


financial incentives from the government. That leaves 
80% of the units at market rate. In most new develop-
ments, those are affordable only for “high income”  
and wealthier “middle income” families.  
 
That means that, all things considered, there’s usually  
a big gap between the rents a developer hopes to 
charge and the incomes of the families who already live 
in the neighborhood. Does the new development “fit”  
in the neighborhood? 

Let the participants think about how the new develop-
ment might change the neighborhood. Who will it 
bring? Beyond the new families, how might it change 
the character of the neighborhood? Who might want a 
fancy new development in the neighborhood? Why? 
Who might not want a fancy new development in the 
neighborhood? Why not? 

New developments have direct effects – in terms of the 
new people they bring to the neighborhood. But they 
also have secondary effects – new people might bring 
new businesses, for instance. New people and new 
businesses might lead to rising property values. That’s 
great if you own your own apartment, but not always  
so great if you’re a renter. 

Regardless, new developments can affect a neighbor-
hood in many ways large and small. Using the chart  
to show which families might move in can be the start 
of a larger, more interesting discussion.  
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Facilitating discussion
At the end of this exercise the conversation can take 
many directions. It’s up to you, as the facilitator, to 
decide where to lead the discussion. Many individuals 
just want to start a conversation about rising rents, 
displacement, and “gentrification.” Others want to get 
people riled up and interested in fighting for more 
affordable housing. Others want to use the chart to kick 
off a discussion about what kind of affordable housing 
they’d like to see in a new development, or to have  
a conversation about an affordable housing plan that 
someone else is proposing. Here are some quick tips 
for kicking off that discussion.

Rising Rents and Displacement
One great way to start this conversation is to ask your 
group what they think the neighborhood will look like  
in 5 years, 10 years, 20 years. Which income categories 
will they see more of? If there is a big gap between 
rents and incomes, you might ask: How are low-income 
folks able to stay in the neighborhood now? Are those 
resources growing or shrinking? Why?

Affordable Housing
This conversation is a little more complicated. Look at 
the program strips in more detail. Which programs are 
still alive (adding more units)? Which are “dying” (losing 
units)? What do the “dying” programs have in com-
mon? What do the “living” ones have in common? What 
would a good affordable housing policy look like?  
Whom would it serve? How many units would it create?
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Glossary
Affordable Housing has a 
technical definition that comes 
from the government. It’s 
housing that families in certain 
income categories can occupy 
for 30% or less of their income. 

Affordable Rent Burden is 30%  
of your gross income, according 
to HUD. 

Area Median Income, or AMI, is 
the old term for median family 
income. People still use it. It 
means the same thing as MFI. 

A Bond is a way for governments 
and companies to raise money. 
Investors (called bondholders) 
give money to governments  
and companies (called bond 
issuers). In exchange, the bond 
issuer promises to pay the 
money back plus interest. See 
also: Tax-Exempt Bond. 

Gross Income is what you make 
before taxes. 

Fair Market Rent, or FMR, is a 
number calculated by HUD. In 
most areas, it’s the amount  
of the 40th percentile rent on a 
standard condition apartment. 
That means 40 percent of similar 
apartments rent for less, and  
60 percent rent for more. FMR 
varies by area and by number  
of bedrooms. HUD uses FMR to 
set reimbursement limits for 
programs like Section 8. In High 
Housing Cost Areas like  
New York City, FMR is used  

to calculate the income limits  
for affordable housing programs. 

A Family, according to HUD, is  
a group of people who live in a 
house or apartment and are 
related to each other by birth, 
marriage, or adoption. The 
NYCHA definition is broader  
– it also includes people living  
alone or people connected  
by domestic partnership,  
guardianship, court-appointed  
custody, or a “cohesive sharing  
relationship.” The definition  
of family is important because  
only families, not just any old 
household, can apply for 
programs like Public Housing 
and Section 8!

In a High Housing Cost Area,  
the normal relationship between 
area housing costs and area 
incomes is out of balance. In 
these areas, even families  
who earn typical area incomes 
have a hard time affording 
market-rent apartments. HUD 
adjusts the income categories 
upward in these areas. To see 
how this works, go to page 119. 

A Household is just a person  
or group of people who live in  
a house or apartment. All  
families are households, but  
not vice versa. 

A Housing Authority is a local 
agency that gets money from 
HUD to manage public housing 
and administer Section 8 
programs. There are more than 
3000 housing authorities across 
the country. 

Evaluating a Particular Project
This conversation is pretty straightforward. Look at the 
development dots. Who are these new units affordable 
to? Who do you think they SHOULD be affordable  
to? Who gets to make these decisions? Who should 
you talk to next? 

