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Abstract: Some housing researchers have criticized the United States housing subsidy scheme re-
ferred to as the Low-Income Housing Tax Credit (LIHTC) program for failing to promote better
opportunities for low-income persons. In this study, therefore, we examine the socio-economic and
built-environment characteristics of LIHTC developments at the neighborhood level. Specifically,
we aim to investigate the characteristics associated with LIHTC developments compared to neigh-
borhoods without this kind of development. We focus on California statewide initially and then
narrow our focus to examine LIHTC developments in Los Angeles County (LAC). We then compare
the results from the two levels of government. We compiled data from several sources including the
U.S. Census Bureau, the State of California, the Southern California Association of Governments,
and other secondary sources; used Geographic Information Systems (GIS) to aid in creating several
location-based indicators; and employed logistic regression for analyses. Our results show that
LIHTC developments at the statewide and county levels tend to be in racially/ethnically diverse
neighborhoods with higher levels of economic hardship, lower rents, a higher percentage of renters,
and spatial clustering of LIHTC developments. With LAC removed from the state-level analysis,
economic hardship is not more likely to occur in LIHTC neighborhoods. This finding suggests, except
for in LAC, state policies may be having some level of success in locating LIHTC housing outside
of hardship areas. Finally, in examining additional built-environment variables in LAC, we find
LIHTC developments were more likely to be in a neighborhood with a park than other neighborhoods
in the county. We discuss these results further and conclude with a brief recap of results, policy
recommendations, and suggestions for future research.

Keywords: LIHTC; low-income housing; neighborhoods

1. Introduction

The need for affordable housing has become a tremendous problem in many countries
in the last decade. In the United States, this need has been long standing, with lower-
income households, in particular, struggling to find decent, affordable housing. In many
U.S. metropolitan regions, housing units affordable to lower-income households are dra-
matically under-supplied and rent has reached extremely high levels. These conditions are
especially visible in California, where the cost of land in many areas, particularly the coastal
regions, makes the development of lower-income housing without significant subsidies an
unrealistic endeavor.

The federal Low-Income Housing Tax Credit (LIHTC) is the largest production side-
subsidy for lower-income housing in the United States [1,2]. Over the last two decades,
the addition of LIHTC units to the housing stock has substantially increased, and the total
number of units credited to the program is approaching three million [3–5]. Clearly, LIHTC
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has become a critical source of capital for the production of rental housing for households
with lower incomes. Given the importance of the LIHTC program to lower-income housing
development, researchers and policy makers have been interested in the operation of and
outcomes associated with the program [1].

Research about the LIHTC program has proliferated as this program has grown
from a relatively small, temporary effort to a large, permanent program. Housing policy
scholars and housing practitioners came to realize that public housing was shrinking and
its trajectory was unlikely to change [6]. While it was initially criticized as inefficient, the
LIHTC program gained momentum as a result of programmatic improvements to eliminate
some inefficiencies and the emergence of a reliable structure of participants in the process
(i.e., investors, intermediaries, developers). Moreover, the political environment favored
LIHTC-subsidized housing developed by for profit and nonprofit developers compared to
housing produced by the government [7]. On the last point, the LIHTC presented attractive
features to liberal and conservative leaders alike in Congress. For liberal-minded policy
makers, the program produced much needed housing for lower-income households and,
for conservatives, it removed the government from the direct development of housing; the
latter was viewed as a smaller government goal for many conservatives. Other features of
the program that were likely attractive to liberals and conservatives include the allocation
of credits to every state, a substantial level of discretion at the state level in shaping the
program objectives, more flexibility for state and local governments, and the status of the
program as “off budget”, distancing it from the line item budget arguments that impact
many programs [8–11].

Many policymakers, researchers, and housing practitioners recognize the value of this
program for generating capital for the production of lower-income housing. That being
said, there has been concern about the location of LIHTC developments with respect to
the concentration of minorities and poverty and the degree of access to services, as well as
the presence or absence of other neighborhood characteristics. Research on the location of
LIHTC units has increased in the last few years; however, there is far less research on the
LIHTC program compared to contributions on public housing [8]. For this reason, in this
article, we focus on the quality of LIHTC neighborhoods by investigating demographic,
economic, housing, and built-environment characteristics in LIHTC neighborhoods ver-
sus non-LIHTC neighborhoods. Specifically, our central research question asks, “Which
characteristics are associated with neighborhoods that contain a LIHTC development?” We
look at several types of characteristics at multiple geographic levels. First, we consider
all neighborhoods in California as a whole. Second, we narrow our focus to the highly
urbanized County of Los Angeles. Our purposes are to determine if there are differences in
select characteristics between LIHTC and non-LIHTC neighborhoods and to determine if
differences change across geographic scales in California.

This research is significant, because it provides vital information about the quality of
living environments for LIHTC residents. Given the popularity of this program, it is likely
to survive the political roller coaster and divisions in the U.S., and, therefore, it must be
fully understood to ensure program policies deliver the best possible outcomes. Moreover,
this research offers valuable results for policymakers in other countries with appropriate
tax structures who are looking for a production side program that can work within their
tax framework.

The remainder of this article is organized into five sections. The first of these sections
provides an overview of the LIHTC program and briefly reviews the literature on the
program by time period. The second section presents the study area, research question,
data, and methods used in the analysis. The next section provides descriptive statistics
and the analytical results based on regression analyses. The analyses are followed by a
discussion of the results. The last section concludes with policy recommendations and
suggestions for future research.
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2. The LIHTC Program and Existing Literature

The LIHTC program came into existence over 30 years ago through the Tax Reform Act
of 1986. This legislation changed the tax rules on multi-family housing in response to the
potential overbuilding of luxury or higher-cost units. The less favorable rules were intended
to eliminate a perceived tax shelter abuse, but some members of Congress were concerned
that the legislation would also negatively impact the lower-cost, multi-family markets. The
LIHTC was developed to counter this negative impact. Although the LIHTC was initially
adopted as a temporary program, it has been amended over time and eventually was made
permanent by Congress [1,5,12]. An example of an amendment to the program was the
1989 inclusion of a financial benefit for a LIHTC development located in a Qualified Census
Tract (a QCT is a census tract where 50% or more of the households’ incomes are less than
60% of the Area Median Gross Income) or in a Difficult Development Area (a DDA is an
area with high construction, land, and utility costs compared to the Area Median Gross
Income) [13].

