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Executive Summary

The Metropolitan Livable Communities Act (LCA) was enacted by the Minnesota 
Legislature in 1995 in part to expand housing opportunities for low- and moder-
ate- income families. It is estimated that 125,000 of the Twin Cities region’s low-

income households today pay more than 30 percent of their income on housing, and the 
demand for affordable dwellings is likely to increase in the near future as the area’s overall 
population increases. Confronted with these needs, and based on benchmarks set by the 
Metropolitan Council, the communities participating in the LCA program have negoti-
ated goals for building new affordable housing between 1995 and 2010 that are intended 
to address the legislature’s objectives.

Our analysis, however, finds that many communities have goals that will actually 
reduce their percentage of affordable housing, both for ownership and rental units, and 
these reductions will have an unintended region-wide impact. The aggregate result of the 
program will be a decline in the percentage of the Twin Cities area housing stock that is 
affordable.

Our method of analyzing the impact of LCA focuses on the distinction between the 
relative availability of affordable housing and the relative availability of affordable housing and the relative availability absolute availability. If a community adds 
even a single unit of affordable housing it will have increased the absolute availability, 
but to increase the relative availability it must create affordable housing as a greater per-
centage of all new units built than currently exists in that community. For example, if it 
adds exactly one affordable housing unit and no more while adding dozens of new higher-
priced units, then its relative availability of affordable housing has fallen. Assuming a 
population increase and no drastic changes in income distribution, the community ends 
up with a lower level of affordable housing than it had previously.

Given the affordability gap already existing in the region, we argue that the stan-
dard by which a regional housing program such as LCA should be judged is the degree to 
which it increases the relative availability of affordable housing. By this standard, we find 
the LCA program to be ineffective because it not only will fail to increase this availability 
but will actually reduce it, both for ownership and rental units.

Analysis

Our analysis is based on three important numbers for each community: the benchmarks 
set by the Metropolitan Council for affordable housing, expressed as a percentage of 
future development; the negotiated goals, expressed in the same way; and the percentage 
of existing housing that is currently affordable in each community. Using these numbers, 
we have created three ratios that reveal a great deal about what changes in affordable 
housing can be expected.
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By comparing a community’s existing level with its benchmark (the E/B ratio), we 
can determine whether or not the Council has assigned a target for building affordable 
housing that is greater than the rate at which it already exists in a community. The data 
show that nearly two out of every three communities in the program already have levels of 
affordable housing in the baseline year of the program that are significantly higher than 
their benchmarks, both for ownership and rental units. This seems to suggest that most 
communities have built enough affordable housing in the past. In fact, the benchmarks 
are set at a level that would guarantee a reduction in the amount of affordable housing 
as a percentage of all housing units in the region over the time period of the program.

Comparing the goals of the communities to the benchmarks set for them (the G/B 
ratio) shows us the extent to which the negotiation of these goals has held each com-
munity to the Council’s recommendation. The data reveal that although the majority of 
communities have goals that are roughly equal to their benchmarks, the ones with lower 
goals are disproportionately the communities whose E/B ratio indicated that they have 
a relatively low level of affordable housing to begin with. These patterns suggest that 
when communities were given benchmarks significantly higher than their existing level 
of affordability, they were then allowed to negotiate goals below those benchmarks, and 
that the benchmarks were taken most seriously for those communities that had already 
met them.

Comparing a community’s goals for new affordable housing development to its 
current breakdown of affordable housing (the G/E ratio) directly measures whether the 
goals will increase the relative availability of affordable housing. Given the current short-
age of affordable housing and the assumption that the future distribution of housing 
needs will resemble the current one, we suggest that for most of the communities in 
the Twin Cities region the goals should exceed the existing levels. In fact, however, two-
thirds of LCA communities have goals that are significantly less than their current level 
of affordability for homeownership, while over half have similarly low goals for afford-
able rental housing. These communities, in other words, are committed to providing less 
affordable housing in the future, as a percentage of all units produced, than they had in 
the baseline year of the program.

Projections

By using the Metropolitan Council’s growth projections for each community in the 
region, we can project the number of affordable units that would be built if LCA goals are 
met and not exceeded and then compare this to a continuation of the status quo through 
the year 2010 in the portion of housing units that are affordable. This indicates that com-
munity program goals would result in about a 13 percent decline in affordable units for 
ownership and a 4 percent decline in rental units, with the combined effect of LCA own-



3

ership and rental projections being 12 percent fewer units of total affordable housing. 
Put another way, were the communities participating in LCA to fully achieve their goals 
between 1995 and 2010, the region as a whole will have a smaller proportion of its housing smaller proportion of its housing smaller
stock affordable to low- and moderate-income families than it has currently. 

Recommendations 

Our analysis finds that the implementation of the Livable Communities Act undermines 
its goal of increasing affordable housing. There are a number of possible changes to the 
LCA program, however, that we believe could reverse these results. The program’s defi- 
nitions of affordability, which allow 68 percent of all housing units in the region to be 
affordable, should be revised. Also in need of revision is the benchmark system, which 
ignores housing need altogether by being based only on previous development and 
rewards underperforming communities with lower standards.

Incentives for the production of affordable housing should be improved by more 
firmly tying affordable housing progress to the receipt of state aid and MUSA line and 
sewer extensions. The incentive fund for affordable housing should be increased. A pro-
gram of inclusionary zoning should be initiated, requiring a set-aside of affordable housing 
units in every sub-development, and possibly tying these regulations to the use of tax 
increment funding or offering density bonuses for the developers. Statewide zoning laws 
could include the ability of the state to override local zoning rules where they have been 
found to unnecessarily restrict the development of affordable housing, or the state could 
make access to local government aid available only on the condition that more reason-
able zoning practices are developed. Finally, the state could regulate the demolition of 
affordable housing by reinstating the “one for one replacement housing” law that was 
repealed at the time LCA was enacted.

Conclusion

The apparent result of the LCA program is that the majority of its communities will not 
be adding affordable housing in higher proportions than currently exist, and there will 
be an aggregate reduction in the proportion of affordable ownership and rental housing in 
the Twin Cities region by 2010. This seems to belie the rationale for a regional afford-
able housing program in the first place. Merely increasing the absolute number of these 
residences to the target levels that have been established will not increase their relative 
availability and will not reduce the number of Twin Cities residents who cannot afford 
housing. Reducing the affordability gap that currently exists requires a much more 
aggressive plan, and LCA is not designed to accomplish that objective.
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Introduction

The Metropolitan Livable Communities Act (LCA) was enacted by the Minnesota 
Legislature in 1995 to “expand housing opportunities for low- and moderate-
income families and [to] revitalize communities” in the Minneapolis-Saint Paul 

region (Metropolitan Council 1995, 1). The law creates the means by which the central 
cities and older suburbs can clean up polluted lands for redevelopment and provides 
funds to encourage housing development in close proximity to jobs, commercial devel-
opment, and transportation services. In addition, a key element of the law focuses on 
affordable housing by assisting communities in creating a framework for the develop-
ment of affordable housing and by emphasizing a mix of housing that meets the chang-
ing demands of individuals over their lifetimes, known as life-cycle housing.1

This paper analyzes the affordable-housing elements of LCA, examining its present 
implementation in order to estimate its likely housing impact. Specifically, we examine 
the potential for LCA to address the overall lack of affordable housing in the Twin Cities 
metropolitan region and the estimated increase in demand for affordable housing in the 
near future. 

Regional Housing Conditions in the Twin Cities
The Affordability Gap

It is generally agreed that an affordable dwelling should consume no more than 
approximately 30 percent of a family’s income. Data from the 1990 Census, however, 
shows us that among those in the Twin Cities earning less than $20,000 (which was 

about 55 percent of the area’s median income) almost 125,000 households paid more 
than 30 percent for their housing, and 70,000 of these paid more than half (Metropolitan 
Council 1995). These 125,000 households living in unaffordable housing constitute 16 
percent of all households in the region. Low-income renters are particularly strapped, for 
75 percent of renters with incomes below $20,000 paid unaffordable rents (1997).

According to the Metropolitan Council, trends in housing need “show no abate-
ment” since the 1990 Census; “in fact, the percentage of renters with heavy rent burdens 
has increased” (1997, 16). The considerable need for affordable housing is not limited 
to the inner cities, however, for over 50,000 households in the suburban areas of the 
region pay more than 30 percent of their incomes on housing as well (1995). The Family 

1 As operationalized by LCA, life-cycle housing has two dimensions: the mix of homeownership to rental 
housing and single-family detached units to non-single-family detached units.
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Housing Fund of Minneapolis-Saint Paul estimates the region has a shortage of 36,300 
affordable rental units just for families with incomes below $10,000 (Family Housing 
Fund 1995).

