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I housing types in walkable urban core
neighborhoods. These housing types

once existed in the ur-

leaders in the field supporting the claim that
MMH types are “missing.” A risk, risk reduc-
tion and capital flow mapping that influence

ban core, but are now
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rolek (CNU, 2018) pro-
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the Missing Middle
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as one way to increase
the supply. However,
the risks of regulations,
neighborhood opposi-
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search suggests there
is a willingness to solve
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tion to increased den-

sities, and apparent under-capitalization due
to financing restrictions deter suppliers (de-
velopers) from helping to increase the supply.
This qualitative study utilizing a grounded the-
ory approach examines experts and industry
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research is necessary for mitigating the risks
and infusing capital with the power brokers,
the capital investors, and the suppliers.
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Missing Middle Real Estate Supply

Introduction

Housing preferences are changing. Consumers are
seeking smaller, well-designed units in walkable
communities with easy access to shopping, enter-
tainment, and public transportation (Myers & Ryu,
2008; Woo, 2016). This is counter to the subur-
ban-type dwelling offered by developers for the past
decades (Doherty, 2017; Leyden, 2003; Myers & Ryu,
2008). However, there is a lack of supply of the hous-
ing types that meet the demand. Efforts to reintro-
duce MMH in the urban core, where they once ex-
isted, have been met with opposition (Shaver, 2017).

Missing Middle Housing (MMH), a term coined by
Daniel Parolek in 2010, described housing that ex-
isted in traditional neighborhoods in the urban core
and some rural areas for decades in the early 20™
century (Leyden, 2003). They provided low rise, me-
dium dense, affordable housing for diverse socioeco-
nomic groups. Because of the compact design of the
buildings, the mixed uses in the neighborhoods, and
the grid-like layout of the streets, residents were able
to live, work, play and walk in the neighborhoods
for commerce and daily activities (Lucy & Phillips,

Urban planning practitioners and media assert there
are barriers of neighborhood opposition to the high-
er densities, lack of lender interest for this type of
development and, in consequence, lack of develop-
er interest. The quest to meet the demands of this
type of housing need is acute, especially in a strong
economy and a healthy housing market (Shaver,
2017). The planners and developers may decide not
to address the low supply of MMH in urban areas
because of the barriers. Instead, they may go to al-
ternate areas where there are fewer obstacles to the
MMH types.

The purpose of the research described in this paper
was to conduct an in-depth study of the perceived
issues, applicability and potential solutions relat-
ing to expanding MMH in the Tampa Bay area.
The Tampa/St. Petersburg MSA is a region with an
Area Median Income of $53,700 for a single house-
hold, $61,350 for a household of two, and $76,700
for a household of four (Florida Housing Finance
Corporation, 2018). The housing type addressed in
this research, is “market rate” affordable housing or
non-subsidized workforce housing.

Developer financing is

2006). The compact hous-
ing provided the needed
density for public trans-
portation (Cervero, 1996;
Congress of New Urban-
ism, 2018; Leyden, 2003;
Parolek, 2016).

Due to changes in hous-

ing preferences for sub-
urban type housing after

The purpose of the research de-
scribed in this paper was to con-
duct an in-depth study of the
perceived issues, applicability and
potential solutions relating to ex-
panding MMH in the Tampa Bay
area.

revealed as one of the
issues affecting the sup-
ply of market-rate af-
fordable housing (Ojah
Maharaj, 2020). Among
others, two federal pro-
grams support low to
moderate-income hous-
ing development: The
Low-Income  Housing

World War II (WWII),
new zoning and land use
regulations were instituted to accommodate the sub-
urban type development in the urban core. Conse-
quently, the MMH types were regulated out of the
urban core. Today, however, changing preferences
and stage of life circumstances for both millenni-
als and boomers point to an affinity for the benefits
that MMH areas once offered (Myers & Ryu, 2008;
Woo, 2016)—among these: walkability, community,
shopping, parks, restaurants, amenities and access to
public transportation (Lucy & Phillips, 2006).

At present, MMH types are in low supply in the ur-
ban core (Shaver, 2017) although remnants still exist
in some areas (Lucy & Phillips, 2006; Parolek, 2015;
Vision 2020 Delegates, 2002). To address the im-
balance between limited supply and high demand,
Parolek provides an array of proposals for bringing
back the MMH in walkable neighborhoods to help
meet the growing demand of affordable housing
(Opticos Design Inc., 2018). Implementing these
would require retooling land use and zoning reg-
ulations to accommodate the densities and related
parking (or lack thereof) for the MMH.

Tax Credits (LIHTC) for
large developers and the Community Reinvestment
Act (CRA) for lending institutions. The LIHTC was
created in 1986 for the Department of Housing and
Urban development to incentivize developers to
build affordable housing in urban core areas targeted
for lower-income households. LIHTC provides ap-
proximately $8 billion annually in tax credit author-
ity to local and state entities to issue tax credits for
various aspects of development (HUD User, 2019).

Furthermore, the Community Reinvestment Act
(CRA) of 1977 was designed to spur lending insti-
tutions to provide loans (commercial, residential,
farm) to their resident communities to help meet
the credit needs for low to moderate-income neigh-
borhoods (https://www.fliec.gov/cra/history.htm).
The regulation required recording and reporting
this information. This information is critical when
the institutions apply for mergers and acquisitions
and other deposit facilities (https:/www.ffiec.gov/
cra/history.htm). However, the growing demand for
affordable market-rate housing, which is accessible
to amenities such as shopping, entertainment and
other services in urban areas (missing middle hous-
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Methodology

This research was conducted over a nine-month
period. Research subjects were leading practi-
tioners, upper and middle management profes-
sionals, developers, and industry leaders in Tampa
Bay, Data collection was guided by Corbin and
Strauss’ grounded theory qualitative methodology
(Corbin & Strauss, 2014).

