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Introduction

This study was undertaken by James Wood at the request of the Utah Housing Coalition. The purpose of this
study was to estimate the economic impact generated by atfordable housing programs in 2012 on Utah’s
employment, earnings and tax revenues.

The development of affordable housing has many benefits for the Utah economy. First and foremost
increasing the affording homeownership and rental housing opportunities for Utah’s low and very low income
population. Safe, affordable housing is crucial to the economic well-being of low income houscholds. The
development of affordable housing also creates more economically stable neighborhoods, generates local
economic development, improves regional competitiveness by enhancing an employer’s ability to attract and
retain employees and produces additional jobs, earnings and taxes for the local economy. The impact of the
development of affordable housing on .employment, earnings and taxes is the subject of this study. In a single
year affordable housing programs generate millions of dollars in new construction and rehabilitation activity,
provide rental revenue to landlords and give down payment assistance to hundreds of households.

The Executive Summary provides the key findings of the study. Section I describes the methodology used to
derive the economic impacts of affordable housing programs on the Utah economy. Section II discusses the
economic impact by type of affordable housing program. Section I1I tallies the total economic impact by sector.
And Section IV discusses the fiscal impacts from the increase in employment and earnings attributable to
affordable housing programs.

There are a large number of federal, state and local agencies as well as non-profit organizations that patticipate
in affordable housing programs. All of the major participants were interviewed regarding their 2012 activity by
program type. Those interviewed were: Utah Housing Corporation, HUD, Rural Development, Olene Walker
Housing Trust Fund (State and Federal allocations), Utah Division of Community Development, Community
Development Corporation of Utah, Rural Community Assistance Corporation and Neighbor Works of Salt
Lake and Murray. This study relied on the cooperation of a significant number of individuals in these agencies
and organizations. Their experience and willingness to provide information on their respective programs was
essential for this work.
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Executive Summary

The economic impact of affordable housing programs is generated by the construction of new rental and owner
occupied units, rental assistance through a number of voucher programs, rehabilitation of existing units and a
variety of grants that assist low income households with their housing. The economic impacts, in terms of
employment, wages and state and local tax collections are summarized below.

Total Economic Impact
fThe total economic impacts includes direct, indirect and induced impacts created by the multiplier
effects (defined in methodology section). In 2012 the total economic impact generated by residential
construction, voucher payments to landlords, HUD’s capital and operating assistance programs for
housing authorities and miscellaneous grant program was 6,342 jobs and $182.8 million in earnings.
The total impact generated through the construction of new residential units, voucher payments to
landlords and operating assistance to housing authorities (real estate) is shown below:

Table 1
Employment and Earnings Impact of Affordable Housing Programs in Utah
2012
Initial Sector Employment* (?\erlil;f:)
Construction 4,230 $143.3
Real Estate 2,112 $39.5
Total 6,342 $182.8

* Includes full and part-time jobs.

Economic Impact by Sector

§The economic impact resulting from residential construction activity related to affordable housing
was 4,230 jobs and $143.3 million in earnings. This total impact is comprised of the direct impact and
the indirect and induced impacts. In 2012 the direct economic impact of new construction and
rehabilitation of affordable housing units in Utah was 2,004 jobs and $77.9 million in wages, which
accounted for 3.5 percent of all new residential construction in the state and 2.5 percent of the
employment and wages in the construction sector. The indirect and induced impacts created by direct
construction activity results in an additional 2,226 jobs and $65.4 million in wages for the Utah
economy.

fLandlords, whether private owners or public owners (housing authorities), receive considerable
revenue from a variety of affordable housing programs. The largest is HUD’s Section 8 Housing
Choice Voucher, which paid landlords $63.6 million in rental assistance in 2012. Two other HUD
rental assistance programs also provide considerable income for landlords; project based subsidy $47.1
million and Section 202 grants (senior assistance) $44.0 million. Other programs include Rural
Development’s rental assistance program, HUD’s operating and capital funds assistance to housing
authorities and competitive homeless funding. All of these programs provide landlords with revenue
to pay debt service and operate and maintain their units. In 2012, the $177.7 million in program
payments generated a total of 2,112 jobs and $39.5 million in earnings comprised of 1,300 direct jobs
and 812 indirect and induced jobs and $11.6 million in direct wages and $27.9 million in indirect and
induced wages.