The LIHTC is not contained in government housing regulations, but rather appears
in the Internal Revenue Code (IRC). It is referred to as a tax expenditure or “off budget”
program. The federal government distributes LIHTCs to states on a per capita basis, and
the states provide these credits to housing developers. According to the IRC, a state must
develop a Qualified Allocation Plan (QAP), which serves as the policy guidance document
for the state allocation of credits to eligible developments. States set their own priorities
for the geographic distribution of credits, as well as develop a point system reflecting a
range of policy goals to evaluate the merits of development proposals submitted to the
state. For example, a state might give points for green building or transit-efficient locations.
While the federal government offers a base framework for the LIHTC program, the states
have a good degree of flexibility in setting the income limits, period of affordability, and
the goals for building and location-based features [14–16].

Developers compete for tax credits and, if successful, receive an allotment of these
credits from the state to sell to investors. The investors apply the tax credits against their
federal tax liabilities, and the capital raised from the sale of the credits covers some of the
development costs of a lower-income housing project. LIHTCs are typically one of many
sources of financing for a development. They tend to be the largest contribution to the
total cost of production (land cost excluded), but bank loans, direct subsidies from local
government and foundations, and other sources are important as well [17–19].

LIHTC utilization has grown over time, and this growth is paralleled by an increase in
LIHTC research and contributions to the scholarly, policy, and practice literature. Moreover,
the focus and substance of the LIHTC literature has changed over the years, reflecting larger
housing policy concerns and the interdisciplinary interest in housing research. Table 1 is
a summary of the themes in LIHTC research literature over time, beginning at the start of the
program and continuing through 2018. We divided the literature into eight-year intervals
for convenience and to highlight the increase in scholarly production over time. This table is
based on a search of two databases: Google Scholar and the Web of Science, using the topic
“Low-Income Housing Tax Credit”. We reviewed the search results and chose relevant
citations to include in our compilation. In some cases, we only had titles or abstracts to
review, especially for older publications. Moreover, some of the articles retained in our
compilation are not entirely focused on the LIHTC, but rather are comparative analyses
across a range of housing programs of which the LIHTC is only one. While this search is
qualitative, based on our assessment of content, and not exhaustive, it achieves our goal of
providing a good snapshot of the literature, including changes in themes over time.
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Table 1. Sample of Contributions to the LIHTC Literature Over Time.

Publication Period Major Themes Number of Articles Reviewed Sample Citations

1987–1994 • Description and Critique 1
12 • [12,20–22]

1995–2002
• Description and Critique 1

• Legal Issues/Analysis
• Financial and Production Analyses

15
• [18]
• [23]
• [10,24]

• Locational Analyses and Neighborhood Effects 2 • [25–27]

2003–2010

• Risk of Inventory Loss
• Legal Issues/Analysis
• Financial and Production Analyses
• Locational Analyses and Neighborhood Effects 2

21

• [28]
• [29]
• [30,31]
• [32–35]

2011–2018

• Tenant Rent Savings and Rent Burden
• Financial and Production Analyses
• Qualified Allocation Plan and LIHTC Siting
• Locational Analyses and Neighborhood Effects 2

40

• [36–38]
• [39,40]
• [41,42]
• [2,3,43–47]

1 As the LIHTC program aged, the description and critique tended to be integrated into papers with empirical
analyses focused on other themes; when presented, authors may have provided direct or indirect critiques of the
program. 2 Locational analyses include the concepts of disadvantaged and low-quality neighborhoods. These
concepts are measured in multiple ways in the literature and may involve a range of indicators (single- and
multi-indicator measures) such as race/ethnicity, poverty, QCT status, access to employment, crime, school quality,
crime, walkability, and others (see main text for an overview of some of these contributions). We also included
property value/price impacts of LIHTC developments in the locational analysis category.

Early research on the LIHTC program (1987–1994) tended to be published in taxation
journals and focused on descriptions of the program and the relationship between real
estate investment and the associated tax credits. However, also during the early period of
the program, critiques of the approach to low-income housing financing, as well as one
article aimed at helping local governments working with LIHTC-related proposals (see [21]
for the latter), appeared in academic journals. The main critique emerging from policy
scholars concerned the complexity of the program and the inefficiencies resulting from
the program design [22]. As the LIHTC moved from a temporary to permanent program,
legislative/administrative changes would ease criticisms of the program and, over time,
further study of its operations would continue to produce recommended changes [48,49].
Interestingly, it should be noted that the LIHTC, as part of the tax code, is subject not only
to direct changes to tax law, but also to indirect changes that could affect its operation [50].

The next phase of publications (1995–2002) was a transition period ushering in new
and different topics. While descriptive analyses and qualitative criticisms continued during
this time, they were joined by the exploration of legal issues associated with the LIHTC
and the emergence of data-driven outcome analyses; these analyses are likely due to the
availability of sufficient program-related data for analysis. Examples from this period of
LIHTC research include the prediction of total LIHTC development costs using location and
characteristics [10], consideration of a substitution effect of LIHTC units for non-subsidized
units [24], an assessment of the application of the good-cause eviction protection in LIHTC
housing from a legal perspective [23], a study of the race and ethnicity demography in
LIHTC neighborhoods and other neighborhoods with federally assisted housing [27], and
an analysis of the impact of LIHTC developments on nearby housing prices [25].

The third period of LIHTC literature (2003–2010) shows an uptick in contributions.
Common themes emerge in the literature such as legal issues related to the LIHTC program,
financial and production analyses, and characteristics associated with LIHTC development
locations; the last of these themes often involves identifying and examining neighborhood
quality indicators. Neighborhood quality analyses seem to be increasing, but significant
variations exist across studies, including different study areas, the characteristics associated
with the developments, the measurement of those characteristics, datasets under analy-
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sis, and the degree of comparison, (across-metropolitan areas, across housing assistance
programs, or both). In this period, for instance, there was an examination of the LIHTC
program in the context of the Fair Housing Act [29], consideration of the LIHTC units at risk
due to expiration of affordability requirements [28], assessments of the cost effectiveness of
the LIHTC program using California data [31] and a similar study using six metropolitan
areas across the country [30], locational analyses including a study about the effect of
LIHTC developments on nearby single-family home values in one county in Iowa [33], an
analysis of Southern California LIHTC developments in terms of neighborhood poverty
and access to employment [34], and a four-metropolitan-area study examining the spatial
clustering of LIHTC developments and associations of LIHTC development locations with
an array of socio-economic characteristics [35].

The last eight-year period of publications (2011–2018) that we examined indicates a
significant increase in the number of articles on the LIHTC. Many familiar themes continue,
such as analyses related to the production of LIHTC units; in this period, examples include
a comparison of square footage between LIHTC and non-LIHTC developments [40] and an
assessment of the extent of mixed-use LIHTC developments [39]. Locational analyses and
neighborhood effects research were popular, with a range of sub-topics being discussed,
such as clustering of developments in poor, minority neighborhoods [43], social and
physical disadvantage analysis of LIHTC units versus other rental units using multiple
measures including poverty, schools, and environmental health [3], crime in QCT versus
non-QCT neighborhoods [51], location efficiency [44], and walkability [47]. As with the
previous period, locational/neighborhood analyses varied by study area, source of data,
measurement, and other study design elements.

