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Promoting economies of scale

* Research on the cost-drivers of Low-Income Housing Tax Credit
Projects found that larger projects had much lower per-unit costs

« Multifamily housing naturally involves economies of scale.

« Economies of scale are harder to achieve in single-family
construction

« Most often seen in production builders in larger metro areas and
greenfield locations

* Inability to achieve economies of scale is a significant barrier to
new development of lower-cost entry level homes in Vermont



ldea #1: Use offsite construction to achieve
economies of scale for entry-level homes

« Use modular construction to produce high volumes (at least 100 / year,
ideally 200+) of entry-level single-family homes and then distribute through

network of homeownership nonprofits

Planning phase
Determine how to lock in volume discounts

« Option 1: pre-buy agreement with private manufacturer

« Option 2: equity investment for new factory in Vermont

Determine how to distribute homes

Benefits:
» Lower-cost entry level homes without subsidies. (Subsidies could bring price down further)

 Ability to serve more people with limited subsidy dollars
» Option 2 could create well-paying jobs in Vermont
* Ability to provide permanent replacement housing for flood victims



Promoting residential development near
Job centers

* Increasing the supply of housing near jobs:
e Supports economic growth

« Reduces greenhouse gas emissions by reducing vehicles miles traveled
* Improves affordability and quality of life

* Vermont designation programs:

Village centers

Downtowns

New town centers

Neighborhood development areas
« Growth centers

* Are these designation programs sufficient to promote housing near job
centers and achieve the state’s environmental & economic objectives?



Job Centers In or near Vermont
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ldea #2: Consider creating “workforce
housing zones”

« Basic idea is to create incentives for the development of housing (particularly
below-market housing) near jobs.

« Research is needed to study more closely and model parameters

« One option is to designate zones within a certain number of miles of census tract
centroids: desired commute sheds. E.g.,

« Within 7 miles (15-minute drive) of top-five tracts
« Within 5 miles (10-minute drive) of next group of tracts
« Within 2.5 miles (5-minute drive) of final group of tracts

* Need to determine which incentives would apply and whether they would be
automatic or require local application.

« E.g., funding for water/wastewater infrastructure and affordable housing

 Various other incentives that apply to current designation programs



For more information

e Jeffrey Lubell
Jeffrey Lubell@abtassoc.com
Abt Associates
301-634-1752

* LocalHousingSolutions.org

Online guide to local housing policy, developed through the National Community of

Practice on Local Housing Policy, a joint project of the NYU Furman Center and Abt
Associates
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