The Spatial Concentration of Low-Cost Housing

In addition to the region’s overall gap in the availability of affordable housing, there are 
great disparities in the location of affordable units. The oldest and lowest-cost housing is 
concentrated in the two central cities and inner-ring suburbs, while affordable housing is 
scarce in the developing suburban areas (Metropolitan Council 1995). This concentrates 
the region’s poverty, which in turn concentrates the need for public services, straining 
local government financing in the core areas and making it difficult for the region’s poorer 
households to gain access to employment opportunities in the growing suburban areas.

Of the twenty-five largest metropolitan areas in the country, the Twin Cities region has 
the sixth highest level of wealth disparity between central cities and suburbs (Berg 1993). Per 
capita income increased by 21 percent in the suburbs during the 1980s, but in Minneapolis 
the increase was only 12 percent, and in St. Paul only 9 percent (Citizens League 1994). As is 
the case in most American cities, poverty is highly concentrated in the minority communities, 
and minority communities are concentrated in the central city. The growth in the minority 
population of Minneapolis was 32,000 between 1980 and 1990, a 69 percent increase. The 
city has 72 percent and 80 percent of Hennepin County’s minority and black populations, 
respectively. This minority population is much more likely to be poor than the rest of the city’s 
residents. For example, though the overall poverty rate was 13.5 percent in 1990, it was 30 
percent for African Americans and 40 percent for Asians and Native Americans (Metropolitan 
Council 1992a). The percentage of blacks living in high poverty areas increased from 27 to 
47 percent between 1980 and 1990. In absolute terms, the number of African American resi-
dents living in neighborhoods of concentrated poverty in the Twin Cities soared from 12,237 
in 1980 to 41,376 in 1990 (Jargowsky 1994). Minorities in Minneapolis and St. Paul are more 
likely to live in poverty than minorities in any other major metropolitan area in the country 
(Draper 1993).

Though unemployment for the metropolitan area has remained consistently low, 
at a rate about half that of the entire United States in the past fifteen to twenty years, the 
core areas of Minneapolis had a rate of 18 percent in 1990, two and one-half times that 
of the rest of the region. Lack of transportation and low wages in the new jobs being 
created are significant barriers keeping central city residents from taking advantage of 
regional employment opportunities.

The problems of overall lack of affordable housing in the region and the spatial 
concentration of low-cost units in the core suggest that a regional housing program 
should meet at least one of the following two standards: it should increase the amount 
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of affordable housing as a percentage of the total housing stock, or it should spatially 
redistribute affordable housing opportunities so as to alleviate problems associated with 
segregation along race and poverty lines. In the following pages we focus on the first of 
these two standards, and by looking at the ways in which LCA housing goals are set we 
conclude that the program will likely fall far short of closing the gap in the number of 
available affordable housing units.

Relative Availability versus Absolute Availability

Our method of analyzing the housing goals of LCA communities focuses on the distinc-
tion between changes in the relative availability of affordable housing and changes in the relative availability of affordable housing and changes in the relative availability
absolute availability. Most of the communities in the Twin Cities region are projected to 
grow between 1995 and 2010, adding new households and new housing units. If, during 
that period, a community adds just a single unit of affordable housing (assuming no off-
setting demolition of affordable units), it will have increased the absolute availability of 
affordable housing by that one unit. That is, there will be one more affordable unit avail-
able than there had been in the past. On the other hand, to increase the relative avail-
ability of affordable housing a community must create affordable housing as a greater 
percentage of all new units built than currently exists in the community. For example, 
a community in which 20 percent of the units are affordable in 1995 must assure that 
more than 20 percent of the units created between 1995 and 2010 are affordable for that 
community to increase the relative availability of affordable housing.

Figure 1 illustrates this concept. Line a in Figure 1 represents the total housing stock 
in a given metropolitan area. Over time the number of units increases due to population 
growth in the region. Line b represents the number of affordable housing units in the 
region as a constant proportion of all units (for the purposes of this illustration we have 

1995 2010
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Figure 1. Relative Availability of Affordable Housing
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arbitrarily chosen 50 percent). That is, affordable units remain a constant proportion of 
all units throughout the time period, even though the distance between the two lines 
increases. Line c represents the current number of affordable housing units extended c represents the current number of affordable housing units extended c
forward, above which any increase in affordable housing is an increase in the absolute 
amount of affordable housing.

We can take this figure to represent the projected growth in the Twin Cities met-
ropolitan area between 1995 and 2010. For LCA or any regional housing program to 
increase the relative availability of affordable housing in the region, it must produce 
affordable units at a volume that is higher than line b. Any volume of new affordable 
housing production greater than line c and less than line c and less than line c b, while representing an increase 
in the absolute number of affordable units, will not increase their relative availability but 
instead will decrease it. In other words, affordable units will become a smaller percentage 
of the entire housing stock because the growth in affordable units will not be keeping up 
with the growth in all units.

Which standard (the relative or the absolute availability) to apply to a regional pro-
gram of affordable housing production depends upon the distribution of housing needs 
in the region. As noted earlier, the Twin Cities region in 1990 had 125,000 households 
(16 percent of all households in the region) with incomes at or below 55 percent of the 
area median that lacked affordable housing. This represents the size of the affordability 
gap in the region prior to enactment of LCA.2 Three things can occur to the affordability 
gap between 1995 and 2010:  it can shrink (incomes can rise relative to housing prices, 
reducing the need for lower-cost housing), it can remain the same, or it can increase 
(housing prices can rise relative to incomes, increasing the need for affordable housing). 
If the distribution of housing needs remains the same or if the affordability gap increases 
over time, the only way to reduce the gap is by increasing the relative availability of 
affordable housing units. Only if affordable housing needs diminish significantly would a 
program that aims for less than an increase in the relative availability of affordable units 
result in a reduction in the affordability gap.

Figure 2 illustrates this point. As in Figure 1, line a represents the total number of 
housing units in the region as it grows over time. Line b represents the number of afford-
able housing units as a constant proportion of all units, or a continuation of the status 
quo in terms of their relative availability, and where production above this line would be 
an increase in the relative availability of affordable housing. Line c is a continuation of c is a continuation of c
the status quo in terms of the absolute availability of affordable units. The new line in 

2 Because LCA uses 80 percent of the median as the income threshold for affordable homeownership and 
50 percent of the median for affordable rental standards, the figures from census data on households 
with incomes less than 55 percent of the median are a somewhat conservative measure of the overall 
affordability gap in the region.



8

this figure is line d, representing the need for affordable units in the region. (This line has 
been set above line b by 16 percent of all units in order to reflect the current affordability 
gap in the region.)  The space between lines b and d throughout the period represents the d throughout the period represents the d
affordability gap if housing needs in the future remain identical to what they are now. 

If we project the current situation onto the future as illustrated in Figure 2, a level 
of affordable housing production well above line b (an increase in the relative availabil-
ity) will be required to reduce the affordability gap, and if housing needs were to increase 
in relative terms an even greater level of affordable housing production will be required 
to do the same. A level of production that is above line c but below line c but below line c b, while increas-
ing the absolute number of affordable units, will not only fail to reduce the affordability 
gap but widen it in both absolute and relative terms.

Once again, only if low-cost housing needs decline in the future can a program 
that does not increase the relative availability of affordable housing close the affordabil-
ity gap. Though we know that the gap has been increasing in recent years (Metropolitan 
Council 1997), we know of no studies that project the gap into the future. Thus we use 
the neutral assumption that the distribution of housing needs will remain roughly the 
same through 2010.3 If this is the case, then it is clear that a regional program concerned 
with affordable housing must focus on increasing the relative availability of affordable 
units in order to close the gap between the supply and the need. Anything short of this 
outcome, barring any unexpected and dramatic changes in housing needs or population 
growth, guarantees that the supply of affordable housing in the region will continue to 
lag behind demand in the years to come.
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Figure 2. Projection of Affordability Gap

3 Actually, given the fact that housing needs have been increasing, our assumption about future needs 
is arguably not neutral but somewhat conservative. The neutral assumption could be a continuation of 
recent trends, but for the sake of simplicity we assume future needs will resemble current needs.
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Our analysis below shows that LCA will produce exactly the latter result. That is, 
LCA will increase the number of affordable units in the region at a rate that does not keep 
pace with the overall growth in the housing stock. Therefore, even in the unlikely event 
that all LCA goals are met, the program will result in a decline in the relative availability 
of affordable housing and thus increase the affordability gap in the Twin Cities area.

The Livable Communities Act (LCA)
LCA is a voluntary program that works through the provision of incentives for commu-
nities, and these incentives are in the form of three funds to which only participating 
jurisdictions have access. The first fund is for housing assistance grants and loans for 
life-cycle and affordable housing. The second is a pollution clean-up account, and the 
third is for loans and grants for development near transportation nodes. To gain access 
to these funds, communities voluntarily agree to negotiate housing goals with the 
Metropolitan Council and to file a housing action plan with the Council subsequent to 
those negotiations. 

