


The National Homeownership Strategy: 
Partners in the American Dream 

u.s. Department of Housing and Urban Development 

May 1995 



THE \VHITE HOUSE 

WASHINGTON 

May 2, 1995 

Our nation's greatest promise has always been the chance to 
build a better life. For millions of America's working families 
throughout our history, owning a horne has corne to symbolize the 
realization of the American Dream. Yet sadly, in the 1980s, it 
became much harder for many young families to buy their first homes, 
and our national homeownership rate declined for the first time in 
forty-six years. Our Administration is determined to reverse this 
trend, and we are committed to ensuring that working families can 
once again discover the joys of owning a horne. 

This past year, I directed HUD Secretary Henry G. Cisneros to 
work with leaders of the housing industry, with nonprofit organiza
tions, and with leaders at every level of government to develop a 
plan to boost homeownership in America to an all-time high by the 
end of this century. The National Homeownership Strategy: Partners 
in the American Dream outlines a substantive, detailed plan to reach 
this goal. This report identifies specific actions that the federal 
government, its partners in state and local government, the private, 
nonprofit community, and private industry will take to lower barriers 
that prevent American families from becoming homeowners. Working 
together, we can add as many as eight million new families 
to America's homeownership rolls by the year 2000. 

Expanding homeownership will strengthen our nation's families 
and communities, strengthen our economy, and expand this country's 
great middle class. Rekindling the dream of homeownership for 
America's working families can prepare our nation to embrace the rich 
possibilities of the twenty-first century. 



Foreword 

I am honored to present The National Homeownership StraTegy for the consideration of 
the American people. The strategy was prepared in response to a request from President Clinton. 
On Nov. 5, 1994, the President called for a national effort to lift America's homeownership rate 
to an all-time high by the end of the century. He directed me to develop a National 
Homeownership Strategy to reach this goal and to form a national partnership of the private. 
pUblic, and community sectors to carry out the strategy. 

Homeownership is the American dream, but the dream has been fading since 1980. when 
the national homeownership rate slipped into decline after 46 years of steady growth. Although 
the homeownership rate has risen over the past 2 years, it is still well below its historic peale 
Reviving the trend toward greater homeownership is vital to our Nation' s families. communities. 
and economic prosperity. 

The goal of this strategy is ambitious: to generate up to 8 million additional homeowners 
from 1995 through the year 2000. The strategy recommends a series of concerted actions to help 
middle-income and low-income families, racial and ethnic minorities, families with children. and 
young adults overcome current barriers to homeownership. These actions will be undertaken by 
private industry, national nonprofit organizations, nonprofit community groups. and Federal. 
State. and local governments working in cooperation at the national, State, and local levels. 

Working as partners in this way, we can translate strategy into achievement, making the 
dream of homeownership a reality for millions of hard-working people and building a better 
future for all Americans. 

Henry Cisneros 
Secretary of Housing 

and Urban Development 
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CHAPTER ONE 

THE NATIONAL 
HOMEOWNERSHIP STRATEGY 

PURPOSE 
The purpose of the National Homeownership 
Strategy is to achieve an all-time high level of 
homeownership in America within the next 6 years 
through an unprecedented collaboration of public 
and private housing industry organizations. The 
strategy was prepared by the U.S. Department of 
Housing and Urban Development (HUD), under the 
direction of Secretary Henry G. Cisneros, in re
sponse to a request from President Clinton. 

Based on the research and advice of literally hun
dreds of national experts, program specialists, and 
practitioners in all aspects of the homeownership 
process, this report represents the best thinking 
and the best ideas to expand homeownership to 
millions of households by the end of the year 2000. 

The National Homeownership Strategy is an action 
document, not an academic exercise. It is a call to 
action and a resource for thousands of national, 
State, and local organizations in the private and 
public sectors. The National Homeownership Strat
egy is based on the premise that specific, plausible 
actions, implemented through the collaboration of 
national, State, and local housing partners, can 
make a difference in expanding homeownership 
levels in the United States to an all-time high. 

The heart of the National Homeownership Strategy 
is contained in this report's 100 proposed action 
items. The fundamental commitment of the 
homeownership strategy is that these 100 actions 
be carried out through a national partnership and a 
series of State and local partnerships. These 100 
actions are designed to generate up to 8 million 
additional homeowners by the end of the year 
2000. While each of the participating organizations 
are already undertaking activities to increase 
homeownership, a broad-based, active partnership 
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is the only way that America can achieve record 
high homeownership by decade's end. No Federal 
program, nor any combination of Federal policies 
and programs alone, can generate the millions of 
additional homeowners that the President and the 
partners are committed to creating. 

This chapter discusses the importance of 
homeownership, the primary themes of the strat
egy, the importance of shared approaches, and the 
proposed goals of the national partnership. A sum
mary of the 100 proposed actions appears at the 
end of the chapter. 

WHY HOMEOWNERSHIP7 
Most scholars, public policy makers, industry ana
lysts, and civic and community leaders agree that 
supporting homeownership is good for America, 
and will produce four fundamental benefits: 

1. Homeownership is a commitment to 
personal financial security. Through 
homeownership a family acquires a place to live 
and raise children and invests in an asset that 
can grow in value and provide the capital 
needed to start a small business, finance col
lege tuition, and generate financial security for 
retirement. 

2. Homeownership is a commitment to 
strengthening families and good citizenship. 
Homeownership enables people to have greater 
control and exercise more responsibility over 
their living environment. 

3. Homeownership is a commitment to 
community. Homeownership helps stabilize 
neighborhoods and strengthen communities. It 
creates important local and individual incentives 
for maintaining and improving private property 
and public spaces . 



4. Homeownership is a commitment to 
economic growth. Homeownership helps 
generate jobs and stimulate economic growth. 
The design, construction, and rehabilitation of 
homes employs local labor and uses a vast 
array of American-made products and services. 
Homebuilding has often led the economic recov
ery from national recessions due to its strong 
job multiplier effect and because increased 
housing starts and home sales represent 
renewed economic confidence. 

Owning a home serves as one of the main symbols 
of economic and social success and is a primary 
aspiration for most Americans. Recent surveys indi
cate that 86 percent of all adults prefer to own a 
home, and two-thirds of all renters would buy a 
home if they could afford one. 

Homeownership creates economic prosperity for 
families and communities and acts as a dynamic 
generator of economic growth. Every new home 
creates 2.1 jobs directly related to construction, 
and many more jobs through increased demand for 
household goods and services. 

Because homebuilding and homeownership con
tribute to national prosperity, the expansion of 
homeownership in this Nation has been supported 
for many years by public-private partnerships. From 
the Homestead Act in 1862 to the GI Bill of Rights 
in 1944, key Federal Government innovations such 
as the Federal Housing Administration (FHA), De
partment of Veterans Affairs (VA) home loan guar
anty program, Department of Agriculture's Rural 
Housing and Community Development Service, 
Federal Home Loan Bank System, Fannie Mae, 
Ginnie Mae, Freddie Mac, and others have mobi
lized private capital to enable the average working 
family to buy a home with little or no down pay
ment. 

BACKGROUND 
In the spring and summer of 1994, Secretary 
Henry Cisneros met with leaders of major national 
organizations from the housing industry to solicit 

their views about establishing a national home
ownership partnership. In August 1994 these plan
ning sessions culminated in a historic meeting at 
which industry representatives agreed to the for
mation of working groups to help develop the Na
tional Homeownership Strategy. 

The working groups met frequently from late 
August through mid-December. Overall, more than 
50 organizations and hundreds of people were 
engaged in the working group process. These 
working groups are listed below. 

* Establishing Goals. 

* Cutting Financing and Transaction Costs and 
Increasing Availability of Financing. 

* Cutting Production Costs. 

* Targeting Areas and Building Communities. 

* Opening Markets and Targeting Underserved 
Populations. 

* Improving Homeownership Education and 
Counseling. 

* Raising Awareness and Expanding 
Opportunities. 

* Determining Governance. 

STRATEGY THEMES 
The National Homeownership Strategy combines 
private and public sector resources and commit
ments to implement three broad approaches de
signed to make homeownership more affordable, 
accessible, and available. The goal of reaching 
all-time high national homeownership levels by the 
end of the century will be accomplished by: 

* Cutting the costs of homeownership, includ
ing financing, production, and transactions costs 
and fees, to make homeownership more afford
able, make financing more available, and sim
plify the homebuying process to make it easier 
to purchase and own a home. 



Streamlining transaction costs, expanding 
creative financing and public gap financing, 
and making technological improvements in 
loan underwriting will reduce the costs of home
ownership. Changing conventional methods 
of design and building less expensive houses 
will enable many more low- and moderate-in
come families to purchase homes. Regulatory 
reforms will allow developers and builders to re
duce the costs of land assembly, housing 
construction, and home rehabilitation, making 
homeownership more affordable for willing 
homebuyers who are now priced out of the 
housing market. 

* Opening markets for homeownership, to 
increase choice and remove barriers, making 
homes, mortgage financing, and property 
insurance more available and affordable for 
every American. 

Across all income levels, African-American 
and Hispanic-American households have lower 
homeownership rates compared to other groups 
with comparable incomes. At the same time, 
low- and moderate-income households are much 
less likely than higher income households to own 
homes. Breaking down racial and ethnic barriers 
and increasing access for other underserved 
households will extend homeownership opportu
nities to millions of families and enable minority 
households to own homes in a much wider 
range of communities. 

* Expanding opportunities for homeownership, 
to raise awareness and make homeownership a 
reality for millions of people through education 
and counseling, information technology, commu
nications media, and community involvement. 

Many would-be homeowners are not aware that 
they can own a home with-or more often with
out-special assistance. Broad-based outreach 
and marketing will spread the word to young and 
old, low- and moderate-income as well as more 
affluent households, minority families, and new 
immigrant populations that they can indeed be
come successful homeowners. Targeted 
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education and counseling can train millions of 
individuals and families in the basic financial 
practices and technical skills needed to 
purchase and maintain a home. 

All 100 actions contained in the National 
Homeownership Strategy support one or more of 
the three themes. 

SHARED APPROACHES 
All of the housing industry organizations that 
participated in the development of the National 
Homeownership Strategy work day-in, day-out 
assisting American households to become 
homeowners. Whether for profit, social benefit, or 
community stability, every housing industry partici
pant strives to enhance opportunities for first-time 
homeownership. Over time, these organizational 
efforts have generated one of the highest levels of 
homeownership among all developed Nations in 
the world. 

If each housing industry participant performs its 
homeownership functions in an efficient manner, 
the national level of homeownership should 
increase over the next 6 years. If so, then why are 
these organizations making a commitment to the 
National Homeownership Strategy and actively 
engaging in a long-term partnership to expand 
American homeownership? The answer is that 
with greater collaboration comes "synergy"-a 
realization that the whole can be greater than the 
sum of its parts. 

The National Homeownership Strategy suggests 
that much more can be achieved by collaboration 
among housing industry participants; that by estab
lishing common goals, working together, sharing 
successes and improving the flow of information, 
the national partnership can more dramatically in
crease homeownership levels in the United States 
by the end of the century. 

Hence, the National Homeownership Strategy 
clearly acknowledges that by working together to 
solve obstacles to homebuying, we can collectively 
and individually achieve greater progress. Virtually 



all of the actions contained in the report will benefit 
measurably from a shared approach. For example: 

* Nonprofit homeownership counseling providers, 
private mortgage insurers, secondary market 
investors, associations representing lending 
institutions, Federal agencies, and State and 
local governments can improve homeownership 
counseling by collaboratively establishing a 
national training center and curriculum. 

* National and local partners can improve under
standing and use of innovative down payment 
alternatives, such as lease-purchase and 
homebuyer savings clubs. 

* Homebuilders, Federal agencies, and associa
tions representing State and local governments 
can agree to disseminate examples of fast-track 
planning reviews of affordable home develop
ments. 

* National and local partners, including financial 
institutions, secondary market investors, the 
Federal Government, State and local govern
ments, and national nonprofit housing organiza
tions, can improve industry understanding of 
public-private financial leveraging approaches. 

These are a few of the many collaborative actions 
that will help achieve all-time high levels of 
homeownership in America. 

NATIONAL HOMEOWNERSHIP 
GOALS 
Given the actions and collaborative approaches 
described in this report, the members of the part
nership propose to generate up to 8 million addi
tional homeowners by the end of the year 2000, 
which translates into a national homeownership 
rate of up to 67.5 percent. 

Despite its many benefits, homeownership 
has increasingly slipped out of reach for many 
Americans. From 1940 to 1980, the, national 
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homeownership rate rose from 43.6 percent of all 
households to 65.6 percent. Since 1980, the 
overall ownership rate has declined to a current 
rate of about 64 percent. While this rate has 
been increasing in the past 2 years, the Nation's 
homeownership rate is still well below its historic 
peak. 

Although higher income households headed by 
persons over 45 years of age have held steady, the 
homeownership rates for younger households and 
those with lower incomes have faced a much more 
difficult situation. Between 1980 and 1991, 
homeownership rates for households headed by 
persons under the age of 35, both married and 
single, fell by nearly one-fifth, from 44.5 percent to 
37.8 percent. In the same decade, homeownership 
rates for moderate-income households fell by 10 
percent, with a 17-percent drop for low-income 
households. And the homeownership rate for very 
low-income families with children declined from 37 
percent to 29 percent. 

In addition, homeownership rates remain substan
tially lower among minorities than among whites. In 
1993, 43 percent of African-American households 
and 40 percent of Hispanic households were 
homeowners, compared with 70 percent of 
non-Hispanic white households. This gap exists 
regardless of income levels: both higher income 
and lower income minorities are less likely to own 
their homes than white households of comparable 
incomes. 

The National Homeownership Strategy will attempt 
to help illl American households become 
homeowners, including middle-income families. 
However, the statistics presented above point to a 
special responsibility and an important opportunity 
to target underserved populations and communi
ties, including low- and moderate-income house
holds, minorities, young adults, families with 
children, legal immigrants, people with disabilities, 
Native Americans, and residents of inner-city 
neighborhoods and rural areas. 



* Up to 8 million additional 
homeowners by the end 
of the year 2000 

Exhibit 1 

*A national 
homeownership 
rate of 67.5 percent 



NEXT STEPS 
Issuance of the National Homeownership Strategy 
is an important milestone in the march towards 
establishing a viable, long-term partnership. The 
strategy contains 100 actions for the partnership to 
implement. These proposed actions are statements 
of what can be accomplished. The actions are the 
foundation-the starting point-of steps that should 
be taken to increase homeownership opportunities. 

Each of the participating national organizations 
will sign a partnership agreement that identifies 
the actions and describes the specific contributions 
they will make to support the National Home
ownership Strategy. The partnership agreements 
are discussed more fully in the next chapter. 

Partnership agreements have already been signed 
by more than 50 national organizations. Over time, 
it is expected that the number of national, State, 
and local organizations becoming partners in this 
process will continue to grow, further enhancing 
opportunities for collaboration. 

The partnership also will form a governance 
structure designed to guide this landmark 
homeownership initiative through the year 2000. 
Recommendations regarding the roles of a 
governance structure are discussed in more 
detail in the next chapter. 

SUMMARY OF THE NATIONAL 
HOMEOWNERSHIP STRATEGY 
CONTENTS 
The 100 actions contained in these chapters often 
refer to steps that the "partnership" should under
take in the general sense. In effect, the 100 actions 
in this report represent recommendations for the 
partners. The partnership agreements prepared by 
each of the participating organizations provide the 
specific contributions needed to support each of 
these actions. 

Chapter 2 of this report summarizes the partner
ship agreements and proposed long-term structure 
of the partnership. Chapters 3 through 8 include 

discussions of key elements of the National 
Homeownership Strategy. Below is a list of the 
subjects for each chapter. 

Chapter 3: Production. 

Chapter 4: Financing. 

Chapter 5: Building Communities. 

Chapter 6: Opening Markets. 

Chapter 7: Homeownership Education and 
Counseling. 

Chapter 8: Raising Awareness. 

NATIONAL HOMEOWNERSHIP 
STRATEGY 
LIST OF PROPOSED ACTIO~S 

PRODCCTIO;'>.; 

Action 1: 
Assessing Regulatory Impacts on Affordable 
Homeownership 

Action 2: 
Modernizing Planning, Zoning, and Subdivision 
Laws 

Action 3: 
Education and Technical Assistance for 
Regulatory Reform 

Action 4: 
Consensus Building and Mediation Techniques 
for Affordable Homeownership 

Action 5: 
Statewide Standards for Impact Fees 

Action 6: 
Models of Regulatory Flexibility and Development 
Controls 

Action 7: 
Expanded Research on Regulatory Reform 

Action 8: 
Building Code Reform 



Action 9: 
Education and Outreach for Higher Density 
Home Construction 

Action 10: 
Fast-Track Administrative Review Procedures for 
Starter Homes 

Action 11: 
Removing Barriers to Mortgage Financing for 
Starter Homes 

Action 12: 
Stock Plans and Guidance Materials for Starter 
Homes 

Action 13: 
Flexible Regulations to Accommodate Home 
Rehabilitation 

Action 14: 
Home Rehabilitation Research 

Action 15: 
Technical Evaluation and Guidance Materials 
for Energy Conservation 

Action 16: 
Affordable Home Technology Program 

Action 17: 
Information, Training, and Technical Assistance 
for Innovative Technologies 

Action 18: 
Affordable Home Design and Construction Awards 

Action 19: 
Stock Plans for Building Affordable Homes 

Action 20: 
Enhanced Homebuilding Product Evaluation 

Action 21: 
HUD Technical Evaluations of Homebuilding 
Products 

Action 22: 
Research on Technological Innovation for 
Affordable Homes 

Action 23: 
Regulatory Review of Manufactured Homes 

• 

Action 24: 
State Participation in Manufactured Homes 

Action 25: 
Cooperative Research for Manufactured Homes 

Action 26: 
Manufactured Home Industry Initiatives 

Action 27: 
Zoning and Land Development Reform for 
Manufactured Homes 

Action 28: 
Access to Financing for Manufactured Homes 

FI:'\:\~CI!\'G 

Action 29: 
Alternative Approaches to Homebuying 
Transactions 

Action 30: 
Technological Improvements in Mortgage 
Financing 

Action 31: 
Lender Processing Time Reductions 

Action 32: 
Standardize Homebuying Settlement Procedures 

Action 33: 
Bulk Purchase of Homebuying Settlement Services 

Action 34: 
Local Government Development Fees and 
Homeownership Trust Funds 

Action 35: 
Home Mortgage Loan-to-Value Flexibility 

Action 36: 
Subsidies to Reduce Downpayment and 
Mortgage Costs 

Action 37: 
IRAs and 401 (k)s for Homeownership 
Downpayments 

Action 38: 
Savings Plans for Homeownership 



Action 39: 
Mortgage Options and Homebuyer Education 

Action 40: 
Home Mortgage Foreclosure Requirements 

Action 41: 
Home Purchase and Rehabilitation Financing 
With FHA 203(k) 

Action 42: 
Conventional Financing for Home Purchase 
and Rehabilitation 

Action 43: 
Home Rehabilitation Financing 

Action 44: 
Flexible Mortgage Underwriting Criteria 

Action 45: 
Public-Private Leveraging for Affordable Home 
Financing 

Action 46: 
Reinventing FHA Single-Family Home Mortgage 
Insurance 

Action 47: 
Native American Home Financing Needs 

Action 48: 
Small Rental Properties to Support Affordable 
Homeownership 

Action 49: 
Continuation of the Mortgage Revenue Bond 
Program and Mortgage Credit Certificates 

Action 50: 
Energy Efficiency and Home Mortgage 
Underwriting 

Action 51: 
Cooperative Homeownership 

BULDI:,\,G COl\1:\ll'l\;ITIES 

Action 52: 
Homeownership Education and Technical 
Assistance for Communities 

• 

Action 53: 
Spotlight on Successful Local Partnerships 

Action 54: 
Employer-Assisted Homeownership 

Action 55: 
Location-Efficient Home Mortgages 

Action 56: 
Comprehensive Community Revitalization 

Action 57: 
Homeownership Zones 

Action 58: 
Federal and State Resources for Affordable 
Homeownership 

Action 59: 
Promoting Mixed-Income Neighborhoods 

Action 60: 
Redeveloping Vacant Properties 

Action 61: 
Mortgage Credit for Rural Areas 

Action 62: 
Rural Home Financing Demonstration Program 

Action 63: 
Expanding Rural Home Financing 

Action 64: 
Homeownership Capacity Building in Rural Areas 

Action 65: 
Rehabilitating Rural Homes 

Action 66: 
Homeownership Opportunities for Native 
Americans 

OPEl\;I:'\'(J ,\IAKKETS 

Action 67: 
The President's Fair Housing Council 

Action 68: 
Voluntary Fair Housing Self-Enforcement and 
Affirmative Marketing by Homeownership Industry 
Organizations 



Action 69: 
Metropolitan Regional Fair Housing Initiatives 

Action 70: 
Voluntary Self-Enforcement and Affirmative 
Marketing by Mortgage Lending and Homeowners 
Insurance Industry Organizations 

Action 71: 
Access to Home Mortgage Lending Data 

Action 72: 
Research on Fair Lending and Insurance Issues 

Action 73: 
Market Review of Underserved Groups and 
Communities 

Action 74: 
Workplace Diversity in Hiring and Promotion 

Action 75: 
Research on the Homeownership Impacts 
of Diversity 

Action 76: 
Mentoring Minority-Owned Homeownership 
Businesses 

Action 77: 
Marketing Homeownership Products and Programs 
in Foreign Languages 

Action 78: 
Tailoring Home Design and Construction to Diverse 
Populations 

Action 79: 
Homeownership Models That Work 

Action 80: 
"One-Stop" Home Financing Catalogue 

HOMEOWNEHSHIP EDUCATIOl\: AND 
COUNSELING 

Action 81: 
National Institute for Homeownership Education 
and Counseling 

Action 82: 
Federal Efforts to Build Local Homeownership 
Counseling Capacity 

• 

Action 83: 
Research on Homeownership Education and 
Counseling 

Action 84: 
Clearinghouse for Homeownership Education and 
Counseling 

Action 85: 
Curriculum Development for Homeownership 
Education and Counseling 

Action 86: 
Training and Accreditation for Homeownership 
Education and Counseling 

Action 87: 
Cultural Sensitivity and Diversity in 
Homeownership Education and Counseling 

Action 88: 
Education on Alternative Forms of Homeownership 

Action 89: 
Task Force on Long-Term Funding of 
Homeownership Counseling 

Action 90: 
Nonprofit Business Planning for Homeownership 
Counseling Organizations 

Action 91: 
HUD Allocation of Counseling Funds 

Action 92: 
Showcasing Successful Collaborative 
Homeownership Counseling Programs 

Action 93: 
Local Homeownership Counseling Roundtables 

RAISI;\iG AWARENESS 

Action 94: 
Publicizing Homeownership Opportunities 
and Achievements 

Action 95: 
Homeownership Site Visits 

Action 96: 
Successful Transitions to Homeownership 



Action 97: 
Homeownership Educational Centers and Special 
Events 

Action 98: 
Educating Homebuyers and Homeowners Through 
Technology and the Media 

Action 99: 
Homebuyer Access to Government-Owned Homes 

Action 100: 
Research Networks and Information Clearing
houses on Homeownership Data 

., 



CHAPTER TWO 

PARTNERSHIP 
STRUCTURE 

This chapter briefly discusses the means by which 
participating organizations will become partners in 
this process, and the governance structure that will 
help the partnership achieve the homeownership 
goals over the next 6 years. 

PARTNERSHIP AGREEMENTS 
The strategies and actions contained in the 
National Homeownership Strategy are the founda
tion for creating a national partnership as reflected 
in the partnership agreements. Partnership agree
ments are intended to be good faith commitments 
that the partners are making to each other and to 
the partnership as a whole, rather than a legally 
binding obligation to the Federal Government or to 
any other entity. The partnership agreements serve 
as a mutual pledge, enforceable by the goodwill 
and corporate conscience of each partner. These 
agreements list the specific contributions of the 
respective organization in support of the 100 
actions in the National Homeownership Strategy. 

Each partnership agreement contains a general 
statement of purpose, applicable to all partners, 
along with two attachments that explain the part
ners' contributions: 

Attachment A is a list of the actions-
drawn from the 100 actions in the National 
Homeownership Strategy-that the partners 
will take over the next 6 years. 

Attachment B describes the specific contribu
tions that each partner will undertake over the 
next 6 years to support the actions listed in 
Attachment A. These contributions include exist
ing initiatives that the partners will expand, as 
well as new initiatives. 

NATIONAL PARTNERS IN 
HOMEOWNERSHIP 
The National Homeownership Strategy and the 
partnership agreements are essential to ensure 
success. Yet many previous reports with compre
hensive, thoughtful recommendations have gath
ered dust on office bookcases. Therefore, in order 
to organize the partnership's efforts, keep the strat
egies and actions on course, and ensure long-term 
accountability, a governance structure should be 
created by the participating organizations. 

The appropriate governance structure s!lould: 

* Create ownership of the process and goals and 
ensure that top policymakers "buy in." 

* Foster creativity, idea sharing, and information 
exchange, and forge new partnerships. 

* Ensure focus, continuity, and accountability, and 
promote strong leadership. 

* Communicate that it is a genuine public-private 
partnership and not an indirect method for 
Federal agencies to influence private action. 

After review of alternative structures, we will 
establish a framework to govern the activities of 
the partnership and to carry out the National 
Homeownership Strategy. 

The structure should communicate that this is a 
public-private partnership and not a government 
program. To be successful, however, the partner
ship structure should remain close to, and be 
aware of, new Federal housing, community devel
opment, and economic policy directions. We there
fore propose that there continue to be significant 
ties to the President and the Secretary of HUD. The 
partnership structure should ensure continued fo
cus, continuity, and accountability. At the same 



time, by specifying a completion date the partners 
can ensure that an organization does not become 
an end in itself. 

The proposed characteristics of such a partnership 
structure are described more fully in the summary 
below. 

Name: National Partners in Homeownership or 
National Council on Homeownership 

Legal Authority: To be determined 

Composition: Membership should be composed of 
all partners, defined as organizations entering 
into partnership agreements. A smaller execu
tive committee or steering committee, selected 
by the membership, can assist in oversight 
activities and establishing policy. 

Standing or ad hoc committees can be formed 
to address specific policies or issues, or to 
assist in carrying out the functions of the part
nership. Membership on subcommittees need 
not be restricted to partners, but subcommittees 
should be chaired by a participating member 
appointed by the chairperson of the partnership 
structure. 

Oversight: Oversight can be provided by a 
chairperson and a vice chairperson. The chair
person, vice chairperson, and partnership coor
dinator (staff), under the supervision of the 
chairperson, would possess the authority to act 
on behalf of the partners on a daily basis, con
forming to any general policies and specific 
directives established by the membership. 

