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The author has been Secretary ofEconomic
Development for the Commonwealth of
Virginia since 1986; he leaves that posi
tion at the end ofJuly to become executi
director of the new Virginia World Trade
Council.

Assisting in the preparation of this ar
ticle were Jeffery K. Mitchell, special as
sistant, Office ofthe Secretary ofEconomic
Development; Cheri G. Whitlock, public in
formation officer, Department ofHousing
and Community Development; and Celia
A. McGuckian, assistant director ofpublic
relations, Virginia Housing Development
Authority.

The Wall Street Journal ran a double-page
advertisement on March 6, 1988 that read,
"In over 50 years of [presidential] cam
\)aigning, housing has never been a major
issue. In 1988, it should be." (Fannie Mae,
the Federal National Mortgage Associa
tion) That ad reflects a national trend to
ward concern over housing issues.

The federal government has continued
gradually to abdicate its role in housing.
Since 1986 federal housing assistance has
been reduced by over $15.7 billion. The
U.S. Department of Housing and Urban
Development's budget authority for as
sisted housing fell from $26.7 billion in
1980 to less than $10 billion in 1986.
Additional reductions in the production of
affordable housing have been caused by
restrictions placed on mortgage revenue
bonds and multifamily industrial develop
ment bonds, along with restrictions in the
Tax Reform Act of 1986.

Combined with this federal reduction of
housing programs and funds is the prob
lem ofaffordable housing. In Virginia since
1970, the price of a new home has risen
over 25 percent, and inflation-adjusted rents
have risen 20 percent. During the same
period, real median household income has
increased by only 7 percent. Virginia, like
the rest of the nation, is experiencing a
housing crisis.

This News Letter reviews the housing
situation in Virginia. After an overview of
the current status of housing, the article
summarizes the history of the Common
wealth's state housing policy. It concludes
by discussing the new Virginia Housing
Partnership Fund, a $47.5 million revolv
ing loan fund established by the 1988 Vir
ginia General Assembly.

OVERVIEW

During the decade of the 1980s, Virginia
has experienced unprecedented levels of
economic growth, accompanied by sub
stantial increase in population. The state has
successfully recruited new industries into
Virginia while fostering the growth of ex
isting ones.1

Tidewater, Central Virginia, and North
ern Virginia have had the greatest benefit
of this economic development, which has

1. The infonnation in this section has been adapted
from remarks made by the author before the House
of Delegates Appropriations and Senate Finance
committees during the 1988 session of the Virginia
General Assembly.

created over 50,000 jobs within the state in
the past two and a half years. Governor Ger
aId L. Baliles calls this region the 'Golden
Crescent'-that part of the state covered
by a line from Baltimore to Richmond to
Virginia Beach.

Virginians can expect to see continued
prosperity-but prosperity brings chal
lenges. A former secretary of state, John
Foster Dulles, noted, "the severest test that
can come to a people, [is] the test of pros
perity"; and many Virginians have found
themselves vulnerable to some of the ef
fects of our prosperity. Although its con
sequences are not all so visible as congested
highways or crowded streets, they are be
ginning to reveal themselves throughout the
Commonwealth. While the public has be
come more aware of the personal tragedy
caused by some aspects of the housing
problem, the economic impact is also great.

Housing is an integral part of our qual
ity of life, and it impacts on every aspect
of our economy. The price of housing, for
example, can directly affect the cost, and
even availability, of labor. Today in Vir
ginia home ownership is simply beyond the
means of too many Virginians. As many
as one-third of the families in some parts
of Virginia cannot afford to buy a median
priced home, which can cost, on the aver
age, $80,000 for a resale purchase and
$100,000 for new construction (see Figure
1). While some may think Virginia's hous
ing problems are confined to the poor, the
elderly, or the underprivileged, affordable
housing in Virginia is increasingly unavail
able to hardworking, income-producing
families as well.
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FIGURE 1.
Housing Affordability: Price of Single-Family Homes in Selected
Virginia Areas, 1982 and 1985

nearly 80,000 households still do not have
indoor plumbing, and many lack adequate
heating. While the Virginia Water Project,
Inc. in Roanoke has played an active role
in trying to correct this situation throughout
Virginia, much remains to be done.

