Across the region, there are a total of 136 public
housing developments with a total of 24,731 units. There are 569 HUD assisted
multifamily developments with 52,535 housing units. There are 525 LIHTC
developments with 43,867 housing units in the region. However, these housing
units are not evenly distributed throughout the region. As would be expected,
there are a large number of developments in the City of Boston and the nearest
surrounding communities, which is the most populous part of the region. There

are also clusters of developments in the towns of Lowell and Lawrence.
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Figure 1: Locations of subsidized housing developments in the Boston Metropolitan Area
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The following map shows the locations of LIHTC, public housing, and other

HUD assisted multifamily housing developments in Boston. There is a

concentration of subsidized housing developments in the South End and Roxbury.

Figure 2: Locations of subsidized housing developments in the City of Boston
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Descriptive statistics
This table shows the minimum value, maximum value, mean, and standard
deviation for all of the variables that were used in this analysis. Values for all

variables are calculated at the census tract level.

Table 1: Descriptive statistics for study variables; N=905

Variable Minimum Maximum Mean Star.mdafrd
deviation

486 9,440 4,761.19 1,643.12

0 93 9.08 1565

0 74 766 871

0 98 11.59 1638

$12,142  $217,583  $79,509  $33,894

0 64 1088 970

0 1 047 050

0 1,568 48.05 140.14

0 1,283 57.65  137.35

0 1,303 2722 116.08

1 35 787885

$285 $3039  $1,299  $386

168 4,859 1,921.90 666.71

47 65,167 4,211.02 6,393.99

Variable maps

| prepared variable maps for each of the key variables in this study,
including percent Black, percent Latino, percent Asian, median household
income, poverty rate, and Qualified Census Tracts. Each of these variable maps
also show LIHTC developments. The developments are shown with proportional
symbols that represent the size of the development by number of units. For each
variable, there is one map that shows the entire Boston Metropolitan Area and a
second map that displays the demographic variable and the LIHTC units in the

City of Boston.
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The first variable map shows the percent of Black residents in each census
tract, along with the locations of LIHTC developments. Across much of the
region, census tract populations are less than five percent Black. However, there
are higher Black populations in Boston and Brockton. Some of the areas with
higher percentages of Black residents also include clusters of LIHTC units,
indicating that there could be a relationship between the number of LIHTC units

and the Black population in a tract.
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Figure 3: Percent of population that is Black by census tract
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This map shows the percent of the census tract population that identified
as Black, as well as the locations of the LIHTC developments in Boston. The
share of the population that is Black is greatest in the neighborhoods of Roxbury,
Mattapan, Dorchester, and Hyde Park. The map shows that there are more LIHTC
units located in the census tracts where larger share of the population is Black.
West Roxbury, Back Bay/Beacon Hill and Allston/Brighton have lower
percentages of Black residents and have few LIHTC developments. This indicates
that there is a positive relationship between the share of the tract population that is

Black and the number of LIHTC units in Boston.
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Figure 4: Percent of population that is Black by census tract in the City of Boston
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This map shows the percent of Latino/a residents in each census tract.
Across the region, the proportion of Latino/a residents is often below ten percent.
However, there are higher proportions of Latino/a residents in Boston, Lawrence,
Chelsea, Revere, and Lynn. In each of these municipalities, there are LIHTC
developments present. This pattern could demonstrate a relationship between
LIHTC units are percent of population that is Latino/a, but it was not statistically

significant in the regression analysis.
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Figure 5: Percent of population that is Latino/a by census tract
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This map shows the percent of the census tract population that identifies as
Latino/a in Boston, along with the locations of LIHTC developments. There are
larger shares of Latino/a residents in tracts in East Boston, Jamaica Plain, and
Roxbury. These neighborhoods also have clusters of LIHTC developments, which
indicates that there may be a relationship between Latino/a population share and
LIHTC units in Boston. However, this relationship was not statistically significant