The Metropolitan Council has defined housing affordability for ownership units as 
30 percent of a household income at 80 percent of the regional median for a family of four, 
and for rental units as 30 percent of an income at 50 percent of the same median. In 1996, 
the year that most communities set their LCA housing goals, these affordability thresholds 
translated into a purchase price of $120,000 and a monthly rental cost of $685.

The affordable housing goals of individual communities are set relative to 
sub-regional benchmarks. These benchmarks, determined by the Metropolitan Council, 
consider the existing market situation and other conditions for communities in similar 
geographic zones and at similar stages of growth. Specific goals are then established with 
each community in light of the benchmarks, and both are expressed as percentages of 
new units developed through the year 2010 (a fifteen-year time frame). The goals are 
supplemented with action plans that identify the steps that will be taken to meet the 
goals, what resources will be used, and the time-frame for meeting intermediate goals, 
and then all of these are incorporated into a complete housing action plan that is submit-
ted to the Metropolitan Council.

Benchmarks and goals are determined for six different categories:  two based on 
affordability (ownership and rental), two based on the diversity of life-cycle housing 
(non-single-family detached and renter-occupied), and two based on the development 
density of single- and multi-family dwellings. Because affordability is the chief concern 
of this report, we will direct our attention to only the first two of these categories, but 
Appendix 1, which follows this report, provides many of the same calculations for the 
other four.
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The Potential Impact of LCA

This paper focuses on determining the potential impact of LCA on affordable housing 
development in the Twin Cities metropolitan region, and in 1996 a regional task force 
was formed to undertake the same exercise. The task force, chaired by former Saint Paul 
mayor George Latimer, collected data from the housing action plans submitted by each 
of the communities participating in LCA. By aggregating the goals for affordable housing 
that each community set forth as part of their action plan and by applying the growth 
forecasts of the Metropolitan Council, the task force was able to estimate the number of 
affordable housing units that would be added to the existing stock by the year 2010 (the 
target date for which all communities were to plan). In that way, the Latimer task force 
determined that if all communities met their LCA goals, 52,434 units of affordable own-
ership housing and 12,291 units of affordable rental housing would be produced in the 
region by 2010. The task force argued, however, that there are not enough subsidies for 
affordable housing to generate those numbers of units, and it estimated that communities 
would fall far short of their goals. This conclusion seemed somewhat supported by the 
Metropolitan Council’s own figures detailing the Year One performance of communi-
ties under LCA, though the Council’s figures put production levels much closer to LCA 
goals than did the task force. Production levels for 1996, if extended over the entire time 
period to 2010, would result in 7,500 fewer affordable ownership units than indicated 
by the LCA housing action plans and almost 1,000 fewer affordable rental units than the 
goals as established by the participating communities. The net gain in affordable hous-
ing units, however, would be slightly less than indicated by production figures because 
of the demolition of affordable housing occurring in the region (Metropolitan Council 
1997). Nevertheless, it is undisputed that LCA will result in a net increase in the absolute 
availability of affordable housing.

We examine the potential impact of LCA from a slightly different perspective. Our 
analysis is based on three important numbers included in the housing goals negotiated 
by participating communities that will allow us to determine the impact of the program 
on the relative availability of affordable housing in the region. The first is the existing
affordability, or the percentage of the existing ownership or rental housing that is currently 
affordable according to the program’s definition of affordability. A community’s index of 
affordability is determined by the Metropolitan Council. The second important group 
of figures in the action plan is the benchmarks. As explained before, the benchmarks are 
set by the Metropolitan Council according to sub-regional economic conditions, taking 
into account a community’s stage of development and geographic location. The bench-
marks also take the form of percentages and are, according to the Council, “to be used as 
parameters or guides for establishing housing goals” for the participating communities 
(Metropolitan Council 1996, 1). The actual goals of the participating communities represent 
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the third important figure for our analysis. These, like benchmarks, are stated as a per-
centage of future development. For example, a homeownership affordability goal of fifty 
means that the community intends that 50 percent of the homeownership units built 
between 1995 and 2010 will be affordable. Each community’s goals are set by negotiation 
with the Metropolitan Council.

In the following pages we examine the potential impact of LCA by looking at 
three ratios: the ratio of the existing amount of affordable housing in a community to 
its benchmark (E/B), the ratio of a community’s goals to its benchmark (G/B), and finally 
the ratio of a community’s goals to its existing level of affordability (G/E).

The E/B (Existing-to-Benchmark) Ratio

This ratio indicates whether a community has already met the standard for affordable 
housing as established by the Metropolitan Council. If this ratio is greater than 1.00 then 
the community already exceeds the benchmark and can be said to have already met the 
standard in the baseline year of the program.4 This does not mean that the community 
will not have to add affordable housing units between 1995 and 2010, but only that 
as of 1995 the community has met the benchmark standards. Any future growth will 
require more affordable housing units to be built in order to keep from falling below the 
benchmark.

Given the fact that there is currently a significant shortage of affordable housing in 
the region, we expected to find that most communities have an E/B ratio less than 1.00. 
In fact, however, this is not the case. Most LCA participants have E/B ratios for afford-
ability that are significantly greater than 1.00, meaning that in the baseline year of the 
program most communities have already met or exceeded the Council’s standards for 
affordable housing.

The G/B (Goal-to-Benchmark)Ratio

This ratio indicates how the goals of the communities match the benchmarks set for 
them by the Metropolitan Council. Since the benchmarks were created to establish a 
standard against which the communities are to be judged, this ratio ideally should be 
1.00 for all of the participating communities. However, the action plan goals submitted 
to the Metropolitan Council are subject to negotiation, and thus there is the potential for 

4 The Metropolitan Council establishes most benchmarks as ranges, not as exact numbers. In order to 
compute the ratios that we use in our analysis we have chosen the midpoint of the range to use as 
the denominator, and throughout these analyses when we refer to the “benchmark” we are referring 
to the midpoint of the benchmark range. For example, the city of Columbia Heights has a benchmark 
for ownership affordability of 77 to 87, so the denominator we use for both the E/B and G/B ratios for 
homeownership affordability is 82.
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the goals to be set lower than the benchmarks if a community is able to argue successfully 
that there are extenuating circumstances that would preclude them from meeting the 
benchmarks. In this case the G/B ratio would be less than 1.00. While most communities 
do indeed have a G/B ratio around 1.00, just over one-quarter of the communities have 
G/B ratios for both ownership and rental housing that are significantly less than that. A 
small percentage of communities (ranging from 7 to 15 percent) have established goals 
for affordable housing that go beyond the benchmarks, making their G/B ratios greater 
than 1.00.

The G/E (Goal-to-Existing) Ratio

This ratio indicates how a community’s goals for new residential development that will 
occur between 1996 and 2010 compare with the current breakdown of housing. This is 
the ratio that directly measures whether a community’s goal will increase the relative 
availability of affordable housing. When this ratio is greater than 1.00 a community is 
committed to a higher rate of affordable housing between 1995 and 2010 than currently 
exists in the community. Again, we suggest that this should be the case for most of the 
communities in the Twin Cities region given the current shortage of affordable housing 
and the assumption that future distribution of housing needs will resemble the current 
one. But this is not the case. Most communities have goals that are actually less than their 
existing affordability, producing G/E ratios less than 1.00. This means that these commu-
nities are committed to providing less affordable housing in the future, as a percentage 
of all units produced, than they had in their baseline year. These goals will result in a 
decline in the relative availability of affordable units for both homeownership rentals.

In the following pages we will examine the quantitative and geographic distribu-
tion of these ratios—that is, how many communities had ratios greater than 1.00, and 
where were they located? In addition, we attempt to provide demographic and other 
statistical profiles of communities according to their ratios.
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Analysis of Affordable Housing Ratios Under LCA
E/B Ratios

The data for E/B ratios are presented in Table 1. We have separated communities into 
three categories:  those with ratios less than .95,  those with ratios between .95 and 1.05, 
and those with ratios greater than 1.05. We consider communities with ratios of .95 to 
1.05 to have closely approximated 1.00. This is especially important for those ratios using 
the benchmark, which is given by the Metropolitan Council as a range in most cases but 
analyzed here using the midpoint as the denominator. We are more interested, however, 
in those cases that deviate from 1.00 by a significant amount. 