The methodology comprises of data collected from
interviews, open coding, axial coding, and selec-
tive coding (Creswell, 2013). Open coding could
consist of a word, line by line or a paragraph; axial
coding (a cluster of open codes), memo writing,
which is part of the inductive process of theory
development (Creswell, 2013). When theoretical
saturation is achieved, data collection stops. The
process continues with selective coding and the-
oretical modeling. Unique to Corbin and Strauss’s
qualitative study methodology is a constant com-
parison process (Creswell, 2013). This process re-
quires the researcher to constantly compare the
coded item and the category with previously cod-
ed items for similarities or differences, this elimi-
nates the need for a hypothesis and avoids biases
(Creswell, 2013; LaRossa, 2005).

Data was derived from interviews with thirty-nine
leaders and practitioners. Data collection for this
research spanned a period of 3.25 months. Inter-
views had an average duration of 59 minutes each.

Data collection and preparation (coding and mem-
os) took a total of 187 hours, with an average of 4.79
hours per interview. NVivo 12 Plus software was
used to prepare the data (code the interviews).

The areas of expertise covered urban planning, his-
toric preservation, transportation planning, permit-
ting and reviews, housing and economic develop-
ment, development, policy, lending, and sales. The
categories of interview subjects were as follows:

Practitioners: Local and County Govern-
ment Administrators, CEOs, Managers, and
Mid-level staff (including two millennials);
Policy/Special Interest: Private and Public
Sector Real Estate professionals, Land Use
and Zoning Attorneys, Area-wide revi-
talization/historic preservation leaders,
Chamber of Commerce President and
Local Government Council Member;
Realtors: Owner/Broker and President

of the County Realtors Association, Real
Estate Associate;

Lenders: Community, and mid-size bank
leaders, and an organization that works
with a consortium of banks; and
Developers: Large and small, local

and state-wide developer, architect/de-
sign-build.

The breakdown of interviewees is presented in Fig-

ure 2.

Type of Contributors

DEVELOPERS PRACTITIONERS

POLICY/SPECIAL
INTEREST

LENDERS REALTORS

Figure 2. Types of Respondents by Category
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ing), is lacking in supply and is costly (Ojah Ma-
haraj, 2020; Shaver, 2017). Though there is a demand
for the housing type, there are barriers such as land
use and other developmental regulations. When
contrasted with the two previous programs, there
is a lack of developers’ and lenders interest (Ojah
Mabharaj, 2020). Details of these reasons are revealed
further in this research.

The paper begins with a brief overview of research
findings relating to MMH; a more detailed survey
can be found in Ojah Maharaj (2020). An overview
of the research methodology is then provided, fol-
lowed by a presentation of the research findings. The
findings are then discussed, leading to the introduc-
tion of a risk flow, risk reduction, capital flow model
intended to help us better understand the forces that
lead to the more widespread construction of MMH.
Finally, the paper concludes with some concrete sug-
gestions for different stakeholders and potential di-
rections for future research.

Review of Research

High performing economic areas attract the best tal-
ent, which has an impact on the supply of housing
(Glaeser & Gyourko, 2018). Geographically land-
locked areas, such as Pinellas County and parts of
Tampa, Florida, impact available land to build and
thus affect the supply of housing. This is amplified
when the area has other attractors such as weather
and amenities (Glaeser & Gyourko, 2018).

Quality of life issues (housing, amenities, schools,

healthcare, and others), particularly the type, cost,
and availability of housing, are important factors
companies consider when starting or relocating a
business to an area. These factors directly impact a
company’s ability to attract the best talent (Area De-
velopment, 2009). Thus, city and business leaders are
seeking ways to improve their housing supply (Area
Development, 2009).

The MMH types in urban core areas are suggested
as one way to help improve the supply (Congress
of New Urbanism, 2018). A prior article, Ojah
Maharaj (2020), presented a systematic review of
the forces affecting MMH. In brief, there are many
factors that affect the supply of a variety of low to
mid-rise, affordable housing in walkable urban ar-
eas. Some of the major challenges include land use
and zoning restrictions (Koebel, Lang, & Daniel-
sen, 2004; Kolson, 2016), neighborhood opposition
(Doherty, 2017; Koebel et al., 2004), lack of develop-
er interest in building these units, lack of financing,
limited land available, and high land and construc-
tion costs (Burks, 2017; Koebel et al., 2004; Kolson,
2016; Shaver, 2017). Intervention strategies to over-
come the barriers include: regulatory changes to in-
crease density and provide incentives to developers
and home-owners; educating the neighborhoods to
allay their fears of increased density, working with
developers to address their issues and working with
lenders to create financial tools for developers.

Figure 1 provides a graphic depiction of the challeng-
es and potential solutions. In interpreting the figure,
the key objective should be increasing the supply

Y-dependent

Challenges
affordability

NMINMH
SUPPLY

land use and zoning restrictions

neighborhood opposition

lack of developer interestin building these units
lack of financing

limited land availability

high land and construction costs

Land Use Zoning changes to
increase density, Relax
Permitting Regulations,
Smaller units /sizes, Design

potential solutions

X- independent

Educate Neighborhood Reduce Regulations to
Reduce opposition

Interventions

Educate Lenders
Interest Developers Creation of financial
Provide Incentives tools

Figure 1. A Graphic Representation of a Summary of the Major Findings / Factors Which Affect the

Supply of MMH Types (Ojah Maharaj, 2020)
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(DV, dependent variable, Y-axis) of MMH types in
urban core neighborhoods. Based on an earlier lit-
erature review (Ojah Maharaj, 2020), the major fac-
tors that negatively affect the supply (located under
“Challenges” in Figure 1), include affordability, land
use, and zoning restrictions, neighborhood opposi-
tion, alack of developer interest in building the units,
a lack of lender financing, limited land availability,
and high land and construction costs. The literature
also proposes potential solutions/interventions (IV,
Independent Variable, X-axis) such as (1) land use
and zoning regulation changes to increase densi-
ty, (2) relaxing permitting regulations, (3) building
smaller units to compensate for the high cost of land
and construction, (4) educating the neighborhoods
to reduce opposition to increased density, (5) reduc-
ing regulations to interest developers, (6) providing
incentives, and (7) other interventions, such as ed-
ucating lenders and creating financial tools for de-
velopers.

