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1. The Workforce Housing Dilemma. Does Montgomery County
have a workforce housing problem? This report explains the
difference between affordable housing and workforce housing.
It also examines some of the barriers and solutions for developing more affordable homes.
2. Buying and Renting a Home in Montgomery County. This report
focuses on the issues facing homebuyers and renters in Montgomery
County. It addresses funding sources for home rehabilitation and
purchasing assistance. The report also takes a closer look at local
rents and assistance programs for renters.
3. Expanding Locations and Development Potential. This report focuses on two of the most prominent issues associated with building
affordable housing — suitable location and land costs. It includes
model zoning ordinances and reviews other ordinance issues.
4. Eliminating Unnecessary Development Costs. This report addresses the costs of development. It discusses the cost of construction delays and details how various site planning and design
techniques can save money for both developers and homebuyers.
5. Cutting Building Costs, Not Quality. This report focuses on the
actual costs of building construction and how they can be lowered
by employing modular construction and using building techniques
that save on energy costs.
6. Helping Employees With Housing Costs. This report addresses
employer-assisted housing.
It focuses on the various
For more information on this
ways that employers can
topic, call the Montgomery
encourage home purchases
County Planning Commission
and includes examples of
at 610-278-3722.
local and regional programs.
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The Workforce Housing Challenge

Workforce Housing from Many Perspectives

Buying a home can be a real challenge. Even with relatively low
mortgage rates and consistent new home construction, people are
finding it difficult to purchase a modest home or rent an affordable
apartment close to their place of employment.

Housing prices, even in older areas
of the county (such as West Conshohocken), have risen significantly over the last several years.
Households across the country are
spending more of their incomes on
housing costs.

Housing prices in Montgomery County continue to go up. An existing single-family detached home had a median cost of $324,900 in
2005. A new single-family detached home had a median cost of
just under $515,000. Historically, the rule of thumb for housing
affordability has been a household spending 2.5 to 3 times their
annual income on a home purchase. Using HUD’s median income
of $68,800, a household would have to spend 4.7 times that for a
median priced detached home in the county.

The companies that responded ranged in size from less than five
employees to almost 5,000 — each with their own recruitment and
benefits needs. Some are rapidly growing firms looking to add
dozens of employees each year; others don’t see any expansion
plans in their future. And not all of them have employees with
problems affording housing.

The median cost of a single-family attached home (townhome) was
$210,000 in 2005. Apartments, once thought of as a more affordable
way to purchase a home, are lately constructed as luxury homes. For
many households, these costs are far from affordable. Moderateincome households — frequently with steady, well-paying jobs — are a
segment of the local population whose housing needs are often overlooked by the housing market.

What Is Affordable Housing?
Typically, “affordable” housing is defined as costing no more than 30
percent of a household's monthly income. That means rent and utilities in an apartment or the monthly mortgage payment, taxes, utilities, and other housing expenses for a homeowner, should be less
than 30 percent of a household's monthly income.

If you had to purchase the home you
live in today at its current market
value, with the salary you make
now, could you afford it?

Understanding workforce housing on a local level has become a little
clearer as a result of several surveys done by staff at the Montgomery
County Planning Commission (MCPC). The responses from businesses
and municipal officials across the county gave the planning commission a greater sense of how to address this issue.

Affordable housing takes many forms. It can be age-restricted and
accessible housing to allow senior citizens to age in place. It can be
an accessory dwelling unit, which gives households the flexibility to
rent the additional unit or house other relatives. Sometimes it’s
housing units built through inclusionary zoning or density bonus ordinances, units which can be mandated to be kept affordable for years
or even forever. Or it can simply be smaller homes on smaller lots —
the starter home of yesteryear — built without all the bells and whistles commonly seen in new construction.
In the end, what truly defines affordable housing is the price that
workers who earn typical area salaries can afford to pay. Some
households can easily afford to pay more than 30 percent of their income on housing. Others, despite having decent jobs and a regular
paycheck, may end up paying more than they can afford. This leaves
little or no money for other expenses.
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About 28 percent of all the respondents indicated that employees
have left to work elsewhere or have turned down positions because of the high cost of housing. Many of these responses noted
that an unreasonable commute was the reason for losing employees. An excessive commute and the cost of housing are very much
linked. Employees may have no choice but to live a distance from
their job because they simply cannot afford to live in areas closer
to their place of employment.

As more traditional benefits, such
as health insurance, grow more
expensive, providing incentives
like home purchase assistance
could go a long way toward retaining quality employees.