in the regression analysis.
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Figure 6: Percent of population that is Latino/a by census tract in the City of Boston
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The following map shows the percent of Asian residents by census tract.
The highest shares of Asian residents live in tracts in Boston, Quincy, and Lowell.
There are LIHTC units present in Lowell and Boston, but overall the locations of
LIHTC units do not follow the same pattern as the percentage of the tract
population that is Asian. This could indicate that there is a weak relationship

between percentage of Asian residents and LIHTC units.
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Figure 7: Percent of population that is Asian by census tract
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Within the City of Boston, the tracts with the largest shares of Asian residents are
located in the Allston/Brighton, Dorchester, South Boston, and Central Boston
(where Chinatown is located). In Central Boston and Dorchester, there are also
groups of LIHTC developments. However, many of the tracts with the largest

numbers of LIHTC units are tracts where less than five percent of the population

identifies as Asian.
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Figure 8: Percent of population that is Asian by census tract in the City of Boston
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This map shows the median household income by census tract. The
highest income areas are concentrated in suburban areas to the west of Boston
(the Metro West area), as well as some suburban tracts south of Lawrence. Many
of the lowest income census tracts are within the City of Boston, as well as in
Lowell, Lawrence, and Brockton. Largely, the highest income census tracts do not
have LIHTC units. There are more LIHTC units present in lower income census

tracts in the region.
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Figure 9: Median household income by census tract
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Within Boston, the highest income census tracts are located in Central
Boston, Charlestown, South Boston, and Jamaica Plain. Many of the tracts with
the highest median incomes have no LIHTC developments. This may indicate that

there is a negative relationship between median household income and number of

LIHTC units in Boston.
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Figure 10: Median household income by census tract in the City of Boston
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This map shows the poverty rate by census tract. The percent of people in
poverty follows a similar pattern to the median income. The overwhelming
majority of tracts have a poverty rate of less than seven percent. The census tracts
with higher poverty rates are primarily located in urban areas, including Boston,
Brockton, Lowell, and Lawrence. In each of these urban areas, there are clusters
of LIHTC developments. However, tracts with higher poverty rates in the
southern and western parts of the region do not have LIHTC units present. Based
on these mixed results, it is difficult to estimate the relationship between census

tract poverty rate and number of LIHTC units.
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Figure 11: Percent of adults living in poverty by census tract
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In Boston, the areas with the highest poverty rates are located in
Allston/Brighton, East Boston, Fenway/Kenmore, Jamaica Plain, South End,
Roxbury, and Dorchester. In East Boston, Roxbury, and the South End, there are
also clusters of LIHTC developments. This may indicate that there is a positive
relationship between census tract poverty rate and the number of LIHTC units

present in a census tract in Boston.
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Figure 12: Percent of adults living in poverty by census tract in the City of Boston
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This map shows the locations of the Qualified Census Tracts (QCTSs) in
the region, as designated by the LIHTC statute criteria. These tracts are located in
Boston, Lowell, Lawrence, Brockton, Everett, and Lynn. In these cities, there are
clusters of LIHTC units, which may indicate that the QCT preference has resulted
in more LIHTC units being sited in QCTs. However, there are groups of QCTs in
Sherborn, Gloucester, Saugus, Avon, Kingston, and Plymouth where no or very
few LIHTC units are present. Other factors, including local policy and market
conditions may outweigh the QCT preference as a determinant of where LIHTC

developments have been built.
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Figure 13: Census tracts designated as Qualified Census Tracts
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Many of the census tracts in Boston are classified as Qualified Census Tracts
based on the LIHTC statute criteria. QCTs in Boston have greater numbers of
LIHTC units than tracts that are not QCTs. Tracts that are not QCTs are located in
West Roxbury, Allston/Brighton, South Boston, and Dorchester. Many of these
tracts have no LIHTC units, which could indicate that the LIHTC preference
results in more LIHTC units being located in QCTs. However, QCT status was
not a significant predictor of the number of LIHTC units in a tract in the

regression analysis.
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Figure 14: Census tracts designated as Qualified Census Tracts in the City of Boston
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Measuring spatial clustering

The Global Moran’s I for number of LIHTC units is 0.24, which indicates
that there is some spatial autocorrelation among the number of LIHTC units per
census tract. The pseudo p-value is 0.01, which indicates that this result is
statistically significant. Spatial autocorrelation means that the locations of LIHTC
units are dependent on each other. The Local Moran’s I was also calculated, and
the results are shown in the map below (Figure 8).