Findings
During the interview process, nearly all respondents
referred to two broad categories: supply problems
and supply solutions. Specifically, of 39 individuals

interviewed, 37 (95%) identified items relating to
supply problems and 38 (97%) to supply solutions.
The broad categories and items classified during the
interview process, ordered by subcategory, are sum-
marized in Figure 3, with supply problems on the left
and supply solutions on the right.

Supply Problems, Supply Solutions

A variety of interrelated topics were identified
through axial coding under the heading of “supply
problems” and “supply solutions” The number of re-
sponses for each of these topics is presented in Fig-
ures 3, 4 and 5. From these topics, a number of key
categories emerged.

Supply Problems Transportation, land use and
transit

The majority of respondents (34, 87%, 65 times
mentioned) identified problems in this category.
They also recognized these factors were a challenge
to solve. Because increased density supports transit,
there was a dilemma with respondents as to which
should come first. Service needs ridership and fre-
quency. Ridership needs density. However, as de-
scribed next, there are major issues to resolve with
density.

Lenders

o o

i Q

o Q

i = =

[ [

« 9] o @

. = D a0 = ‘s

Axial Code /Category/Themes i |% o |Axial Code /Category /Themes i |% 3

Supply Problem 37| 95%| 120|Supply Solutions 38| 97%| 159

Transportation, Land Use & Transit 34| 87%| 65 Overcomebarriers 34| 87% 38

Affordability 22| 56%| 57| Density | | 26| 67%| 57,

Complexity due to factors below 11| 28%| 18| Go To M;jor Streets and Corridors & Hard to Develop Areas | 13| 33% 18

Demand Problem/High Demand 27| 69%| 33|Density for Mass Transit 19| 49%| 49

Desirable Neighborhoods - Walkable areas & Amenities| 10| 26%| 15|MMH Current Situation Opportunities 13| 33% 65

Neighborhood Power & Influence with Politicians | 7| 18%| 12 |Historically Owner Occupied 19
Density: Neighborhood Opposition & Save The Burg 5| 13% 6
Neighborhood Fear of Change, Renters, Prior Experience 16
Emotions, Feelings, Safety, Stability 20
Perceptions 15

Steps Taken to Increase Supply 3

Repurpose and Redevelop - Historic Preservation 3 4
Efficiency in Permitting & Construction 2 14
Educate the Neighborhoods 6| 1 6

Barriers 9| 23%| 14|Lenders
Banks are Risk Averse Dodd Frank Not a Problem 2| 5% 2
Dodd Frank 3] 8% 3| Practitioners Need to Work with Lenders & This should be] 9| 24% 20

Lenders Not Financing

Have to Convince Bankers it's a Good Investment

Challenge to lend Smaller Entities Financials Not in Order

Working on a program to help developers and borrowers

See Notes in certain cells

Help Small Developers with Financials

White = A combination of various groups

Lenders

" Neighborhoods

A suggestion to forget the urban core and go outside

High demand for walkable areas with amenities/services. High cost of land, construction & labor

Figure 3: Supply Problems, Supply Solutions, Axial Codes. See Appendix 1 for codes by Stakeholder
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Challenge to lend Smaller Developers
Lenders Not Financing

Dodd Frank

Barriers

Lenders

Barriers to MMH & Market Forces
Construction Costs

The process takes too long

Regulations

Barriers

Developer Perceptions of MMH
Developer Challenges

Neighborhood Perceptions
Neighborhood Feelings, Safety, Stability
Neighborhood Fear of Change
Neighborhood & Save The Burg Opposition
Neighborhood Power & Influence
Desirable Neighborhoods - walkable areas and amenities
Affordability

High Demand MMH housing
Complexity due to factors
Transportation Land Use & Transit
Supply Problems

o

5 10 15 20 25 30 35 40

Figure 4: Supply Problems by the Number of Respondents as Extracted from the Interviews

Density

Due to the limit of land availability in the older ur-
ban core neighborhoods, increased density appears
to be the way to increase the MMH types in these
neighborhoods. Density reveals itself as a problem
for the neighborhoods in the form of neighborhood
opposition due to fear about the safety and stability
of the neighborhoods (14, or 36%, 20); and regard-
ing their perceptions of the type of residents associ-
ated with poverty and poor construction and design
(13, or 33%, 16). Complexity of the supply problem
is increased as respondents were cognizant of the
power and influence neighborhoods have with the
politicians (7, or 18%, 12) in preventing increases
in density in desirable neighborhoods. Respondents
identified the neighborhoods and a historic preser-
vation group that opposed the potential of increased
density (5, or 13%, 6). Developers’ perceptions (5, or
13%, 7), challenges (14, or 36%, 21) and issues also
rose to add to the complexity.

Affordability

Of the 39 individuals interviewed in this research,
37 (or 95%) indicated there is a supply problem with
MMH types / affordable housing for the median
income household. This was referenced 120 times
during the interviews, which indicates a very signif-
icant concern.

The problem of affordability was exacerbated by
MMH demand outstripping supply. Sixty-nine per-
cent (69%) of the respondents recognized there was
a high demand for MMH types, mentioned this as a
problem 33 times during the 27 interviews.

Developer Barriers (see Appendix 1)

Developer’s barriers, challenges, and perceptions
were cited as issues to the supply problem of the
MMH types (See Appendix 1). Barriers were men-
tioned 54 times during 17 interviews. They includ-
ed Regulations (14, or 36%, 19 times). Government
regulations, such as requirements for off-street park-
ing and variances to the land use and zoning regula-
tions to build MMH types in the urban core, make
the process lengthy (6, or 15%, 7).

Although eight developers participated in this re-
search, high-ranking issues such as developer’s chal-
lenges (14, or 36%, 21), barriers (17, or 44%, 54),
barriers to the MMH types, and market forces (10, or
26%, 18) were discussed by more than eight respon-
dents. The cost-effectiveness of building MMH types
within the constraints of regulations and neighbor-
hood opposition was of concern to the respondents.
Market forces, such as the high cost of land, labor,
and construction costs were cited as impediments to
the MMH types.

