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This report creates a new narrative and advances solutions
fo ensure access fo safe, secure, and affordable housing as
a right for everyone, regardless of income or race. Narratives
play a central role in decision-making and policy processes.
When Arkansans most impacted by the housing crisis
lead in shaping the narrative and solutions, it will increase
public aftention on the issue and, more importantly, result in
subsequent major policy revision.

Background

Discriminatory housing policies have exacerbated the racial
wealth gap in the Deep South. Residential segregation,
redlining, and prejudicial lending practices have undermined
the ability of Black Americans fo generafe wealth, which
is a vital indicator of financial mobility, health, employment,
and other quality of life metrics. The typical household,
regardless of race, holds most of its wealth in home equity.
However, with Black families effectively blocked from attaining
homeownership atf the rate of white families when redlining
was legal from approximately 1935 to 1968, and they were
unable to accumulate and pass down wealth fo their children
and grandchildren. According to the most recent census
data, white households had a median household wealth of
$139,300, compared with just $12,780 for Black households.?

A combination of quantitative data analysis and qualitative
research identified a series of factors that significantly
confribute to the fair housing crisis in Arkansas. The
contributing factors include but are not limited tfo, affordable
quality housing, lack of access to capital and the impact of
COVID-19.!

The homeownership gap is a primary contributor to the racial
wealth gap. The homeownership rate between Black and
white households is wider foday than it was when the federal
Fair Housing Act was established in 1968 and during the 2008
housing crisis.  Between 2009 and 2019, the Black and white
homeownership gap has grown in every state in the Deep South,
and in the country as a whole, with Mississippi and Tennessee
experiencing a seven percent increase. SeeTable 1.

Table 1:
2009, 2019 Deep South
Homeownership Rates by Race

2009 2019

Black White H°me°wneg':g Black White H°me°"""e’§gg
Alobama 54.3% 77.0% 22.8% 50.5% 77.1% 26.6%
Arkansas 46.7% 72.0% 25.4% 44.7% 71.1% 26.3%
Louisiana 50.8% 76.1% 25.3% 48.8% 76.6% 27.8%
Mississippi 57.2% 78.3% 21.0% 51.0% 78.2% 27.2%
Tennessee 49.5% 74.1% 24.7% 42.3% 73.6% 31.3%
United States 45.4% 71.0% 25.6% 42.0% 72.1% 30.2%

Source: American Community Survey 5-Year Estimates (2009) and 1-Year Estimate (2019), Table $2502

Over 3 million people live in the state of Arkansas with 79
percent identifying as white, 16 percent identifying as Black
or African American and 8 percent identifying as Hispanic
or Latino. As the Arkansas population is growing in diversity,
unfortunately, the wage and poverty disparities are also
increasing. Before the pandemic, 49 percent of Arkansas
adults had not set aside any money in the past 12 months
that could be used for unexpected expenses or emergencies
such as iliness or the loss of a job according to the latest report
on ALICE (Asset Limited, Income Constrained, Employed) in

Arkansas.® The report also notes “the rafe of homeownership
for Arkansans earning $75,000 or more was 86 percent, while
the rate for those earning less than $20,000 was 44 percent.*
The experiences of low-income people of color play a
significant role in changing the course of this entrenched
problem. It is their stories and lived experience that will point
policy makers in the right direction to closing the Black-white
homeownership gap and eventually, the racial wealth gap to
establish a more just and equitable society.



A Growing Housing Crisis

Exclusionary lending practices, increasing rent prices, and
low wages are at the root of the pre-pandemic housing
crisis. Marginalized households that were struggling to get
access fo stable and secure housing before the pandemic,
once again find themselves pushed fo the side. While one
group of households is capifalizing on their savings built
during the pandemic to become homeowners, another
remains burdened with debt and threatened with eviction
and foreclosure. COVID-19 has exacerbated the disparate
impacts of market conditions, mortgage lending, and loose
rental profections among households of color, particularly
Black and Hispanic households, sustaining the existing
racialized housing crisis.®

Black and Hispanic households are more likely to spend
more of their income towards housing costs than white
households.® Families that struggle under the cost of rent and
utilities in proportion fo income, may find themselves housing
insecure. Black households have on average lower incomes
due to a long history of employment and wage discrimination
putting them at greater risk of housing insecurity. Low-
income households statistically experience worse housing
condifions and are concentrated in underdeveloped areas

of the state.” Data suggest that current mortgage lending
practices re-enforce these historic patterns of fewer housing
opportunities in low-income areas. For example, even high-
income applicants show a poor success rate in mortgage
applications in low-income census tracts.?

