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Kentucky Must Address the Lack of Affordable Housing within the State
A sustainable landscape for affordable housing fosters economic development, stable
communities, and economic growth and betters the surrounding area as a result. The Center for
Housing Policy has found that affordable housing contributes to the development of short and
long-term employment, stimulates the local economy, and improves fiscal conditions in towns
and counties.1 Increased affordable housing in an area maintains a stable living environment by
reducing evictions, food insecurity, and education gaps. Substantial research has also shown that
increased access to affordable housing contributes to a decline in childhood poverty and an
increase in social and economic mobility.2,3 The National Low Income Housing Coalition
(NLIHC) estimates that a shortage of affordable housing costs the United States $2 trillion each
year because of limited opportunities, lower wages, and decreased productivity.4
Despite the benefits of greater access to affordable housing, the NLIHC has calculated
that a renter cannot afford a two-bedroom apartment at a minimum wage salary anywhere in the
United States. On top of that, over 70% of rental households with low-income status expend
more than half their income on rent. Prior to the start of the COVID-19 pandemic, the United
States had an estimated shortage of seven million affordable housing units. Of the fifty most
populous cities in the country, only six were deemed to have a “healthy” housing market. During
the pandemic, the landscape of the housing market shifted drastically.5 The demand for houses
increased as interest rates dropped, and those who could afford to buy homes did. These home
sales coupled with an increase in resource costs for building homes have led to a seller’s market
in which there is very low inventory. To further exacerbate the issue, the pandemic pushed
nearly 14 million low-income renters out of employment, creating a continuous struggle for
individuals to be able to afford rent.6

1

Of the more than 167,000 extremely low-income renters—those with a household income
at or below the poverty line, or 30% of the local median income—within Kentucky,62% are
severely cost-burdened, meaning they spend over half of their income on rent.7 In order for an
individual to afford a two-bedroom rental home in Kentucky, the NLIHC estimates a required
87 hour work week at minimum wage.8 These figures are all the more alarming in light of the
NLIHC’s estimate that Kentucky maintains a shortage of over 77,000 affordable rental homes for
“extremely low-income renters.” 9
Kentucky will soon welcome several major economic projects into the state, including
large investments from Ford, General Electric, and Toyota. As those corporations set up in
Kentucky, the Commonwealth is anticipating the creation of thousands of new jobs. The
increase in employment as these projects unravel over the next several years will likely be
accompanied by an increase in population. In a review of twenty cities that saw a sharp increase
in employment in 2019, all but one saw a population growth rate double that of the national rate
that year.10 Considering the existing shortage of affordable rental homes within the state,
Kentucky must develop an action plan to determine and meet the needs of its current residents
and the influx of new workers in the next few years.
Some realtors have already started anticipating changes in the housing market as these
investment projects begin to move into their areas. In Hardin County, Ford Motor Corp and SK
Innovation recently announced a $5.8 billion investment of two battery manufacturing plants,
slated to bring 5,000 new jobs to the area by 2026.11 One Hardin County realtor raised the
concern that, while the county typically has approximately 1,800 listings at any given time, the
market is currently operating at half that number.
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At the end of 2021, Governor Beshear made several announcements about significant
investments in Louisville anticipated by the end of 2023, including investments of $15.5 million
by Consumer Cellular Inc, $450 million by GE Applications, $2.7 million by ARGI Financial
Group LLC, and $258.8 million by Wieland North America.12,13,14,15 These combined
investments are expected to bring over 1,500 new jobs to the area, meaning the city should
anticipate an influx of new workers looking for homes in the area as a result of the increase in
jobs.
Not only is Kentucky seeing an abundance of new companies choose the Commonwealth
for their next home, but large employers already within the state are announcing further
investments. Toyota announced in October 2021 that they would be investing an additional $461
million in its Georgetown plant with the goal of hiring 1,400 workers.16 In Bowling Green,
Tyson and Ball Corp are bringing over 500 new jobs to the area with investments of $355
million and $305 million, respectively.17,18
While there are direct figures on affordable housing in the metropolitan city of Louisville,
most towns across the state have not had the resources to perform an affordable housing
assessment to determine exactly how many homes they still need. However, the NLIHC and
American Community Survey have determined the affordability of current housing within the
counties and larger cities. Housing is considered affordable as long as costs do not exceed 30%
of annual income, and at the point that the cost of housing exceeds 50% of annual income, it is
classified as a burden. Using the data gathered by the ACS and NLIHC, we can not only evaluate
the affordability of housing where the investments are going but also anticipate the housing
needs of areas that could be future homes to other investments.19,20
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Looking at the areas that are getting some of the largest investments in the upcoming
year, it is obvious that each one is struggling to maintain affordable housing. In Hardin County,
where the new Ford and SK Innovation plant is set to open by the end of 2026, 37.90% of renters
in the area are already reporting spending over 30% of their annual income on rent costs. In
Bowling Green, 44% of renters pay more than the affordable benchmark. Of towns expecting
large investments, Georgetown has come significantly closer to achieving widely affordable
housing than others, with the affordable mean rent being only four dollars less than the actual
rent of a two-bedroom.
With an increase in the population of these areas, the housing landscape is bound to shift
as the demand for homes increases. Although buying might be more affordable than renting,
recent data indicates that Americans find renting a more feasible option.21 As the competition for
and price of rental units spike in these areas, the supply of units on the market can be expected to
fall short of the demand.22 Considering that many of the investments moving into the
aforementioned areas provide a wage well-above that of the minimum wage, with Consumer
Cellular agreeing to $20 hourly wage and GE workers earning $24, these higher paid workers
will have an advantage in the rental market over the low-income renters currently living in these
areas.23,24
The graph below shows the percentage of renters in each county who are spending more
than the affordable housing benchmark of 30% of their annual income on rent, according to the
ACS.25
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As Kentucky prepares for an increase in population due to employment growth, a strong
supply of affordable housing in locations where investments are projected and where future
investments may go is vital to securing and maintaining the new workforce. Options for fixing
the affordable housing landscape include tax credit programs and changes to zoning and
permitting regulations.

