COMPREHENSIVE PLAN UPDATE
Housing Steering Committee
MEMBERS

Chairperson
Stephen Wooden

Vice Chair
Paul Stokstad

AGENDA
February 27, 2014 – 7:00 p.m.
Hannah Center, Room 211
819 Abbot Road

Councilmember
Kathleen Boyle

Erik Altmann
Rachel Asbury
Kathleen Duncan
Vennie Gore
Brian Hagan
Wayne Hiner
Jacob Horner
Julie Jones-Fisk
Mike Leffler
Alice Martin
Sabrina Nagel
Betty Nocera
Caleigh Nowlin
David Olsen
Joanne Russell
Jim Secor
Mary Lou Terrien
Rawley Van Fossen

1)

OPENING
A)
B)

Roll Call
Approval of Agenda

2)

STEERING COMMITTEE DISCUSSION

3)

ADJOURNMENT

Staff Liaison
Darcy C. Schmitt
(517) 319-6941
Staff Support
Darcy C. Schmitt
Amy Schlusler
Annette Irwin

City of East Lansing
DEPARTMENT OF
PLANNING
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DEVELOPMENT
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PLANNING, BUILDING & DEVELOPMENT
Quality Services for a Quality Community

MEMORANDUM

City of East Lansing
PLANNING, BUILDING &
DEVELOPMENT
410 Abbot Road
East Lansing, MI 48823
(517) 319-6930
www.cityofeastlansing.com

TO:

Steering Committee Members

FROM:

Annette Irwin
Amy Schlusler
Darcy Schmitt

DATE:

February 21, 2014

SUBJECT:

Housing

At the January Steering Committee meeting the Committee discussed the current
Goals, Objectives, and Action as they relate to Housing. Some of the key
discussion points were as follows:















Need programs to help seniors “age in place”
Need incentives for universal accessible development in mixed use
buildings
Continue to monitor parking requirements to further reduce the number of
required parking spaces where data can justify the reduction
Add sidewalks and crosswalks where missing between neighborhoods
Historic Districts-how to reduce the cost burden of making improvements
under the requirements of the State standards
In favor of loosening requirements that prevent homeowner improvements
to homes such as additions
Revisit Historic Boundaries to add properties that are of Historic value and
eliminate those that are not.
Snow removal is problematic when students are not in town during winter
break
How to address student rental houses if they become less appealing and
possibly vacant as new denser student housing is constructed.
Streetscape is important. Neighborhood identity signs and street trees add to
the character of the City.
Is there a way to make the transfer of rental licenses economically feasible?
Senior Housing opportunities are needed near the University
Concerned about public facilities being used for private purposes
Need universal design in all developments
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Need to add height and density to land use map
Need both income qualified and market rate rental properties

The following documents were requested from the Steering Committee for further
discussion:







Noise Violation Ordinance(attached)
Data on owner-occupied to renter-occupied housing(attached)
Information on affordable housing such as how it is calculated through HUD(attached)
Information on student rental cost in East Lansing(distributed at meeting)
Number of “beds” in East Lansing and on campus(distributed at meeting)
Maps (Including)
o Rental Property
o Zoning

Also attached are a few articles related to some of the January meeting discussions for
preparation of the February meeting. Please review the material and come prepared to discuss
any of the topics that are important to you.

KEY HOUSING GOALS, OBJECTIVES, AND ACTIONS
GOAL 1: To have strong neighborhoods which are diverse, attractive, and safe.
Objective 1-1: Increase supply of diverse housing opportunities which accommodate the needs
of all residents.
Action 1-1.1: Utilize Community Development Block Grant (CBDG) funding in
collaborate with Hometown Housing Partners (HHP) to finance improvements to owneroccupied homes where the family income is below 80% of the Area Medium Income
(AMI).
Action 1-1.2: Create a program to incentivize development projects where a
predetermined percentage of housing units are set aside for persons with income below
80% of the Area Medium Income (AMI).
Action 1-1.3: Provide development incentives to ensure options are available for senior
housing.
Action 1-1.4: Expand on the Downtown Development Authorities (DDA) Housing
Policy by developing guidelines which promote a variety of housing sizes and styles
within mixed-use developments.
Action 1-1.5: Work in collaboration with Michigan State University (MSU) to ensure
that desirable and safe student housing is available near campus.
Action 1-1.6: Establish land use policies which encourage the redevelopment of aging
student housing structures to accommodate the needs of current and future residents, both
students and non-students.
Action 1-1.7: Create a program to educate property owners on the cost-benefit of using
universal design standards in new housing construction.
Objective 1-2: Support activities, policies and institutions that maintain neighborhood stability.
Action 1-2.1: Provide Neighborhood Associations with resources which will increase
their resident levels of participation.
Action 1-2.2: Support neighbors, organizations, and institutions that work toward better
social integration of students in the community to encourage collaborative problem
solving on neighborhood issues.

Action 1-2.3: Develop new land use policies which reduce the number of nonconforming
rental properties in single-family residential districts.
Action 1-2.4: Amend land use policies to allow appropriately scaled expansions to
existing owner-occupied, single-family residential dwellings.
Action 1-2.7: Continue to protect the integrity of the City’s historic neighborhoods and
structures through Code enforcement.
Action 1-2.8: Consider the creation of a new Neighborhood Revitalization Strategy Area
(NRSA) when the existing one expires in 2015.
Objective 1-3: Enhance the safety of neighborhoods.
Action 1-3.1: Pursue funding options to improve neighborhood street lighting.
Action 1-3.2: Develop a best practices manual for neighborhood traffic calming.
Action 1-3.3: Seek funding sources to expedite accessibility improvements to the
neighborhood sidewalks.
Action 1-3.4: Continue and where appropriate expand “community policing” in the
neighborhoods.
Action 1-3.5: Continue enforcing quality of life ordinances such as snow removal, noise,
litter and bulk rubbish.
Objective 1-5: Improve the appearance of neighborhoods.
Action 1-5.1: Develop a streetscape improvement program targeted at major streets.
Action 1-5.2: Create an assistance program for improvements to neighborhood entrances
and other common areas.
GOAL 4: To have quality community assets.
Objective 4 -1: Improve the use of public facilities to meet the needs of a growing community.
Action 4-1.1:
facilities.

Integrate alternative and/or additional uses in underutilized public

Action 4-1.2: Regularly update the Parks, Recreation, Open Space, and Greenways Plan
to manage and improve public recreation facilities.
Objective 4-2: Provide public access to the Red Cedar River.
Action 4-2.1: Seek resources to implement a riverfront park.
Action 4-2.2: Work with Michigan State University and other governmental jurisdictions
to improve public access to the Red Cedar River.

WHAT TOPICS ARE MISSING?

East Lansing Demographic and Housing Data 1970-2010
YEAR
2010
2000
1990
1980
1970

CATEGORY
Persons: Total
Persons: Total
Persons: Total
Persons: Total
Persons: Total

CITY
48,579
46,525
50,677
51,392
47,540

29.00
23
17
15
14
17

38.01
3,535
3,580
3,858
3,648
1,966

38.02
4,372
4,012
2,863
2,002
1,778

39.01
1,927
2,053
2,111
1,791
1,061

39.02
4,380
4,160
3,946
3,989
4,296

CENSUS TRACTS*
40.00
41.00
43.01**
3,776
4,781
3,759
4,215
4,614
4,053
3,948
5,017
4,156
3,766
4,882
4,253
3,904
5,148
6,586

YEAR
2010
2000
1990
1980
1970

CATEGORY
Households: Total
Households: Total
Households: Total
Households: Total
Households: Total

CITY
14,774
14,390
13,500
12,714
10,860

29.00
7
5
5
4
4

38.01
1,575
1,557
1,546
1,269
525

38.02
2,334
2,090
1,543
949
688

39.01
883
901
871
640
279

39.02
1,993
1,897
1,599
1,528
1,414

40.00
1,678
1,629
1,567
1,501
1,407

41.00
1,400
1,375
1,286
1,355
1,553

YEAR
2010
2000
1990
1980
1970

CATEGORY
Average household size
Average household size
Average household size
Average household size
Average household size

CITY
2.23
2.22
2.43
2.57
2.78

29.00
3.29
3.40
3.00
-

38.01
2.24
2.30
2.50
2.87
3.74

38.02
1.87
1.92
1.86
2.11
2.55

39.01
2.08
2.16
2.29
2.63
3.44

39.02
2.06
2.06
2.36
2.51
2.92

40.00
2.20
2.15
2.42
2.43
2.68

YEAR
2010
2000
1990
1980
1970

CATEGORY
Families: Total
Families: Total
Families: Total
Families: Total
Families: Total

CITY
4,811
5,090
5,961
6,619
7,163

29.00
7
5
5
4
4

38.01
890
905
981
958
486

38.02
624
612
538
466
468

39.01
432
500
516
421
249

39.02
726
725
776
792
945

YEAR
2010
2000
1990
1980
1970

CATEGORY
Average family size
Average family size
Average family size
Average family size
Average family size***

CITY
2.80
2.82
2.91
2.94
-

29.00
3.29
3.40
3.00
-

38.01
2.93
2.90
3.03
3.28
-

38.02
2.62
2.72
2.67
2.92
-

39.01
2.82
2.85
3.00
3.18
-

YEAR
2010
2000
1990
1980
1970

CATEGORY
Housing units: Total
Housing units: Total
Housing units: Total
Housing units: Total
Housing units: Total

CITY
15,787
15,321
14,403
13,119
11,217

29.00
7
5
5
4
4

38.01
1,680
1,646
1,640
1,326
547

38.02
2,462
2,225
1,773
991
723

YEAR
2010
2000
1990
1980

CATEGORY
Housing units: Occupied
Housing units: Occupied
Housing units: Occupied
Housing units: Occupied

CITY
14,774
14,390
13,500
12,714

29.00
7
5
5
4

38.01
1,575
1,557
1,546
1,269

38.02
2,334
2,090
1,543
949

43.02
2,220
2,370
2,721
2,877

44.02
1,456
2,163
3,039
3,852
4,296

44.03
1,888
2,314
2,873
2,993
3,360

45.00
51
3
-

46.00
277
264
272
269
155

43.01
1,449
1,504
1,464
1,493
2,110

43.02
875
877
852
881

44.02
810
1,196
1,334
1,499
1,505

44.03
840
1,163
1,224
1,266
1,259

45.00
24
2
-

46.00
140
136
127
117
49

41.00
2.76
2.84
2.84
2.58
2.20

43.01
2.57
2.68
2.82
2.84
2.93

43.02
2.39
2.54
2.92
3.04

44.02
1.80
1.81
2.28
2.51
2.85

44.03
2.25
1.99
2.34
2.36
2.66

45.00
2.13
1.50
-

46.00
1.98
1.94
2.14
2.30
3.16

40.00
702
743
823
859
958

41.00
88
114
158
241
423

43.01
461
509
597
695
1,021

43.02
27
57
31
38

44.02
182
348
684
1,156
1,496

44.03
286
513
775
920
1,075

45.00
12
0
-

46.00
52
53
68
70
25

39.02
2.84
2.82
2.90
3.02
-

40.00
2.75
2.82
2.98
3.00
-

41.00
2.52
2.61
2.61
2.66
-

43.01
2.75
2.81
2.84
2.95
-

43.02
2.11
2.14
2.10
2.26
-

44.02
2.69
2.91
3.02
2.75
-

44.03
2.90
2.83
2.87
2.74
-

45.00
2.58
0.00
-

46.00
2.73
2.68
2.66
2.73
-

39.01
936
928
909
692
287

39.02
2,089
1,971
1,664
1,603
1,469

40.00
1,749
1,673
1,661
1,529
1,457

41.00
1,479
1,419
1,316
1,383
1,609

43.01
1,517
1,537
1,491
1,517
2,185

43.02
877
882
895
883

44.02
1,063
1,529
1,520
1,537
1,534

44.03
930
1,300
1,307
1,315
1,282

45.00
26
2
-

46.00
151
146
136
123
49

39.01
883
901
871
640

39.02
1,993
1,897
1,599
1,528

40.00
1,678
1,629
1,567
1,501

41.00
1,400
1,375
1,286
1,355

43.01
1,449
1,504
1,464
1,493

43.02
875
877
852
881

44.02
810
1,196
1,334
1,499

44.03
840
1,163
1,224
1,266

45.00
24
2
-

46.00
140
136
127
117
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East Lansing Demographic and Housing Data 1970-2010
1970 Housing units: Occupied
YEAR
2010
2000
1990
1980
1970

CATEGORY
Housing units: Vacant
Housing units: Vacant
Housing units: Vacant
Housing units: Vacant
Housing units: Vacant

YEAR
2010
2000
1990
1980
1970

CATEGORY
Housing units: % Vacant
Housing units: % Vacant
Housing units: % Vacant
Housing units: % Vacant
Housing units: % Vacant

YEAR
2010
2000
1990
1980
1970

CATEGORY
Housing units: Owner occupied
Housing units: Owner occupied
Housing units: Owner occupied
Housing units: Owner occupied
Housing units: Owner occupied

YEAR
2010
2000
1990
1980
1970

CATEGORY
Housing units: % Owner occupied
Housing units: % Owner occupied
Housing units: % Owner occupied
Housing units: % Owner occupied
Housing units: % Owner occupied

YEAR
2010
2000
1990
1980
1970

CATEGORY
Housing units: Renter occupied
Housing units: Renter occupied
Housing units: Renter occupied
Housing units: Renter occupied
Housing units: Renter occupied

YEAR
2010
2000
1990
1980
1970

CATEGORY
Housing units: % Renter occupied
Housing units: % Renter occupied
Housing units: % Renter occupied
Housing units: % Renter occupied
Housing units: % Renter occupied

2,110

10,860

4

525

688

279

1,414

1,407

1,553

1,505

1,259

-

49

CITY
1,013
931
903
395
357

29.00
0
0
0
0
0

38.01
105
89
94
57
22

38.02
128
135
230
36
35

39.01
53
27
38
52
8

39.02
96
74
65
75
55

40.00
71
44
94
28
50

41.00
79
44
30
26
56

43.01
68
33
27
24
75

43.02
2
5
43
2

44.02
253
333
186
38
29

44.03
90
137
83
49
23

45.00
2
0
-

46.00
11
10
9
6
0

CITY
6.42%
6.08%
6.27%
3.01%
3.18%

29.00
0.00%
0.00%
0.00%
0.00%
0.00%

38.01
6.25%
5.41%
5.73%
4.30%
4.02%

38.02
5.20%
6.07%
12.97%
3.63%
4.84%

39.01
5.66%
2.91%
4.18%
7.51%
2.79%

39.02
4.60%
3.75%
3.91%
4.68%
3.74%

40.00
4.06%
2.63%
5.66%
1.83%
3.43%

41.00
5.34%
3.10%
2.28%
1.88%
3.48%

43.01
4.48%
2.15%
1.81%
1.58%
3.55%

43.02
0.23%
0.57%
4.80%
0.23%

44.02
23.80%
21.78%
12.24%
2.47%
1.89%

44.03
9.68%
10.54%
6.35%
3.73%
1.79%

45.00
7.69%
0.00%
-

46.00
7.28%
6.85%
6.62%
4.88%
0.00%

CITY
4,955
4,605
4,476
4,421
3,747

29.00
7
5
5
4
4

38.01
855
853
845
812
441

38.02
577
498
360
346
230

39.01
494
517
495
363
213

39.02
755
764
762
781
781

40.00
933
951
932
906
893

41.00
149
117
155
234
255

43.01
653
720
721
778
753

43.02
0
5
7
7

44.02
5
5
2
1
2

44.03
156
154
170
176
161

45.00
7
1
-

46.00
8
8
22
13
12

CITY
33.54%
32.00%
33.16%
34.77%
34.50%

29.00
100.00%
100.00%
100.00%
100.00%
100.00%

38.01
54.29%
54.78%
54.66%
63.99%
84.00%

38.02
24.72%
23.83%
23.33%
36.46%
33.43%

39.01
55.95%
57.38%
56.83%
56.72%
76.34%

39.02
37.88%
40.27%
47.65%
51.11%
55.23%

40.00
55.60%
58.38%
59.48%
60.36%
63.47%

41.00
10.64%
8.51%
12.05%
17.27%
16.42%

43.01
45.07%
47.87%
49.25%
52.11%
35.69%

43.02
0.00%
0.57%
0.82%
0.79%

44.02
0.62%
0.42%
0.15%
0.07%
0.13%

44.03
18.57%
13.24%
13.89%
13.90%
12.79%

45.00
29.17%
50.00%
-

46.00
5.71%
5.88%
17.32%
11.11%
24.49%

CITY
9,819
9,785
9,024
8,293
7,113

29.00
0
0
0
0
0

38.01
720
704
701
457
84

38.02
1,757
1,592
1,183
603
458

39.01
389
384
376
277
66

39.02
1,238
1,133
837
747
633

40.00
745
678
635
595
514

41.00
1,251
1,258
1,131
1,121
1,298

43.01
796
784
743
715
1,357

43.02
875
872
845
874

44.02
805
1,191
1,332
1,498
1,503

44.03
684
1,009
1,054
1,090
1,098

45.00
14
1
-

46.00
132
128
105
104
37

CITY
66.46%
68.00%
66.84%
65.23%
65.50%

29.00
0.00%
0.00%
0.00%
0.00%
0.00%

38.01
45.71%
45.22%
45.34%
36.01%
16.00%

38.02
75.28%
76.17%
76.67%
63.54%
66.57%

39.01
44.05%
42.62%
43.17%
43.28%
23.66%

39.02
62.12%
59.73%
52.35%
48.89%
44.77%

40.00
44.40%
41.62%
40.52%
39.64%
36.53%

41.00
89.36%
91.49%
87.95%
82.73%
83.58%

43.01
43.02
54.93% 100.00%
52.13%
99.43%
50.75%
99.18%
47.89%
99.21%
64.31%

44.02
99.38%
99.58%
99.85%
99.93%
99.87%

44.03
81.43%
86.76%
86.11%
86.10%
87.21%

45.00
58.33%
50.00%
-

46.00
94.29%
94.12%
82.68%
88.89%
75.51%

* For census tracts that cover more than one municipality, these census values are reported only for the portion of the census tracts that lies in East Lansing.
** Census tract 43 split into two census tracts: 43.01 and 43.02 in 1980.
*** Average family size was not reported for 1970.
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Residential Futures

Thought-Provoking Ideas on What’s Next
for Master-Planned Communities

About the
Urban Land Institute
The mission of the Urban Land Institute is to provide leadership in the responsible use of
land and in creating and sustaining thriving communities worldwide. ULI is committed to
Bringing together leaders from across the fields of real estate and land use policy to
exchange best practices and serve community needs;
Fostering collaboration within and beyond ULI’s membership through mentoring,
dialogue, and problem solving;
Exploring issues of urbanization, conservation, regeneration, land use, capital
formation, and sustainable development;
Advancing land use policies and design practices that respect the uniqueness of both
built and natural environments;
Sharing knowledge through education, applied research, publishing, and electronic
media; and
Sustaining a diverse global network of local practice and advisory efforts that address
current and future challenges.
Established in 1936, the Institute today has nearly 30,000 members worldwide, representing the entire spectrum of the land use and development disciplines. ULI relies heavily
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Introduction
At the May 2012 ULI Spring Meeting in Charlotte, North Carolina, almost 200 ULI members crowded into a standing-room-only panel discussion on a topic that is of great
interest to many in the real estate community: the future of residential development.
During the session, titled Making Money in Residential Real Estate: What Will the Housing
Business Look Like in the Future and How Will It Be Funded?, participants explored the
role that market and site selection; community, neighborhood, and home design; marketing and communications; and debt and equity will play in the new housing and community development model.
In conjunction with that session, panel member and ULI trustee Robert Sharpe, president of Sharpe & Associates and the developer of Rancho Sahuarita, distributed a
17-question survey to further engage industry leaders in the ULI network who specialize in master-planned community (MPC) and residential development. This discussion
paper, produced by the ULI Terwilliger Center for Housing, captures their thoughtful
comments and thought-provoking ideas on what’s next for MPCs and offers some possible insights on the future of residential development in general. To be clear, this discussion paper should not be considered as an analysis of the market by ULI or a prediction by ULI of what will happen.
The discussion paper is organized into four chapters. In the first chapter, real estate
industry leaders from across the country weigh in on who will be buying new homes,
what amenities consumers will expect to see in their communities, and reasons why
consumers will elect to purchase new homes over resales. Chapter 2 highlights their
best thinking on where to develop, what they see as the future of suburban development, what design and amenities will attract buyers, and what breakthrough ideas will
make development successful in the future. In the third chapter, respondents are asked
how their marketing strategies will change as a result of emerging digital technologies.
Finally, in chapter 4, top industry leaders discuss the status of the capital markets, the
new paradigm in profitability for homebuilding, the future of infrastructure funding, and
the new business model for residential development.
The purpose of this publication is to share a wide range of ideas suggested by ULI
members engaged in residential development and to stimulate further discussion on
the future of MPC development in general. Although the insights shared here may, or
1

may not, be useful to other real estate, this discussion paper is not directly focused on
other for-sale housing beyond MPCs. Importantly, the rental market and apartments
are not covered. We hope this report will prove beneficial to members and other partners in the ULI network and will further the goal of helping create better and more sustainable places to live.