The legacy of redlining created and re-enforced patterns of
residential segregation resulting in the under-development
and exploitation of communities of color. Redlining policies
allowed banks and mortgage lenders to deny loans based
strictly on the borrower’s race and where they lived. These
efforts successfully supplied housing to white, middle-class
families, while simultaneously preventing Black families from
gaining equity in homeownership and building generational
wealth.? Table 2 shows the disparities in loan origination rates
and mortgage denial rates occurring state-wide. In 2020, only
five percent of all mortgage loans in Arkansas went fo Black
homeowners, and only four percent fo Hispanic homeowners,
both disproportionately lower than their share of the
population in the state. Another troubling trend is that Black
mortgage loan applicants in Arkansas were two fimes more
likely to be denied for a home loan than white applicants.

Table 2: 2020 Mortgage Loan Originations and Denials in Arkansas, by Race and Ethnicity™

Percent Percent Percent Percent Percent Percent
of Total of State of Total of State of Total of State
Loan Applicants Population Loan Applicants Population Loan Applicants Population
Originations Denied Originations Denied Originations Denied
‘ 6% 36% 16% 81% 17% 79% 4% 23% 8%

Source: Hope Policy Institute Analysis of FFIEC Home Mortgage Disclosure Act Data. https:/ /ffiec.cfpb.gov/data-browser/

data/2020?category=states&items=AR

Thefederal FairHousing Actwasenactedin 1968 and amended
in 1974 and 1988 to include additional protected classes. The
Fair Housing Act makes it unlawful for a person to discriminate
based on race, color, sex, religion, national origin, handicap,
or familial status. When effectively enforced, the Act prohibits
discrimination based on one of the previously mentioned
protected classes in all residential housing, residential sales,
advertising, residential lending and insurance.'  There are
also, local and state laws that have the potential to avert this
next housing crisis. For example, the State of Arkansas’ Fair
Housing ordinance relatively mirrors the federal Fair Housing
Act, and the state’s Fair Housing Commission is charged with
enforcing fair housing laws in the state. To tackle the existing
the redlining and discriminatory practices in the state, the Fair
Housing Commission must strengthen enforcement of the
state’s fair housing ordinances.

The Community Reinvestment Act (CRA) and the Home
Mortgage Disclosure Act (HMDA) also help detect and root
out unfair lending practices. The CRA was created fo prevent
redlining, though its current framework primarily utilizes an
income-based, rather than race-based approach. HMDA
requires banks fo publish a record of their lending activities
annually by race. Even with CRA and HMDA in place,
significant racial disparities in mortgage lending still persist.

As a result, those with financial means and in majority white
communities are more likely to secure adequate housing
while those without resources are, literally, left out in the cold
and unsheltered in a pandemic.



The Renting Epidemic

To gather more in-depth information about housing conditions
in the state, the Hope Policy Institute joined Peyton Strategies to
conduct a survey and series of interviews of Arkansas residents.
More information on the research methods is available in the
footnotes.’”? One out of three renter respondents pay between

Less than 30%

30%-50%

More than 50%

10%

0% 5% 15% 20% 25%

30 and 50 percent of theirincomes on rent, and an additional
40 percent pay more than 50 percent. See Figure 1. Paying
more than 30 percent on housing expenses is considered
"Cost Burdened” and paying more than 50 percent on
housing expenses is considered "Severely Cost Burdened."'3

Figure 1:

are Cost Burdened

Percent of
Income Put
Towards Rent

30% 35% 40% 45%

Source: Hope Policy Institute Survey of Arkansans. August 2021. 65 Respondents.