Staffing: A small staff is recommended, consisting 
of a partnership coordinator, a second profes
sional staff person, and an administrative 
support person. There are two alternatives for 
acquiring staff resources: (1) hire staff using 
monetary contributions from the members, foun
dations, or other sources, or (2) obtain contribu
tions of staff time from the members, through a 
"loaned executive" approach. The partnership 
also should consider requesting HUD to assign 
one full-time staff year to this effort during the 
term of the partnership. 

Timing: The partnership structure should be estab
lished quickly upon execution of the partnership 
agreements and should be designed to "go out 
of business" at the end of the 6-year effort. 

Accountability: Partnership agreements set forth 
the activities and strategies to be undertaken by 
each partner over the course of the 6-year ef
fort. The partnership structure should establish 
overall homeownership goals and interim 
benchmarks, as opposed to individual partner 
report cards. 

Additional Partners: Although the partnership will 
be large and inclusive, much activity should, by 
necessity, take place outside of Washington, 
D.C., with organizations, institutions, and even 
individuals not currently participating in this 
effort. As a result, secondary organizations 
should be formed and designated "community 
partners." 

Roles and Responsibilities of the 
partnership: 
Although the specific roles of this entity will be es
tablished by the partners, possible responsibilities 
might include the following: 

1. Encouraging development of smaller partner
ships by serving as a catalyst to unite organiza
tions and individuals in carrying out projects 
or other efforts to support the National Home
ownership Strategy. 

2. Encouraging and assisting State and local gov
ernments to participate in homeownership ac
tivities and facilitate development of grassroots 
efforts. 

3. Maintaining a central information clearinghouse 
to share ideas and distribute information. 

4. Providing technical assistance to partners and 
member organizations. 

5. Maintaining partnership accountability and 
tracking overall progress in achieving goals. 



6. Recognizing and publicizing successful efforts 
of the partners. 

7. Advising the President of the United States, the 
Secretary of HUD, and other housing leaders 
on matters relating to the homeownership 
goals. 

8. Working with partners to encourage preparation 
of special reports and studies on topics of criti
cal interest. 

9. Recommending measures to coordinate activi
ties of Federal, State, and local government 
agencies, private institutions, and individuals. 

10. Encouraging training and education in the field 
of homeownership in cooperation with appropri
ate public and private agencies and institutions. 

11. Preparing an annual report of partners' activi
ties, including progress toward achieving the 
National Homeownership Strategy goals. 

12. Coordinating formal and informal meetings of 
various partnership committees. 

LOCAL PARTNERSHIPS 
For the National Homeownership Strategy to 
succeed, organizations and individuals at State 
and local levels must be motivated and mobilized to 
implement the partnership's strategies to increase 
homeownership. Groups or persons that have di
rect contact with potential homebuyers or that can 
influence local homeownership resources should 
be informed and deployed to administer those com
ponents of the partnership's action plan that are 
relevant to their particular circumstances and mis
sions. 

In addition, information must flow freely back and 
forth between members of the partnership and lo
cal organizations so that lessons may be learned 
from successes and failures, progress will be re
ported, and any guidance or recommendations will 
be considered and distributed. 

The partnership should also seek to use other 
channels of communication to provide as much 

information as possible to a wide range of people, 
including local housing providers not affiliated with 
national partners. 

National partners can playa significant role in fos
tering local activity. Yet the emergence of viable 
local partnerships should not be orchestrated at 
the national level using an overly prescriptive 
model. Rather, local partnerships must grow differ
ently in each community, reflecting the skills, knowl
edge, long-term relationships, leadership capabili
ties, and current policies and programs of local 
housing organizations. At a minimum, however, 
national partners should: 

1. Ensure effective communication. National part
ners should transmit information regarding the 
National Homeownership Strategy to their mem
bers and affiliates. This information should be 
designed to encourage these community part
ners to adopt the goals and recommendations 
of the National Homeownership Strategy. It also 
should describe clearly and understandably how 
to implement those recommendations. For ex
ample, once the partnership is established and 
the national partners have agreed to their contri
butions, each partner should communicate its 
goals to each of its affiliates with information 
regarding how to meet those goals by the end of 
the year 2000. 

2. Provide motivation and leadership. National 
partners should explain to their members and 
affiliates how the National Homeownership 
Strategy benefits them. State and local partners 
should then try to organize efforts to generate 
enthusiasm and provide structure for community 
activities. 

3. Maintain information, progress reports, report
ing, and acknowledgments. Partners should 
collect and disseminate information about the 
National Homeownership Strategy, including 
descriptions of recommended actions, success
ful programs, and progress reports on national 
efforts. Partners should also develop recognition 
or awards programs to publicize and reward 
successful efforts under this initiative. 



If so requested, the partnership structure should 
prepare and disseminate such information to local 
groups on behalf of the partners. 

The following is a list of the National Partners in 
Homeownership as of June 1, 1995. 

THE NATIONAL HOMEOWNERSHIP 
STRATEGY: PARTNERS IN THE 
AMERICAN DREAM 
56 Organizations Have Signed Partnership 
Agreements by 6/1/95 

American Bankers Association 

American Institute of Architects 

American Land Title Association 

American Planning Association 

America's Community Bankers 

Appraisal Institute 

Association of Community Organizations 
for Reform Now (ACORN) 

Association of Local Housing Finance 
Agencies 

Center for Neighborhood Technology 

Community Development Financial 
Institutions Fund 

Corporation for National Service 

Council of American Building Officials 

Council of State Community 
Development Agencies 

Enterprise Foundation 

Fannie Mae 

Federal Home Loan Bank System 

Freddie r'v1ac 

Habitat for Humanity International 

Housing Assistance Council 

Local Initiatives Support Corporation (USC) 

Manufactured Housing Institute 

Mortgage Bankers Association of America 

Mortgage Insurance Companies of America 

National American Indian Housing Council 

National Association for the Advancement of 
Colored People (NAACP) 

National Association of Affordable Housing 
Lenders 

National Association of Counties 

National Association of County Community and 
Economic Development 

National Association of Home Builders 

National Association of Real Estate Brokers 

National Association of Realtors 

National Bankers Association 

National Community Development Association 

National Community Reinvestment Coalition 

National Conference of States on Building Code 
Standards 

National Congress of Community Economic 
Development 

National Cooperative Bank 

National Council of La Raza 

National Council of State Housing Agencies 

National Fire Protection Association 

National Foundation of Consumer Credit 



National Foundation of Manufactured Home 
Owners 

National Hispanic Housing Council 

National Low Income Housing Coalition 

National Neighborhood Coalition 

National Trust for Historic Preservation 

National Urban League 

Neighborhood Reinvestment Corporation 

Resolution Trust Corporation 

Social Compact 

U.S. Department of Agriculture 

U.S. Department of Housing and Urban 
Development 

U.S. Department of Veterans Affairs 

United Homeowners Association 

United States Conference of Mayors 

Urban Land Institute 



CHAPTER THREE 

PRODUCTION 

OVERVIEW 
The National Homeownership Strategy proposes 
a series of actions to promote homeownership 
by reducing the costs of building new homes and 
rehabilitating existing homes. In a competitive 
environment, lower production and development 
costs will translate into more affordable prices for 
new and rehabilitated homes. More affordable 
prices will increase the pool of eligible homebuyers, 
expand home sales, and lead to higher home
ownership rates. 

KEY PRINCIPLES 
The strategies and actions in this chapter reflect the 
following principles: 

* A successful strategy must be collaborative in 
nature and build on the direct involvement and 
support of many distinct interest groups and con
stituencies involved in the housing development 
process. 

* Although high production costs are a national 
problem, the specific causes and many of the 
solutions vary significantly across regions and 
within regions. 

* Innovative, cost-effective methods to rehabilitate 
the older housing stock can expand home
ownership opportunities, particularly in central 
cities, and should playa major part in any overall 
strategy for cutting production costs. 

* Steps to reduce production costs must be con
sistent with existing market mechanisms and 
should not compromise public health, safety, 
environmental protection, or State and local 
autonomy. 

• 

* Cutting production costs to expand home
ownership should include technical assistance 
to housing providers to offer a broader variety 
of alternative housing types and options than 
are currently available. 

* In reducing production costs, it is important 
to develop housing that is not only affordable but 
also enhances the neighborhood and the com
munity. 

* A program to lower production costs cannot suc
ceed if it is designed as a short-term quick fix. 
Substantial cost reductions are more likely to 
result from many small steps than from a few 
great leaps, requiring a broad vision in program 
design and attention to detail in implementation. 

* Successful results will require sustained, 
multiyear commitments from the Federal Gov
ernment and every other private and public or
ganization with a significant role to play. As the 
primary Federal agency charged with promoting 
homeownership, HUD should take a leading role 
in organizing, coordinating, promoting, and sup
porting specific initiatives to reduce housing 
production costs. 

STRATEGIES 
There are five major strategies for expanding 
homeownership by cutting production costs: 

1. Reduce regulatory barriers to affordable 
homeownership. 

2. Expand the supply of starter homes. 

3. Eliminate barriers to cost-effective home 
rehabilitation. 



4. Stimulate technological innovation in home
building. 

5. Eliminate regulatory and financing barriers to 
the availability of manufactured housing. 

Reduce Regulatory Barriers to Affordable 
Homeownership 

STRATEGY: The partnership should undertake 
a 6-year cooperative effort to encourage regula
tory reform and stimulate the reinvention of 
State and local housing development approval 
processes to lower costs and expand supply by 
eliminating any unnecessary, excessive, or du
plicative regulatory barriers to the production 
of affordable homes. 

Issues and Impediments: Regulating housing 
development is primarily a State and local 
responsibility. State and local governments use this 
authority to protect the health, safety, and welfare 
of their citizens. Also, State and local governments 
regulate housing development to promote public 
objectives: planned growth, fire safety, energy 
efficiency, environmental protection, quality of life, 
and others. Although most development regulations 
are intended to promote safe and livable 
communities, they come at a price-increased 
costs of construction. 

Numerous housing policy studies have demon
strated that many communities have unnecessary 
or duplicative regulations that can be modified to 
reduce production costs without compromising 
valid public objectives. Antiquated State planning 
laws, overly stringent subdivision standards, 
exclusionary zoning practices, and outdated build
ing and development standards all impede the 
production of affordable homes. In some cases 
these requirements are intentionally designed to 
limit density of development, exclude low-income 
families, or minimize future public costs of infra
structure maintenance. In many other instances 
they exist primarily because of inertia, tradition, 
lack of information about potential alternatives, or 
the lack of time and expertise required to rewrite 

applicable laws and regulations. Efforts to imple
ment significant reforms, especially with regard 
to land development and zoning issues, have had 
only limited success. 

Regulatory barriers to affordable housing often 
reflect important and sensitive local issues, 
including the values of self-governance. To the ex
tent that the Federal and State governments pro
pose regulatory revisions, they should do so with 
an appreciation and concern for the regulatory role 
and authority of local governments. Of equal impor
tance are local concerns about neighborhood qual
ity, income mix, and other issues that are often im
bedded in existing regulations. In the collaborative 
spirit of this partnership, participants should be 
prepared to discuss these sensitivities and seek 
new solutions to regulatory barriers that do not 
undermine legitimate local concerns. 

Action 1: Assessing Hcglliatory Impacts on 
,\fforclalJk' Hornc()wl1Cfsl1ip 

The partnership should urge HUD to lead a Federal 
effort to review existing Federal regulations and 
policies to assess their cumulative impact on 
housing costs and develop alternative policies to 
mitigate adverse impacts. Also, Federal agencies 
proposing regulations that affect housing costs 
should evaluate the impacts of their proposals on 
homeownership and develop options to mitigate 
adverse impacts on production and operating 
costs. 

.\ctiOJ1 :2: \Iodcrnizing Planning. Zoning, and 
SubdivisioJ1 Laws 

The partnership should work in cooperation with 
the American Planning Association to support and 
complete the Growing Smart Initiative-a program 
for modernizing America's planning, zoning, and 
subdivision control laws. Within 3 years, this effort 
will produce model legislation for State govern
ments to consider in reforming their community 
planning and land development enabling legisla
tion. Reforms will include a variety of legislative 
options and alternatives such as comprehensive 



planning requirements, housing elements, "fair 
share" standards, and State goals and policies to 
be implemented through local developmental 
controls. 

The Portland, Oregon, area's unique :Yletro
politan Housing Hule, under tile Stel1cwidc 
Planning Program, has stitlluleltecl dfford
able housing anel triC'llClIy le1l1d-use ilnd 
zoning requirements in more tllCln two 
dozen jurisdictions sUITounLiing till' city of 
Portland. The rule lms kept Ilousing costs 
down by requiring tile area's 27 jurisdic
tions to decrease lot-size requirements. 
Towns and countics arc thus fllClIl(jelted to 
plan and allocate groWtll cHeelS for mecting 
their fair share of tile region's (lffordable 
housing needs. 

One community, for example. I klci plcHlllt'd 
for only 371 additional rllultifcH11ily d\vcll
ings in its comprellcnsiH' ple1l1, \\'Ilicll WitS 
adopted in 1978. Between 1 DS.:J (tnc! 1 DSD, 
having revised its plan Clnd zoning to meet 
the Metropolitan llousing J{ule require
ments, the jurisdiction witnesscci cin'clop
ment of 1,981 multifcunily units. 

Regulatory reform envisioned through the Growing 
Smart Initiative has already helped promote 
affordable homeownership in the State of Oregon. 
Oregon law now requires localities to prepare 
comprehensive plans identifying vacant land avail
able for development, estimate what will be needed 
to meet future needs, and make land allocations 
and zoning to meet projected housing needs. 
Together with statutes that provide for settling 
land-use disputes and streamlining local permit 
procedures, Oregon's Statewide Planning Program 
is helping developers build lower cost homes. 

Action 3: Education and Tcctmical Assistance 
for Regulatory Reform 

The partnership should initiate an education and 
technical assistance effort to promote the concept 
of regulatory reform among State and local govern
ments. For example, partners should focus on the 
impact of State regulations on the cost of housing 
and provide technical assistance to encourage 
review and reform of State planning and enabling 

legislation. To help local governments modernize 
their zoning and related development controls, the 
partners should help: (1) develop specific technical 
guidance materials on recommended housing stan
dards, land-use types, and development criteria; 
(2) assist local governments in the review of exist
ing ordinances to promote voluntary reform; and 
(3) develop alternative regulatory tools. 

Action 4: ConsensLls Building and ~ledi{1tion 
Techniques for Affordable Homeowncrsl1ip 

To promote affordable housing projects for low
and moderate-income families, members of 
the partnership should utilize problemsolving, 
consensus-building, and mediation techniques to 
achieve multijurisdictional agreements for accep
tance and development of affordable housing. 
Within 2 years, partners should establish a 
demonstration technical assistance and training 
center that will develop joint problemsolving skills 
to facilitate the acceptance of affordable housing. 

Tile 1 D(m :YIassacllusetts Zuning ,-\ppeclls 
Law. more conHllollly kllOWtl i1S tile ",\rlti
SnoU' Zoning Ld\\', W(iS onc of tile N211ion's 
first statewide efforts to open tll(, suburbs 
to low- anci mocicriltc-inconw Ilousing. 

TO enforce tllis I,J\"" tile COllHllOn\\'cilltll 
created d comprCIWllSi\'c permit SystCfll 
ami a board whew elPPcclis of IOCi11 de\'t'I
opnwrlt decisions coule! L)c made. ,\s 21 
result, Mc1ssacllllst'tts Il<1S incrcdscd tlw 
il\'clilat)ility (mci acceptancc of elttor(iilblc 
Ilousing in trl2111y i1ITclS ot tIl(' COtllrllOf)
wealtl!. 

In Hartford, Connecticut, 26 jurisdictions used 
consensus-building techniques to negotiate "fair 
share" targets for affordable housing and develop a 
means for each jurisdiction to pursue actions 
appropriate to their circumstances. This voluntary 
compact approach to meeting regional housing 
needs signaled the beginning of a change in 
thinking about local housing policy. As a result of 
the agreement, more than 4,000 units of low- and 
moderate-income housing were built in these 
communities. 



Action ;"): Stdt('wicic Standards for Impact Fees 

1 '11<lu \\(':-,1 \'irgilli,l Cocic, C11dptcr 124., 
,\r1ici(' -; :2()~I, I'(TS ilflri EXPClldill1rl'S lor 
(:()\ It 11 \' 1 )( '\( 'I()I )t)l( 'rl\: 1 J)c,ll Powcrs :\cl, 
imp,1("1 I( '( 'S Ill"), 1101 excecci il proporti()n~ 
(11(' ,Sll(lr(' ()I 111(' custs requircd 10 i1CC()rn~ 
111<)( I,ll(' 1)('\\ cic\'('loprllCflt. Bclow ITquiring 
jld\lll<'llI 01 'lll)' ,11l1110rizeci fcc, 11)(' cowlty 
n HIS 1 ,Sill 1\\ ('\idCI1Cl' 111,11 SOtllC Wilsonil) lie 
IJ(,II('III Ir( Jill ilJl\' c"pil,)1 impro\'('tlWnl is 
w<lli/( '<I ) l\ Ill(' dc\'elo]lllH'fll project. I )ldll~ 
t1l!lg wqllir( '1I1('111.S dlso require il( \Optiofl 01 
(\ « lllill \ \ \' i( 1(' (otllpre IWI1Si\'(, 1 11, Hl, C(Jlll~ 

pili \( '1Ic;i\(' Z()J lillg ortiit1iltlCC, SI II Hii\'isioll 
«)1111(ll Ill'riillillWC, lormtlilluil<ling permil 
1 Jr()('( 'SS ,HI( I !'l'\iew S\'stCfl), iflcluding tilt' 
SI(lj(' 1)\ 11i( Illig code, iHl<i cdpilill ifl)pro\'('~ 
11H'llIS, III ,HI<llti()tl, stcmci,mis of scr\'icc 
Illiist 1)(' (i( '\('\()]J('C\ ,mri fllililltilitwci lor 
cdjJit,11 illlpro\'('r1Wllts tililt me fllllded 11\' 

til<' /('('S, 

The partnership should encourage statewide 
standards for impact fees on new construction that 
are legally defensible, fair, and enforceable, Many 
impact fee systems do not clearly define the types 
of facilities that can be financed by impact fees, nor 
require a "rational nexus" test for the amount of the 
fee, the nature of the facility, and the benefit to the 
development, nor eliminate disproportionate bur
dens on lower cost housing. Although 23 States 
now have statewide legislation regarding impact 
fees, such legislation should be expanded to most 
States within the next 6 years. 

ActiOI) (): :\ locicls of Regulatory Flexibility ami 
Oe\'eIOpllH'l)1 Controls 

The partnership should establish a series of 
continuing demonstration projects to promote 
regulatory reform of housing development. For 
example, partners should support demonstrations 
that show how to build low-cost, high-quality hous
ing by taking full advantage of regulatory flexibility 
and reforms. Also, partners should initiate demon
stration projects to reinvent the administration of 

development controls, by reducing the average 
time for housing project review and approval and 
actual development by 50 percent without under
mining quality, environmental protection, or 
meaningful citizen input. 

III I DS2, J Il T) initi,ltcci til(' ,j( lirll \'('llllIW lor 
,\llorciiltJlc I lousing (.Iv, \1 II (\S il pi Ii lli( '~I )ri~ 
\'(ll(' p,lrtllCrSllip t() rClillct' IHlIlsirlg ('C ISh 
11)' cllClllging lHltlCC('SS,lr\ 1'(,).~lililti()IIS iliHI 
C'tJ('(Juri1ging t11(, USC of itll)()\',l1i\'(' C<lIlstnlC~ 
tion design ane! flldtcridls. Co:-,t s<l\illgS Cli 
lip to 30 percC'l1t wcrt' (\(l('IIIIWIII('<l1()1' 
cdclllHllllC 1)lIilt dS Pillt (ll III(' ,1\',\11 !ll() 
gr,1Ill in COrlHllt lfl it ics dUC lSS t 1)(' ,,;; \l i011 

,\s ,I result 01 tl)('I\',\1 L sillgl('~t,llllil\' Il<JlIH' 
ciCH'I()pllletl1S \\'('1'(' lllliit ill ('CHlllllllllili('s 
(leross til(' :\,ltiulI, \\'11('1(' I< )(<)1 uttl(l"ls 
dgreeci to rt'\'ic\\' rcglll,lli()J IS ill J( I Slrlllllll\ 
(\ppro\'cll processes, For ('\;illl1l lie, 1'11()( 'I lix 
useci tile JV,\II pr()j(TI ,IS illl (l)JIH>I'lllllil\ to 
rc\'ic\\' ,mel mocicrt1iz(' i IS ('I III J'(' S( 'I 01 i If ). 
pro\'(ll~proccssing jJr()('('<iIll( 'S, l', H 1('1' t I J(' 

Ill'\\' procedures, t11(, I Jllilcln SiI\'( '<I o\'cr :l 
rnorlti1s in processitlg tillH', \\'ill1 illt(T('SI 
,md o\'crlwi,ci Si1\'illgS t()lilllillg S:2, tC1K pCI' 
hOllse in 19S4, or ah()lIt :') pcrcclli ot tlw 
d\'('[ilgC IlCHlH' Sili<'S IlJ'IC(, 

,'\ction 7: Expancieci H.esc(lfcl) on 
Hcgulatory Reform 

Members of the partnership, including Federal, 
State, and local governments, should expand 
research efforts to: 

* Prepare model land use regulatory standards 
and housing development guidance materials 
for consideration and use by State and local 
governments. 

* Identify and analyze State and local land 
development review and approval processes 
and systems; document the length of time 
required, the causes and extent of delays that 
are commonly encountered, and the impact 
of delays on affordable homeownership; and 
develop appropriate recommendations for 
consideration by State and local governments. 



Action 8: Building Code Reform 

For more t!lall two dec21des, the Common
wCdltll of virgillia 11dS l)ccn (l ledclcr ill tile 
estClblis!lmcnt df1ci t'flforCCflWflt of l)uildillg 
code regulations. TO<i,lY ,111 170 of ttw 
Stdte's builcling ciepmtrrlents enforce tile 
Uniform Statewide l~uilciillg Code lor st,m
cimd cOllstructioll. mclinwllClflcc. ,mci fire
sClfcty regulations and procedures. Tl1is 
code provides criteria for d(~sigfl clements 
suell as energy and water conservatioll, 
retrofit requirements. production of [lWllU
factureci !lomes, and new construction 
requirements, inclu(iing conformity with 
national electrical, gas, plumbing. ancl me
chemical st'lf)CiclrC.lS. Many of tllese require
ments clirectJv affect Ilousing afforcidbility, 
s,llcty, ,mel ci(Jral>ility. . 

The partnership should work to eliminate those 
barriers in building codes and code administration 
that limit affordable homeownership. Specifically: 

* Partners should encourage and support State 
and local governments to adopt and maintain 
the latest edition of the applicable model build
ing codes promptly after publication and without 
technical amendment. State and local partners 
also should work with model building code 
organizations to improve the consistency of 
code administration and minimize potential for 
conflicting interpretations of the codes, through 
ongoing training and wide dissemination of 
code interpretations to interested parties. 

* When proposing code requirements, model 
building code organizations should explicitly 
consider the potential impacts of code changes 
on housing affordability; production cost, 
including operation costs; as well as public 
health and safety. 

* State governments should promote greater 
efficiency in the regulation of modular home 
construction by participating in interstate agree
ments that facilitate reciprocity in the regulation 
and approval of modular homes. Increasing 
single unit access to a wider range of housing 

markets will generate cost savings through 
scale economies. 

* Local governments already recognize the value 
of consistent code administration. For example, 
the city of Lancaster, California, organized a 
task force to expedite the application, review, 
and approval process for new development and 
new uses for existing development. In Hawaii, 
Maui County has established a committee to 
identify and introduce new and creative ordi
nance changes to strengthen the development 
of affordable housing. 

Expand the Supply of Starter Homes 

STRATEGY: The partnership should establish 
a National Starter Home Initiative to promote 
expanded production of starter homes for 
first-time homebuyers and encourage the pri
vate market to increase the supply of starter 
homes for al/ families who want and can afford 
to buy them. 

Issues and Impediments: The new entry-level or 
starter home is fast becoming a thing of the past. 
Construction of single-family detached homes that 
are 1,200 square feet or less has diminished 
dramatically in the past 25 years. In 1970, 36 
percent of new single-family homes were less than 
1,200 square feet; by 1992 that figure had dropped 
to 10 percent. During the same period, the median 
new home size grew from 1 ,385 square feet to 
1,920 square feet, and prices increased 
accordingly. 

Homebuyers with equity from the sale of their 
previous homes have demanded larger homes. 
First-time homebuyers who typically have little 
savings have been forced to purchase older 
homes, leaving the new home market to the 
tradeup buyers. 

New homes also include amenities that buyers 
might forgo in exchange for lower purchase prices. 
Recent studies have found that although potential 
homebuyers desire larger homes, they would 



accept an affordable home with unfinished space 
for future expansion or a smaller than typical home 
on a small lot if it is both attractive and affordable. 

In addition, housing types common at the turn 
of the century, such as two-family dwellings 
(duplexes and flats) and homes with accessory 
apartments that provide rental income to help pay 
the mortgage, are not being built today due to 
zoning restrictions, lending and appraisal guide
lines, local development standards, local govern
ment concerns regarding absentee ownership, and 
market preferences. Many of these housing alter
natives, more available in older cities, can give 
lower and moderate-income families the ability to 
become first-time homebuyers. 

Communities of "court Ilorncs," called Los 
Abanicos. located in n.ancho Santo 
Margarita. California, me a new singJe-fmn
ily housing concept of builcling innovator 
HGC. Los /\banicos mc single-family 
llomes thell offer tile privacy of mini-cul-cle
sac living. 

Tile homes are typically mrangecl in courts 
of sevell or cigllt units apiece, sepafC1ted 
by minimal side yards Clmi front SC1[)ciCks. 
Tile builders took i)ch'ctntagc of en'ry incll 
of space in figuring how to fit tllC ullits to
gether. 

Los J\tmnicos is specificcllly tailoreci for the 
first-time Ilornebuycr. Tile irltlOvCltivc all
included dPproacl1 includes every aspect of 
tile Ilornc in tlw purctlase price, 

Eight styles of floor plans arc dvaildblc, 
witll residences rongillg from 870 to I ,474 
squaw teet. III tile first 14 weeks tlmt Los 
f\t);-micos WdS Or! tile rnilfkct, it registered 
81 sales, ncmly (j sales a week, 

Whatever the causes, the trend toward building 
larger homes has pushed many first-time buyers 
out of the new home market. Removing regulatory 
barriers and taking affirmative steps to increase the 
production of smaller single-family homes and 
alternative "income generating" homes will expand 
homeownership opportunities for first-time buyers. 

• 

Action 9: Education and Outreach for Higher 
Density Home Construction 

The partnership should undertake a comprehen
sive education and outreach initiative to promote 
zoning for higher density single-family homes. 
Partners should encourage local zoning reform by 
reviewing land supply, local development regula
tions, and zoning requirements in major housing 
market areas and providing technical assistance to 
local governments. The partnership should also 
implement a program of education for land devel
opers, home builders, and mortgage lenders on the 
market potential and desirability of smaller starter 
homes. 