Methodology
In conjunction with a session at ULI Spring Meeting 2012, ULI trustee Robert Sharpe
distributed a questionnaire to engage real estate industry leaders on five topic areas
originally identified by the session’s moderator, Gadi Kaufmann, managing director
and CEO of RCLCO. The five topic areas were (1) new consumer/demand paradigm,
(2) what and where to develop, (3) marketing and communications, (4) capital markets,
and (5) exit question. The five topic areas resulted in a total of 17 questions. For the
purpose of this report, the fourth and fifth topic areas were combined.
Sharpe e-mailed the questionnaire to 70 ULI members who specialize in MPCs and
received 31 responses, which resulted in nearly 50 pages of narrative answers to the
questionnaire. The ULI Terwilliger Center for Housing then carefully reviewed all of
the responses and selected five or six answers for each question to include in the
report. The responses featured in this report were chosen because they represented
the diversity of opinions expressed by the respondents.
Each chapter of this publication is accompanied by a word cloud—a visualization of word
frequency in a given text as a weighted list. Given that the discussion paper captures
only selected responses, the Terwilliger Center used word clouds as a graphic concept
to incorporate other key words and phrases from the original questionnaire responses.
The ideas contained in this report are just that—ideas. Because of the nature of the discussion paper, responses to the same question may show a degree of disagreement or be
flat out contradictory. The included comments and word clouds represent the opinions of
the select group of ULI members contacted with the questionnaire. Each response (identified by a triangular bullet point) reflects a different person’s view. The views expressed in
this report are not intended to be representative of the entire ULI membership.
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Chapter 1

A Housing Paradigm Shift:
The New Homebuyer
In decades past, developers have produced more than 2 million homes per year, a supply
far in excess of demand.1 After the housing bubble burst in 2008, many communities were
hit hard by foreclosures, creating widespread homeownership losses. As the economy continues to recover, markets are beginning to stabilize, but one thing is certain, the “old” normal will not return, because homebuyer preferences are changing. Expanding cohorts such
as intergenerational families, single women living alone, generation Y, and baby boomers
are all pursuing different lifestyles that require a range of housing choices and amenities to
better suit their needs. Consequently, investors and developers have had to become more
sophisticated in meeting housing demand, which varies from market to market, by changing
their traditional business models to adapt to the preferences of today’s consumer.

Who are the customers that will be buying new homes from 2012 to 2015?
l F
 irst-time buyers, who are streaming out of apartments, their parents’ homes, or
overoccupied dwellings, will continue to form new households. Comprising primarily younger couples who already have children or who are planning to get married
and have children, these first-time buyers will be 30 percent of the market.
l Young women in their 20s are outearning their male counterparts and buying
houses at twice the rate of their male cohorts. In addition, baby boomers, who are
facing retirement, are moving to smaller homes, located closer to their children, and
to retirement communities or buying vacation homes.
l T
 he first wave of buyers will be renters and young families that have been doubling
up or staying with parents. They will be less fastidious than buyers in 2005 because
their new home purchase in 2012–2015 will be a substantial upgrade from their
3

existing living arrangement. These buyers will be very price sensitive from a monthly
payment perspective. As these buyers absorb inventory, prices will firm up, allowing
the move-up segment to sell their existing home and upgrade to a more appropriately sized home for their circumstances. Most buyers during this time frame will be
incentivized by need rather than want.
l N
 ationally, the move-up market has accumulated five years of pent-up demand
that has been frozen in place for a variety of reasons, including a lack of homebuyer
confidence and urgency and a lack of mobility, resulting from “underwater” mortgages, slow job growth, tighter mortgage underwriting guidelines, and a continual
stream of distressed home sales. When those buyers are able and ready to sell their
existing homes, they will trade up.
l M
 any 2012–2013 buyers will be people who decide the market has bottomed out
and want to seize a bargain while they can. By 2015, more vibrant job growth and
appreciating home values will prompt buyers, who have rented for several years or
who have burned off the five- to seven-year credit impact of a foreclosure or short
sale, to return to the owner-occupied housing market.
At best, we’re in a transition period as we emerge from a devastating economic
collapse that has crippled most consumers, particularly the baby boomers. The
most important question is: How quickly will the impending recovery take hold
and consumer confidence rebound? No one knows the answer for sure, but
given the present headwinds, renewed demand from all demographic sectors is
dependent upon improving conditions. In the meantime, the residential development industry will continue to be forced to cope with limited pockets of viable
demand from each of the age groups.
The forecast appears to be favorable. From the standpoint of pure fundamentals, supply/demand conditions, and the historical cyclical nature of the U.S.
economy, we could be on the verge of a surprisingly strong economic and housing rebound. Although significant headwinds remain, many of these complications could prove illusory and quickly dissipate. For example, improving economic conditions and the perception that the economy is truly recovering could
cause the all-important consumer confidence factor to explode. Repercussions
from this shift from “fear” to “greed” could escalate.
Last, a full-blown economic boom is not needed to unleash these factors;
often what is needed is to reach the tipping point from the consumers’
perception that conditions are finally improving.
So, as this downward trend of the last six years reverses course, we are
positioned to benefit from an upward cycle supported by demand that will
be fairly evenly spread among the three generational groups, all of which
will quickly gain traction over the next several years. For example, gen-Yers,
though young and income constrained, will move into the homebuying phase
(and out of the rental phase) and will be a strong consumer of new starter
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homes and resale, baby boomer homes; generation X, though smaller in
numbers, arguably is the most stable economically and socially and will be
buyers of new, move-up housing and resale boomer houses; and the baby
boomers, upon being able to sell their existing houses to gen-Xers and
Yers, could become the 800-pound gorilla again as they reenter the market
for downsized houses, retirement homes, and second homes.

What does the buyer need in terms of housing and community?
l B
 uyers want safety, good schools, and proximity to employment, which usually
entails less than a 30-minute commute. Financial security related to the home
purchase means that the community is on stable ground and the builder is viable.
Buyers want to feel that the housing value is permanent and appreciation is likely
over time. They want amenities that fit their lifestyle and that they can afford.
l A
 lthough widespread, sweeping changes are unlikely, some shifts will occur. Certainly
golf courses have continued to slide as a required amenity, confirming a 30-year trend
and the family market’s historical low ranking of golf as a recreational preference.
Favorable trends include less wasteful floor plans and square footage, better design of
outdoor living areas, first-floor and/or double master bedrooms, multigenerational housing designs, and community gathering areas, including passive open spaces.
l T
 he market is too niched to answer the question definitively; the developer has to
understand every community and appeal to its unique buying group(s). Each niche
will have different needs.
l T
 hese buyer groups are looking for value (affordability), walkability, shopping,
restaurants, services, good schools, and a sense of community. They are weighing
all the tradeoffs that go into the home purchase decision, including what is offered
in the home and community compared to what they really need. Lessons from this
recession will linger, and this conservative attitude will factor into the homebuying
equation. Developers will have to prioritize and focus on what’s important to the buyers and what they value, which means giving up something else—that’s why it’s even
more important to be in tune with what your buyers want.
l B
 uyers require a situation where they have certainty about “additional costs.” They
are willing to accept less in terms of community and community amenities in exchange
for fixed costs. They need good transportation (mass transit will be more and more of
a plus), walkability, and good public schools. Convenience and time savings are huge to
the young family or new buyers. Proximity to health care is also important.
l S
 ingle-use zoning is out and mixed use is in, along with living close to services
and jobs. The typical MPC offering, including schools, parks, and pools, is still
important, especially to first-time buyers. Couple that with a scarcity of resources,
living near where you work and shop is in, long commutes are out, and the old outerring suburbs, with big commutes to shopping and jobs, will start to lose market
share to locations that meet the changing needs of the market. Energy efficiency is
going to become more and more important.

5

In terms of what buyers need, what they need is what they can afford and
what they can get financed. With so many houses underwater and with many
of those who need housing having impaired credit, the bulk of buyers may not
be able to be choosy about what will satisfy their housing needs. Although
“green” and “energy-efficient” housing products attract customers to the
models, to date, most customers are not willing or able to pay much extra for
such admirable features.
As to buyer preferences about the community, many of our planned communities really are not that great or that different from the nonplanned communities,
and most are burdened by extra improvement district taxes, assessments, and
homeowners association fees. Bigger is again better or more salable in regard
to lot size, and renewed demand exists for traditional-sized lots (4,000 to 6,000
square feet) because land values are so low. As land values escalate, affordability issues will again change the demand toward higher-density detached
products, with the exception that significant construction-defect litigation is still
occurring, which will mitigate any increase in attached for-sale product.

Why will the consumer buy? Will it be new or resale?
l N
 ew homebuilders have an opportunity to remove (rather than increase) the fear
factor of a home purchase in today’s environment. The most important factor in
driving a new home purchase will be education. Buyers in all price points are concerned about “losing everything.” Reducing this fear of the unknown is uniquely available to the new homebuilder.
l P
 eople have always had many reasons to buy a new home as opposed to a resale.
The house is brand new. Those trying to purchase foreclosed houses or short sales
from lenders can suffer from frustration and time delays. Buyers have some concern
about investing in a resale home in a distressed neighborhood where the home is
surrounded by rentals and houses in some degree of default (although this same
environment may also exist in partially completed MPCs). In a new-home community,
buyers have some sense of security in knowing that most of their neighbors will be
homeowners just like them.
An interesting result of the years of bad times for homebuilders is that many do a
really lousy job of merchandising and marketing their new homes; as a result, they are
not really exciting the customers. As the market improves, the smart homebuilders
will again have something new, different, and appealing to offer. Only recently are we
seeing the new energy-efficient houses or next-gen houses coming to our market so
that there is truly something different and hopefully better. Appraisals continue to be a
problem for the builders of new homes, but this situation should gradually improve.
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l T
 he resale housing stock continues to age in place. The further we move in time
from the boom years, the older the resale inventory becomes and the easier it is
for new homes to compete with existing homes. In 2009, a 2006 home was almost
new. After six years, the new and innovative products, with a lower ownership cost
in regard to utilities and maintenance, plus a builder warranty and easier mortgage
underwriting, provide a distinct advantage.
l C
 ost savings: eventually people will come to recognize the operating cost impact of
owning a home, similar to the operating costs of cars with low versus high miles per
gallon. But generally all of the reasons that people typically buy new versus resale
remain true, including that they have none of the repair hassles associated with old
homes, the opportunity to self-select into neighborhoods with others in similar situations (young families, for example, or active adults of approximately the same age), and
the fun of building a new home just the way you want it. The 20 percent of the market
that prefers new will continue to purchase new for many of the same reasons; however,
for builders and developers to attract the other 60 percent (assuming 20 percent are
avid resale buyers), they will have to innovate and provide something new to the market.
The same rehashed home designs for 2000–2006 will not work. And location, location,
location will be increasingly more important.
Two scenarios affect two types of buyers. Those who were foreclosed on
may want to buy, but they have low FICO scores. They may also have a large
amount of cash if they stayed in their home until the actual foreclosure (since
they were living for free) rather than short-selling and trying to lessen the
impact to their credit rating. This demand may be on the sidelines until their
credit improves, but they will have a better chance at making a downpayment
if the 20 percent QRM (quality residential mortgage) holds firm.
The other demand is from the homeowner who wants to buy but whose home
is underwater. They need market improvement or solutions brought about by
the government to purchase a home, whether it is new or resale.
Several years will have to pass before both of these buyers will revert to normal demand trends, and when they do, they will buy closer in as opposed to
at the city edge. The new-home market will not again approach the historic
30 percent comparable to resale numbers for many years.

Note
1. John McIlwain, Housing in America: The Next Decade (Urban Land Institute, 2010), 18.
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Chapter 2

Where and What to Develop
The recent economic downturn has dramatically altered the way of life for many in
America. Consumer decisions about where to live, whether to rent or own, and how to
select a desired home style and amenities are challenging old conventions and changing the landscape of urban development. Just as consumers are considering new and
different lifestyle options, community leaders and developers are looking for more efficiency and productivity. These choices, whether made by desire or necessity, have led
to the refinement—and in some communities, the dissolution—of traditional Euclidean
zoning (common in the post–World War II era), in favor of what is thought of as more
sustainable development patterns that can support mixed uses and diverse housing
types. But many questions remain: how deep is the market for this evolving type of
development; how will residential developers meet these diverse demands; where will
they develop, and what will the end product be?

In terms of market and site selection, what factors will help developers
make the right choices?
l H
 istorically, in difficult environments, price elasticity, as correlated to the quality of
location, standard lot configurations, and manageable capital outlays, becomes the
primary force and will dissipate in importance as markets heat up.
l “ A” and “B” submarkets will be in demand for only the near term. When “A”
and “B” submarkets become too pricey or supply constrained, then “C” submarkets will come into the equation. “D” and “F” submarkets will stay speculative
areas. The key word that needs to be remembered when choosing development
sites is proximity—proximity to jobs, proximity to entertainment, proximity to good
schools, proximity to something. During the next up cycle, the tract house subdivision, located in the middle of nowhere, will be a very bad bet. If (or really when)
8
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gasoline prices start to rise, a major trend will be putting new rooftops next
to existing employment (and services) and moving employment (and services)
closer to existing rooftops.
l In general, job creation and new household formation need to be proximate to
justify development. There simply won’t be enough demand to support development if job creation and new household formation are not happening relatively
close to the candidate sites.
l It takes a much more holistic picture of the market location than ever before. Typical
real estate feasibility research is 80 percent rear-view mirror and 20 percent present day.
Understanding all of the other factors that result in a good business decision is vital; such
factors include local job growth, school performance, area anchor institutions, leadership,
and the local appetite for growth and development. And then discovering the underserved
segments of the markets is important.
l T
 he key to success is still location, location, and location. Invest in “A” and “B” markets
and submarkets that have good long-term housing demand and diversified economies that
will create job growth and demand. The real challenge will be to have the ability to fund big
enough communities to support required overhead, infrastructure, and amenity costs.
It’s really “back to the future.” It’s not new; it’s literally going back to the
basics that existed prior to the runaway market conditions when anything
would sell. The key is to be innovative, understand your market, and make
development decisions totally driven by what motivates your customers
to buy and what they can afford. No matter whether the need for shelter
or investment, income motivates the future buyer. It will also make sense
to focus on where the jobs are, where customers want to live, where the
schools and amenities are best, and what can be affordably developed. The
basics of residential development haven’t changed.

Is suburban development dead? How does urban and infill development
work for large homebuilders and community developers?
l S
 uburban greenfield development is not dead, just dormant until infill prices
increase and push people out. Infill concepts seem at least partially compatible with
what large builders do so long as that is where margin can be found at the possible
exclusion of other locations. For traditional community developers, however, a retooling of skill sets and a new business model may be required to approach life a little
differently.
l B
 ig builders are still suburban; they are not making much on base buildings, but they
are making money on upgrades. It is all about sales pace, too.
l E
 xtreme suburban is dead, but good infill suburban will do well. Urban is tough for
builders because the only way to get the scale they need is to go vertical, and vertical
(condominium) development financing is nonexistent. That being said, several homebuilders are talking about building apartment projects in urban settings.
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l It is probably dead until generations X and Y start having families. Lots of entitled
land needs to be absorbed or reworked. Immigrants are the wild card. Hopefully,
they will still aspire to the American dream of owning a home, and they will probably support the more traditional forms of development. Conversely, urban, hip, and
mixed use will stay hot. Large homebuilders and community developers need to
retool—they need to think smaller and more complex and to provide customers a lot
more care and feeding than the high-velocity-experience set is used to.
l S
 uburban development is not dead but needs to take cues from the things that make
urban development attractive, such as creating walkable environments that offer lifestyle alternatives. Mixed-use development ideally includes employment (or at least, not
too far away) but at a minimum offers a high-quality lifestyle and retail alternatives.
Also, urban infill buyers tend to be similar to “early adopters” of technology. They’ll
pay more and deal with frustrations to get the psychic benefit of their lifestyle choice.
Eventually mainstream buyers tend to follow these early adopters, but only at lower
costs and not as extreme. So, for example, sustainability and efficiency are important
to infill buyers, and these concerns will increasingly become part of the equation for
mainstream buyers as well.
l E
 xurban is not dead, but only a handful of communities will succeed if properly geared
to employment centers. Close-in suburban, with mixed-use and mixed-income communities, will do well in the long run. Large homebuilders and community developers
have to diversify into the nonresidential and residential mix.
The feasibility of suburban development is always questioned in a struggling
economy, but people keep moving to the suburbs. They like their yards, good
schools, and secure way of life. Urban infill is not a scalable business model
for most production builders, so the suburbs will be the areas of choice
for builders and developers again within the next few years, if not sooner.
Suburban isn’t dead, but it is certainly declining in its absolute dominance of
the housing market. Remote suburbs located at the edge of major metros are
losing market share to housing options located closer to town as a result of
better proximity to jobs and services.

What will make good community, neighborhood, and home design?
What are the amenities?
l W
 ell-designed smaller homes will prove to be more successful. Amenity packages
in the future should be well thought out to be sure the maintenance costs are relatively inexpensive. Stay away from golf courses.
l H
 omes should be designed to appeal to an increasingly technological homeowner.
Home offices and energy-efficient appointments will become requirements of new
homebuyers. New housing concepts will be sleeker, more compact, and ingeniously
designed so spaces can be transformed for different kinds of use throughout the day.
Manufactured housing and conventional homebuilding could even converge to produce more sophisticated products in a modularized delivery system.
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l It is more refinement of what we already know. People love community pools,
because they don’t have to pay the cost to build and take care of them. People love
trails and open space. People think golf courses are the same as open space (painful
to say) and so golf is dead.
l B
 ack to basics, consumers do not want to pay for amenities that they simply drive
by and don’t use. The hard part is to figure out what consumers are going to use
before you build the amenity. Sometimes, consumers don’t know what they want
until they see it.
l Social networking and technology. Who needs a computer room if everyone gets an
iPad with their new home!
l L
 ifestyle amenities will not change dramatically, but rather they will evolve. The same
with homes. And it is not “green” that will draw the customer, but design innovations.
Great planning is definitely important, but the really important part is how
you establish a framework for ongoing social infrastructure and how that can
transition into “the community and its residents.” The social side is what really
makes for a good community. Obviously, having appropriate, attractive, and costeffective spaces in which to have “social interactions” is important, but even the
best plans cannot make the people become tighter and feel good about where
they live (and recommend the community to their friends and family).

What are the new development ideas that will be successful in the
future? What are the breakthroughs?
l L
 essons of integrated marketing and segmentation will be brought to the urban
core. Taking a portfolio of products, woven through an existing inner ring and urban
fabric will be sold as a unique opportunity—leveraging the best of old character with
new kitchens and homes.
l R
 everse the parasitic relationship between retail and residential, where in the past
we had to first put up the rooftops before retail would come along and feed off us.
Given the strong desire to provide residents with walkable retail (via our building premature, economically unviable Village Centers), developers should explore buying and
developing parcels adjacent to some existing small-scale or strip centers and attempt
to “retrofit” these structures as our walkable retail amenity.
l O
 ne of the biggest challenges for the industry is the love-hate relationship between
municipalities and developers or builders. The old attitude that, “well, maybe I
can fly under the radar,” still exists, and leaders at the local government level can
be behind the times in terms of planning and building concepts. The one thing that
could lead to better communities is to enhance communication between these two
groups and engage in meaningful dialogue about what is best for our communities
and how to create better places to live.
l Capital providers and buyers are demanding more micro planning. Development
will be in smaller neighborhoods, and segmenting will be more refined, even to
the street level.
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l One major breakthrough pertains to the high level of transparency that is expected
by the consumer today. Embrace diversity within community. Really implement more
energy-efficient and green approaches (not just greenwash fluff).
l H
 ome features, including legacy designs, energy efficiency, and wrap-around courtyards, are the current “new” ideas that are working. Average home size remains in
the 2,100- to 2,300-square-foot range. Future? If the amenity provides value, saves
time, and somehow makes life better or easier for residents, it will be popular.
The greatest breakthroughs will not be expensive additions to design. They will be
inexpensive shifts that affect the way we live our lives; for example, mini-MPCs
will be executed on 50- or 100-acre sites in the first or second ring of major metropolitan areas around the country. Sites will be 40-year-old strip malls, car dealerships, old light-industrial areas, and other locations that are close to where it is
happening. Again, the key to good site selection will be nearby proximity to something. We will learn to work at 20–40 dwelling units per acre and to build more
compact amenities. The art of it will be to create higher-density environments
that feel relaxed, comfortable, and open. We will readily mix in active adult/agetargeted homes with conventional homes in nearby neighborhoods. There won’t
be any explosive breakthroughs, just continual refinement.
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Chapter 3

Marketing and Communications
In the mid-1990s, a new technology opened up a world of possibilities: easy access to information, high-speed communication, and the convenience of shopping
within the comfort of our own home. But one of the biggest changes brought on by
the Internet was the transition from individuals as just consumers of information to
individuals as producers of information, enabling users to generate a “buzz” about
products. This new development created a dramatic shift on a proven marketing
strategy, vastly improving “testimonial” types of endorsements because the publicity generated was more transparent, sincere, and usually not promoter instigated.
Emerging digital technologies enabled new business opportunities and accelerated
a new generation of marketing. Social media platforms, such as Twitter, LinkedIn,
Facebook, and YouTube, combine technology and social interaction, giving marketers a voice and allowing them to communicate with customers and potential consumers by using an efficient, low-cost method. During these challenging economic
times, residential developers are implementing online marketing and social media
campaigns, not only as cost-saving tools but also to gather detailed consumer
information, to personalize branding messages, and to allow users access to information on demand.