We received about 120 responses from municipal officials. Of
these, 72 percent responded that there is either a modest or significant lack of reasonably priced homes in the county. Sixty-five
percent of respondents stated that their municipality should be
doing something about this lack of reasonably priced homes, ranging from providing density bonuses to reducing minimum lot sizes
in appropriate districts. A majority felt that their municipality
would be willing to work with a developer who was proposing affordably priced homes. And although many survey respondents
had concerns with issues such as traffic and congestion, impact on
property values, and density, these concerns would relate to almost any development. The majority of respondents seemed open
to having more affordable homes in their communities.
We also surveyed home developers, who responded that there is definitely a market for affordable homes here in Montgomery County, but
that the market is difficult and land is expensive and hard to come by.
Overall, these surveys revealed that there is a lot of interest in providing reasonably priced homes throughout the county. One of our
next steps is to use this information to bring interested individuals
together to work toward pursuing these issues.
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Making Housing More Affordable

The University of Pennsylvania has
encouraged home purchases in West
Philadelphia by providing employees
of both the university and the University of Pennsylvania Health System
with employer-assisted mortgages and
home improvement grants.

Studies have shown that new
affordable housing developments do not necessarily have
a negative effect on property
values, especially if well integrated into a neighborhood.
Property values are determined by the condition of the
property or housing that is
for sale, other area developments, and local prosperity—
not the location of affordable
workforce housing. In many
cases, affordable housing has
an overall positive impact on
neighboring properties.

What Is Workforce Housing?

There is no easy fix to the disconnect among what local households
earn, what they prefer, what developers build, what regulations control, and what housing costs. There are, however, actions that local
governments, developers, and others can take to help residents more
easily afford a place to live.

Let’s start with what workforce housing is not. It is not low income
housing, nor is it subsidized public housing. It’s not group homes.
And it is not unattractive or rundown homes at the edge of town.

•

Workforce housing is simply homes for working households. It is housing provided by the private sector that is aimed at middle- and moderate-income residents making between 80 percent and 100 percent
of the area’s median income. Some workforce housing initiatives consider households that make as much as 115 percent of the area’s median income as eligible for assistance.

Housing for all income levels should be encouraged in and around
employment centers. This would allow more people to live closer
to where they work and have better access to transportation,
lessening traffic congestion and air pollution concerns at the same
time. Something as simple as a shorter commute could also boost
worker morale and productivity, curb tardiness, and make for
workers who are more dedicated to their jobs.

•

Municipal governments can encourage more affordable homes by
adopting zoning and subdivision ordinances with the right incentives and standards for homes that are within reach of the
county’s workforce. They can also push for innovative site plans
with higher-density development .

•

Developers can contribute to the county’s affordable housing
stock by utilizing innovative site designs (i.e., zero lot line layouts) or making use of cost-saving techniques like clustering
homes on smaller lots or building narrower and/or shorter streets
to reduce the cost per unit.

•

Employer-assisted housing is a successful way of getting employees to live closer to their jobs, and a way of providing stability to
local neighborhoods. For an employer, it could mean less employee turnover, which translates into huge savings. For example,
the University of Pennsylvania provides incentive programs to encourage employees of the university and the health system to purchase homes in specific parts of West Philadelphia.

What is workforce housing?

Workforce Housing:
•

Encourages diverse communities
and provides opportunities for
families to continue living in the
same community — even as children leave the home or seniors
retire and sell the “homestead.”

•

Gives some of the 201,000
workers who commute into
the county the opportunity
to live here.

•

Reduces commuting time
and traffic congestion by
allowing people to live
closer to their jobs.

•

Other places across the country are facing similar issues. They are
tackling workforce housing problems head-on by adopting incentives
or mandates for workforce housing construction, subsidizing landlords
that limit rent increases, or investing in new construction.
Perhaps the simplest approach is to keep the lines of communication
open. Local residents opposed to new affordable homes may be misinformed about the true effect (if any) these homes would have on
their neighborhood. Higher-income residents may fear property values will decline; lower-income residents may fear being priced out of
their homes. Wary developers and local officials may be prejudiced
by past problems with other municipalities or other companies. Keeping people informed, and building strong relationships, can go the distance in creating communities for everyone to enjoy.
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•

•

Permits essential members of
our workforce — teachers,
nurses, police officers, firefighters, hairdressers, sales clerks,
and secretaries — to live near
their place of employment.
Attracts young professionals
to jobs and communities in
the county.
Strengthens the economy by
helping employers attract and
retain critical workers.

Regardless, these are residents who make too much money to
qualify for traditional housing subsidies but not enough to afford
local market-rate homes. It is these residents, ranging from highly
educated young professionals to workers that provide essential
daily services, who may increasingly find that much of the existing
and newly constructed housing in this county is priced beyond
their reach. These are our teachers, police officers, health care
workers, municipal employees, retail clerks, and fire fighters — for
starters. They, and others, are essential to the economic vitality
and success of the county. The county’s employers add jobs like
these every year, and there will always be a need for more reasonably priced homes to house our growing workforce.
Workforce housing is meant to fit with the character of the county’s
existing neighborhoods. It is a method of building quality homes that
would add stability and a sense of character to any community.
Workforce housing can be ownership or rental, a duplex, accessory
apartments, townhomes, a single-family home, or typical market-rate
apartment units.
Montgomery County is fortunate to have had strong job growth and
an increasing population over the years. As housing prices in the
county surge upward, it becomes harder to meet the demand for
affordable homes through the “trickle down” effect of existing
home resale or rehabilitation.
Common scenarios like teardowns and condo conversions only exacerbate this problem, taking more and more affordable units off the market. Additionally, with many prominent employment centers in the
county, housing employees close to where they work will become
more of a challenge as jobs are added to the county’s ranks.
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Does Montgomery County Have a Housing Problem?
Between 2001 and 2005…
•

Median home costs were up
59 percent overall.