Also, during the last eight-year period of review, new themes and uncommon topics
have emerged in the literature. Examples of new themes include analyses concerning
the effectiveness of the QAP, a state-level policy document, in terms of impacting desired
outcomes in practice [41,42] and LIHTC tenant rent savings and rent burdens [36–38]. Rela-
tively unique topics for LIHTC also appeared during this period, such as green building and
energy efficiency [52] and the association between party politics and the state distribution
of the tax credits [53].

Clearly, our brief review of the literature demonstrates that LIHTC research spans
a wide range of topics. In this article, we are especially interested in research analyzing
the neighborhood characteristics associated with LIHTC development sites which would
fall under the theme of locational analyses/neighborhood effects. Thus, we now narrow
the focus of our review to a subset of the literature concerned with the neighborhood
characteristics associated with LIHTC developments and discuss the findings from these
types of studies.

Neighborhood Characteristics and Effects on Residents

Whether neighborhoods matter to individual outcomes for persons living in them
is a long-standing question in the social science and policy literatures. In fact, there is
a vast among of literature examining neighborhoods and their effects. Despite all this
effort and some empirical support for the argument that neighborhoods influence individ-
ual outcomes, researchers still only have a partial understanding of how neighborhoods
might influence outcomes and what outcomes are affected by which attributes of a neigh-
borhood [54,55]. Nevertheless, on a practical level, housing policy must proceed with a
logical conclusion supported by some existing research that “bad” neighborhoods can neg-
atively influence the outcomes of their residents, and “good” neighborhoods can increase
opportunity and improve lives.

Research following the implementation of various federal housing programs has inves-
tigated the neighborhoods of individuals receiving federal housing assistance. In particular,
researchers and policymakers have focused on race/ethnicity and poverty concentrations
in neighborhoods with assisted housing. This focus stems in part from the near-decade-
long legal battle initiated by Chicago public housing residents alleging purposeful racial
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segregation of African Americans into substandard public housing developments in poor
neighborhoods. This battle led to the 1976 U.S. Supreme Court ruling in Hills v. Gautreaux,
finding the Chicago Public Housing Authority and the U.S. Department of Housing and
Urban Development had racially discriminated in the public housing program and must
respond with a desegregation plan to address the problem. The plan resulted in the
movement of thousands of African American households to better housing and neighbor-
hoods [56,57]. Research on this program suggested that relocating to less segregated, lower
poverty neighborhoods had positive benefits for the movers [57,58].

The effects of poverty deconcentration was further investigated by researchers study-
ing the federal Moving to Opportunity (MTO) program, which began in the 1990s. The
MTO program was designed as a 10-year experiment (with control groups) and involved
poor households with vouchers moving from higher- to lower-poverty neighborhoods. The
results from MTO were mixed and thus disappointing to some policymakers and scholars
who anticipated relocation to a lower-poverty neighborhood would bring many benefits
to the members of mover households (see final results in [59]). Nevertheless, longer-term
analyses indicate important positive outcomes, especially for children who moved out of
poverty at an earlier age [60].

An early contribution examining several housing programs including the LIHTC
program found that LIHTC developments tended to be located in neighborhoods with a
concentration of minorities and poverty, even though poverty was higher in neighborhoods
served by other housing programs [26]. Several years later, a study of an array of assisted
housing programs using a national dataset found that LIHTC developments are more
likely to be located in neighborhoods with a higher percentage of African Americans,
higher poverty rates, and lower housing values, among other factors [27]. Many other
studies have looked at the location of LIHTC developments and the poverty rates in the
neighborhoods in which they are located. In general, the findings from studies indicate
that LIHTC developments do tend to be in lower-income neighborhoods with higher
poverty rates compared to market rental units; however, some researchers note size of
development matters, LIHTC units are increasingly located in suburbs, and the program
is making progress in situating units in lower-poverty neighborhoods with more racial
diversity [5,34,42,61–63].

Studies on LIHTC developments and racial/ethnic and poverty concentration often
consider other neighborhood characteristics in their analyses. The neighborhood charac-
teristics vary by study, with indicators such as the percentage of households on welfare,
unemployment, housing quality, and school quality appearing in some analyses. Generally,
these studies find that LIHTC neighborhoods tend to be associated with less favorable
associations on these indicators [26,30,64,65]. Moreover, related to location, researchers
have examined LIHTC development sites to assess spatial clustering, access to jobs, ex-
posure to traffic, and proximity to transit and related location efficiency. Findings from
these studies reveal that LIHTC developments exhibit spatial clustering (at least in some
metropolitan areas), have mixed findings on access to jobs, experience a good amount of
traffic exposure, have low walkability, and are not as accessible to transit as policy makers
may desire [34,35,43,43–45,66–68].

The scholarly research on the neighborhood characteristics associated with LIHTC
developments often reflects a connection to the practice of LIHTC policy. Specifically, some
characteristics studied by researchers are explicitly mentioned in states’ LIHTC policy docu-
ments, the QAP. According to [69], “Many states prioritize proximity to transit” (p. 8) by
offering amenities points in LIHTC proposal scoring with the goal of increasing employ-
ment opportunity and improving the environment. Access to parks or green (open) space is
another locational characteristic that garners amenity points in some states’ QAPs [69]. The
rationale for this amenity preference is clear in the literature; studies have found that parks
and green spaces are correlated with better health outcomes [44,70], more physical activ-
ity [71], increased social capital [72], improved quality of life [73], and overall community
well-being [74]. However, while LITHC development proximity to transit has been included
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in numerous LIHTC locational studies, these developments’ access to parks has not been
examined widely.

Overall, the research suggests that LIHTC development locations tend to be in poor-
quality neighborhoods, based on a range of indicators. However, evidence from several
studies indicates that improvement on some indicators has occurred over time. Attempting
to generalize across the existing research is complicated by the myriad of study designs
and study areas. In some cases, researchers compare the LIHTC neighborhoods to all other
neighborhoods, while other studies include comparisons of different housing programs.
Study areas also vary between case studies of a single metropolitan area and comparisons
across multiple metropolitan areas (typically in different states), states, and the nation as
a whole. These studies are not directly comparable. For example, the states have a great
deal of flexibility in developing their LIHTC policies through the QAP, therefore, direct
comparison on some outcomes is ill-advised. However, building a robust body of studies
on the neighborhood quality of LIHTC developments is essential for drawing generalized
conclusions and for future meta-analyses of these studies.