There are high-high clusters of LIHTC units in Boston and Lowell. These
are tracts with high numbers of LIHTC units surrounded by other tracts with high
numbers of LIHTC units. There are low-low clusters in tracts in Lincoln,
Wellesley, North Andover, Hopkinton, Carlisle, Bridgewater, Weston, Hingham,
and Medford. These are census tracts with low numbers of LIHTC units
surrounded by other tracts with low numbers of LIHTC units. These patterns
reveal that LIHTC units are not randomly dispersed throughout the region; they
are located in clusters. This demonstrates that LIHTC units have been more likely

to be located near existing LIHTC units over time.
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Figure 15: Local Moran's | cluster map for LIHTC units by census tract
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Regression analysis for all census tracts

The results of an ordinary least squares analysis indicate that poverty rate,
percent of tract population that identified as Black, total housing units, number of
multifamily assisted housing units, and number of public housing units were all
significant predictors of the number of LIHTC units present in a census tract,
controlling for the other variables in the model (see Table 2). A one percentage
point increase in the census tract poverty rate is associated with an increase of 1.7
LIHTC units. A one percentage point increase in the share of Black residents
living in a census tract is associated with 1.2 more LIHTC units being located in
that tract. A one unit increase in the number of public housing units present in a
tract is associated with an increase of 0.1 LIHTC units. A one unit increase in the
number of other HUD assisted multifamily housing units is associated with an
increase of 0.5 LIHTC units. This indicates that affordable housing may be
grouped together in particular census tracts.

In the spatial lag model, percent of population identified as Black, total
housing units, public housing units, and multifamily assisted housing units
remained significant. The spatial weight variable was also significant, indicating
that there was spatial autocorrelation among census tracts with LIHTC units. In
the ordinary least squares regression, the R-squared value was 0.40; in the spatial
lag model, it was 0.43. This indicates that including a spatial weight slightly
improved the fit of the model. The Akaike Info Criterion and the Schwarz
Criterion both decreased for the spatial lag regression, which also confirms that it

was a better fit for the data. The spatial lag model demonstrates that the locations
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of existing LIHTC units is a significant predictor of where new LIHTC units will

be located because the units are spatially clustered together in the region.

3
Sy
[a))
N
)
(1]
<
(9]
w0
]
o
S
o
n
<
=
%)
?
S
°
s
S
S
<
7
Q
1%)
a
(7]
QO
<
S
[
(%)
Q
S
Q.
%)
e
Q
fd
g
=
Q
«Q
3
o
Q.
)
%)
=
1]
0
(=)
(3]

OLS Regression Spatial Lag Regression




69

Regression analysis for census tracts with LIHTC units present

The results of the regression for the 241 census tracts with LIHTC units
indicated that poverty rate, percent of population that is Black, and public housing
units were no longer statistically significant predictors of the number of LIHTC
units in a census tract. For this subset of data, a reciprocal variable for median
household income was added to the analysis because there is a nonlinear
relationship between median household income and number of LIHTC units.
Adding the reciprocal improved the fit of the model. The R-squared for the model

was 0.41.

Table 3: Regression results for tracts with LIHTC units; N=241

Coefficient

of dollars)
Qualified Census Tract Status 8.44
(1=QCT, 0=not QCT)
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Because there was high multicollinearity between LIHTC units and HUD
assisted multifamily units in this subset of data, HUD assisted multifamily
housing units were removed from the analysis. The following table (Table 4)
shows the results for this modified regression. In this analysis, the percentage of
tract population that is Black, percentage of the population that is Asian, median
household income, total housing units, and the reciprocal of median household
income were significant predictors of the number of LIHTC units in a census
tract. The R-squared for this analysis was 0.28.