Action 10: Fast-Track Administrative Review 
Procedures for Starter Homes 

The partnership should develop and disseminate 
to State and local jurisdictions a model system to 
fast-track all administrative review procedures for 
homes that meet established starter home criteria. 

For example, the city of Louisville, Kentucky, has 
significantly streamlined its development process 
by consolidating all local permitting, inspection, 
licensing, and code enforcement functions and cre
ating a Red Tape Reduction Office. Developers of 
affordable housing and other projects now 
experience less paperwork, fewer delays, and virtu
ally no regulatory confusion. 

Action 1 I: Removing Barriers to Mortgage 
Financing for Starter Homes 

The partnership should review lending and 
appraisal guidelines to identify barriers to 
mortgage financing for small starter homes and 
similar arrangements that facilitate first-time 
homeownership, such as two-family homes and 
homes with accessory apartments. Steps should 
be taken to reduce or eliminate such barriers. 

Action 12: Stock plans anci Guiciance Materials 
for Starter Homes 

The partnership should build on current design 
competitions that promote homeownership by 



developing and disseminating stock plans and 
guidance materials for high-quality starter homes. 
Plans should reflect broad customer preferences at 
both the national and regional levels. 

In response to (1 cll()llengc by tl w Citizen's 
League of Grand napids. Miclligal1. to the 
Greater Grand napicls llorne Builders .\sso
ciation. local builders designee! (l prototype 
house using tllC 1,1I('st building materials 
and incorporating simple construction ,mci 
design. energy efficiency. d milinwncmcc
free exterior. expanclilbility. (lJ1(i contempo
rary styling. 

This building metllOcI clllo\\'s modest-ill
come families to achie\'(~ 110rnemvrwrsllip 
and allows for grO\vtll (lS incomes increase 
and/or families expand. Tlw l)endits of tl,is 
approach include not burcicl1illg tlK' IIOUSC

hold with a large mortgage. tlwrelJ\' en
abling them to sa\'e funds to ,)clei c.;n to tile 
house and possibly usc tllCir own skills for 
finishing work. 

Eliminate Barriers to Cost-Effective Home 
Rehabilitation 

STRATEGY: Because the older existing 
housing stock can serve as a major resource 
for affordable homeownership with renovation 
or rehabilitation, the partnership should under
take a strong effort to reduce the cost of reha
bilitation and to reduce the regulatory barriers 
to low-cost, affordable rehabilitation. 

Issues and Impediments: Many households 
that have previously been excluded from 
homeownership, including minority and lower 
income families, reside in central cities where the 
housing stock is older and opportunities for new 
construction are limited. Thus, any large effort to 
expand homeownership among these families must 
include rehabilitation of the housing stock in these 
areas. 

Home rehabilitation reflects a continuum from 
minor fixup, through remodeling and renovation, all 
the way to total "gut" rehabilitation, with each action 

• 

presenting technical and financial issues requiring 
regulatory flexibility. 

Although some communities have already 
developed flexible regulatory and administrative 
processes to accommodate home rehabilitation, 
many others have not. Given the wide range of 
conditions and choices, home rehabilitation entails 
difficult regulatory challenges. 

Tile Stdte uf ~('\\' Jers('\' is current I\' ck\'el
oping mociel Wllal)ilitclli()11 standarCis to be 
,1(Ioptce! tllrougllolll the State. Tile projcct 
will I)l' cOlllpictccl by til(' felll of 1995. The 
gO(1i of tllis effort is to crC,l1(, Cl more pre
dictCltJle dnd uilifortni\' cnlorccilble regula
tory systcm relilled to rclldiJiiitiltion. thus 
incfCilSirlg proclucti\'ity anci reclueing costs. 

In the past building codes generally required 
that when a given percentage of a structure was 
replaced, the entire building had to be brought 
up to new construction code requirements. Over 
the years improvements have been made in the 
regulatory system to accommodate home rehabili
tation. In the late 1980s HUD developed a series 
of rehabilitation guidelines to permit localities, in a 
flexible manner, to make choices and tradeoffs in 
building codes, standards, and other requirements 
and thereby make cost-effective rehabilitation 
feasible. The model building code organizations 
have also made significant strides in accommodat
ing home rehabilitation in their code structures. 

New or emerging requirements in areas such 
as lead-based paint abatement, asbestos removal, 
energy efficiency, fire safety, and protection from 
natural hazards represent further constraints to 
cost-effective home rehabilitation. Other new 
requirements involve off-street parking accommo
dations and zoning restrictions intended for new 
construction, or design rules more appropriately 
applicable to new construction. Although many 
of these requirements protect public health and 
safety, they can add to costs, deter rehabilitation, 
and inadvertently lead to abandonment or dis
investment rather than improvement of existing 
structu res, 



Moreover, developing and applying new and 
innovative products and technologies is also a 
problem in the home rehabilitation industry. Reha
bilitation contractors frequently adopt and modify 
technologies that have been developed for new 
construction and are not necessarily cost-effective 
for home rehabilitation. Furthermore, dissemination 
of information on innovative rehabilitation systems 
and technologies is largely ineffective due to the 
fragmented nature of the industry. 

Action 13: Flexible Regulations to 
Accommodate Home Rehabilitation 

The city oj SiHl Diego was able to facilitate 
the cost-effecti\'(, construction of singlf'
room occupancy (SHO) 110tels dnd thus 
fostf'r the production of affordahle housing 
hy dcti\'cly working to waive ,1 number of 
building code requirements, 

For example, prior to San Diego's SRO 
revolution, l)lJilders were required to pro
vieif' (l I: I rcltio of parking spaces to living 
units, LOCi11 officii11s realized ttlat tllis re
quirement was irrclcvcmt to SRO hotels. 
where residents arc unlikely to own cars, 
Since parking SPdCCS cost as much as 
$20.000 cach. d wiliH'r of the I: I require
ment and subsequent construction of fewer 
spc1Ces resulted in considerable savings, 

The partnership should work with model code 
groups to initiate a national effort to ensure 
that State and local building codes and related 
regulatory systems accommodate affordable home 
rehabilitation and renovation. This should include a 
comprehensive program to disseminate information 
on the latest regulatory tools as well as technical 
assistance and training on interpreting, enforcing, 
and administering the regulations. 

Action 14: Home Rehabilitation Research 

The partnership should work with the home 
remodeling and rehabilitation industry to undertake 
a research program for developing cost-effective 
rehabilitation technologies and techniques specifi-

cally focused on individual component systems of 
the home such as foundations, mechanical 
systems, and electrical systems and on the prob
lems of lead-based paint and energy efficiency. 

Action 1:>: Technical Evaluation and Guidance 
Materials for Energy Conservation 

The partnership should establish a technical 
evaluation and dissemination program and develop 
guidance materials to accelerate the adoption of 
cost-effective energy conservation technologies in 
home rehabilitation and remodeling. 

Stimulate Technological Innovation in 
Homebuilding 

STRATEGY: The partnership should lead a 
public-private effort to accelerate adoption of 
technological innovation in the homebuilding 
industry to increase the use of innovative new 
technologies and produce less costly and more 
energy- and resource-efficient new homes. 

Issues and Impediments: Technological 
innovation has been a major force in reducing 
the costs of housing construction. If today's homes 
were built with the technologies of 50 years ago, 
they would cost far more than they do. Continuing 
innovation in homebuilding technologies offers 
further opportunities to cut production costs. Inno
vative methods and materials also have great 
potential for improving energy efficiency and 
promoting the efficient use of natural resources. 
The key to success on each front is to accelerate 
the rate of adoption of technological innovations. 

Although the methods and materials used to 
build homes have evolved significantly over the 
years, technological innovation in homebuilding 
remains painfully slow. This is reflected in the 
lengthy period, sometimes as much as 40 or 50 
years, between the time when new homebuilding 
technologies become available and the time they 
become standard practice. 



Engineering analysis imci test illg Iw\'t' re
sulted in widcsprcilll iiCCC'p](HICe of [m1l1), 
changes in triiditiollCll \Villl-Irclllling tecll
niques. Many of tlK' ()VE (optimum value 
engineered) tcclllliqucs W(TC cien,lopeci 
and tested by the l'\clliolldl .\SSOCicllion oj 
Home Builders Niitioncll Hcs('(lrcll Center. 

In Valdosta, (,eorgi(l, (idlY l'vlillchew Ims 
long been il proponent of tlw ()VE Imming 
system. His detailed cust recurding system 
provided a unique t)lTilk<ioWll of wtlerc 
costs were scl\'(:'cl witll ()VL Totdl cost S(l\'
ings amounted to more ttldil S 1.200 per 
unit wIlen compared with corl\'cntionClI 
construction, 

Many factors complicate and inhibit attempts to 
accelerate the use of new technology in 
homebuilding: 

* The chain of production for housing includes 
many components, and the communication 
between different segments is frequently poor 
or nonexistent. 

* The construction process is horizontally frag
mented among multiple trade subcontractors 
whose cooperation is essential for successful 
change, but their cooperation may not be forth
coming when dealing with new technologies 
and methods. 

* The costs of changing to new technologies 
can be high, and obtaining sound technical 
information to permit intelligent decisions about 
the use of new technologies can be very 
expensive. 

* New technologies often enter the market at 
higher prices than those of their competitors, 
even though they can offer substantial cost 
savings compared to the technologies they 
replace. 

* Manufacturers and homebuilders can impede 
the processes of new product evaluations for 
code approval. 

* Despite their long-term savings potential, 
innovative technologies often increase the 
immediate cost of construction, particularly for 
low- and moderate-priced homes. 

* Homebuilders are reluctant to modify traditional 
methods and materials due to concerns about 
market acceptance, the risks of product failure, 
and fear of exposure to potential future legal 
liability from purchasers or subsequent owners. 

The action items described below address each of 
the principal barriers to more rapid adoption and 
greater use of technologically innovative products 
and processes in homebuilding. 

Action 16: Affordable Home Teci1nology 
Program 

The partnership should initiate a National 
Affordable Home Technology Program to show 
how innovative construction methods, materials, 
products, and development practices can help 
build affordable and energy-efficient homes and 
subdivisions. The partners should have under 
construction at least 10 subdivisions demonstrating 
innovative technologies and land development 
techniques. 

Action 17: Information, Training, and 
Technical Assistance for Innovative 
Technologies 

Members of the partnership should undertake an 
effort to raise awareness about how technological 
innovation can promote affordable homeownership. 
For example, members might sponsor a national 
program of training and technical assistance to 
the homebuilding industry designed to reduce 
builder costs of adopting innovative technologies. In 
addition, the partners should share technical 
and marketing experiences through seminars, 
workshops, exhibits, demonstrations, and newslet
ters to communicate the message that by increas
ing housing industry productivity, technological 
innovation can increase the affordability, quality, 
and energy efficiency of new homes. 



,\ctiOI1 1 H: ;\ffordablc Horne Design cmd 
Construction Awmds 

1 1<1/ )it<1t lor JllIlll,mity is planning to build 
,l ~()(}-llilil ilftordClblc-llousing CiCH'lopmcnt 
itl I Iclfl1CStCilci, Floridn, witll ti1e <1ctiyc par
tlcip<1lioll oill1c steel industry. /\11 of the 
1]( lIl1(,S will be /)uilt out of steel tr<1ming 
'.t()! lilted!>\, tl1(' steel industry. 

1{('S('iHCll on stccliriuning Iws been a co
()[lC'r<1tin' ('Itort of tilt' :,,\ationill :\ssociation 
or Iloll1c Builders, tlK' /\mcrican Iron and 
S1('('/ InstitulC. ,mel JILD. Lmicr tllis project. 
il will Ill' possilJle for III '1) 10 stC1tion re
s('iHclwrs (1t tlK' Homestead site during the 
tr(lI11ill,~ ,mci finislling stClgCS. 

(lllSI'r\,l1ions willlJe n1cKic on practical 
illSt, dldl ion Ilrobletns encountered during 
II j(' <Jc\clojlrlK'JlI process. Tile lIomestead 
sill' will pro\'ltiC ,H) opportunity to create a 
li\illg 1,1l)()ri1tory to create impro\'ed con
S1l'l1('1 i()11 dfici('IlCY, resulting in lower instal
l,lIil )11 C()sts. 

The partnership should sponsor annual partnership 
awards to recognize exemplary achievements in 
the design and construction of both subsidized and 
market-rate affordable and/or lower cost homes, 
This program will provide the foundation for an 
outreach program in which recipients of awards will 
participate in a series of benchmark seminars and 
workshops to educate builders about exemplary 
techniques of design and construction. 

Action 19: Stock Plans for Building Affordable 
IIOIlH'S 

The partnership should explore the feasibility of 
developing and disseminating a series of stock 
affordable housing plans for use by the building 
industry. The designs would emphasize quality 
high-density homes that are easy to construct and 
would identify opportunities for incorporating new 
technologies. 

Frost-protected shallow toundCHions nrc 
foundations for slab-on-gfClde construction, 
a practical altcrnati\'c in regions where 
more costly deep-founclntion construction 
methods nre used, 

Stemwall foundations bCilr directlv on the 
soil witll0ut tlK' need for (l sepcunie spread 
footing. This type of foundation can reduce 
housing construction costs by eliminating 
the need for separate sprcaci footings, 
thereby reducing lat)or ami material costs. 

Materials thnt can serve nS an al1ernntive to 
lumber or plywood, SUCll as engincered 
wood prociucts, ligllt-gnUgc structural steeL 
nnd concrete systems represent a new 
class of structufCll products that 11<1Y(, 
e\'oJ\'cd O\'cr ttl(' last two decades. 

Action 20: Enhanceci Homebuilding Product 
Evaluation 

To accelerate the introduction of new products and 
promote their broad acceptance, the partnership 
should undertake an effort to improve the product 
evaluation process. Efforts should include: 
(1) accelerating the development of a nationally 
recognized, comprehensive evaluation process 
with evaluation criteria for different classes of prod
ucts based on objective technical research, and 
(2) working with product evaluation service repre
sentatives, new home warranty providers, property 
insurers, and homebuilders to link product approval 
to coverage under new home warranties or other 
insurance arrangements. 

Action 21: HUD Techniccll Evaluations of 
Homcl)uilding Products 

HUD should review the scope, procedures, and use 
of the current HUD Technical Suitability of Products 
program and its Ex-Tech 233 program. HUD also 
should develop a plan to expand and promote 
broader recognition of the program to 
alleviate concerns about product liability. 



By promoting the use of new or improved building 
products that are technically suitable for HUD 
housing programs, the Technical Suitability of Prod
ucts program serves as a quasi-official product 
evaluation system. However, inadequate staffing 
and constrained financial resources limit the num
ber of new products approved each year. 

HUD's Ex-Tech 233 program provides FHA 
mortgage insurance for environmental technologies 
and protection for lenders if experimental technolo
gies fail. However, this program is rarely used. 
HUD should work in cooperation with the 
homebuilding industry to make the Ex-Tech 233 
program more applicable to current needs. Revi
sions should include streamlining paperwork 
requirements and integrating the program with the 
current FHA minimum property standards and 
mortgage insurance procedures. HUD also should 
develop and implement a method for extending 
coverage of the program beyond FHA-financed 
homes. 

Action 22: Research on Technological 
Innovation for Affordable Homes 

The partnership should develop a public-private 
housing research agenda for guiding both private 
and public research efforts to develop new tech
nologies for affordable, energy-efficient, resource
efficient housing. Partners also should develop a 
private-public funding mechanism to support con
tinuing dialogue through periodic roundtables, 
conferences, and workshops involving government 
agencies, manufacturers, engineers, architects, 
academics, homebuilders, and others to identify 
research needs and priorities. 

Eliminate Regulatory and Financing Barriers 
to the Availability of Manufactured Housing 

STRATEGY: The partnership should initiate 
a series of major regulatory, administrative, 
legislative, research, and educational initiatives 
to eliminate barriers to the availability of 

quality, affordable manufactured housing and to 
its acceptance among State and local regula
tory agencies and financing entities. 

Issues and Impediments: Manufactured housing 
is a major source of affordable housing, especially 
for many lower and moderate-income families 
living in rural and suburban areas. In 1994 over 
300,000 manufactured homes-one out of every 
five single-family homes built-were added to the 
national housing stock. 

Most purchasers of manufactured homes who 
would not otherwise be able to purchase a 
home express satisfaction with their home. Yet, 
prospective homebuyers face Federal, State, and 
local regulatory, as well as financing, barriers. 
Some of these barriers stem, in part, from the 
public's perception of the quality, safety, and dura
bility of manufactured housing. 

There is general support among the homebuilding 
industry, consumer groups, and government regu
lators that the following initiatives will increase the 
availability of manufactured housing: 

* Continuation of a Federal preemptive building 
code and a uniform enforcement system to 
facilitate interstate commerce and ensure 
affordability. 

* Fair and timely administration of construction 
standards. 

* Strong Federal-State regulatory cooperation. 

* Establishment and enforcement of State 
installation standards and other appropriate 
regulatory programs. 

* Effective, market-driven consumer warranties. 

* Access to the full range of housing finance 
resources. 

Manufactured housing has a unique status-it is 
the only housing built under a Federal preemptive 
code. As such it is the only form of housing in 



which the Federal Government, working in coop
eration with private industry and State and local 
governments, plays the leading role in the con
struction process. The performance nature of the 
HUD code, with emphasis on value engineering 
and uniform enforcement, has allowed a range of 
technological innovations in the use of materials 
and procedures. 

Nonll Carolirkl 11,1S OIl(' of the most cornpre
Ilensivc C1nd succC'ssful St,lte progrilllis for 
rnanufacturcclllOllsing ill til(' []il1iull. h,{'\' 

elenwnts of tile progrcun include: 

Consllmer Cornpl<lint Trdd;:ing-St,ltf I JrO
cess and hcmdlc cornplClints. 

Training in Home SCtllP ,mci ,\llcl1oring
The State trains ciealers (mci sets up COIll
panics on proper tecl miqu{'s for instdllillg 
ami handling. 

Setup Standards-TIl(' St,l1C will ]lui Jlisl 1 ,I 
manual on generic st'tup requircIllents for 
all mc1nufacturccl 110llleS. 

Tic-Down Hcqllircl1lCllIS-0:Clrtll (:ilrolill<l 
has required tic clown of idl m,1I1ufilctllW(j 
and mobile 110mcs since I <l70. 

Third-Party SystCI1l-, \ tllird-party iJ lSP{'C
tion agency Ilib heet! usee! since I ~)7() t() 
enforce Stille restrictions illld rclicerlsing 
requirements. 

warranty Progral1l-~( Jrtl 1 (:molill,l requires 
a 12-montll Wilrr,mty on <111 ncw 110J1WS tor 
"substantic)J" detects til,)t (lftcct tll(, [wrtor
rnancc of tile 110rllt'. 

Liccnsing-Milflllfi:lcturt'rs. setup C<HllP,1-
nics. cicC1lcrs. imel sales pers()lls illl must 
be licensed by S1i1te clgencies. 

For a number of reasons-legal considerations of 
property title and taxation, sales and distribution 
systems, zoning and land-use patterns, and family 
income-most manufactured homes are owned as 
personal property rather than as real estate. Such 
ownership requires that these homes be financed 
with consumer loans rather than with conventional 
home mortgages. Homebuyers who wish to locate 

their manufactured homes on land they own or are 
purchasing deserve access to mortgage financing. 
There now are barriers to placing a mortgage on 
a property that includes a manufactured home. 
Manufactured home financing has evolved along 
a separate path from other single-family home 
financing. As a result, communication between 
traditional mortgage lenders and the manufactured 
housing industry has been somewhat limited. 
Because the demand for locating and financing 
manufactured homes as real estate is growing, the 
partnership should work to break down the barriers 
to mortgage finanCing so that purchasers of manu
factured homes are not unfairly denied access. 

Similarly, many urban and suburban communities 
limit the availability of manufactured homes 
through regulatory and zoning practices. As a 
result, manufactured housing has evolved as a 
primarily rural form. Under many local zoning- and 
ordinance-related development controls, such 
housing is either completely excluded because it 
is not considered a single-family dwelling, or it is 
relegated solely to manufactured home parks. 

Action 23: Regulatory Review of 
:\1anufactured Homes 

HUD should work in cooperation with State and 
local governments, private industry, and consumers 
to review and update its current system of regUlat
ing manufactured housing. This effort should in
clude, but not be limited to: 

* Adopting a consensus-based process and 
streamlined procedures to promote timely 
updates and the development of standards to 
ensure that manufactured housing is both a safe 
and affordable form of housing. 

* Reviewing the current private inspection system 
to ensure effective inspections. 

* Promoting the availability of consumer protec
tion that is equal to or broader than protection 
for other forms of single-family residences. 



Action 24: State Participation in Manufactured 
Homes 

California has led ale way in tl1e use of 
mc1flufactureci l10rnes in traditional subdivi
sions. i\S (1 result of State legislation permit
ting !-IUD-code homes to be developed in 
single-family neighborl1oods, there has 
been greclter public acceptance ot manu
factured housing. 

For example. using local redevelopment 
funds. trle Poway Hcdevelopment /\gency' 
in Poway. California. developed the Haley 
Ranch Est(1tes. The Haley Ranch Estates 
consist of (:is rental units starting at $250 a 
month. Wl1ich is well within reach of fami
lies earning low and moderate incomes. 

The partnership should improve and strengthen 
the role of State governments in manufactured 
housing. For example, partners should encourage 
more States to assume regulatory responsibilities, 
develop appropriate installation standards and in
spection procedures, and evaluate the adequacy 
of consumer protection programs. 

Action 25: Cooperativc Rescarch for 
Manufactured Hornes 

The partnership should initiate cooperative re
search and demonstration efforts to accelerate the 
development of technologies for manufactured 
housing. Specifically, HUD and the manufactured 
home industry should: 

* Evaluate new technologies for potential use in 
the next generation of manufactured homes to 
achieve efficiency, affordability, quality, and 
durability. 

* Initiate cooperative research efforts to develop 
cost-effective and safe installation technologies 
to obtain private financing. 

* Initiate education and dissemination efforts to 
accelerate research into innovative, efficient, 
and effective construction practices. 

Action 2G: :Vlanllfclcturcd Home Industry 
Initiatives 

The partnership should determine the feasibility 
of establishing programs to improve nationwide 
installation standards and enforcement and gener
ate an industrywide consensus on warranties that 
offer consumers comprehensive coverage on both 
the manufactured home and its installation. Work
ing together, home manufacturers, retailers, and 
other industry segments should: 

* Provide technical assistance to State govern
ments and encourage them to establish installa
tion standards and corresponding enforcement 
programs. 

* Identify and promote voluntary industry guide
lines for market-driven warranties offering 
consumers comprehensive coverage of 
manufactured homes that includes installation. 

Action 27: Zoning and Land Dcvelopment 
Reform for :\lcll1l1factllrcd Homes 

The partnership should identify and promote 
zoning and land development policies that are 
more conducive to manufactured housing. As part 
of this initiative, partners should develop model 
legislation for States and localities to adopt that 
prohibits exclusion of manufactured housing solely 
on the basis of HUD certification. The partners also 
should produce design and land development 
criteria and guidance materials for use by housing 
developers and local governments, to facilitate 
inclusion of manufactured housing in their jurisdic
tions. To supplement these efforts, the partnership 
should offer a cooperative program of education 
and technical assistance to encourage nationwide 
acceptance of the model legislation within 6 years. 

Action 2R: Access to Financing for 
:\lanllfactllrcci Homes 

The partnership should undertake a comprehen
sive program to expand the availability of financing 
for purchasers of manufactured homes who wish to 
own their homes. This program should include: 



* An improved and simplified FHA financing 
program to replace the existing FHA Title I home 
modernization program. 

* Simplification of the FHA 203(b) program for 
manufactured housing. 

* Provision for adequate loans to cover 
installation of manufactured homes. 

* Review of the technical criteria for acceptable 
manufactured home installation standards. 

* Review of the appraisal guidelines of 
manufactured homes. 

* Education and marketing on the availability of 
mortgage financing for manufactured homes. 



CHAPTER FOUR 

FINANCING 

OVERVIEW 
The cost, terms, and availability of mortgage 
financing are of critical importance to the level of 
homeownership. Indeed, the substantial rise in 
homeownership rates after World War II can be 
traced not only to increasing prosperity, but also 
to the widespread availability of long-term, low
downpayment, fully amortizing first mortgage 
loans. 

America's current mortgage finance system 
usually provides a steady and reliable source 
of market-rate mortgage money, but the transaction 
costs linked to home purchase and financing 
remain stubbornly high. In addition, the current 
housing finance system does not adequately serve 
all financing needs, especially those characteristic 
of older, urban neighborhoods, certain rural 
communities, and low-income borrowers. 

There is widespread expectation that the mortgage 
finance system, and indeed the housing system 
generally, is on the verge of a period of dramatic 
change stemming from industry consolidation, 
redesigned processes, and the application of 
automation. It is vital that this change in the mort
gage finance system be guided by a commitment 
to increase opportunities for homeownership for 
more families, particularly for low- and moderate
income and minority families, and to increase the 
national homeownership rate to an all-time high. 

For many potential homebuyers, the lack of cash 
available to accumulate the required down payment 
and closing costs is the major impediment to pur
chasing a home. Other households do not have 
sufficient available income to make the monthly 
payments on mortgages financed at market inter
est rates for standard loan terms. Financing strate
gies, fueled by the creativity and resources of the 

private and public sectors, should address both of 
these financial barriers to homeownership. 

The current housing finance system includes a 
large number of participants: secondary market 
entities, government and conventional lenders and 
insurers, for-profit and not-for-profit enterprises, 
firms with national scope and those with local ex
pertise. Each of these has a contribution to make, 
and progress requires both appropriate competition 
and cooperation among these participants. What 
these participants share is a commitment to ex
tending the benefits of homeownership. 

KEY PRINCIPLES 
The strategies and actions in this chapter reflect 
the following principles: 

* No single financing strategy will suffice to 
increase homeownership rates; the variety in 
housing markets, homebuyer needs, and prop
erty characteristics will necessitate multiple 
answers to financing issues. 

* Competition among housing and mortgage 
industry participants is a driving force in reduc
ing financing costs, but competition increasingly 
must be supplemented with cooperation and 
collaboration to share ideas and leverage 
resources. 

* Changes in lending processes designed to 
reduce financing costs must not compromise 
consumer or investor protections. 

* The housing finance system must effectively 
combine national and international capital 
markets with local housing expertise. 

* Progress in reducing financing costs and 
increasing the availability of financing must 



benefit underserved populations, reach 
diverse property types, and help strengthen 
communities. 

* New information technologies are creating 
opportunities to reduce costs by reengineering 
both the mortgage process and the real estate 
sales process. Whenever possible, savings 
should be passed on to consumers through an 
open, competitive marketplace. 