A Specific Campaign
This tool can be used with a specific campaign, and it 
can help your group know the facts and understand  
the policy. Take the conversation in a direction that gets 
people talking about your campaign. How does this 
new information relate?
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Metropolitan Statistical Areas,  
or MSAs, are regions that  
the government uses for various 
data-collection and budget- 
allocation purposes. It’s the area 
over which HUD calculates MFI, 
and usually corresponds to the 
territory covered by a housing
authority. Each MSA represents 
an urban core and the economi-
cally integrated surrounding area. 
There are about 1000 across  
the country (though the smaller  
ones are called “Micropolitan 
Statistical Areas”). New York 
City’s MSA is so big and diverse 
that the government subdivides it 
into regions called HMFAs to 
collect statistics and administer 
affordable housing programs. 

A Mortgage is the type of loan 
that people and companies use 
for property and buildings. A 
bank or other lender uses the 
property or building as collateral 
for the loan until the borrower 
pays it off. 

Planning, aka urban planning, is 
when the government – city, 
state, or federal – gets involved 
in the physical development of  
a city or region. Governments 
use various tools to plan – laws 
and regulations, but also tax 
incentives and other subsidies 
that shape the ways that cities 
look and, to a lesser extent,  
who lives there.  

A Real Estate Developer is the 
person who assembles the  
land, gets the financing (usually 
including subsidies from the 
government), and hires the 

architects and contractors to 
build (or rehabilitate) a building. 

Sub-Borough Areas are regions 
that the city government uses for 
various data-collection purposes. 
There are 55 of them. They’re 
clusters of neighborhoods with 
populations over 100,000. 

A Subsidy is financial aid from 
the government to individuals or 
groups for activities that the 
government wants to encourage. 
The government gives money  
to farmers who grow corn, for 
instance, and so more farmers 
grow more corn than they 
otherwise would. 

Subsidized Housing does not 
mean affordable housing. Any 
time the government shares  
the costs of housing with devel- 
opers, landlords, tenants,  
or homeowners, it’s subsidized 
housing. If we take the term  
at its most basic meaning –  
housing that receives some form 
of subsidy – it’s hard to find 
housing that’s not subsidized. 

A Tax Credit is an amount that 
directly offsets what you owe  
in taxes. If you have a $1000 tax 
credit, you can take $1000 off 
your tax bill. 

A Tax Deduction is an amount 
that offsets your taxable income. 
If you make $20,000 per year  
and have a $1000 tax deduction,  
then you only have to pay taxes 
on $19,000. 

A HUD Metropolitan Fair Market 
Rent Area, or HMFA, is a sub- 
division of a Metropolitan Statis- 
tical Area. When a particular  
MSA is too big and economically 
diverse, HUD will break it up  
into smaller pieces called HMFAs 
and calculate separate income 
categories for each. 

The Income Categories that HUD 
and local housing authorities  
use to determine eligibility for 
affordable housing programs  
are calculated from MFI: 

Extremely Low Income:	
30% of MFI or Less

Very Low Income:		
30% to 50% of MFI

Low Income:			 
50% to 80% of MFI

Moderate Income:
80% to 120% of MFI

Middle Income:		
120% to 250% of MFI

High Income:			 
250% of MFI or more

Income Demographics are 
statistical data that show how 
much individuals, families, or 
households in a given area earn. 
You can use the chart and 
included statistics to make an 
income demographic portrait  
of your neighborhood. 

The Interest Rate is the price a 
borrower pays for a loan. The 
price is usually expressed as a 
percentage of the principal per 
year. So if you borrow $800 for 

one year at a 10% interest rate, 
the price of the loan is $80.  
You will have to pay back $880  
at the end of the year.  

Low Interest can refer to any rate 
that’s below the market interest 
rate. Government loan guaran-
tees for private borrowers, for 
instance, make loans less risky 
and lead to “low interest” loans. 

Market Rate, in this context, 
refers to a totally unregulated 
rent that a landlord sets at 
whatever the market will bear.  
In New York City, that can be 
pretty high! The term can also be 
used in the context of interest 
rates. A market interest rate is 
one you’d get from a bank in the 
absence of government 
subsidies or other programs to 
lower the rate below what a 
borrower would normally be able 
to get.  

The Median is the number in the 
middle of a series of numbers 
that goes from lowest to highest. 
It’s not the average, it’s just the 
number in the middle. The 
median of “1, 2, 3, 4, 5” is 3. The 
median of “1, 2, 3, 4, 99” is 3. 