This indicates that respondents outside of the de-
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Supply Solutions by the Number of Respondents/Files
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Figure 5: Supply Solutions, by Number of Respondents, Extracted from the Interviews

veloper’s group were talking about developers and
their role in the supply problem and supply solutions
for increasing MMH types in urban core neighbor-
hoods. This is also an indication of the significant
role that developers play or can play in increasing
the supply of MMH types. Developers’ challenges
(14, or 36%, 21) emphasized neighborhood opposi-
tion, regulations, lenders resistance to provide loans
and the cost of construction. Their perceptions were
that the MMH types are difficult to do (5, or 13%, 7).
Challenges include those discussed above as well as
the difficulty and costs involved in staging a job in
the urban core.

Lender Barriers

Although three lenders participated in this research,
ten interviews addressed the role of lenders in the
supply problem (10, or 26%, 20). The findings in-
dicate that lenders are a hindrance to the supply of
the MMH types in the walkable urban core neigh-
borhoods because they are not financing such loans.
Dodd-Frank (Wall Street Reform & Consumer Pro-
tection Act, 2009) was specifically referenced as a
problem for lenders and as a possible reason why
lenders were not financing the MMH types (3,8% 3
times).

Supply Solutions (Risk Reduction) (Ap-
pendix 1)

Thirty-eight (38) out of 39 respondents talked about
supply solutions for the MMH types. This was men-
tioned 159 times during those interviews. Thir-
ty-four (34) of the respondents (87%) echoed the
need to overcome the barriers to increase the supply
of MMH types in the urban core neighborhoods.

Thus, it was almost an equal amount recognizing
a supply problem of the MMH types in urban core
neighborhoods and a need to find solutions to in-
crease the supply. Figure 5 presents terms extracted
from interviews relating to solutions, showing both
the number of respondents and the number of times
each term was mentioned.

In each of the areas where supply problems were
mentioned, a variety of potential solutions were also
proposed. These are now summarized.

Transportation, Land Use and Transit

As previously noted, transportation, land use, and
transit ranked very high, (34, 87%, 65) on the sup-
ply problem side. While transportation and transit
do not have a direct effect on the supply, it is per-
ceived to be a result of the supply. Almost fifty per-
cent (50%) of the respondents discussed density as
a need to support transit and transportation; how-
ever, respondents were not sure which comes first:
the density to support the MMH types and transit/
transportation or the transportation to support the
MMH types.

Respondents responded to these issues in three
ways: (1) go to the major streets and activity cen-
ters to provide increased densities, which will sup-
port transit and avoid neighborhood opposition; (2)
work locally on pedestrian and bike-friendly strate-
gies such as widening sidewalks, narrowing streets,
creating bike lanes to provide a sense of security in
the streets for walkability and bike-ability; and (3)
work on transit-oriented development techniques
such as off-street parking requirements, and incen-
tives for developing on the major corridors to en-
courage development.

Muma Business Review
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Density

Density was the leading way suggested to increase
supply. Twenty-six (26) of the respondents (67%)
talked about increasing density 57 times during
the interviews as a solution to increase the MMH
types. Although there is opposition to density from
the neighborhoods, solutions to increase the MMH
types included:

¢ Educating the neighborhoods through the “ap-
propriate messaging” about the type of density,
the benefits, the residents who live in these
units, measures taken to mitigate their concerns
of compatibility with the neighborhood, and
noise and disruption (staging) during construc-
tion (6, or 15%, 6) (Interview #36).

e Working with developers to address their con-
cerns of restrictive regulations on land use and
zoning, off-street parking requirements, high
costs for permitting fees and providing incen-
tives (12, or 31%, 19), such as making vacant
city land available to developers to construct
MMH types (12, or 31%, 32) (Interviews #4, 5,
7).

e Educating and informing developers (5, or
13%, 8) about incen-

Affordability

Affordability ranked the 4th highest (22, 56%, 57),
on the supply problem side of this issue. Thirty-three
percent (33%) of the respondents recognized there
are opportunities in developing the MMH types.
This was mentioned 65 times during the 13 inter-
views. Respondents saw the affordability issue as
being intrinsic to the MMH types; “the area is desir-
able, and people want to be here”

While respondents continued to employ strategies
such as land use and zoning changes incrementally
to encourage MMH types, they continued to express
concern on affordability due to high land and con-
struction costs, high demand (Market Forces) and
described it as a challenge. Respondents suggested
increased density, relaxed regulations, design tech-
niques and incentives such as parking fee waivers,
and available city land for constructing MMH types
as ways of reducing costs.

Developer Barriers

The cost-effectiveness of building MMH types with-
in the constraints of regulations and neighborhood
opposition was of concern to the respondents. Mar-

ket forces, such as the

tives and areas that
have the land use

and zoning in place
for “MMH types i.e.
MMH types-ready,”
and informing devel-
opers of the processes

(67%) talke

Twenty-six 526) of the respondents
about increasing den-

sity 57 times during the interviews

as a solution to increase the MMH

types.

high cost of land and
construction costs were
cited as impediments to
the MMH types. Respon-
dents viewed this as a
challenge. To address the
challenge, respondents
suggested,  permitting

in place to address
their concerns of
lengthy delays for site plan reviews and permit-
ting approvals, i.e., “Time-to-Market” issues/
concerns (Interview #6).

o Considering new strategies shared by prac-
titioners / respondents (11, or 28%, 38) such
as: updating land use / zoning regulations to
accommodate higher densities for MMH types;
loosening off-street parking requirements;
allowing for accessory units in single-family
neighborhoods; and implementing “Complete
Streets” techniques to make the area more pe-
destrian-bike friendly (Interviews #4, 27).

e Respondents also proposed to repurpose and
redevelop multi-unit properties to increase the
supply of MMH types (3, or 8%, 4) (Interview
#33).

e Working with lenders (7, or 18%, 10). Although
three lenders participated in this research, a
total of seven respondents provided sugges-
tions on working with lenders to increase the
supply of MMH types in the urban core, while
it appears, lenders stated their constraints and
capabilities (Interview #37)

incentives such as waiv-
ing parking and permitting fee, increasing density,
density bonuses, providing vacant city land for de-
velopment and making the process more efficient
(Interviews #1, 11, 15).