STRATEGIES 
The financing recommendations contained in this 
chapter are reflected in 23 actions that support 
three primary strategies. These strategies are 
based on the following subjects: 

1. Cut transaction costs. 

2. Reduce down payment and mortgage costs. 

3. Increase availability of financing. 

Cut Transaction Costs 

STRATEGY: The partnership should support 
analysis, publication of information, and educa
tion regarding the transaction costs associated 
with homeownership and should support ef
forts to reduce these costs by retooling the 
mortgage loan borrowing process. 

Issues and Impediments: Transaction costs cover 
the professional and technical services necessary 
to complete the purchase of a home. These costs 
can vary widely among lenders, governmental ju
risdictions, and service providers-even within geo
graphic locations. Professional and technical ser
vice costs may include fees for the home purchase, 
attorneys, property appraisals, title review and in
surance, loan processing, loan document prepara
tion, and credit reports. The cost of these services 
is largely paid, directly or indirectly, by the 
homebuyer. 

Transaction costs can add significantly to the 
upfront cash needed to purchase a home. 
Moreover, the home purchase process does not 
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contain adequate consumer education and coun
seling to encourage comparison shopping for 
professional and technical services, identify less 
expensive sources for these services, and reduce 
transaction costs for the homebuyer. Also, purchase 
of home transaction closing services typically is 
undertaken by each individual household, 
precluding cost savings that might accrue from 
volume purchase of such services. For example, 
negotiating discounts for bulk purchase of title 
insurance and property appraisals is not a general 
practice. 

Finally, homebuyers often are unaware, particularly 
at the early stages of the homebuying process, of 
the total cash required for the transaction. They 
tend to focus primarily on down payment needs and 
can become disillusioned when they realize that the 
accompanying closing costs can add thousands of 
dollars to their upfront cash needs. 

Action 29: ;\lternativc Approaches to 
Homcl)llying Transactions 

The partnership should explore alternative 
methods of processing title insurance, appraisals 
and legal services, to reduce transaction costs 
for the homebuyer without increasing risk to the 
mortgagee or investor. For example, lenders and 
secondary market investors are increasingly looking 
at ways to lower appraisal costs by applying sophis
ticated decision models to their property 
databases. To explore such alternatives properly, 
the partnership should also directly involve 
representatives of the appraisal and title insurance 
industries. 

Action 30: Technological Improvements in 
Mortgage Financing 

The partnership should initiate industry efforts 
to develop and use technological and legal 
infrastructure to streamline and automate origina
tion processes. These efforts include electronic 
data interchange, a whole loan-book entry system, 
electronic repositories for property transaction 
information, and other efforts to reduce the costly, 
paper intensive, and often duplicative processes 
currently associated with mortgage loan origination . 



Technological advances in recent years designed 
to automate and streamline loan underwriting can 
dramatically reengineer the mortgage loan borrow
ing process. Yet, many lenders are not taking suffi
cient advantage of computerized loan origination 
systems to lower costs. 

For example, use of automated underwriting 
services, such as Freddie Mac's new Loan Pros
pector and Fannie Mae's new Desktop Underwriter, 
can result in significant loan processing improve
ments. Such improvements include reductions of 
up to 20 to 30 days in underwriting and processing 
time, faster loan settlements, less paperwork, 
greater lender assurances of loan acceptability by 
the secondary market purchaser, and a less intru
sive loan application process. Automation improve
ments are likely to reduce processing costs to 
lenders by more than 20 percent. 

Freddie Mac's LO<Jn Pruspector is [wing 
tested by selectee! Icnders f)il1io!1\vidc. 
Investors Lending, Inc., in Fresf)(), C:illifm
nia. has used tt1is ncw underwriting S\'stCfl) 
to reduce paperwork anci speed IOim pro
cessing. Investors Lending is (1)lc to filX 
applications to Freddie :Vle1(' ,me! fl tlld IOiHls 
in as little as 8 days. 

Secondary market investors are also automating 
the process for purchasing mortgages from origi
nating lenders. Freddie Mac, for example, offers 
an electronic mortgage information network that 
can connect the lender with information regarding 
current loan pricing and commitments, as well as 
such third-party services as homeowners insur
ance and credit bureaus. 

Action 3 I: Lender Processing Time 
Reductions 

Members of the partnership, including organiza
tions representing home mortgage lenders, ap
praisers, secondary market investors, and govern
ment agencies involved in lending, should design 
procedural and technological improvements to 
measurably reduce processing times. 

Historically the mortgage loan process has taken 
30 to 60 days from application receipt to loan 
approval. The system is dependent upon timely 
receipt of income, employment, credit, and down
payment verifications; property value determina
tions; and other loan requirements. For the lender 
loan processing can be time consuming and staff 
intensive. For the consumer long loan processing 
intervals can cause uncertainty and risk associated 
with fluctuations in interest rates, Shortening the 
processing time from application to closing will re
duce hedging costs for secondary market partici
pants and funding uncertainty for portfolio lenders. 
Long processing timeframes inevitably add to the 
costs of obtaining a mortgage for the homebuyer. 

For its part FHA should continue to streamline its 
single-family home mortgage insurance program by 
emphasizing product competitiveness and incorpo
rating operational changes that reduce processing 
times. Shorter loan-processing times can lower 
costs generally borne by home purchasers. 

Action 32: Standdrdize HOlllebuying 
Settlement Procedures 

The partnership should support standardization 
of settlement closing instructions. This standardiza
tion can eliminate much confusion, delay, and 
expense in communication between settlement 
agents and lenders, which should benefit 
homeowners. 

Under the current system, every lender communi
cates unique requirements, forms, certifications, 
funds, handling mandates, and other documenta
tion needs through closing instruction letters. Each 
of these letters addresses the same sets of topics, 
but in its own unique format and language. If such 
letters were standardized in format and language, 
settlement agents could more efficiently and effec
tively find and understand the information most 
pertinent to each aspect of the home purchase 
transaction. 



Action 33: Bulk Purcl1(lse of Homcbuying 
Settlement Services 

HeMax Beach Cities (nBC) in [{ccloncio 
Beacrl, Ci'llifornic1, 11ClS negotiateci \'Olllrne 
discounts ,vitll sf"'crcl1 IOCill cmploycrs in 
exchange for cmplovcc retcIT<lls, IU3C works 
with its subsiciiclrics, COclStcll Finc1t]cial :'vlort
gage, Beach Cities Escrow, cmci First ,\rncri
can Title Compitny of Los ,\Ilgclcs to pro
vide a 2::>-pcrccnt ciiscount on rCcll estclle 
sales commissions, st,mciimi escrow fees, 
anci stanciarci title tecs, H[~C dlso (iiscounts 
loan origination fees t)\' 112 pnccnt. 

RBC'S program works lor clll im'ol\'eci: cm
ployers provicie a bcndit to Cfllplo\'ccs at no 
cost to tile COmpi)fl\', cmplm('cs r('('eke il 
total wciuction in fcC's of C1pproxirnc\lcl\' I 
perccnt of tt1C 110nlc purC11,lSC prict', i~ncl 
RBC increases its \'Olllrnc 01 l)llSil1('SS, [n tt1e 
4 112 years tllat lU3C IldS I )('('11 working witll 
TRW Space and Eicctrlmics Ui\'ision, it 11,lS 
provided ne2lfl\' $4 million in ciiscounts to 
TRV\, emplo'v'ees, 

While remaining mindful of the Federal Govern
ment's Real Estate Settlement Procedures Act 
(RESPA) regulations, the partnership should 
investigate the feasibility of bulk purchase of 
settlement services such as title insurance, 
appraisals, and legal work to reduce acquisition 
costs for homebuyers. 

Purchasing any good or service on a volume basis 
typically results in a lower per-unit cost. Bulk pur
chase of settlement services might be coordinated 
by employers, labor unions, nonprofit housing 
developers, neighborhood associations, or other 
groups with an interest in promoting homeownership 
for particular households and properties. 

Action 34: Local Government Development 
Fees and Homcownersl1ip Trust Funds 

The partnership should encourage State and local 
governments to develop affordable housing trust 
funds using dedicated revenue sources. These 
trust funds would be specifically for affordable 
homeownership purposes. The partnership should 
also encourage State and local governments to 

• 

waive or reduce development fees on homes 
purchased in certain neighborhoods or by 
underserved populations. 

[n CJrccnsboro, :'\Clft11 Carolina, one penny 
of tilt' cit\"s Cl(j \'cllorcrn tclX is allocated to 
tllC Grccnst)(lro I [OUSillg Partnersllip Trust 
Fund for tile exclusive use of affordable 
[lollsing initiilli\'f'S, [n ::> years, ttle onc
penny tClx 11C1S gCflcfCltC'ej over $4.5 million 
Clild llas beef) used to IC\,(~fClge $37 million, 
The trust funci tk1S heen invested in new or 
rel1ai1ilit2ltccl housing for residents earning 
30-50 percem of tlw area's median income, 

Reduce Downpayment and Mortgage Costs 

STRATEGY: The partnership should support 
initiatives to reduce downpayment require
ments, to encourage savings for down
payments by first-time homebuyers, and to 
reform the basic contract between borrowers 
and lenders to reduce interest costs. 

Issues and Impediments: Low- and moderate
income families often cannot become homeowners 
because they are unable to come up with the re
quired down payment and closing costs. In many 
instances, these prospective first-time homebuyers 
find that developing the proper savings patterns to 
accumulate sufficient cash for the down payment is 
difficult. 

In addition, the amount of money necessary for a 
down payment continues to vary greatly from lender 
to lender based on many factors, including lender 
criteria, secondary market investor requirements, 
and mortgage insurer guidelines. Although the 
variety in loan products available to the borrower is 
commendable, it can prove confusing to a first-time 
homebuyer. Also, some lenders are not flexible 
about other forms of down payment assistance 
such as public subsidies or unsecured loans that 
might supplement the homebuyer's savings. Never
theless, great strides have been made by the lend
ing community in recent years to reduce 
down payment requirements, particularly for 



low- and moderate-income homebuyers. This 
trend is encouraging and should be continued with 
support from the partnership. 

The monthly costs associated with owning a 
home also remain an obstacle for many potential 
homebuyers. The most significant monthly housing 
cost for most new homeowners is the monthly 
mortgage cost. The mortgage loan factor that 
most dramatically affects long-term mortgage 
affordability is the interest rate charged to the 
borrower. When mortgage rates are high, many 
households are precluded, at least for a while, 
from the opportunity to own a home. 

Low mortgage interest rates sustained over an 
extended period of time can have a compelling, 
beneficial impact on mortgage affordability and 
the rate of homeownership in America. Although 
interest costs are largely a function of external 
economic factors that cannot be controlled by 
members of the partnership, to a lesser extent 
mortgage interest rates also are affected by factors 
such as the likelihood of mortgage prepayment 
by the homeowner, loan assumability by future 
homebuyers, mortgage insurance, loan risk, and 
other elements. 

Action 35: Home :\1ortgagc Loan-to-Value 
Flexibility 

Lending institutions, secondary market investors, 
mortgage insurers, and other members of the 
partnership should work collaboratively to reduce 
homebuyer down payment requirements. Mortgage 
financing with high loan-to-value ratios should gen
erally be associated with enhanced homebuyer 
counseling and, where available, supplemental 
sources of down payment assistance. 

The amount of borrower equity is an important 
factor in assessing mortgage loan quality. However, 
many low-income families do not have access to 
sufficient funds for a down payment. While mem
bers of the partnership have already made signifi
cant strides in reducing this barrier to home pur
chase, more must be done. In 1989 only 7 
percent of home mortgages were made with less 

• 

than 10 percent down payment. By August 1994, 
low down payment mortgage loans had increased 
to 29 percent. 

The New Jerscy Housing (lnd Mortgage 
Finance Agency administers its no
downpayment 100 Percent Mortgage 
Financing Program to encourage 
homeownership among lower income 
households. In 199352 percent of the 
f1Ousehoids using the program were single
parent families. ancl 73 percent were minor
ity households. 

* Many local lending institutions in recent years 
have developed innovative low-down payment 
programs for first-time homebuyers. 

* Private mortgage insurers generally provide 
coverage up to 95 percent of home value, and in 
some instances even higher loan-to-value ratios 
are permitted. 

* Fannie Mae and Freddie Mac have instituted 
affordable loan products for home purchase 
that require only 3 percent from the purchaser 
when an additional 2 percent is available 
from other funding sources, including gifts, 
unsecured loans, and government aid. In 
addition, Fannie Mae recently announced a 
97-percent first mortgage requiring only a 
3-percent down payment. 

* The Federal Government offers assistance to 
help homebuyers obtain very low downpayment 
mortgages. FHA mortgage insurance facilitates 
the purchase of homes with downpayments of 
less than 3 percent, and VA provides guaran
tees for no-downpayment mortgage loans to 
qualified households. 

* State and local housing finance agencies offer 
taxable and tax-exempt mortgage financing 
products with competitive rates and flexible 
loan-to-value requirements. 

As members of the partnership explore creative 
means of providing low-down payment financing to 
potential homebuyers, a concerted effort should be 



made to share success stories and to learn what 
set of factors generates high loan volume and solid 
payment histories. 

Action 3G: Subsidies to Reduce 
Oownpaymcnt and :\1ortgage Costs 

The partnership should support continued Federal 
and State funding of targeted homeownership 
subsidies for households that would not otherwise 
be able to purchase homes. 

Notwithstanding the growing number of high 
loan-to-value mortgage products available today, 
many households, particularly low- and moderate
income families, will need subsidies to supplement 
down payment and closing funds or to reduce the 
monthly obligation on a home purchase mortgage. 
Subsidy funding can be provided by many sources, 
including State and local governments, founda
tions, private sector donations, religious organiza
tions, employers, and others. Historically, the 
Federal Government, through HUD, has been 
the most prominent provider of subsidies for this 
purpose. 

TIle West virgifli<:1 Housing DC\'l~loprn('rl1 
Fund uses I lOME progrmn funds to pnwi<ic 
2()-yem, fixecl-rCltc 10eHis witll d :1 rwrccnt 
interest rate to Ilelp \'erv low-income 1,1n1i
lies build Clnd purellClse tlwir I )(lfn('s. 01 till' 
fmnilies aSSisted, 9::> percent Il,l\'(' incomes 
below 30 percent of ttlC <1l"('el n1erii(1[1. ,\s Cl 

result of tlK' additioni11 11011sing lInits crc
ateel uncier this progrcHn, ,1 new telX base is 
being estal)lislwci ,mci jobs me being cre
ated. 

Federal sources of subsidy dollars for home
ownership should be made as flexible as possible. 
As HUD moves to a block grant performance
based approach to fund affordable housing needs 
at the State and local level, it is important that 
maximum discretion be provided to State and local 
agencies and that a process is established to en
sure that the successes achieved through HUD's 
Community Development Block Grants (CDBG), 
the HOME program, and the HOPE 3 program are 
not lost in the HUD transition. 

State governments, operating through community 
development and housing finance agencies, will 
continue to be very important funding sources for 
homeownership subsidies. State affordable hous
ing trust funds, mortgage revenue bonds, and 
mortgage credit certificate programs should con
tinue to help address homeownership needs, 
particularly as Federal housing and community 
development funding discretion increases. State 
agencies should be encouraged to ensure that 
sufficient funding is set aside from their overall 
budget resources for low-income homeownership 
down payment and mortgage subsidies. 

Action :H: IRAs and 401 (k)s for 
~jomcowncrsl1ip o()wnpayments 

The partnership should support legislation that 
removes negative tax consequences for early 
withdrawal of money from tax-deferred individual 
retirement accounts when the money is used for 
down payment assistance by first-time homebuyers. 
The legislation also should permit the so-called 
"back-end account" of non-tax-deductible contribu
tions, which would allow taxpayers to withdraw 
funds for a first-time home purchase after 5 years 
without penalty or taxes on earnings. HUD analysis 
indicates that at least 600,000 households in the 
next 5 years would benefit from withdrawing funds 
from their retirement accounts for a first-time 
down payment option. 

Members of the partnership also should identify 
existing household assets that may be converted to 
downpayment assistance, subject to income tax 
and other considerations. For example, many 
households now participate in tax-advantaged sav
ings vehicles (such as 401 (k) plans), which histori
cally have not been available for down payment on 
a home. 

Action 38: Savings Plans for Homcownership 

The partnership should identify and promote 
effective methods of saving for homeownership. 
Such methods may include use of household 
homeownership accounts and savings clubs, 
whereby savings are dedicated specifically for 



down payments and closing costs. The family 
budgeting discipline from these programs can 
also improve the potential for stretching mortgage 
loan underwriting ratios. Members of the partner
ship also should support homeownership education 
and counseling efforts that assist households to 
save for home purchase. 

The Federal Home Loan Bank of New York 
has used its Affordable Housing Program 
(AHP) to assist lower income first-time 
homebuyers through the First Home Club 
program. Eligible families open a First 
Home Club savings account at a local 
financial institution and systematically 
deposit funds to cover downpayment 
costs and closing fees. Upon completion 
of a required homeownership counseling 
course, a family's savings are matched on a 
3-to-1 basis, up to a maximum of $5,000, 
with funds from the AHP. 

Saving for a down payment represents a significant 
challenge for a large number of households. Many 
households pay so much for rental housing and 
other existing monthly obligations that accruing 
adequate funds for the down payment and closing 
costs has not been feasible. 

Homeward Bound, Inc., of Phoenix. Ari
zona, operates a lease-purchase program 
for formerly homeless families. Unlike tradi
tionallease-purchase programs, Homeward 
Bound does not collect rent and hold it in 
escrow for future home purchase. Rather, 
residents pay minimal rent (enough to 
cover taxes. insurance, and administrative 
costs) and work closely with a case man
ager to develop their own savings plan. 
Residents must resolve personal debt and 
acquire savings for a downpayment within 
2 years. This method of savings is a 
greater challenge to residents-building 
long-term responsibility and teaching self
sufficiency. In its first 2 years, Homeward 
Bound has helped 28 families to purchase 
homes. 

Examples of homeownership accounts might 
include: 

* Lease-purchase programs where a portion of 
the household's rent payment accrues toward 
the down payment. 

* Employer-assisted homebuyer savings plans, 
sometimes including incentive-based employer 
contributions or loan features using pre-tax 
savings. 

* Lender-initiated savings plans, whereby the 
lender provides enhanced savings rates or pre
ferred customer mortgage terms to encourage 
homeownership. 

* Formal and informal "homebuyers clubs," which 
generate savings through the reinforcement of 
group participation. 

* Nontraditional savings such as the "sou-sou" 
approach, whereby individual households 
contribute a fixed amount of money periodically 
to a third party, who holds the funds and 
distributes the money to members of the group 
on a rotation basis. Depository institutions 
should consider how they can add certainty to 
these revolving funds without undermining the 
group savings incentive. 

Action 39: Mortgage Options and Homebuyer 
Education 

The partnership should consider methods of 
itemizing the cost of mortgage terms to help the 
homebuyer weigh mortgage options and their 
associated costs. Furthermore, any options in the 
terms of the mortgage contract ought to be clearly 
disclosed to consumers to encourage the best 
choice. 

In today's mortgage market, the costs of mortgage 
money reflects a sophisticated, capital markets 
valuation, based on the terms of the contract 
between borrower and lender. The interest rate 
charged to the homebuyer will directly reflect the 



terms such as loan assumability and the right of 
prepayment. Most prospective home purchasers do 
not realize that the inclusion or exclusion of such 
loan conditions can affect the interest rate on their 
mortgage. 

Action 40: Home :\1ortgage roreclosure 
Requirements 

The partnership should analyze existing State 
foreclosure laws and support future efforts to 
implement streamlined foreclosure procedures 
that are more consistent from State to State. 

The cost of mortgage money reflects, in part, the 
investor's estimate of credit costs. These credit 
costs are, in turn, affected by State laws concern
ing foreclosure. State laws vary considerably in 
the rights and obligations of the lender and the 
homeowner in the foreclosure process. Notwith
standing the benefits of establishing a more 
systematic foreclosure process, no such changes 
should be supported by the partnership if the 
rights and interests of the homeowner are unduly 
jeopardized. 

Increase Availability of Financing 

STRATEGY: There is a vital need to increase 
the availability of financing for forms of 
homeownership that the current mortgage 
finance system does not address effectively. 
The partnership should seek to identify the 
expertise required for such financing, provide 
assistance to enable potential homebuyers 
to afford such financing, standardize loan 
features to permit streamlining, and broaden 
the secondary market for such loans. 

Issues and Impediments: Mortgage financing is 
readily available in the United States, due to a 
competitive market place, stable home values, 
and a sophisticated capital market infrastructure. 
Nevertheless, some forms of homeownership 
financing are not sufficiently available in all mar
kets. There have historically been inadequate 
levels of mortgage financing for combining the 
purchase and rehabilitation of single-family 
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homes, owner-occupied small rental properties 
(two- to four-unit structures), manufactured hous
ing, cooperative housing, rural housing, and 
Native American housing. Mortgage financing is 
not always adequately available in certain 
neighborhoods or areas experiencing an 
economic downturn. 

Financing for the combined purchase and 
rehabilitation of single-family housing is not widely 
available on a national scale, due in large part to: 
(1) the perceived risk by conventional lenders as
sociated with the timely and satisfactory completion 
of the rehabilitation, (2) the lack of experience in this 
form of financing among lenders, mortgage 
insurers, and secondary market investors, and 
(3) inadequate coordination at the local level among 
lending institutions, real estate professionals, gov
ernment agencies, and nonprofit organizations. As a 
result, housing in substandard condition that might 
be available at affordable prices for low- and moder
ate-income households cannot be financed at all or 
must be financed in stages-first by a purchase 
mortgage and subsequently by a rehabilitation loan. 

In some sections of the United States, two-, 
three-, or four-unit properties are a prevalent part 
of the housing stock. These properties are ideal 
for low- and moderate-income homebuyers that 
can use the income from the rental units to supple
ment other sources of income to meet monthly 
homeownership expenses. However, mortgage 
financing for such structures is sometimes difficult 
to obtain. 

To achieve all-time-high levels of homeownership 
by the end of the century, a greater percentage 
of lower income households must find ways to 
become owners. Less expensive housing, includ
ing manufactured homes, cooperative and mutual 
housing, and community land trust housing are 
possible solutions, but mortgage financing must 
become more readily available for these 
alternatives to succeed. 

. Finally, obtaining sufficient funds to purchase a 
home for many low- and moderate-income Ameri
can households will require government and 



nonprofit financial support. Public subsidy pro
grams can help fill the gap between mortgage 
lender availability and homebuyer affordability. Yet, 
despite many years of public-private sector experi
ments-including many notable success stories
there continues to be a lack of consistency in the 
way local governments and nonprofit housing 
organizations use subsidy dollars to leverage 
private mortgage money to support affordable 
homeownership. In the future, as State and local 
government discretion in the use of Federal hous
ing funds increases, greater information sharing 
among States and localities as to what works will 
become increasingly essential. 

Action 4 I : I lome Purchase and Rehabilitation 
Financing Witl) FHA 203(k) 

TIlt' Columbus I lousing PClrtnersllip (CHP) 
is ,] nonprofit organizCltion in Columbus, 
Otlio. tllcl1 uses lilt' 203(k) DreClmbuilder 
Mortgilge to finance home reha[Jilitation. 
ClIP \beS 2(B(k) in two ways: 

* CHI-> purclklses HUD-forecloscd homes 
alld rcllClbilitates them using bank-provided 
203(k) IOi1l1S. Low-income l10rnebuyers 
securc finimcing to buy' out CHP's 203(k) 
loans. 

* Horllebuycrs locate homes that need 
rchil[)ilitiltion. Tt1tcy securE' 203(k) financing 
lrorn ,] Hl:])-certified lender cmd Ilire CHI" 
as their gerwral contractor. CHP rehabili
tates the homes with no locm risk Clnd very 
luw contrclcting fees. 

The partnership, in collaboration with HUD, should 
seek to expand the number of conventional lending 
institutions and other FHA-approved lenders ac
tively partiCipating in the FHA 203(k) program. Part
nership efforts also should include increasing risk
sharing opportunities and more fully developing the 
secondary market for this product. 

The FHA 203(k) program provides government
backed insurance for purchase and rehabilitation 
financing. In the past, many lenders considered the 
203(k) program administratively cumbersome and 

expensive to implement. However, significant im
provements have been made in the past 2 years. In 
fact, HUD expects to double its business in 203(k) 
loans in fiscal year 1995. 

Action 42: Convcntional Financing for Home 
Purchase ami [{(,habilitation 

Tlw .IUillt \linistrics Proicct. a group of 
irlllcr-cit\ \linllC<1polis churcllCs and 
community ()rgi1llizil1ions, set out to rnilkc 
Mirllwapolis il "city of 110mCOWrlcrs." Tile 
orgcmiZil1ioll'S housing devclopment arm, 
UiHllilSCUS DC\'cioprncnt c:orporcllion, sc
cured (l [('\'ol\'ing line of creciit with TCF 
Bclllk to purclklsc ,md Wllilbilit,ltc up to 50 
/llTl-()\\,rwd \'ciC<lllt and boardcd-up proper
ties. For rt'ildl>ilitillioll. [)cll11ilSCUS contr,1('ts 
witll (j (i('\ci()plllCnt COlllpclllY tl]cll uses 
sllllCOIl1r,lCtors lror)) t IlC local cIrca. Hesi
dcnts ICC1SC til(' rcllat)ilitillcd Iwrncs from 
Uamdsclls, witll il portion of their rent es
crowed imel 11Clcl for future purCllClSC of the 
pruperty. FclIHlic Mae purcllClses mort
gilges upon completion of rehabilitation 
and (~E Cipitcll prm'i<lcs neecJcrj mortgage 
inSUfclllCC. 

The partners should work to increase the availabil
ity of conventional financing for home purchase 
and rehabilitation. Efforts should include establish
ing partnerships between lenders and entities with 
rehabilitation experience. 

Purchase and rehabilitation lending should not 
become the exclusive preserve of FHA or other 
public financing mechanisms. Local partnerships 
involving lending institutions, real estate profession
als, and nonprofit organizations, with support from 
national secondary market investors and private 
mortgage insurance companies, can use their ex
pertise to dramatically increase the volume of pur
chase-rehabilitation lending. 

Local partnerships composed of lenders and local 
government or nonprofit housing providers should 
be established. Local mortgage lenders can under
write loans, but typically do not have the staff or 
experience to oversee the rehabilitation process, 



although local government housing agencies and 
many nonprofit housing providers specialize in 
managing home rehabilitation. In some instances, 
the collaborative effort of the lender and local 
agency might also include public subsidies to: (1) 
reduce borrowed amounts so that financing costs 
do not exceed postrehabilitation property values, 
and (2) establish short-term credit enhancements, 
such as guarantees, to cover a portion of the risk 
associated with home rehabilitation. 

To establish a broad-based conventional market 
for home purchase and rehabilitation lending, 
members of the partnership also should identify 
and share existing purchase and rehabilitation 
models. These models should be replicated on a 
larger scale. 

Action 43: Home Reilal)iIitation Financing 

Members of the partnership, particularly lender 
organizations and secondary market investors, 
should work to expand financing opportunities for 
home rehabilitation needs. In addition, HUD, in col
laboration with other partners, should seek to im
prove the use of the FHA Title I Home Improvement 
Program as a viable form of rehabilitation financing 
for lower income homeowners. 