SOURCE: Virginia Real Estate Center, 1983 and 1986.

The price of housing is also reflected in
the rent people pay. Low-cost renters face
the loss of significant numbers of units
through either condominium conversion or
demolition at a time when the percentage
of a tenant's income devoted to rent has
continued to rise. Nowhere is this more true
than in Northern Virginia, where the costs

of rents have risen significantly in the last
few years (see' Figure 2).

The housing crisis in Virginia is multi
faceted. Other important aspects of the
problem include the unavailability of ap
propriate accommodations and the short
age ofhousing appropriate to specific needs
of the elderly and disabled. And while in
adequate housing can have disastrous so
cial consequences, it has serious economic
implications as well. The housing crisis will
begin to impede the state's ability to sus
tain economic attractiveness and maintain
its growth pattern.

A situation last year at Lee Gardens in
Arlington illustrates well the impact of
housing on the work force-and on the
livelihood of business in Virginia. Lee
Gardens is a housing development under
going extensive renovation. As a result of
this renovation, the rates charged for rents
in some cases were going to double, forc
ing lower-income residents to abandon the
units in search of more affordable housing.
Not only were some Lee Gardens residents
faced with losing their housing, but also the
local businesses who depended upon these
residents for their labor force were faced
with losing a substantial portion of their
employees. (Numerous letters received
from area businesses, especially hotel and
motel owners, documented the potential
impact of this loss.)
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Nor is Virginia's housing problem con
fined simply to the issue of affordability in
our affluent areas; it is also an issue of
deficient housing in traditionally rural
areas. In a state whose prosperity is evident,
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FIGURE 2.
Housing Affordability: Average Monthly Rent for Three-Bedroom
Apartment in Selected Virginia Areas, 1981 and 1985
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In the Lee Gardens situation, state and
local government officials were able to
harness the resources of several different
groups to address the crisis (for which the
local officials are to be commended). But
this incident will be repeated across the
Commonwealth in increasingly accelerated
numbers. Basically, because ofrenovation,
lower-income units are being taken out of
the housing stock in Virginia. Since 1970
this phenomenon has resulted in over
26,000 units being removed from the Nor
thern Virginia housing stock alone.

The Commonwealth cannot duplicate
every federal program and replace every
federal dollar that was formerly devoted to
housing (see Figure 3). The state has, how
ever, recognized its responsibility for pro
grammatic and financial leadership to meet
the current housing crisis. Leading the state
housing effort are two agencies in the
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TABLE 1.
Virginia Housing Partnership Act

Target Population: Elderly and disabled
persons.

Funding: Low-interest and deferred loans.

Program Fiscal Year 1989 Fiscal Year 1990

Emergency Home Repair

Revolving Loan Programs

Transitional & SRO Housing
Congregate & Disabled Housing
Single-Family Rehabilitation
Multi-Family Rehabilitation
Multi- & Single-Family Production

$ 4,240,000 GF $20,000,000 OF
$20,000,000 NGF 0

Program: Grants for emergency home
repairs.

Target Population: Elderly or disabled
persons with incomes less than 50 percent
of the median adjusted gross income.

$ 1,350,000 OF $ 1,350,000 OFGrant Programs

Shelter Expansion
Emergency Home Repair
Seed Funds for Nonprofit Organizations

Administration $ 280,000 GF $ 2809,000 OF

Funding: The state will fund 50 percent of
the cost, up to $500 per unit.

Migrant and Seasonal Farm Worker
Housing

NOTE: GF =general funds; NGF =nongeneral funds.
Program: To construct or upgrade units and
increase grower awareness.

policies, and procedures; solicit and screen
applications; and detennine conditions of
loans. Applications for grants from the
Housing Partnership Fund are currently
being accepted by the DHCD. The agency
expects to make its first loans from the fund
in January 1989. The VHDA will manage
the fund, close and service loans, and pro
vide financial counsel to DHCD.

The fund includes eight different indi
vidual programs, which have been designed
to insure maximum participation of state,
local, private, and nonprofit entities. The
success of these programs will rest in the
ability of all th se groups to cooperate and
address collectively the challenges of the
housing situation in Virginia. Here is a brief
description of each of the fund's programs.

Single-Family Home Rehabilitation

Program: Low-interest loan grants to re
habilitate units.