A one percentage point increase in the share of the tract population that is
Black is associated with 2 more LIHTC units being located in that tract. A one
percentage point increase in the share of the population that is Asian is associated
with 3 more LIHTC units being located in that tract. A one-unit increase in the
total number of housing units in a census tract is associated with 0.08 more
LIHTC units being located in the tract.

The reciprocal variable for median household income is statistically
significant, which indicates that variation in median income at the lower end of
the range has more effect on the number of LIHTC units in a census tract than
variation in median income at the higher end of the range. Among census tracts
where LIHTC units are present, a $1,000 increase in median household income is
associated with 1.7 more LIHTC units being located in the tract.

This secondary analysis was conducted to test the robustness of the results
of the regional analysis. Because the percent of tract population that is Black

remained significant in this analysis, I have confidence that this is a significant
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predictor of the locations of LIHTC units. Because poverty rate did not remain
significant in this analysis, | am less confident in the significance of the

relationship between tract poverty rate and number of LIHTC units present.

Table 4: Regression results for census tracts with LIHTC units (exclude HUD assisted multifamily housing
units); N=241

Coefficient

Constant -351.77**

Median Household Income (in thousands 1.70*
of dollars)
Percent in Poverty -1.26

Percent Black 2.02**
Percent Asian 2.96*

Percent Latino/a -0.07

Qualified Census Tract Status 25.41
(1=QCT, 0O=not QCT)
Public Housing Units 0.02

Unemployment Rate 0.18
Median Rent (in hundreds of dollars) -2.10
Total Housing Units 0.08**
Unit Density (units per square mile) 0.002
1/Median household income 1.06**

R-Squared 0.28
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Discussion

The analysis indicated that LIHTC units are spatially clustered in the
Boston Metropolitan Area and that neighborhood demographic characteristics
predict the locations of LIHTC units. There is statistically significant spatial
clustering of LIHTC units in certain areas in the region, particularly in Boston and
Lowell. There are also significant clusters of tracts in Lincoln, Wellesley, Weston,
Hingham, and Medford with low numbers of LIHTC units. Of these, Lincoln,
Weston, Hingham, and Medford have no LIHTC units; Wellesley has one
development with 123 LIHTC units. This demonstrates that over time, developers
have chosen to build LIHTC units in groups of census tracts where LIHTC units
are already present, rather than in areas where there are no (or few) LIHTC units.
This clustering pattern means that some census tracts across the region do not
have any LIHTC developments available for low-income individuals and families
who qualify for assistance.

The clustering of LIHTC units can contribute to the concentration of
poverty because the median income of residents is much lower than for the
general population. Additionally, a majority of households in LIHTC units in
Massachusetts have incomes of less than 30 percent of AMI (Office of Policy
Development and Research, 2016). Furthermore, there are much greater shares of
Black and Hispanic residents in LIHTC properties than in the overall population
in Massachusetts (Office of Policy Development and Research, 2016;
“QuickFacts: Massachusetts,” 2016). Because LIHTC units house a

disproportionate share of people of color, clustering LIHTC units together could



73

contribute to segregation by race. The spatial lag term was also positive and
significant in the spatially lagged regression model, which confirms that the
presence of existing LIHTC units in a tract is a significant predictor of the
location of new LIHTC units in that census tract.

In addition to clustering among LIHTC units, there is also a relationship
between the locations of LIHTC units and other subsidized housing units. In the
regression, both the number of public housing units and the number of HUD
assisted multifamily housing units were significant predictors of the number of
LIHTC units present in a census tract. LIHTC units are more likely to be present
in census tracts where public housing and other HUD assisted multifamily
housing units are present. This indicates that there is clustering among subsidized
housing and that there may be some census tracts or neighborhoods that bear a
disproportionate share of subsidized housing, while other tracts do not have any
subsidized housing.