Currently many homeowners face home improve
ment needs that are difficult to finance from con
ventional financing sources, due to property value 
limitations or owner credit and total debt-to-income 
problems. Without the availability of rehabilitation 
financing, properties will continue to deteriorate, 
further deflating home values and homeowner 
motivation. 

Action 44: Flexible Mortgage l'nr!crwriting 
Criteria 

The partnership should support efforts to increase 
local lender awareness and use of the flexible 
underwriting criteria established by the secondary 
market, FHA, and VA. 

In recent years many mortgagees have increased 
underwriting flexibility. This increased flexibility is 
due, at least in part, to local lender community 
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reinvestment strategies and liberalized affordable 
housing underwriting criteria established by sec
ondary market investors such as Fannie Mae and 
Freddie Mac. Yet, many prospective homebuyers 
still cannot qualify for a conventional mortgage. 

Some of these homebuyers cannot qualify without 
intensive counseling or subsidies. However, many 
households may qualify if local lenders are encour
aged to use compensating factors in underwriting 
loans or more flexibly interpret secondary market 
purchase requirements. For example, Freddie Mac 
last year initiated Underwriting Barriers Outreach 
Groups, which brings lending industry and commu
nity groups together to review Freddie Mac guide
lines. These meetings have led to clarification of 
many Freddie Mac loan purchasing requirements. 
Freddie Mac is publicizing these clarifications to 
inform participating lenders of existing underwriting 
flexibility and that the "cookie cutter" approach to 
lending may unintentionally exclude good borrow
ers from obtaining mortgage financing. 

In Connecticut. People's Bank and the 
Commonwealth Mortgage Assurance Cor
poration (CMAC). a private mortgage insur
ance company, have developed the Risk 
Share Program to allow conventional fi
nanc~ing for low-income 11omebuy·ers. Un
der Risk Share, homebuyers may llse 
medical. utility, and landlord payments as 
credit references. The program allows for 
nontraditional employment histories. em
ployment histories with gaps. short-term 
employment, and frequent job changes. 
The loans are insured by CM/\C based on a 
layering of risk. CMAC assumes tile first 
layer of risk; People's Bank assumes the 
second. Risk Share lias closed S 1 .4 million 
in loans with no delinquencies to elate. 

Similarly, Fannie Mae is increasingly looking at 
compensating factors to traditional underwriting 
criteria for establishing credit and income stability. 
The firm's actions include establishing a loan re
view board to review the affordable housing loans 
sold to the company that underwriters believe do 
not meet Fannie Mae guidelines and a "flexibility 
hotline" that lenders can call for answers to 
underwriting questions . 



Action 45: Public-Private Leveraging for 
Affordable Home Financing 

The partnership should support development of 
a comprehensive, nationwide analysis of local 
public-private homebuyer programs to ascertain 
which elements are indicators of long-term 
leveraging success. In addition, the partnership 
should sponsor interactive forums, training or other 
technical assistance efforts for local partners to 
promote replication of proven approaches. 

Many would-be homebuyers, especially low- and 
moderate-income households, cannot rely solely 
on conventional mortgage financing to obtain a 
home. In these instances, government agencies 
and nonprofit organizations must use their flexible 
resources to the maximum extent possible to lever
age private financing-in effect serving as a cata
lyst to make deals work that would otherwise prove 
infeasible. 

To assist low- and moderate-income 
tlomebuyers. Wisconsin's lending industry 
joined forces and created the Closing Cost 
Assistance Prograrn (C-C,\P). C-CAP merges 
a 3-percent buyer downpayment with a 
secondary loan to finance transaction 
costs. Funds art' provided by the Federal 
Horne Loan Bank of Cilicago and the State 
of Wisconsin Division of Housing and 
backed by a purchase agreement with 
Fannie Mae. C-CAP reduces risk by pooling 
loans from lenders throughout the State. A 
revolving fund ensures that assistance is 
extended to future 110rnebuyers. 

There are hundreds of examples of successful 
local government and nonprofit leveraging pro
grams throughout the United States-in urban 
and rural settings, operating on a large scale, and 
neighborhood-based-involving one lender or 
through statewide consortia with many lenders. 
The flexibility provided in HUD's CDBG and HOME 
programs has made this leveraging possible in 
many instances. 

There is, however, no national information 
exchange or compendium of program models 
which local lenders, nonprofit groups, or local 
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government agencies can use for guidance 
on how to establish successful public-private 
initiatives. 

Action 4G: HcinH'nting FHA Single-Farnily 
Horne :\Iortgagc Insurance 

HUD and other members of the partnership should 
work together to reinvent the FHA single-family 
home mortgage insurance program. FHA single 
family insurance has been instrumental in helping 
millions of homebuyers to obtain mortgage financ
ing. In fact in fiscal year 1994, FHA endorsed over 
1.3 million single-family loans-43 percent more 
than in the previous year. Over two-thirds of these 
loans assisted first-time homebuyers. Yet to remain 
an essential, integral part of the mortgage financ
ing system that functions efficiently in a rapidly 
changing capital market, FHA must become 
more entrepreneurial and more responsible to 
its customers. 

In the short run, FHA has already made significant 
improvements in its mortgage underwriting criteria, 
including the following: 

* Recognizing additional income sources, 
including overtime, bonuses, and part-time 
income. 

* Considering long-term obligations to include 
only debt extending 10 or more months and 
eliminating child care as a recurring debt. 

* Allowing use of cash saved at home or in 
private savings clubs. 

* Increasing flexibility in qualifying ratios and com-
pensating factors. 

Over the long run, more must be done. The Clinton 
Administration proposes reinventing FHA as a 
wholly owned government corporation, which can 
more quickly and entrepreneurially enter into 
creative partnerships with the public and private 
sectors. These partnerships would utilize FHA's 
current "full faith and credit" for individual loans and 
pool loan insurance, reinsurance, risk-sharing, 
securitization, and other forms of credit enhance-



ment. The new FHA, working with diverse partners, 
will expand the reach of the private sector to 
families, communities, and markets historically 
underserved by the private mortgage market. 

Action 47: Native American Home 
Financing Needs 

To promote homeownership for Native Americans, 
Federal and State partners should expand policies 
and programs that empower tribes to design 
homeownership models that meet their cultural, 
spiritual, and functional needs. Insured mortgage 
financing should continue to be available on reser
vations, and funding should continue for the HUD 
Section 184 loan guarantee program and the VA 
Native American Direct Loan Program. Native 
American homeownership needs also should be 
considered in the establishment of HUD's Afford
able Housing Fund. Furthermore, members of the 
partnership, including HUD, VA, the U.S. Depart
ment of Agriculture (USDA), the private lending 
community, and organizations representing Native 
American tribal interests, should engage in discus
sions with the Bureau of Indian Affairs to increase 
the timeliness of title searches and approval of loan 
documents. 

Mortgage financing for Native American house
holds, particularly on tribal lands, is not readily 
available. This is due to many factors, including the 
poor economic conditions on many reservations, 
the existence of trust land that cannot be used as 
collateral for financing, and the predominance of 
public housing. 

In recent years, HUD and other Federal agencies 
have made significant strides in delegating funding 
decisions to tribal governments and Indian housing 
authorities. Newer Federal initiatives such as the 
Indian HOME program and Section 184 loan guar
antees, increasing State focus on tribal housing 
needs, and greater secondary market investor in
volvement are beginning to make a difference in 
helping Native American families become 
homeowners. 

Action 48: Small Rental Properties to Support 
Affordable Homeownership 

Members of the partnership should provide 
opportunities for low-income homebuyers to 
purchase owner-occupied, small rental properties. 
The partners' efforts should include exploring the 
development of alternative lending approaches; 
seeking creative uses of public and nonprofit 
resources in conjunction with conventional first 
mortgages; and streamlining the appraisal 
process. As discussed more fully in Chapter 7, 
Homeownership Education and Counseling, 
homebuyers of small rental properties should 
also obtain training in the management of rental 
properties prior to home purchase. 

Schenectady Fedeml Savings clnd LOcln 
Association of Schenectady, New York. is 
using a $375.000 direct subsid\' frolll tile 
Federal Home LOCln Bank of :'\lew York to 
assist in the acquisition anel rehahilitation 01 
30 duplexes. The homes will tlave one 
owner-occupied unit anci one rcntClI L1llit. 
The homes will either t)C purcllClsecl from 
HU[),s foreclosed inventor\' or cionated hy 
the city of Schenectady. Fincmcing frorn 
aciciitional Federcll sources cIS \':ell dS I rolll 

a local lending CO[lsortiurn is cllso tWillg 
used. 

Owner-occupied small rental properties, which are 
typically two- to four-unit dwellings, are a critical 
component of the affordable housing stock in many 
communities. These properties are often sought by 
low- and moderate-income homebuyers who need 
the rental income to help meet their home mort
gage payments. In many markets, however, mort
gage financing for these properties is not readily 
available for a number of reasons, including the risk 
associated with homebuyer inexperience in manag
ing rental property, the risk of unexpected rental 
vacancies, the cost of emergency repairs, and the 
problem of missed or late rental payments. 



Action 49: Continuation of t11f' ;\lortgagc 
Revenue Bond Program and Mortgage Credit 
Certificates 

The partnership should promote the continuation 
of the Mortgage Revenue Bond (MRB) program. 
Mortgage Revenue Bonds receive a Federal tax 
exemption, enabling moderate-income homebuyers 
to obtain mortgages at below-market interest rates 
or with low down payments. State and local govern
ment housing finance agencies operate the MRB 
program, which has helped more than 1.6 million 
American families buy their first homes. Most of 
these purchasers have incomes significantly below 
their State's or metropolitan area's median income. 

Uncler it~ Fir~t HonK' progriHll, tile Inciiana 
I lousing Fim1f)ce /\llthority ll~t'S Fccieral 
Mortg()gt' /{CVCflllC l)oncis ami I-IUIY~ I lOME 
progrmn to offer i-) llo-cl()wnpil~T]l('nt nlort
gilge tor tirst-tirne I]orllcl)uycr~ witl) inc()mes 
equ,lI to or les~ tl1dn 80 percellt of tl w ,lrC,] 
mcclii1f1. TIl(' MHI3 progrmn is used to ti
fl<lllCC twlow-rlwrket interc~t rilte 1ir~t rrlort
gi-)ge~ tor 80 perccnt of tlw prop('rt\,'~ \·(1iuc. 
l\ ~econci lllortgage tor tiw w~t ot tilt' 
prop(-'rt\"~ \'C1iue i~ prm'idecl i\l no it ltl'!'('~t 
with funds from tile IIOME program. C,eor
gii-), KimS<l~, Louisiana. ~1ici)igiHl, :'-:ortll 
ecHolin'l. (ltHj [)limy utiler Sta1C~ op(-'re\1e 
simii21r prugriHlls. 

In addition, the partnership should promote 
continuation of Mortgage Credit Certificates, 
which make homeownership more affordable for 
lower income homebuyers by reducing their 
Federal tax liability. Maintaining adequately 
funded MRB and Mortgage Credit Certificate 
programs can directly and immediately increase 
homeownership among low- and moderate-income 
families that partners have targeted. 

Action :)0: Energy Efficiency and Ilome 
Mortgage Lndcrwriting 

The partnership should encourage consideration 
of changes in secondary market and conventional 
lender qualification systems for borrowers and in 
the property appraisal process to incorporate 
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considerations of energy efficiency. Federal 
agencies should promote new qualification 
systems and study the energy efficiency impacts 
on current FHA, VA, and USDA home financing 
programs. 

High energy costs can substantially increase a 
homeowner's monthly housing costs. This may 
come as a hardship, especially to homeowners 
who do not anticipate these costs. Increasing 
a home's energy efficiency not only improves 
homeownership affordability, but also increases 
the property value of the home and promotes a 
cleaner environment. 

Action 51 : cooperative Horneownersl1ip 

The partnership should seek to increase the 
availability of financing for cooperative housing 
both through the development of new cooperative 
housing and the conversion of existing rental 
housing to cooperative resident ownership. 

Renters often become more involved in the quality 
and long-term viability of their homes when they 
become members of a cooperative. Although 
cooperative housing does not provide all of 
the ownership advantages available through fee
simple ownership, households can exercise much 
greater control over their living conditions than 
they can as tenants. Yet, lack of adequate public 
and private financing for cooperatives is a major 
impediment. In addition, enhanced awareness of 
the benefits of cooperative housing, particularly for 
low- and moderate-income households who cannot 
afford the costs associated with fee-simple owner
ship, must also be addressed before cooperative 
home ownership can be significantly increased. 



CHAPTER FIVE 

BUILDING COMMUNITIES 

OVERVIEW 
Achieving the goal of higher homeownership will 
demand place-based strategies that recognize the 
special problems and opportunities created by the 
diverse communities that make up the fabric of 
American life. Place-based strategies are sensitive 
to local conditions and build on State and local in
stitutions. This chapter discusses ways to increase 
homeownership by building local institutional 
capacity and creating maximum homeownership 
opportunities in underserved geographic areas. 

This chapter reflects both an analysis of those 
community-based factors that affect the ability 
of Americans to achieve the dream of home
ownership, and identifies strategies to boost home
ownership that capitalize on community resources 
and are sensitive to the special needs of different 
types of communities. 

KEY PRINCIPLES 
The action recommendations in this chapter for 
building communities are based on the following 
principles: 

* To increase the number of homeowners living in 
affordable, safe, and decent homes, the partner
ship must overcome obstacles to producing and 
rehabilitating low-cost housing. 

* The national partnership efforts will succeed 
only if State and local governments, State 
housing financing agencies, community groups, 
trade associations, and private sector firms 
come together to provide assistance suited to 
the characteristics of local communities and 
populations. 

* Efforts to expand homeownership in distressed 
areas must include comprehensive community 

and economic development to restore viable 
housing markets. Otherwise families may end 
up buying homes in communities that lack 
stable and sustainable long-term investment 
opportunities. 

* Efforts to increase homeownership should im
prove opportunities both in the communities 
where low- and moderate-income families now 
reside, as well as in areas where they may want 
to reside. 

* Assessment of mortgage loan default risk by 
home mortgage lenders and underwriters 
should be based on accurate factual assess
ments, not on flawed information or stereotyped 
images about the risk profiles of urban neigh
borhoods or rural communities. 

STRATEGIES 
There are four key community building strategies 
that address local conditions, capitalize on commu
nity resources, and build on local institutions: 

1. Build local capacity. 

2. Expand homeownership opportunities in 
areas of employment. 

3. Revitalize distressed and declining urban 
neighborhoods. 

4. Increase opportunities for homeownership 
in rural areas. 

Build Local Capacity 

STRATEGY: The partnership should encourage 
the development of increased local capacity 
to undertake and foster affordable home
ownership among al/ potential actors, including 



private developers, lenders, insurers, realtors, 
and nonprofit and public agencies. 

Issues and Impediments: Although members of 
the partnership will be devising ways of expanding 
homeownership on a national level, increasing 
homeownership in targeted areas will depend 
largely on local service providers who have knowl
edge of and experience in the areas they serve. 
Thus, the partnership should propose actions that 
expand the capacity of local actors-allowing them 
to do what they do best. Key local partners in the 
homeownership development process include 
State and local governments, State and local 
housing finance agencies, community residents, 
local businesses, realtors, homebuilders, commu
nity-based nonprofit organizations, national non
profit intermediaries, mortgage lenders, mortgage 
and property insurers, title companies, appraisers, 
fair housing groups, religious groups, and many 
other public agencies and private firms. 

Building capacity among local nonprofit organiza
tions is essential. Although the level of affordable 
housing development and management under
taken by nonprofit groups has grown dramatically 
over the past two decades, their skills and re
sources vary widely. In some communities non
profit organizations may lack the expertise and 
funding to accomplish their goals, and in other 
communities such groups may not even exist. It is 
critical that nonprofit and other local organizations 
develop the expertise necessary to successfully 
continue their unique and growing role in affordable 
homeownership development and management. 

Fostering cooperation among participants in the 
housing industry is also important. In most local 
housing markets, mortgage lenders, real estate 
professionals, and other private sector housing 
providers can do more work with local nonprofit 
and government entities to address the needs of 
low-income, moderate-income, and minority 
households. An important objective of the partner
ship should be to build homeownership capacity 
through the establishment of strong local partner
ships. Much like the national partnership, each 
local partner should work with other partners to 
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establish goals, measure progress, and celebrate 
the successes of expanding homeownership. 

Action 52: Homcownership Education and 
Technical Assistance for Communities 

l{ure11 I lousing :'-:ow. Inc., is e1 nonprofit 
orge1T1izatioli tll(1t sponsors an annuell 
conference conc('rning rur,ll housing in 
Coloraclo. ;\pproxirnatcly 250 individuals 
attenci tll(, conference to exchange ideas 
and dc\'elop actions to mitigate harriers 
to c1ffordahlc rural Ilousing. Hural I lousing 
Now goes beyond dialog to lwlp form 
partnersl1ips witll providers, government 
agencies, (mel communities. i\fter the 
1990 confer('nce, several agency represen
tatives formed a rural Ilousing opportunity 
team tllat 11,IS f1e1cl numerous workshops 
around the SteW' to hring expertise to IOCe)1 
communities. 

The partnership should design and undertake a 
comprehensive local education and technical as
sistance campaign to build the capacity of local 
housing providers to work collaboratively. 

For example, partners can disseminate information 
on successful homeownership strategies that high
light the roles of each key actor. In addition, part
ners should consider sponsoring group facilitations 
or local "interactive forums" to promote better 
understanding of the relative roles of each player 
in the homeownership process. These forums 
should offer public and private sector organizations 
an opportunity to discuss their objectives and 
requirements so that each partner is sensitive to 
the needs of the other participants, enabling them 
to work collectively to strengthen the design and 
implementation of their homeownership strategies. 

Action 53: Spotlight on Successful 
Local partnerships 

The partnership should publicize how localities 
have successfully established local partnerships. 
These periodic showcases should feature local 
representatives from a particular community
from the public and private sectors-who will 
conduct presentations on how they are building a 



successful local partnership to improve home
ownership opportunities and community 
revitalization. 

By showcasing a particular community's progress, 
these sessions will update the national partnership 
on state-of-the-art local initiatives that can be used 
as models for other communities with similar 
homeownership issues and needs. 

Expand Homeownership Opportunities 
in Areas of Employment 

STRATEGY: The partnership should foster 
homeownership opportunities that allow 
families, especially low- and moderate-income 
households, to live within reasonable proximity 
to employment centers. 

Issues and Impediments: Many low- and moder
ate-income families are unable to find decent, 
affordable housing in areas of economic growth. 
The development of affordable homes is often 
limited in these areas due to many factors, includ
ing housing costs, zoning ordinances, and market 
forces. Consequently, low- and moderate-income 
persons are often unable to purchase homes in 
the communities where they are employed, and 
either must remain renters or must commute long 
distances to their jobs. 

Many communities do not recognize the benefits 
of providing homes for low- and moderate-income 
families, even when such housing is needed for 
essential service employees such as teachers, 
police and fire personnel, and other local govern
ment workers. In some cases local zoning ordi
nances, development fees, and other planning 
requirements are intentionally designed to limit 
development and exclude low- and moderate-in
come families. In other instances market forces, 
cost issues, traditions, lack of information about 
potential alternatives, or the lack of time and exper
tise required to rewrite applicable laws and regula
tions inhibit development of homes for low- and 
moderate-income families employed in the local 
community. 

• 

Action 54: Employer-Assisted 
H0l11eOWncrsilip 

The partnership should identify successful models 
of employer-assisted homeownership and promote 
wider understanding and acceptance of these 
models among public and private organizations. 

High housing costs and other factors have led 
some employers to provide homebuying assis
tance to employees so that they can obtain afford
able homeownership closer to their worksites. 
Employer-assisted housing programs, including 
savings plans, transaction cost assistance, down
payment assistance, free homebuyer counseling, 
construction programs, and public-private partner
ships, hold enormous potential for expanding 
homeownership. Yet, many employers, public and 
private, do not recognize the benefits that can 
accrue from such programs or are not aware of 
their potential and practicality. 

Action 55: Location-Efficient Home Mortgages 

Lawrence, Massachusetts, developed em 
employer-assisted t10using partnership wittl 
First Essex Savings Bank and two large 
local employers. 

First Essex waives origination fees. 
reduces closing costs, ami provides 
Ilomeownersllip counseling for eligible 
low-income employecs. Togctllcr, First 
Essex and 1tle t'rnployers provide i1 down
payment grant of up to $ I ,SOO. Ttl(' city 
provides two adclition,ll sources of assis
tance if necessary: (I) (l deferred loan up to 
S 1,000 for additiorml (ioV,:npilyrnent elssis
tance, and (2) il deferred forgivable HOME 
reimbilitation loan up to $40,000. III addi
tion to providing residents wittl affordable 
i10mc(Jwnersilip opportunitit's close to 
work, Lawrence's employer-assisted hous
ing program hilS helped to revitalize and 
stabilize neighborhoods. 

The partnership should examine whether under
writing standards properly reflect the household 
savings that can accrue from families owning 
homes close to their places of employment. 



According to a recent study sponsored by the Natu
ral Resources Defense Council, people who live 
near their place of employment experience sub
stantial economic savings in transportation costs 
that can be applied to their housing needs. For ex
ample, the study suggests that households in the 
San Francisco Bay Area save $350 to $450 per 
month by living near the urban centers. If fully and 
reliably recognized in home mortgage underwriting 
as a valid income equivalent, this level of savings 
could amortize as much as an additional $50,000 
in homeownership borrowing as a function of loca
tion efficiency. 

Demonstrations should be undertaken to determine 
whether the level of quantifiable savings warrants 
broader use within the home mortgage lending 
community. 

Revitalize Distressed and Declining Urban 
Neighborhoods 

STRATEGY: The partnership should coordinate 
efforts to expand the capital base by promoting 
loan financing and equity investment in infra
structure, economic and business develop
ment, and community building to ensure that 
targeted urban neighborhoods can provide the 
services critical to attracting and retaining 
homeowners. 

Issues and Impediments: Distressed urban areas 
present great challenges to raising homeownership 
rates. These areas often suffer from a variety of 
economic ills: long-term disinvestment, concen
trated and persistent poverty, lack of job opportuni
ties, crime, anemic housing markets, deteriorated 
housing stock, and environmental problems. They 
also suffer from a lack of capital because financial 
institutions have been unwilling or unable to make 
loans or provide banking services in these commu
nities. In addition, local residents in distressed ar
eas have difficulty saving and generally have few 
assets of significant value, and many businesses 
and equity investors with available capital avoid 

these communities due to perceived risks and the 
low income of the population. 

Decaying infrastructure-including streets, parks, 
and schools-negatively affects the quality of 
life in some urban communities and creates a 
disincentive to homeownership. Not surprisingly, 
homeownership rates are relatively low in these 
communities and tend to decrease as the neigh
borhood further deteriorates. 

Moreover, declining communities may not be 
conducive to long-term homeownership. Neigh
borhoods in the early stages of housing market 
problems and other indicators of economic distress 
may not be chronically underserved by public or 
private institutions but they are at risk of becoming 
so. Stabilizing and improving existing levels of 
service in these communities is therefore critical 
to successful homeownership strategies. Opportu
nities for homeownership can quickly be lost if dis
investment is not immediately stopped. 

As part of larger economic development strategies, 
concentrated investment in housing and commu
nity infrastructure in distressed and declining 
urban neighborhoods can make a significant contri
bution to stabilizing and elevating homeownership 
rates. However, the level of investment must be 
sufficient to reach a critical mass for increasing 
homeownership rates in targeted areas, reversing 
the economic disinvestment and altering the social 
psychology of decline. This community reinvest
ment often must rely on new construction and re
habilitation of a sizable fraction of a neighborhood's 
housing stock and a significant improvement in 
residents' attitudes and optimism. 

Action 56: Comprehensive Community 
Hcvitalization 

The partnership recognizes that targeted, compre
hensive investment of public and private resources 
is essential for successful community revitalization. 
Partners should participate in activities that support 
comprehensive programs for neighborhood 
change. 



A partnersr1ip bC'tween trle city of Hoclles
tcr. First Federal Savings and Loan Associa
tion of Hocr1C'ster. and the North East Block 
Club /\lliance (Cl local nonprofit) is taking a 
comprellcnsive approach to neighborhood 
revitalization. First Place. a development of 
50 units for large, low-income families, is 
being constructed on a 5.3-acre city block. 
A subsidiary of First Federal is constructing 
the property wiH1 trle assistance of local, 
rninority subcontractors. ,'\t-risk high school 
students assist with housing construction 
tllrough a school program. The city govern
ment resubdivicied irregular lots into 40- by 
100-foot uniforrn lots. Hochester also con
tributed approximately $400,000 in infra
struCluff' improvements. 

First Place has acted as Cl catalyst for local 
development-vacant lots in adjoining 
blocks are t)eing developed, properties arC' 
being upgraded, and the city is building a 
I ,OOO-pupil school on tlle next block. 

Effective community revitalization involves consid
eration of a broad range of activities and services, 
including housing, economic development, educa
tion, infrastructure improvement, financing, and 
public safety. Any of these activities alone are insuf
ficient to improve the quality of life in a neighbor
hood and sustain it over the long term. 

For example, flexible funding for strategic infra
structure needs, including school improvements, 
park improvements, and upgraded roads and public 
transit systems can increase the neighborhood's 
ability to attract investment and tie community resi
dents to job opportunities in the metropolitan area. 
Development of public safety action plans in inner
city neighborhoods, including incentives for police 
officers to become homeowners in these communi
ties, can decrease crime and improve neighbor
hood confidence. Business expansion through 
economic development activities can improve retail 
and professional services and create employment 
opportunities for local residents. Many of these 
elements are components of the Empowerment 
Zones and Enterprise Communities program. 

• 

One of the most important aspects of comprehen
sive community revitalization is the need for more 
capital to invest in many of our Nation's older and 
less prosperous communities. Local residents and 
businesses located in these neighborhoods are 
generally underserved, both by lenders and by 
equity investors. Members of the partnership 
should work together to bring new sources of 
financing into underserved areas, by using such 
targeted tools as the Community Reinvestment 
Act (CRA) and the new Community Development 
Financial Institutions Fund (CDFI). Bridging 
the capital gap for low- and moderate-income 
communities is a vital prerequisite for expanding 
homeownership. 

Action 57: Homeownersllip Zones 

Partners should work with HUD to encourage the 
creation of local homeownership zones in commu
nities with federally designated Empowerment 
Zones and Enterprise Communities or State
designated enterprise zones. The purpose of 
homeownership zones is to pull together a local 
partnership of public and private resources to 
increase homeownership on a large scale. The 
construction or rehabilitation of hundreds of 
homescan create opportunities for affordable 
homeownership and at the same time bring new 
investment, improved incomes, greater public 
safety, and an increased demand for schools, 
services, stores, and streets. The concentrated 
local impact of homeownership zones can help 
spawn genuine neighborhood revitalization, civic 
spirit, community involvement, and homeownership 
that goes beyond the scope of the initial number 
of homes sold. 