This study aims to add to the body of research on the neighborhood quality of LIHTC
developments. In the next section, we discuss the study design including the study areas
and our rationale for our choices. We also describe the data and methodology used in
our analyses.

3. Study Design, Data, and Methodology

This research examines the neighborhood quality associated with LIHTC develop-
ments compared to the quality of neighborhoods without a LIHTC development. Specif-
ically, we ask, “Which characteristics are associated with neighborhoods that contain a
LIHTC development?” We also seek to determine if differences in the quality of LIHTC
neighborhoods change across geographic scales within one state.

This study was designed as a multi-level, state and urban county study. By examining
one state and one county within that same state, this study does not introduce variation
in the policies governing the LIHTC program, such as state preferences influencing site
selection, which most likely would be present in a comparison of areas from different states.
At the same time, the literature suggests that local market conditions affect the siting of
LIHTC developments, and our design allows for an exploration of any differences between
the statewide program and one local urban market in that state.

The State of California was chosen as the state, because, by virtue of its status as the
most populous state in the nation, it receives the largest number of LIHTCs. Additionally,
the state has a sizeable inventory of LIHTC developments. According to the California
Tax Allocation Committee project data (can be assessed at: https://www.treasurer.ca.
gov/ctcac/projects.asp, accessed on 2 March 2020), as of 2018, California had produced
over 389,000 units supported by the LIHTC with over 94% of the units for low-income
households. While these developments are more concentrated in urban areas, the project
map shows that there are LIHTC developments throughout the state, including rural
agricultural areas. Furthermore, California, with its extremely high housing costs and over
56% of the households being housing-cost burdened (see Table 2), has a critical need for
affordable housing.

As shown in Table 2, California as a whole is racially and ethnically diverse, and its
annual median household income, at almost $62,000, is relatively high. For LIHTC tenants
in the state, their racial/ethnic composition at the end of 2017 was also diverse, with about
a quarter of tenants being white, 17.6% being African American, and approximately four
percent being Asian; across all races, 38.8% reported being Hispanic. Understandably,
because the LIHTC serves low-income households, the 2017 annual median household
income of LIHTC tenants, at $20,540, was much lower, about one-third lower, than the
statewide figure (U.S. Department of Housing and Urban Development, 2019).

https://www.treasurer.ca.gov/ctcac/projects.asp
https://www.treasurer.ca.gov/ctcac/projects.asp
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Table 2. Population and Housing Characteristics, CA and LA County, 2015.

Characteristics California Los Angeles County

Number Percent of Total Population Number Percent of Total Population

African American 2,160,795 5.62% 801,739 7.99%
Asian 5,192,548 13.51% 1,401,289 13.96%
White 14,879,258 38.73% 2,703,547 26.93%

Hispanic 14,750,686 38.40% 4,842,319 48.24%
Other 1 1,438,177 3.74% 246,111 2.88%

Foreign Born 10,390,086 27.04% 3,485,724 34.72%
Persons in Poverty 6,135,142 16.3% 1,800,265 18.20%
Renter Households 5,808,625 45.67% 1,763,190 54.03%

Housing Cost Burdened 3,133,822 56.91% 1,002,593 59.70%
Median Household Income $61,818 $56,196

Median Gross Rent $1255 $1231

1 Includes all other races and mixed races. Source: U.S. Census Bureau, 2015, ACS 5-Year Estimates.

The County of Los Angeles was chosen as the county case for several reasons. It has
a considerable amount of LIHTC-financed housing, approximately 68,000 units, and a
great need for affordable rental housing. Furthermore, it is a large, urbanized area with
over 10,000,000 residents who are highly diverse in terms of socio-economic characteristics
including a relatively high poverty rate and very high housing costs. In fact, when compar-
ing LA County and California as a whole, the County is more racially–ethnically diverse,
has a higher poverty rate, has a larger proportion of renter households, and has a higher
percentage of cost-burdened households (see Table 2).

The data for the multivariate analyses were compiled from numerous publicly avail-
able secondary sources. Data on LIHTC development siting in California were down-
loaded from the California Tax Allocation Committee website. The demographic and
housing characteristics for census tracts in California were retrieved from the U.S. Census,
2015 American Community Survey (five-year estimates). The built-environment charac-
teristics, i.e., the presence of High-Quality Transit Areas and parks, are from the Southern
California Association of Governments (SCAG) and UCLA Institute for Digital Research
and Education, respectively.

The data from all sources were compiled into one file for analysis and inspected
for missing values and distribution of variables. None of the categorical variables had
missing values. Several of the continuous variables, however, had missing values. There
are numerous methods for filling missing values, including imputation by statistical means,
which is a longstanding and common approach. We followed this approach by using
the mean of the existing cases for a variable to fill the missing cases on that variable;
variables with missing values typically had less than 1% of the cases missing. Given the low
proportion of missing values on variables, filling the missing values with that variable’s
mean is appropriate and would not be expected to bias results in any meaningful way.

In addition to filling missing values, several of the variables were transformed for
use in the multivariate analysis. A natural log or square root transformation was applied
to several variables to address skewness of their distributions (the tables with analytic
results identify these variables and their transformations). Moreover, three variables were
constructed for the multivariate analyses. First, the racial diversity index was computed
using the Simpson index, a measure of biological diversity which can be applied to urban
studies (Talen, 2006). In this study, the index is calculated based on five racial/ethnic
groups (race categories): non-Hispanic white, non-Hispanic Black, non-Hispanic Asian,
non-Hispanic others, and Hispanic. The equation of the index is as follows:

Simpson’s Index =
Ni(Ni − 1)

Σ nij
(
nij − 1

) , (1)

where nij is the total population of the jth race category in census tract i, and Ni is the total
population of census tract i. When the value of the index is one, only one race category
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occupies the area. A higher value of the index implies greater diversity, which can reach
the total number of race categories included in the data (five in this study). The index
indicates the probability of two individuals belonging to the same race category from
random selection [75].

Second, a composite measure of economic hardship was created using four indicators:
the poverty rate, unemployment rate, percentage of households on public assistance, and
median household income (income reversed so all indicators move in same direction).
Every indicator but the unemployment rate was transformed to address skewness and each
indicator was standardized before summing the four indicators. Finally, using GIS, we
identified LIHTC clusters or where five or more LIHTC developments existed in a census
tract and/or neighborhoods contiguous to it.

To answer our primary research question, we use logistic regression for our multivari-
ate analyses. This approach is appropriate, because the dependent variable is dichotomous,
i.e., the presence of a LIHTC development in a neighborhood or not. The results from the
analyses are presented in the next section.