Only 26 percent of the communities have existing levels of affordable homeown-
ership that are significantly less than their benchmarks. On the other hand, 64 percent, 
nearly two out of every three communities for which we have data5, have levels of afford-
ability for homeownership that are greater than the Metropolitan Council’s benchmarks. 
This pattern is repeated to a slightly lesser extent for rental housing. Only 28 percent of 
the communities have an existing index of affordable rental housing that is significantly 
less than the benchmarks, while 61 percent have already satisfied them.

These E/B ratios appear to indicate that, according to the Metropolitan Council’s 
system of benchmarks, most communities have done enough in these categories of hous-
ing development in the past. Why is it that so many communities have affordable hous-
ing in excess of the benchmarks? We suggest two reasons. The first is the Metropolitan 
Council’s definition of affordable housing. For homeownership, as mentioned before, 
this price is 30 percent of income for a family of four earning 80 percent of the area’s 
median income, and in 1997 purchase prices as high as $128,000 qualify as affordable (up 

Table 1. Percentage of LCA Communities with Given Existing-to-Benchmark Ratios

 E/B ratio: Affordable ownership Affordable rental
  (mean = 1.07) (mean = 1.18)

 < .95 26 % 28 %
 .95 to 1.05 10 % 11 %
 > 1.05 64 % 61 %

Calculations are based on 1996-97 data from the Metropolitan Council on the 92 communities 
for which data were available.

 E/B ratio: Affordable ownership Affordable rental
  (mean = 1.07) (mean = 1.18)

 < .95 26 % 28 %
 .95 to 1.05 10 % 11 %
 > 1.05 64 % 61 %

 E/B ratio: Affordable ownership Affordable rental
  (mean = 1.07) (mean = 1.18)

 < .95 26 % 28 %
 .95 to 1.05 10 % 11 %
 > 1.05 64 % 61 %

5 We have data for 99 communities that have chosen to participate in LCA. In some cases, communities 
have chosen not to identify specific goals and thus we are missing data for the two ratios that incorpo-
rate goals.
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from $120,000 in 1996). Affordability defined at this level allows too many communities 
to claim that they have a considerable amount of affordable housing already. This is 
especially true given the fact that the affordability level is not adjusted for the number of 
bedrooms or the size of the house. In fact, using the Metropolitan Council’s own data on 
the affordability indices, we estimate that 68 percent of all housing units in participating 
communities currently meet the Council’s definition of affordable. Seven out of every ten 
existing units in LCA communities are deemed affordable according to LCA criteria.

The second reason for high E/B ratios is that the benchmarks themselves are simply 
set too low if the objective is to increase the relative availability of affordable housing. In 
fact, the benchmarks are set at a level that would guarantee a reduction in the availability 
of affordable housing by 2010; if all communities simply aimed for their benchmark (or 
the mid-point in their benchmark range), it would mean a reduction in the amount of 
affordable housing as a percentage of all housing units in the region over the time period 
of the program. Our estimates, based on 1998 household growth projections by the 
Metropolitan Council, show that the benchmarks represent a net increase in affordable 
units that is 4 percent less than a continuation of the status quo. Referring back to Figure 
1, the benchmarks, if met but not exceeded by all communities, would create an increase 
in affordable units that is slightly less than line b, which represents the existing proportion 
of affordable units. In the aggregate, the benchmarks for affordable homeownership are 
below current levels by about 8 percent. The benchmarks for affordable rental housing, 
on the other hand, represent a significant increase over the status quo (over 15 percent). 
But because the share of the total housing stock represented by rental housing is small, 
the net effect is a reduction in total affordable units.6 In any case, one must question 
the usefulness of standards that most communities can be said to have already met, and 
that—even if met by all communities—will result in a decline in the relative availability 
of affordable units.

Are there characteristics that differentiate communities that have done enough 
from others that still need to improve?  Maps 1 and 2 show the geographic breakdown of  
the E/B ratio categories for affordable ownership and affordable rental housing.

6 We estimated the production levels represented by the benchmarks in the following manner: a) We 
used the benchmarks for tenure breakdown in the life-cycle category and multiplied them by the pro-
jected household growth for each community to estimate the number of new rental and new owner-
ship units to be built in each community between 1995 and 2010. b) We multiplied the benchmarks 
for affordability (these are broken down by tenure type) by the growth projections derived in (a) above. 
This process was repeated replacing the benchmarks with the figures for existing affordability and ten-
ure breakdown. That is, we projected the number of affordable units given a continuation of the exist-
ing conditions in the region (both in tenure mix and affordability). 
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< 0.95 (existing supply lower than benchmark)

0.95-1.05 (existing supply roughly matches benchmark)

>1.05 (existing supply higher than benchmark)

 non-participants or data not available

Map 1. Existing-to-Benchmark Ratios for Affordable Ownership in LCA Communities

See Appendix 2 for map identifying individual communities.
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< 0.95 (existing supply lower than benchmark)

0.95-1.05 (existing supply roughly matches benchmark)

>1.05 (existing supply higher than benchmark)

 non-participants or data not available

Map 2. Existing-to-Benchmark Ratios for Affordable Rental Housing in LCA Communities

See Appendix 2 for map identifying individual communities.
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Map 1 indicates that much of the southwest portion of the metropolitan area has 
benchmarks that exceed the current level of affordable ownership. Communities with 
benchmarks lower than their existing affordable ownership are concentrated north of 
Minneapolis and south and east of Saint Paul. Many smaller outlying communities in 
the metropolitan area fall into this latter group as well. For rental housing (Map 2) the 
pattern is somewhat different. A band of communities to the southwest of Minneapolis 
have exceeded the benchmarks, along with the northern suburbs of Minneapolis. 
Communities below their benchmarks ring both central cities and include more south-
eastern suburbs of Saint Paul.

Three out of four first-ring suburbs (74 percent) already exceed the benchmarks for 
affordable ownership, as do 79 percent of the third-ring suburbs.7 But in the developing 
second-ring suburbs, only 49 percent exceed the benchmarks, while 41 percent are sig-
nificantly below them. This pattern is roughly the same for rental housing; 74 and 71 
percent of first- and third-ring suburbs exceed the benchmarks compared to only 46 
percent of the developing second-ring communities.

In order to examine what community characteristics were associated with relatively 
larger and smaller E/B ratios, we ran a series of correlations between the E/B ratios for 
both types of affordable housing and four sets of community characteristics. Table 2 pres-
ents the bivariate correlations.8

According to the findings in Table 2, the greater the projected job growth and the 
more undeveloped land in the community, the lower the percentage of existing affordable 
housing relative to benchmarks for ownership. For rental housing, larger communities 
(excluding the central cities) as measured by the number of households in 1995 and those 
projected for greater levels of growth in both households and jobs have lower existing 
levels of affordability compared to their benchmarks. Thus, it appears that communities 
poised for growth in the coming years are more likely to have affordability benchmarks 
above their existing level of affordable housing.

The data also show that the higher the median income of a community, in abso-
lute terms and relative to their neighboring communities, the less affordable ownership 
and rental housing they have compared to the benchmarks. This pattern seems logical 
enough; the wealthier communities of the region have the farthest to go to meet afford-
ability benchmarks. 

7 We use the Metropolitan Council’s system of categorizing regional communities into four groups:  
central cities, first-, second-, and third-ring suburbs.

8 Correlations range in value from -1.00 to 1.00. The higher the number (in either direction) the greater 
the correlation between the two variables. Positive correlations indicate a direct relationship, negative 
correlations indicate an inverse relationship, and correlations approaching zero indicate a lack of  
relationship between the two variables.
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Table 2. Correlations of E/B Ratio with Selected Community Characteristics

            Community Characteristics     --   Affordable     Affordable
         -------     -             -----   ----       ownership   --- rental

Community growth & dynamics Number of households in 1995 -.18 -.45 **

 Projected growth in households 
 1995-2010 -.19 -.32 **

 Growth in number of housing units     
 1980-1990  .10  .06

 Job growth 1990-2000 -.24 * -.44 **

 Percent of land undeveloped in 1990 -.23 *  -.06

Income Median income 1989 -.75 ** -.51 **

 Change in median income 1979-1989 -.19 -.03

 Median income 1989     
 relative to neighboring communities -.74 ** -.52 **

Demographic characteristics Percent African American 1990  .03 -.09

 Percent non-white 1990 -.08 -.05

 Percent non-white 1990 
 relative to neighboring communities -.09 -.13

Housing stock characteristics Percent of units non-elderly     
 subsidized housing  .38 **  .20

 Percent of units affordable to households     
 with incomes < $20,000  .62 **  .66 **

 Percent of homestead valuations     
 under $72,000 in 1993  .68 **  .46 **

 Percent rental units .27 *  .31 **

 Percent of units in 1990 built before 1939  .09  .16

 Housing affordability 
 relative to neighboring communities  .65 **  .69 **

Number of communities                                                                        92               92 

Figures in columns are Pearson Product Moment Correlations.
*  p < .01
** p < .001
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A p-value of <.01 means that there is a probability of less than 1 in 100 that the finding is a random 
occurrence. Similarly, a p-value of <.001 indicates a probability of less than 1 in 1,000 that the finding  
is random.
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Finally, the data show that communities with more subsidized housing, more rent-
ers, lower housing values, and more housing affordable to very low income households 
tend to have existing affordability indices that already meet or exceed their benchmarks. 
This is also what would be expected.