How do you market and communicate differently with today’s consumer?
l The message must be different. Much like investors, buyers will be interested in
downside protection. Unfortunately, the psyche of buyers has changed to include
the “investment” aspects of homeownership. Financial and physical security for
their families have merged to become important criteria for homebuyers.
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It’s all about digital marketing, with the role of traditional print and electronic media
being used solely to drive people to the digital media. Expect to see housing subjected to the same kind of “user review” scrutiny that consumer products currently
receive on the Internet. The goal will be to produce and sustain happy residents who
say great things about the community online. Honest referrals will be more important than ever!
l W
 e are paying a lot of attention to social media and trying to understand how the
younger buyers (and renters) shop and make purchasing decisions. We expect that
we will be spending considerably less of our resouces in print media and devoting
much more effort to positioning our projects on search sites and to tailoring our marketing to our various target customer groups and even individuals. We are now working on accepting online payments from tenants, processing work orders online, and
accepting digital signatures on leases. Beyond that, we are trying to be good observers of what is working for others, even in other industries, and we are listening more
to our younger employees who are more typical of our customers.
l Our new communities will have a far greater web presence, including Facebook and
other social media platforms, than older communities, although the older communities now have those assets as well. But new communities will be digital. We will use
far less print media or newspaper ads.
l In general, the old paradigm was to withhold information to force buyers to have
to visit your site; the new paradigm is to provide as much information as possible
so they will select your site as one to visit. But you also need to remember that this
stage of the marketing process is just to get buyers to your site. Once they are there,
you need to have a professional presentation that communicates your competitive
advantages and creates enthusiasm for your neighborhood.
l B
 egin with better customer insights: customers first, then product. Then, develop
customer-centric relationships at the individual level. For example, we communicate
with buyers at the individual level, then we tailor the information based on what customers have told us, including through e-mail campaigns and social media.
l It’s time for the MPC industry to follow the lead of big consumer companies. We
guess on our messaging right now—it’s not a science; it’s an art. Marketing needs to
be a combination of science and art. The big companies of the world use psychogenic
market segmentation and analysis studies to target their buyers and identify messaging cues that resonate. It will give us a competitive advantage.
Marketing is still about finding out what is at the core of what buyers seek
and at the core of their feelings and desires. Going forward, we can use the
full scope of tools in each aspect of the marketing mix and truly focus on the
details. Furthermore, for MPCs, marketing has evolved to convey a sense of
community and connect to residents and buyers.
Today, a great trend exists toward, and hype is associated with, using social
media to sell homes and community. MPCs have an opportunity to embrace
social media, not as another tool to sell, but as an avenue to better under-
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stand the wants, needs, and desires of the consumer. It’s an opportunity to
connect. It is absolutely paramount to this changing market not only that
MPCs understand consumers and listen to them, but also that consumers feel
engaged and appreciated as a participant with the right message, in the right
format, at the right time.
The demographic is shifting toward accepting more of a blended model of
communication but is still engaging and interested in the power of face-toface conversations and connections. Social media, by itself, is not a tool to sell
a community, but is rather a tool to engage a community and drive a lifestyle.

How do you change your marketing strategy to persuade consumers to
purchase a new home over a resale in the 2012–2020 market?
l A
 well-trained sales force is key. Buyers are not buying as an investment any more.
We need to understand their wants and needs more than ever before. Psychographic
training may be the key.
l J
 ust sell and market new homes as energy efficient and include better products in
them, such as windows, water conservation, and the like, to attract the 65 percent of
buyers who want these qualities.
l The practical approach of presenting your project with a high level of “fit and finish” still works. Refreshing and repositioning your models that have likely aged is a
good start. Much of the resale market will have continued to age, resulting in higher
maintenance costs and their accompanying frustration. Much of the resale market
will have been turned into rentals and could be considered damaged goods.
l F
 or most buyers, competition from the resale market will always be there. Newhome pricing power will be constrained until the valuations in resales climb back
to within closer parity to new, which is usually 10 to 15 percent less. We will slowly
work through this situation, and in about two years, it will be much less of an issue.
In the meantime, builders are going to get squeezed, because they will definitely
experience escalating construction and land costs, among other pressures, because
of competition for scarce resources from too many builders.
l U
 nderstand who your buyers are, design homes to meet their unique needs, create
a relationship, and then continue to talk with them. The majority of homebuilders
and developers do not understand who they are selling to and do not spend sufficient
resources to understand their market(s) in nuanced ways that could make a real difference to the bottom line.
l You have to be careful with bending too far to what “customers want.” Remember
what Steve Jobs said? “It’s my job to know what the customer wants because they
don’t actually know what they want.” To develop sustainable MPCs, I think you have
to be bold and hold strong against the winds of wants from customers that damage
community value (i.e., garage doors facing the street, big lots, and so on).
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Another reality is that millions of potential customers are walking around
with damaged credit caused by the financial crisis. Real potential for financial
innovation exists in our industry, as builders and developers figure out how
to partner with lenders to finance or lease-purchase to good customers with
damaged credit.
If we don’t understand our customers, we will soon be out of business.
One area of customer knowledge that needs to be studied is the impact of our
current recession on the ability and desire of our potential customers to buy a
house. The negative experiences of the past and resultant credit problems will
discourage or prevent many from buying a home in the near future. Even the
circumstances of many recent college graduates, who are burdened with significant student loan debt and limited employment opportunities, will diminish what
otherwise would have been a significant pool of homebuyers.
The challenge will be to understand the credit problems of the potential customers; if possible, to assist them in obtaining suitable, if not better, financing for a
new versus a used house; and to convince them that investing in a new home in a
good quality community is in their best interest for the long run. For community
developers, the challenge is to make sure that the living environment and amenities offered are significantly better and more appealing to the homebuyer than
those of a resale community.
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Chapter 4

Capital Markets
Gone are the days of record-breaking sales and profits for homebuilders and MPC developers. In fact, over the last five years, residential development entrepreneurs have had difficulty
making any profit at all. Their biggest challenge is to stay afloat until the real estate market
recovers. But there is a light at the end of the tunnel; recent profit trends are on the upswing,
and homebuilders are returning to or enhancing their profitability. As the economy shows
signs of recovery, homebuilders are proceeding with caution by shifting business models and
diversifying their investments to eliminate losses and prepare for the future demand. During
these unprecedented economic times, the likes of which have not been seen since the Great
Depression, limited financing opportunities have forced residential builders to become even
more creative.

What is the new paradigm in profitability for homebuilding? What return on
equity will new developments generate for sources of capital?
l The public builders seem to be content at the moment to break even operationally on a
global basis. As the market improves, builders will be very protective of margins and work
to squeeze residual land values as much as possible in the early stage of the recovery.
l The biggest challenge will be replacing rolling option lot takedowns and creating
innovations in funding land development. Builders will have to come to the table with
more than a 10 percent deposit because banks and lot financiers will not want to provide low-cost, high-risk equations. There will be multiple stacks of capital for land, and
horizontal and vertical improvements, all with varied pricing for the associated risk.
l T
 his question can only be answered within the context of the availability of leverage. The public builders, with access to public debt, will temporarily be at an advantage, compared to the smaller private builders, and can likely achieve gross margins
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in the mid-to-high teens while maintaining volume. Private builders will achieve
those levels of profitability only when leverage becomes available to them. New
forms of debt will become accessible within the next three years.
l M
 ost recently, many of the public homebuilders have raised their return criteria from
a variable contribution (however that is defined) of 18 or 19 percent to numbers in the
low to mid 20s. The rationale given is that development is riskier now, although the real
motivation could be to squeeze the land sellers to lower their lot costs. Adding to the
confusion as to what returns private builders “deserve” is that we are competing with
public homebuilders who have the ability to impair assets without seriously hurting
their stock prices, or with equity funds who are betting with other people’s money. We
are not on a level playing field.
l U
 ntil sufficient job growth and demand for new housing reappear, the pace of
home sales will be tepid, and pricing power will be weak for builders and developers. Margins will remain thin for the next few years as builders that have retooled
with smaller contractor and employee bases try to keep those people busy and intact
until the market returns to a meaningful level. Real estate continues to be a very
local business; we do not have one national market, and we are already seeing some
regional markets recover sooner than others.
The short answer is probably faster in and out, but expectations and rates of
return appear to be compressing for people who are being realistic. Although
the opportunity guys are still looking for 25–30 percent annual returns based
on the optimistic models in their spreadsheets, no one, not even their analysts,
expects them to achieve those returns.
These days, the biggest issue for nontraditional capital providers is always capital preservation. How do we know that we’ll get our money back first and foremost? Then, what kind of return can you give me? Market uncertainty appears
to be transforming the adversarial nature of the builder, developer, and capital
relationship to one of collaboration and cooperative alliances, and more creative
partnerships are becoming the norm. People have now recognized what they are
good at and what they are not good at and that they need each other to be successful and make the entire development process work.

What is the new paradigm in profitability for community development?
What return on equity can community developments generate for
the capital providers?
l E
 quity for new community development is likely to be scarce for the next few years.
Many of the interrupted developments (either just started or partially developed) have
changed hands in the past couple of years or are in the process of changing hands.
Because of funding constraints, most of the new community developments that will
be launched in the future will be smaller than those that were started between 2001
and 2006.
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l The lack of competition from other developers and the supply limitations on finished lots will drive developer margins over the next three years. Most developer
margins will end up being in the 30 percent range over this time frame; however,
underwriting to these levels could not be substantiated today.
l H
 ow to underwrite the likely prospect that a large-scale development will have to
survive multiple economic cycles is the primary issue. Although this preference may
be heresy, we like land and are uneasy about stocks and bonds; so to some extent,
we would be satisfied with a real estate investment that generated an anticipated
return of a few percentage points above inflation. However, notwithstanding my emotional attachment to developing MPCs, when I then try to adjust for the risks and skill
involved in owning and developing raw land, I still end up thinking the returns need to
be in the 20 percent range.
l B
 ecause generally no debt is available, most equity investors are looking for 20 to
25 percent unlevered returns, which compresses prices and limits trades. Most
private equity buyers of projects today are hoping for an eventual increase in demand
and lot scarcity to push up values beyond their pro forma. Good projects in good
locations can be underwritten in the high teens unlevered, but investors still need to
rely on a rapidly returning home sales market to justify higher pricing and the return
of debt to recapitalize their investment. The time frame for these investors is often
five to seven years, resulting in an emphasis on acquiring smaller projects that can
meet this shorter time horizon.
It is doubtful that a paradigm shift has occurred in the returns that are required
to attract capital to land development. Expected internal rates of return (IRRs)
are still clustered around the 20–25 percent range. New community development
projects (and subsequent phases of existing MPCs) that require substantial offsite infrastructure expenditures are probably not feasible as long as an inventory
of distressed properties is coming onto the market at below reproduction costs.
Only when this competitive supply is absorbed and prices escalate will reentering this business once again make economic sense for developers (and therefore
lenders and equity partners). During these past few years, builders have been
forced to deplete their impaired lot inventory while searching for distressed
improved-lot acquisitions (if any remain).

Who has capital (debt and equity) for residential real estate and community
development, what are they looking for, and what are the hurdles, terms,
and prices?
l P
 ublic builders have the money for today’s subdivision deals, and private equity is
looking for the larger plays. As we bump along the bottom, builders are willing to
operate thinly and maintain enough inventory to stay open with a “skeleton crew.”
Rightly or wrongly, the private equity guys are beginning to see community development as a high risk.
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l P
 rivate equity will drive and finance community development. Hurdles will be in the 20
percent–plus IRR range, but underwriting will be difficult. The real winners will be those
developers that already own land in good locations with primary infrastructure in place.
l B
 anks do not seem ready to lend for development construction. Although hardmoney lenders have preferential rates in the 12 to 15 percent range, these sources
have maintained consistent lending practices (post peak compared to pre peak). As
would be expected, public homebuilding companies are requiring quick returns (i.e.,
purchase an asset and start recovering their investment within 12 to 18 months).
Developers who have the financial ability to facilitate lot inventory for builders will be
the first in line to achieve the highest land prices as the market recovers.
l T
 he handful of funds that are playing in that space all want 20-plus IRRs and to be
in and out in three to five years. Obviously, at current housing absorption levels, these
thresholds will not work for large-scale projects, because most of them have time
frames longer than five years.
l The good news is that institutional and private equity are available. Debt is still a difficult issue for land acquisition and development, and although not impossible, it almost
makes sense to fund with all equity, considering the current scarcity and terms of debt.
Debt providers are typically smaller, regional banks, and they are primarily active in
areas that are doing well now or have mostly recovered. The bad news is that we have
had real problems finding bank debt for good land development projects.
Plenty of equity is looking for deals, but there is a shortage of deals that work
based on current underwritting criteria. Equity that bought developed lots
is now finding out that it needs to participate in the vertical construction to
achieve the returns it was originally projecting. Because many of the funds
that bought in 2009–2011 are back underwater, they are more cautious on
new deals. You really can’t blame them, can you?

What is the future of infrastructure funding and CFD financing?
l W
 e haven’t done many deals recently that would have benefitted from community
facilities district (CFD) financing. Our recent discussions with public builders have
been that they prefer to buy small increments of finished or almost finished lots, so
they want to shift the market risks and burdens of infrastructure development to us
as the land seller.
l If you need significant off-site infrastructure funding, the land is probably not ready
for development. With the cost of capital and all the other constraints involved, if your
land is not near infrastructure, it is probably not economically ready for development in
the early part of the cycle. In regard to CFDs, they will remain available, but the timing
of the sale of bonds is not as certain as it was in the middle of the last cycle. I would
expect to see fewer collateralized deals because land values are low and banks will be
loath to provide letters of credit to guarantee the payment of CFD obligations.
l Ideally, bond financing of infrastructure remains and grows. Without these financing
opportunities, MPCs will struggle and be difficult to underwrite.
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l A
 ll local units of government are broke, and they will look to the developer to fund
infrastructure. The municipal finance world can’t sell land bonds on new deals, so
if we are to use any type of district or bond financing, we might have to provide the
infrastructure dollars up front and then get repaid from a bond offering after the
assessed value is created. Another option may be for the developer to purchase the
bonds and resell them after the tax base is in place. If none of these options is feasible, we will have to break development down to very small increments to manage
the infrastructure exposure.
Municipalities will be much more leery of developers and their promises of
what they will deliver. A strong track record of success and impeccable credibility will be essential to forming successful public/private partnerships. Cities
and counties are cash strapped and no longer have the financial capacity to step
in and address a broken project. Appraisals will also factor heavily into the ability to issue debt for some time. In states like Florida, the new-issue community
development district (CDD) market is all but dead for “B” debt and will remain
so for the foreseeable future. Also, because new-issue CDD bonds have a statutory maximum rate, bond buyers can still buy “A” bonds on the secondary market at higher yields than new issues while targeting well-performing projects.

Given the above, what is the ideal size, type, and location of financeable
deals for the foreseeable future?
l The ideal size for a residential development deal would be a project that can
be absorbed within no more than ten years and generate a very strong return.
Location has to be great, which means that it is directly in the path of growth.
Financeable deals will depend upon the resources of the developer.
l N
 o more than 200 lots in any one location is the perfect size because near-term
absorption is easier to demonstrate. Development in communities will proceed
with smaller parcel sizes and infrastructure phases to ensure the capital and lenders that the development is not getting ahead of the market. In planning, you want
to be ready to hit the market with sufficient inventory, but you need to avoid black
streets with no building activity because obviously your dollars in the dirt are not
earning a return. The trick is to achieve the proper balance of “shovel-ready” residential sites and cash in the bank.
l During this transition period from the downturn to the next up cycle, the “hot
spots” for real estate opportunities are scarce, and very few investments are viable
other than, of course, apartments and distressed properties. Having said that, real
estate remains a local business, and pockets of opportunity that can be capitalized
upon may exist within any market. Perhaps the ideal community development model
for the time being is to try to structure a win-win-win arrangement with a bankowned (or financed) project where the bank either seller finances or joint ventures
a property at above-foreclosure value (and perhaps with a tail-end participation) in
exchange for providing on-going development and builder construction financing
throughout the project life.
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l Development will be closer in to the urban core on smaller land acquisitions (about
500 acres or less), located in the larger municipalities, which offer existing infrastructure and access to CFD financing. However, that does not mean that all development will be transit-oriented development, because a good percentage of consumers
still want a suburban life style.
Prior to the recession, the ideal size for a typical MPC would have been about
1,000 to 2,000 acres. Now that ideal size for large-scale residential projects
has shrunk to a more manageable 500 to 1,000 acres and they are limited to
class A suburban locations, with good school districts and proximity to key
employment corridors and commercial retail uses.
Although project size may have decreased, preferred locations and other
underwriting criteria have not changed.
Portfolios that include several of these opportunities located in a few different
markets are preferred, and when holding periods are anticipated to be longer,
a clear breakpoint is needed where the project can be sold in bulk to provide
an exit for capital partners. Portfolios are the buy of choice for many of the
larger equity groups that would like to place $100 million to $200 million at a
time and get some diversification for risk.
To secure financing, loans for projects need to be relatively low leverage
(leverage for finished lots may carry a higher loan-to-value [LTV] threshold
than raw land, but the overall project leverage will be capped at less than 35
percent to 40 percent LTV), with terms of three years or less and a rate of
Libor plus 300 basis points, with a floor of 6 percent. Release pricing runs 70
percent to 90 percent of net sales proceeds.

How do you finance projects and enterprises in either business model?
l B
 anks, which previously were the primary source of “A” and “D” debt (securities
based on portfolio assets), are not yet back in the lending market. The new debt
funds are not really venturing into the land development space either, so it’s all
equity funding for now.
l B
 anks are starting to lend again, but the approval process is difficult to navigate. It is
back to relationship banking on a smaller scale. Banks will want to see an incredible
150 percent coverage between equity in a deal and personal guarantee net worth.
l F
 unding projects are no different than before but negotiate limitations on the
upfront equity investment as much as possible by using public financing opportunities (CFD and improvement districts) to make the deals align with the pro forma.
l F
 inding the right capital partner is important. For equity, it starts by finding a partner with whom you feel comfortable doing business. If a group is extremely aggressive or lacks some of the characteristics you find valuable in a relationship, such
as integrity or a team approach to development, that partnership divide will only
increase over time. Other red flags may include the appearance of a lack of internal
controls or questions about where the money will be coming from.
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Private equity will be the first to jump back into real estate finance. Banks and
institutions will follow reluctantly, but only once a sustained record of growth,
in terms of home and land pricing and absorption rates, is established in
the market. Right now small deals will be financed with “friends and family”
through their nonperforming IRAs, other retirement accounts, and savings.
However, even your parents and siblings are going to want to know when they
are going to receive their investment back.

What is the new business model for the relationship between the builder,
the land developer, the debt, and the equity?
l In the short term, national and large regional homebuilders will dictate much of
what happens in markets because of their significant cash positions and current
small margins. Land banking opportunities will be scarce until builder margins
widen. It’s difficult to imagine debt being available for much more than ready-to-go
small deals for the immediate future. Land development deals will need to support
high, unleveraged returns, which are difficult to achieve and are inconsistent with the
amount of capitalization required for large, community-level projects. This is not a
“new normal”; it is just the way a new cycle starts.
l The relationship between the builder and the land developer will eventually return
to what it has been historically. Builders will again be more dependent on land
developers to provide them a reliable supply of lots. However, at the present time, the
public homebuilders have much more capital available to them than their land developers, and they are therefore, in many instances, developing lots or finishing partially
developed lots for themselves.
l The new business model seems to be that the public builders would prefer to stay
out of the land development and ownership business and to make their money
building houses. If the past is any indication of the future, once the market has
improved, the public builders will have forgotten their previous mistakes and again
seek to buy larger parcels, complete their own development work, and participate in
complicated consortium deals with other builders and a variety of capital resources.
l The relationship will not be too different from in the past. Builders will want
developers to have reasonable expectations on returns and allow builders to make
some money. In builder pro formas, this reasonable expectation of land value is
still referred to as “land residual.” Reasonable deferred consideration opportunities will exist whereby the builder pays for a portion of the land at the retail sale.
Traditional bank debt financing will be difficult to underwrite for the foreseeable
future. Acquisition loans are nonexistent, and development loans will need LTVs in
the 60 to 65 percent range.
l In the words of Ronald Reagan, “Trust, but verify.” Cautious partnerships will continue
to exist between developers, builders, equity, and possibly even debt providers. But everyone will go into these relationships being very selective about their partners, recognizing
how the parties performed during the tough times. Also, everyone will be extremely cautious and insist on deal structures that limit their downside exposure. Because no one
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wants to take risks these days, doing new deals will be a challenge, but they will get done
by those who are good operators, who are principled and well capitalized.
l E
 veryone will be working for less than they think they are worth, and each party
will expect more input as it works to control its own destiny. Equity partners have
shifted from disengaged, long-term pension funds and life insurance companies to
short-horizon, actively engaged private equity or international investors. They will
want significantly more reporting, more interaction with management and operations, and more control of what happens with the project. Debt providers will also
be looking for more in the way of reporting and oversight. For now, at least, velocity
of capital is critical, and everyone will want more involvement and control.
The old players have changed, and new relationships will be based on the future
rather than on the past, but don’t discount the importance of a successful development track record to attract the largest homebuilders to an MPC. Although initially
national homebuilders are capable of funding their own subdivision improvements,
eventually land developers will be a source of financing for both private and public
homebuilders through rolling options and structured takedowns.
When the banks begin to lend to smaller builders, those builders will be able
to show handsome returns on their deals, which will drive them to raise equity
to turbocharge their growth. The private builders that adopt this program most
successfully will grow significantly and then sell themselves to public builders
in three to five years. Public builders are counting on private builders to become
larger, because their growth strategy includes mergers and acquisitions.