4. Analyses

This research was designed to investigate the neighborhood quality of LIHTC devel-
opments in California at the state-level and in Los Angeles County. Prior to multivariate
analysis, we recognized that federal policy supported the location of LIHTC developments
in QCTs. QCTs are defined by income and poverty indicators, and such an approach
could result in LIHTC housing being located in poorer neighborhoods; in other words,
federal policy could be influencing the neighborhood location of these developments. The
degree of influence is uncertain and some scholars have found that, even without the QCT
locational incentive, LIHTC developments would tend to be sited in low rent, hence lower
income, areas [76].

We examined the overlap of LIHTC neighborhoods (one or more LIHTC developments
in the neighborhood) and QCTs in our study areas. In California as a whole, twenty-five
percent of the LIHTC neighborhoods were QCTs; in Los Angeles County that figure was
higher, at 38.7%. While LIHTC neighborhoods were not overwhelmingly located in QCTs,
there was an association between these two types of neighborhoods, as revealed in a chi-
square analysis. We found that LIHTC neighborhoods and QCTs in California, and in Los
Angeles County, are associated statistically (see Table 3).

We also investigated the relationship between QCTs and one of the substantive in-
dependent variables in our multivariate analyses, the economic hardship index. This
index is comprised of indicators related to the definition of a QCT. For this reason, we
ran correlations between QCTs, these indicators, and the economic hardship index and
found moderate and statistically significant correlations between QCTs and the indicators
separately, as well as with the index measure. Based on further analyses, we chose to leave
QCT out of the multivariate analyses.

This research examines the neighborhood quality of the LIHTC developments in
California. We begin by investigating these developments throughout the state. Next, we
narrow our analysis to consider the large urban county of Los Angeles. We then compare the
statewide results to the County. Given that the QAP is a state policy document, we would
expect similarities in our findings from these two geographies. However, it is possible that
the models display differences due to local market conditions in the urban area.

The analyses consider the relative contributions of different sets of characteristics to the
likelihood that a LIHTC development will be located in a neighborhood. The variables are
grouped by race–ethnicity and racial diversity, economic hardship, housing characteristics,
and built-environment features.
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Table 3. LIHTC Neighborhoods and QCTs, CA and LA County.

California QCT Not a QCT Total

# % # %

One or more LIHTC
Development 427 25.0 1279 75.0 1706

No LIHTC Development 520 8.2 5786 91.8 6306
Total 947 11.8 7065 88.2 8012

X2 (1 df) = 362.9 (p = 0.000)

Los Angeles County

One or more LIHTC
Development 158 38.7 250 61.3 408

No LIHTC Development 216 11.3 1702 88.7 1918
Total 374 16.1 1952 83.9

X2 (1 df) = 188.1 (p = 0.000) 2326

4.1. California

We analyzed 8012 census tracts (neighborhoods) in California after removing census
tracts with a population of zero. LIHTC developments are located in 21% of these neighbor-
hoods. The presence of a LIHTC development in a neighborhood is the dependent variable,
and the analysis is designed to identify the neighborhood characteristics associated with
LIHTC locations. These neighborhood characteristics include: (1) demographic (white,
not Hispanic, and racial diversity), (2) economic (the economic hardship index), (3) hous-
ing (median gross rent and percentage renter occupied units), and (4) built environment
(population density, presence of a cluster of LIHTC developments). Table 4 displays these
variables, their measurements, and their descriptive statistics.

Table 4. Descriptive Statistics for Variables in the Model, California.

Variables Description Mean

Dependent variable
LIHTC Neighborhood 1 = at least one LIHTC development in neighborhood, 0 = none 0.21
Independent Variables

White, not Hispanic Proportion of persons who are White, not Hispanic 0.404
(0.268)

Racial Diversity 1 Index using five racial groups to indicate racial/ethnic diversity 2.230
(0.719)

Economic Hardship in Neighborhood 2 Additive Index of four indicators of economic hardship 0.000
(3.375)

Median Gross Rent in Neighborhood Median Gross Rent in $ 1404.30
(487.21)

Rental Housing Units in Neighborhood Proportion of units that are renter occupied 0.448
(0.235)

Population Density Number of persons per sq. mile 8588
(9622)

LIHTC Development Concentration 1 = Five or more LIHTC developments in neighborhood and
contiguous neighborhoods, 0 = Less than five 0.186

1 Based on Simpson’s Reciprocal Index where 1 means perfect homogeneity and a higher number implies racial
diversity. 2 The index ranges from −9.04 (lowest hardship) to 19.31 (highest hardship). The Cronbach’s alpha
is 0.865.

We use a nested logistic regression approach to reveal the relative contribution of
each type of characteristic (see Table 5). In Model 1, we include the demographic vari-
ables, proportion of non-Hispanic Whites in the neighborhood, and racial diversity. Both
coefficients are statistically significant (p = 0.05 and p = 0.01, respectively), with a lower
proportion of non-Hispanic Whites in LIHTC neighborhoods compared to neighborhoods
without LIHTC developments. This result suggests that LIHTC developments tend to be in
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neighborhoods with a higher proportion of minorities. The racial diversity coefficient is
positive, indicating that LIHTC developments tend to be located in more racially diverse
neighborhoods. Together, these variables suggest that LIHTC developments tend to be
in racially diverse neighborhoods with some minority concentration. The next variable
entered into the model (Model 2) captures economic hardship in the neighborhood. Due to
the fact that it is a composite measure, it captures more than the poverty concentration, it
captures other economic characteristics that may accompany poverty and thus reflects the
degree to which a neighborhood experiences multiple detrimental conditions. The coeffi-
cient is statistically significant (p ≤ 0.01) and positive, revealing that LIHTC neighborhoods
experience more economic hardship, on average, than non-LIHTC neighborhoods.

Table 5. Logistic Regression Results for California as a Whole.

Model 1 Model 2 Model 3 Model 4

Variable B SE B SE B SE B SE

White, not Hispanic −1.563 ** 0.109 −0.242 0.127 −0.337 * 0.132 0.182 0.154
Racial Diversity (ln) 0.185 * 0.083 0.470 ** 0.086 0.506 ** 0.089 0.456 ** 0.094

Econ Hardship index 0.203 ** 0.010 0.042 ** 0.015 0.034 * 0.016
Median Gross Rent (ln) −1.612 ** 0.141 −1.566 ** 0.157

Rental housing (%) 1.661 ** 0.139 1.124 ** 0.163
Population density (ln) 0.095 ** 0.023

Five or more LIHTC developments 1.624 ** 0.068

Nagelkerke’s R2
0.042

X2 = 222.296 **
(2 d.f.)