G/B Ratios

If the analysis of E/B ratios indicates that the benchmarks are set too low, the G/B ratios 
indicate that they are also routinely compromised. We find that a significant percentage 
of participating communities have negotiated goals with the Metropolitan Council that 
do not even meet the modest benchmarks set for them. The data are shown in Table 3.

As expected, most communities have a G/B ratio that is equal to or close to 1.00; 
64 percent of communities have a ratio in that range for affordable ownership and 57 
percent for affordable rental housing. This pattern is to be expected if the benchmarks 
are serving their purpose. However, at least one-quarter of participating communities 
have negotiated goals that are below the benchmarks for affordable ownership and rental 
housing.

Most of the communities that registered existing levels of affordability in home-
ownership lower than their benchmarks (a low E/B ratio) were allowed to establish goals 
that were also less than those benchmarks (a low G/B ratio). In fact, 81 percent of the 
communities that had affordable homeownership E/B ratios less than .95 negotiated goals 
that were also less than the benchmarks. On the other hand, 80 percent of the communi-
ties that had already met or exceeded their benchmarks had goals that also met or exceed-
ed the benchmarks. These patterns are essentially the same, though less pronounced, for 
affordable rental housing; 61 percent of the communities with rates of rental affordabil-
ity lower than the benchmarks negotiated goals that are lower than the benchmarks as 
well, while 87 percent of communities that had met or exceeded the benchmarks have 
goals that also meet or exceed the benchmarks. It seems, then, that for housing afford-

Table 3. Percentage of LCA Communities with Given Goal-to-Benchmark Ratios

 G/B ratio: Affordable ownership Affordable rental
  (mean = .93) (mean = 1.01)

 < .95 29 % 25 %
 .95 to 1.05 64 % 57 %
 > 1.05 7 % 18 %

Calculations are based on 1996-97 data from the Metropolitan Council on the 87 communities 
for which data were available.

 G/B ratio: Affordable ownership Affordable rental
  (mean = .93) (mean = 1.01)

 < .95 29 % 25 %
 .95 to 1.05 64 % 57 %
 > 1.05 7 % 18 %

 G/B ratio: Affordable ownership Affordable rental
  (mean = .93) (mean = 1.01)

 < .95 29 % 25 %
 .95 to 1.05 64 % 57 %
 > 1.05 7 % 18 %
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ability the benchmarks were most often applied to those communities that had already 
met them.

Maps 3 and 4 present the spatial distribution of communities according to whether 
their goals were significantly below the benchmarks, roughly equivalent to them, or above 
them. For ownership housing, most of the western suburbs of Minneapolis negotiated 
goals that did not meet the program benchmarks, while most of the first-ring suburbs 
to the north, east and south of the central cities have goals that match the benchmarks. 
For rental housing, the pattern is somewhat duplicated. However, many of the second-ring 
southeastern suburbs of Saint Paul also negotiated goals that did not meet the bench-
marks.

Nearly half (47 percent) of all developing second-ring suburbs negotiated goals that 
are less than their benchmarks for both affordable ownership and rental housing. First- and 
third-ring suburbs, however, were much less likely to have negotiated sub-benchmark 
goals. For example, only 22 percent of first-ring suburbs have ownership goals less than 
benchmarks, and only 7 percent have rental goals below benchmarks.

Table 4 presents the results from the bivariate correlations between the G/B ratios 
for affordability in both housing types and the same community characteristics as in 
Table 2. Communities with higher growth projections and relatively larger amounts of 
undeveloped land tend to have lower goals relative to their ownership benchmarks. In 
addition, the data show that the wealthier a community, the lower their ownership goals 
are relative to their affordability benchmarks. This appears opposite of what one would 
expect from a fair share program. It does, however, underscore the phenomenon previ-
ously discussed, namely that most of the communities below their benchmarks have 
been able to negotiate goals that are also below them.

On the other hand, communities with more subsidized housing, more housing 
affordable to very-low income households, lower valued homes, and more renters tend to 
have higher goal-to-benchmark ratios. This is the other side of the coin from the previous 
finding: communities that are paying attention to the benchmarks are those that already 
have greater levels of affordable housing.
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< 0.95 (goals lower than benchmarks)

0.95-1.05 (goals roughly match benchmarks)

>1.05 (goals higher than benchmarks)

 non-participants or data not available

Map 3. Goal-to-Benchmark Ratios for Affordable Ownership in LCA Communities

See Appendix 2 for map identifying individual communities. 
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< 0.95 (goals lower than benchmarks)

0.95-1.05 (goals roughly match benchmarks)

>1.05 (goals higher than benchmarks)

 non-participants or data not available

Map 4. Goal-to-Benchmark Ratios for Affordable Rental Housing in LCA Communities

See Appendix 2 for map identifying individual communities.
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Table 4. Correlations of G/B Ratio with Selected Community Characteristics

 Community Characteristics                       Affordable Affordable
                                                                                                                   ownership       rental

Community growth & dynamics Number of households in 1995 -.09 -.08

 Projected growth in households 
 1995-2010 -.22 * -.18

 Growth in number of housing units     
 1980-1990 -.02 -.07

 Job growth 1990-2000 -.19 -.10

 Percent of land undeveloped in 1990 -.28 * -.14

Income Median income 1989 -.68 ** -.15 

 Change in median income 1979-1989 -.25 * -.00

 Median income 1989     
 relative to neighboring communities -.68 ** -.15 

Demographic characteristics Percent African American 1990  .09 -.02

 Percent non-white 1990 .00 -.04

 Percent non-white 1990     
 relative to neighboring communities  .06  .00

Housing stock characteristics Percent of units non-elderly     
 subsidized housing  .25 *  .10

 Percent of units affordable to households     
 with incomes < $20,000  .43 **  .23 *

 Percent of homestead valuations     
 under $72,000 in 1993  .41 **  .05

 Percent rental units .29 **  .20

 Percent of units in 1990 built before 1939 .03  -.01

 Housing affordability     
 relative to neighboring communities  .45 **  .23 *

Number of communities                                                                                     87        ----    87

Figures in columns are Pearson Product Moment Correlations.
*  p < .01
** p < .001
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A p-value of <.01 means that there is a probability of less than 1 in 100 that the finding is a random 
occurrence. Similarly, a p-value of <.001 indicates a probability of less than 1 in 1,000 that the finding  
is random.
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G/E Ratios

Our analysis so far has shown that the LCA benchmarks for housing affordability have 
been set low enough so that most communities have already met them, and low enough 
that, if met, they would reduce the relative availability of affordable housing in the 
region. In addition, we have shown that those benchmarks have been relaxed in the 
establishment of goals for most of the communities that had not already met them. The 
final step in our analysis is to examine the goals of participating communities relative 
to existing conditions. The G/E ratio, as we have argued, should be greater than 1.00 if 
communities have the goal of expanding the relative availability of affordable housing. 
The data in Table 5, however, show a different story. 

Sixty-six percent of LCA communities have goals that are significantly less than 
the current level of affordability for homeownership, while 53 percent have similarly low 
goals for affordable rental housing. Just as notable, only one community in ten is commit-
ted to building affordable ownership at a rate higher than they currently have, while just 
over one in four is committed to increasing the relative availability of rental housing.

The table shows that most communities participating in LCA have, as a result of 
the goal setting and benchmark process established by the Metropolitan Council, com-
mitted to doing less in the way of affordable housing between 1995 and 2010 than they 
have done in the past. For most communities, then, LCA legitimates a process of reducing 
the relative availability of affordable housing. 