In the 2015 decision in Texas Department of Housing and Community
Affairs v. The Inclusive Communities Project, Inc., the Supreme Court ruled in
favor of the Inclusive Communities Project, which argued that too many tax
credits had been allocated to predominantly Black urban neighborhoods while too
few credits had been allocated to majority White suburban neighborhoods in
Texas (Callison, 2015). This ruling (and the ruling in United States of America ex
rel. Anti-Discrimination Center of Metro New York, Inc. v. Westchester County,
New York) affirms that state and local housing agencies should prevent the

development of a disproportionate share of subsidized housing (including LIHTC
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developments) in low-income or segregated areas. Affordable housing should be
dispersed throughout a region to provide adequate opportunities for low-income
residents.

Residents of LIHTC properties are likely to live in neighborhoods with
higher poverty rates. The regression analysis shows that there is a positive
association between poverty rate and number of LIHTC units by census tract,
controlling for other demographic variables and locations of other subsidized
housing units, which indicates that LIHTC developments are more likely to be
located in tracts with higher poverty rates. This is consistent with findings from
previous studies, which have found that LIHTC units are more likely to be sited in
tracts with high poverty rates (Rohe & Freeman, 2001).

In Massachusetts, over 64 percent of residents in LIHTC units have
incomes at or below 30 percent of AMI (Office of Policy Development and
Research, 2016). Because LIHTC units house low-income residents, locating
LIHTC units in high-poverty neighborhoods can further the concentration of
poverty. Studies have shown that living in high-poverty neighborhoods can have
negative impacts on health, and people who live in high-poverty neighborhoods
have decreased access to quality education, employment, and amenities (Charles,
2013; Goetz, 2015). Children who grow up in subsidized housing in high-poverty
areas do not have the same opportunities for success that children in wealthier
areas are afforded (Massey, 2015).

LIHTC units can also contribute to segregation by race. LIHTC units are

more likely to be located in census tracts with a higher proportion of Black
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residents. The positive relationship between LIHTC units and the percent of the
tract population that is Black, controlling for the other variables in the analysis,
demonstrates that racial composition is a statistically significant predictor of
where LIHTC units are located. Because residents of LIHTC developments are
disproportionately Black, locating this housing in majority Black tracts may have
played a role in maintaining segregation (Muralidhara, 2006; Office of Policy
Development and Research, 2016). Living in neighborhoods that are segregated
by race is associated with Black residents being exposed to higher rates of crime
and environmental hazards (Briggs, 2005). Additionally, racial segregation is
associated with lower incomes for Black individuals (Acs et al., 2017). Siting
LIHTC units in census tracts with disproportionately high shares of Black
residents (as compared to the region as a whole) increases the effects of racial
disparities and racial segregation for Black residents in LIHTC units.

In spite of political boundaries, differences in land costs, and other factors,
LIHTC units have been located in high-poverty neighborhoods and in
neighborhoods with disproportionate shares of Black residents. This pattern could
be a product of where housing developers operate in the region, particularly
nonprofit CDCs whose mission is economic development in urban areas. These
organizations often focus their development efforts in particular towns and
neighborhoods, so the lack of LIHTC units in parts of the region could be due to a
lack of development activity.

Furthermore, it is important to recognize how the state has contributed to

the siting of LIHTC units in clusters within the region. For example, the points for
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opportunity areas in the QAP includes proximity to transit, and access to public
transit is greater in Boston and its immediate surroundings than in the rest of the
region. Though the QAP is used to determine where LIHTC developments are
locate, poverty rate and share of tract population identified as Black remain
significant predictors of the locations of LIHTC units. Because of this, it is clear

that the QAP is not successful in advancing racial and economic integration.