Target Population: Home owners who
need either complete plumbing facilities or
major repairs and who have incomes at or
below 80 percent of the median adjusted
gross income.

Funding: The state will provide up to
$20,000.

Multi-Family and Single-Family
Production

Program: Loans, secured by a second deed
of trust, to sponsors of multi-family and
single-family units.

Target Population: Developments serving
low-income families with incomes less than
60 percent of the median adjusted gross
income.

Funding: Low-interest loans.

Housing for the Homeless

Program: To expand shelter capacity and
transitional and single-room occupancy
facilities.

Target Population: Homeless with incomes
Jess than 25 percent of the median adjusted
gross income.

Funding: Grants for nonprofit shelters and
single-room occupancy (SRO) facilities.

Congregate and Disabled Housing

Program: To expand the number of avail
able beds for congregate and disabled
housing.

Target Population: The more than 7,000
migrant fann workers that come to Virginia
each year to harvest farm crops.

Funding: Low-interest loans or grant funds
of $500.

Multi-Family Rehabilitation

Program: To protect existing housing stock
by assistance to lower the costs of financ
ing renovations of multi-family housing
developments.

Target Population: Multi-family housing
developments serving low- and moderate
income household.

Funding: Loans from $10,000-$15,000 per
unit, with stipulations that rents cannot in
crease initial1y.

Seed Funds for Nonprofit Housing
Groups

Program: To establish new nonprofit
housing groups.

Target Population: Areas of the state where
no housing delivery organization exists and
housing is in poor condition.

Funding: Grants to be matched by local
money.



By allocating $45 million from agency
reserves, the VHDA created a flexible re
volving loan pool with which other public
funds, tax incentives, and inkind contri
butions could be leveraged.

To ensure that all Virginians were fully
aware ofboth the fund and the state's hous
ing needs, the VHDA held seven public
information sessions around the Common
wealth in the spring of 1987. In order not
to limit potential uses of the fund, the
VHDA encouraged applications without
limiting the types ofprojects that would be
accepted. Over two hundred program pro
posals were received for projects totalling
over $296 million.

As a result of this substantial amount of
public input, the VHDA separated the fund
into ten separate categories of loans, and
to date nearly $37 million has been assigned
to these seven categories. Over $2 million
has already been committed to several proj
ects, and a number of additional commit
ments are anticipated during the remain
der of this year.

DEPARTMENT OF HOUSING AND
COMMUNITY DEVELOPMENT

Virginia's Department of Housing and
Community Development is currently or
ganized into three divisions: (1) administra
tion, (2) housing and community services,
and (3) building regulatory services.

The DHCD does not directly produce
housing units. Many programs are aimed
at preserving the existing housing stock
since it is less costly to maintain than to
create new housing. The department helps
communities help themselves by bringing
together various housing-related activities.
For example, suppose a community devel
opment block grant is awarded to a local
ity to rehabilitate poor housing. The DHCD
will coordinate the effort so that qualified,
low-income local residents will be hired to
do the work, thus creating employment op
portunities, and local businesses will be
used for supplies, thus stimulating the lo
cal economy. Local building inspectors will
then make sure the completed work meets
Virginia's building codes so that it is safe
and durable.

In 1987 the state appropriated $400,000
in general funds for housing the homeless.
These funds represented the department's
first major nonregulatory housing program.
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The DHCD developed and administered the
resulting State Emergency Shelter Support
Program, which maintained the availabil
ity of over 950 shelter beds for the home
less. Along with these funds the department
also distributed $164,000 in federal grants
through the Emergency Shelter Grants
Program, which created an additional 154
emergency beds.

The department also administers the
Small Cities Community Development
Block Grants, which are competitively
awarded to communities for a variety of
housing, economic development, public
facility, and service activities. During fis
cal year 1987 the department awarded $562
million in private-activity bond authority,
creating over 1,000 jobs and 1,100 multi
family housing units in Virginia.

As the state resource for building s~ety,

the DHCD administers the Uniform State
wide Building Code, Industrialized Build
ing Code, and State Fire Prevention Code,
all of which ensure building safety and
encourage maintenance ofVirginia' s ~ous
ing stock. The department's staff also re
views building plans, alerting contractors
to potential problems in the planning stage,
and works with local officials in applying
building codes.