The Lived Experience of Cost-Burdened Renters in Arkansas

To learn more about the effects of housing cost burdens
prior fo and during the pandemic, one-on-one inferviews
were conducted with eight people. Five of the eight people
interviewed have been renting for the entirety of their adult life
with one inferviewee in Helena, AR renting for over 20 years.

"Where I live, renting is pretty normal.
There aren't many houses that go up for sale.”

Discrimination

Nearly one in four renters who responded to the telephone
survey said they experienced discrimination. All but two people
in the one-on-one inferviews said they had experienced
discrimination from landlords. The two interviewees who had
not experienced discrimination also said all of their previous
landlords identified as Black. Inferviewees shared experiences
that included discrimination based on race, income, and
being a returning citizen. For example, one mom intentionally
chose to live with her daughter in places she described as
low quality but was sfill having to pay over 30 percent of her
income in rent while others in the same complex paid less in
rent. She felt like the landlords were discriminating since she
had a lower income than other tenants.

The most common theme from the inferviews was high rent
and low quality of housing. Paul, a dad of two described the
places he rented as “crappy” and “infested with bed bugs”
but a necessity for saving money. Another parent, Nina also
stated needing extra income as why she chose fo live in a
heavy crime area. Renters like Paul and Nina that are cost
burdened are more likely than other rentfers to experience
eviction and to sacrifice essential needs like healthy food and
healthcare. It is also harder fo save for the future, for example,
for a down payment for a house. As long as rental prices
remain high, and people’s wages remain low, then it becomes
almost a nearly unending cycle fo break to move fowards
homeownership.

‘Low rent is just low quality.”

Another mom in Jonesboro, AR described a time she
experienced discrimination when a property manager did not
want o show her the property or view it in advance. She had
recently graduated college, had a good credit history and a
job with a good income but sfill was denied the opportunity
fo rent the apartment. One mom renting in Fort Smith, AR
described the process of looking for a home. The realtor
steered her fowards an area where the available housing was
of low-quality and less desirable. The inferviewee aftributed
her experience tfo redlining saying, "There’s a lot of redlining in
that area [Northwest Arkansas] so | had o move.” Steering is
the practice of influencing a buyer's choice of communities
based upon one of the protected characteristics under the

Three Out of Four Arkansas
Renter Survey Respondents



Fair Housing Act. The practice of realtors engaged in steering
is roofed in a long history of racial discriminatory policies like
redlining, which entrenched patterns of residential segregation.

Paul cited facing discrimination, as someone recently
discharged from the criminal justice system. He was living
in rehab housing pre-COVID-19. He lived with 12 other
individuals in one house described as "Chem-free” paying
$600 a month fo share a room, leaving him with little fo no
disposable income on a monthly basis. His wife was able to

COVID-19 Impact

Nationally, nearly 7.7 million households were behind on
rent at of the end of August, according fo the U.S. Census
Household Pulse Survey.' Likewise, a significant number of
Arkansans were struggling with their rent, with nearly one in

provide some support, but they had difficulty finding a place
fo stay even a year after recovery. A friend referred them to a
smalll place that was $700 a month. The low rent helped the
family save money to pay almost $15,000 in lawyer fees and
pay off bills fo build credit. He is also a veteran and is on the
right path to building his credit and now ready to buy a home,
yet still encounters barriers. When asked what made the
home buying process difficult, he said, "I honestly don't think
I'm the right shade.” The racial discrimination compounded
the barriers he already had to overcome after incarceration.

four being behind on rent during this same time.'s The racial
disparities are apparent with 40 percent of Black renters and
20 percent of Hispanic renters behind on rent, in contrast to
just 15 percent of white renters.'® See Figure 2.