Fiscal Impacts
Y/Another measure of economic impact is state and local taxes generated by the increase in earnings.
The estimated income, sales and property tax generated by affordable housing programs in 2012 was
$16.7 million. This estimate was derived by applying an effective state and local tax rate of 9.17% to
the $182.8 million in income generated by affordable housing programs.
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Affordable Housing Programs by Type

YIn 2012 there was an estimated $382.9 million in atfordable housing activity. New construction
accounted for the largest share with $190.3 million in value. Voucher and tenant base rental assistance
provided $170.1 million in assistance and operating and capital funds for housing authorities at $6.8

million Table 2.

Table 2
Funding for Affordable Housing by Program Type
Value %

(Millions) | Share
New Construction $190.3 49.7%
Vouchers, TBRA etc. $170.1 44.4%
Operating and Capital Funds $6.8 1.8%
Other $15.7 4.1%
Total $382.9 | 100.0%

Source: Interviews with agencies.
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I. Estimating Economic Impact Using RIMS II

The economic impact estimates presented in this study utilize a standard tool of regional economic impact
analysis known as the Regional Input-Output Modeling Systems (RIMS II). Developed by the Bureau of
Economic Analysis (BEA) of the U.S. Department of Commerce, RIMS 11 provides a 480-sector input-output
model of the Utah economy. This model tracks the flow of spending or input requirements through the Utah
economy. The model then infers the amount of output required from each industrial sector to satisfy a
company’s purchase requirements.

In the analysis the total impact of spending for construction, rehabilitation and assistance programs for
affordable housing includes direct, indirect and induced impacts. Direct impacts, for example, include
purchases made by construction firms from other businesses and purchases of construction labor from Utah
workers. Indirect impacts are the effects of secondary spending on the Utah economy. These indirect impacts
result from spending that occurs when Utah suppliers purchase additional requirements from yet other Utah
vendors. Indirect impacts also include “induced impacts.” Induced impacts occur when employees of a
construction company and employees of Utah companies that provide goods and services for construction of
new affordable housing spend their earnings on goods from other Utah vendors.

RIMS II models the relationship between direct, indirect and induced purchase requirements for each industrial
sector of the Utah economy. Given the direct purchases made by a construction company from specific
industrial sectors, RIMS II estimates the corresponding indirect and induced requirements from all other
sectors. The model then measures these requirements in terms of employment and earnings. The most recent
available RIMS II multipliers are 2010 multipliers. Therefore these multipliers were adjusted to 2012 by
deflating both the 2010 earnings and employment multipliers by five percent, which represents the change in
Consumer Price Index from 2010 to 2012 and improve productivity in the construction and real estate sectors.

The sum of the direct, indirect and induced requirements represents the total economic impact of affordable
housing expenditures (construction, rehabilitation, grants, etc.) in the Utah economy for 2012. The impacts
estimated with the RIMS II multipliers provide information about the activities under study, not about
alternative uses of resources.

Methodology and Assumptions

To accurately assess the economic impacts it was first necessary to identify the amount of expenditures in each
category of activity: new construction, rehabilitation, grants, capital and operating funds, etc. For example, all
affordable housing programs that provided assistance to new construction were reviewed. One of the most
significant programs is the Utah Housing Corporation’s FirstHome homebuyer programs. These programs
offer a 30-year fixed rate mortgage to qualifying low and moderate income households. The program provides
a financing mechanism which provides substantial down payment assistance to home buyers. According to
UHC this provision makes the program unique allowing home buyers who otherwise would be unable to qualify
for a mortgage the opportunity for homeownership. The underlying assumption is that without the down
payment assistance the new home would not have been financed and new construction would not have
occurred. It should be noted that only loans for new homes were considered, which amounted to only eight
percent of the activity in UHC’s homebuyer program in 2012.

Thus a critical assumption, which was applied to all new construction and rehabilitation, was:

(1) New construction and rehabilitation investment and expenditures would not have occurred
without the assistance of Utah Housing Corporation’s FirstHome, HomeAgain and Score programs.

The total value in new construction and rehabilitation is used in calculating economic impacts However, not
the entire project cost generates new construction activity. Part of the project cost is the purchase of land.
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Land transactions are transfers of assets that don’t generate economic impacts. Therefore, the cost of land was
“backed out” of the total project costs. In acquisition/rehab projects only the expenditures devoted to rehab
were used. Thus the following assumption:

(2) An adjusted project cost was used to calculate economic impacts. The adjusted cost is defined as
the project’s leveraged cost less cost of land or 85% of the total project cost.

