Rental housing patterns in Cuyahoga County, Ohio

» Introduction: Traditionally, renting has served as a stepping-stone to

homeownership as well as an alternative for those seeking flexibility and more
affordable places to live. But the mortgage crisis of the late 2000s has
prompted individuals and families across the country to rethink their housing
options. For many potential first-time homebuyers, for example, the severe
drop in home values, along with tightened lending standards and uncertainty
over when the market might recover, has kept them on the sidelines and made
renting a more attractive option. Others have lost their homes to foreclosure,
resulting in their inability to qualify for mortgage loans in the near future; they
too have joined the ranks of renters. Low-income families, for whom
homeownership was a limited option before the crisis, may be feeling the
effects of the crisis on rental housing as these factors continue to impact the
demand for affordable and subsidized housing. In this data brief, we examine
recent trends in housing, both nationally and in Cuyahoga County, home to the
City of Cleveland. Our examination includes a look at subsidized rental housing
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» The broad picture: Overall, we see that

homeownership rates are down below pre-
crisis levels (2000) and that rental
vacancies have somewhat decreased,
reflecting a spike in rental demand,
although these remain above 2000 levels.
Given the increase in demand for rental
housing prompted by the crisis, this may
be a bit surprising. However, two
additional factors influencing the supply of
rental housing may explain in part why we
are not seeing a bigger drop in the rental
vacancy rate: the conversion of formerly
owner-occupied homes to rentals and a
decline in household formation, as families
double up with each other in the wake of
losing their jobs and/or their homes to
foreclosure. We then shift our attention to
subsidized housing, a key provider of
affordable rental housing units to low-
income households. What we see here is
expanded use of vouchers in suburban
neighborhoods during the 2000-2008
period.' The highest absolute increase of
voucher use has taken place in the middle-
income quintile, yet these neighborhoods
feature less than 20% of schools ranked at
or above excellent. So, while housing
vouchers may be contributing somewhat to
the deconcentration of poverty, low-
income families in search of affordable
housing remain limited in their access to
better education.



> Housing expenditure by income quintile continued
(figures 1 and 2): First, let’s take a national look at the cost
of housing by income quintile. As a percentage of total
expenditures, those in the lowest-income quintile spend the
greatest share of their total expenditures on housing (figure
1).In addition, while all quintiles have seen housing costs as a
percentage of total expenditures increase from 2000 to 2010,
rates for the lowest-income quintile have risen the fastest, at
5.1 percentage points, compared to 1.8 percentage points for
the highest quintile. This gap can be partially attributed to
slower growth in before-tax income. From 2000 to 2010,
growth in before-tax income for the lowest-income quintile
was less than 2 percent, while all other income groups grew
by at least 7.9 percent (figure 2).
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> Rental vacancy rates and homeownership (figure 3):
Next, let’s examine regional changes in rental and
homeownership rates as they compare to state and national
trends. Since the housing boom peak, rental vacancy rates have
been decreasing across the country, and particularly for the
Cleveland MSA (figure 3).2




> Rental vacancy rates and homeownership (figure 4): Homeownership Rates: 1997 - 2011:Q3
However, rental vacancy rates are still above pre-housing boom
levels, while homeownership rates are already below those levels 4
for Ohio and the Cleveland MSA (figure 4). In addition,
homeownership rates in the Cleveland MSA seem to have "
stabilized in the past two years while Ohio follows the national P
trend since 2004 of continued decline. As noted previously, the —
conversion of formerly owner-occupied homes to rentals may - - Clvelond s
explain in part why we are not seeing a larger drop in the rental
vacancy rate. Another factor likely contributing is the slowing of
household formation, as young adults remain living with parents
longer and families facing unemployment, underemployment, or us.
foreclosure are more willing to move in with friends or other
family members.3
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Housing Choice Voucher Use as a Percentage of y > Subsidized houSIHg .(ﬁgure 5): Now W? turn O}lr
Total Housing Units by Census Tract ﬁg focus to the use of housing vouchers. Housing Choice
Cuyahoga County, 2008 5 Vouchers (HCVs) provide over 2 million low-income

households annually with the ability to secure
affordable housing. The program, funded by the
federal government and administered by the
Department of Housing and Urban Development
(HUD), is the largest of HUD’s subsidized housing
programs in the nation.4 Eligibility is based on a
I~ household’s income relative to the median income of
a region. Research has found that the program can
be beneficial in moving families out of high-poverty
neighborhoods, reducing family instability, and
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» Unfortunately, housing authorities can
only issue as many vouchers as their
budgets allow, which is usually not
enough to meet demand. According to
the National Low Income Housing
Coalition, only one in four households
eligible for HCVs receives them, and
many housing agencies have closed
already extensive waiting lists. ©
Voucher use is also affected by
landlord participation in the program.
Landlords must opt in to the program,
a decision that can be influenced by
several factors, including the state of
the region’s housing market, the fair
market rent as determined by HUD?,
and whether they want to be subjected
to HUD’s home inspection process.
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» Subsidized housing continued (figure 6): The use

of Housing Choice Vouchers has

increased markedly faster in the suburbs compared to the central city of Cleveland. From 2000

to 2008, use of HCVs increased by 18 percent in the city
suburbs. This shift boosted the share of total HCVs used

of Cleveland and 105 percent in the
in all the suburbs from 33 percent in

2000 to 46 percent in 2008 (figure 6).8 A recent report by the Brookings Institution that
explores this nationwide trend of HCV households moving to the suburbs cites “the continued
suburbanization of jobs” as a main factor.® In addition, we feel the recent housing bust has the

potential to make housing more affordable across the en
The widespread drop in home values may induce people
opening up for consideration areas that were previously
range.