Lender Barriers

Respondents indicated “Banks are risk averse”
Lenders indicated their goal is “to protect the depos-
itor” (2, or 5%, 4) and Dodd-Frank is not an issue
(2,5%,2). It requires more paperwork and oversight
on bank practices such as loans. Lenders do not
make loans for properties that are four units or less.
Developers must convince bankers it’s a good invest-
ment (5, or 13%, 15). Historically, such units had a
resident manager. Practitioners need to work with
lenders and developers to understand and find a way
to bridge the gap in lending (9, 24%, 20).

There were three lending respondents in this re-
search. One of the lenders commented, “small devel-
opers do not have their finances in order.” This could
be an indication that there were attempts to finance
small developers’ projects, and there may be a reme-
dy for this challenge (Interview #37).
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Figure 6: Creation of Housing

One practitioner respondent expressed the need for
“nurturing a group of small local developers” as a
solution to increasing the supply of the MMH types
in the urban core. As she stated, “They live here, I
know them, I hear them, they are passionate about
what they do; we work with them, they understand

our vision. They know the neighborhoods and pro-
vide a great product” “It is a good way to increase
the supply incrementally” (Interview #31).

Another respondent expressed mistrust by the com-
munity and the need to look at housing in a holistic
manner. This respondent repeatedly expressed the
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Table 1. List of Supply Problem and Supply Solutions for each stakeholder category taken from Figures

4 and 5. Risk Flow is assigned by (-), Risk Reduction and Capital Flow is assigned by (+, $)

Power Brokers/

Suppliers/ Influencers

Lilgy Kegullains (Hkin- Capital Investors

Category Developers/ Neighborhoods, ning, Development Dland i)
Builders Special Interest Review, Permitting)
Groups
Risk Flow | Land Use and Zoning | Density Restriction on density, MMH 4 units or
Restrictions Poor Design land use & zoning less
Long Process Property Devalue Power Brokers Opposi- Not their market
Opposition Status Quo tion to density
No MMH Neighborhood Control
Opposition
Risk  Re- | +Time & Time to Mar- +Assurances +Incentives e Gap Financing
duction | ket +Historic Integrity | e Vacant land to Sup-
Capital|e 4No Opposition +Repurpose & pliers
Flow e -+Incentives Expand Existing o +Willing to facilitate,
e +Easy & Simple retool, Support
e +Revise Land Use * +Educate Power
and Zoning to Brokers .
higher densities * FEducate Capital
Investors
e +Gap Financing to
Capital Investors
° +Remove Imped-
iments to MMH
types Densities

concern for the issue to be addressed in a compre-
hensive manner. That is, it must take the econom-
ic, social and environmental factors of an area into
account. The respondent also expressed the need
to work with local developers who understand the
community and are here “for the long haul” This
statement was made about major commercial proj-
ects in partnership with the city and on the supply of
the MMH types (Interview #39).

Discussion

Opverall, the preliminary overview revealed an inter-
relatedness among the stakeholders as indicated in
Figure 6. The graphic anchors the roles and interac-
tions of the stakeholders for further analysis as seen
in Figure 7 and Table 1.

As the findings from the interviews became clear, a
picture began to emerge that began with a synthe-
sis of the participant types (stakeholders) into four
broad classes based upon the broad roles they play
in the process. These specific stakeholder roles are
as follows:

e City Regulators: formerly Practitioners

e Suppliers: formerly Developers

e Capital Investors: formerly Financiers,
Lenders

e Power Brokers: formerly Neighborhood
and Special Interest Groups
Using these roles, it was possible to present the rela-
tionships in the form of a synthesized risk flow, risk
reduction, and capital flow model.

Risk and Capital

The evaluation of risk or uncertainty starts with eval-
uating risk and its impact on the success of your goal
(Hertz, 1979). The principle of risk is measured by
the degree of uncertainty of risks combined (Hertz,
1979). For the purposes of this research, risk is de-
fined as barriers that decrease the chance of success.
The more barriers, the higher risk. Specifically, the
barriers to increase supply of MMH (neighborhood
opposition, regulations, high costs of land, construc-
tion and financing, reduced developer and banker
interests). The evaluation of a capital investment
(time, money, assets, resources) starts with the prin-
ciple that the productivity is measured by the rate of
return the stakeholders expect to receive over some
future period (Hertz, 1979; Rao, 2013).

Specifically, for the purposes of this research, capital
is defined as the stakeholders’ money. Risk reduction
is time, effort resources, and assets they invest to
receive the expected capital return on their invest-
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ment. From the city’s/local government’s perspec-
tive, their risk reduction will be meeting the needs of
neighborhoods, developers/builders, bankers, and
buyers with the overall goal of increasing the supply
of MMH at reduced risk. From the perspective of
the neighborhoods, their risk reduction investment
of time and effort is to meet the design criteria and
compatibility of the neighborhood, address parking
and transportation needs, and then property values
will increase. From the perspective of developer/
builder, they will get satisfaction in building quality
MMH for their customers, recognition from the city,
and bankers, and receive the same amount of return
with less risk. From the perspective of the bankers,
they will meet the needs of the developer/builder
and buyers and get the satisfaction of a successful
loan program specifically for MMH, with less risk
and same return. The goal of risk mitigating plan-
ning is to reduce the uncertainty/risk or barriers
involved from the stakeholder’s perspective through
lessening or eliminating the barriers with solutions.
Reducing the risk/uncertainty or barriers with solu-
tions makes the capital investment more attractive to
the stakeholders who will receive the same amount
of expected return with less risk.

case, it is to improve the supply of MM types.

Table 1 summarizes the risk flow, risk reduction and
capital flow for the suppliers, the power broker/in-
fluencers, the city regulators and the capital inves-
tors in the supply of the MMH types from Figure 7.