A significant amount of affordable housing assistance is received in the form of voucher programs, projct
based assistance and RD vouchers. Vouchers, in effect, are payments to landlords.

(3) Vouchers are assumed to be payments to landlords for the operation and maintenance of rental
units.

The two sectors directly affected by affordable housing programs are construction and real estate. The new
construction of single-family and apartment units and rehabilitation of residential units obviously impacts the
residential construction sector. Vouchers, capital and operating grants represent payments to the real estate
sector. Bach sector has different economic impacts, which are reflected in their multipliers Table 3. As noted
these final demand multipliers (BEA RIMS II Multipliers) for Utah were adjusted to 2012.

Table 3
Final Demand Multipliers — 2012
(Per $1 Million)
Type of Activity Sector Final Demand Multipliers
Earnings Employment
Construction and Rehab. Construction 7538 19.47
Vouchers Real Estate 2226 11.87

Source: Bureau of Economic Analysis, U.S. Department of Commerce.

The final demand multiplier for each sector was applied to the value of construction, rehabilitation, voucher
payments, grants etc. For example, the final demand multiplier for employment in the construction sector is
19.47. The direct, indirect and induced employment impacts are derived by applying the final demand multiplier
to the value of construction activity. For example, if affordable housing programs generate $100 million in
construction activity then 1,947 total jobs (direct, indirect and induced) are created. In other words, for every
$1 million in construction activity 19.47 jobs are generated in the Utah economy.

To continue with the example, the final demand earnings multiplier is also applied to the $100 million in
construction activity to determine total direct, indirect and induced earnings. The $100 million is multiplied by
.7538 to derive total earnings, .7538 X $100 million = $75.38 million in total earnings. This is the total earnings
resulting from the creation of 1,947 new jobs.

To determine the direct jobs for the construction industry it was necessary to divide the number of total jobs
1,947 by the direct effect multiplier. The direct effect multipliers for Utah for each of the relevant sectors are
shown in Table 4. Direct effect multipliers are those multipliers most commonly referred to and familiar to
the general public.
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Table 4
Direct Effect Multipliers - 2012

Type of Activity Sector Direct Effect Multipliers
Earnings Employment
Construction and Rehab. Construction 1.8435 2.1108
Vouchers Real Estate 3.4123 1.6237

Source: Bureau of Economic Analysis, U.S. Department of Commerce.

In the example the total number of jobs generated from affordable housing programs was 1,947 for $100
million in construction activity. To derive the direct number of new construction jobs generated by the
affordable housing programs, 1,947 is divided by the construction sector’s direct effect multiplier of 2.11. This
yields 922 direct construction jobs from $100 million in construction activity. The indirect and induced jobs
created by the construction activity totals 1,025, or 1,947 less 922 = 1,025. A similar methodology is used to
derive the direct earnings impact for the construction sector. In the example again, the $75.38 million in
earnings is divided by the direct effect earnings multiplier for construction of 1.8435. This yields $40.9 million
in direct construction wages and $34.5 million in indirect and induced wages, $75.38 million less $40.9 million
= $34.5 million. The direct, indirect and induced multipliers for the real estate sector were derived using the
same methodology.

I1. Economic Impact by Type of Affordable Housing Program

Construction and Rehabilitation

In terms of value, the most significant affordable housing programs are those that stimulate new residential
construction and the rehabilitation of existing residential units. These programs resulted in $218.9 million of
construction activity in 2012, including the value of the land

Many of the organizations listed below often join together to develop a new affordable housing project. For
example, a new affordable apartment project could easily have three different participants involved in the
financing and development of the project: a non-profit developer, Olene Walker Housing Trust Fund and low
income housing tax credits. Consequently, care was taken to avoid double or triple counting the value of a
project. Since the greatest likelihood of double counting was with apartment projects, each apartment project
was identified to guarantee that it was used only once in the analysis. Thus, determining the unduplicated
adjusted project cost was the key task for the analysis of new construction and rehabilitation activity. For
example Olene Walker Housing Trust Fund activities concentrate on providing additional funding for low
income tax credit projects. The value of the assistance provided by the trust fund is accounted for, downstream,
in the development of the tax credit apartment project and the value of that project as reported by Utah Housing
Corporation.