50%
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Source: Hope Policy Institute Analysis of Household Pulse Survey. Household Pulse Survey Week 36,
Aug. 18 - Aug 30. https://www.census.gov/data/tables/2021/demo/hhp/hhp36.html

The Census Bureau's Household Pulse Survey from August 18-
August 30,2021 also shows that Arkansans are not only behind in
rent, but they also have a high likelihood of having to leave their
home due fo eviction even with federal relief dollars available.
Seventy-eight percent of renters in Arkansas were somewhat or
very likely fo leave their home due to eviction by October, 2021."7
With the end of the federal eviction moratorium, the cutting off
of pandemic related benefits, and the slow roll out of Arkansas
rent relief money, renters are finding other means fo stay afloat.

Other economic consequences of the pandemic, such as
the nationwide housing shortage and increased prices, have
also made it harder for renters to fransition to homeownership.
One person said the price of lumber is too high and he must
hold off on building a home for his family. Two families said the
pandemic halted their decision to start the search for a new
home as they had fo focus on keeping their rent current. The
start of the COVID-19 pandemic affected one mom, Denise,
because her older children who were in college returned
home and increased household expenses. This caused her to
struggle with rent, preventing her from starfing the homebuying

process. Quality and adequate housing does not stop with
shelter. It also plays a role in a person’s well-being. Denise’s
story revealed the reality of stressing when stretching funds fo
make ends meet. Denise is not alone, as nearly one in three
of Arkansans sfruggled fo pay usual household expenses at
the end of August.’®

"We went from having two cars, fo one,
fo having no car at all.”
- Denise

Arkansas received $201 million through the first round of
the Emergency Rental Assistance Program, authorized by
Congress to help renters unable to make payments amid
the pandemic. Yet as of August 30, 2021, Arkansas had only
distributed $6.6 million or 10 percent to renters and their
landlords.” Six out of eight of the people interviewed were
unaware of the Arkansas Rent Relief Program. One person
said she would have sought assistance had she known about
the program when her job was threatened.



A Vision of Homeownership

When asked about their dreams of homeownership, renters
with children said they wanted their children to have their
own room. Each had a modest goal of owning a home
with no more than three fo four bedrooms and living in safe
communities that reflected their values. *I want my son to
live in a neighborhood where he sees himself reflected in
the neighborhood,” said one mom who has rented in three
different cities. So, what is stopping these Arkansans from
reaching their goal? The down payment hurdle. Six out of
eight interviewees said down payment assistance or access
tfo more capital would help them see their homeownership
dreams come frue.

"Il just need capital to put towards

a down payment”
- Librarian in Fort Smith, AR

The Dream of Homeownership

The telephone survey conducted for this paper reached
over 400 homeowners in the state, with over half living in their
homes 20 or more years.

Down Payment Assistance

Assistance from
Family and Friends

Affordable Pricing
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20%

30%

Credit was another a major barrier raised in the conversations,
but they are taking matters in their own hands when it comes
fo building their credit. Five of eight inferviewees said they
were working fo build their credit in hopes it would put them
on the path fowards homeownership. A dad in Pine Bluff, AR
decided to spend the last year building his credit and saving
up for a down payment before talking fo a realtor or lender. He
hopes to start the conversations in 2022. Another interviewee
in Dumas, AR put an offer on a home just two months ago.
Unfortunately, her offer was not accepted because the seller
went with a higher offer. As next steps, she talked to a loan
officer about her debt-to-income ratio and started repairing
her credit to increase her loan amount. She is paying her
credit card debt down until the next home is available.

"We were actually at the line fo purchase
a home and had pre-approvals and then
everything shut down because of the virus.”

Figure 3:
Survey Respondents’ Success
Factors in Purchasing a Home

40% 50% 60% 70% 80% 90% 100%

Source: Hope Policy Institute Survey of Arkansans. August 2021. 295 Respondents.

Participants emphasized the need for down payment
assistance when they were purchasing their home. Three
out of four survey respondents, regardless of race, said down
payment assistance and affordability of the home were
primary factors in successfully becoming homeowners, yet
homebuyers, particularly those of color, faced barriers saving
down payments. See Figure 3.

COVID-19 Impact

The stories of two moms living in Cenfral Arkansas show how
homeowners are navigating the pandemic. One mom of
three children bought her first home in 2007 and lived there
for 12 years but moved within the last year after building her
resources and credit. Another mom of two purchased her
home two years ago to create stability for her family.