Action 58: Federal and State Resources for 
Affordable Horneownersllip 

The partnership should support continued availabil
ity of sufficient public resources to help finance 
affordable homeownership. These efforts may in
clude more substantial investment in demolition, 
acquisition, rehabilitation, and new construction for 
a critical fraction of the housing stock in targeted 
communities; increased investment in moderate 



rehabilitation of properties in targeted neighbor
hoods; and selected investment in streets and 
parks to enhance local homeownership. 

Tile Connecticut Ilou.sing Finance ,c\utI1Ority 
(CHF;\) offers mortgages Cit discountcd in
terest ri1tcs. points. cmci fees to stimul,1tc 
11omcownersl1ip in tc1fgetecl urt)C1ll cHCi1S of 
tlie StCitC. CllFA also uses mort' lenicllt 
qUcllilying guicielines for mortgc,gcs ill tllese 
'IrCi1S. Wllicll tend to uncicrperlorm suhur
[)i1n communities economically. (]-IF,,\ 

Tllortgclges cHe <1\'c,ili1blc to residents of 
pul)lic 110using Clnd those receiving S('Ction 
H Clssisti1ncc. Mortgages tCcl1urc fixed rC1tcs 
tlwt me' gE'ncri1l1y I 112 to 2 percent hclovv 
rllClrkc1. carrying () I-pern'nt origini1tion lee. 

Federal support for homeownership in the future is 
essential and should be provided in a manner that 
gives broad discretion to State and local govern
ment agencies and nonprofit organizations. State 
and local agencies should be permitted flexibility 
in the design and implementation of housing and 
community development activities to respond better 
to specific neighborhood needs. The newly 
proposed HUD Affordable Housing Fund and the 
existing CDBG and HOME programs fulfill this 
need. Similarly, continued Federal authorization of 
Mortgage Revenue Bonds and Mortgage Credit 
Certificates should be strongly supported by the 
partnership. 

Action 39: Promoting ;Vlixed-Incomc 
:\'cigl1borl1oods 

The partnership should encourage the develop
ment of urban neighborhoods providing a wide 
range of housing choices to families of all income 
levels. 

A diverse income mix can help to break down 
urban social and economic barriers, creating a 
climate where positive social and market dynamics 
can take hold. As a result, the partnership should 
support strategies to encourage middle- and upper
income homeowners to move to distressed urban 
neighborhoods. Incentives should include favorable 
zoning regulations along with tax and financial 

incentives for developers or homebuyers. Where 
feasible, HUD and other partners should also 
support efforts to help public housing tenants 
attain homeownership. 

,\('tion ()(): Redevcioping vacant Propcrtics 

TIl(' Los .\ngcics I lousing Department's 
(L\IIDs) Sm,lll Sites [)C\'e!opment program 
\ViiS initidtcci illter tl w ci\'il unrest in Los 
;\llgci( 'S in I D~U. Tllis progr<Hn crecHes 
110TlwO\\,nCfsllip opportunities for large. 
1()\\'-illCO[)lC jcHllilies. eliminates bligl1ted 
\ (lCdll\ lots ill distresscd residential areas, 
,\I](i cllcoWilgcs clllployrncnt of local mi
norit\ IJIISillCSs('S. L,\Il[) prm'icies HUD 
11():\il~ progrcull Illll(is to lcxi11 minority de
\clopers \0 cOllstruct single-family homes 
on \'ClC,lI11 lots. L\IID cstill1<HCS !lldt 40 
Ilomes per ~'e(lr will Lw developed and 
sold tllroUgll til(' Smdll Sites De\'elopment 
Ilrogr,ull. 

The partnership should encourage efforts to 
expedite the turnaround of foreclosed properties 
held by government agencies and encourage the 
banking industry to adopt supportive recycling of 
foreclosed homes. Partners should support State 
and local efforts to revise tax foreclosure and 
redemption laws and to develop infill property in
vestment and development policies that promote 
neighborhood revitalization. 

Unoccupied and untended homes have a corrosive 
effect on urban neighborhoods, yet public and 
private policies often do not adequately address 
this problem. In addition, vacant lots, created 
through demolition of housing in established neigh
borhoods, often become eyesores, lessening the 
willingness of community residents to make 
investments in their homes. 

Increase Opportunities for Homeownership 
in Rural Areas 

STRATEGY: The partnership should undertake 
to expand homeownership in non metropolitan 
areas through interventions that recognize the 
unique social, economic, and demographic 
aspects of rural and small-city America. 



Issues and Impediments: There are numerous 
factors that impede homeownership in non
metropolitan areas. For example, poor housing 
quality is one factor underlying the low rates of 
homeownership. Rural units tend to be older, and 
there is very little new construction in rural areas 
to replace units that are falling out of the housing 
stock. The relative prevalence of substandard units 
in rural areas affects the availability of mortgage 
financing for many properties and limits the number 
of decent homes in the housing stock available for 
purchase. 

Housing costs have increased in rural areas, 
even as peoples' incomes have stagnated or de
creased-making homeownership increasingly less 
affordable. Rates of cost-burden in rural areas now 
rival those in urban areas, debunking the myth that 
rural housing generally is more affordable. High 
housing costs also limit the options of first-time 
homebuyers and make it more difficult for renters to 
save for downpayments. 

Limited rural access to mortgage credit also makes 
homeownership difficult. There are multiple causes 
for this phenomenon, including lack of financial 
institutions in many rural areas, poor service in 
existing branch banks, strict underwriting standards 
in local banks, and discrimination in mortgage 
lending. Financial institutions in rural communities 
have also had difficulty achieving economies of 
scale in mortgage lending, mortgage pooling, and 
mortgage sales to the secondary market. Lenders 
that operate in rural areas typically require low 
loan-to-value ratios because they fear potential 
declines in property values or that properties may 
be over-appraised. With a limited number of 
qualified appraisers, secondary market sales 
become difficult. 

Many rural communities lack local housing devel
opment and homeownership assistance capacity 
and they also suffer from an absence of knowledge 
about Federal housing programs. In short, rural 
areas are at the end of the information line. This is 
compounded by the small size and low budgets of 
local governments in most rural areas. If local 
governments have any paid housing staff at all, 

• 

they are likely to be part-time, overworked, 
underfunded, and unable to effectively address 
housing needs. 

Finally, inadequate infrastructure also impedes 
homeownership. New home construction is particu
larly difficult in rural and remote areas. Roads may 
not be suitable for heavy trucks and machinery. 
Public water and wastewater treatment facilities 
may not exist, and lines may not extend to the 
proposed site, thereby increasing costs. Many 
rural communities also experience difficulties in 
financing infrastructure development and improve
ments when they are unable to be rated for issuing 
municipal bonds. 

Action 6 I : Mortgage Credit for Rural Areas 

Fannie MeW IlCls incwclsed (iccess to mort
gage credit in rural areas by dcveloping its 
Guide t() ( '[](je(u I(itillf) Hum! Properties. The 
new underwriting standarcls outlinecl in the 
()llic/e arc mow respollsive to rural housing 
conditions iJcc(luse tlley ease water and 
wastewater, physicol obsolescence. and 
general clppraisal requirements. 

Given the lack of mortgage credit in rural areas, 
the partnership should initiate a series of activities 
to increase the availability of capital for housing 
finance. Specific actions may include: 

* Encouraging national banks to increase mort
gage loan activity in non metropolitan areas. 

* Encouraging local private lenders to become 
FHA, VA, USDA, Fannie Mae, and Freddie Mac 
approved lenders. 

* Exploring options to enable more lenders to 
pool mortgage loans from rural areas. 

Action G2: Rural Home Financing 
Demonstration Program 

The partnership should use the three federally 
designated Empowerment Zones in rural areas
the Kentucky Highlands, the Mississippi Delta, and 
the South Texas Colonias-to experiment with new 
lending approaches . 



I $C(211ISC oj extreme poverty and lack of 
i, lIdl W.'-.(Jllrct's, dc\clopers of affordable 
11 Irill Ilousing must be creative in their ef
loris t() fill,Hlce projects serving low-income 
I )('oplc. L:clstcrn West Virginia Community 
. \(tion ,\gclley (EWVC\i\) exemplifies this 
( wilti\'it", IlY combining funds from C1 vari
('\\ of SOllITCS. Using money from the \Vest 
\'irgini21 Stilte f lousing Finance /\gency, tile 
l.':-;[), \ .<-)('('tion 302 progrcHll, community 
.;iC\\'IO}JIllCllt loan funcis, and HOME tund-
II ig tor ,1(lministrati\'c costs, E\VVC\A, will 
! noril Ict' 2" units of aftordatlle housing this 
\,(',11'. 

Improving access to mortgage credit in rural areas 
is a many-tiered problem. Some local banks often 
adhere to overly conservative underwriting criteria, 
and economies of scale to sell pooled loans in the 
secondary mortgage market are difficult to achieve. 
Home mortgage lenders operating in rural areas 
typically require low loan-to-value ratios because 
there are no adequate comparable sales, and they 
have difficulty determining market values of rural 
properties. Many small rural banks tend to be in
flexible and conservative in reviewing home mort
gage financing requests due to a lack of knowledge 
regarding new financial instruments such as flex
ible home loan underwriting requirements estab
lished by secondary market investors and private 
mortgage insurers. Obtaining clear title to land in 
some rural areas is also a continuing problem. 
Clear title sometimes cannot be established be
cause of poor recordkeeping or because of inher
ited properties. 

!i 1<' ,\;('\',1(1<1 Community Hcinvcstment 
( '(\rj )or<1ti( Hl is c\ consort ium of 19 financial 
'1i.'-ilillltioflS tlldt pmticip"tc on (\ pro rata 
l l(1sis in it S4-0-million revolving loan pooL ;\ 
I lOri ion oj tllis fund is used to pro\'ide con
strllction ,mci permcU1cnt mortgage loans to 
IJuilcl new homes for 1101iseil0lds earning 
lip to GO percent of tile median income in 
Ne\'acia's rural counties, 

r,11(~mbers of the partnership should work to 
in:pr'eve the availability of financing in rural areas. 
i'J;ccv~lingl'/. partners representing rural interests, 
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lending institutions, secondary market investors, 
private mortgage insurers, the appraisal and title 
industries, housing providers and Federal, State, 
and local governments should use the three new 
rural Empowerment Zones as laboratories for rural 
home mortgage lending innovations. Lessons 
learned in these areas can subsequently be 
applied on a national scale. 

Action 63: Expanding Rural Home Financing 

The partnership should support the increased 
availability of mortgage financing from local, State, 
regional, and national lending institutions and 
government agencies. 

The L.5, Department of /\griculture's Rural 
Housing and Comrnunity Development 
Service (RHCDS) Section 502 program pro
vi(k~s low-income, rural ilomebuyers with a 
mortgage Pdynwnt subsidy lIlat reduces 
the interest rate to as low as I percent. If a 
Section sU2-assistecl household's payments 
exceed 20 percent of its houseil0ld in
come, up to 25 percent of the payrnent 
calculated at a I-percent interest rate may 
be deferred, The Section 502 subsidy must 
be repaid at the time of sale. 

Section ,,02 IlClS been very successful. Cur
rently, approxim"tely 3(),OOO families be
come liorneowncrs til rough ttlis program 
each yedr. 

To promote greater conventional mortgage financ
ing in rural areas, secondary market investors, in 
concert with local lenders and housing finance 
providers, should develop underwriting guidelines 
that specifically address rural homes. As an ex
ample, Fannie Mae recently developed new under
writing guidelines for rural areas that are reflected 
in its Guide to Underwriting Rural Properties, 

Federal and State governments also are essential 
providers of financing in rural areas. USDA should 
continue to play an important role in aSSisting low
and very low-income households in obtaining home 
mortgage financing via its no-downpayment 
Section 502 program. In addition, 40 percent of 



funding from the proposed HUD Affordable Hous
ing Fund would be distributed to States and can 
be used to structure specific homeownership pro
grams that meet the unique characteristics of rural 
housing markets within each State. 

Action 64: Homcowncrsl1ip Capacity BlIileJing 
in [-{ural Areas 

The partnership should support capacity-building 
activities for housing developers, regional planning 
councils, councils of government, and rural non
profit organizations, including more efficient use of 
technical assistance funding from Federal and 
State agencies. 

TI1C ilOUSlllg devclopllwllt dctivitics ot 
Brattlel)(Jro ,\fCi) Comtllullity Lill1ci Trusts 
(BACLT). locateel ill )~r(lttld)or(). VCrt)HJllt. 
ilave t)(:,CI1 tIl,Hic possillic in le1fgt' pelrt ))y 

extensi\'l' C,Jllilcit\'-)lllildillg eltorts, ,\s d 
commullit) housing dcvciullrllClll orgill 1 iZiI
tion uncln III 'I),s 11()\'1I~ progriHll. I ~ .. \( :LT 
recci\'cs C 'on II lrelwtlsi\'(' ('ill )iI( -il \'-l)llilc Iillg 
technicill ilssisl, ll)( T eHlel PilSS-ll Hougll 
funds frolll il Ill'D-flltl(it'd 110111 Jrotit iIl1CJ'tllC
cliary, Tecllllic,ll Clnci fillClllciClI ,lssisliHlCt' 
ilas been pro\'iclcci tor ))(),1J'(i uf <iircTlors 
devf' lopment, cornl )uter ellili lllCt'tl WIll, 

iliring of ilcldiliollill staff persotls Wilil 
tectmiccll expertise, iHlel Sleln 1r(lillillg. ,\S 
a result ot tlwsc CClPelcity-lluilciillg cnons. 
B/\CLT IlelS procltJ(T(j 40 units or dllorcld))lc 
rural llOllsing ill tile lilst ;2 YCill'S 

Many rural areas do not have a sufficient supply of 
affordable housing providers and lack adequate 
development capacity for new home construction. 
Technical assistance can be sponsored by the Fed
eral Government through HUD's proposed Afford
able Housing Fund, its existing HOME program, 
USDA, and State housing finance agencies. 

Action G5: Rc!1Clbilitating Hurdl I JOines 

The partnership should undertake to increase the 
number of Americans owning homes in rural areas 
that are of good physical quality. Members of the 
partnership should develop and disseminate 
information on how to rehabilitate homes in a 

cost-effective manner. Also, housing finance part
ners should explore expansion of existing home 
mortgage products or development of innovative 
new mortgage products, including FHA 203(k) 
loans, that promote housing rehabilitation in rural 
communities. 

Subsidizec! IO,Hl cHId grilill proglilllls I wlp 
Ic)\\'- ,mcl tllOCierdtc'-itl('(ltllc' lHllllC'()\\'I)('IS ill 
rural (lrCdS impfO\'(' til(' dcicCjlld('\ 01 tlle'ir 
ilurnes, ()zark Opportunities, el (Clrlllllllllil\" 
based llonprofit organizel1ion IOCil1C'<i III 
\1C1r511(111. ,\rkdllsas. Llses Fnineli l '.S)), \ 
Sectioll ::;04 ;mel Stelle w('(ltl wrt/Cltiol 1 111l1<is 
to itssist rllr,li I()\\'-itlconw 11< HI J( '( )\\,i WIS ill 
n ldking rcp<lirs t() irnpru\'(:' or flH)( 1('I'lli/(' 
tl)('ir Il()lllCS illle! Wfl)O\'(> Iw,IlIII ill1<1 <-;,11('1\ 
IlelZilr<is, Tilis tvpe of rcll<lhilit;llJ()ll (IS:-'15 
tiHlCC is criticdl in CI ('OUtlt\' in wllicll I \ 
pe]'('c111 of llorncowncrs Ii\'(' ill slilJSlilll(idl( I 
llOusing. 

Housing quality problems of rural homeowners 
are more severe than those of the Nation as a 
whole-the proportion of homeowners living in 
non metropolitan areas who experience severe or 
moderate physical housing problems is 50 percent 
higher than that of homeowners nationwide. 

Action (j(j: I Jomcowncrship Opportlilli tics 
for ~Cltivc Americans 

HUD, USDA, the Bureau of Indian Affairs, the 
Federal Home Loan Bank System, secondary 
mortgage market investors, and other members of 
the partnership should undertake collaborative 
efforts to increase homeownership opportunities 
on reservations. 

To accomplish this goal, members of the partner
ship need to understand the unique nature of tribal 
organizations, cultures, and economies; the com
plexities of land ownership and government status; 
and the relationships among various Federal, 
State, and tribal agencies. Barriers to higher levels 
of homeownership should be identified and strate
gies for overcoming them developed through 
consultation with all interested parties, including 



the tribes and the Federal agencies that provide 
financial and technical assistance. 

For example, this year HUD plans to sponsor 
"Indian Homeownership-The First Generation," 
a series of 14 workshops for tribal leaders and 
housing managers that will help tribes improve their 
capacity to produce homeownership opportunities 
on reservations and other tribal lands. The ses
sions will involve representatives from all 
relevant Federal agencies, the Federal Home 
Loan Bank System, secondary mortgage market 
investors, and private lending institutions. 



CHAPTER SIX 

OPENING MARKETS 

OVERVIEW 
Many racial and ethnic minorities have not real
ized the American dream of homeownership. 
African-American and Hispanic-American 
families, for example, traditionally have had lower 
homeownership rates than white families. Accord
ing to the most recent census data, the national 
homeownership rates are 43 percent for African
American households, 40 percent for Hispanic
American households, and 70 percent for 
non-Hispanic white households. 

There are numerous reasons for this disparity. As 
laws and culture have changed with the progress 
of civil rights, many private sector housing indus
try organizations, including local lenders, real es
tate professionals, and nonprofit groups, have 
worked hard to open the doors of opportunity for 
minorities and other underserved populations. Yet 
discrimination-both real and perceived-stub
bornly persists. In many instances racial and 
ethnic minorities, families with children, people 
with disabilities, and others have been denied 
the same opportunities to purchase a home that 
are available to similarly situated nonminorities. 
These problems have been documented in 
numerous studies, including recent research 
by the Urban Institute and the Federal Reserve 
Bank of Boston. 

There are other factors that also make it difficult 
for these families to own a home. For example, 
some households who lack an understanding of 
the homebuying process may require special 
attention and assistance to make a successful 
transition from renter to owner. In addition, the 
lack of awareness about homeownership 
opportunities among people who can afford to 
buy a home suggests a need to improve outreach 
efforts within the homebuying industry. 

As part of the overall National Homeownership 
Strategy, there is a special need to reach out to 
families who have traditionally had less opportunity 
for homeownership by removing the barriers that 
prevent or dissuade low- and moderate-income 
households, minorities, legal immigrants, families 
with children, and others from purchasing and 
owning their homes. 

KEY PRINCIPLES 
The strategies and actions in this chapter reflect 
the following principles: 

* Homeownership for people and communities 
locked out by discriminatory practices should be 
seen as part of the Federal goal of affirmatively 
furthering fair housing. 

* Locally developed and implemented strategies 
are among the best approaches to fully 
enforcing fair housing and lending laws and 
addressing the needs of and obstacles to 
homeownership among members of traditionally 
underserved communities. 

* Mortgage and insurance underwriting guide
lines should be written to consider a greater 
diversity of factors that assist individuals in 
underserved markets to own their own homes. 

* The secondary mortgage market should ensure 
that underwriting guidelines are clear and con
sistent, and local mortgage lenders should be 
encouraged to take advantage of flexibilities 
built into these guidelines. 

* Greater coordination between fair housing 
regulators and banking regulators is necessary 
to ensure consistent enforcement of fair 
housing and lending laws. 



* Employee diversity within the homeownership 
delivery system can help reach new customers 
and clients. 

STRATEGIES 
The recommendations for action to open markets 
and target underserved populations in this report 
are grouped under four broad strategies: 

1. Promote fair housing by removing barriers to 
purchasing a home. 

2. Promote fair lending and insurance by removing 
barriers to capital and credit for buying, owning, 
and maintaining a home. 

3. Increase diversity in the homeownership deliv
ery system by removing employment and 
career barriers in business and professional 
environments that can open markets for 
underserved groups facing discrimination. 

4. Increase outreach to underserved groups by 
extending homeownership opportunities and 
removing barriers to information. 

Promote Fair Housing 

STRATEGY: The partnership should promote 
efforts to open housing markets by eliminating 
discriminatory barriers in the advertising and 
sales of homes. 

Issues and Impediments: Recent research 
conducted by the Urban Institute has documented 
substantial evidence of widespread discrimination 
in home sales markets. The Urban Institute study 
found that African-American and Hispanic-Ameri
can homebuyers were treated less favorably than 
non-Hispanic whites of comparable occupation and 
income one out of every two times they visited a 
real estate agent to inquire about houses adver
tised for sale in local newspapers. This inequitable 
treatment is one reason that African-Americans 
and Hispanic-Americans have much lower 
homeownership rates than non-Hispanic whites, 
regardless of economic and social mobility in other 
areas of accomplishment. 

Effective compliance with fair housing provisions 
requires several key elements. Testing of 
homesellers and sales agents is necessary to 
determine where residual discriminatory practices, 
intentional or inadvertent, still exist. This is the first 
step to making individuals and institutions aware of 
problems that need correcting, preferably through 
voluntary action, or if necessary, through law 
enforcement. Nonprofit groups and coalitions such 
as the National Fair Housing Alliance have special
ized in training testers and conducting testing, as 
have many government agencies, but additional 
efforts should be pursued. Overall, more testing is 
desirable. HUD provides Federal funding support 
for testing through the Fair Housing Initiatives 
Program for nonprofit organizations and the Fair 
Housing Assistance Program for State and local 
governments. Despite recent budget increases, 
Federal resources for these efforts are limited and 
should be supplemented by other public and 
private financing sources. 

Also, many people involved in private housing 
market sales activities are not aware of their 
statutory fair housing responsibilities. This lack of 
knowledge is an impediment that must be 
overcome with education and outreach. For 
example, fair housing testing results can be used 
to inform and educate the housing industry and 
the general public. Many public and private sector 
organizations, including housing industry trade 
associations and private firms, currently engage in 
significant education and outreach activities to 
inform their own members, employees, and the 
public about their civic responsibility to open mar
kets and expand homeownership opportunities 
through fair housing practices. 

Enforcement of the Federal Fair Housing Act is one 
of the tools to ensure that individuals and families 
who want to own a home are able to do so. HUD, 
the lead Federal agency for enforcing fair housing, 
is reorganizing its Office of Fair Housing and Equal 
Opportunity to create 10 Enforcement Centers 
across the country. This reorganization will enable 
HUD to enforce the Fair Housing Act more effi
ciently and aggressively and to work more closely 



with the U.S. Department of Justice and other en
forcement agencies. These 10 centers will be orga
nized to coordinate resources and activities at the 
regional, State, and local levels, where action can 
be more effective. 

Action 67: Tile Prcsic1cnt's Fair Housing 
Council 

The partnership should encourage the President's 
Fair Housing Council to convene periodic meetings 
among Federal agencies and State, local, and 
private sector partners that are open to all organi
zations within the housing industry. The President's 
Fair Housing Council is responsible for working 
with a wide range of Federal departments and 
agencies to lead the Federal Government's efforts 
to affirmatively further fair housing and eliminate 
discriminatory barriers to expanding homeowner
ship opportunities. The partnership should work 
with the President's Fair Housing Council to dis
cuss and coordinate methods of advancing fair 
housing through outreach efforts involving the 
public and private sectors on a national, State, 
and local basis. 

Action 68: Voluntary Fair Housing Sclf
Enforcement and Affirmativc :\1arketing by 
Horneownership Industry Organizations 

The partnership should support voluntary commit
ments to engage in fair housing enforcement and 
affirmative marketing to underserved groups and 
people facing discrimination in homeownership 
markets. Voluntary agreements by industry organi
zations, particularly by national organizations that 
can help publicize and spread their commitments to 
State and local associations and to individual firms 
and agencies at the local level, are an essential 
element of opening homeownership markets and 
targeting underserved populations. Signators to 
these agreements can include a wide array of as
sociations and institutions, covering professional 
appraisers, property surveyors and inspectors, 
building code officials, and many other actors in 
the home sales process. 

HUD and housing industry associations such as 
the National Association of Home Builders, the 
National Association of Realtors, the National As
sociation of Real Estate Brokers, and the National 
Association of Real Estate License Law Officials 
have worked together to develop voluntary affirma
tive marketing agreements that advance fair hous
ing goals, particularly for homeownership. These 
agreements are designed to eliminate discrimina
tion in home sales and rentals, with emphasis on 
sensitivity and outreach to underserved house
holds and actions to promote diversity within the 
housing industry. 

Some of the basic elements of voluntary 
affirmative marketing agreements include: 

* Affirmative marketing to racial and ethnic 
minorities, women, people with disabilities, 
families with children, and other groups that 
have suffered from housing discrimination. 

* Disseminating information, educational materi
als, and other publications, including fair 
housing handbooks. 

* Organizing and participating in fair housing con
ferences. 

* Providing fair housing training programs for the 
industry, including State and local associations, 
and requiring training and continuing education 
for professional licensing and certification. 

* Engaging in media outreach and education. 

* Establishing and observing fair housing stan
dards for public advertising and marketing, 
including Federal guidelines. 

* Advertising and outreach to traditionally 
underserved populations. 

* Promoting nondiscrimination in hiring and 
greater diversity within the housing industry and 
the trade associations to increase membership 
and participation by minority groups. 



* Expanding community involvement in fair hous
ing education and enforcement. 

* Encouraging State and local trade and profes
sional associations, individual firms, and asso
ciation members to sign voluntary affirmative 
marketing agreements. 

* Engaging in recordkeeping to document affirma
tive marketing initiatives such as advertising and 
outreach, employee training, and increasing 
diversity. 

,\ction (N: :\lClropolitclll Hcgional F(lir HOllsing 
Initicltiv('s 

The partnership should promote the formation of 
metropolitan regional fair housing activities such as 
Chicago's Leadership Council for Metropolitan 
Open Communities or the Twin Cities Regional 
Council (Minneapolis-St. Paul, Minnesota). 
Regional fair share agreements for affordable 
housing, such as in New Jersey and Connecticut, 
should be expanded to include homeownership 
and fair housing initiatives that explicitly encourage 
metropolitan diversity and expanded locational 
choice for homebuyers, particularly those from 
underserved groups. Program elements should 
include fair housing enforcement, testing, voluntary 
approaches, homeownership counseling to expand 
fair housing choices, and additional outreach 
efforts. 

Promote Fair Lending and Insurance 

STRATEGY: Because expanded access to capi
tal, credit, and insurance is essential for in
creasing homeownership opportunities for all 
Americans, the Partnership should promote fair 
lending and insurance to open markets to tradi
tionally underserved groups. 

Issues and Impediments: Fair Lending--Few 
people are able to buy or own a home without 
obtaining financing from banks and other lending 
institutions. The widespread availability of mort
gage financing has helped make homeownership a 

reality for many American families. Yet the exist
ence-or the perception-of discrimination in 
providing mortgages to prospective homebuyers 
and refinancing to existing homeowners continues 
to be an impediment to expanding homeownership. 