Maps 5 and 6 show the location of the communities with goals that are less than 
their existing level of affordability. Map 5 shows only a smattering of communities that 
will increase the relative availability of affordable ownership. Most communities to the 
north, west, and south of the central cities have goals that are less than their current 
proportion of affordable housing. For rental housing the pattern is significantly different. 
A band of second-ring suburban communities to the west and south of the central cities 
have goals to increase the relative availability of affordable rental housing. Inner-ring 

Table 5: Percentage of LCA Communities with Given Goal-to-Existing Ratios

 G/E ratio: Affordable ownership  Affordable rental G/E ratio: Affordable ownership  Affordable rental G/E ratio: Affordable ownership  Affordable rental
  (mean = .88) (mean = 1.13)  (mean = .88) (mean = 1.13)  (mean = .88) (mean = 1.13)

 < .95 66 % 53 % < .95 66 % 53 % < .95 66 % 53 %
 .95 to 1.05 24 % 21 % .95 to 1.05 24 % 21 % .95 to 1.05 24 % 21 %
 > 1.05 10 % 26 % > 1.05 10 % 26 % > 1.05 10 % 26 %

Calculations are based on 1996-97 data from the Metropolitan Council on the 88 communities 
for which data were available.
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< 0.95 (goals lower than existing supply)

0.95-1.05 (goals roughly match existing supply)

>1.05 (goals higher than existing supply)

 non-participants or data not available

Map 5. Goal-to-Existing Ratios for Affordable Ownership in LCA Communities

See Appendix 2 for map identifying individual communities.
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< 0.95 (goals lower than existing supply)

0.95-1.05 (goals roughly match existing supply)

>1.05 (goals higher than existing supply)

 non-participants or data not available

Map 6. Goal-to-Existing Ratios for Affordable Rental Housing in LCA Communities

See Appendix 2 for map identifying individual communities.
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suburbs to the north and more outlying communities have goals that are below their 
current level of affordable rental housing.

As shown in the maps, developing second-ring suburbs are more likely to have 
goals that exceed their existing amount of affordable housing (16 percent for ownership 
and 37 percent for rental housing). First- and third-ring suburbs, by contrast, are more 
likely to have goals that are below the current index (74 and 79 percent of first- and third-
ring suburbs, respectively, have goals for ownership that do not meet current levels, and 
67 and 64 percent, respectively, have goals for rental housing that do not meet current 
levels). This type of pattern is close to what would be expected, given the aging of the 
housing stock in first ring suburbs and the lower-cost residential developments occurring 
on the fringe of the metropolitan areas.

Table 6 presents the correlational analysis for the G/E ratios. The correlations we 
find in this table for ownership ratios are closer to what would be expected from a pro-
gram of regional fair-share housing. For example, wealthier communities have higher 
ownership G/E ratios; that is, they have committed to doing more in the future com-
pared with their existing levels of affordable ownership housing. The magnitude of the 
correlations, though statistically significant, are considerably below those for the income 
variables in the previous analyses, suggesting the relationships in Table 6 are not as strong 
as those involving the earlier two ratios. Communities with relatively greater levels of 
affordable housing, rental housing, and lower-valued housing have lower ownership G/E 
ratios. This is also an expected pattern for the LCA program.
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Table 6. Correlations of G/E Ratio with Selected Community Characteristics

 Community Characteristics ----     -          Affordable   Affordable  Community Characteristics ----     -          Affordable   Affordable  Community Characteristics ----     -          Affordable   Affordable  Community Characteristics ----     -          Affordable   Affordable 
                                                                                                                    ownership       rental                                                                                                                    ownership       rental                                                                                                                    ownership       rental                                                                                                                    ownership       rental

Community growth & dynamics Number of households in 1995   .08  .06 Number of households in 1995   .08  .06 Number of households in 1995   .08  .06 Number of households in 1995   .08  .06

 Projected growth in households      Projected growth in households      Projected growth in households      Projected growth in households     
 1995-2010 .04  .10  1995-2010 .04  .10  1995-2010 .04  .10  1995-2010 .04  .10 

 Growth in number of housing units      Growth in number of housing units      Growth in number of housing units      Growth in number of housing units     
 1980-1990  -.07  .02 1980-1990  -.07  .02 1980-1990  -.07  .02 1980-1990  -.07  .02

 Job growth 1990-2000 .14  .29 ** Job growth 1990-2000 .14  .29 ** Job growth 1990-2000 .14  .29 ** Job growth 1990-2000 .14  .29 **

 Percent of land undeveloped in 1990 .14   .05 Percent of land undeveloped in 1990 .14   .05 Percent of land undeveloped in 1990 .14   .05 Percent of land undeveloped in 1990 .14   .05

Income Median income 1989   .29 **  .31 ** Median income 1989   .29 **  .31 ** Median income 1989   .29 **  .31 ** Median income 1989   .29 **  .31 **

 Change in median income 1979-1989 -.06  .01 Change in median income 1979-1989 -.06  .01 Change in median income 1979-1989 -.06  .01 Change in median income 1979-1989 -.06  .01

 Median income 1989      Median income 1989      Median income 1989      Median income 1989     
 relative to neighboring communities   .27 *  .30 **  relative to neighboring communities   .27 *  .30 **  relative to neighboring communities   .27 *  .30 **  relative to neighboring communities   .27 *  .30 ** 

Demographic characteristics Percent African American 1990   .05 -.03 Percent African American 1990   .05 -.03 Percent African American 1990   .05 -.03 Percent African American 1990   .05 -.03

 Percent non-white 1990 .11 -.04 Percent non-white 1990 .11 -.04 Percent non-white 1990 .11 -.04 Percent non-white 1990 .11 -.04

 Percent non-white 1990      Percent non-white 1990      Percent non-white 1990      Percent non-white 1990     
 relative to neighboring communities   .13  .00 relative to neighboring communities   .13  .00 relative to neighboring communities   .13  .00 relative to neighboring communities   .13  .00

Housing stock characteristics Percent of units non-elderly      Percent of units non-elderly      Percent of units non-elderly      Percent of units non-elderly     
 subsidized housing -.20  -.17  subsidized housing -.20  -.17  subsidized housing -.20  -.17  subsidized housing -.20  -.17 

 Percent of units affordable to households      Percent of units affordable to households      Percent of units affordable to households      Percent of units affordable to households     
 with incomes < $20,000 -.28 ** -.33 ** with incomes < $20,000 -.28 ** -.33 ** with incomes < $20,000 -.28 ** -.33 ** with incomes < $20,000 -.28 ** -.33 **

 Percent of homestead valuations      Percent of homestead valuations      Percent of homestead valuations      Percent of homestead valuations     
 under $72,000 in 1993 -.38 ** -.24 *  under $72,000 in 1993 -.38 ** -.24 *  under $72,000 in 1993 -.38 ** -.24 *  under $72,000 in 1993 -.38 ** -.24 * 

 Percent rental units -.10  -.22 * Percent rental units -.10  -.22 * Percent rental units -.10  -.22 * Percent rental units -.10  -.22 *

 Percent of units in 1990 built before 1939 -.06 -.05 Percent of units in 1990 built before 1939 -.06 -.05 Percent of units in 1990 built before 1939 -.06 -.05 Percent of units in 1990 built before 1939 -.06 -.05

 Housing affordability      Housing affordability      Housing affordability      Housing affordability     
 relative to neighboring communities -.31 ** -.35 **  relative to neighboring communities -.31 ** -.35 **  relative to neighboring communities -.31 ** -.35 **  relative to neighboring communities -.31 ** -.35 ** 

Number of communities                                                                                     88                88                                                                                     88                88                                                                                     88                88                                                                                     88                88

Figures in columns are Pearson Product Moment Correlations.
*  p < .01
** p < .001

A p-value of <.01 means that there is a probability of less than 1 in 100 that the finding is a random 
occurrence. Similarly, a p-value of <.001 indicates a probability of less than 1 in 1,000 that the finding  
is random.
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Projections

Given the findings presented above, what can reasonably be expected from the 
LCA communities in the way of affordable housing in the future? Though we 
have shown that most communities have goals that are less than the current 

level of affordable housing, if the communities that have high goals are sufficiently large 
or will provide much of the growth in households to the year 2010, then a significant 
amount of affordable housing could be built. To determine whether this is the case, we 
used the Metropolitan Council’s most recent (1998) growth projections for each com-
munity in the region to estimate the number of affordable units built if all communities 
were to meet their goals. This estimate can then be compared with an estimate of what 
would occur if all communities simply maintained their status quo in terms of the propor-
tion of their housing stock that is affordable. 

Communities that have low ownership G/E ratios (goals less than their existing 
percentage of affordable housing) account for the great majority of projected house-
hold growth among LCA participant communities. Those with G/E ratios less than .95 
account for 75,403 projected new homeowner households between 1995 and 2010, or 
64 percent of all new ownership households in LCA communities. Those communities 
that have actually pledged to increase the relative availability of affordable ownership 
account for 16,058 projected homeowner households, or only 14 percent of all those 
in LCA communities. The balance of projected new households are in communities 
that will match their current percentage of affordable ownership units. The picture for 
rental housing goals is similar, though less dramatic. Communities with low G/E ratios 
account for 47 percent of the projected new rental households in LCA communities, 
while municipalities with goals to expand the relative availability of affordable rental 
units account for 44 percent.9

Thus, the goals for affordable ownership, if fully met, would result in about a 13 
percent decline from the status quo in affordable units. The goals for affordable rental 
housing would result in 4 percent fewer affordable units than the status quo. The com-
bined effect of LCA ownership and rental goals would be 12 percent fewer new units 
of affordable housing in the first fifteen years compared to a continuation of the status 
quo. Put another way, were the participating communities to fully achieve their goals for 
affordable housing production between 1995 and 2010, the region will have a smaller
proportion of its total housing stock affordable to low- and moderate-income families 
than it has currently. 