0.120
X2 = 644.959 **

(3 d.f.)

0.170
X2 = 929.827 **

(5 d.f.)

0.265
X2 = 1503.010 **

(7 d.f.)

* p ≤ 0.05 ** p ≤ 0.01.

Housing characteristics are the next set of variables added to the model (Model 3).
The median gross rent and the proportion of rental housing units in the neighborhood
are both statistically significant (at p ≤ 0.01). The median gross rent is lower in LIHTC
neighborhoods compared to non-LIHTC neighborhoods, and LIHTC developments are
located in neighborhoods with a higher proportion of units occupied by renters.

The final model (Model 4) adds built-environment characteristics, i.e., population
density and concentration of LIHTC developments. Both of these variables are positive
and statistically significant (at p ≤ 0.01). Thus, LIHTC neighborhoods are associated with
higher population densities and spatial clusters of LIHTC developments.

Each set of variables increased the pseudo-R2, and the model was stable, as variables
were added. The only coefficient that wavered on statistical significance was the white,
not Hispanic variable, which suggests some caution in over-interpreting the individual
coefficient. However, this variable appears to add to the overall fit of the model, so we
retained it in our full model. We exponentiated coefficients for all the variables and two in
particular appear to have strong effects. For every one percent increase in renter units in
the neighborhood, the odds that the neighborhood has a LIHTC development increases by
308% (exp(B) = 3.08). A LIHTC cluster is five times more likely in a LIHTC neighborhood
than a neighborhood without a LIHTC development (exp(B) = 5.07).

The results for California reveal that there are strong associations between demo-
graphic, economic, housing, and built-environment characteristics and the location of
LIHTC developments. In general, for the state as a whole, it appears that LIHTC devel-
opments tend to be clustered and are more likely to be in poorer-quality neighborhoods
compared to neighborhoods without LIHTC developments.

4.2. Los Angeles County

Los Angeles County is by far the largest county in California. It has many neighbor-
hoods and a huge inventory of LIHTC housing. We analyzed 2326 census tracts (neigh-
borhoods) in the County after removing 20 census tracts with zero populations. In Los
Angeles, LIHTC developments are located in 18% of these neighborhoods, a slightly lower
proportion of these neighborhoods than found at the state level. The same variables are
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used for Los Angeles County as in the statewide analysis and constructed measures, i.e.,
racial diversity and economic hardship, were similarly created for the area. However, in
the Los Angeles analysis, we include two additional built-environment variables, i.e., high
quality transit areas and parks, in the final model. We included these variables in the
County analysis for two reasons. First, access to transit and parks have been included in
the state QAP as preferences and thus earn amenities points for development proposals, so
we expect that LIHTC developments would be associated with them. Second, these data
were available at the County level from reliable sources. Table 6 displays the variables used
in the Los Angeles models with their measurements and descriptive statistics.

Table 6. Descriptive Statistics for Variables in the Model, Los Angeles County.

Variables Description Mean

Dependent variable
LIHTC Neighborhood 1 = at least one LIHTC development in neighborhood, 0 = none 0.180

Independent Variable

White, not Hispanic Proportion of persons who are White, not Hispanic 0.276
(0.258)

Racial Diversity 1 Index using five racial groups to indicate racial/ethnic diversity 2.138
(0.704)

Economic Hardship in Neighborhood 2 Additive index of four indicators of economic hardship 0.000
(3.270)

Median Gross Rent in Neighborhood Median Gross Rent in $ 1378.37
(454.19)

Rental Housing Units in Neighborhood Proportion of units that are renter occupied 0.513
(0.260)

Population Density Number of persons per sq. mile 13451
(11164)

LIHTC Development Concentration 1 = Five or more LIHTC developments in neighborhood and
contiguous neighborhoods, 0 = Less than five 0.132

High Quality Transit Area 3 1 = Neighborhood in high quality transit area, 0 = not 0.810
Park(s) 1 = At least one park in neighborhood, 0 = no parks 0.500

1 Based on Simpson’s Reciprocal Index, where 1 means perfect homogeneity and a higher number implies racial
diversity. 2 The index ranges from −9.04 (lowest hardship) to 19.31 (highest hardship). The Cronbach’s alpha
is 0.865. 3 This variable comes from the Southern California Association of Governments (SCAG). SCAG The
definition that SCAG bases its definition on “language in SB375 which defines: A. Major Transit Stop: A site
containing an existing rail transit station, a ferry terminal served by either a bus or rail transit service, or the
intersection of two or more major bus routes with a frequency of service interval of 15 min or less during the
morning and afternoon peak commute periods (CA Public Resource Code Section 21064.3)” (accessed on 2 March
2020 at http://gisdata-scag.opendata.arcgis.com/datasets/1f6204210fa9420b87bb2e6c147e85c3_0).

Following the nested model approach used in the statewide analysis, we present the
results from each model as we add sets of variables (see Table 7). The results are reasonably
stable across the models. We focus on two specifications of the model, Model 4, which
is comparable to the full model for California, and Model 5, which adds two additional
built-environment variables to the analysis. In Model 4, the coefficients for five variables
are statistically significant (p = 0.05 or better). First, the racial diversity estimate is positive,
indicating that LIHTC developments are located in more racially diverse neighborhoods.
The economic hardship variable is also positive, revealing LIHTC neighborhoods expe-
rience more economic hardship than non-LIHTC neighborhoods. The result for median
gross rent shows that LIHTC neighborhoods are associated with lower rent on average. In
addition, LIHTC developments are located in neighborhoods with a higher proportion of
units occupied by renters compared to neighborhoods without a LIHTC project. Finally,
LIHTC development clusters are associated with neighborhoods that have a LIHTC devel-
opment. These results are similar to the statewide model, with the exception of population
density, which was significant at the state level but not at the Los Angeles County level.

http://gisdata-scag.opendata.arcgis.com/datasets/1f6204210fa9420b87bb2e6c147e85c3_0
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Table 7. Logistic Regression Results for Los Angeles County.

Model 1 Model 2 Model 3 Model 4 Model 5

Variable B SE B SE B SE B SE B SE

White, not Hispanic −0.505 ** 0.055 0.030 0.071 0.068 0.075 0.111 0.081 0.113 0.082
Racial Diversity (ln) 0.798 ** 0.198 0.646 ** 0.213 0.644 ** 0.220 0.491 * 0.229 0.509 * 0.230

Econ Hardship index 0.337 ** 0.027 0.150 ** 0.031 0.132 ** 0.033 0.137 ** 0.033
Median Gross Rent (ln) −2.782 ** 0.377 −2.398 ** 0.387 −2.415 ** 0.389

Rental housing (%) data data 1.484 ** 0.295 0.743 * 0.352 0.777 * 0.359
Population density (ln) 0.073 0.070 0.097 0.073

Five or more
LIHTC developments data 1.491 ** 0.149 1.492 ** 0.151

Parks data data 0.311 * 0.132
High Quality Transit Area 0.047 0.235

Nagelkerke’s R2
0.065

X2 = 93.399 **
(2 d.f.)