For example, a large-scale study by the Federal 
Reserve Bank of Boston in 1992 found that, even 
when the data were corrected for income and other 
measurements of creditworthiness, African
Americans were 60 percent more likely to have 
their home mortgage loan applications denied than 
similarly qualified white applicants. A more recent 
Federal Reserve study has documented higher 
loan default rates among minority borrowers, 
leaving open to question the extent of lending 
discrimination. 

No comprehensive strategy for expanding 
homeownership can succeed without a significant 
commitment to fair lending that includes both vol
untary actions and law enforcement. Voluntary fair 
lending actions are being undertaken by many 
lending institutions throughout the Nation. 

On the enforcement side, the Federal Government 
has primary responsibility, though lack of coordina
tion in the past has hampered the regulators. 
Federal departments have recently begun working 
together to increase such coordination. The 
President's Fair Housing Executive Order of Janu
ary 1994, which specifically mandated strengthen
ing fair lending regulations, provided the impetus 
for creation of the Interagency Task Force on Fair 
Lending. For the first time, this Task Force, consist
ing of 10 Federal agencies, is clarifying and provid
ing guidance regarding the practices and policies 
that constitute discrimination in lending. 

HUD is also supporting increased testing by State 
and local government agencies and nonprofit 
organizations to identify potential bias in mortgage 
lending. 

Fair Insurance-Inability to obtain property and 
mortgage insurance can be another obstacle to 
homeownership for underserved households. In 



most cases prospective homebuyers must first get 
homeowner's insurance before obtaining a mort
gage. Unfortunately, there remain significant 
differences in the availability and affordability of 
homeowners and private mortgage insurance 
according to the racial composition of the commu
nities where the homes are located. 

For example, a recent homeowners insurance dis
crimination study completed by the National Asso
ciation of Insurance Commissioners, a comprehen
sive analysis of 33 metropolitan areas published in 
December 1994, concluded, "There is considerable 
evidence that residents of urban communities, 
particularly residents of low-income and minority 
neighborhoods, face greater difficulty in obtaining 
high-quality homeowner's insurance coverage 
through the voluntary market than residents of 
other areas." Various social and economic condi
tions associated with race, including differences in 
insurance loss experience and risk exposure 
among neighborhoods, account for part of this gap. 
However, unlawful discrimination also plays a part, 
as demonstrated by recent court decisions and by 
the results of insurance testing efforts that have 
documented substantial disparities among house
holds with similar insurance risk factors, differing 
only in the racial composition of the neighborhoods 
in which they live. 

The President's Fair Housing Executive Order 
directed Federal agencies to address discrimina
tion in the property insurance industry by clarifying 
and strengthening fair housing enforcement 
guidelines. To implement this directive, HUD will 
issue regulations for the property insurance indus
try under Title VIII of the Fair Housing Act. To 
ensure that all voices are heard, HUD has held 
public meetings around the country and met with 
representatives of the property insurance industry, 
trade associations, homeowners, civil rights advo
cates, State insurance commissioners, community 
organizations, and many others. As with fair lend
ing, HUD will supplement testing for property insur
ance discrimination by State and local government 
agencies and nonprofit fair housing groups. 

Action 70: Voluntary Self-Enforcement and 
Affirmative ,\larkcting by ~lortgage Lending 
and Homeowners Insurance Industry 
Organizations 

The partnership should encourage voluntary 
commitments from industry groups and individual 
firms to fair lending and fair insurance practices 
through accords or statements of principles. 
Agreements of this type should be made not only 
by the complete array of institutions that engage in 
home mortgage lending, but also by companies 
that underwrite mortgage insurance, title insurance, 
and homeowners insurance (property, casualty, 
and hazard); by property appraisers and settlement 
companies; and by others that affect access to 
capital, credit, and insurance for homeownership. 
As an example, a voluntary fair lending commit
ment by a mortgage lender with the partnership 
could include: 

* Applying home mortgage underwriting stan
dards with as much flexibility as reasonably 
possible. 

* Administering second review programs to 
ensure that home mortgage underwriting stan
dards and available flexibility are applied in a 
nondiscriminatory manner. 

* Adopting reliable programs for self-monitoring 
and taking appropriate corrective actions when 
fair lending problems are discovered. 

* Engaging in community outreach and marketing 
to previously underserved groups. 

* LJsing best efforts to develop a workforce that 
reflects the cultural, racial, and ethnic diversity 
of the lender's market area. 

* Setting performance targets that will serve as 
benchmarks to indicate whether these best 
practices efforts have been successful. 

Voluntary best practices agreements by individual 
home mortgage lenders and lending industry asso
ciations offer an excellent road map for achieving 
the goal of all-time-high homeownership by the 



year 2000. For example, on September 14, 1994, 
HUD signed a Fair Lending-Best Practices 
Agreement with the Mortgage Bankers Association 
of America, which, with more than 3,000 members, 
is the Nation's largest organization of mortgage 
lenders. 

Action 71: .\ccess to Home ~1ortgagc Lcnding 
D,Wl 

The partnership should support Federal efforts to 
enhance local fair lending efforts by improving ac
cess to Home Mortgage Disclosure Act (HMDA) 
data. This information has not been easily acces
sible or usable for community-based and nonprofit 
organizations working to ensure implementation of 
fair lending practices. 

HUD, along with private foundations and other Fed
eral agencies, has computerized HMDA data and 
put this data online with other important public da
tabases containing information on home mortgage 
lending practices of private financial institutions, 
along with demographic characteristics about com
munities and housing markets these financial insti
tutions serve. Users will benefit from a variety of 
free services, including online access to databases 
through dialup and the Internet, technical support 
on database search and retrieval, and outreach 
and training for community groups. Users will also 
receive technical assistance and training in con
tacting and communicating with organizations that 
can help them use and interpret the HMDA data. 

l\ction 72: HcscClrcl1 on Fair Lending and 
Insurallcc ISSltCS 

The partnership should support additional research 
on the sources of discrimination in mortgage lend
ing and property insurance and ways in which 
these sources can be corrected to open markets 
and expand homeownership opportunities for 
underserved populations and communities. 

HUD is currently funding a major study of discrimi
nation issues in urban property insurance to 
increase understanding of potential solutions. 

• 

Increase Diversity in the Homeownership 
Delivery System 

STRATEGY: The partnership should promote 
diversity within the homeownership industry 
workforce as a means of improving outreach to 
underserved markets and expanding 
homeownership opportunities. 

Issues and Impediments: Racial and cultural 
differences present a number of obstacles for fami
lies seeking homeownership and for those in the 
homebuying industry trying to help them. Potential 
homeowners among underserved groups often find 
it difficult to relate to businesses and professionals 
that represent very different cultures, ways of 
communicating, and operating styles. In addition, 
many housing service providers frequently have 
difficulty understanding and communicating with 
potential clients and customers from diverse 
backgrounds. 

Promoting diversity at all levels within the home
buying industry can help overcome racial and 
cultural barriers to homeownership. Prospective 
homebuyers from underserved groups will be bet
ter able to interact with housing service providers, 
and the housing industry will be better able to 
adapt its practices and programs to the needs of 
underserved populations and communities. 

Action 73: :\1arkct R.eview of Lncierservcci 
Groups anci Communities 

Partners and their members should conduct a mar
ket review of traditionally underserved communities 
in their localities to determine the feasibility and 
benefits of increasing the number of minority pro
fessionals within their workforce to service those 
markets. 

Action 74: \\'orkplc\Cc Diversity in I Iiring and 
Promotion 

The partnership should encourage housing indus
try organizations to determine their current level of 
personnel diversity, increase their diversity through 
hiring and promotional efforts, where necessary, 



and provide educational seminars to highlight 
outreach activities both within the organization and 
in the communities served by the organization. 

Partners should also use market reviews of work
place diversity to create comprehensive plans 
for encouraging the entry of minorities into a 
broader range of positions as well as promoting 
the continued advancement of minorities within 
their organizations. 

The Minnesota Association of Hedltors initi
ated a program called the He,d Estate 
Minority Program (RE\1AP) to attract anei 
retain racial minority real estate brokers, 
salespeople, and ancillClfY salaried employ
ees in the rcal estelte t)usirwss. 

REMAP is a loan progrc1rYl designed to help 
raCial minority applicants who wisl1 to be
gin a career in real estate or related fields. 
The funds arc used tor prclicensing CcJI1C<1-
tion, licensing fees, and miscell,meous 
startup fees. 

Action 75: Research on rt1c HOl1lcowncrship 
Impacts of Diversity 

The partnership should support and conduct 
research on the potential benefits of workplace 
diversity in terms of expanding homeownership 
opportunities through greater sensitivity to and 
understanding of underserved populations and 
communities. 

Action 76: Mentoring Minority-Owned 
Homeownership Businesses 

The partnership should create and support 
mentoring programs that provide technical assis
tance to minority-owned businesses in the housing 
industry. The purpose of these mentoring relation
ships is to develop stronger ties between minorities 
and the mainstream housing industry and to facili
tate homeownership investment in underserved 
communities. 

The Minority Loan Officer UC\'e1opn 1t'111 
5clloo1 at the Center tor Fin,mci,11 Sllllii( 's III 

Fairfield, Connecticut, is ,I series of edIIC,I
tional sessions designed to imprm'c ser
vices to minority cmd undcrservecl groups 
tl1roUgl1 education and ciiw:rsificCltioll oi till 
lending workforce. 

The program. sponsored by ,\nwl'ic(\'s 
Community Bankers, is illtended tor em
ployees of member institutions im'o!\rcJ ill 
tile mortgage lending process WllO \ViHlt 10 
expand their skills in reaclling Cllitw,llly 
diverse groups. Tile sessions focus ()n ttw 
home mortgage loan interviewing cHH j 
processing functions: new business 
development through cummullit" OlllrCdcil 
strategies and ciesiglling loan products: 
loan unclerwriting, secondary rndrkct up
tions: as well as topics in conSUflwr dlld 
commercial lending. 

Increase Outreach to Underserved Groups 

STRATEGY: The partnership should increase 
outreach to promote homeownership opportu
nities among households traditionally excluded 
from the private homeownership market, includ
ing low- and moderate-income households, le
gal immigrants, families with children, young 
adults, people with disabilities, and ethnic and 
racial minorities. 

Issues and Impediments: Expanding 
homeownership opportunities should reduce 
the gaps that exist among different groups and 
communities. Groups that have historically lower 
homeownership rates include many people who 
can afford to own a home but are not aware of tne 
available opportunities, or who need special 
assistance to successfully make the transition from 
renter to owner. If these barriers can be overcome, 
homeownership will rise dramatically. 

As one example of the potential impacts on the 
housing market by prospective homeowners who 
are currently underserved, according to a recent 
report by the Harvard University Joint Center for 
Housing Studies, there would have been more than 
1.5 million additional home sales since 1990 if legal 



immigrants had been purchasing homes at the 
same rate as non-Hispanic white households. As 
another example, an additional 1.3 million native
born minority households would be homeowners 
today if they had purchased homes at the same 
rate as native-born non-Hispanic white households 
since 1990. 

Action 77: Marketing Homcowllcrsl1ip 
Products and Progrclflls in Foreign Languages 

The partnership should support the publication and 
dissemination of homeownership information in a 
wide variety of languages and in formats adapted 
to the needs of people with disabilities. Partners 
should also make available outreach and assis
tance programs, mortgage financing, home sales 
and settlement services, property inspections, 
homeowners insurance, property appraisals, home 
maintenance and repairs, and related activities in 
multiple languages and in other ways tailored to 
underserved groups and communities. 

Tllc N;:,tional Puerto Hiccm Coalition (NPHC) 
provides technical assistcH1ce to cornrllU
nity housing develormenr organizations 
(CHDOs) under a cooperative agreement 
witt) HUD. In 1994 l'\PHC 11clpecl local 
Latinos form a ncw Cf IDO to address tl1(' 
housing crisis facing the Puerto Rican and 
Mf'xican tarmworkcrs. !\ssist,1I1cf' offered 
inclucies: 

* Comprehensivc Spc1I1ish languclge home
ownersflip counseling explaining the 
rigllts ancl responsibilities of II0flJe

ownership in tlw United States and 110W 
tile USD/\ 502 program "vorks. 

* Coordination and implement<ltion of 
spanish-language 11orllcowncrs!lip tr<clin
ing sessions. 

* Provision of interpreting servin's for 
IlOrnebuyers during !lOme closings. 

* Followup witll qumterly Spcmisll l,m
gUdgC homeo\vncrsllip r('SIK)[)sibility 
training sessions tor new homeowners, 

Action 78: Tailoring Home Design and 
construction to Diverse Populations 

The partnership should encourage architects and 
homebuilders to develop nontraditional products 
such as large homes with in-law units for multigen
erational households and extended families, homes 
accessible to people with disabilities, and homes 
deSigned for elderly households. 

Action 79: Homcownership Models That Work 

The partnership should identify replicable local 
homeownership examples of models that work
and make the information available, either through 
a sourcebook or database, to mortgage lenders, 
real estate brokers, and nonprofit agencies-for 
use in designing effective and profitable programs 
for affirmative outreach and creative financing for 
underserved populations. HUD will publish one 
version of such a sourcebook, to be put together by 
representatives of many public and private housing 
organizations, as part of the development of the 
National Homeownership Strategy. Subsequent 
editions of the publication will be compiled by the 
partnership. 

Self-Help Enterprises in Visalia, California, 
creates affordable homeownership oppor
tunities for rural low-income farmworkers 
who live in seriously substandard, over
crowded rental housing, 

For the past 30 years, Self-Help Enterprises 
lias produced thousands of new and reha
bilitated homes using sweat eqUity. The 
group transfers skills, instills pride, and 
creates housing choices for people from 
previously unclerserved markets. 

With the homeowners doing construction 
work on their own homes, the sweat equity 
approach to producing low-cost housing 
lias created a stable community anel pro
vided a methoel of instilling pride and rc
sponsibility in homcowners!lip. 



Action 80: "One-Stop" Home Fillallcing 
Catalogue 

The partnership should compile a one-stop 
catalogue of home financing products, from both 
the public and private sectors, that are specially 
targeted to underserved populations and communi
ties. Federal agencies and national trade associa
tions should work with nonprofit and private sector 
partners at the local level to develop new user
friendly home financing products that are easy to 
understand and that meet the specific needs of 
targeted populations and communities. 



CHAPTER SEVEN 

HOMEOWNERSHIP EDUCATION) 
AND COUNSELING 

OVERVIEW 
Homeownership education and counseling play 
essential roles in expanding homeownership op
portunities for American homebuyers, particularly 
low- and moderate-income families and other 
underserved households. Counseling provides a 
critical link between first-time homeowners and an 
increasingly complex real estate industry, and it 
helps families gain access to mortgage financing. 
In addition, by educating households about the 
ongoing responsibilities of homeownership, coun
seling can help families maintain ownership of their 
homes over the long term. 

Homeownership education and counseling takes 
many forms. Services may include outreach to 
explain the homebuying process; information 
about the types of properties and financing avail
able to potential homebuyers; prepurchase coun
seling to help individual households overcome 
specific obstacles to homeownership; and 
postpurchase guidance to assist families in carry
ing out homeownership responsibilities such as 
maintenance and budgeting. Counseling also is 
often crucial in preventing or coping with mortgage 
loan delinquency and default. 

At times, homeownership counseling can be pro
vided effectively in group settings and may involve 
basic homebuying education; in many instances, 
however, more intensive one-on-one counseling 
may be needed to fully prepare the household for 
home purchase. 

To reach a record level of homeownership by the 
end of the century, education and counseling must 
become a more integral part of the home buying 
process for families having difficulty purchasing a 
home, especially low- and moderate-income and 
other underserved households. Homeownership 

counseling agencies, particularly nonprofit organi
zations, must be given the tools, both financial and 
technical, to carry out this mission successfully. 

Yet, the homeownership counseling industry is still 
in its adolescence. The partnership must increase 
the availability of quality counseling in all local 
markets and broaden the awareness among 
mortgage lenders, real estate professionals, 
government agencies, mortgage insurers, non
profit organizations, and other partners that 
homeownership education and counseling can 
make a profound difference. 

KEY PRINCIPLES 
The strategies and actions in this chapter reflect 
the following principles: 

* Education and counseling should serve the 
diversity of homebuyers and include outreach to 
underserved populations. 

* Homeownership counselors and trainers must 
be sensitive to and representative of the diver
sity of potential homebuyers in the communities 
they serve. 

* Education and counseling must reflect the full 
range of homebuyer needs-from initial out
reach and first-time homebuying to mortgage
default prevention. 

* Although education and counseling can help 
households at every income level, it should be 
an integral part of the homebuying process for 
low- and moderate-income and first-time 
homebuyers who require such assistance. 

* Local homeownership counseling provided by 
nonprofit organizations, mortgage lenders, real 
estate professionals, local governments, and 



others must be financially sustainable over the 
long run. 

* Real estate sales professionals, mortgage 
lenders, government agencies, nonprofit organi
zations, and other providers in the homebuying 
process must pool their resources to improve 
and expand homeownership education and 
counseling. 

* Comprehensive education and counseling 
should be available to all prospective and 
current homeowners, regardless of income. 

STRATEGIES 
There are three major strategies to expand 
homeownership opportunities through 
homeownership counseling and education: 

1. Improve the quality and effectiveness of 
homeownership education and counseling 
efforts. 

2. Develop a more predictable stream of funding 
and resources. 

3. Enhance coordination among local housing 
providers. 

The combined impact of these strategies can 
create a new paradigm among mortgage lenders 
and insurers, homebuilders, real estate brokers, 
nonprofit organizations, and government agencies 
to make homeownership counseling an integral 
component of the services made available at the 
local level to potential homebuyers. 

Improve the Quality, Consistency, and 
Effectiveness of Homeownership Education 
and Counseling Efforts 

STRATEGY: The partnership should analyze the 
current system for providing homeownership 
education and counseling and undertake a 
series of initiatives to improve the quality, con
sistency, and effectiveness of existing efforts. 

Issues and Impediments: Homeownership 
education and counseling is an emerging industry 
with increased involvement by home mortgage 
lenders, real estate professionals, local govern
ments, and nonprofit organizations. Although 
some organizations have considerable experience 
in providing information to potential homebuyers 
and helping families overcome obstacles to 
homeownership, many others, particularly nonprofit 
organizations, are relatively new and still learning. 
As a result, there is a lack of consistent quality in 
the counseling services these agencies provide. 

Comprehensive homeownership counseling 
requires a set of particular skills and knowledge. 
The counselor at the local level must be familiar 
with real estate issues, mortgage financing, per
sonal financial management, home maintenance, 
fair housing, consumer protection, and many other 
aspects of the homebuying process. Counselors 
must be able to help clients deal with economic 
difficulties and other problems that threaten 
homeownership. In addition, counselors must 
possess strong communications skills. The ability to 
overcome language and cultural barriers affecting 
homeownership is very important. 

Although some counselor training for nonprofit 
organizations is presently available from national 
nonprofit organizations such as the National Fed
eration of Housing Counselors, National Founda
tion of Consumer Credit Counselors, Neighborhood 
Reinvestment Corporation, ACORN, Habitat for 
Humanity International, and many others, there is 
no one curriculum or training program available to 
all nonprofit homeownership counseling agencies. 
Many local nonprofit counseling agencies-particu
larly those not affiliated with a national or regional 
nonprofit organization-receive no comprehensive 
training or curricula. 

The lack of standardization of homeownership 
education and counseling curriculums compounds 
the problem. Some counseling organizations spe
cialize in delivering a specific type of counseling. 
But even with highly focused counseling efforts, 



the techniques, terminology, written materials, 
and teaching methods used by homeownership 
counseling agencies vary greatly. 

Action 81 : National Institute for 
Homeownership Education and Counseling 

Given the vital need for a strong homeownership 
counseling industry, the partnership should 
support establishment of a National Institute for 
Homeownership Education and Counseling to 
promote greater consistency in this highly decen
tralized industry. Such a center would accelerate 
the learning process among all providers-public, 
private, and nonprofit. 

The Fannie Mae Foundation is currently spon
soring a feasibility study for such a center. The 
feasibility study will be used to determine how a 
center might: 

* Serve as a clearinghouse for homeownership 
materials, information, and consulting advice. 

* Sponsor and/or fund homeownership counselor 
training programs. 

* Conduct research into effective counseling 
approaches and potential new approaches. 

* Provide guidance to local groups in establishing 
coalitions with mortgage lenders and developing 
funding arrangements. 

HUD, national nonprofit organizations, real estate 
professionals, home mortgage lenders, and other 
members of the partnership are also exploring 
many of these issues. Fannie Mae will share the 
results of the feasibility study with members of 
the partnership and other organizations interested 
in training for homeownership education and 
counseling and will identify areas where partners 
can lend their support to this concept. 

Action 82: Federal Efforts to Build Local 
Homeownership Counseling Capacity 

Partners should work with HUD to enhance 
Federal efforts to build capacity among nonprofit 

homeownership counseling organizations. HUD 
has provided financial support for counseling 
activities for many years through the CDBG 
program and FHA's counseling program. However, 
funding for FHA counseling in the past has been 
very limited, and it emphasized mortgage default 
and delinquency counseling at the expense of 
prepurchase homeownership counseling. 

Hun lklS designcHC'CI betweet 1 750 and 
800 organizations as FHr\-approved 
homeownersllip counseling agencies. 
i\pprO\'ecl agencies arc cligit)le to apply 
for Feeleral financing. In fiscal year 1994, 
435 agencies recei\'(:xl approximately SD 
million in HUn funding. 

HUD has requested expanded budget appropria
tions to support prepurchase and postpurchase 
homeownership counseling. Increased funding 
would enable HUD to support aggressive, long 
overdue capacity-building efforts within the 
homeownership counseling industry. This capacity 
building could include such steps as improving 
counseling curriculums, producing comprehensive 
guidebooks and instructional materials, improving 
computer capabilities for counseling agencies, 
and conducting nationwide education and training 
for HUD-approved homeownership counseling 
agencies. 

Action 83: Research on Horneownership 
Education and Counseling 

The partnership should support further research by 
public and private entities regarding the effective
ness of local homeownership counseling efforts. 

Previous research on the effectiveness of 
homeownership counseling is extremely thin. 
Several studies focusing on postpurchase counsel
ing are dated and inconclusive. There are no 
known significant studies on the effectiveness of 
prepurchase counseling. 

HUD is working to strengthen the framework 
for future research on homeownership counseling, 
with a particular emphasis on prepurchase 



counseling. For example, HUD will try to define 
what constitutes a successful program. HUD also 
will identify data needs for evaluating programs. 
Research should be undertaken to explore the 
impacts of homeownership education on levels of 
homeownership and mortgage delinquency rates. 
In addition, research should assess the impacts of 
different forms of homeownership counseling, 
such as classroom versus one-on-one counseling, 
and intensive short-term counseling versus an 
extended series of sessions. 

T\vo- to four-unit properties are a substantial 
P,1[t of tlle !10using stock in many cities, 
providing critical affordable housing oppor
tunities not only to owners but also to rent
ers. Freddie Mac has conducted research 
within the home mortgage lending and non
profit housing industry to identify the most 
effective training methods that prepare 
homeowners to be successful landlords 
and property managers. In the spring of 
1995. a training manual will be introduced 
to assist lenders and counselors in qualify
ing potential homeowners who wish to 
purchase two- to four-unit properties. 

Action 84: Clearinghouse for Homeownership 
Education and Counseling 

To ensure that all homeownership education and 
counseling providers have comprehensive and 
timely information, members of the partnership 
should support establishment of a clearinghouse 
to disseminate homeownership counseling and 
education materials. 

[::ducation and counseling does not end 
will1 tl1C tlOme purchase. Habitat for 
Humanity International calls its counseling 
program "Nurturing." In addition to home
buyer counseling. Nurturing helps reCipi
ents with life issues such as renegotiating 
mortgage terms, finding employment, and 
dealing with financial and personal crises. 
Habitat for Humanity gives Nurturing credit 
for its low mortgage-delinquency rate of 
I('ss tl )ar) I percent. 

The clearinghouse could compile available 
counseling manuals and other materials from 
nonprofit organizations, lending institutions, private 
mortgage insurers, secondary mortgage market 
purchasers, and other relevant organizations to 
develop "best practice" models, documents, forms, 
and manuals, and determine the best methodology 
for making this information accessible to interested 
parties. 

In determining the role that a clearinghouse should 
play, members of the partnership should consider 
the aforementioned homeownership counseling 
plans being undertaken by HUD and the feasibility 
study being conducted by Fannie Mae, as well as 
the information dissemination activities already 
being performed by various national nonprofit and 
private sector organizations. 

Action 85: Curriculum Development for 
Homeownership Education and Counseling 
Given the lack of agreement among providers on 
the essential elements of homeownership educa
tion and counseling, the partnership should work 
collaboratively to foster housing industry consen
sus on topics to be covered in training. 

Operation Impact of St. Louis is working 
with the St. Louis Community Development 
Agency to create an Interactive Multimedia 
Training System. The system uses text, 
video. audio, and quantitative information 
to provide counseling in understandable 
modules. 

Coast Federal Bank of Los Angeles has 
produced homebuyer videotapes and a 
House Hunting Guide. The House Hunting 
Guide contains checklists for homebuyers, 
a chart for determining monthly payments, 
and a glossary of real estate terms. 

Chattanooga Neighborhood Enterprise 
(CNE). Inc. teaches a prepurchase course 
called FasTrak©. CNE developed the 
FasTrok© curriculum based on materials 
already in print and in consultation with 
local experts at tt1e University of Tennessee 
and in social service agencies. 



Homeownership education and counseling 
should include the full range of topics essential 
to understanding the process of selecting and 
employing real estate professionals, attorneys, 
and other agents; selecting and obtaining a mort
gage loan; and the full costs and responsibilities of 
maintaining a home. At a minimum standardized 
homeownership education should include separate 
modules and training materials for general educa
tion and outreach and prepurchase, postpurchase, 
and delinquency intervention counseling. Any 
standardized curriculum should incorporate 
innovative courses and materials that have been 
developed by local counseling agencies throughout 
the country. 

The purpose of this effort is not to produce a set 
of homogenous training materials. Different ap
proaches and levels of detail are appropriate for 
different audiences. In all cases, however, efforts 
should be made to ensure that written manuals 
and reference materials are easy to understand 
and thorough, reflecting the best of existing 
homeownership counseling training materials. 

Action 86: Training and Accreditation for 
Homeownership Education and Counseling 

Although a nation<:-ll Ilomeo'vvncrsllip COUI1-
seling center docs not currently exist. iJ 

number of nonprofit icm<l tor-profit firms 
currently offer counseling training work
shops on c~ ncl1ional leH~1. Por C'xcHllple. 
Housing Services of ,-\mericii. based in 
washington. D.C .. offers c1 2-cla) cornpre
hensive counseling worksllOp. In tl w past 
3 years, Illis training IldS reacllCci more 
than 1,500 counseling providers-illcluding 
staff of local lenders and non-profits and 
for-profit organizations. 