Key Risk, Risk Reduction and Capital
Re ationships

Two particularly important relationships were iden-
tified in the analysis of the risk, risk reduction, and
capital flows:

Increasing Risk Flow inhibits (attenuates) capital
flow and consequently, suppresses the supply of
MMH types, “Time and Time to Market”

As one city regulator stated during an interview
“Time and Time to Market” is very important to the
supplier (Interview #6). Thus, any action, policy, or
event which hinders, slows the process or delays the
product to market is a risk to the Supplier and ulti-
mately to the supply of the MMH types.

The Suppliers see a potential monetary loss (-, risk)
due to transactional costs in attempting to build
MMH types in urban core neighborhoods. This is

due to restrictions in land

Figure 7 was derived
from relationships iden-
tified from the interviews
during the open coding
process. Specifically, the
supply problems (risks)
(Figure 4) and supply
solutions (risk reduc-

The Power Brokers / Influencers
want neighborhood control, main-
tenance of the status quo, and no
disruption of their lives

use and zoning regula-
tions. To build the MMH
types, these restrictions
will require changes in the
regulations that will entail
long and inefficient regula-
tory processes for approv-
als (-, risk) (Parolek, 2015

tion, capital) (Figure 3)
derived from the interviews and data analysis of
thirty-nine respondents in this research. The data
transformation moves from Axial Codes to thematic.
Upon a comparison of the four grids, as represent-
ed in Figure 7, there are bi-directional interactions
with the four groups of stakeholders. It reveals the
stakeholders’ influence, needs, and risks. Risks are
represented by red labels, and capital (money) is rep-
resented by black. Risk reduction is representative of
services and incentives is represented by black labels.
There is a theme of risk, risk reduction, and capital.
Risk reduction can be in the form of services/sup-
port and capital money. Risks can be in the form of
neighborhood opposition, delays in projects. Each
quadrant holds a stakeholder and the corresponding
risks, risk reduction and or capital.

There is a concentration of risk flow, risk reduction,
and capital flow or (lack of) among the power bro-
kers (neighborhood), the Suppliers (developers)
and the city regulators, which is impeding the flow
of capital from the capital investor (Figure 7). The
bi-directional flow of risks, risk reduction, and cap-
ital is significant as it indicates the process can be
managed depending on the desired outcome. In this

and Interviews #11, 17).
These processes provide the opportunity for neigh-
borhood opposition (-, risk). This results in the sup-
pression of the MMH types.

The Power Brokers / Influencers want neighborhood
control, maintenance of the status quo, and no dis-
ruption of their lives (Interview #14). Their fear is
that increased density and poor design will lower
their property values and disrupt the neighborhood
(-, risk). Figure 4 indicated this fear is based on per-
ceptions (-, risks) (Interviews #6, 21). Consequently,
the power brokers influence the regulators to deny
the approval for the MMH types and oppose densi-
ties in the neighborhood (risk flow). This results in
the suppression of the MMH types.

The city regulators have outdated land use and zon-
ing regulations which restrict MMH types (risk). At-
tempts to change the regulations for higher densities
in the neighborhood would require neighborhood
approval (risk). The Power brokers influence the city
regulators and oppose approval of increased densi-
ties (risk flow). This also results in the suppression of
the MMH types.

The Capital Investors do not finance properties that
are four units or less (risk) (Interviews #26, 32). They
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need to see positive cash flow and fully leased prop-
erty before they will finance it (Capital Flow) (In-
terview #26, 32). This makes it difficult for for the
Supplier. Therefore, there are no MMH types.

Risk reduction capital flow encourages the supply of
the MMH types, “Time and Time to Market” Any
action, policy, or event which eases or accelerates
the process or enhances the rate of the product to
market is a (+, $) Capital Flow to the Supplier and
ultimately to the supply of the MMH types. Based
on the findings in Figure 7, risk reduction (reversal)
can encourage the supply of the MMH types. Figure
7, illustrates the risk mitigation/reversal and capital
flow/infusion, Table 1. The suppliers want no neigh-
borhood opposition, an easy and simple permitting
process (reduces time and transaction costs. (+, risk
reduction low) a land use and regulation code that
accommodates higher densities (+, risk reduction,
incentives such as reduced permitting fees, loosen-
ing off-street parking requirements and making va-
cant city land available (+, risk reduction, Table 1).
Risk reduction and capital flows are needed for an
increase the MMH types.

The power brokers want assurances from the reg-
ulators to maintain the

of providing the capital flow for the suppliers, the
power brokers/influencers and the capital investors
(Figure 7).

Key Results Relating to Supply Prob-
lems and Solutions

The research conducted in this study clearly reaffirms
that there is a supply problem for the “Missing Mid-
dle Housing” (MMH) types in urban core neighbor-
hoods. The demand is high in these neighborhoods
because of the walkability, proximity to amenities
and services as well as the availability of transit ser-
vices. Based on the findings in this research, these
areas are suitable for everyone (starter families, el-
derly, singles). However, Baby Boomers and Millen-
nials, both have a particularly high affinity for these
neighborhoods. The key findings for each category
of supply problems are now summarized.

Transportation. Transit and Density for Transpor-
tation

Evidence from the interviews demonstrates respon-
dents recognized the significance of transportation,
land use and transit (34, 87%, 65 times), and increased
density for transportation (19, 49%, 49 times) for the
MMH types. However,

status quo and the integ-
rity of the neighborhood
(+, risk reduction). They
want the keep the existing
multifamily units in the
neighborhood and suggest
expanding and repurpos-
ing the units (+, Table 1).

Density is considered the primary
driver in increasing the supply of
MMH types in the urban core

respondents recognized
both factors were a chal-
lenge to solve. Because,
density supports tran-
sit, there was a dilemma
with respondents as to
which should come first.
Service needs ridership

However, as evidenced in
the interviews, they do not have guidelines or sug-
gestions such as samples of architect’s drawings on
ways to reconfigure, repurpose and expand the ex-
isting multifamily units (- to the supplier).
Risk reduction encourages capital flow. Capital
flow is denoted by a $, risk reduction is denoted by
a + sign (services, policy changes, reduced fees and,
incentives).

