R E S E A R C H B R I E F | M AY 2 0 1 7

The Effects of
the Low-Income
Housing Tax Credit
(LIHTC)
W W W. F U R M A N C E N T E R .O R G | @ F UR MA NCE NTE R NY U

The Low-Income Housing Tax Credit (LIHTC) Program is the largest federal subsidy for the development
and preservation of affordable housing. Since it was established by the Tax Reform Act of 1986, LIHTC has
financed the development and preservation of more than 2.1 million units in over 28,000 developments
across the country.1 LIHTC is currently the federal government’s primary subsidy for the new construction
and preservation of affordable housing, and is projected to cost (in tax revenue forgone) $7.9 billion in 2016.
As federal tax reform looms, however, there is growing uncertainty surrounding the future of LIHTC.
Given the bipartisan support for reform and even expansion of the LIHTC, the credit itself may survive any
tax reform efforts.2 However, the President’s current tax reform proposal to lower the corporate tax rate to
15 percent from 35 percent may render the tax credit much less valuable as a mechanism for financing
afford-able housing going forward.3 In short, , a lower tax rate lowers the value of tax losses, such as
depreciation, that are passed through to the investors, driving down the price they are willing to pay for
the credits. According to recent news, the uncertainty over the future corporate tax rate has already led to
a slowdown in closings on LIHTC developments and a decrease in the price that investors are willing to pay
even today for the credits.4
In contemplation of debate about these possible changes, this brief explores what we know about who LIHTC
serves and what research has shown about the impact of the program.
1 The dataset includes 28,448 projects and 2,151,369 units placed in service between 1995 and 2014. The average number of units per property
and the distribution of property size are both calculated based on the 28,321 properties with a known number of units, and not the full universe
of 28,448 properties. The database contains missing data for number of units (0.5%), qualifying ratio percentage of tax credit units (7.4%),
and bedroom count (13.5%). Totals may not sum to 100 percent because of rounding.
2 The Affordable Housing Credit Improvement Act of 2017 (S. 548), also referred to as the Cantwell-Hatch bill, has been introduced and has
bipartisan support in the U.S. Senate. A version of the Act has been introduced in the U.S. House of Representatives that does not include
expansion of the program.
3 Bender, Michael C., Richard Rubin, and Nick Timiraos. 2017. “Trump Wants Tax Plan to Cut Corporate Rate to 15%.” Wall Street Journal,
April 24, sec. Politics. https://www.wsj.com/articles/trump-wants-tax-plan-to-cut-corporate-rate-to-15-1493057898.
4 Capps, Kriston. 2017. “Tax Reform Hasn’t Started Yet, but Affordable Housing Is Already Taking a Hit.” CityLab. Accessed May 1.
http://www.citylab.com/housing/2017/01/uncertainty-over-tax-reform-is-already-hurting-affordable-housing/514235/.

Research on the
People LIHTC Houses
The Department of Housing and Urban Development (HUD) recently released Understanding
Whom the LIHTC Program Serves: Data on Ten-
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Figure 2: Distribution of Annual Household Income
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Research on the Impacts
of LIHTC Development
New evidence suggests that LIHTC development revitalizes low-income neighborhoods.

In the 2016 study titled, Who Wants Affordable
Housing in Their Backyard? An Equilibrium Anal5 “Understanding Whom the LIHTC Program Serves: Data on
Tenants in LIHTC Units as of December 31, 2014 | HUD USER.” 2017.
Accessed April 19. https://www.huduser.gov/portal/publications/
LIHTCTenantReport-2014.html.
6 The federal poverty level for a family of four was $24,600 in 2017.
“Federal Poverty Level (FPL)—HealthCare.gov Glossary.” 2017.
HealthCare.gov. Accessed May 1. https://www.healthcare.gov/glossary/federal-poverty-level-FPL/. Texas reported household income
for less than 20 percent of households, and the District of Columbia
and Guam reported income for less than one-half of households.
Does not include tenant data from the New York City Department
of Housing Preservation & Development.
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