Limitations

This cross-sectional analysis focused on census tract demographic
characteristics and the locations of subsidized housing at one point in time. It did
not evaluate the extent to which the neighborhood characteristics changed over
time. Furthermore, it did not evaluate how the siting of LIHTC units may have
changed in relation to neighborhood racial composition or poverty rate. Based on
this analysis, it is not possible to evaluate the extent to which LIHTC units may
bring about neighborhood change.

There are numerous census tracts in the region that have zero LIHTC
units. A second regression was conducted using data for just the census tracts
where LIHTC units are present in the region to differentiate between tracts with
and without LIHTC units. However, other statistical methods could be used to
further understand the differences between census tracts with no units, low
number of LIHTC units, and high numbers of units.

Another limitation for this study is that it does not capture all of the

project characteristics that are outlined in Massachusetts’ Qualified Allocation
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Plan. The fundamental project characteristics that are necessary for a project to
move forward are financial feasibility, design, development team, marketability,
and readiness to proceed. These categories are considered for each application
before other characteristics are considered. Details about individual project
applications were outside the scope of this study.

Related to the QAP characteristics, this study did not incorporate data
about the access to financing throughout the region. It is important to consider
that developers often use multiple funding sources to finance land acquisition and
development. It is conceivable that developers find it easier to acquire financing
in some census tracts in comparison to other tracts. It is also important that many
LIHTC developments also receive other types of subsidies, including project-
based Section 8 vouchers. This study did not differentiate between LIHTC
developments that received additional subsidies and those that did not.
Additionally, this study did not incorporate data for land costs, which contribute
to developers’ decisions about where to build housing developments.

Variables included in this analysis may be subject to multicollinearity. For
example, racial composition, poverty rate, and other variables may be correlated
with each other. Additionally, the numbers of subsidized housing units (LIHTC,
public housing, and other HUD assisted multifamily housing units) may also have
a positive relationship with the poverty rate and the share of people of color in a
census tract, given that subsidized housing is set aside for low-income residents
and house a disproportionate share of people of color (Office of Policy

Development and Research, 2016; “Picture of Subsidized Households,” 2016).
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Recommendations for further research

b

This study did not evaluate many of the point categories in Massachusetts
QAP to gauge their importance in determining where LIHTC developments are
located. A future study could incorporate variables related to school quality,
employment opportunities, and other opportunity variables to determine whether
the QAP has successfully incentivized LIHTC development in high-opportunity
neighborhoods.

Additionally, it would be useful to evaluate whether neighborhood
characteristics have changed over time where LIHTC units are located. This
would indicate whether DHCD has continued to improve its QAP over time to
ensure that more developments are located in higher income, high-opportunity,
and racially diverse neighborhoods. Time series data could be incorporated into
the analysis to further understand the relationships between neighborhood
characteristics and LIHTC units.

Other statistical models could also be used to test the relationship between
the number of LIHTC units in a census tract and demographic characteristics. For
example, a logistic regression could be used for this analysis, given that many
tracts in the region have zero LIHTC units. For this analysis, the dependent

variable would be a binary for LIHTC units present or not present.
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Policy Recommendations

While public housing has drawn heavy criticism for being located in
segregated neighborhoods and has been replaced over time with other kinds of
subsidized housing, the LIHTC program has not been subjected to the same
scrutiny. The LIHTC program is not overseen by HUD, and the federal statute
does not have specific requirements regarding the siting of developments, other
than the preference for Qualified Census Tracts. Given that the LIHTC statute
gives states latitude to define priorities in their QAPs, Massachusetts has an
opportunity to use its QAP to change which neighborhoods new LIHTC
developments are located in.

Massachusetts’ current QAP includes a priority for locating LIHTC
developments for families in high-opportunity neighborhoods; there are
considerations about access to public transit, quality of schools, and other
indicators. The QAP states that areas of opportunity are typically neighborhoods
with a poverty rate below 15 percent (Massachusetts Department of Housing and
Community Development, 2016). However, there are no points allocated for
developments located in low-poverty census tracts. Furthermore, there is no
mention of race in the QAP.