The Median Family Income, or 
MFI, in a given area is the income 
earned by the family right in the 
middle of the income distribu-
tion. Half the families earn more, 
and half earn less. The income 
limits for affordable housing 
programs are calculated from an 
area’s MFI. Some people call MFI 
area median income. 
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Appendix:  
Adjusting MFI
How does the government 
adjust MFI for family size?
 The MFI for a family of four is  
the base. The MFI’s for other 
family sizes are derived from it.
 
For smaller families:
3-person MFI is
90% of 4-person MFI.
 
2-person MFI is
80% of 4-person MFI.
 
1-person MFI is
70% of 4-person MFI.
 
For larger families:
5-person MFI is
108% of 4-person MFI.
 
6-person MFI is
116% of 4-person MFI.
 
7-person MFI is
124% of 4-person MFI.
 
And so on. Just keep adding 8%!
Then those MFI’s are used to
calculate the income limits for
families of that size.

How does the government  
adjust MFI in a “High Housing 
Cost Area”?
The actual MFI for New York City 
is $61,600, but the government 
adjusts that number to $76,800 
to calculate eligibility for 
affordable housing programs. 
That’s because the government 
considers the New York Metro 

Area to be a “High Housing Cost 
Area” where the normal relation- 
ship between income and rents 
doesn’t hold. 

Instead of generating the income 
categories directly from the MFI, 
the government uses a different 
number called “Fair Market Rent”, 
or FMR, so that more people will 
be eligible for affordable housing 
programs.
 
How does the adjustment work?
To find FMR, the government 
looks at the rents for two-bed-
room apartments in the area, and 
then calls the one at the 40th 
percentile the “FMR.” This means 
that 40% of all apartments rent 
for less, and 60% of all apart-
ments rent for more. The FMR  
for a two-bedroom apartment in 
New York is $1318. The govern- 
ment uses this number to calcu- 
late the “very low income” limit.
 
How does this work?
It involves some math:
Take 85% of the FMR: 85% of 
$1318 is $1120.

Find out how much a family 
would have to earn for this
rent to be 35% of their income: 
$1120 is 35% of $3200.
 
Multiply $3200 by 12 months to 
get an annual income of about
$38,400. The “very low income” 
limit in New York is $38,400.

What?
Here’s the rationale. A two-bed-
room apartment in New York that 
rents for 85% of FMR ($1120) is 

A Tax-Exempt Bond is like a 
normal bond, except the investor 
doesn’t have to pay taxes on  
the interest income. This means 
the interest rates don’t have to 
be as high as regular bonds to 
attract investors. Lower interest 
rates means that they’re a 
cheaper way for bond issuers to 
raise money. Under the federal 
tax code, bonds issued by cities 
(called municipal bonds, or 
“munis”) are tax-exempt. New 
York City issues these bonds  
and then loans the money  
to developers to encourage them 
to create affordable housing. 

A Tax Incentive is when the gov- 
ernment encourages an activity 
by taxing it less, or discourages 
an activity by taxing it more. 
Developers build more affordable 
housing because the government 
gives them tax breaks. People 
don’t make as many early with- 
drawals from their retirement 
accounts because the govern-
ment taxes early withdrawal at a 
special, higher rate. 

Unit is real-estate lingo for    
 “apartment.” 

A Voucher, under the Section 8 
program, is a coupon that the 
government gives to a landlord to 
cover a portion of a tenant’s rent. 
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probably not very nice, and  
there aren’t very many of them.  
If a family of four is spending 
more than their affordable rent 
burden (35% rather than 30%  
of income) on that not-very- 
nice, hard-to-find apartment,  
they could probably use  
some help from an affordable  
hous-ing program.
 
So, the government calls this 
hypothetical family “very low 
income” and then calculates the 
other categories from that one.
Almost everywhere else, the 
government finds the MFI for  
an area and derives the income 
categories from that. Here, the 
government works in reverse: It 
derives a “very low income”  
limit and then just doubles that 
to come up with an adjusted  
MFI. We just discovered that the  
limit in New York is $38,400. 
Double that to get $76,800. That’s 
the adjusted MFI in New York.
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This book, What Is 
Affordable Housing?, is 
part of the Envisioning 
Development Toolkit, a 
series of teaching tools 
that foster conversations 
and group learning 
about land use and urban 
development in New 
York City. The Envision-
ing Development Toolkit 
allows everyday New 
Yorkers to use the lan- 
guage that professionals 
use to describe land  
use processes and out- 
comes. It provides  
visual and tactile tools  
to facilitate discussions, 
describe and clarify 
problems, and propose 
and communicate 
solutions.

Find out more at: 
envisioningdevelopment.net
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