9 These figures assume that the distribution of owner and rental households matches the goals as stated 
by LCA communities.
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Figure 3, an adaptation of Figure 1, shows the relationship between goals, bench-
marks and the existing index of affordability across all LCA communities. As in Figure 1, 
line a represents the growth in the total housing stock between 1995 and 2010. Line b
represents the number of affordable housing units to be added if all communities simply 
maintain their current degree of affordability, but unlike Figure 1, for which we chose an 
arbitrary percentage, Figure 3 incorporates the LCA definition of affordability and therefore 
puts the percentage of affordable units at 69 percent. Line c is the amount of affordable c is the amount of affordable c
housing that would be produced if all communities meet their benchmarks. As illustrated 
in the figure, the benchmarks represent, in the aggregate, a reduction in the percent-
age of affordable units in the region. Finally, line d represents the number of units that d represents the number of units that d
would be added if all communities exactly meet their LCA goals. This line is below that 
of the benchmarks because of the number of communities that negotiated goals below 
the benchmarks.

As the figure shows, LCA will not increase the relative availability of affordable 
housing in the Twin Cities region. Both the benchmarks (line c) and the housing goals 
established by the participating communities (line d) would result in increases in affordable d) would result in increases in affordable d
housing below a continuation of the status quo (line b).
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Discussion

The administration of the Metropolitan Council’s LCA program will increase the 
absolute availability of affordable housing but not its relative availability. This 
approach is justified only if there is reason to expect that the demand for afford-

able housing will decrease in the future. We are, however, unaware of any studies that 
suggest such an expectation, and given the trends in income and family formation there 
are many plausible reasons to expect a relative increase in the demand for affordable 
housing in the future. It is safest, in fact, to simply assume that the distribution of housing 
needs among the region’s population in 2010 will closely resemble that which currently 
exists. It is this assumption that forces a focus on the relative availability of affordable 
units because if housing needs continue at the current rate, then the production of 
affordable housing will have to exceed the current rate to begin to close the affordability 
gap. It is unlikely, in any case, that the Metropolitan Council adopted this reasoning in 
developing the guidelines for the program because the benchmarks that drive the goal 
setting are not tied to needs.10

Instead, a more likely explanation for the orientation of the LCA program relates to 
the difficulties of producing affordable housing in today’s marketplace. Most of the afford-
able housing that is currently in the housing stock is older housing that has filtered down 
the income scale. Most new development is out of reach for lower-income families, if not 
directly for the luxury market. It is likely that the Council incorporated this understanding 
of the market in its administration of LCA. This conjecture is reinforced by the system of 
benchmarks that creates standards based on the market conditions of sub-regions, making 
it clear that the Council wanted a program that took into account the hard market realities 
of producing affordable housing. In this light, so the rationale goes, the development of 
any affordable housing is a difficult and noteworthy accomplishment. But if this rationale any affordable housing is a difficult and noteworthy accomplishment. But if this rationale any
is accepted then its results must also be accepted: that LCA will fail to address the current 
shortage of affordable housing in suburban areas of the metropolitan area, and that current 
gaps in availability will at least remain and will probably increase. 

In fact, given the G/E ratios analyzed above, the status quo of 1995 is likely to be 
slightly better than the region will be able to achieve in the future. In that sense, LCA 
not only fails to maintain the status quo but undershoots it. Add to this the fact that the 
scarcity of public subsidies for affordable housing will make the achievement of even the 
modest LCA goals highly problematic and the program seems likely to reduce the relative 
availability of affordable housing even further.

10 Comments by Tom McElveen at the CURA Housing Forum on the Livable Communities Act, June 12, 
1998.
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Given the likely limited impact of the program, what is perhaps most problematic 
about LCA is that it provides political cover to communities that are not interested in 
increasing affordable housing options or housing diversity. Communities with low G/E 
ratios (66 percent of all participants for affordable homeownership and 53 percent for 
affordable rental housing) can point to their participation in LCA as evidence of their 
“good will,” knowing all the while that they are actually being allowed to reduce the 
relative availability of affordable housing within their jurisdictions. Other communities 
can point to their affordability indices and claim that they have already done more than 
their fair share and are justified in demolishing some of the affordable units they cur-
rently have.

Alternatives

LCA sets the benchmarks low, defines affordability generously, and yet still the like-
lihood of meeting program goals is slim, according to both the Latimer task force 
and the Metropolitan Council itself. This is because the program does nothing 

(other than establishing a small fund for affordable and life-cycle housing development) 
to alter or enhance the ability of communities to create affordable housing. It is quite 
likely, then, that the affordable units credited to the LCA would be produced even with-
out the program because LCA does so little to make affordable housing development 
easier. The real solution to the region’s affordable housing situation will require a bolder 
and more imaginative policy than LCA currently offers, and this analysis has highlighted 
some obvious places to improve it.

Revise program definitions of affordability. Setting ownership affordability based on 
incomes at 80 percent of the regional median for a household of four resulted in an 
affordability limit of roughly $120,000 in 1996 and $128,000 a year later. This is high 
enough to allow many communities to claim that they already have an abundance of 
affordable housing, but far too many families find this amount unaffordable.

Revise the benchmark system. The current system allows most communities to claim 
that they have already met their performance standards in the baseline year. The bench-
marks are not tied to needs in any way, nor to any fair share formula. Instead, they are 
tied to past performance of sub-regions, which rewards those areas that have done the 
least in the past with the lowest standards in the future. Such a system ensures that the 
spatial distribution of affordable housing opportunities will not change significantly. In 
addition to creating need-based benchmarks, the Metropolitan Council should apply 
them equitably across all participating communities. Over 80 percent of the communi-
ties that have a shortage of affordable housing relative to their benchmarks have been 
allowed to establish goals that are also below the benchmarks, while virtually the only 
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communities that are targeting their benchmarks in the future are the ones that have 
already met or exceeded them. This renders the entire system of benchmarks rather 
meaningless.

Create meaningful incentives. Currently, LCA presents little threat to the status quo, 
and thus the participation rate of suburban communities is very high. Should the program 
be strengthened to a degree that would create meaningful goals and the potential for real 
redistribution in affordable housing opportunities, however, then LCA would become 
much less attractive to some communities, and the set of available incentives would 
need to be enhanced. LCA currently incorporates three incentives for participation, the 
first of which is the affordable and life-cycle housing development fund. Access to this 
money will not, of course, be an incentive to any community that does not want to build 
affordable housing in the first place. The second incentive is access to a fund for the 
clean-up of polluted sites. Again, this incentive is not especially well-targeted because the 
communities that would find it most attractive are the central cities and the inner-ring 
suburbs—areas with the greatest likelihood of contaminated land but also the greatest 
amount of affordable housing. Only the third fund, for development near transportation 
nodes, has the potential for attracting to the program the types of communities that truly 
need to expand their stocks of affordable housing.

More meaningful incentives are available. Increasing the influence of affordable 
housing initiatives in the Metropolitan Council’s review of applications for MUSA line 
and sewer extensions would be a strong incentive for suburban communities to participate. 
Other options include tying affordable housing progress into the receipt of Homestead 
and Agricultural Credit Aid (HACA) and local government aid from the state. Either of 
these would be more meaningful than the current set of incentives and might prove 
necessary if LCA requirements are strengthened.

Increase affordable housing resources. The incentive fund for affordable housing 
development must be increased. If a major effort is required to develop affordable hous-
ing, then local communities need access to more subsidies to make that housing happen. 
Given the need of employers for lower-cost labor in the developing areas of the region, 
there is also the possibility of creating business partnerships for affordable housing. This 
method has been used outside the Twin Cities area with some success by the Greater 
Minnesota Housing Fund.

Expand inclusionary zoning. Currently, LCA focuses on government subsidies as the 
only means of producing significant amounts of affordable housing. It is the relative 
scarcity of these subsidies that led the Latimer task force to its pessimistic conclusion 
about LCA’s potential impact. Other jurisdictions around the country, however, have had 
success with inclusionary zoning regulations that require a set-aside of affordable housing 
units in every sub-development. Frequently, these regulations are coupled with density 
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bonuses for the developers—that is, the developers are allowed to build more units per 
acre in exchange for making a percentage of the units affordable to low- and moderate-
income families. The State of California, for example, conditions a developer’s access to 
tax increment funding on this type of set-aside requirement (whereby a set percentage of 
all housing units created in TIF districts must be affordable).