There are seven entities or groups that participated in new construction or rehabilitation of residential units.
The list below identifies these groups and where applicable gives the major affordable housing programs used.
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List 1
Affordable Housing Organizations

Utab Housing Corporation
FirstHome Home Buyer
HomeAgain
Score
Low Income Housing Tax Credit
Private Activity Bond Program
Crown, Echo Homes
Rural Development
Mutual Self-Help
Direct Loan
Guaranteed Loans
Technical Assistance
Grants
515 Rural Rental Housing Program
HUD
HOME (entitlement cities)
CDBG (entitlement cities and small cities)
Section 8 Housing Choice Voucher
Section 202 Supportive Housing for Elderly
Section 811 Supportive Housing for People with
Disabilities
NeighborlV orks
Rehabilitation
Olene Walker Housing Trust Fund
Development of new and rehab of existing housing
Community Development Corporation of Utah
Rehabilitation
Non-Profit Developers and For Profit Developers
Use a mix of programs listed above

The estimated number of unduplicated new and rehabilitated units and the leveraged value of the related
construction activity is shown in Table 5.

Table 5
Affordable Housing Value and Units
Category Value Total
Millions | Units
Single Family $123.7 762
Multi-family $66.6 580
Total $190.3 | 1,342

Source: Bureau of Economic and Business Research, David Eccles School of
Business, University of Utah.
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The total construction activity, excluding the value of land, generated by atfordable housing programs was
$190.3 million. About one-third of the construction activity was for multifamily units with the remainder single
family construction. The construction sector’s final demand multiplier is applied to the $190.3 million to
determine the total earnings and employment impacts.

The final demand earnings multiplier is .7538, which means that 75 percent of the value of the construction
activity of $190.3 million ends up in direct, indirect and induced wages. Therefore applying the final demand
multiplier of .7538 to $190.3 results in an estimated $143.3 million in total earnings.

The construction sector’s final demand employment is .2226, which means for every million dollars of
construction activity 22 total direct, indirect and induced jobs are created. Therefore multiplying 190 ($190.3
million divided by $1 million) by 22 results in an estimate of 4,230 total jobs created by affordable housing
construction activity.

To determine the direct earnings and employment impacts for the construction sector the total impacts are
divided by the direct effect multipliers. The construction sector’s direct effect earnings multiplier is 1.84 and
the direct effect employment multiplier is 2.11.

$143.3 million divided by 1.84 = $77.9 in direct construction earnings
4,230 jobs divided by 2.11 = 2,004 direct construction jobs

The new building and rehabilitation activity generated by affordable housing represents about 2.5 percent of
employment and earnings in the construction sector.

The indirect and induced earnings and employment created by construction activity are derived by subtracting
the direct earnings and employment from the total employment and earnings impacts. This procedure results
in about $65.4 million in indirect and induced earnings and 2,226 in indirect and induced employment, see

Table 6.

Table 6
Direct, Indirect and Induced Impacts from Construction Activity

Impacts Earnings Employment
(million)

Direct $77.9 2,004

Indirect and Induced $65.4 2,226

Total $143.3 4,230

Source: Bureau of Economic and Business Research, David Eccles School of
Business, University of Utah.

Vouchers, Operating and Capital Funds

Affordable housing programs not only stimulate new construction and rehabilitation of existing units but also
provide an important source of revenue to private and public owners of affordable housing. The most
important revenue source for owners of property is HUD’s voucher and project based programs, which paid
property owners about $163 million in 2012. Rural Development’s rental assistance program provided another
$7.7 million in payments to landlords. The HUD and RD payments are used by property owners for the
operation, maintenance and debt service of their rental units.

In addition to vouchers HUD provides housing authorities with operating and capital funds, which are also
used to operate and manage affordable housing programs and units. These payments in 2012 amounted to
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$6.8 million in capital, competitive housing and emergency shelter funds. For the analysis, these operating and
capital funds were considered as similar to voucher payments.

Thus vouchers, rental assistance and operating and capital funds were all treated as payments to the real estate
sector. Therefore the final demand and direct effect multipliers for this sector were used to determine economic
impacts. These multipliers were applied to the $177.5 million in payments to the real estate sector; $170.7
million in vouchers and $6.8 million in capital and operating funds.

The final demand earnings multiplier for the real estate sector is .2226, which means that 22.2 percent of the
value of the payments $177.5 million to real estate ends up in direct, indirect and induced wages. Therefore
applying the final demand multiplier of .2226 to $177.5 million results in an estimated $39.5 million in total
earnings.