HUD?’s rule for Affirmatively Furthering Fair Housing requires that
agencies use data about race, poverty, access to opportunity, and
segregation/integration to inform decisions about where subsidized housing
should be located. Because the LIHTC program is subject to the Fair Housing

Act, it should also be subject to the AFFH rule. In order to successfully
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affirmatively further fair housing, Massachusetts’ Department of Housing and
Community Development should utilize neighborhood racial data and data on the
racial composition of LIHTC tenants when making decisions about which LIHTC
development proposals to accept. The Commonwealth of Massachusetts
maintains a robust set of geospatial and demographic data, and HUD provides
demographic data and the locations of subsidized housing and Qualified Census
Tracts. In addition, locally available data could be used to further inform the
decisions about where to locate LIHTC units in the region. Incorporating
neighborhood-level data about poverty and racial composition and the locations of
existing subsidized housing could decrease the associations between LIHTC units
and poverty rate and Black population share and reduce clustering among
subsidized housing developments.

Considering the racial composition of neighborhoods, poverty rates, and
locations of existing LIHTC units in the QAP for Massachusetts will incentivize
developers to consider these factors when submitting development proposals. As
a result, more units would be expected to be built in more racially integrated,
lower poverty neighborhoods and in neighborhoods that lack subsidized housing.
However, modifications to the QAP will not prevent the siting of LIHTC units in
urban neighborhoods (which have greater proportions of Black residents, higher
rates of poverty, and more existing subsidized housing) altogether. This approach
would balance the goals of racial and economic integration—which are favored

by fair housing advocates—with the goal of investing in urban neighborhoods—
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which tends to be supported by community development advocates (Goetz &
Orfield, 2011).

The Department of Housing and Community Development should
consider incentivizing the development of LIHTC projects in low-poverty
neighborhoods in the region. The regression revealed that LIHTC units are more
likely to be locating in census tracts where a higher percentage of the population
is living in poverty. Living in a high-poverty neighborhood can limit access to
educational and employment opportunities, increase exposure to crime, and result
in poorer physical and mental health (Goetz, 2015; Massey & Denton, 1993).
Areas of concentrated poverty also have a concentration of environmental
hazards, higher levels of stress, inadequate health services, and lower quality food
than other neighborhoods (Orfield, 2005a). These neighborhood effects can add
further challenges to the lives of people with low incomes. Reducing the number
of LIHTC units in high-poverty neighborhoods could reduce the effects of
concentrated poverty. The QAP could offer points for proposals for developments
in low-poverty neighborhoods to encourage developers to build LIHTC properties
in neighborhoods with low rates of poverty.

The results of this study also show that LIHTC units are more likely to be
located in census tracts where a larger proportion of the population is Black.
Litigation under the Fair Housing Act has specifically required that subsidized
housing not be located in neighborhoods where the majority of the population is
Black because it can contribute to segregation by race (Roisman, 2007;

Schwemm, 2012). Racial segregation is correlated with racial disparities in health
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outcomes, access to employment and high-quality schools, and exposure to crime
and environmental hazards (Briggs, 2005). Racial segregation in a city is
associated with lower incomes for Black residents, higher rates of crime, and
lower educational attainment for both Black and White residents (Acs et al.,
2017).

The LIHTC program has not been challenged in court (like public housing
has) despite that it is also subject to the provisions of the Fair Housing Act. State
agencies that participate in the LIHTC program are responsible for ensuring that
LIHTC properties are not located in racially segregated neighborhoods. In
Massachusetts, the LIHTC program could be leveraged to encourage that housing
that receives tax credits is more likely to be located in neighborhoods with a
larger share of White residents to further racial integration. The QAP could offer
points for developers who seek to build housing in neighborhoods with a higher
proportion of White residents.