The city regulators hold the key (risk mitigation) to
capital flow for the suppliers, the power brokers and
the capital investors (Table 1). Throughout the in-
terviews, the city regulators suggested strategies to
help increase the supply of the MMH types and were
willing to facilitate, support and retool its’ system (+,
risk reduction). As evidenced in the interviews, they
are also expected to provide incentives to the Suppli-
ers, educate the Power Brokers, the Capital investors
and the suppliers and provide gap financing ($ capi-
tal flow) to mitigate the risk for the Capital Investor
(Table 1, Figure 7). Table 1 highlights the observa-
tion that the city regulators were awarded the task

and frequency. Ridership
needs density. However, as indicated in Figure 4,
there are major issues with density to resolve. Addi-
tionally, funding for transit needs to show the need
and ridership. Respondents addressed these issues
in three ways: 1) Go to the major streets and activi-
ty centers to provide increased densities, which will
support transit; and 2) Work locally on pedestrian
and bike-friendly strategies such as widening side-
walks, narrowing streets, creating bike lanes to pro-
vide a sense of security in the streets for walkability
and bike-ability; and 3) Work on transit-oriented
development techniques such as off-street parking
requirements and incentives for developing on the
major corridors to encourage development.

Density

Based on the interviews, density is considered the
primary driver in increasing the supply of MMH
types in the urban core (Interviews #1, 6, 7, 15).
However, as the interviews indicate, it is met with
opposition by the residents and regulatory limita-
tions (Parolek, 2015). Although density is met with
opposition, the research revealed there was a high
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motivation by the respondents to overcome neigh-
borhood opposition and influence and regulatory
barriers to increase density (Parolek, 2016). Accord-
ing to evidence from the interviews, there is motiva-
tion toward getting suppliers interested in these ar-
eas and increasing supply (Interviews #2, 3, 6, 7, 36).
Affordability

Affordability was a major concern for the respon-
dents (22, 56%, 57 times). While respondents con-
tinued to employ strategies such as land use and
zoning changes incrementally to encourage MMH
types, they continued to express concern on afford-
ability due to high land and construction costs, high
demand (Market Forces) and described it as a chal-
lenge (Interviews #1, 23, 24). High demand was a
challenge “because people like the area, they want
to be here” (Interview #18). Respondents suggested
increased density, relaxed regulations, design tech-
niques and incentives such as parking fee waivers,
and available city land for constructing MMH types
as ways of reducing costs (Parolek, 2015 and Inter-
views # 1, 11).

Risk and Capital
Both developers and lenders perceived significant

Suppliers

The Suppliers are influenced by risk and capital
(positively and negatively). They are impacted by
three influencers, the power brokers, the city regu-
lators, and the capital investors. The power brokers
and the city regulators can negatively impact the
supplier. This is further exacerbated by the non- in-
volvement of the capital investors. A common theme
in the interviews was the city regulators’ willingness
to mitigate/remove their risks, facilitate the process
with the power brokers and work with the suppli-
ers. However, even with the regulators facilitating
the methods, there is still a lack of involvement by
the capital investors, which ultimately negatively im-
pacts the supply of MMH types. There is a need for
city regulators and suppliers to “work with the capi-
tal investors.” This research demonstrates Increasing
Risk Flow attenuates capital flow and consequently,
suppresses the supply of MMH types, “Time and
Time to Market” (Interview #6). It also demonstrates
risk reduction encourages capital flow. Risk reduc-
tion can be services, policy, time, goodwill in the
form of vacant land, reduced fees, incentives, capital
is in the form of money and consequently improves

the supply of MMH types.

barriers to MMH (In-
terviews #1, 11, 26, 32).
Specifically, the most
widely identified barriers
to increase MMH sup-
ply were neighborhood
opposition, regulations,
high costs of land, con-

The MMH shortage problem can
only be addressed tE
derstanding the flows of risk, risk
reduction and capital among four
key stakeholder groups

Thus, monitoring and
managing the process can
lead to increased MMH
types.

There are suppliers who
persevere despite the land
use and zoning restrictions
and permitting regula-

rough un-

struction and financing,
and insufficient develop-
er/banker interest (Parolek, 2015; Shaver, 2017,).

Conclusions

There is a high demand for diverse mid-rise housing
types in walkable urban core areas (Parolek, 2015).
These are areas where there is access to parks, en-
tertainment, shopping, services, and mass transit.
It suits the lifestyle of all ages but is particularly ap-
pealing to millennials and boomers, the two largest
demographic groups in the U.S. Supply cannot keep
up with the demand. The question is, how can we in-
crease the supply in these areas? Preliminary research
with practitioners indicated that the MMH types are
ideal for urban core neighborhoods because they
once existed there (Parolek, 2015). However, it is
difficult to reintroduce them to the areas because of
barriers.

The research findings suggested that the MMH
shortage problem can only be addressed through
understanding the flows of risk, risk reduction and
capital among four key stakeholder groups: suppliers,
power brokers/influencers, city regulators and capital
investors.

tions. They are local; they
take the time to learn the regulations, understand
the buyer, build relationships with the city regula-
tors to provide a good product (Interviews # 9, 12,
15). The suppliers who avoid the neighborhoods
think it's “too difficult to do,” and consequently, do
not get involved in the MMH supply. The suppliers
perceive that “the preservationists do not want den-
sity” However, the preservationists, say “repurpose
and expand” (Interview #34). They want to retain
the existing multifamily units in the neighborhood.

Power Brokers/Influencers

Power brokers/influencers consist of both existing
neighborhood residents and special interest groups.
They are prone to resist MMH for reasons that in-
clude concerns about density (and attendant traffic),
poor design, negative impact on existing property
values, loss of the existing neighborhood status quo,
and loss of control of the existing neighborhood (In-
terviews #1, 2, 3, 11, 14). The interviews suggested,
however, that they could be reassured, particularly if
MMH plans included ensuring the historic integrity
of existing properties (many of which were original-
ly developed as MMH), maintaining the neighbor-

Muma Business Review

29



Missing Middle Real Estate Supply

hood character and expanding facilities available to
the neighborhood (Interview #33). Some respon-
dents also suggested that the solution might be to
move outside of existing neighborhoods, where res-
ident stakeholder resistance would be minimized
(Interviews #16, 22, 30).