•

Existing home costs were up
62 percent.

•

New home costs were up
61 percent.

Purchasing a home in Montgomery County isn’t hard…as long as one
has the means to do it. Housing prices in the county have soared over
the past several years and continue to be at an all-time high.
Assuming a 30-year mortgage with a 5.87 percent fixed interest rate,
annual taxes of $4,000, and $1,500 in other monthly expenses, it
would be difficult for a household earning HUD’s definition of the
area’s median income to afford new construction in the county. In
2005, a four-person household earning the county’s median income of
$68,800 could afford to purchase barely more than 6 percent of the
new homes that sold in the county that year. A two-person household
could scarcely afford any of the new homes sold in the county in 2005.
While it is true these households could more easily afford existing
construction, it is of great concern that so few workforce housing
units are being built.

New Homes Affordable to Median Income Households (2005)
Down
Household
Payment
Size
Amount
4 Person

New construction in the county is
increasingly out of reach for many
members of the county’s workforce.

Barriers to Affordable Homes

2 Person

2005
Area
Median
Income

2005
Affordable Percent of
Affordable
Units
Affordable
House
Units
Value
SFA SFD

5%

$68,800

$217,000

80

4

4.7%

10%

$68,800

$233,000

103

5

6.1%

5%

$55,040

$174,000

20

0

1.1%

10%

$55,040

$186,000

31

0

1.7%

The cost of building a home is only one of the barriers to building and
owning an affordable home. Numerous other obstacles add costs to
the ultimate sale price and make workforce housing construction
more difficult. These include high land costs, labor and materials
costs, environmental constraints, limited land availability, rising interest rates, prohibitive regulations, impact fees, and the local review
and approval process.

The costs of development are far
greater than the cost of building
materials. There are many barriers
to the construction of new affordable workforce housing.

For example, the regulatory process can hinder affordable home development. Zoning ordinances may discourage reasonably priced or higherdensity housing. Subdivision standards may not have the provisions that
would allow for narrower streets, smaller lot sizes, or other strategies to
cut down on construction costs. A community’s permitting process is
often time consuming and lengthy — adding unnecessary costs to the
development process. Lastly, current design and production trends do
not always encourage the development of affordable housing developments. With a strong market for high priced homes, developers may
choose to build luxury housing units to maximize their profits.
There are ways to minimize these barriers. For starters:
•

Streamline the review and approval process. It isn’t uncommon for development proposals to take months or years to receive final approval. Municipalities can expedite this process
by making forms and applications available online, quickly reviewing small subdivision applications or workforce housing
proposals, waiving or reducing fees for workforce housing developments, keeping ordinances current, creating a one-stop
permitting program, and delegating approval authority to a
planning commission (permissible under the Pennsylvania Municipalities Planning Code).

•

Cut down on unnecessary costs. There are many ways to cut
down on construction costs. These include allowing for narrower
and shorter streets, reducing parking and sidewalk requirements
where appropriate, reducing lot dimensions and sizes, utilizing
stormwater best management practices, providing incentives for
clustering and other high-density development, and allowing both
developments with a mix of uses and mixed-residential types.

Total number of market-rate transactions analyzed: 1,774 (819 SFA, 955 SFD)

Average rents in the county have been going up as well. The 2000
decennial census reported that the county’s median gross rent was
$757. The 2005 estimate, from the American Community Survey is
$889. Rents for newly constructed units can be even higher — onebedroom units can easily cost more than $1,000 per month. Newly
constructed apartments with three or more bedrooms for larger
households are seemingly scarce or prohibitively expensive.
The results? Many households must spend more than 30 percent of
their income on housing costs, which may not leave enough money for
other necessities. Households with few choices may end up sharing
cramped quarters or without a home at all. Those who work in the
county but cannot afford to live here will add to congested commuting patterns. The effects of this issue reach beyond the homeowner.
Businesses, especially those needing entry-level workers, will suffer.
Employers will likely experience extra labor costs, unnecessary employee turnover, and loss of productivity if workers cannot afford to
live near their place of employment.
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Regulatory barriers can significantly
increase building costs — as much as
25 percent by some estimates.

In the end, local regulations should strive to allow for a balance of
home types. Although reducing the barriers to affordable home construction is a huge issue to tackle, municipalities and developers can,
and should, work together to realize this goal.
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