How do you plan to make money between now and 2015?
l M
 y first priority is not to lose any more than we already have. As to making money, we
are continuing to focus on developing income properties and particularly apartments
for us to hold. We are evaluating our existing land entitlements to see if we have opportunities to reentitle to uses that will result in higher values.
We have had some success assisting lenders with distressed assets and partnering
with landowners who wish to harvest value from their landholdings, and we expect
that we will continue to have similar opportunities going forward. Finally, we are a
hands-on and detail-oriented company, and as such we should be able to achieve
enhanced returns even in difficult times.
l W
 e are getting into the apartment game. We are doing a lot of consulting for folks
with land that will cover operating overhead now and will provide an opportunity for
us to step in as the developer later. We are doing land deals. We may end up developing it or selling it as lots or both. We are cleaning up old deals. We just bought
some mineral interests from one of our partnerships that should be a good deal.
l U
 nder the present (and foreseeable) circumstances, the greatest opportunities lie
in selectively purchasing (and reselling) distressed properties. Now, we are able to
invest or borrow $1 million to $2 million to buy fully permitted and largely completed
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properties for 30 to 50 cents on the dollar and turn around and sell them tomorrow
at below-market prices and make an instant profit. Unfortunately these opportunities are becoming scarce, and we are beginning to look at well-located raw land at
distressed prices and, perhaps, joint ventures with landowners or banks, as “normal”
development becomes feasible again.
l W
 e will be partnering with landowners to absorb their land. We are willing to have
an open book and modest return expectations, to be committed to doing quality
development, and to be the best operator in the business. We will continue to be a
builder of premium homes for buyers willing to spend a little more for what they
value. We will not go into the commodity side of the business, which results in an
inferior housing product that does not make the world a better place.
We will continue to attract and retain the best people to our homebuilding company,
people who are proud of what they do and who want to be surrounded by others with
a similar bias toward life—people who want to win the right way.
l The key to success is to purchase projects in certain submarkets, where the job and
population growth is creating housing demand and thereby reducing the standing or
retraded lot inventory, where price appreciation is showing some signs of recovery,
and where the submarket is almost ready to accept replacement lot cost pricing,
with a reasonable residual land value.
l S
 ome good advice: focus on smaller projects (both because of the equity investor
time horizon and the desire to complete the project within this next real estate cycle);
expand to a range of products that appeal to a wider variety of buyers and increasing
points of sale; keep a sharp eye on costs; pay attention to the debt markets and look
for opportunities to conservatively recapitalize; expand into other product types; and
look for ways to gain better control over cash flow and funding sources.

By 2014, the business model will morph into a land banking structure to supply
production builders with lots. There has never been a time in modern history
when more real estate assets were owned by entities that wish they didn’t
own them, including banks, investors, stranded developers, and even vulture
funds that picked up assets with a game plan to buy and flip. Meanwhile, the
industry has purged hundreds of real estate companies out of the business, and
only a few strong survivors are in each market area. The survivors will have
many people knocking on their doors wanting to sell, partner with, or hire a
developer on a fee or participation basis. We will all be in the business of fixing
broken projects for the next few years.
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Conclusion
During the downturn, many developers have been able to continue to pursue their vision
of creating vibrant MPCs because they deleveraged, accumulated cash, and lowered
their break-even point. Their financially sustainable real estate model emphasized the
importance of cash flow and liquidity, while concentrating on building community value
to increase long-term differentiators.
The prolonged real estate recession has increased the barriers to entry to the MPC
development business. Most metro area home starts are at the lowest permit volume
since the 1960s. The entitlement and infrastructure costs of developing a well-designed
community have escalated, and land acquisition and development financing is scarce.
So what does the future hold for MPCs and residential development in general? This
discussion paper does not purport to have the answer, but it does offer a number of
thought-provoking ideas suggested by ULI members, which outline many opportunities and constraints that will shape communities in the future. Creating a sustainable
community, from both a financial and lifestyle perspective, is currently a challenge
and, undoubtedly, will continue to be one. However, fulfilling the vision of building
high-quality, inspiring places to live that are connected to services and provide access
to educational, cultural, and employment opportunities will certainly ensure a community’s overall sustainability and long-term success.
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Compiled by advocates of universal design, listed in alphabetical
order:
Bettye Rose Connell, Mike Jones, Ron Mace, Jim Mueller, Abir
Mullick, Elaine Ostroff, Jon Sanford, Ed Steinfeld, Molly Story, and
Gregg Vanderheiden
Major funding provided by: The National Institute on Disability and
Rehabilitation Research, U.S. Department of Education
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UNIVERSAL DESIGN:
The design of products and environments to be usable by all
people, to the greatest extent possible, without the need for
adaptation or specialized design.
The authors, a working group of architects, product designers,
engineers and environmental design researchers, collaborated to
establish the following Principles of Universal Design to guide a wide
range of design disciplines including environments, products, and
communications. These seven principles may be applied to evaluate
existing designs, guide the design process and educate both
designers and consumers about the characteristics of more usable
products and environments.
The Principles of Universal Design are presented here, in the
following format: name of the principle, intended to be a concise and
easily remembered statement of the key concept embodied in the
principle; definition of the principle, a brief description of the principle's
primary directive for design; and guidelines, a list of the key elements
that should be present in a design which adheres to the principle.
(Note: all guidelines may not be relevant to all designs.)
PRINCIPLE ONE: Equitable Use
The design is useful and marketable to people with diverse abilities.
Guidelines:
1a. Provide the same means of use for all users: identical
whenever possible; equivalent when not.
1b. Avoid segregating or stigmatizing any users.
1c. Provisions for privacy, security, and safety should be equally
available to all users.
1d. Make the design appealing to all users.
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PRINCIPLE TWO: Flexibility in Use
The design accommodates a wide range of individual preferences and
abilities.
Guidelines:
2a. Provide choice in methods of use.
2b. Accommodate right- or left-handed access and use.
2c. Facilitate the user's accuracy and precision.
2d. Provide adaptability to the user's pace.
PRINCIPLE THREE: Simple and Intuitive Use
Use of the design is easy to understand, regardless of the user's
experience, knowledge, language skills, or current concentration level.
Guidelines:
3a. Eliminate unnecessary complexity.
3b. Be consistent with user expectations and intuition.
3c. Accommodate a wide range of literacy and language skills.
3d. Arrange information consistent with its importance.
3e. Provide effective prompting and feedback during and after
task completion.
PRINCIPLE FOUR: Perceptible Information
The design communicates necessary information effectively to the
user, regardless of ambient conditions or the user's sensory abilities.
Guidelines:
4a. Use different modes (pictorial, verbal, tactile) for redundant
presentation of essential information.
4b. Provide adequate contrast between essential information
and its surroundings.
4c. Maximize "legibility" of essential information.
4d. Differentiate elements in ways that can be described (i.e.,
make it easy to give instructions or directions).
4e. Provide compatibility with a variety of techniques or devices
used by people with sensory limitations.
PRINCIPLE FIVE: Tolerance for Error
The design minimizes hazards and the adverse consequences of
accidental or unintended actions.
Guidelines:
5a. Arrange elements to minimize hazards and errors: most
used elements, most accessible; hazardous elements
eliminated, isolated, or shielded.
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5b. Provide warnings of hazards and errors.
5c. Provide fail safe features.
5d. Discourage unconscious action in tasks that require
vigilance.
PRINCIPLE SIX: Low Physical Effort
The design can be used efficiently and comfortably and with a
minimum of fatigue.
Guidelines:
6a. Allow user to maintain a neutral body position.
6b. Use reasonable operating forces.
6c. Minimize repetitive actions.
6d. Minimize sustained physical effort.
PRINCIPLE SEVEN: Size and Space for Approach and Use
Appropriate size and space is provided for approach, reach,
manipulation, and use regardless of user's body size, posture, or
mobility.
Guidelines:
7a. Provide a clear line of sight to important elements for any
seated or standing user.
7b. Make reach to all components comfortable for any seated or
standing user.
7c. Accommodate variations in hand and grip size.
7d. Provide adequate space for the use of assistive devices or
personal assistance.
Please note that the Principles of Universal Design address only
universally usable design, while the practice of design involves more
than consideration for usability. Designers must also incorporate other
considerations such as economic, engineering, cultural, gender, and
environmental concerns in their design processes. These Principles
offer designers guidance to better integrate features that meet the
needs of as many users as possible.
Copyright 1997 NC State University, The Center for Universal Design
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A Note about Nomenclature
Today, a lot of attention is focused on the increasing population of people 65 and older in the
United States, particularly the 8,000 members of the baby boom generation who will turn 65
every day for the rest of the decade. Unfortunately, discussion of the attitudes, desires, and
needs of Americans over 65, and the housing markets they create, is greatly confused by a tendency to consider everyone over 65 a “senior.”
This is not surprising when terms like “senior citizen,” “senior vote,” “senior housing,” and
the dreaded “senior moment” permeate the language. The Merriam-Webster dictionary, for
instance, defines a “senior citizen” as “an elderly person; especially: one who has retired,” a
definition that certainly reflects what many Americans imagine someone over 65 to be.
But this definition simply no longer reflects the case today, and this image no longer fits many of
those over 65. As in any important discussion, it is essential to understand who is being referred
to, and those 65 and older today comprise three very distinct and quite different generations.
This focus on terminology is not simply a matter of semantics or an effort at political correctness; rather it is recognition of the broad diversity of people who are now 65 and over, and all
those who will reach 65 over the course of the decade.
To repeat, today there is no longer a single “senior” generation in America. To refer to or consider it as such is to overlook the very significant distinctions and realities that shape lives and
drive markets.
Indeed, for many who are 65 and older the term “senior” is not only irrelevant, it is pejorative—and
part of a growing and destructive culture of ageism. Sensitivity to the way we speak and think
about those over 65 has the potential to result in a more civil society; better, thriving communities;
and more relevant public policy. And, most important to the housing industry, the result will be a
far better appreciation of the many dynamic and growing housing markets these generations create. For this reason, this report either refers to the three generations specifically or uses the term
“65 plus” or a similar term instead of the misleading term “senior” (whenever possible).
Although the edges of these three generations overlap in their tastes, experiences, desires, and
activities, they are in general as follows:
The leading edge of the baby boom generation (“Leading-Edge Boomers”),1 39.8 million
people born from 1946 to 1956 and now 56 to 66 years of age (the first of the 74 million
members of the entire baby boom generation that was born from 1946 to 1964);2
The “Greatest Generation,”3 born from 1901 to 1927, 4.5 million people now 85 years of age
and older, who grew up during the Great Depression and fought in World War II;4 and
In between these two groups, the “Silent Generation,”5 27.6 million people born from 1928 to
1945 and now 67 to 84, who grew up during the late 1940s and 1950s.6
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Those turning 65 now and for the rest of the decade, the Leading-Edge Boomers, and many of
the Silent Generation as well do not consider themselves to be “seniors” and are in fact offended
by the use of this term to refer to them. They are unlike any group of individuals who have
reached 65 before.
This report looks at the housing markets of these three generations from each of their perspectives, because each has its own quite distinct market, and only by looking at each is it possible
to understand them. Looking across the three generations over the course of the coming decade
also enables us to see the dynamism in the housing markets for those over 65 and how the
progress of each generation during the decade will bring new opportunities and new challenges
to the different housing industries that serve them.

ix

Preface
Never before in the history of the United States, or of the world for that matter, have so many
people been older than 65. Nor have so many of them been so healthy and active or likely to live
so long. This is just the beginning; the U.S. population older than 65 will expand by over onethird this decade, causing a dramatic shift in the makeup of the American population. The implications are profound and only now beginning to be appreciated.
Driving much of this change is the demographic group known as the baby boomers, the leading
edge of which is now entering their late 60s. They have been a generation that has challenged
and changed the world about them for better or worse since they began entering adulthood in
the late 1960s. To look at them today—healthier, more energetic, and with years of active life
ahead—is to see a new stage of life emerging. In the decade ahead few of them will be retiring
in traditional ways; they are instead entering a new stage that the cultural anthropologist Mary
Catherine Bateson calls “Adulthood II.” What they will do, how they will do it, and where they will
do it are impossible to predict, except to say that it will not be what prior generations have done.
Most likely they will pursue a variety of courses, disrupt expectations, create new opportunities,
and present new challenges.
All of this is affecting the housing industry at a time when it is still struggling with the hangover
of the Great Recession. To help the housing industry, as well as politicians and policy makers at
all levels, better understand the opportunities for the industry—and the challenges—this report
explores the following major themes:
What are the characteristics of the three generations that comprise the 65-plus population
today, and how will they change in the decade ahead?
Where have they been relocating, and where are they likely to move in the future?
What will be the impact of the distinct cultural, economic, and health differences among the
three distinct age groups:
•	The Leading-Edge Boomers (now 56 to 66);
•	The Greatest Generation, now 85 plus; and
•	The Silent Generation, now 67 to 84.
What is the effect on the suburbs of the increasing number of people in the Greatest and
Silent generations choosing to age in place?
How are central cities and town centers being developed in the suburbs meeting the needs
of the member of the Greatest and Silent generations who are choosing the amenities and
conveniences of a more urban, walkable lifestyle?
When will those in the Silent Generation decide to move into traditional housing communities
for seniors, and what will attract them to these communities, or will they instead find ways to
age in place?
What are some of the new markets that are opening up as the Leading-Edge Boomers
and members of the Silent Generation explore new ways of living, and which trends are
significant?
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The fundamental point to take away from this report is that each of the generations now 65
plus differs and has distinct housing needs and markets. The opportunities these generations
present for the housing industry can be understood only by looking at each one and by recognizing that the future of the housing markets for each will be unlike those of past markets for
people in their age group.
Another important point is that no level of government is ready for the challenge these generations present as they live longer than prior generations, all too often outliving their savings.
Inevitably pressure will grow on the resources of the federal government to provide additional
support to ensure a healthy and dignified retirement.
This pressure will come as the members of generation Y, now in their 20s and early 30s—a generation more numerous than even the baby boomers—face the worst economic situation of any
young generation since the Great Depression. How the competing needs among generations will
be met will be one of the defining political debates of the coming decade and beyond.
It is hoped that this report can contribute to a better understanding of these issues, as well as
offer ways the housing industry and localities can better meet the needs of each of the three
over-65 generations.
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Introduction and
Executive Summary
The rapid and unprecedented increase of the number of people over 65 in the United States is
frequently in the news. It has captured the attention of the press as well as of planners, politicians, and policy makers, who see challenges ahead for supporting the generations 65 and older
at a time of limited resources and longer lives. The housing industry is also paying close attention as this emerging reality presents new opportunities and needs.
The great majority of those over 65 in 2012, as this report is written, are the Greatest Generation,
now 85 and older, and the Silent Generation, now 67 to 84 years of age. Entering this age group
in increasing numbers each year are the members of the Leading-Edge Boomers, those baby
boomers born between 1946 and 1956, now 56 to 66 years of age.
The 40 million Leading-Edge Boomers are a unique group, one that has disrupted past patterns
and challenged past ideas and ways of doing things. They have healthier bodies and more energy
today than any generation their age in history and are expected to be active and productive for
many years to come. Their views on this stage of life are new and evolving—and are creating
unexpected market opportunities.
Some who have been in the housing business for years doubt that the Leading-Edge Boomers
actually will age differently from prior generations; an aging body, they say, is an aging body no
matter what generation. They may be right, and it is never wise to totally discount the voice of
experience.
Bearing this caution in mind, one must consider that periods exist when cultures, and the markets they affect, shift profoundly and discontinuities occur. The present is such a time in the
United States. The combination of the particular culture and experience of the boomers, their
extraordinary health and energy, and the stress of the current economic crisis is a volatile mix
likely to produce new and innovative ways of living and significant market opportunities for those
who pay close attention to rapidly emerging trends.
What this means for housing is that the past cannot be relied upon as an adequate predictor
of the future. Perhaps physical changes in the bodies of the boomers will finally dampen their
exploratory and pioneering spirit; if so, it will occur at a significantly later age than for any prior
generation. That alone means another decade or more will pass before they settle into a quiet
retirement and decide to move into traditional housing communities for seniors. Even then, what
they will want is likely to be quite different from what today’s housing communities for seniors
provide, or they may instead find new ways to obtain the support they need to stay in their homes
and age in place.
This is all part of a major global demographic shift, as those over 60 become a larger percentage of the world’s population. Over 11 percent of the world’s population today is older than 60
and this percentage is projected to grow to 20 percent by the end of the decade.
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Some countries are facing greater challenges in this regard than others, two of which are
China and Japan. China’s population continues to grow, but the one-child policy is changing the
makeup of the population; it is a developing country whose long-term prospects will be challenged by the changing balance between the young and those over 60. Japan, in contrast, is
an extreme example of the many developed countries whose population is declining while its
60-plus population is increasing, leading to acute challenges in the years ahead.
By global standards, the United States has a relatively young population, especially for a developed country, though its 65-plus population is growing at an accelerating pace. Today the members of the Silent and the Greatest generations, who constitute most of the 65-plus population,
are mostly married, white homeowners and generally wealthier than the rest of the population. They have higher incomes and a lower poverty rate than any group of this age in the past.
Although they are better educated than prior generations, they are less well educated than the
generations that follow them.
The members of the Leading-Edge Boomers are also overwhelmingly white, married, and homeowners. They will work longer than the generations preceding them; already more in this group
are working today than at any time over the past 30 years. In the years ahead the Leading-Edge
Boomers will have better health and more energy than even the Silent and Greatest generations,
and they can expect an even longer life. In contrast, the Leading-Edge Boomers have less saved
for retirement and a greater debt load than the two generations preceding them. Only some of
them have the funds to retire comfortably for the long lives ahead of them.
During the last decade (or at least the early part of it), the members of the Silent and Greatest
generations moved from the cold northeast and old industrial metropolitan regions to warmer
climes in the south, west, and southwest, a migration widely noted by many commentators. Yet
not all metropolitan regions or cities in the south and west saw their 65-plus population grow.
This migration south and west slowed noticeably after the start of the recession. Fewer of the
Leading-Edge Boomers may make as many similar moves this coming decade. Considerable
disagreement exists about this possibility, but the housing bust has trapped many Leading-Edge
Boomers in large suburban homes whose values have fallen, often below the amount of debt
they secure. Even those willing and able to sell their homes are likely to be more conservative,
more risk averse, and so less willing to head off to new horizons in the face of an uncertain
economy. Many will stay where they are today, while many others will move along many divergent paths.
Those 67 years of age and older, the Silent and Greatest generations, are significantly affecting
the communities where their numbers are increasing fastest. Those who are not moving and are
staying in their suburban homes are also changing the nature of these communities, creating
“naturally occurring retirement communities,” or NORCs. This transition is presenting new challenges to local governments and new responses about how to meet these generations’ needs
in places designed for young families with children and cars. Local politics are changing in
response to the often more conservative views of these generations; what they want and will vote
for are services more geared to their needs, such as parks, libraries, and centers for seniors
instead of the schools and athletic facilities that serve families with children.
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Much has also been written about the empty-nester phenomenon, namely those Leading-Edge
Boomers in their late 50s and early 60s who have sold their suburban homes after their children
moved out and bought a condominium or townhouse in the city. The trend is real though hard
to quantify. Urban living is no longer confined to the central city; growing numbers of suburban
town centers are developing around the country to which people of all ages are moving, a trend
not captured by the census.
Today, more than 12 million people older than 80 constitute the Greatest Generation and the
older members of the Silent Generation. This group will grow by 2.4 million to 4 million this
decade, depending on the increase in life expectancy over the period, and represents a growth of
20 percent or more in the market for housing communities for seniors. Despite this growth, the
industry is struggling to attract the members of the Silent Generation and to keep its communities filled. As a result, the average age of new residents is rising and is now 84.
Several causes for this are possible. Among them are the concern of many members of the
Silent Generation about the cost of housing communities for seniors and their wish to preserve
limited retirement funds as long as possible. This generation also displays a growing antipathy
to institutional living, expressed in the desire to age in place. Attracting members of the Silent
Generation to these communities has become harder, a challenge likely to be even greater when
the even more independent Leading-Edge Boomers reach their late 70s in ten years.
Today the Silent Generation and the Leading-Edge Boomers, people in their late 50s through
their early 80s, are already exploring a variety of differing living situations, such as cohousing,
college towns, and multigenerational living. Some of these formats will survive whereas others
may be shorter lived. Given the large number of people in these two generations, however, each
new way of living can present a real and viable market for a developer close enough to consumers to really understand their desires.
During this decade, governments must play a growing role in providing for the housing of the
Silent and Greatest generations, a role that varies at different levels. State and local governments, among other things, are closely involved in the regulation of housing communities for
seniors and need to review and streamline their regulations to reduce the cost of housing as
much as is reasonable and responsible. The federal government, in addition to providing general
oversight over the quality of care for those living in housing communities for seniors, is also the
funder of last resort.
The fact is that many members of all three generations will be financially challenged in the
decade ahead. The pressure will grow on the federal government to provide for the needs of all
three generations. It will, however, come into conflict with the needs of younger generations
already facing intense financial pressure and uncertain futures. In the offing are all the makings
of growing generational political friction.
This report provides an overview of some of the challenges and opportunities ahead for both the
private housing industry and policy makers at various levels of government with the hope that it
will stimulate discussion and support effective efforts to meet the needs of these generations in
the years ahead.
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Chapter 1

Three Post-65 Generations

The Leading-Edge Boomers, the Greatest Generation,
and the Silent Generation
Not so long ago, everyone over 65 had much the same outlook on life. This has been the historical experience of aging for centuries, namely, that those over 65 represented a largely homo
genous age group.
Over the course of the last two decades, however, an unprecedented change has occurred, and
today three distinct generations are over 65, each with its own historical experience and with its
own outlook on life generated by that history. What follows is an overview of these three 65-plus
generations.