The Moran’s I analysis and the positive and significant spatial lag term in
the regression demonstrate that LIHTC units are significantly clustered in the
Boston Metropolitan Area. Additionally, the presence of public housing units and
other HUD assisted multifamily housing units were found to be significant
predictors of the presence of LIHTC units in a census tract. New LIHTC units
have been located in census tracts that already have subsidized housing, while
many tracts in the region have little or no subsidized housing. Because the LIHTC
program is currently the largest program for producing new affordable housing,

this clustering should be addressed in the QAP for Massachusetts. Because
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LIHTC developments house low-income residents, concentrating these
developments in certain neighborhoods could create new concentrations of
poverty in these neighborhoods (McClure, 2010). Avoiding creating clusters of
LIHTC developments is important to prevent furthering the concentration of
poverty and economic segregation in the region. Galster suggests modifying the
LIHTC allocation rules to prevent concentrations of assisted housing (Galster,
2013).

Clustering of LIHTC developments could also indicate that the program is
not directing housing to areas where there is a shortage of affordable housing for
certain income groups (McClure, 2010). LIHTC developments typically serve
households with incomes between 30 percent and 60 percent of Area Median
Income (AMI) (McClure, 2010). Some LIHTC units are also set aside for people
with incomes below 30 percent of AMI. Orfield, Stancil, Luce, and Mott
recommend that state agencies ensure that all parts of a region contribute their
“fair share” of LIHTC developments to provide housing opportunities to these
households (Orfield, Stancil, Luce, & Myott, 2015). Affordable housing should be
available throughout the region to ensure that households that qualify to live in
LIHTC housing have access to it. Fair housing litigation has consistently required
that subsidized housing be dispersed throughout metropolitan areas, rather than
concentrated in central cities (Callison, 2015; Roisman, 2007; Schwemm, 2012).

Because of concerns about the LIHTC’s contribution to concentrated
poverty and the need for affordable housing throughout the region, | recommend

that the Massachusetts Department of Housing and Community Development add
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a provision to its QAP that awards additional points to development proposals that
will result in LIHTC units being built in neighborhoods where there are no (or
very few) existing housing units that are restricted for people with low incomes.
Adding LIHTC developments to census tracts or municipalities in the Boston
Metropolitan Area that do not currently have any LIHTC units (or other
subsidized housing) would reduce the concentration of poverty associated with
LIHTC units and increase the availability of low-income housing throughout the

region.
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Conclusion

The Fair Housing Act was intended to end segregation by race and to
improve housing choice for people of color. The “affirmatively to further”
provision and related litigation have required that housing authorities and state
agencies avoid clustering subsidized housing in low-income or racially segregated
neighborhoods. The LIHTC is currently the largest program for the creation of
subsidized housing and is administered at the state level. This study found that
LIHTC units are spatially clustered in the Boston Metropolitan Area. In addition,
there are positive relationships between poverty rate and the share of the
population that is Black and the number of LIHTC units in a census tract, which
demonstrates that LIHTC units are more likely to be located in high-poverty and
racially segregated neighborhoods in the region.

Both racial segregation and the concentration of poverty are associated
with negative impacts on health, educational attainment, employment, and other
outcomes. Segregation intensifies the pervasive inequalities between people of
color and White people in the United States. Because LIHTC developments house
low-income residents and a disproportionate share of people of color, the siting of
LIHTC units in neighborhoods with higher poverty rates and where a large share
of the population is Black can exacerbate the problems associated with economic
and racial segregation. The Fair Housing Act requires that government agencies
seek to reduce segregation through their affordable housing programs. To fulfill
its duty to affirmatively further fair housing, the Department of Housing and

Community Development should consider modifying the QAP for Massachusetts
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to encourage the development of future LIHTC units in low-poverty census tracts,
tracts where a large share of the population is White, and tracts that have no or
very few subsidized housing units. Each of these incentives would serve to
disperse LIHTC units throughout the Boston Metropolitan Area and to avoid

further segregation and concentration of poverty.
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