CURRENT HOUSING NEEDS

The second housing study commission,
which issued its report in 1987, held pub
lic hearings across the state inviting Vir
ginians to share their housing concerns and
suggest creative solutions to housing needs.
The responses received were startling in
many cases.

The final report accurately detailed the
housing crisis in Virginia through its many
statistics. The report noted that the federal
government reduced housing assistance by
$15.7 billion between 1980 and 1986 and
is continuing its reductions. Of the 100,000
Virginia housing units lacking plumbing in
1980, 79,000 were in rural areas. In 1986,
29,000 Virginia families were on waiting
lists for rental housing assistance. Eight
een shelters for the homeless in Virginia
reported that in 1986 they turned away 700
people each month because of a lack of
resources.

The report went on to state that accord
ing to a 1986 survey, 29,000 homes of
handicapped Virginians required structural

modifications to accommodate the resi
dents' handicaps. In addition, in 1986 there
was an immediate need for 3,000 units of
rental housing for the mentally ill. Of all
the housing units in Virginia, 17 percent
were built in 1939 or earlier, making them
fifty years old or older; 24 percent of all
rural homes were built before 1940. Only
53.6 percent of all Americans 30-34 years
of age were able to own homes in 1985,
compared to 62.6 percent in 1978. The
report summarized the status of current
housing needs by saying:

There is a clear consensus nationwide
that the federal government does not
intend to commit to housing the re
sources it has in the past. There is also
a clear consensus nationwide that
state government cannot and should
not attempt to fill the funding void
for housing programs left by the
reduction in federal funds for such
activity. The best responses to
Virginia's housing needs are likely
to be those in which federal, state,
and local governments join forces
with the private sector and nonprofit
organizations to work in partnership.

VIRGINIA HOUSING
PARTNERSHIP

The Virginia Housing Partnership Fund,
created this year, is an attempt to confront
the challenges of the housing crisis in Vir
ginia. Combined with the VHDA's Virginia
Housing Fund, the total state commitment
to housing is now nearly $100 million. For
these funds to be used successfully to their
fullest extent, local, private, public non
profit, and the few remaining federal re
sources must be combined to pursue the
common goal of safe, affordable, and ade
quate housing for all Virginians.

Capitalized with $47.5 million, the Part
nership Fund represents a twofold effort:
(1) protecting existing housing stock and
(2) rebuilding lost stock. The fund is made
up of $27.5 million in general fund dollars
and $20 million in nongeneral funds from
oil overcharge money (see Table 1). The
goal is to match these funds with over $60
million from other sources. The fund is
designed to be a revolving loan fund that is
expected to become self-sufficient in ten
to fifteen years.

The fund will be administered by the
DHCD, which will establish programs,



secretariat of economic development-the
Virginia Housing Development Authority
and the Department of Housing and Com
munity Development. Each agency, in its
own way, serves a particular clientele and
meets a particular need. Both agencies are
integral parts of the state housing program,
a program that is growing in importance as
federal programs continue to decline.

HISTORY OF STATE HOUSING
PROGRAMS

In 1970 the Virginia General Assembly
created the first Virginia Housing Study
Commission to "study the ways and means
best designed to utilize existing resources
and develop facilities that will provide the
Commonwealth's growing population with
adequate housing." That commission, co
chaired by then-state Senator James Turk
and Delegate Alan Diamonstein, reported
that:
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FIGURE 3.
Federal Housing Assistance (Section 8 starts), 1976-1986
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SOURCE: U.S. Department of Housing and Urban Development.

The basic housing problem in the
Commonwealth is that there is not a
sufficient supply of sound housing in
suitable locations with adequate fa
cilities for all the population at prices
or rents they can afford. The hous
ing supply does not meet the overall
housing demand and household for
mations. Sound housing units avail
able to low and moderate income
groups are in critically short supply.