Leading-Edge Boomers
The Leading-Edge Boomers comprise the 40 million baby boomers born between 1946 and 1956,
part of the 74 million baby boomers who were born during the 18 years between 1946 and 1964.
This leading edge will turn 65 over the coming decade. Now 56 to 66 years of age, they have
already been disrupting past patterns and challenging past ideas and ways of living and working.
They are healthier and more energetic, and they expect to have a longer period of healthy, active,
and productive life than any previous generation.
Will the members of the Leading-Edge Boomers act like those of the Silent and Greatest generations in the years ahead? Some experts believe they will. The experts have seen that as people
reach different stages of life they respond in the same manner as those before them regardless
of what they may have said in their younger years. Despite the many extraordinary circumstances
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of the decade in which they came of age and the special characteristics of the Leading-Edge
Boomers, this wisdom may be correct.
Today, however, the United States is in the midst of rapidly shifting trends and considerable
economic and cultural discontinuity. The country has gone through the worst recession since
the Great Depression, and the recovery is still slow and painful. Looking back one can easily see
the profound changes in the country that resulted from the political and economic turmoil of the
1930s, including major changes in the role of the national government, the creation of the first
national social safety net, and a cultural shift to a more sober and saving-oriented approach to
life. During that decade, of course, one could not predict the nature of the changes then underway. Such is also the situation today.
This year, 2012, is the fifth year of economic turmoil in the United States and around the world,
and the only thing clear is that the end of economic uncertainty is not in sight. Employment
remains soft, and many of the new jobs that are being created are at flat or falling wage levels.
National politics are gridlocked as the country struggles to face a weak economy and a burgeoning national debt. The uncertainty of the global economy is troubling, with the future of the euro,
the second-largest global currency, at risk. The Chinese behemoth is slowing and facing internal
turmoil, and the oil-rich Middle East faces ongoing instability.
Furthermore, the circumstances of aging today are unique in history. At the beginning of the
last century the average life expectancy at birth in the United States was 47 years of age, and
although some lived to 65, they were few, likely to be frail, and not expected to live for many
more years. Today, the average life expectancy at birth is 78, and it is over 90 for most of those
who reach the age of 65 healthy and who do not work in debilitating physical occupations.
These additional 31 years of expected life have not been just “tacked on at the end,” according
the writer and cultural anthropologist Mary Catherine Bateson;7 she considers it instead to be a
new stage of life. “Today’s sixty-five year olds,” she says, “are starting new careers, or continuing
old ones, traveling around the world, and eloping with new loves.”8 She calls this new stage of
life “Adulthood II”:
I think we need to think in terms of a first adulthood stage we can call Adulthood I, a
very busy and productive time, which includes both our primary child-rearing years
and the building of careers, and a new stage we can call Adulthood II. Adulthood II
may begin as early as age forty (for example, for athletes whose careers may last
only twenty years) and may extend past eighty (for example, for politicians, if they
reach the Senate, and many self-employed people), for many years of participation
and contribution. Both as individuals and as a society we are being taken by surprise
by this change, yet so far most of the discussion focuses on its financial implications, not its opportunities. . . . How will the rest of life be different?9
Today, both the Leading-Edge Boomers and many of the members of the Silent Generation may
be said to be in this stage of Adulthood II.
Surveys suggest that Leading-Edge Boomers are generally satisfied and relatively optimistic.10
Their two biggest concerns are their health and their financial security. They continue to be
physically active and are willing to replace knees and hips to continue skiing, biking, hiking,
playing tennis, and picking up their grandchildren as long as possible, a period that is going to
be far longer than for prior generations. Most important, they do not experience themselves as
“seniors.”
6
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Although most of the Leading-Edge Boomers did move to the suburbs, following their parents,
they have in many other ways broken new ground throughout their adult life. From the civil rights
and antiwar protests; from birth control and rock music; from the women’s and environmental
movements; from ongoing political activism, drugs, and the culture of youth to today’s continuing
creative destruction of the high-tech sector and globalization, the Leading-Edge Boomers have
brought an acceleration in the pace of change in all parts of life. As Bateson says of them:
[They] remember their own grandparents as elderly without feeling elderly themselves. They are beginning to understand that they will not age in the same way and
at the same pace, and above all that they must discover or invent new patterns for
the years beyond traditional retirement, often as much as three decades, far too
many years to spend on golf, television, and bridge, far too valuable to be expended
on kinds of volunteerism that do not fully engage their skills or benefit from their
perspectives.11
William H. Frey, a demographer and senior fellow at the Brookings Institution, shares Bateson’s
views of the distinct nature of the Leading-Edge Boomers:
The aging of the baby boom generation is noteworthy not only because of its large
size, but also because its members’ social and demographic profile contrasts
sharply with earlier generations at retirement age. Boomers possess more education, have more women in the labor force, are more likely to occupy professional and
managerial positions, and are [somewhat] more racially and ethnically diverse than
their predecessors. At the same time, their higher rates of divorce and separation,
lower rates of marriage, and fewer children signal the potential for greater divisions
in seniorhood between those who will live comfortably, and those who will have
fewer resources available to them.12
Therefore, healthy Leading-Edge Boomers are unlikely to conform to past patterns as they age.
In other words, the past will not be a good predictor of the future of housing or any other aspect
of the world for those over 65. Perhaps physical changes in their bodies will finally dampen their
exploratory and pioneering spirit; if so, it will not be for another decade or more—and at a significantly later age than any prior generation. That factor alone means Leading-Edge Boomers will
not settle gracefully into a quiet retirement and decide to move into traditional seniors’ housing
communities for years (if they ever do). Even then, many are just as likely to want something
quite different from what today’s housing communities for seniors provide, or they will find ways
to age in place, avoiding housing communities for seniors altogether.

The Greatest Generation
Across the cultural divide from the baby boomers is the Greatest Generation, those 4.5 million
people 85 years of age and older who are the parents of the boomers. The Greatest Generation is
following in the footsteps of those before them with one startling difference: they are living longer than any prior generation.
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Today, more than 12 million people are over the age of 80. Depending on the extent to which the
average life span increases, this number will rise by 2.4 million to 5 million by 2020, an increase
of 20 to 40 percent.
Over the course of the decade most of the Greatest Generation will have significant health care
needs and require an array of personal services. They also will need a way of staying connected
to their community and the warmth of family and friends with whom to share time and the joys
and sorrows of life.
Many, of course, enjoy the benefits of adequate retirement savings, a supportive family, or both.
Too many others, unfortunately, are finding that their savings are inadequate and their families
unable or unwilling to help them; in fact they may have no living family, be estranged from their
family, or live far from them. They have only Medicare, Medicaid, Social Security, and local volunteer or charitable services for support.

The Silent Generation
In between the Leading-Edge Boomers and the Greatest Generation are the 28 million members of the Silent Generation, ranging from 67 years of age to the early 80s, with one foot in the
culture of prior generations and one foot in culture of the boomers. (“Think Tina Turner, Mick
Jagger, or Harrison Ford, all Silents,” one industry expert noted.) This generation is not silent
politically and has been active in national and local politics. They are a politically conservative
group and were the only age group to vote for McCain in the 2008 election.
The Silent Generation has new ideas of how and where to “retire” and is acting upon them.
These ideas include moving north out of Florida to Georgia, the Carolinas, and other southern
states; the emergence of a small but intriguing new multigenerational cohousing movement;
and affinity retirement communities (all discussed later in this report). Studying these new
trends will give important clues to what the large wave of Leading-Edge Boomers may be looking for as they choose where and how to live in the years ahead.
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Chapter 2

Changing Demographics
The international picture. The growth of the 65-plus population in the United States is part of
a global demographic trend. In 2000, the global population of people 60 years of age and older
was 600 million; by 2025 it is estimated to double to 1.2 billion, and by 2050 it is projected to be
almost 2 billion. The proportion of the world’s population older than 60 years of age is over 11
percent today and will be over 20 percent by the end of the decade.
These trends are occurring around the world, most especially among the developed countries
and some of the developing nations. The population of those over 60 in the member states of the
European Union is growing rapidly while at the same time the overall population in many of its
states is declining. The same is true for Russia and the other members of the former Soviet Union.
Two countries in particular face especially great challenges—China and Japan—but for differing
reasons. Although China’s population continues to grow, the impact of the one-child policy is
slowing this growth and changing the balance between those over 60 and the younger generations; it is a developing country whose long-term prospects will be challenged by this imbalance.
According to Nicolas Retsinas,13 today 178 million Chinese are over age 60; more than 11 percent of them are over age 80. He reports that by 2050 demographers forecast that 450 million
Chinese will be over age 60. As a result of the one-child policy, a child today often cares for two
parents and four grandparents. This situation intensifies the need for the development of thousands of retirement homes as the cultural norm of multigenerational living is disappearing. For
the great majority who cannot pay for retirement housing, the government is discussing pensions, subsidized health care, and rental subsidies.

FIGURE 2 T
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Japan, in contrast, is an extreme example of the many developed countries whose populations
are declining while their 65-plus population grows, potentially leading to acute challenges in the
years ahead. In 2010, 23.1 million Japanese were over the age of 65, 18.0 percent of the population, the highest percentage of any country; by 2020 that number is projected to rise by 6 million
to 29.2 million, 23.8 percent of the population.14 At the same time, the country’s total population
is expected to decline by over 5 million. These trends are expected to accelerate in the following decades; by 2050, 40 million people 65 plus will constitute 42 percent of a population that
will have fallen to 95 million. Japan faces an acute imbalance among the generations, and as a
result the challenge of providing housing and care for the 65-plus generation will be a daunting
prospect for a nation with a gross public debt of 235.8 percent of gross domestic product, making it the world’s most indebted country.
The growing U.S. 65-plus population. Although the United States has a relatively young population, especially for a developed country, 13 percent of the population was over 65 as of the
2010 census, and the number of people in this group is projected to increase more rapidly in
the future. For instance, from 1990 to 2000 the 65-plus population grew at 12 percent; for the
next ten years it grew by 20 percent, reaching 40.3 million by 2010. During the current decade,
recent projections by the Census Bureau15 show the 65-plus population growing to 54.8 million,
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FIGURE 4 T
 he Median Age of the American Population Will Increase by 2050
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a 36 percent increase. This will happen as the 40 million Leading-Edge Boomers reach 65 this
decade. They, along with the Greatest and Silent generations, will live longer than prior generations: current estimates are that 64 percent of all Americans will live to 75 years of age, and 35
percent will reach 85.16
Ethnicity. As of 2010, 32 million, or 80 percent, of those over 65 were non-Hispanic white. The
Leading-Edge Boomers, those today 56–67 years of age, are 76 percent non-Hispanic white.

FIGURE 5 T
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FIGURE 7 S
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FIGURE 8 T
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FIGURE 10 T
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Rates | Homeownership rates by age group in 2010
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In a country with a growing minority population, the difference among ethnicity and race between
the Leading-Edge Boomers on the one hand and the Silent and Greatest generations on the
other is less than between the 65-plus population as a whole and younger generations. The
median age of the white population is considerably higher than that of other ethnic and racial
groups and rising faster than that of the Latino, black, and Asian populations; the rapid growth
in the nonwhite population is occurring among the young generations. As a result, the 65-plus
population will remain largely non-Hispanic white during the coming decade while the country
as a whole moves to a more diverse ethnicity.
Homeownership. The members of the Silent and Greatest generations have the highest rate of
homeownership in the country, followed closely by Leading-Edge Boomers; after they reach 75
years of age, however, homeownership begins to decline. The census reports that as of 2010,
when the national homeownership rate was 66 percent, the profile of homeownership by age
was as shown in figure 10.
A striking fact is that despite the recession, the housing crash, and the resultant decline in the
national homeownership rate from 69 percent in 2004 to 65.4 percent as of the end of the first
quarter of 2012, households headed by those over 65 and Leading-Edge Boomers saw no decline
in homeownership. The crisis hit younger households hardest—the younger the age group, the
harder. The result, as David Leonhardt noted in a New York Times article on June 24, 2012, is
that the difference in the homeownership rate between those over 65 and those under 35 is the
greatest since the Census Bureau has been collecting these data.
Home equity. The high rate of homeownership among those over 65 has been a financial boon
for them. Over the past several decades their home values have fared far better than those of
younger generations. The homeowners among the Silent and Greatest generations have also
been less affected by the current housing recession than younger groups, perhaps because they
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FIGURE 12 T
 he Home Equity of 65-Plus Americans Has Fared Better Than That

of Younger Generations | Changes in median home equity by age group,
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have been living in more established neighborhoods that have seen values decline less. As a
result of this, and due also, perhaps, to a more conservative approach to paying off their mortgages, as discussed below, the median home equity of those over 65 has increased 57 percent
from 1984 to 2009.
Not all generations have benefited equally from a rise in home equity. Studying figure 12, which
compares the home equity trends of several age cohorts from 1984 to 2009, indicates the following:
Over this period, median home equity for all homeowners increased only 8 percent, held back
especially by the large 31 percent drop in median home equity among those homeowners
under 35 years of age.
The Leading-Edge Boomers, those who were then 55–64 years of age, saw only a 6 percent
increase in their home equity over this period.
Although all age groups saw a steady increase in home equity from 1984 to 2005, the trend
reversed for the following five years to 2009. During those years the housing crash most
heavily affected the young, whose median home equity was cut in half, while the Leading-Edge
Boomers lost almost one-fifth of their median home equity. Those over 65 lost only 7 percent.
Those under 35 years of age have been especially hard hit by a combination of two factors.
Because they are (or were) more recent homeowners looking for their first, starter homes, many
moved to the newer, outer-edge suburbs. Many drove to the outer suburbs seeking home prices
low enough for them to buy and to qualify for a mortgage. This strategy, however, exposed them to
some of the worst abuses of the recent toxic mortgage scams. As a result, many of them lost their
homes or at least found their homes seriously underwater, worth far less than the mortgages.
The causes and the impact of the drop in median home equity for the Leading-Edge Boomers is
different and of concern. A 2005 study for the Harvard Joint Center for Housing Studies noted:
Households reaching retirement age in the 1970s and earlier typically had paid off
their mortgages as they reached mid-life. . . .
In the 1980s and 1990s this pattern of paying off the mortgage by late mid-life began
to change. Cohorts approaching retirement now typically still carry substantial mortgage debt.17
The study was based on the 2000 census, and what followed 2000 was a continued rise of housing
debt among baby boomers, an increase that ended a couple of years after the publication of the
Harvard Joint Center paper. In what proved to be an overly optimistic assessment, the paper noted:
14
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The cohort housing debt trends we have just described need not raise any red flags
if increasing housing debt is matched by equally large or larger increases in the
value of the homes being purchased, if these values hold up in the future, and if the
investment in housing that the debt has secured remains relatively liquid.18
Unfortunately, housing values tumbled and housing has not remained liquid. Although most of
the boomers live in well-established communities that have fared better than others, many were
among those described in the Harvard study who aggressively refinanced and took out home
equity loans as their homes increased in value until 2007. Consequently, they have significantly
less equity in their homes than homeowners in the Silent and Greatest generations and will
continue to carry high levels of mortgage debt in the years ahead. Therefore, the Leading-Edge
Boomers are less financially prepared than the Silent and Greatest generations and will have to
defer retirement, which is just what is occurring.
Employment. More members of the Leading-Edge Boomers are in fact working today than any
in this age group over the past 30 years. Nationally the number of workers over 55 rose 12 percent between 2007, the start of the recession, and 2011. During the same period, the number of
workers 25–54 years of age fell by 7 percent. Joseph de Avila reported in the Wall Street Journal
on March 27, 2012, that the unemployment rate for those over 55 was only 5.9 percent compared
to the overall unemployment rate of 8.3 percent.19
Studies of Leading-Edge Boomers by the AARP indicate that around 70 percent of boomers say
they intend to work past traditional retirement age. One obvious reason for this decision is their
concern about financial security. As they review their retirement plans, many discover that their
current life expectancy is far longer than they thought or planned for. Happy as they may be about
this outcome, it raises the fear that their retirement funds, often depleted by the recession, may be
inadequate and that they need to keep working. Working longer is both a benefit to them (and to a
society that can reap the advantage of their experience and wisdom) and a challenge; can they at
this late stage build sufficient savings to live the life in retirement they had planned?

FIGURE 13 M
 ore

Leading-Edge Boomers Are Working Today Than over
the Past 30 Years | Share of population employed, age 65 and
older, 1967–2010
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FIGURE 14 D
 uring

the Recession, Americans over Age 55 Experienced
a Positive Change in Employment | Employment changes by age
groups, 2007:Q4–2009:Q3
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Income. Understandably, the median income of those older than 65 is lower than that of younger
age groups. Recently, however, the difference between their income and that of those 35 and
younger has been narrowing considerably.
As figure 15 from the Pew Research Center20 shows, the difference between the household
incomes of those under 35 and those over 65 converged from 1965 to 2010. Reasons for the
convergence include the high unemployment rate of younger people, the gradual decline in all
wages, and the rising number of those 65 plus continuing to work.
Some 55 percent of the income of households headed by those over 65 comes from Social
Security; this share has held steady the past several decades. The share of their income from
wages and salaries, however, increased from 14 percent in 2000 to 17 percent in 2010.
Although the incomes of all those over 65 have been rising, the burden of housing costs
increases with age, perhaps as incomes decline. According to the Center for Housing Policy, 25
percent of households headed by a member of the Greatest Generation, someone over 85, pay at
least half their income for housing, compared with about 20 percent for households headed by
someone 65–74 years of age and about 17 percent for households with a head younger than 65.21
Wealth. Although the income of those over 65 is still less than that of younger households,
unsurprisingly their wealth is greater. The difference between their wealth and that of young
households has been widening dramatically, according to a Pew Research Center analysis of
census data.22 It reports that from 1984 to 2009, the difference in net worth between these two
age groups grew from 10:1 to 47:1. As David Leonhardt notes in a New York Times article on June
24, 2012, this gap is wider than at any time since the Federal Reserve began keeping these data
consistently in 1989.
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The causes of this striking shift in wealth are varied, including but not limited to the recent
recession that, like all recessions, hit those starting out far harder than those already established. According to the Pew Research Center report, other long-term changes have also
occurred, including starting work and marrying at later ages, as well as carrying higher college
debt.23

FIGURE 15 I ncomes of Americans over 65 Have Changed Dramatically since

1967 | Change in median adjusted household income by age of
householder, 1967–2010 (%)
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FIGURE 16 I ncome of Americans 65 and Older and Younger Than 35 Is

Converging | Median adjusted household income by age of
householder, 1967–2010
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FIGURE 17 T
 he Age Gap in Household Net Worth Is Rising

| Median net
worth by age of householder, 1984 and 2009 (2010 dollars)
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FIGURE 18 H
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Poverty. The rate of poverty among households headed by someone 65 plus has also decreased
dramatically, according to the Pew report.24 This began with the advent of the Great Society
programs during the late 1960s and 1970s. Thereafter the rate has continued to decline, albeit
slowly, until only 11 percent were poor in 2010.
In contrast, poverty rates for households headed by adults younger than 35 began climbing in
the 1980s and today are notably higher than they were in 1967. Among households headed by
those under 35, 22 percent were in poverty in 2010, compared with 12 percent in 1967.

18

Housing in America

The Baby Boomers Turn 65

FIGURE 19 H
 omes, Rental Properties, and Real Estate Contribute the Most to the Net Worth of Those 65 and

Older | Median net worth by type of asset and age of householder, 2009 (2010 dollars)
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FIGURE 20 S
 ince 1967 the Rate of Older Americans in Poverty Has

Dramatically Decreased | Share of households in poverty
by age of householder, 1967–2010
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FIGURE 21 L
 eading-Edge Boomers Earn a Higher Percentage of Bachelor’s

Degrees Than Older Generations | Bachelor’s degree by age, 2011

Age (years)
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Education. The Leading-Edge Boomers have more members with bachelor’s degrees than the
Silent or Greatest generations. Of those over the age of 75, 11 percent have bachelor’s degrees
or more. This share increases to 13 to 15 percent for those 65–74 years of age. Among the
Leading-Edge Boomers, however, the rate jumps to 18 to 19 percent. Despite this educational
level, the Leading-Edge Boomers still lag behind the country as a whole; nationally 32 percent of
adults have bachelor’s degrees.
Marital status. Of those over 65, 56.4 percent were married in 2010,25 which is little changed
from the past couple of decades. What is changing somewhat is the reason those over 65 are
single. The percentage of those widowed has dropped from 34 percent to 28 percent, whereas
those divorced have doubled from 5 percent to 10 percent. Perhaps this means that living longer
does not always mean living happily together longer. Current trends suggest that more members
of the Silent Generation and the Leading-Edge Boomers may be choosing to live alone if they
can afford to do so.