0.188
X2 = 281.375 **

(3 d.f.)

0.254
X2 = 388.800 **

(5 d.f.)

0.313
X2 = 488.447 **

(7 d.f.)

0.316
X2 = 494.119 **

(9 d.f.)

* p ≤ 0.05 ** p ≤ 0.01.

In model 5, we add two additional variables to capture other characteristics of the
built environment. Using GIS, we created these two location-based variables: whether
a neighborhood is in a high-quality transit area as determined by the Southern California
Association of Governments and whether there is a park in the neighborhood; these
variables are dichotomous. The presence of these characteristics is considered positive for
a neighborhood. The results remain relatively stable for the five variables found statistically
significant in Model 4. For the additional variables, the high-quality transit coefficient is not
statistically significant, but the coefficient for the park variable is significant and positive.
Therefore, neighborhoods with a LIHTC development are more likely to have a park within
them compared to non-LIHTC neighborhoods.

The pseudo-R2 increased with each model, although the fits from Models 4 and 5 im-
proved only slightly. Nevertheless, the higher pseudo-R2 from Model 5 indicates the final
model best predicts the dependent variable in this study. We exponentiated coefficients
for the variables in the final model and found, similar to the statewide model, there are
two variables with relatively strong effects. The first is a housing characteristic variable:
renter-occupied housing. For every one percent increase in renter-occupied units in the
neighborhood, the odds that the neighborhood has a LIHTC development increases by
218% (exp(B) = 2.18). The second variable concerns the clustering of LIHTC develop-
ments. A LIHTC cluster is over four times more likely in a LIHTC neighborhood than in a
neighborhood without a LIHTC development (exp(B) = 4.47).

Thus far, our analyses reveal that the State and LAC appear to have similar results.
However, the County’s population, about three times the size of the next largest county, a
relatively high proportion of renter households and significant poverty level (U.S. Census
Bureau, 2018) illustrate it is different from the state as a whole in many respects. Moreover,
given its large inventory of LIHTC units, it is possible LAC is dominating the state analysis.
We investigated this possibility by rerunning the California model with 5686 cases, i.e.,
after excluding neighborhoods in Los Angeles County. These results are shown in Table 8.

The exclusion of LAC from the state analysis produces one important change in the
results. Without LAC in the analysis, there is no statistically significant relationship between
neighborhood economic hardship and the location of LIHTC developments. In other words,
LIHTC housing in California, except for LAC, is not more likely to be in disadvantaged
neighborhoods. The results for all other variables in the model did not change substantively
(direction of association and statistical significance remain), and the Nagelkerke R2 dipped
only slightly to 26.1.

In the next section, we discuss the results of our analyses and identify the strengths
and limitations of the study.
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Table 8. Logistic regression: LIHTC Neighborhoods, California without Los Angeles County.

Variable B SE

White, not Hispanic −0.058 0.182
Racial Diversity 0.294 * 0.116

Econ Hardship index 0.004 0.018
Median Gross Rent (LN) −1.543 ** 0.178

Rental housing (%) 1.413 ** 0.192
Population density (LN) 0.126 ** 0.025

Five or more LIHTC developments 1.555 ** 0.078

Nagelkerke’s R2 0.261
X2 = 1071.37 ** (7 d.f.)

* p = 0.05 ** p ≤ 0.01.

5. Discussion

This research has two major strengths. First, the research adds to the growing body of
literature on the geography of LIHTC neighborhoods, particularly as this geography relates
to policy goals. That is, this research indicates that state policy can influence the locational
patterns of LIHTC developments and result in better neighborhoods for residents of this
housing. Second, our findings reveal that state policies may not be uniformly effective
across geographic areas. Some regions may have unique characteristics and challenges that
state policies fail to fully address.

The primary purpose of the research was to examine the neighborhood characteristics
associated with LIHTC neighborhoods compared with neighborhoods without a LIHTC
development. The rationale for the research concerns the policy goals of the program.
If the goal is to provide high-quality, lower-income housing in good-quality residential
environments, then neighborhoods with a LIHTC development should not be worse off
compared to neighborhoods without LIHTC projects. Secondarily, the study was designed
to compare across geographic scales under the same state policy guidance. While it is
assumed that the program outcomes may differ across states due to variations in state-
determined goals, it is less clear if outcomes would vary within states. We explored
similarities and differences to assess if a local market may be different from the state as
a whole.

The analyses reveal that neighborhoods with LIHTC developments versus neighbor-
hoods without these developments differ in numerous ways, in the state as a whole and in
LAC. That is, LIHTC neighborhoods, in both cases, tend to be in racially/ethnically diverse
neighborhoods with higher levels of economic hardship, lower rent, a higher percentage of
renters, and spatial clustering of LIHTC developments. However, when LAC is removed
from the state-level analysis, there is a critical difference. Most notably, while LIHTC
neighborhoods in LAC are more likely to experience economic hardship, without LAC
in the analysis, there was no association between LIHTC neighborhoods and economic
hardship at the state level. This result is consistent with some existing research indicating
local markets vary and may not represent the LIHTC outcomes of the state. In the case of
California, it is important to separate out the behemoth county of Los Angeles to assess
the state’s progress toward the goal of siting LIHTC developments in less disadvantaged
neighborhoods. While the state has performed well on such a goal generally, the question
remains as to why LIHTC housing in LAC is so much more likely to be sited in economically
worse neighborhoods.

While LIHTC neighborhoods have improved over time according to some researchers [1],
Los Angeles County seems to be lagging behind the rest of California in delivering LIHTC
housing in economically strong neighborhoods. This finding is intriguing, given that, in
California as a whole and in LAC, LIHTC developments tend to be in neighborhoods that
are racially diverse with lower median gross rent, a higher proportion of renter occupied
housing, and a clustering of LIHTC developments. In other words, LIHTC developments
in California are sited in neighborhoods that serve similar households: racially diverse,
lower-income renters. The divergent results concerning the economic disadvantage of LIHTC
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neighborhoods in LAC, however, suggest a unique aspect of the county, possibly the particular
geography of neighborhoods, the housing market, and/or local policy preferences for LIHTC
development. Additional research on LAC is necessary to fully understand the pattern of
LIHTC developments and the forces producing this pattern.