The real estate sector’s final demand employment multiplier is 11.9, which means for every one million dollars
of real estate operation and maintenance 11.9 direct, indirect and induced jobs are created. Therefore
multiplying 177.5 ($177.5 million divided by $1 million) by 11.9 results in an estimate of 2,112 total jobs created
by affordable housing construction activity.

To determine the direct earnings and employment impacts for the real estate sector the total impacts are divided
by the direct effect multipliers. The real estate sector’s direct effect earnings multiplier is 3.4123 and the direct
effect employment multiplier is 1.6237.

$39.5 million divided by 3.4123 = $11.6 in direct real estate wages
2,112 jobs divided by 1.6237 = 1,300 direct real estate jobs

The indirect and induced earnings and employment created by construction activity are derived by subtracting
the direct earnings and employment from the total employment and earnings impacts, which results in $27.9
million in indirect and induced earnings and 812 indirect and induced jobs, see Table 7.

Table 7
Direct, Indirect and Induced Impacts from Payments to Real Estate

Impacts Earnings Employment
(million)

Direct $11.6 1,300

Indirect and Induced $27.9 812

Total $39.5 2,112

Source: Bureau of Economic and Business Research, David Eccles School of
Business, University of Utah.

Down Payment Assistance Programs

Several affordable housing programs provide down payment assistance to moderate and low income
households. The value of the down payment assistance programs was capture in either the construction analysis
or inclusion of program, e.g. HOME activities. This was necessary since the exact amount of the down payment
assistance was not available.
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I1I. Total Impact of Affordable Housing Programs

The total impact of affordable housing programs measures the combined direct, indirect and induced impacts
generated by new construction, rehabilitation, capital and operating funding and down payment assistance.
The direct impacts begin in the construction, real estate and households sectors and then spread throughout
the economy in rounds of secondary and tertiary spending.

In 2012, the total economic impact of affordable housing programs on the Utah economy was $182.8 million
in earnings and 6,342 jobs Table 8. Affordable housing programs resulted in the new construction of 1,342
housing units in 2012, Forty-three percent or 580 of the new units were rentals while 762 units were new
single-family homes.

Affordable housing programs affecting the construction sector have the most significant impact on the Utah
economy creating some 4,230 new full-time jobs and generated $143.3 million in income. The impact on the
real estate sector is considerably smaller in terms of earnings, generating only $39.5 million in earnings. This
relatively low earnings result is due to the very low final demand multiplier for real estate of only .2220; i.e. thus
a dollar paid to landlords in rental assistance generates only $.22 cents in earning compared to $.75 cents in
total earnings generated by construction activity.

Table 8
Total Employment and Earnings Impacts of Affordable Housing Programs
Sector Employment Earnings
(Millions)
Construction 4,230 $143.3
Real Estate 2,112 $39.5
Total 6,342 $182.8

Source: Derived from BEA RIMS II Multipliers 2010.
IV. Fiscal Impacts of Affordable Housing Programs

Another measure of the economic importance of affordable housing programs is demonstrated by the fiscal
impacts they generate. Fiscal benefits arising from affordable housing programs in 2012 totaled $16.7 million
in state and local taxes. Tax revenues are generated by additional sales, property, income and license taxes paid
by households with earnings attributable to affordable housing programs.

In 2012 the total personal income in the state of Utah was $98.8 billion. The amount of taxes paid in 2012 by
Utah households was $9.0 billion, see Table 9 for detail of taxes paid in Utah. Therefore, state and local taxes
paid by households were 9.17 percent of total personal income.

Table 9
State and Local Taxes Paid in Utah — 2012
(thousands)

State and Local Taxes Taxes Paid
Property $2,550,889
Sales and gross receipts $3,498,446

General sales $2,441,482

Selective sales $1,056,984
Individual income $2,298,220
Other taxes $709,569
Total $9,057,134

Source: State and Local Government Finances, U.S. Census Bureau.
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Applying 9.17 percent to the total household earnings attributable to affordable housing programs will yield
the state and local tax revenue impact. The earnings from affordable housing programs were estimated in
Section III to be $182.3 million. These earnings include direct, indirect and induced earnings. Applying the
9.17 percent rate to the $182.3 million in taxes yields tax revenues of $16.7 million for state and local

governments due to the increased earnings generated by affordable housing programs in 2012.
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