What emerges from these statistics is the financial challenge the three generations face in the
decades ahead. For the Leading-Edge Boomers, this is particularly acute because much of their
net worth was tied up in home equity, much of which has been lost to higher debt loads and collapsing housing values. Nor have the stock and bond markets made up the difference. Combine
these declines with their longer life expectancy and the result is that more members of all three
generations will not have the resources to support themselves through retirement.
More of the Leading-Edge Boomers are responding to this challenge by continuing to work,
although some are unable or unwilling to do so. However, it is unlikely that many of them will be
able to save and invest enough to cover a long retirement. This raises the question of whether
resources can be found to fund a sufficient national safety net for those over 65; in other words,
can the country find the political will to allocate limited resources to support these generations
for their housing and health care needs?
Also emerging from these statistics is the extraordinary gap that has arisen between the financial well-being of those over 65 and the Leading-Edge Boomers, compared with that of those
under 35, generation Y. This financial gap will create tensions between the generations just
as the nation needs to find the resources to provide for both age groups. It will be one of the
great political struggles for years to come and will make the efforts to modify Social Security,
Medicare, and Medicaid even harder.
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Where Are They Moving?
Over the past couple of decades those 65 years and older, the members of the Silent and
Greatest generations, have been moving around the country at a substantial pace, but not everywhere evenly; some cities and metropolitan regions have experienced dramatic growth in their
65-plus populations whereas others have seen a decline.
Among the 50 largest metropolitan regions in the United States, the rate at which the 65-plus
population grew during the past decade ranged from a high of 50 percent to 60 percent to a
decline of 5 percent. All the largest metro regions saw growth with three exceptions: Pittsburgh,
New Orleans, and Buffalo.
Among cities, the variation was even wider. Whereas some cities also saw a growth in their
65-plus population of 50 percent to 60 percent, others saw it decline by 20 percent or more.
Unlike large metropolitan regions, only somewhat more than half the cities in these regions saw
a growth in the number of those older than 65 during the past decade.
The 2010 census numbers confirm that during the last decade (or at least the early part of it)
those over 65 were moving from the cold northeast and older industrial metropolitan areas to
warmer climes in the south, west, and southwest, a migration widely noted by many commentators. Yet not all metropolitan regions or cities in the south saw their 65-plus populations grow.
The Tampa and New Orleans regions and several southern cities wound up losing members of
the Silent and Greatest generations.
Where the Silent and Greatest generations and the Leading-Edge Boomers will move in the
future, however, is hard to predict, because trends of the past decade are far from certain to
continue. Of note, the last decade actually spans two quite distinct periods, the housing boom
through 2006 and the housing bust and recession from 2007 on.
Recent census numbers confirm that the migration of retirees slowed noticeably after the start
of the recession; from 2007 to 2009 the annual growth rate of retirement-destination counties
fell to 1.7 percent after the recession began, down from 3.1 percent between 2000 and 2007. A
growing number of retirement-destination counties, including some that saw an influx of those
over-65 people during the early years of the past decade, also began losing their populations of
those older than 65 after 2007.26
The strength of the housing boom during the early part of the decade served to obscure the
impact of the recession and housing crash in the decennial census numbers. Looking ahead, the
movement of those older than 65 will be slower for the rest of this decade than the 2010 census numbers reported below suggest; the housing bust has trapped many of the Leading-Edge
Boomers in large suburban homes whose values have fallen below what they are willing to sell
them for or are worth less than the debt they secure. Even people willing and able to sell their
homes are likely to be more conservative, more risk averse, and thus less willing to head off to
new horizons in the face of the uncertainty in the economy.
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Where Did Retirees Move Regionally?
The following ten metropolitan regions saw the largest growth in the number of those over 65
during the period from 2000 to 2010:
Los Angeles: 199,000;
New York City: 167,000;
Dallas: 153,000;
Atlanta: 147,000;
Houston: 144,000;
Phoenix: 129,000;
Washington, D.C.: 127,000;
Riverside, California: 98,000;
Chicago: 87,000; and
Minneapolis: 69,000.
Absolute numbers, however, do not necessarily show where the members of the Silent and
Greatest generations, those 65 plus, may be having the greatest political and market impact.
That is better indicated by the rate at which this population is growing.
For instance, whereas the increase in the numbers of those over 65 in the New York City metropolitan region was the second highest in the nation, this population grew at only a 7 percent rate.
Thus its impact is likely to be less than in, say, Raleigh, North Carolina, where the rate of growth
was a stunning 60 percent. William Frey of the Brookings Institution reports that the metropolitan regions with the fastest-growing 65-plus populations were as shown in figure 22.27

FIGURE 22 U
 .S. Metro Areas with Fastest-Growing Senior Populations

Percent change in 65-plus population, 2000–2010

Rank

Metropolitan area

1
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5
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7
8
9
10

Raleigh–Cary, NC
Austin–Round Rock, TX
Las Vegas–Paradise, NV
Boise City–Nampa, ID
Atlanta–Sandy Springs–Marietta, GA
Provo–Orem, UT
Colorado Springs, CO
Houston–Sugar Land–Baytown, TX
Dallas–Fort Worth–Arlington, TX
Charlotte–Gastonia–Concord, NC–SC

Source: Brookings Institution analysis of 2000 and 2010 census data, 2011.
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Some other major metropolitan regions showing a rapid increase in members of the Silent and
Greatest generations, those now older than 68, during this period include the following:
Phoenix: 33 percent;
Denver: 32 percent;
Orlando: 29 percent; and
Riverside, California: 28 percent.
Only four of the metropolitan regions with the fastest rate of increase in the numbers of the
Silent and Greatest generation members were also among the fastest growing in absolute numbers: Houston, Dallas, Phoenix, and Riverside, California; they clearly have been major magnets.
Regions that attracted those over 65 did so for various reasons. Among them were the presence
of large universities, the moderate and affordable cost of living and housing, and warmer, more
benign climates. They are also newer, fast-growing parts of the country where people may be
moving to be close to their children and grandchildren who moved there looking for work.

Which Metropolitan Regions Are Experiencing Decline?
The metropolitan regions where the population of those over 65, the members of the Silent and
Greatest generations, declined or grew most slowly in the past decade according to Frey’s report
are shown in figure 23.28
Other major metropolitan regions that saw the slowest growth in these populations include the
following:
Tampa: 4 percent;
Philadelphia: 4 percent; and
Detroit: 6 percent.
The regions with declining (or very-slow-growth) 65-plus populations are, with the exception
of New Orleans and Tampa, among the old, declining industrial areas of the northeast and
Midwest, with their harsher weather. They represent a past that many seem to have wished to
leave behind.

FIGURE 23 U
 .S. Metro Areas with Slowest-Growing or Declining Senior

Populations | Percent change in 65-plus population, 2000–2010

Rank

Metropolitan area
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Scranton–Wilkes-Barre, PA
Pittsburgh, PA
New Orleans–Metairie–Kenner, LA
Buffalo–Niagara Falls, NY
Youngstown–Warren–Boardman, OH–PA
Providence–New Bedford–Fall River, RI–MA
Cleveland–Elyria–Mentor, OH
Springfield, MA
Toledo, OH
Milwaukee–Waukesha–West Allis, WI

Percent change

–7%
–5%
–5%
–3%
–2%
1%
1%
2%
3%
4%

Source: Brookings Institution analysis of 2000 and 2010 census data, 2011.
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The slow growth in the retiree population in the Tampa metropolitan region mirrors Miami’s
8 percent rate. Florida did attract many retirees, but they moved to Orlando and Jacksonville,
which saw the population older than 65 grow by 29 percent and 31 percent, respectively.
Overall, however, the rate of migration to Florida has been slowing; as Michael Sasso notes in
an article in the Tampa Tribune on December 20, 2007, estimates suggest that the percentage of
people older than 56 migrating in the United States who moved to Florida dropped from 19 percent in 2000 to 13 percent in 2006. Most likely there are a number of causes for this slowdown
and for the fact that people are moving to cities farther inland, such as Jacksonville and Orlando.
These might include recent hurricanes and the uncertain condition of the state’s hurricane
insurance fund, as well as comparative housing prices, among others. Some also believe concern about Florida’s sinkholes and the high cost of housing, taxes, and property insurance may
be discouraging people from moving to the state in the same numbers they did in the past.

Which Cities Are Seeing Retirees Move?
The cities, as distinguished from their metropolitan regions, that gained the most members of
the Silent and Greatest generations over the past decade were, not surprisingly, all southern and
western, including Raleigh, North Carolina, whose population grew by an amazing 60 percent.
Not all cities in the south and west saw their populations of those over 65 grow, however.
For instance, a southern city saw the greatest decline among the Silent and Greatest generations, namely New Orleans. Its population of those over 65 declined 34 percent, far faster than
the 5 percent decline in the region as a whole. New Orleans, however, is a special case. The
population of New Orleans at all age levels had been declining for some time before Hurricane
Katrina, and its aftermath accelerated that trend; the decline in those over 65 was at first simply
a part of the exodus caused by the hurricane. Unlike younger families, however, many of those
older than 65 did not have the resources of money or energy to return; thus, they settled elsewhere in the country. They are part of the great New Orleans diaspora that has depleted the traditions and culture, and the tight-knit communities, of this great city.
Other southern cities saw their populations of those over 65 decline as well, including
Birmingham (−19 percent), Richmond (−13 percent), and Tampa (−8 percent). In the west, Salt
Lake City’s population of those over 65 declined by 12 percent, and Seattle’s went down by 1 percent. In other words, a sunny or western city was not enough to attract those over 65. Other factors, such as cost, quality of life, and urban design, also affected this migration.
In some cities where the percentage of those over 65 in the population has risen, the increase
was caused more by the out-migration of young adults in search of jobs. For instance, in Maine,
Vermont, New Hampshire, and West Virginia, those older than 65 migrated in while at the same
time large numbers of young people moved out.

How Do Cities and Their Suburbs Compare?
Every metropolitan region, with the exception of San Jose and Raleigh, saw a faster rate of
growth in the 65-plus population than did the central city of that region. In fact, Atlanta’s 65-plus
population grew by only 2 percent whereas that of the metropolitan region grew by 44 percent.
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FIGURE 24 C
 hange in 65-Plus Population for Cities in the Top 50 Metro

Areas versus Change for Metro Area | Percent change in 65-plus
population by city and metropolitan area, 2000–2010
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Source: U.S. Census Bureau, 2000 and 2010.

In those cities where the number of members of the Silent and Greatest generations declined,
their numbers in the metropolitan region generally grew, sometimes quite rapidly, as in the case
of Salt Lake City where the metro area’s rate of growth was double that of the city. Exceptions
to this trend were Pittsburgh, Buffalo, and New Orleans, where those older than 65 left both the
city and the metropolitan region, though fewer left the metro region.
Over the past decade, the members of the Silent and Greatest generations have largely preferred
suburbs to cities. Although southern and western cities like Las Vegas, Jacksonville, San Jose,
Austin, Charlotte, and Raleigh attracted these generations, these cities really were not exceptions because each is a sprawling city with large boundaries that incorporate much of their surrounding suburbs.
Does this finding mean that all the reports of empty nesters moving to cities were wrong? No,
what has happened is that a small but significant number of Leading-Edge Boomers and members of the Silent Generation, but not a majority of them, have moved to central cities. Given the
size of these two generations, even a shift at the margins can have a notable effect.
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Where Will Leading-Edge Boomers Move in the Future?
Considerable debate exists about where Leading-Edge Boomers will choose to live in coming years. Some predict they will stay settled in the suburbs. Generally, households headed by
someone older than 65 move less than younger ones. The Center for Housing Policy reports that
between 2010 and 2011, some 12 percent of households headed by someone 35–39 years of age
moved, compared with 2.8 percent of those headed by someone 70–74 years of age.29 Moreover,
according to estimates, 70 percent of the members of the Silent and Greatest generations are
living today where they celebrated their 65th birthday.
Many commentators also point to an AARP study30 reporting that 80 percent of those older than
45 say they want to remain in their homes even when they need assistance. This study, and others like it, is often cited in support of the idea that Leading-Edge Boomers will age in place, not
moving from where they are now. Some say they are a generation that moved to the suburbs and
will stay there.
Maybe, but “aging in place” is a much misunderstood term. Saying you do not want to move
when you finally reach a point where you need some assistance, that you want to continue living
independently at home instead of being “institutionalized,” is one thing. But this widely shared
sentiment says nothing about where you may want to live during the years leading up to the time
when you may need assistance.
Reaching one’s 60s is a significant life event that often stimulates the urge to move for one reason or another—to fulfill a lifetime dream of the “perfect” home; to move to the city and enjoy
urban vitality; or to be near family, friends, and most especially grandchildren. Bateson believes
that many of the Leading-Edge Boomers, now in their late 50s and early 60s, who are entering
what she calls Adulthood II, are likely to move.
Throughout human history, place has been a basic element of identity, as basic as
family of origin, yet in contemporary America both have been partially set aside.
Almost all of the people who turn up in the chapters of this book have initiated their
years of Adulthood II with changes in their housing, and I find myself struggling with
phrases that combine a sense of grounding with different kinds of mobility. Definitions
of home have as much to do with human connections as they do with real estate.31
She is not alone in this belief. As Fred Bock wrote in the New York Times:
The boomers are hardly approaching retirement in the manner of their parents. . . .
Members of this older generation wanted nothing more to do with work once they
retired to what was considered a well-earned respite. . . . Earlier surveys showed
that 80 percent [of their parents] wanted to stay right where they were when they
retired. Current surveys by AARP . . . and several home-building companies indicate
that 60 percent to 80 percent of the G.I. generation’s children, the boomers, want to
move, especially to less urban areas, when they retire.32
Financial pressures may also force many of the Leading-Edge Boomers to move in a search for
places with a lower cost of living and less expensive housing.
One caution must be noted, however. As much as Leading-Edge Boomers may want to move,
they may be trapped, unable to sell their homes. As noted previously, the Leading-Edge
Boomers are, on average, carrying significantly more mortgage debt than preceding generations.
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Whereas the members of the Silent and Greatest generations have considerable equity in their
homes, many Leading-Edge Boomers refinanced their homes and pulled out equity in the early
part of the last decade. In addition, people hoping to move up to a larger home, many of whom
are members of the smaller generation X now in their late 30s and early 40s, are finding making such a move harder. They need to sell their own homes in a soft housing market and find
financing in a tight mortgage market to buy the Leading-Edge Boomers’ homes. The result is
that many of the Leading-Edge Boomers find themselves locked into a home they may no longer
want, reducing the number of those who might otherwise move.
Those Leading-Edge Boomers who wish to and can move cite a number of factors entering into
their decision making:
Finding a smaller or larger home;
Being near family and friends;
Enjoying better weather;
Finding a more urban location, whether downtown or in a suburban town center;
Finding a place easier to care for;
Meeting the need to live more frugally;
Beginning a new career in a new location;
Returning to areas where they grew up; and
Finding a place with better health care or public transportation.
For example, a survey by the MetLife Mature Market Institute and the National Association of
Home Builders suggests the following:
[W]hen 55+ households choose a particular community, their decision is most often
driven by the desire to be close to family and friends. Design and looks also rank high
but lost their importance to some extent during the recent economic downturn.
Although not cited as often . . . proximity to work is on the rise as a reason for
choosing an active adult community. The share citing proximity to work has
increased with each survey, from 2% in 2001 to nearly 12% in 2009, suggesting
that active adult communities are attracting more residents while they are still in
the workforce.33
What can be said is that the combination of greater energy and better health, the expectation
of a longer life, and freedom from children and their previous jobs, on the one hand, and the
new financial constraints, on the other, is a volatile mix. Most likely some of the Leading-Edge
Boomers will stay in their homes in the suburbs by choice or by necessity. Others will move to
an urban location, be it the central city or a suburban town center. Yet others will move toward
the sun as generations before them were doing before the recession. They may be drawn by
the affordable housing in those regions in the southwest with high foreclosures, but in doing so
they will be moving to places experiencing a changing environment with ever greater challenges
from droughts and extreme weather. Overall, the migration to the sun, the south and southwest,
although not likely to end, is unlikely to regain its prior strength.
The one certainty is that few Leading-Edge Boomers will be moving from the city to the suburbs.
They did so decades ago when they were young and had or were planning to have children.
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Chapter 4