City Regulators

The research finds that regulators are implementing
multiple strategies within their realm of control to
increase the supply of MMH (Interviews #4, 5, 7, 28,
31). As one regulator indicated, “These are fixable.”
(Interview #7) They are updating/modernizing the
land use and zoning regulations to accommodate
additional accessory units with single-family units
within the urban core, reduce impact fees for units
that are 750 sq. ft. or less as an incentive for the prop-
erty owner to invest in an accessory unit and have an
income stream at the same time (Interview #5).

The city regulators budgeted and implemented
“Complete Streets” strategies by retrofitting streets
from one-way high velocities to two-way traffic flow.
They are lowering speed limits and expanding side-
walks and other ancillary items to promote safety and
making the areas more pedestrian (walkable) and
bike-friendly (Interview #5). However, the density
increases, as cited by the respondents for increasing
the MMH supply in the urban core, are not occur-
ring at this time. The regulators will not increase the
density without the power brokers” approval. As one
respondent stated, “We listen to the neighborhoods,
we are a city of neighborhoods” (Interview #21). In-
stead, the plan is to go out into the neighborhoods to
educate and clarify misconceptions regarding fears
of property devaluation. The potential residents re-
ceive feedback on what is their vision for the area re-
garding density. For example, “..positively help the
public visualize density...” (Interviews #6, 7, 36). The
interviews suggested the need to “work with Suppli-
ers and capital investors to understand their needs”,
limitations, clarify misconceptions and collaborate
to increase the supply of MMH types (Interviews #6,
7, 36).

Capital Investors

City regulators reported it’s difficult for the supplier
to get funding from the capital investors. However,
the capital investors will not lend until the property
is leased and shows a positive cash flow. Addition-
ally, units of four and under are not their market,
due to the risk involved. Capital investors expressed
an interest if gap financing is provided. One capital
investor indicated she was working on a program to
help developers with funding (Interview #37).

Directions for Future Research

Because of the complexity of the issues, many areas
need further research. Each of the factors that af-

fect the supply of the MMH types needs further re-
search. Evidence is provided in this research for the
investigation to reduce or mitigate the risk flow and
increase capital flow.

Capital Investors

Capital investors suggested gap financing could help
mitigate their risk (Interview #26). An investigation
of the capital investor’s interests and willingness to
be involved in a program to finance suppliers with
gap financing ,is necessary. Opportunities or options
for funding sources for the gap financing will be nec-
essary.

Power Brokers

Evidence in the interviews suggested educating and
informing power brokers to help eliminate negative
perceptions of increased density (Interviews #6, 7,
11, 36).

Suppliers/Developers

Evidence in the interviews suggested, “time, and
time to market” (Interviews #6, 7, 10, 15) were im-
portant factors for the suppliers. Thus, factors which
minimize the risks to “time and time to market” may
attract the supplier. Further investigation of the re-
duction of time, and time to tarket could be useful in
attracting the supplier to help increase the supply of
MMH types. Future research may also include the-
ory on the supplier’s role in helping to increase the
supply of MMH types. One respondent suggested
developing and cultivating an alliance with the sup-
pliers. Further investigation on developing such an
alliance will be useful to the local area.

Transportation and Affordability

While transportation and transit do not have a di-
rect effect on the supply, it is perceived to be a result
of the supply.
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Appendix 1 - A breakdown of Eigure 3 by Sl(lglply Problems (Risk) and
Supply Solutions (Risk’'Reduction
Supply Problems Files % #of Supply Solutions Files % # of
N =39 Open N=139 Open
Codes Codes
NEIGHBORHOODS NEIGHBORHOODS
Neighborhood Power & Influ- 7 18% 12 | Overcome Barriers 34 87% 38
ence with politicians
Neighborhood & Save The 5 13% 5 Increase Density for MMH 26 67% 57
Burg Opposition
Neighborhood Fear of Change 13 33% 16 | Educate the Neighborhoods 6 15% 6
Neighborhood Feelings, Safe- 14 36% 20
ty, Stability
Neighborhood Perceptions 13 33% 16
LENDERS * # of Lenders 3 LENDERS
Supply Problem 10 26% 20 | Supply Solutions 7 18% 10
Barriers 23% 14 | Dodd Frank Not a Problem 2 5% 2
Lenders Not Financing 8% Employer Assistance 3 8%
Banks are Risk Averse 5% 4 Practitioners Need to Work 9 24% 20
with Lenders & Developers
DEVELOPERS, # of Developers 10 DEVELOPERS
Challenges 14 36% 21 | Motivated Developers 26 67% 65
MMH Difficult to do 5 13% 7 Practitioners Need to Work 12 31% 32
with Developers
Regulations — Barriers 17 44% 54 | Regulations and Incentives 8 21% 14
Regulations 14 36% 19 | Defray Construction Costs 13 33% 29
Process is too Long 6 15% 7 Educate the Developers & 5 13% 8
Share City Information
Construction Costs 7 18% 10 | Provide Incentives 12 31% 19
Barriers and Market Forces 10 26% 18 | Provide Vacant City Land 4 10% 15
CITY REGULATORS, PRACTITIONERS CITY REGULATORS, PRACTITIONERS
Complex 11 28% 18 |Role of Practitioners in 10 27% 16
MMH
Government 8% 21 Overcome Barriers for MMH 34 89% 38
Challenges 5 13% 5 Strategies for MMH 11 28% 38
Use Mobile Home Parks for 4 10% 8
MMH
More Single- Family Neigh- 3 8% 8
borhoods for MMH
N= 39, *# of Lenders 3; # of Practitioners 20; # of Developers, 10; (includes realtor/developer) # of Special Interest, 6;
(Neighborhood and Community Interest Groups).
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