tire region, not just in the central city.
to rent rather than sell their homes,
out of a lower-income household’s




» Neighborhood characteristics and school performance (table 1): Finally, prompted by renters’ migration into suburban communities
as seen in the increased use of housing vouchers there, we decided to take a closer look at those neighborhoods. A specific question we wanted
to delve into is, are these moves outward resulting in exposure to better schools? First we divided the census tracts in Cuyahoga County into
quintiles based on median household income. We then used data from the U.S. Census Bureau and HUD to create tables of neighborhood
characteristics for each one (table 1). While the two lowest-income quintiles reflect just over half of the total HCVs used in the county, the
strongest growth in HCV use has occurred in the three highest-income quintiles. The one in the middle of the income distribution displays the
strongest absolute growth in voucher use. Neighborhoods in this quintile had a homeownership rate of 58% in 2010 and are considerably more

stable than poorer neighborhoods in terms of population loss.

Table 1: Neighborhood characteristics by income quintile*2

Quintile % of Change Absolute Population % of total Changein % renter  Vacancy % point Area Change in
by total in HCVs  change in change minority housing occupied rate changein  median median
income HCVs (2000- HCVs (2000- population units units (2010) vacancy income  household
(2008) 2008) (2000- 2010) (2010) (2000- (2010) rate (05-09 income
2008) 2010) (2000- ACS)=2 (2000-
2010) 05/09
ACS)
Lowest 26% 12% 414 -18% 20% -5% 70% 22% 8 39% -32%
Second 32% 11% 473 -21% 34% -4% 55% 22% 9 66% -17%
Middle 24% 151% 2,155 -7% 21% -1% 42% 11% 5 92% -17%
Fourth 14% 152% 1,263 -4% 10% 3% 31% 8% 3 122% -12%
Highest 5% 311% 542 0.4% 6% 6% 21% 7% 2 192% -6%

» Neighborhood characteristics and school
performance continued (figure 7): However, based on
school ratingst° created by the Ohio Department of
Education (ODE), we can see that census tracts in the
middle-income quintile contain less than 20% of the
county’s top-tier schools (figure 7).1* Furthermore, almost
60% of HCV households live in census tracts classified in
the lowest two income quintiles, which are characterized as
having lost about 20% of their population, suffering from
high vacancy rates, and having experienced a greater loss in
household income. What this means is that, even as HCV
households show strong growth in the suburbs and are
moving into healthier neighborhoods and census tracts
containing better-performing schools, the majority remain
in census tracts with more of the county’s worst-performing
schools, higher vacancy rates, and greater population loss.

2009 - 2010 School Performance by Median Household Income
Cuyahoga County, Ohio

7

40

Numberofschook

mi

Middle tier schools Bottom tier schools

, 1
Top tier scho
L] Middle quintile M Fourth quintile Highest income quintile

Lowest income quintile Second quintile

Source: Ohio Departme nt of Educstion Prapared by the Feders| Reserve Bank of Clavelznd's Community Development tasm




Endnotes

12008 is the most recent data available from HUD.

2 Variability for MSA rates is greater due to the sample size being smaller. The trends are more important than actual period-to-period changes.
3

4In 2008, HCVs accounted for 45%, followed by public housing at 23% and other programs at 32%.

5

6

7 According to HUD “Fair Market Rents (FMRs) are primarily used to determine payment standard amounts for the Housing Choice Voucher program.”

8 Brookings Institute found that nationally this number was 49 percent.

9

10 The ODE uses the following designations: excellent w/distinction, excellent, continuous improvement, effective, academic watch, and academic emergency. They
are based on the number of state indicators met out of the possible total and a value-added calculation such as whether the district was above or below expected
growth. A more detailed explanation can be found here:

1 Top-tier schools achieved an excellent or excellent with distinction ranking. Middle-tier schools are labeled effective or in continuous improvement. Bottom-tier
schools fall under the categories of academic watch or academic emergency.

12 Sources: HUD and the U.S. Census Bureau

13 AMI is the quintile income as a percentage of the county’s median income; less than 100% indicates that the quintile is under the county median income.

Interested in learning more? Additional maps and
previous editions can be found on our publications page
under Mortgage Lending Patterns:
www.clevelandfed.org/CommunityDevelopment/publications
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