The Graying of the Suburbs
More than half the members of the 65-plus generations live in the suburbs today.34 Combined
with the fact that many people prefer to remain in their own home for as long as possible or may
not be able to sell even if they do wish to move, this suggests that the suburbs will continue to
see substantial growth in the population of those over 65 in the decade ahead.
The members of the Silent Generation and the Greatest Generation who are staying in their
suburban homes are changing the nature of their communities in many ways. Just by increasing
the proportion of the population that is in its 70s, 80s, and 90s, these generations are creating
what are in effect “naturally occurring retirement communities,” or NORCs. In one sense, this
is simply a new name for a pattern that goes back thousands of years, long before our affluent,
choice-rich society.
In the past, few people had a choice of where they aged, nor did they want to move from where
they had lived their lives, surrounded by family and a community of lifelong friends; often they were
even revered and respected as they aged, a phenomenon that is sadly missing today. Blue-collar
and lower-income communities have often been much like this as grown children continue living
near their parents and are able to help care for them (and are sometimes cared for by them). A
NORC in this context often meets the needs of people who are cared for in much the same way, as
were people in the past.
The pattern of families staying together as the children grow up, however, has become the
exception in the United States today. Even in blue-collar and lower-income communities, the
younger generation is becoming more mobile, leaving in search of better opportunities or just
the adventure of change. This trend creates a challenge for a NORC, a challenge that is particularly acute in the suburbs and rural communities.
Those members of the Silent and Greatest generations who choose to remain in their suburban
homes are finding themselves living in places designed for families with young children and
cars, communities focused on providing schooling and recreation for children. A church may
provide a seniors’ center or two, but the major financial investments made by the local government are more likely to be in roads and schools.
The level of support needed by the members of the Greatest Generation is growing. In the suburbs much of the needed care has to be provided in their homes; alternatively, they have to be
brought to the service provider. Either way requires cars, vans, and buses (and drivers). This
adds to costs as well as to traffic, energy use, and pollution. Although technology is beginning to
help provide remote medical monitoring and advice, much of the service needed cannot be provided virtually. Such services include the following:
Social and recreational programs to keep people from becoming isolated;
Computer support and training to keep them connected;
Continuing education programs to keep their minds alert;
Information and counseling on health, well-being, and finances;
Home maintenance and referral services to maintain their homes as functional;
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Emergency and preventive health care programs;
Meal programs for those who cannot or will not cook nutritious meals;
Shopping for food and clothes; and
Transportation for all of the above.
Hardest of all to deliver, as the mobility of the Greatest Generation declines, is a sense of community—without which these seniors can become isolated in large, deteriorating homes.
The quality of home maintenance frequently declines in homes lived in by people in their 80s
and 90s. This can be caused by dwindling energy and ability, declining finances, or decreasing
interest in fixing up the home or in its resale value. A study prepared for the U.S. Department of
Housing and Urban Development (HUD)35 found that homes owned by the elderly appreciated in
value at 1 to 3 percent less than the local markets. Often the homes were undermaintained, generally because the owners lacked energy or funds to care for them. The homes were also out of
date, either because the owners were content with the homes the way they were or because they
had no interest in updating them because they had no plans to sell. “Stayers,” the report noted,
minimize expenditure on homes as compared to “movers” because they do not intend to sell
their home. Beyond the age of 70 or 75, “stayers” are more prevalent. They simply like the house
the way it is. The report stated that
The most direct explanation [for lower home values] is that homes of elderly owners are out-of-date in style and frequently poorly maintained. . . . Health needs or
utilities take priority over home remodeling projects, which not only take money and
energy, but a tolerance for disruption and dislocation.36
A related challenge is the need to modify homes if people become disabled. Today, about 10 million households include at least one member with a disability. The need becomes greater the
higher the age of the household; the Center for Housing Policy reports that “while about onequarter of . . . households aged 65–74 include someone with a disability, the proportion climbs to
nearly two-thirds among households with a member 85+.”37 Poverty also increases the likelihood
that a household will include someone with a disability; poorer households are more likely to
include people with disabilities, up to 44 percent among very-low-income groups, whereas the
rates decrease steadily as incomes climb.
This fact suggests that with so many people wishing to age in place, a boom will occur in the
home renovation business, especially with renovations targeted to accessibility. Unfortunately,
however, many 65-plus households simply cannot afford the needed changes. National programs exist that organize volunteers to help maintain homes for those over 65 and to improve
their accessibility, such as Rebuilding Together and Christmas in Action; local programs and
nonprofits also attempt to address this issue. However, their impact is limited and insufficient to
meet the needs of everyone in most communities.
Another problem that affects a neighborhood more than deteriorating housing is the lack of
turnover; as those older than 65 stay in their homes, they keep younger families from moving
into the neighborhood. This stalls the traditional “housing ladder,” the normal progression of
new people coming into a neighborhood with new energy, the desire to fix up and modernize
their homes and the community as a whole.
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The national housing ladder has already become stagnant as first-time homebuyers have difficulty coming up with a downpayment and bank financing, making it harder for families to sell
existing homes and move up. The result is that suburban communities are not experiencing normal and needed regeneration.
Suburban communities are just now coming to grips with this new reality. For instance, the
ULI Minnesota District Council, in partnership with the Regional Conference of Mayors and the
Center for Housing Policy in Washington, D.C., with support from the Family Housing Fund,
has begun exploring ways to help the suburban communities around Minneapolis and St. Paul
rethink their housing strategies in light of the increased numbers of people aging in place.
Although every suburb needs to create its own response, the Twin Cities initiative is encouraging
communities to find ways to attract more young professionals to balance the age of the population. This option is promising for those suburbs that are close in and linked to urban job centers
but problematic for suburbs in the outer ring that are less desirable for young families with two
working parents. Nearby suburban town centers, satellites of urbanism, can provide another
choice for those over 65, allowing them to move to an urban setting where they may find living
easier while staying near their community, family, and friends.
Suburban group homes. One response of some suburban communities is fostering the creation
of small group homes. These can provide support and community for their residents in a familiar
suburban setting.
Such group homes are challenging to develop because of the need to reconfigure single-family
homes for group living and the need to make them accessible to those with physical disabilities. State and local regulatory hurdles, when combined with the cost of rehabilitation, also can
make these homes uneconomic. Meeting these challenges and ensuring long-term financial
stability are generally beyond the capacity of the future residents, and ongoing support from the
local government or a nonprofit is needed. As a result, the development of such group homes is
unlikely to become a major trend.
The virtual village. One intriguing and growing response to aging in place, whether in the suburbs
or in an urban setting, is something being called the “virtual village.” These are springing up in
suburbs, central cities, and suburban town centers around the country. They provide in an organized way what neighbors in rural communities often provide informally. This rural neighborhood
response to helping people remain in their homes is sometimes known as “tending out.”38
The virtual village provides a place for members to obtain basic services, such as rides to the
doctor; or referrals to local service providers, such as home health care, lawyers, or financial
advisers; or help maintaining their homes. Often a small staff organizes a group of volunteers to
assist members, who pay an annual fee. Members may also be among the volunteers supporting
their peers.
More than 60 such virtual villages have been organized in communities around the country, and
new ones are in formation. One of the pioneer villages is Beacon Hill Village in Beacon Hill,
Boston, now celebrating its tenth year. Lincoln Park Village serves Chicago’s Lake View, Lincoln
Park, and Near North communities, while Capitol Hill Village, now five years old, serves the
Capitol Hill neighborhood of Washington, D.C. A nonprofit group, Village-to-Village, helps communities establish their own virtual villages and provides a support network for them.
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Organizing and maintaining these groups presents challenges; membership can cost as much
as $1,000 a year for a household, which leaves many people with little interest in joining a village while they have the energy and ability care for themselves. Consequently, new members are
often too frail to be helpful volunteers and are unable to remain in their homes for long. Funding
the small staff is a problem, and finding the right balance between fees for membership and
services that are high enough to support the program and yet are affordable is difficult. For this
reason outside funding is often needed, from the local government, foundations, or the philanthropic community.
Age-restricted communities. Age-restricted communities, suburban housing developments that
require at least one member of the family to be at least 55 years of age, were becoming increasingly popular among the Leading-Edge Boomers before the housing crash. Developers like these
communities because of the relative ease of obtaining local permits: because the communities
do not allow children, local residents do not worry about new housing adding to school taxes or
overcrowding existing schools. The market for this housing was strong because many people
who wanted to continue living in the suburbs were happy to be free of the noise and disruption
from the neighbors’ children.
This type of development, along with almost all suburban cul-de-sac development, ended with
the housing crash, of course. As one builder said, “The age of age-restricted housing is over.”
That said, major developers such as Pulte/Del Webb (which builds Sun Cities) continue to build
out existing communities, and The Villages, a major age-restricted community north of Orlando,
continues to grow successfully. However, major new master-planned communities like Sun
Cities and The Villages are unlikely to be started anytime soon.
The developers of less successful age-restricted communities have had several responses.
Most dropped prices and offered incentives to buyers in the same way developers of all masterplanned communities have, which helped improve sales somewhat. But in a major shift, some
developers have been going back to local governments and applying to remove the age restrictions in the hope of broadening the market for their unsold homes. The politics of this move has
proved complicated.
Many local citizens are opposing these changes; they do not want more families with children
moving in and increasing the pressure on already crowded schools and community facilities in a
time of constrained local government finances. Where existing homeowners have already moved
into age-restricted communities, they too have resisted the removal of age restrictions out of
concern that the qualities and amenities for which they had bargained, especially the absence of
children, would be lost.
The fights over these changes have been long and hard, sometimes resulting in litigation.
Developers have argued that the only way they can afford to finish these developments is to open
the market to younger families. In time, existing homeowners, unhappy as they may be, come to
realize that the best way to preserve the value of their homes and communities is to allow the
developer to sell the remaining homes to whoever is willing to buy them. Likewise, local citizens
have come to see the potential harm that can be caused by the blight of a half-finished community and vacant lots. Slowly, some localities are allowing the age restrictions to be removed.
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For instance, Lisa Provost reported in the New York Times on June 9, 2011, that the Connecticut
towns of Ellington, Tolland, and Southington have all recently approved requests to lift age
restrictions for troubled developments. Oxford, Connecticut, settled a lawsuit by agreeing to
allow the developer of an 82-unit age-restricted development to replan it as a 140-unit open-age
townhouse development in return for an agreement to sell 20 percent of the homes at belowmarket rates. The same pressure to remove age restrictions on developments is happening in
other towns, such as Helmetta, Old Bridge, East Brunswick, and Sayreville in New Jersey.
Among the explanations offered by developers for the lack of sales in age-restricted developments have been that the Leading-Edge Boomers postrecession now either want to continue
living in their existing homes or are unable to sell their homes because they are “underwater,”
that is, worth less than the debt they secure. Other explanations include a new financial conservatism on the part of the boomers and tight mortgage credit.
These explanations, however, may not be the whole story. A shift may well be occurring in the
housing market with long-term implications, namely, that Leading-Edge Boomers are not as
interested in age-restricted communities as past generations. They are not looking to retire early
and are not seeking to isolate themselves among the elderly. Many, in fact, still have children at
home and enjoy living around younger families; they may, in fact, find the “nuisance” of children
part of the spice of life.
They also need to keep a bedroom available for “boomerang” children, the returning and unemployed gen-Yers bouncing back home from college while they look for work or try to figure out
what they want to do with their lives. Multigenerational living is on the rise, as discussed later
in this report, and over 20 percent of young adults 25–34 years of age are now living at home,
a percentage higher than at any time since 1950.39 Among those 18–24, a full 40 percent live
at home, the overwhelming majority of whom say they are doing so for noneconomic reasons,
according to a Pew Research survey.40 Boomers seem to be closer to their children than they
were with their parents, an observation affirmed by conversations with many boomer parents
and their children.
Whether a future exists for age-restricted housing cannot yet be predicted, but the market for
such housing will remain soft until the overall housing market recovers and, thereafter, more
limited than in the past.
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Chapter 5

Cities for Everyone
Much has been written about the growing number of members of the Leading-Edge Boomers
and Silent Generation who have moved from the suburbs to the cities; much is true and some
is hyperbole. The empty-nester phenomenon, the couple that sells its suburban home after the
children have moved out and buys a condominium in the city, is real and has been occurring; it is
hard to quantify, however, and has not involved the majority of suburban households.
Urban living, however, is no longer confined to the central city; a growing number of suburban
town centers are developing in metropolitan regions around the country. Although people living
in suburban towns are not counted by the census as “city” dwellers, they are voting with their
feet and their dollars for a more urban lifestyle.
These “boutique cities,” as one ULI member calls them, have become increasingly significant
population centers for people of all ages and incorporate retail, office, and commercial development as well as housing. Often they are becoming linked by transit. The people who moved
from a suburban cul-de-sac to a suburban town center have benefitted the region by reducing
regional congestion and pollution and are now taking local transit or driving less by living closer
to jobs, retail, and services.

Aging in the City
In contrast to the suburbs, cities are, or can be, well-designed places for people 65 plus to live
in. The traditional urban amenities—better public transit; good health care; a healthier, walkable
lifestyle; arts, culture, ongoing education, and libraries; and easy access to services, stores, and
human interaction—are all ideal for people of all ages.
The cities to which people over 65 have moved have benefitted greatly from their presence.
Members of both the Leading-Edge Boomers and the Silent and Greatest generations who move to
cities are often actively employed, support local stores and the arts, can be active volunteers who
bring skill and experience to whatever they are involved in, and contribute less to crime rates.
A growing population of people in their late 70s and older, however, presents challenges as well
as benefits for a city. At some point people may require support, and just as in the suburbs, this
need can put pressure on limited city services at a time of financial constraint. The physical
design of the city also may need to be changed and new infrastructure required to better accommodate them.
Redesigning a city to accommodate people in their late 70s, 80s, and older is not necessarily
complex or expensive. Simple things like curb cuts, benches at transit stops, access to bathrooms, slower timing of traffic lights to allow time for slower-moving pedestrians to cross,
zoning that allows people to rent out portions of their homes, well-maintained sidewalks, and
places to walk separate from bicycles all make a large difference for the aging.
The fact that the members of the Silent and Greatest generations are among the most active
voters may be seen as either a blessing or a curse for communities, depending on where one
stands. Because they vote in disproportionately high percentages, their political impact is magnified. The fact that they are living in the city may not matter on the national political level, but it
does shift political weight at the state level to the cities in which they live, a positive development
for cities with growing 65-plus populations.
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At the local level, members of the Silent and Greatest generations can have an even greater
effect, as they push for services designed for themselves over those designed for younger families with children. Their presence may alter local school politics and cause disputes over parks,
libraries, and other “third places” separate from the home and workplace, raising inevitable concerns about whose needs should drive the design and allocation of hours of use.

Designing Cities for Everyone
In 2008 the majority of the world’s population lived in cities for the first time in history; by 2030
approximately 3 of every 5 people are expected to live in an urban area. The United Nations projects that virtually all global population growth for decades to come will occur in urban areas,
whereas rural areas will lose population.
This rapid global urbanization led the World Health Organization (WHO) in 2006 to study the connection between urbanization and the world’s growing 65-plus population, including the aspects
of urban life that make cities age-friendly. The study led to the creation of the Global Network of
Age-Friendly Cities, the goals of which are as follows:
To provide technical support and training;
To link cities to WHO and each other;
To facilitate the exchange of information and best practices; and
To ensure that interventions taken to improve the age-friendliness of cities are appropriate,
sustainable, and cost-effective.
According to WHO, membership in the network is a public demonstration of commitment by a
city to use WHO guidelines to improve the city’s “age-friendliness”; it is not an assessment by
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WHO that the city does in fact meet the guidelines. To become a member, a city commits to
“undertake a process of continually assessing and improving their age-friendliness.” The first
Conference of Age-Friendly Cities was held in September 2011 in Dublin, Ireland.
In 2007, WHO published Global Age Friendly Cities: A Guide. The guide focuses on eight topic
areas:
Outdoor spaces and buildings;
Transportation;
Housing;
Social participation;
Respect and social inclusion;
Civic participation and employment;
Communication and information; and
Community support and health services.
The topics cover both the hardware of the physical design of a city and the software of social
programs. The first three—outdoor spaces and buildings, transportation, and housing—the hardware topics, cover a wide range of sensible and sometimes very basic urban design issues.
WHO also published checklists for each of these topics that include a wide range of matters
from the very detailed to the very general. Some items on the checklist are basic good city management, such as keeping public areas clean, safe, and well lit. Others are more targeted, such
as providing seating and public toilet facilities, adjusting the timing of traffic lights, and ensuring
that sidewalks can accommodate wheelchairs.
Comprehensive as WHO’s lists are, notable gaps occur. For instance, no mention is made of
ensuring that housing for seniors is located in those parts of a city that have good public transit.
The quality of access to public transit can vary widely within a city, and those areas with the best
connectivity are often the most valuable and expensive. Adequate housing at a range of prices
affordable to people with a range of incomes needs to be provided in transit-rich locations. This
goal can be challenging to meet, but isolating moderate- and lower-income people in neighborhoods without easy access to the services they need is harmful and inequitable. Access to
adequate public transportation also includes making buses, subways, and trams accessible to
everyone with escalators, elevators, and ramps.
Another area missing from the WHO checklists is easy access to “third places” for people to
congregate in. The WHO checklists do discuss parks, but more places indoors are needed, such
as libraries, seniors’ and community centers, restaurants, cafés, and the like, where people can
spend time.
Also, as a new generation of people ages, new types of facilities will be needed. As mentioned
previously, the Leading-Edge Boomers and members of the Silent Generation are far more
active and engaged than any prior generation. Centers with broadband and Wi-Fi access, computer and business centers, support and training for entrepreneurs, and meeting facilities will
become more important as the decade progresses.
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To date 35 cities around the world are in the WHO network. As of 2011, the only U.S. cities are
New York and Portland, Oregon. Among the steps New York is taking are using school buses to
transport people to shopping after the buses have finished taking children to school and slowing the timing of traffic lights (this in a city that has the fastest recorded pedestrian pace in the
country). New York has also created three “aging improvement districts,” neighborhoods where
stores commit to put out chairs, use larger signs, and make aisles more accessible for the
handicapped. Portland, for its part, is in the process of modifying its planning and zoning rules to
accommodate accessible housing.
Atlanta, while not part of the WHO network, is helping create what is being called “Lifelong
Communities,” which link housing, transit, basic and preventive health care, and easy access to
services. Philadelphia is considering revising its zoning code to allow people to rent out rooms
on upper floors to provide both income and, possibly, people to support them in living at home.
The kinds of actions being taken by these cities and the additional ones found in the WHO checklists are just as important for suburban town centers as they are for central cities. They also can
be useful for suburbs as they look to redevelop themselves, though their car-centric, low-density
design makes many of the items harder to implement.
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Chapter 6

Retirement Housing

Shifting Markets, New Approaches
Today some 12 million people are older than 80. As discussed previously, this group will grow
rapidly over the decade, adding anywhere between 2.4 million and 4 million to their population, depending on the increase in life expectancy over this period. This represents growth of 20
percent or more in the market for housing communities for seniors, namely those institutions
that provide independent and assisted living and full nursing care, or a combination of all three
known as a continuing care retirement community. Serving this population are some 50,000
housing communities for seniors.
Yet despite what would seem like a growing market, the industry is virtually in crisis, as one
expert put it. Since the beginning of the Great Recession, communities for seniors have faced
difficulties in finding new residents to replace those leaving, causing a rising vacancy rate in
most communities. The median age at which people move into such a community is rising; only
a few years ago, the median was in the late 70s, though new residents can range from their 60s
to their 90s, depending on their health and circumstances. Today the average age of new residents has risen to 84.41
The rise in age of new residents is caused at least in part by the high cost of retirement housing
and the fact that many members of the Silent and Greatest generations have insufficient funds
set aside for retirement. Often people are simply deferring payment of the higher cost of housing for seniors as long as possible to save money, even when they have adequate resources. This
also may be the reason why signing up a new resident after the initial contact now takes longer.42
Another issue facing communities for seniors, and making such properties harder to keep filled,
is a growing disaffection with institutional living. No matter how attractive and supportive an
institution is, it is still an institution with a need for rules and schedules. Members of the Silent
Generation have lived through more of the culture of individualism and self-motivation prevalent
since the 1960s and less of the collective spirit that emerged from the Great Depression and
experienced by the Greatest Generation. This cultural shift, although gradual now, is likely to
become accentuated when the Leading-Edge Boomers reach their late 70s in ten to 15 years.
Some housing communities for seniors are attempting to respond to this disaffection with institutional living by looking for ways to run their communities more flexibly. For instance, some
are experimenting with eliminating scheduled meal hours to allow residents to eat on their own
schedule. Important as these experiments are, only so much can be done to make a place feel to
residents as if they are living on their own while in an institution.
Also affecting communities for seniors is the growth in the number of people living alone by
choice. Nathan Heller reports in an article in the New Yorker on April 6, 2012, that more than
half of U.S. residents are single and nearly a third of all households have just one resident.
Importantly, almost 40 percent of women over 65 now live alone.43 According to research, many
people living alone are doing so by choice—and enjoy it. This pattern raises an ethical issue. As
Heller says:
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This decade will deliver the first cohort of senior citizens [i.e., the Leading-Edge
Boomers] who reached adulthood after the liberalizations of the sixties—the baby
boomers are collecting Social Security. As a consequence, we’re starting to encounter a group of . . . folks for whom aloneness is a choice, an identity, an exercise in
freedom. And the ethics of senior care will change as a result. If Mom has lived
alone, successfully and proudly, for four decades, is it socially responsible to move
her to a home when she stops remembering to pay her gas bill? Or is it an offense
against the person she has spent her adulthood laboring to be?44
Although most of the Leading-Edge Boomers will not be confronted with these issues for themselves for another decade or more, they are relevant today for the older members of the Silent
Generation, many of whom also have developed the same independent spirit and are living alone
by choice.
The popularity of aging in place, the desire of people, especially those older members of the
Silent Generation and those in the Greatest Generation, to continue living in their homes as they
age and need greater support, is yet another sign of the growing resistance to institutional living and, perhaps, also of the desire to continue living alone. So although the number of people
in their late 70s and 80s is growing, the actual market for housing them may shrink during this
decade unless new models are found.
Of course, people have plenty of good reasons to move to a community for seniors at some point
in their lives. Residents cite personal safety and security, social life, convenience, and the opportunity not to have to move again. They also report that they are more able to stay fit, to continue
studying and learning, to eat well, and to enjoy more activities.45
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Many communities for seniors would like to use these benefits to attract the younger, more
active members of the Silent Generation. This would broaden the market for the homes and create healthier communities for all residents. Efforts to achieve this goal, however, have not been
successful to date. The primary obstacle has been the age of the current residents; as one sales
representative for a seniors’ housing community put it, “To attract a younger population, we
would need to have a younger population.”
The location of new housing communities for seniors may, however, offer the industry an opportunity to broaden this market among the Silent Generation. Today most retirement housing is
located in the suburbs, both because they are easier and less expensive places in which to build
and because the target market for them when they were built was suburbanites who wished to
stay in the suburbs. This market segment will continue to exist during the current decade, but at
the same time, another, more urban segment is growing in size.
Locating a property in a walkable urban neighborhood is more likely to attract younger residents,
depending on the neighborhood and the design of the development. The right urban location
can attract many of those disaffected by suburban institutions and even those who desire to live
alone. When residents can walk around a lively neighborhood filled with people of all ages and
go to restaurants, stores, and other services on their own as if they were living in their own city
apartment, then the sense of living “cooped up” in an institution can be avoided.
An example of a successful multigenerational, urban retirement community is Merrill Gardens/
Corydon located in the University District of Seattle, Washington. It is in an urban area near the
University of Washington’s main campus and comprises 123 independent and assisted-living
senior apartments; 103 market-rate apartments, many of which are rented by students; and a
liquor store. It was a 2010 ULI Awards for Excellence finalist.
Among the strengths of Merrill Gardens is the way it has combined a residence for seniors with
contiguous, independently operated market-rate housing. It provides residents with a home in a
walkable, mixed-age neighborhood near a lively university campus. A sign of the strength of this
type of mixed-age, urban community is that it fully leased up and met its financial goals even
though it opened during the recession.
Merrill Gardens, or communities like it colocated with other types of housing in lively unban,
walkable settings, may be the best way to respond to the desires of the members of the
Leading-Edge Boomers and the Silent Generation to be more independent and to live alone.
Although building in an urban location may be more expensive, the ability to offer an independent, citylike lifestyle may combine the best attributes of what a community for seniors can
offer—security, companionship, and the like—with a sense of still living on one’s own, often a
primary benefit of aging in place.