The results from LAC are positive in terms of neighborhood amenities. Transit appears
to be distributed in such a way that a large majority of neighborhoods are in high quality
transit areas, indicating reasonably good access across all neighborhoods. Moreover, LIHTC
neighborhoods in LAC are more likely to have at least one park. As discussed in the
literature, access to green spaces and recreational activities has the potential to offer health
and social benefits to residents.

The results for California and LAC reveal the influence of the QAP, the state LIHTC
policy document. The state (without LAC) appears to be encouraging the location of LIHTC
development in neighborhoods that are relatively strong economically. In LAC, the granting
of amenities points for parks in the QAP may be responsible for the higher likelihood that
LIHTC developments will be nearer to parks compared with non-LIHTC development.
These finding are consistent with the analysis of the QAPs from 21 states by [69], who
concluded that the QAP had an effect on the location decisions for LIHTC developments.

This research should be understood in relation to its limitations. First, the analyses,
while guided by the extant literature, are correlational, not causal, in nature. For this reason,
our findings provide valuable insights about the relationships between the siting of LIHTC
developments and neighborhood characteristics but are not definitive. Second, the research
focused on one state and one urbanized area within that state, therefore, the results should
not be generalized to all states and urbanized areas in the nation. That being said, if a
large number of studies across many states and urbanized areas are completed with similar
results, then a stronger case for generalizability could be made.

In general, our results for LAC are consistent with the existing research. Although
our findings vary between LAC and the state of California, there is a tendency for LIHTC
developments to be clustered and, in LAC, to be concentrated in economic hardship (or
distressed) neighborhoods. Such persistence of disappointing locational outcomes for
the LIHTC program in regions has spurred housing policy scholars to offer a range of
prescriptive measures to address the program’s siting shortcomings (see [1,77]). These
proposed approaches offer the grist for policy discourse at the programmatic level. In the
final section, we discuss a few of these recommendations and present some of our own.

6. Conclusions

The LIHTC program is the largest federally subsidized housing production program
in the U.S. It has produced millions of housing units and serves the needs of many lower-
income households. The program also enjoys bi-partisan political support for the most part.
However, housing policy scholars remain concerned that the program concentrates tenants in
neighborhoods with few opportunities and thus could perpetuate a cycle of disadvantage.

The research in this article contributes to the growing body of literature focused on the
neighborhood quality associated with LIHTC developments and yields some important con-
clusions. First, we investigated demographic, economic, housing, and built-environment
characteristics in LIHTC versus non-LIHTC neighborhoods at two levels of government:
the state as a whole and LAC. We found that the neighborhood conditions of LIHTC devel-
opments at both scales share numerous similarities. In both cases, LIHTC neighborhoods
had a higher level of racially/ethnic diversity, more economic hardship, lower rent, a higher
percentage of renters, and spatial clustering of LIHTC developments. Second, after remov-
ing LAC from the state level analysis, we discovered a stark difference on one condition
between these two geographies: LIHTC developments in LAC are more likely to be in
economically disadvantaged neighborhoods, while the same is not true at the state level.
Due to the fact that LAC is a large urban region with a relatively large number of LIHTC
developments, siting developments in disadvantaged neighborhoods and concentrating
these developments in these areas is a major concern in need of further investigation. Third,
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because many outcomes were similar between the state and LAC, we conclude the power
of statewide policy guidance as presented in the QAP is effective for most of the state.
The discretion of the state, therefore, seems to be an important influence on the program’s
locational outcomes. Given the politics of land use at the local level of government in the
U.S., states may be more politically able to impose requirements that would lead to a more
equitable distribution of LIHTC developments.

Some policy scholars have suggested approaches to improve the locational outcomes
for LIHTC developments. Given our findings, we agree with [1], who proposes the program
be reconfigured to promote mixed-income housing, and [77], who calls for a rethinking of
the distribution of LIHTC developments through the elimination of the Qualified Census
Tract bonus, a policy that can lead to concentration of LIHTC units in disadvantaged neigh-
borhoods. We also agree (for California at least) with [77], who suggests a metropolitan
approach to the administration of assisted housing programs. Housing programs and other
urban system functions could be more efficient and equitable under a regional govern-
ment. Nevertheless, we recognize that regionalists have argued for this approach to urban
operations for many decades, but political barriers to such a change are significant.

In addition, based on our analyses, we recommend the LIHTC program offer a bonus
(additional credits) for developments specifically locating in neighborhoods with lower
numbers of renters, higher rent, and a lower concentration of LIHTC and other subsidized
housing. Policy researchers [1,77] emphasize that such changes would need to be per-
formed at the federal level. While direct and narrow mandates for the siting of LIHTC
developments would likely encounter significant pushback from states, localities, and
developers of LIHTC housing, offering a bonus would be an incentive, not a mandate,
for developing in relatively more affluent neighborhoods without a large concentration of
subsidized housing. Thus, this approach may be more politically palatable.

Federal changes to the LIHTC program should be pragmatic, inclusive, and produce
improvements in terms of outcomes. Understanding the obstacles to effective new siting
requirements at the state and local levels is crucial. For example, our past conversations
with nonprofit developers producing LIHTC units in California revealed one of their
ongoing challenges. Specifically, the location of LIHTC developments is often driven
by the willingness of a local jurisdiction to support this type of development. In some
cases, a local jurisdiction may welcome or support LIHTC developments as a form of
revitalization or new investment in a disadvantaged neighborhood. In other words, a local
jurisdiction may want the new capital investment of a LIHTC development in a poorer
neighborhood, with the hope of spurring new market-based interest in the area, even if the
siting of this low-income housing brings more low-income persons to the neighborhood
initially. Given the complexities of the politics of land use and the layers of government,
states face a challenging task of crafting their LIHTC policies to allow some level of local
discretion while meeting more equitable distributive outcomes for housing developments.
In California, fostering cooperation from local governments through their regional council
of governments may be a step in the right direction, but, to achieve improved LIHTC
locational outcomes and thus better opportunities for LIHTC tenants, California may need
to link other state-controlled funding to these outcomes.

Housing scholars need to expand their research and move toward more generalizable
results. Additional research on the LIHTC program will enhance the existing body of
literature, especially research focused on particular aspects of the program, such as loca-
tional outcomes and their effects, and would contribute to a future meta-analysis. Results
based on a substantial body of these studies will strengthen the generalizability (or not)
of findings about the program. Furthermore, studies of the pattern of support by local
jurisdictions, particularly the motivations for this support, would provide insights to state
officials revising their QAP. Finally, future and expanded analyses of neighborhoods before
and after the siting of a LIHTC development will be helpful to determine the influence of
LIHTC developments on the revitalization, stagnation, or decline of neighborhoods.
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