Once a counseling training curriculum has been 
developed, the partnership should develop a 
training mechanism to reach local homeownership 
education and counseling agencies. Partners 
should also determine whether the training 
should be conducted by a national education 
and counseling training institute or by multiple train
ing providers. 

At a minimum, however, training should cover the 
following: 

* Sessions on outreach, general education, 
prepurchase, postpurchase, and delinquency
intervention counseling. 

* Skills in communicating effectively in a group 
and a person-to-person setting. 

* Information on the needs of underserved 
populations. 

* Ongoing instruction, that is, education of local 
counselors must include updates and refresher 
workshops. 

In addition to the above, members of the partner
ship should discuss the feasibility of establishing 
a certification program. The objective would be to 
establish an accreditation program that is broadly 
recognized and valued within the housing industry. 
Certification should be granted only to prospective 
homebuyers who complete the course work 
and pass tests substantiating their grasp of the 
material. 

TIK' 0iC1tionc11 Foundatiun for COllSUmC] 
Cwciit's Consumer Creclil Counseling Sc']
\'ice offers a certification program to Ctlsure 
the professionc11 quality of its cOlHlsclms. 
To become certified. counselors n lUSt 11<l\'(' 
mel a minimum requirement of 3.000 IHJurs 
of nonprofit consumer creciit counseling 
Counselors must also pass cxtcnsi\(' ('\;
amirkltions. To rernain certified. COLl1IS( 'I( Irs 
must submit annuill cio('umentdtioll of 
continuing eciucation cmci professi()nal 
(lc~\'elopn lent. 

Over the long term, members of the partnership, 
including HUD, secondary mortgage market inves
tors, conventional mortgage lenders, private 
mortgage insurers, and others, should consider 
counseling agency accreditation as a prerequisite 
to providing funding support to homeownership 
education and counseling agencies. However, 
given the legal issues related to State regulations 
and licensing of professionals, more research in 
this area is needed. 



Action 87: Cuiturdl Sensitivity and Diversity in 
Homeownersllip Education and Counseling 

Even smnll-scnlc efforts CCln Ilil\'(' d mCcH1-
ingful impelC!. Pcople's Bank in Bririgeport, 
Connecticut. cil'\'clopcci el Ilomeownersllip 
counseling course tor IOCell Spemisil-speelk
ing resicients, Tile course was presentcd 
by industry professioflclls to 3(j resicients in 
,1 series of H scmillilfS, Peoplc's HiHlk tri1flS
lelled the sessions {lmi pro\'idcd indi\'idu,il 
C011I1Sf'ling, People's B,lllk ,,!Iso provided its 
()\vn training rml1criclls, writtcll ill SpeUlisll. 
I 'annie Mac's Sp,lnisil \'(~rsi()n 01 tlK' (illh /1' 
to I 1nJ)l C() ((II wrsllip WeiS 211so used, Tile 
sessions were successful in hrczlking down 
the language barrier to IIOllleO\\'ncrsilip: in 
just (j montlls following tile sClnilwrs, 4 out 
ot I () t,HrlilicS had purcilClseci homes, 

Because language and cultural barriers often 
hinder homeownership opportunities for low- and 
moderate-income households, the partnership 
should work to increase cultural sensitivity and di
versity in the homeownership counseling industry. 
For example, the partnership should ensure that 
the approved training curriculum has the flexibility 
to respond to the needs of underserved house
holds, including low-income families, persons of 
color, ethnic minorities, households headed by 
females, and recent immigrants. The partnership 
should also ensure that training materials are 
widely available in Spanish and other languages. 
In addition, partners should work together to 
enhance employee diversity within local education 
and counseling organizations. 

Action 88: Education on Altcrnativc Forms 
of Homcowncrship 

Partners should collect and disseminate informa
tion on alternative forms of homeownership, 
including the legal, financial, and management 
issues associated with: 

* Cooperative housing, where members of a 
cooperative organization purchase shares of 
stock that entitle them to membership in the 
cooperative and give them the right to occupy 
a housing unit. 

* Mutual housing, which is owned and managed 
by a corporate entity, generally a nonprofit 
association, where residents become voting 
members of the association. 

* Lease-purchase programs, which allow renters 
to apply a portion of their rent payment to the 
cost of purchasing their residence. 

* Condominium ownership, which provides fee
simple title to the residential unit and a specified 
share of the building and land. 

* Community land trusts, which involve owning a 
residential building and improvements to the 
property, with a long-term lease of the land from 
the owner, generally a nonprofit organization. 

The Boston Fivc Cents Savings Bnnk used 
a subsidy from the i-'ccieral I lome Loan 
Bank of Boston to provide gap finnncing for 
50 cooperative townhouses and ciuplexes 
for households earning less th2m CiO per
cent of tllC area median income, 

TI1e' Louisville Housing Services Corporn
tion (LHS), a nonprofit subSidiary of tile 
Housing ;,\uthority of Louisville, used Fed
ernl funds to COIl\'crt two public housing 
cievelopments into 258 condominium units 
for purctl(lsc by public housing residents 
and other low-income feunilies, L1IS pro
vided low-interest mortgage financing for 
purcflClsers and invested tile proceeds in 
cJevelopnlf'nt of additiollal low-income 
florncownerstlip projects, 

L'sing a S200,OOO adv2111ce suhsidized by 
tile ;\ffordable ~ lousing Progrmn from the 
Federal I-lome Loan Bcmk of Boston, 
Cl1urcI1 Community Housing Corporation 
(CCHC) of Newport, Rhode Island, pur
cilaseci anci reil<lf>i1itatcd three singlc-family 
homes, CCHC sold tlK' homes to fmnilies 
Witll incomes txc:low 1'30 percent of the met
ropolitan mea's meciian incornc, CO IC 
maintains a 99-year ground lease to ensure 
the continued afforcidl)ility of tile units, 

The intended audience would include housing 
developers, mortgage lenders, residential property 
management agents, and homebuyers. Alternative 



homeownership forms such as those cited above 
can benefit households that otherwise may not be 
able to own their homes. 

Develop a Steady Stream of Funding for 
Homeownership Counseling Providers 

STRATEG Y: In order for nonprofit home
ownership education and counseling to 
become an integral part of the homebuying 
process, dependable and adequate sources of 
long-term funding must be established. 

Issues and Impediments: One of the most 
important prerequisites to building homeownership 
counseling capacity is finding a stable source of 
revenue to support counseling efforts. For most 
nonprofit counseling providers, funding to pay for 
qualified staff and other administrative costs is 
extremely limited. Although client fees can cover 
some of the costs, homeownership counseling pro
viders must depend on other sources of revenue
government, foundations, private sector, and 
transaction-based-to support their operations. 
For many community-based nonprofit organiza
tions, seeking funding for operational needs can 
seem like a fUll-time occupation leaving less time 
for clients. 

Funding for homeownership counseling activities 
historically has come predominantly from public 
sources, such as CDBG funding from a locality or 
directly from HUD. But to the extent that counseling 
can deliver many new business prospects to 
realtors, lenders, homebuilders, utility companies, 
and others, a more systematic process of funding 
homeownership counseling services that involves 
funding from the private sector should be encour
aged. Obtaining funding support will be more 
effective once the quality and consistency of local 
counseling efforts can be improved through the 
steps described in this chapter. 

Action 89: TclSk Force on Long-Term Funding 
of HOnW()wnership Counseling 

Members of the partnership, including mortgage 
lenders, secondary mortgage market representa-

• 

tives, real estate sales professionals, private 
mortgage insurers, HUD, national nonprofit organi
zations, and others should establish a task force to 
develop a viable plan for long-term funding of non
profit homeownership counseling efforts. The task 
force should draw upon the recommendations of 
Fannie Mae's feasibility study, HUD-FHA single
family education and counseling reports, and data 
provided by national nonprofit organizations in
volved in counseling efforts. Sources of potential 
funds include Federal grants, the use of home 
sales transaction fees, as well as other private 
and nonprofit contributions to financially support 
homeownership counseling efforts. This partner
ship task force should develop a series of recom
mendations to be shared with all the members 
of the partnership within 6 months of their first 
meeting. 

The DuPage I-lomeo\Vrwrst1ip Center is a 
nonprofit organization in Wl1ciiton. Illinois. 
tt1cH unites all sectors of the housing indus
try to firkHlct' comprctll'nSiH' 110mebuycr 
outreach and education. The center is 
funded by its merniK"rs-4R home mort
gage lenders, tlK" DuPage Association of 
Realtors. metropolitan area corporations. 
private foundations. and SOCial service 
agencies. The center Ims a full-lime slaff 
wt10 conduct needs assessrYwnts. affirma
tive outreacI1 efforts. homd)uyer serninars, 
credit education seminars. cmel individual 
counseling. Tl1e center serves as a bridge 
between potential homebuycrs and t10US
ing service providers. hclping families over
come impediments and utilize available 
services to acl1icvc 11omcownership. 

Action go: Nonprofit Business Planning for 
Homeownership Counseling Organizations 

Because some nonprofit organizations lack the 
business expertise to secure adequate funding for 
their homeownership education and counseling 
efforts, the partnership should develop guidance 
materials and training workshops that focus on 
nonprofit business planning, fundraising methods, 
and establishing sound management, accounting, 
and budgeting systems. 



ActiOI) 91 : Hl:O Allocation of Counseling 
Funds 

The partnership should coordinate local home
ownership counseling funding with HUD's counsel
ing budget and encourage revisions in HUD's 
process for allocating counseling funds. Subject 
to adequate budget appropriations, HUD should 
overhaul its current system of funding local non
profit counseling agencies. In the past FHA has 
allocated counseling funds based on the number 
of households assisted, which has created inappro
priate incentives for the counseling agencies. 

HUD's funding allocation system for future years 
should take into consideration the capacity-building 
needs of local nonprofit counseling agencies. As an 
incentive for counseling providers to expand their 
revenue sources, HUD should consider working 
more closely with national and regional nonprofit 
counseling providers and allocating all or a portion 
of its counseling grants on a matching-funds basis. 

Enhance Coordination of Local Efforts 

STRATEGY: The partnership should foster 
greater cooperation between the real estate and 
lending communities at the local level and 
homeownership education and counseling 
providers. 

Issues and Impediments: There are literally 
thousands of public, private, and nonprofit organi
zations that provide homeownership education and 
counseling at the local level. Yet, many participants 
in the homebuying process do not fully understand 
the benefits that can be derived from such assis
tance. Greater national and local efforts must be 
undertaken to demonstrate the value of counseling. 

Last October a widely representative group of pub
lic, nonprofit, and private sector homeownership 
education and counseling organizations met with 
HUD to discuss the current status and future needs 
of FHA's counseling program. There was general 
agreement among the participants that many 

• 

realtors and lenders do not adequately understand 
homeownership counseling, perceive counseling 
as unnecessarily slowing down the mortgage 
qualifying process, and lack confidence in nonprofit 
counseling providers. 

If counseling is to become an integral part of the 
homebuying process for millions of American 
families, it is important to dispel the misperception 
that homeownership counseling is not cost effec
tive. Homeownership counselors must be seen 
as part of a local partnership, with the common 
goal of assisting more households to qualify for and 
sustain homeownership. 

Action 92: Showcasing Successful 
Collaborative Homcowners/lip COllnseling 
Programs 

The partnership should develop a brief guidebook 
and one or more videos highlighting successful 
local homeownership counseling programs. There 
should be several versions available of the guide
book and video: one designed specifically for local 
home mortgage lenders, another for real estate 
professionals and homebuilders, and another for 
nonprofit groups and local government agencies 
who work in this field. These materials should 
emphasize the merits of public-private collaboration 
and the business-related benefits that can 
accrue from such counseling efforts, including 
increased mortgage lending volume, expanded 
home sales markets, Community Reinvestment Act 
credit for lenders, and other economic incentives. 

Action 93: Local Homcowncrsl1ip Counseling 
Roundtables 

Members of the partnership representing real 
estate professionals, home mortgage lenders, 
nonprofit organizations, and government agencies 
should investigate the feasibility of sponsoring local 
group facilitations or roundtable discussions con
cerning the integration of homeownership educa
tion and counseling into the homebuying process. 
Homeowners, including low-income homeowners, 



should actively participate in these roundtable 
discussions. The discussions should include 
services to be provided, referrals, timeliness of 
counseling, fee structures, communications link
ages, and technical information sharing. Most 
importantly, these facilitated sessions should dispel 
the many myths about homeownership counseling 
and help build lasting bridges between the private 
sector and nonprofit counseling agencies. 

• 



CHAPTER EIGHT 

RAISING AWARENESS 

OVERVIEW 
One major component of the new National 
Homeownership Strategy-to increase American 
homeownership to a record high by the year 2000-
is a long-term public education campaign. This 
nonpartisan educational, informational, and promo
tional effort should be undertaken by representatives 
of every major element of the homeownership 
community: home mortgage lenders, government 
agencies, nonprofit groups, and housing providers. 
Participating organizations should make a commit
ment to undertake individual activities designed to 
promote homeownership for the target markets they 
can reach most effectively. In addition, partners 
should work as part of the overall partnership to 
carry out specific national, regional, State, and 
local public information strategies. 

A public education and awareness campaign should 
focus on the population groups and geographic 
areas where the greatest success can be achieved. 
A nationwide increase in homeownership levels 
will most likely be achieved by developing useful 
information for and promoting the concepts to: 

* Families who pay substantial monthly rent but 
who believe homeownership is beyond their 
financial reach. 

* Potential first-time homebuyers, families with 
children, young adults, ethnic and racial minori
ties, and legal immigrants. 

* Families who can benefit from home mortgage 
insurance programs and other forms of home
ownership financing assistance from the public 
and private sectors. 

A public awareness campaign should also seek to 
accomplish the following: 

* Reestablish and promote homeownership as an 
achievable goal for extending the benefits of the 
American dream. 

* Highlight the importance of homeownership as 
an American value, and encourage homeowners 
and renters to get together and become involved 
in supporting the National Homeownership 
Strategy. 

* Reinvigorate the idea of increasing savings as 
an important component of homebuying and 
homeownership. 

* Identify what works: programs that successfully 
ensure that all potential homebuyers from 
diverse economic, ethnic, racial and cultural 
backgrounds are welcome in the homeownership 
process through a variety of innovative outreach, 
educational, and counseling programs. 

* Focus on inspirational success stories profiling 
individuals and families that have successfully 
overcome challenges and made the transition 
to homeownership. 

KEY PRINCIPLES 
The strategies and actions in this chapter reflect 
the following principles: 

* Homeownership can be increased by raising 
public awareness of the advantages to be 
gained and the opportunities available
particularly for young renters, racial and 
ethnic minorities, low- and moderate-income 
families, and families with children. 



* Many people who would otherwise not seek 
homeownership can be educated and encour
aged to become homeowners. 

* Homeownership is more available and can be 
more affordable than is commonly perceived, 
and this information should be communicated 
through outreach efforts. 

* Creating nationwide visibility for the National 
Homeownership Strategy can help the 
partnership reach the goal of all-time high 
homeownership in America by the end of 
the century. 

STRATEGIES 
There are two fundamental strategies for raising 
awareness and expanding opportunities: 

1. Increase homeownership awareness through 
public outreach. 

2. Expand homeownership opportunities through 
education initiatives. 

Increase Homeownership Awareness 
Through Public Outreach 

STRATEGY: The partnership should reach 
out to the general public, including targeted 
groups and communities, to raise awareness 
of homeownership opportunities. 

Issues and Impediments: Unlike earlier time peri
ods in our history, such as the 1950s and 1960s, 
homeownership as the American dream is too fre
quently viewed as out of reach, or not even pos
sible for a large segment of potential homeowners, 
primarily those with lower incomes, young adults 
and families, racial and ethnic minorities, and 
recent legal immigrants. 

Although the homebuilding, home sales, and home 
mortgage lending industries often engage in mar
keting and promotional activities, these efforts do 
not always produce the desired results for millions 
of American families. 

Instilling a can-do attitude among those renters 
who have given up on the American dream of 
homeownership will require a long-term approach, 
using both traditional and new techniques of 
education, awareness, and encouragement. 

Action ~4: Publicizing Horne()\vnership 
Opportunities and Achievenlcnts 

The partnership should undertake public outreach 
activities to promote homeownership opportunities 
for all Americans. Many partners have developed 
materials that focus on the psychological barriers 
to homeownership and the need to reach out to 
potential homebuyers who feel that owning a home 
is not attainable. Rather than reinventing the 
wheel, the partnership should determine how 
existing materials can be used most effectively in 
their public outreach efforts. Activities under this 
initiative should include the following: 

* Public Service Messages-The partnership 
should initiate a national campaign of broad
casting public service messages on radio and 
television. These announcements supporting 
homeownership can feature notable public 
officials, business and civic leaders, sports and 
entertainment figures, or ordinary citizens de
scribing how they became homeowners. The 
National Advertising Council frequently lends 
its expertise to worthwhile campaigns, and 
the partnership should seek its assistance in 
designing and implementing a national home
ownership public awareness campaign. 

* National Homeownership Day-The partner
ship should establish an annual event such as 
a national homeownership day, week, or month 
to be coordinated among the partners, who 
would help sponsor and organize local, regional, 
State, and national events. 

* Homeownership Stamp-The partnership 
should ask the U.S. Postal Service to issue a 
homeownership stamp, which could be reissued 
each year. 



* Publicizing Success Stories-The partnership 
should actively publicize and promote success 
stories-including programs, initiatives, cam
paigns, and partnerships, as well as individuals 
and families who overcame obstacles and 
succeeded in making the transition to home
ownership-to maximize exposure of the posi
tive accomplishments through implementing 
the National Homeownership Strategy. This 
initiative could include producing and broadcast
ing a public television documentary series on 
homeownership success stories. 

* Countdown to Homeownership-The number of 
homeowners required to reach the 6-year goal, 
and the numbers who have become additional 
homeowners each year, can be displayed as 
part of a public countdown, updated each spring 
in conjunction with National Homeownership 
Day to keep the Strategy news-oriented and in 
the public eye. For example, to reach 8 million 
homeowners by the end of the year 2000, one 
homeowner would need to be added every 24 
seconds, 24 hours a day, 7 days a week, 365 
days a year. 

* Celebrating Anniversaries and Milestones-The 
partnership should celebrate and publicize key 
anniversaries, such as the 60th anniversary of 
the Federal Housing Administration (FHA) and 
the 50th anniversary of the GI Bill of Rights (VA) 
both of which occurred in 1994. In addition, the 
partnership should celebrate and publicize 
important milestones, such as every millionth 
homeowner or when the previous all-time high 
national homeownership rate of 65.6 percent is 
surpassed. 

* Consumer Education Literature-The 
partnership should publish and distribute 
consumer-oriented, educational information for 
homeowners and prospective homebuyers. This 
information can be distributed through mass 
mailing of brochures and newsletters by utility 
companies, credit card companies, and other 
large service firms that bill their customers. 

The Road to Home OwnerstlipS"i is a 
comprehensive buyer education package 
developed as part of United Guaranty's 
affordable housing initiative. The progmrn 
helps mortgage lenders of all sizes meet 
their internal affordable housing guidelines. 

The educational package guides potential 
borrowers through the necessar)' prepara
tions towards owning a home, including 
correcting past credit problems: looking for 
a house; applying for a mortgage; financial 
management of ttle mortgage commitment: 
and maintenance of the home. 

Action 95: Homeownership Site Visits 

Partners should make frequent site visits, 
accompanied by prominent people, homeowners, 
homebuyers, homebuilders, mortgage lenders, 
homeownership counselors, realtors, and many 
other actors in the process. Such visits should be 
used to gain publicity as part of a broader aware
ness campaign. These events should emphasize 
the people who benefit from homeownership 
programs, and some of them, carefully selected, 
should partiCipate in the site visits. This initiative 
will be particularly important in demonstrating the 
value of programs such as homeownership coun
seling or financing assistance. The homeowner 
families are the real benefiCiaries, and it is their 
determination and discipline to save and invest, 
act responsibly and succeed that enables these 
programs to make a difference. 

Action 96: Successful Transitions 
to Homeownership 

The partnership should emphasize successful 
transitions to homeownership among underserved 
households, including immigrant families, former 
public housing residents, and families who 
previously experienced unsafe and inadequate 
housing conditions. 

Inspiring transitions should receive local, State, 
and national publicity. In each case the role of 
homeownership counseling, public outreach, 



family services, special financing, technical 
assistance, and other forms of support should 
be highlighted as part of the success of genuine 
partnership efforts. 

I {omcwarci Bound. Inc .. 01 Phoenix. ,\ri
zona, is llsing <l I [OPE 3 grant to cic\'clop e1 
homf'ownersf1ip program modelled on thf' 
continuum-of-care concf'pt. 

Thf' Honwward H( lllt1e! progrcun uses (1 
lease-purctlaSf' mociel to allow Clc!cqllate 
tirne for families to he-corne financially. 
emotionally. Clnd leg(~lly stahle prior to tak
illg on I )omco\'\'l)crstlip rcsponsilJilities. 
Counsf'iing (ir1<i tr(lining arc diso pro\'idcd 
[)y the /\rizona Housing Trust Fund, Bank 
One. and tIle city 01 PI)ocnix. 

TIle Homcward Bound progrClm reccivcd 
the 1993 President's volunteer Action 
,\wclrd in lTcognition of outstanding incii
\'iduals and organizc1tio[)s cngagC'ci in 
\'olunteer community sf'rvicc. 

Expand Homeownership Opportunities 
Through Education Initiatives 

STRATEGY: The partnership should initiate 
and support broad-based and targeted 
educational programs to expand home
ownership opportunities. 

Issues and Impediments: Many people are not 
aware of the opportunities available to them for 
attaining homeownership or the steps to achieving 
the goal of owning a home. Educational programs 
can help teach and inform potential homebuyers 
and existing homeowners about methods of 
successfully becoming a homeowner and 
sustaining homeownership over the long term. 
Surveys and community research have consistently 
identified the lack of basic housing market 
knowledge as one of the principal reasons why 
many potential homeowners do not own their 
home. 

Action 97: Homeownership Educational 
Centers and Special Events 

The partnership should seek to educate the public 
about the benefits of and opportunities for home
ownership through established information centers 
as well as at special events. Activities that the 
partnership should undertake include: 

* Homeownership Centers-The partnership 
should help establish community-based 
homeownership centers-home stores-to 
provide counseling and information in cities 
and metropolitan areas. 

Homeownership education workshops 
were helei on July I I. 1994. at Olive-Harvey 
College on Chicago's far SOUtll side. Tllis 
event attracted more than I .000 persons. 

The workshops were sponsored [)y tile 
Neighborllood Housing Services of 
Chicago, Inc. Forty-three exhibitors were 
ff'aturcel Among the exhibitors were 
banks, mortgage companies. savings and 
loan associations. reai esteite brokers. 
government agencies, anei community 
organizations. The workshops were pro
vided in [loth Englisil and Spanish with 
programs on the mortgage process and 
personal credit. 

* Home Fairs-The partnership should sponsor 
home fairs, special events where members of 
the public can obtain comprehensive home
ownership information from a variety of housing 
industry and home financing providers. 

* High School and College Programs-The 
partnership should develop and promote 
homeownership, finance, and savings education 
courses and programs for high school and 
college students. 



Action 98: Educating Hornebuyers and 
Homeowners Through Technology 
and the Media 

The partnership should use the latest technology 
to reach a broad array of potential homeowners. 
Activities that the partnership should undertake 
include the following: 

* "News You Can Use" for Local Media-Small 
daily newspapers-as well as paid and free 
weekly newspapers-reach many potential 
homeowners. The partnership should provide 
"news you can use" information to these 
publications through both pard and free media 
and also to local radio and television news 
stations, including small stations and cable 
broadcasters. 

The HOPE-St. Louis Interactive Multimedia 
Training System is a unique component of 
"Operation Impact," in S1. Louis, Missouri. 
The System is primarily being established 
as a t10mebuyer counseling system. It is 
being produced with the Graphics Division 
of the St. Louis CDA .. 

The System combines text, video, audio 
and quantitative information in a broad 
array of modules that convey information 
in an understandable manner to potential 
homebuyers. 

* Computer Electronic Information-The 
partnership should utilize the information 
highway of computer-based methods to 
distribute information and ideas. These could 
include computer software programs or games 
designed to explain housing costs and other 
homeownership concepts and terminology. It 
could also include providing informative text that 
is distributed to thousands of local computer 
bulletin boards and to online computer services 
with millions of users. 

Action 99: Hornebuyer Access to 
Governn1ent-Owned Hornes 

The partnership should work to improve 
coordination among Federal agencies in selling 
government-owned and foreclosed homes to 
consumers, especially to low- and moderate
income first-time homebuyers. Federal agencies, 
including HUD, VA, the U.S. Department of 
Agriculture, Federal Deposit Insurance Corpor
ation, Resolution Trust Corporation, and Federal 
Housing Finance Board, should cooperate with 
Fannie Mae, Freddie Mac, the Federal Home 
Loan Bank System, and other key organizations 
such as State and local government agencies, 
public housing authorities, homeownership coun
seling providers, and nonprofit neighborhood hous
ing developers to improve outreach and access to 
government-owned properties. Effective actions 
can include joint databases that list all available 
homes from every Federal source, and training and 
employing homeownership counselors to explain 
homebuying opportunities to potential consumers. 

Action 100: Hcsearch Networks and 
Inforrnation Clearinghouses on 
HOlneO\Vncrship Data 

The partnership should closely track the national 
homeownership rate and other important data both 
nationwide and for targeted population groups and 
geographic areas, identifying key trends and using 
this data to publicize successes, monitor progress, 
and design homeownership policies and program 
strategies. 

The partnership should build a national information 
network with researchers from public and private 
organizations across the county. Performance of 
the National Homeownership Strategy should be 
carefully measured and widely publicized, and 
answers to question should be provided such as: 
How many homeowners are there now? How many 



will there be at any particular point in the future? 
How many more are we actually getting as we 
move forward? Essentiai data to track and 
publicize include: 

* Local and regional project successes, 
including housing starts and home sales, 
large-scale development projects that revitalize 
communities, and special subdivisions. 

* Local and regional demographic successes, 
including young first-time homebuyers, low- and 
moderate-income households, racial and ethnic 
minorities, families with children, legal 
immigrants, and other groups. 

* National, regional, State, and local economic 
successes, including increased jobs and 
investment through rising housing starts and 
home sales, savings from lower mortgage 
interest rates, and other indicators. 

* Performance measures, benchmarks, and 
numerical targets for important economic 
outputs such as single-family home mortgage 
loan production, and for key homeownership 
goals such as greater numbers of young 
families buying their first home. 

* Initiatives that make homeownership more 
affordable by reducing costs and by making 
financing more available. 



Costs of production and financing, 
including closing costs, to put housing 
prices within reach. 

pen Markets by reducing regulatory and 
discriminatory barriers. 

nd Opportunities through education, 
outreach, community strategies, 
telecommunications marketing, information, 
and technology. 

Exhibit 2 
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