The pandemic did not threaten the housing status of the
two women who shared their stories. They attributed job

Of the Arkansans surveyed, one out of 10 survey respondents
worried about losing their home due to the pandemic.
COVID-19 is putting Arkansas homeowners -particularly
homeowners of color - at risk. Fiffeen percent of Black
homeowners surveyed were unable to make a mortgage
payment in the past year, more than twice the six percent
share of white homeowners.

security and steady income to helping them stay current on
their mortgages during the pandemic. When asked if the
pandemic had affected her decision to remain a homeowner,
one interviewee responded saying she feels it is more feasible
fo stay in her home versus renting given the high cost of rent.

"If I lost my home, | would be in bigger debt
because rent here is so high”

- Mom, Little Rock, AR



While neither woman anticipated needing assistance with
their mortgage in the coming months, 17 percent of Arkansans
were behind on their mortgage payment in August, higher
than the national percentage.” Homeowners of color were

Shifting Away from Traditional Banks

Lending inequality is not the only factor hindering Black
households from accruing wealth and reaching the same
level of financial security as white households. Due to a history
of residential segregation and Jim Crow-era discriminatory
practices, there is a prevalence of alternative and predatory
banking within communities of color. According to data from
the Urban Institute, non-bank lenders accounted for nearly
two-thirds of all new mortgages as of May 2019, a nearly 20
percent increase from just 2013.21

These companies play a particularly big role when it comes
fo loans backed by the Federal Housing Administration,
U.S. Department of Veterans Affairs and U.S. Department
of Agriculture. These loans are more likely to go to firsttime
home buyers and Black and Hispanic households. In the
telephone survey conducted among Arkansas homeowners,
36 percent said they used mortgage companies compared
to 30 percent that used traditional banks.

The story of one mother from Little Rock illustrates this trend.
She had a low debt-to-income ratio and nearly $20,000 in
savings and still had tfrouble finding a fraditional bank that
would approve her loan. She started looking for her second
house six months before the pandemic started. Despite
successfully navigating a bankruptcy filing several years ago,
banks still used the incident as a reason for not giving her a
loan. When talking about her experience buying her second

Overcoming the Down Payment Hurdle

Arkansas can look fo neighboring states, Mississippi and
Tennessee, when it comes to creating solutions fo address
the down payment hurdle. The City of Memphis, through its
Division of Housing and Community Development (HCD), offers
assistance through its Down Payment Assistance Program.
The program provides up to $10,000 to help homebuyers with
down payment and closing costs to complete the purchase
of a home inside the city limits of Memphis.?? In Mississippi, the
NeighborhoodLIFT program, a collaboration of Wells Fargo,
NeighborWorks America and HOPE provided over $2 million in
down payment assistance to 255 families.

One Mississippi couple, Yvette and Eric had grown weary of
living in an apartment and dreamed of a home of their own.
The couple had been paying $700 a month in rent for a two-
bedroom dwelling they shared with their two children. They
were on a fixed income, and after two banks furned them
down for a mortgage, homeownership seemed out of reach.
A television advertisement about a down payment assistance

hit especially hard by income losses, given that they were
more likely to be classified as essential workers and working
in industries with the most drastic job cuts. These economic
impacts continue to threaten homeownership.

home, she said, "I 100% know the run around | received was
because of discrimination because | knew what to do to
prepare for a home based off of my first homebuying process
and | had my documents in order.”

She then went to a non-fraditional financial program that
advertised getting low-income borrowers with low credit
profiles info homes. Months went by and she could not
get in touch with the loan officer assigned fo her by the
program. After five months, she received an email, saying they
changed her loan officer and lost all her documents. As this
inferviewee experienced first-hand, predatory lenders are over
saturating much of the market left unattended by banks and
other credible financial institutions. These lenders position
themselves as seemingly the only choice for low income and
households of color. Affer six exhausting months, she stopped
her homebuying process altogether. Luckily, she was able to
pull on a relationship with a close friend who connected her
to a bank who was happy to get her info a new home with
ease.