The commission's recommendations
resulted in several substantial pieces of leg
islation, most notably:

• the Virginia Residential Landlord
Tenant Act

• the Condominium Act

• the Virginia Real Estate Cooperative
Act

Also, the commission's deliberations
resulted in the creation of the Virginia
Housing Development Authority (VHDA)
and a state office of housing services. In
creating the VHDA, the 1972 General
Assembly included among its powers the
authority to issue tax-exempt mortgage
revenue bonds. (This quasi-private political
subdivision is governed by a citizen board
appointed by the governor.) In September
1973 the VHDA issued its first multi
family bonds for a total of $53.1 million,

initially borrowed from the Commonwealth
to begin operations; and in September of
that same year, the authority sold its first
single-family bond issue for $59.3 million.

The 1978 session of the General Assem
bly consolidated several state programs,
including those of the former state office
of housing, to create the Department of
Housing and Community Development
(DHCD). This merger was to assure a
"coordinated approach to meet the hous
ing and community development needs of
the Commonwealth." Programs combined
into the DHCD related to housing, build
ing regulation, local and regional planning,
community development, and building fire
safety.

In 1979 the VHDA assisted with the re
habilitation financing of the Shirley Duke
Development. This was the largest reha
bilitation of a rental project in Virginia. It

/ consisted of 2,113 units, or 7 percent of
Alexandria's rental housing supply, and re
quired a construction loan of $72.5 million.

In the late 1970s and early 80s Virginia
made great strides in using the available
federal and state funds to address the hous
ing situation. The economic effect of hous
ing on the Commonwealth continued to be
significant; a 1984 study revealed that each
new or rehabilitated single-family home
financed by VHDA added an estimated
$87,000 to the economy.

By October 1984 the sale of VHDA
bonds had passed the $2 billion mark, and
in 1985 the VHDA served its 75,OOOth fam
ily. Then in 1986 the VHDA board of com
missioners created the Virginia Housing
Fund, a flexible revolving loan pool.

A second housing study commission
issued a report in 1987 stating that although
many Virginians were now better housed
than ever before, low- and moderate
income households in urban and rural areas
across the Commonwealth faced an un
precedented housing crisis. As the cost of
housing escalates faster than incomes, even
those households of average income are
affected. Also during 1987 the VHDA, in
cooperation with Arlington County and the
Arlington County Housing Corporation, fi
nanced the Lee Gardens complex discussed
previously, thereby saving 364 low
income, multi-family units. By the end of
fiscal year 1987, the VHDA had committed
in excess of $2.7 billion in mortgage loans
to finance the purchase, construction, or
rehabilitation of over 47,000 single family
homes and 28,000 rental apartments.

VHDA HOUSING FUND

The Virginia Housing Fund, begun in
November 1986 by the VHDA board of
commissioners, provides resources to
address the growing housing needs of low
income individuals in the Commonwealth.



OTHER INITIATIVES

Recent housing-related state legislation that
will aid Virginians includes "tax increment
financing," an economic incentive to sti
mulate development in deteriorated neigh
borhoods. Virginians will also be able,
through a checkoff on state tax forms, to
donate a portion of their state tax refund to
provide housing for the homeless and
handicapped. Virginia's counties will now
be able to make loans and grants to resi
dential property owners to rehabilitate or
produce rental housing for low- and mod
erate-income households. New legislation
also encourages local governments to ac
quire and rehabilitate abandoned housing
within their localities for use as low- and
moderate-income housing.

THE FUTURE OF STATE HOUSING
POLICY

Virginia isn't alone in its initiation of hous
ing programs. The Council of State Com
munity Mfairs Agencies (COSCAA) re
ports that state interest in housing has in
creased dramatically, resulting in a surge
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of state housing policies and programs.
States with high population growth like
Florida and Maryland have joined the ranks
of traditional leaders in state housing pol
icy like California, New York, and Massa
chusetts. The attitude among the states,
according to COSCAA, is "If not us, who?
If not now, when?"

The future of state government in hous
ing is uncertain. The health of the national
economy, the market demand for housing,
changes in leadership-all affect state
housing activity. Housing experts agree that
the solution to housing concerns depends
on the combination of federal, state, and
local resources, with increased activity by
both the private sector and nonprofit
organizations.

Virginia's Housing Partnership Fund
reflects such an effort. It moves the Com
monwealth significantly closer to its goal

:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::.:.: .

of safe, decent, and affordable housing for
every Virginian. Virginia has effectively
moved from a position of following the
national trend to a position of setting that
trend.
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