Greening Housing Communities for Seniors
Retrofitting existing housing developments for seniors can significantly reduce their operating
costs and provide a short-term payback on the investment required. Moreover, in addition to
financial savings, a successful retrofit brings considerable health and quality-of-life benefits to
the 65-plus population.
A study of nine retrofits published last year by the Northwest Energy Efficiency Alliance (NEEA)46
details how owners were able to achieve energy savings of 50 percent or more and reduce the
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An example of a successful multi
generation urban retirement community is Merrill Gardens/Corydon
Apartments, located in the University
District of Seattle, Washington. Merrill
Gardens and SRM Development

retrofit cost using various kinds of government, utility, and tax incentives. Accurately predicting
payback periods is still hard to do because of insufficient data on particular applications in particular locations; nevertheless, plenty of evidence is available from specific projects to know that
green retrofits can produce an attractive financial return on the investment.
The NEEA study also discusses “soft” benefits available, some of which drop to the bottom line.
This is especially important for owners of housing properties for seniors; studies by the AARP
and others show that people older than 65 have a high degree of environmental awareness,
desire environmentally safe products, and understand the health and other benefits of green
properties.47 For this reason, branding a property as green can offer a competitive advantage
over other housing properties for seniors that can translate directly into higher absorption and
occupancy as well as lower staff turnover. (Skanska, for instance, reports that its LEED Platinum
New York headquarters in the newly greened Empire State Building experienced a 16 percent
drop in absenteeism after it moved into the building.) A well-designed retrofit can also result
in better health outcomes for residents and a more positive attitude among residents and staff,
leading, among other things, to better word-of-mouth advertising.
Another “soft” benefit of a green retrofit reported in the NEEA study, and confirmed by the experience of many real estate and financial advisers, is that more investors today are looking for
green investments. Although investors may be unsure of the actual “hard” bottom-line benefits,
they are concerned that properties that are not green will become uncompetitive, leading them
frequently to choose green properties to invest in over those that are not.
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Planning the Retrofit
The first step in considering a retrofit is to develop an overall, integrated plan, working with the
architects, engineers, contractors, and finance experts. Also important is including those who
will operate the new systems, those who work in the building, and even the residents themselves, all of whom significantly affect achieving the designed savings.
Lighting is often an area that offers a quick payback and is a good example of what can be
accomplished through a fully integrated approach. Because aging eyes need more light, lighting
is particularly important in housing communities for seniors. Lighting technology is evolving at
a startling pace, almost weekly, as a lighting controls expert at Cisco put it. To fully benefit from
these advances requires consideration of installing not just new lights but also new technologies
to run them, such as wireless and computerized controls.
New lighting may also involve redesigning the existing windows, installing light shelves and
wells, and adding automatic controls on window coverings to reduce the amount of energy
needed for artificial light. Equally important, these changes increase the amount of daylight,
which, according to a growing number of studies, can enhance the productivity of the staff as
well as the overall mood and health of residents. By combining a number of elements into a
complete lighting program, one can achieve shorter payback periods while providing a better,
healthier quality of life to the staff and residents.
Other fixes with relatively short payback periods include reducing drafts from doors and windows
and new, highly efficient heating, ventilating, and air conditioning (HVAC) systems. New energyefficient windows installed as part of an integrated lighting retrofit, combined with automatically
controlled shades, exterior awnings, and new deciduous trees planted on the south and west
sides of buildings, can reduce the size of the new HVAC system required. Once again, looking at
the various systems and parts of the building as an integrated whole uncovers areas of savings
that are not evident when looking at the parts separately.
After the physical aspects of the retrofit are completed and new equipment installed, the next
step is critical: the building must be commissioned. This means that the systems must be tuned
and everyone involved in working in and operating the building, including the residents living
there, must be trained to use the new systems as designed.
Training alone, however, is insufficient; everyone must be enrolled in the goals of operating the
building and its systems as efficiently as possible consistent with convenience and comfort. This
is one reason why maintenance personnel, staff, and residents need to be involved from the
beginning in designing the retrofit; they are more likely to run the building as intended if they
have helped design the retrofit and feel they own the goals from the beginning.
Human behavior affects the efficiency of a building by as much as 40 percent, according to some
estimates. The best, most efficient building systems are of little value unless those who operate
them want to use them properly and know how to do so. Studying ways to create cultures that
support the efficient operation of a building is a recent development. One effort to better understand the human element in building operation and use is the Climate, Buildings and Behavior
Project, sponsored by the Garrison Institute and cosponsored by the ULI New York District
Council. Over the past several years it has developed a growing library of stories of success and
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challenges of changing cultures and creating green behaviors in buildings. The project is also
compiling reports on the rapidly evolving research into behavioral economics and other fields
related to human behavior.
The point is that whenever a housing community for seniors is in need of an update, whether
major or minor, or a property needs to be repositioned in the market, a careful focus on all the
aspects of sustainable, energy-efficient design is important in achieving long-term financial stability. Also important are the human benefits of a better working environment for the staff and a
better quality of life for the residents, which is central to the core mission of any housing community for seniors.
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Chapter 7

Options, Options, Options
New Trends or the Fancies of a Few?

Leading-Edge Boomers and members of the Silent Generation are discovering a variety of new
living arrangements. Although much is uncertain about their future living patterns, one thing
seems likely: how and where they live will not simply follow past patterns. They are exploring
new ways of living, creating a variety of niche markets each of which may become significant in
size, given how large these two generations are. As John Migliaccio, the director of research at
the MetLife Mature Market Institute puts it, “Anytime there are so many people you get niches.”48
How popular these niches will be over the course of the decade remains to be seen. Will they
remain small and appeal to only a few, or will they begin to appeal to large numbers in the years
ahead? This section reviews a few of the more intriguing options being explored.

College Towns
College towns have been attracting retirees since the mid-1990s. Places like Princeton, New
Jersey; Ann Arbor, Michigan; or Athens, Georgia, and dozens of others like them in which colleges or universities are located continue to attract a growing number of well-off retirees with
their lovely, relatively quiet walkable neighborhoods. Retirement communities of various kinds
are also targeting these towns, offering the perks of on-campus activities to entice residents.
Their market includes a combination of retiring college staff and alumni.
The attractions of retiring near colleges and universities are obvious: continuing education, an
active arts scene, sporting events, well-known speakers, and an invigorating, youthful environment. Many college towns have excellent health care, especially where a major medical school
is part of the campus. Subtler is the illusive attraction of nostalgia when retiring to the town in
which one’s alma mater is located, though how many alumni actually do move back is unclear.
Another reason why housing for seniors near colleges and universities often succeeds is that
people are moving there to be near children and grandchildren who are living in the area.
Communities that have university and medical school research facilities and can support the
creation of new businesses that capture and build on products coming from the research (called
the “eds and meds” phenomenon) are developing stronger local economies than other cities. As
more college graduates live in these kinds of thriving centers of research, innovation, and entrepreneurialism, many of their aging parents may well be moving there as well to have more quality time with their grandchildren.
A youthful environment, however, brings with it noise, parties, crowds, and the inevitable bad
behavior of many undergraduates. Also, few college towns can boast of easily affordable housing, limiting their attraction to a narrower segment of the market.

Manufactured Housing
Mobile home communities have long been a traditional place to retire for members of the Silent
and Greatest generations on limited budgets. The growth of these communities came to a halt with
the recession and housing crash and has yet to rebound. Good reason exists to believe that this
market may grow substantially in the years ahead, but some obstacles challenge this growth.
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Mobile home parks can offer a high quality of living that combines the independence of living in one’s own home with a sense of community from the others living in the park. A wellbuilt mobile home is less expensive than a new stick-built home and is made more affordable
because the homeowner only pays rent for the site.
One challenge to the future of this market is financial: traditional bank financing for the purchase of a mobile home on a leased site has become hard to obtain. Park owners, retailers, and
others are exploring new financing methods to help buyers finance their homes, but the market
remains constrained at this time.
Another challenge is the perception of mobile homes as being a low-income housing option.
Although some parks fit this image, many more are filled with people of modest but adequate
means. Changing this pejorative image is important if parks are to capture the new generation of
Leading-Edge Boomers as they enter the market. Boomers are self-conscious about their image
and what their housing choices say about them; they are also style conscious and more urban
than prior generations. Changing the image of mobile home parks and showing them to be an
affordable, stylish, and high-quality place to live, as they often are, is essential to the future of
this market.
The manufactured housing industry will have difficulty meeting the growing desire for more
urban living. Stiff resistance always greets the attempt to locate new parks, and this resistance
is more intense in already developed areas. Not only are sites smaller, hard to find, and expensive for new mobile home parks in established areas, the local resistance is generally very
effective. Unfortunately, the fact that mobile homes that meet HUD codes are excluded from
local building codes frequently does not prevent local governments from blocking a new park.
Negotiating with a community and local activists and helping them understand the nature of
the residents in a community for seniors and the quality of the homes and grounds has no easy
alternative. All of these challenges, of course, add to the cost that will eventually be borne by the
park’s residents.

Cohousing and Group Living
The Cohousing Association of the United States describes cohousing as “a type of collaborative
housing in which residents actively participate in the design and operation of their own neighborhoods.” The concept was imported from Denmark where it was developed in the 1960s.
A cohousing development is typically a group of dwelling units combined with common facilities and a program that encourages social interaction, such as weekly meals cooked and eaten
in common, common gardens, and shared babysitting. These developments are set up legally
as either a collection of individually owned units with a homeowners association that owns the
common facilities or a condominium or housing cooperative.
Most often, a group of families with a common interest in living closely but not communally
comes together to plan and build the homes and common facilities. Alternatively, a developer
may establish them. At present, more than 200 cohousing projects have been completed or are
under development in the United States, according to the Cohousing Association.
Cohousing advocates are now promoting it as a promising lifestyle for people over 65. Some see
benefits to seniors-only communities, and others are encouraging multigenerational communities.
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Over time, however, issues of ensuring long-term affordability and providing increasing levels
of care for residents are likely to arise. How cohousing communities deal with these issues will
determine whether the communities are sustainable. Arguably, residents can provide support
for one another, although mutual interdependence can be problematic where all residents are of
roughly the same age. This is one reason some advocates recommend multigenerational communities, which has the advantage of allowing residents to also provide daycare or babysitting
services.
Cohousing provides a sense of community and can provide high-quality housing for those who
can afford it. The complexity of organizing a basic cohousing community, providing services for
an aging population, and meeting long-term costs and ensuring financial stability suggests that
cohousing is likely to remain a relatively small niche in the years ahead.

Multigenerational Living
A multigenerational household is generally defined as one that contains at least two adult generations or a grandparent and at least one other generation. This classic living arrangement fell
out of favor in the United States during the last century as increased social and economic mobility allowed people to live independently. Recently, it is coming back into favor.
The Center for Housing Policy reports that “According to recent census data, a relatively small
segment of the population (5.1 million households, 4.4 percent) has three or more generations
living under the same roof. But the number is rising faster than households overall.”49
For instance, in 1900, 57 percent of age 65-plus adults lived in a multigenerational household. By
1990, this number had dropped to just 17 percent. By 2010, however, the number of adults in multigenerational households had grown to 20 percent.50 As a percentage of all households, multigenerational households have risen from a low of 12.1 percent in 1980 to 16.1 percent in 2009.51
Several factors are contributing to this trend. Clearly the recession is causing families to move
back in together, whether young college “bounce backs” or parents moving in with adult children. This is not the only reason, however; household size, which had been falling since the
1950s, began increasing as early as 2005, well before the recession. This trend suggests that
another driver of multigenerational living is the large number of Asian and Latino immigrant
families who arrived over the course of the recent wave of immigration and brought with them a
tradition of living in multigenerational households.
How far this trend will go depends in part on the economy. If high unemployment rates continue,
more families, by choice or by necessity, probably will choose to live together. Immigration has
slowed to a standstill as a result of the poor economy, reducing its impact on this trend; when
jobs come back, however, immigration will as well. Multigenerational living also depends on how
many younger families may want to have Mom and Dad move in to make caring for them easier
and less expensive. All these factors together indicate that multigenerational living does not
seem likely to become as common as it was in 1900. That said, the number of multigenerational
households is likely to increase steadily through the remainder of the decade.
Should the housing industry begin to respond to this renewed trend? Should the size of new
homes and apartments be larger, or should they have more bedrooms or independent living
quarters? Most probably, the response should be cautious. Many large suburban homes are
already available for larger families; demand for them is currently modest and is likely to remain
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so for some years. Thus, the need to build suburban homes for multigenerational households is
not great, though the existing homes may require reconfiguration to provide some privacy and
independence for different adult groups within the household.
The more difficult challenge is how to provide adequate housing for multigenerational households in urban areas. Townhouses are appropriate, but apartments are more problematic.
Apartments can be built large enough to accommodate mixed-generation families and can be
configured to provide a sense of independence; this, however, is expensive and narrows the market for these units. If multigenerational living is a response to constrained finances, then new
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apartments are not likely to be a practical solution, although combining apartments in an existing building may be feasible for some families.

Affinity Retirement Communities
A trend emerging among retirement communities is the creation of what are known as “affinity” communities. They target retirees with a common interest or lifestyle. Some experts believe
that this trend will grow as Leading-Edge Boomers begin moving to retirement communities; the
boomers, they reason, have more often defined themselves by their interests and leisure pursuits than prior generations.
Examples include golf and tennis communities, as well as ones for RV lovers, tai chi enthusiasts,
art or music aficionados, or even nudists. The number of university-based retirement communities targeted at alumni, for example, has doubled in the last decade. Andrew Carle, the founding
director of the senior housing administration program at George Mason University, says that
“These ‘affinity communities’ are one of the biggest trends in retirement living.”52
The ability to be culturally sensitive is especially important to certain groups, such as Asian
Americans or the lesbian, gay, bisexual, and transgender (LGBT) communities. Sensitivity to
colors, feng shui, and cultural etiquette are important for elderly Asian Americans. For the LGBT
community, being around others open to the gay lifestyle and being free from those who may
be uncomfortable with it provides a more open, healthier environment in which to live. Staffing
these communities with people appropriate for the particular community can make a large difference in the quality of life for residents.
Costs for these communities run the gamut from moderate to very expensive. Whether a particular community remains sustainable is hard to predict; although they may be very attractive to
a particular group of people, that group may be quite narrow, thus making filling empty apart-
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ments or homes a slow process whether at the initial opening of the community or over time as
units become available. For some residents the narrow focus of activities also may become tiresome, and they may leave for wider pastures. As a result, not all these communities have succeeded in becoming sustainable over time.
Some of these affinity communities are NORCs, occurring naturally as people come together in
neighborhoods with others like them. Examples are Provincetown, Massachusetts, where many
members of the LGBT community are living, or the ethnic neighborhoods of communities like
Arlington, Virginia, and the various Chinatowns in New York, San Francisco, and elsewhere.

Universal Design
Universal design seeks to create environments, objects, and systems that can be used by as
many people as possible and is intended to create places for people of all ages and abilities.
It is also of growing importance in the design of places intended for occupancy by people with
disabilities now or in the future and for places that such people may visit, such as the homes
of their children and grandchildren. In fact, given that almost everyone is likely to experience a
severe if temporary disability at one time in their life, making all homes universally accessible
makes fundamental good sense.
Universal design is especially important for those who want to age in place, which all too often
means continuing to live in homes designed for young, healthy families with children. These
homes need things like stairs, doorknobs, grab bars, counter heights, and door widths to be
added, redesigned, or replaced. Some of these items are easy to change whereas others require
a larger investment. One challenge, then, is to find affordable and effective ways to retrofit
homes.
The growth of the 65-plus population is but one reason for the whole housing industry to incorporate adaptability into the development of all new housing, whether single family or multifamily. A new home does not need the expense of all the features a frail or disabled person would
require; what is needed is a design that allows adding these features easily when they are
needed later.
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Conclusion

The Role of Government
Americans are firm believers in the importance of individuals caring for themselves. Alongside
this strain of individualism runs a deep theme of communitarian cooperation, whether it is
neighbors raising a barn on the frontier or a bake sale to raise funds for someone burned out of
his or her home.
American individualism is reflected in the number of people who want to stay in their homes
as long as possible and the growing number of them who live alone by choice. The day comes
for many, however, when they simply are unable to fully care for themselves. For the fortunate,
their families are their first line of support. After that, and often in concert with their families,
are churches, local groups of volunteers, nonprofits, and the for-profit housing community for
seniors.
What happens, however, when the needs of people in a community overwhelm the care that can
be provided? At this point government needs to enter the picture with its greater resources and
organizing capacity. Our governments, be they local, state, or federal, are, after all, how we organize ourselves to provide support when all other means fail.
For the rapidly growing population of those over 65 in the United States, as in countries elsewhere, governments can and must play a growing role if these populations are to receive the
level of care they need and to which they are entitled as members of our communities. The role
that it is appropriate for government to play naturally varies at different levels and is a focus of
much political dispute.

The Local Role
A recent survey of local governments found that they expect their greatest challenges to be
providing transportation and housing. The greatest concern they expressed was their inability
to obtain the funding needed for these and other necessary services.53 In addition to the always
limited nature of local resources that must be stretched to cover a wide range of needs is the
resistance suburban voters may show to spending funds in the amounts necessary to provide
adequate care.
That said, local governments can do many things, even with limited funds. They can, for instance,
create or support local centers for seniors where services provided range from health and wellness to business support and development, computer classes, adult learning programs, arts
programs, and exercise and rehabilitation.
Supporting the creation of one or more “virtual villages” is another way cash-strapped local
governments can indirectly deliver support, providing some funding and organizing support, and
offer a range of services for those aging in place. Local governments can also encourage the
creation of homes for seniors in existing large family homes.
Local governments also need to focus on zoning and building codes. Allowing group homes,
accessory dwelling units, and easier zoning and building code reviews for seniors’ housing communities can go a long way to reducing their costs and providing affordable housing for seniors.
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Other types of zoning and building code changes that are important include permitting more
multifamily development and creating single-room occupancy homes for those members of the
Leading-Edge Boomers and Silent Generation who wish to live alone. Enforcing the requirements of the Fair Housing Act and Americans with Disabilities Act and encouraging universal
design are also low-cost actions a local government can take.
Providing transportation for those who cannot drive their own cars can range from the expensive to the very inexpensive. Special vans and buses can be expensive to buy and operate, but
ensuring that existing transit is accessible and that local routes are senior-friendly can be less
expensive. As new equipment is acquired, making it senior-friendly does not add much expense.
Benches and shelters can be expensive to install but are important. A simple, inexpensive, but
important change can be slowing the timing of lights at crosswalks. Other things local governments can do are listed in the WHO age-friendly cities guide discussed previously.
Where resources are available, the local government, working with local for-profit and nonprofit
developers and home contractors, can help low-income owners (and landlords) with retrofits by
providing technical assistance, volunteer labor, and funding. This help can also be provided for
retrofitting homes to make them usable as group homes.
Finally, local governments need to be careful not to allow property taxes on homes owned by
those over 65 on limited, fixed incomes to rise beyond what they can afford. This only forces
them to leave or to choose between paying the taxes or paying for their daily needs or health
care.54

The State Role
States place a heavy regulatory burden on housing for seniors and create significant liabilities
that property owners must account for and insure against and that ultimately residents must pay
for. Important as careful regulation may be for an industry that provides such a basic need for a
population that is often vulnerable and less able to protect itself from the unscrupulous, doing
so without unduly increasing the costs borne by the elderly is also important. No one right way
to do this exists, but the growing pressure of rising costs and falling resources will require state
regulators, advocates for the elderly, and industry representatives to work together to find less
expensive but equally effective ways of regulating housing for seniors.

The Federal Role
The role of the federal government (along with state governments) is basically to provide
resources and program guidelines to local governments and to finance the development of housing communities for seniors with low or moderate incomes. Unfortunately, the federal and state
affordable housing programs are already heavily oversubscribed and today meet the needs of
only one in every four eligible households, regardless of age.55
Sadly, today the federal government and most state governments are pulling back support for
affordable housing as a result of both federal budget deficits and lack of political support for
funding housing programs. This trend is part of a broader cutback in federal funding for the provision of all kinds of services at the federal, state, and local levels, a thinning out of the national
safety net. Hard as this is on the millions of low- and moderate-income households eligible and
in need of subsidized housing and other services, it is especially hard on people in the Silent and
Greatest generations with limited abilities and few places to turn for help.

50

Housing in America

The Baby Boomers Turn 65
The combination of the Leading-Edge Boomers reaching 65 with expectations of a longer life
than ever before and the fact that many of the Silent and Greatest generations are running
through their limited retirement savings, on the one hand, and a continuing reduction in federal
and state resources for housing subsidies, on the other, is leading to a coming crisis in U.S.
housing for those over 65. Over the next decade, localities will face great pressure to keep those
living in their communities sheltered and cared for and to fill the gap the federal and state governments are leaving.
Former HUD secretary Henry Cisneros captures the challenge and opportunity well in his recent
book when he says:
[T]he population of older people in our country is now becoming so large that strategies of improving existing homes, of incorporating universally useful features in new
homes, of building thoughtful new communities, and of retooling existing neighborhoods must be broadly integrated into our community building strategies at the local
level across the United States. This initiative is not a matter of creating homes for
seniors as acts of obligation although, as a nation, we certainly owe a debt of gratitude that would make obligation reason enough. Rather, it is in the interest of our
nation that we all benefit from the longevity dividend, that we secure the best quality
of life for all our citizens, and that we live up to the ideal that every single person
can contribute to the nation’s well-being over the span of an entire lifetime.56
There is no way of knowing how the politics of aging will unfold in the years ahead, but it is
hard to imagine that millions of moderate- and low-income members of the Silent and Greatest
generations will be left homeless. This issue will become more acute a decade from now, when
the greater number of the Leading-Edge Boomers approach their 80s. Where the funds to care
for them will come from, how the care will be provided, and how well they will be provided, are
major, looming questions for all levels of government in the decade ahead.
We may be moving into the next great American housing crisis. Although signs at this time are
not promising, one must keep in mind that those over 65 wield significant political power at all
levels of government. They traditionally vote in far greater numbers than younger people, and
they are better organized thanks to organizations like the AARP. Already over 50 percent of all
federal benefits flow to those in the Silent and Greatest generations and are being largely protected in the current battles over the long-term federal budget, whereas payments for education and child care services are being cut. Stretched as the members of the Silent and Greatest
generations are financially, their financial situation is better than that of generation Y. This young
generation is facing the worst financial future of any generation since the Great Depression and
anticipating bearing the burden of caring for all three of the 65-plus generations. How federal
and state funding will be divided among generations in an era of diminished federal resources
will be a dominant political and policy struggle of the coming decade and beyond.
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