Similarly, another woman shared how she met her homebuyer
education facilitator, realtor, and mortgage loan officer
through existing relationships with her coworkers and a church
member - demonstrating how relationships fill the gap when
housing policies fall short.

program administered by HOPE pointed to a solution. With a
strong credit score, Yvette qualified for the NeighborhoodLIFT
program. The family moved into a fourbedroom, two-bath
home, allowing the children to each have their own bedroom.
And, their monthly mortgage payment is less than what they
were paying in rent. "This is our first and last house,” says
Yvette.?3



Policy Solutions

Local, state, and national policy makers all must play a role in closing the racial wealth gap through a collection of policies
and initiatives aimed at increasing homeownership among people of color. Effective solutions will address the inequities that
stem from centuries of structurally racist policies, which robbed Black Americans of building wealth for generations. It is past time
that Black households see their dreams of abundance and prosperity come to life.

To accomplish this goal, policy makers and lenders in the private sector must:

1. Ensure the Arkansas Rent Relief Program is distributed quickly and equitably. Preventing evictions is critical o
expanding Black homeownership and prevent widening of the racial wealth gap. Low-income renters displaced by
eviction experience decreased credit access and are often forced into inadequate housing. Late rent payments
compound the financial barriers renters face, blocking the path to homeownership.

2. Ensure Arkansas Homeowner Assistance Funds [HAF] are distributed quickly and equitably. HAF has the
chance to help families get current on their mortfgages and avoid foreclosure. The Arkansas HAF will receive
approximately $54 million allocated from the U.S. Treasury. The program is intended to provide funds to help low to
moderate-income homeowners avoid financial hardships such as delinquent mortgages, defaults, foreclosures and
loss of ufilities after January 21, 2020.#

3. Exiend credit and down payment assistance to borrowers impacted by discriminatory housing and lending
practices. For example, one promising proposal aims to reduce racial disparities and build generational wealth
through down payment for first-generation homebuyers, providing a deeper reach fo underserved communities
than just a first-fime homebuyer framework. Down payment assistance should be flexible and available fo
cover mortgage closing costs. Increasing down payment assistance is something to which public, private, and
philanthropic dollars can contribute, particularly in partnering with community development financial institutions
(CDFls) in reaching borrowers historically excluded from the homebuying processes.

4. Use non-traditional credit in the lending process, allowing utility bills or rent to be considered in a borrower’s
credit profile. Many renters in the study falked about the challenge of low credit scores blocking their path
tfo homeownership while simultaneously making on-time rent payments. Oftentimes, however, borrowers with
credit impairments have demonstrated sources of on-time repayment through rent, utility and cell phone bills.
Community development lenders, like Hope Credit Union already use on-time rent or cell phone payments when
looking at a borrower’s credit profile during the underwriting process to inform mortgage loan decisions. Bank
lenders should also integrate non-traditional sources of repayment history into their underwriting process.

5. Expand and enforce state fair housing laws. Strengthen the Fair Housing Act, including a ban on discrimination
by source of income, to give households of color, particularly those that are low-to-moderate income more housing
opportunities. For example, other states and local entities have strengthened their laws to bar source of income
discrimination.? Finally, Arkansas should also increase resources fo enforce state and federal fair housing laws.

Strengthening protfections and getting relief payments o renters and homeowners before evictions and foreclosures occur will
keep people housed, but more is needed. While, low-income Arkansans, particularly Arkansans of color, bear the burden of the
economic fallout from the pandemic, they also hold the solutions to their problems. The bottom-line is simple. People should
not have to choose between keeping more money in their pocket and quality housing during this unprecedented crisis.

Arkansans of color are aware of the root causes of the housing crisis and know it will take more than extra income to halt the
widening homeownership gap. The barriers that renters face in terms of high costs and various forms of discrimination remain
barriers to homeownership. Enforcing anti-discrimination rules set by the Fair Housing Act, HMDA, and the CRA play a key role
in moving renters of colors info homes they can call their own.

Support for this policy brief was provided by the Winthrop Rockefeller Foundation
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