5

Guaranteeing Affordable Housing in Kentucky
The Tax Reform Act of 1986 created the federal Low Income Housing Tax Credit
program, giving state governments tax credits for the development of lower-income rental
housing and reducing tax liability to incentivize private investment in new construction.27 This
program has been responsible for the addition of over three million affordable housing units
since its creation. With the growth in affordable housing under this program, at least 19 states
have built off the federal program or created entirely separate programs to address the housing
issue on a state level. After realizing that the federal program was responsible for 97% of all
affordable housing in Arizona, the state decided to create its own program.27 In Missouri, each
dollar spent on its state program resulted in $10.59 in economic activity and $5.81 in gross state
product.28 Ultimately, Missouri anticipates $5.23 billion in state-wide economic impact and
$2.86 billion in gross state product, as well as the creation of 35,600 jobs from construction and
operations.
Aside from programs like the LIHTC, many states changed their regulations to expand
the ability to build affordable housing units. Zoning laws and regulations on building heights,
lots sizes, and parking requirements have been identified as drivers of the housing shortage.
These regulations increase the cost and difficulty for private investors to build and drive up the
costs of purchasing the homes once built. Currently, only 25% of qualifying families receive
federal rental assistance.29 By relaxing regulations on the construction of housing, the cost of
housing has potential to fall with the cost of production, decreasing the amount covered by
federal assistance programs and increasing the number of people that the program can cover. A
study of 11 metropolitan cities found that by relaxing regulations, an estimated additional
424,000 families could receive housing assistance – a 13% increase – from the two largest

6

Housing and Urban Development rental assistance programs.30 The National Association of
Home Builders estimated that building regulations and basic safety standards increased the costs
of new homes by nearly $11,000.31
The Commonwealth will have several thousands of individuals needing affordable
housing over the next several years. On top of the existing shortage of affordable and available
homes, this influx of individuals will only cause the problem to grow if steps are not taken to
combat the ever-growing issue. Kentucky must address its current and future affordable housing
needs, whether through a tax credit program or changes in regulation,
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