Reduce zoning restrictions. A 1994 study by Lukermann and Kane identified a number 
of zoning regulations in use in the Twin Cities metropolitan region that increase the cost 
of housing. The study of ten suburban Twin Cities communities found, for example, that 
all had minimum lot sizes at least 20 percent greater than the Metropolitan Council’s 
advisory standard set in the 1980s (but no longer avowed by the Council), and one-half 
had minimum floor areas well above building code requirements. The authors of this 
study concluded that the communities they studied “have not created realistic opportu-
nities for affordable housing other than on a very limited basis” (32). 

Anthony Downs (1995) recommends statewide zoning laws that would enable the 
state to override local zoning rules where they have been found to unnecessarily restrict 
the development of affordable housing. Short of such outright override power, the state 
could condition access to local government aid on the development of more reasonable 
zoning practices.

Regulate the demolition of affordable housing. The LCA program as it currently oper-
ates provides a rationale for some communities to demolish affordable housing. The 
Metropolitan Council’s own figures indicate that over one thousand units were removed 
in 1996 alone, and it is estimated that 317 affordable rental units and 340 affordable 
ownership units have been demolished since the program began (Metropolitan Council 
1997). Some communities have pointed to the fact that they are already above their LCA 
benchmarks for affordable housing and, therefore, in the name of deconcentrating pov-
erty, should be allowed to remove some units.11 Stronger regulation of demolition would 
prevent this abuse. The state’s “one for one replacement housing” law was repealed at the 
time that LCA was enacted, but the experience of the past two years suggests that there 
is a need to revisit this decision. The tepid rate of affordable housing development 
generated by LCA is in danger of being matched, if not exceeded, by the demolition of 
affordable units in the region.

11 Interview with Tom Streitz, Attorney, Legal Aid Society of Minneapolis, August 12, 1998.
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Conclusion

Our analysis of the goal setting process in the LCA program suggests that the 
Metropolitan Council’s system of benchmarks and definition of affordability 
undermine the program’s goal of increasing affordable housing. We found that, 

according to the rules of the program, 74 and 72 percent of the participating communi-
ties already meet or exceed the standard for affordable ownership and rental housing, 
respectively, in the baseline year. Only one-quarter of the communities have existing 
levels of affordable housing that are less than the Council’s benchmarks. Indeed, the 
Council’s definition of affordability suggests that 68 percent of all housing units in the 
region are affordable. This seems to contradict statistics that show a significant shortage 
of affordable units throughout the region and seems to belie the rationale for a regional 
housing program in the first place. 

Further undercutting the potential of LCA to change affordable housing condi-
tions in the region is the fact that most of the (relatively few) communities that have not 
already met their benchmarks have negotiated goals with the Council that fall short of 
the benchmarks. It appears that the benchmarks are meaningful primarily for communities 
that have already met them. The apparent result of the program’s rules is that the major-
ity of communities will not be adding affordable housing in higher proportions than 
currently exist. Only 10 percent of the participating communities will increase their 
proportion of affordable ownership, while just over one-quarter will increase the relative 
availability of rental housing. In the aggregate, this means that LCA will actually result 
(if all goals are fully met) in a reduction in the proportion of affordable ownership and 
rental housing in the region by 2010 compared to the status quo.

It should also be noted that even if LCA goals simply maintain the status quo they 
would guarantee that the gap between the number of affordable units and the total 
number of units in the region will increase, even though the former remains a constant 
percentage of the latter. Since it is safe to assume that the need for affordable housing 
will also grow at a constant percentage (at least) of the total, this need will likewise rise 
farther above the actual number of affordable units, and more low-income citizens will 
be unable to find an affordable residence. Thus, merely increasing the number of these 
residences will not reduce the number of people who cannot afford housing. Reducing 
the affordability gap that currently exists requires increasing the relative availability of 
affordable housing, and LCA is not designed to accomplish that objective.
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Appendix 1. Analysis of Ratios in the    
Non-Affordability Categories of LCA Planning

Benchmarks and goals are determined by the Metropolitan Council and every LCA 
community in six different categories, and the two based on affordability have 
been discussed in this report. What follows are the calculations of all three ratios 

for the remaining four categories of non-single-family detached housing, renter-occupied 
housing, single-family dwellings, and multi-family dwellings.

Using the first table as an example of how to interpret these calculations, the figures 
in the column under the heading “non-single-family detached” indicate that 42 percent 
of LCA communities in the baseline year of 1995 have not yet met their benchmarks 
for non-single-family detached housing. In the next column, we see that 47 percent of 
LCA communities have less rental housing than their benchmarks. The last two columns 
indicate that 35 percent and 44 percent of LCA communities have maximum densities 
for single-family and multi-family housing, respectively, that are less than the program 
benchmarks.

Percentage of LCA Communities with Given Existing-to-Benchmark Ratios

 E/B ratio: Non-single-  Renter- Single-family Multi-family
  family detached occupied density density

 < .95 42 % 47 % 35 % 44 %
 .95 to 1.05 9 % 8 % 11 % 7 %
 > 1.05 49 % 46 % 64 % 49 %

    Mean 1.03 1.06 1.19 1.04
 Number 91 92 91 90

The denominator for the E/B ratio is the midpoint of the benchmark range.

 E/B ratio: Non-single-  Renter- Single-family Multi-family
  family detached occupied density density

 < .95 42 % 47 % 35 % 44 %
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 > 1.05 49 % 46 % 64 % 49 %

    Mean 1.03 1.06 1.19 1.04
 Number 91 92 91 90
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Percentage of LCA Communities with Given Goal-to-Benchmark Ratios

 G/B ratio: Non-single-  Renter- Single-family Multi-family
  family detached occupied density density

 < .95 25 % 38 % 20 % 30 %
 .95 to 1.05 61 % 50 % 53 % 55 %
 > 1.05 14 % 12 % 27 % 15 %

    Mean .95 .92 1.06 .97
 Number 87 87 86 86

The denominator for the G/B ratio is the midpoint of the benchmark range.

 G/B ratio: Non-single-  Renter- Single-family Multi-family
  family detached occupied density density

 < .95 25 % 38 % 20 % 30 %
 .95 to 1.05 61 % 50 % 53 % 55 %
 > 1.05 14 % 12 % 27 % 15 %

    Mean .95 .92 1.06 .97
 Number 87 87 86 86
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 .95 to 1.05 61 % 50 % 53 % 55 %
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 G/B ratio: Non-single-  Renter- Single-family Multi-family
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 < .95 25 % 38 % 20 % 30 %
 .95 to 1.05 61 % 50 % 53 % 55 %
 > 1.05 14 % 12 % 27 % 15 %

    Mean .95 .92 1.06 .97
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Percentage of LCA Communities with Given Goal-to-Existing Ratios

 G/E ratio: Non-single-  Renter- Single-family Multi-family
  family detached occupied density density

 < .95 43 % 45 % 44 % 44 %
 .95 to 1.05 23 % 20 % 30 % 28 %
 > 1.05 34 % 35 % 26 % 28 %

    Mean 1.09 1.10 .98 .96
 Number 88 88 86 79

 G/E ratio: Non-single-  Renter- Single-family Multi-family
  family detached occupied density density

 < .95 43 % 45 % 44 % 44 %
 .95 to 1.05 23 % 20 % 30 % 28 %
 > 1.05 34 % 35 % 26 % 28 %

    Mean 1.09 1.10 .98 .96
 Number 88 88 86 79

 G/E ratio: Non-single-  Renter- Single-family Multi-family
  family detached occupied density density

 < .95 43 % 45 % 44 % 44 %
 .95 to 1.05 23 % 20 % 30 % 28 %
 > 1.05 34 % 35 % 26 % 28 %

    Mean 1.09 1.10 .98 .96
 Number 88 88 86 79

 G/E ratio: Non-single-  Renter- Single-family Multi-family
  family detached occupied density density

 < .95 43 % 45 % 44 % 44 %
 .95 to 1.05 23 % 20 % 30 % 28 %
 > 1.05 34 % 35 % 26 % 28 %

    Mean 1.09 1.10 .98 .96
 Number 88 88 86 79

 G/E ratio: Non-single-  Renter- Single-family Multi-family
  family detached occupied density density

 < .95 43 % 45 % 44 % 44 %
 .95 to 1.05 23 % 20 % 30 % 28 %
 > 1.05 34 % 35 % 26 % 28 %

    Mean 1.09 1.10 .98 .96
 Number 88 88 86 79



39

Appendix 2.  Appendix 2.  
Cities and Minor Cities and Minor Cities and Minor 
Civil Divisions in Civil Divisions in 
the Seven-County  the Seven-County  
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