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ISSUE: Prioritize the Affordable Housing Needs of Rural Americans
More than 59 million Americans live in rural America, where getting access to credit and capital for 
affordable housing is especially difficult (see Figure 12).  The U.S. Department of Agriculture’s (USDA) 
Section 502 Single Family Direct Loan Program, the Section 515 Rural Rental Housing Direct Loan 
Program, and the Section 521 Rural Rental Assistance Program are all critical to homeownership and 
rental housing in rural communities. 

The Section 502 Program Direct Loan program offers mortgages for low-income homebuyers in rural 
areas.41 At least 40 percent of the funds appropriated each year must be used to assist families with 
incomes less than 50 percent of area median income (AMI).42 In the past 60 years, Section 502 Direct 
Loans have helped more than 2.1 million rural families buy homes and build their wealth by more 
than $40 billion.43 The Section 515 Program has financed more than 550,000 decent, safe, sanitary 
and affordable homes, often the only such housing in rural communities.44 USDA’s Section 521 Rental 
Assistance (RA) program helps tenants whose incomes are so low they cannot afford the rent in certain 
USDA-financed properties.45

Who Can Act:  
The U.S. Congress House and Senate Budget and Appropriations Committees, the U.S. Department of 
Agriculture (USDA), the Federal Housing Finance Agency (FHFA)

NCRC’s Position:
Congress and the Trump Administration should prioritize and support capacity building for Section 
502 Direct Loans so that more rural Americans can access and use the program. Although the program 
has recently been automated, it still takes far too long to process loan applications. 

The House and Senate Appropriations Committees should also maintain funding for all USDA rural 
housing programs, including Section 502, 514, 515, 516 and 521. Congressional appropriators 
should also provide enough funding to renew all Section 521 rental assistance contracts, oppose 
implementing minimum rents in Section 521-assisted units or other USDA rentals, and work with 
USDA Rural Development to find positive ways to reduce Section 521 costs through energy efficiency 
measures, refinancing USDA mortgages, and reducing administrative costs.

41 USDA, Rural Home Loans (Direct Program). (2015, September). Retrieved from https://www.rd.usda.gov/files/fact-sheet/
RD-FactSheet-RHS-SFH502Direct.pdf. U.S. Department of Agriculture.

42 USDA Homeownership Direct Loan Program (Section 502). (January 2014). Retrieved from http://www.ruralhome.org/
storage/documents/rd502direct.pdf. Housing Assistance Council.

43 The National Rural Housing Coalition, Section 502 Direct Loan Program. (July 30, 2014). Retrieved from http://
ruralhousingcoalition.org/section-502-direct-loan-program

44 USDA Rural Rental Housing Loans (Section 515), The Housing Assistance Council (April 2011). Retrieved from http://
ruralhome.org/storage/documents/rd515rental.pdf.

45 USDA Rural Housing Programs for Seniors, The Housing Assistance Council (September 2011) Retrieved from http://
ruralhome.org/component/content/article/45-announcements/437-seniorhousing. Housing Assistance Council.
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FHFA’s Duty to Serve Rule: The Underserved Market Plans developed by Fannie Mae and 
Freddie Mac as part of their Duty to Serve obligations for the manufactured housing market should 
promote strong homeowner and tenant protections in the market, including long-term leasing, 
investments in mission-owned communities, safe and sound financing as part of the chattel loan pilot 
program, and no restrictions on the right to sell. 

Fannie and Freddie should be able allowed to reenter the low-income housing tax credit (LIHTC) 
market in rural areas, and receive credit for partnering on the USDA’s Section 515 and 538 multifamily 
housing programs. 

The Enterprises should also support and finance more housing counseling as part of their Underserved 
Market Plans.  
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program to expand the supply of affordable rental housing in 
these areas can be difficult, given that states generally give pri-
ority to projects located near public transit and services. Federal 
assistance for rural homeowners is also increasingly limited, 
with funding for USDA’s Section 502 direct loan program falling 
from $34 million in FY2005 to about $28 million in FY2015.

RESIDENTIAL CARBON EMISSIONS AND ENERGY USE
With the signing of the Paris Climate Agreement in December 
2015, President Obama committed to reducing US greenhouse 
gas emissions to 2005 levels by 2025. To meet this goal, policy-
makers must prioritize large cutbacks in the residential sector, 
which accounts for over a fifth of national carbon emissions. 

The largest reductions in energy use can be achieved by retrofit-
ting the existing stock. While the upfront investment required 
may be an obstacle for some property owners, tax credit and 
rebate programs can promote upgrades. Indeed, 63 percent of 
respondents to the 2015 Demand Institute Consumer Housing 
Survey stated that incentives were important to their likelihood 
of making energy-efficient improvements. 

To encourage rental property owners to retrofit their units, FHA 
recently reduced its insurance rates on mortgages for multi-
family properties meeting federal green building and energy 
performance standards. In addition, a number of state housing 
finance agencies currently provide loans for efficiency upgrades 
to both single-family and multifamily housing.

These efficiency improvements can yield important savings 
for low-income households, who pay much larger portions of 
their incomes for utilities than high-income households. For 
example, renter households earning under $15,000 a year in 
2014 devoted 17 percent of their incomes to utility payments, 
and owner households with similar incomes paid 22 percent. By 
comparison, utility costs for both owners and renters earning 
at least $75,000 a year amounted to just 2 percent of income.

Meanwhile, development patterns play a large role in transporta-
tion emissions, which are responsible for 34 percent of total emis-
sions. According to a 2014 University of California Berkeley study, 
suburban households have a larger carbon footprint than urban 
or rural households not only because of their larger homes but 
also because of their higher rates of vehicle ownership. Similarly, 
a 2015 Boston University analysis found that lower-density met-
ros like Denver and Salt Lake City have higher carbon emissions 
per capita than older, higher-density cities. 

State and local efforts may be instructive to federal policymak-
ers. Changes in the International Energy Conservation Code 
have already led to tighter state and local standards for new 
construction and remodeling. For its part, California has taken 
a leading role in reducing greenhouse gases by adopting the 
Clean Energy and Pollution Reduction Act of 2015, requiring a 
50 percent increase in the energy efficiency of existing buildings 
by 2030.

THE OUTLOOK
In 2016, after an eight-year delay, HUD allocated nearly $174 
million to states through the National Housing Trust Fund—the 
first new program to expand the supply of affordable hous-
ing for extremely low-income renters in a generation. While 
these funds will give a much-needed boost to state and local 
programs, the growing gap between the rents for new units 
and the amounts lowest-income households can afford to pay 
for housing underscores the difficulty of increasing the afford-
able supply through new construction alone. Current proposals 
to expand the LIHTC program, as well as to reform the public 
housing and other rental assistance programs, may help broad-
en access to affordable housing for the nation’s most vulnerable 
households. But preserving and maintaining the private supply 
of low-cost housing—where the majority of low-income renters 
live—is also crucial. 

Reducing residential segregation by income will involve a con-
certed effort by federal, state, and local governments to foster 
more equitable access to opportunity for people of all races 
and incomes. While reducing the growing isolation of the poor 
is key, addressing the self-segregation of the wealthy is also 
essential. At the same time, however, new investments in low-
income communities—including job training, school quality, 
and healthcare facilities and other services—are no less critical 
to the well-being of millions of families. 

Notes: Tribal census tracts are as defined by the US Census Bureau for 2010. Rural census tracts are in non-metro areas.  
Source: JCHS tabulations of US Census Bureau, 2010–2014 American Community Survey 5-Year Estimates. 
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FIGURE 12: Source: Harvard Joint Center for Housing Studies, The State of the Nation’s Housing 2016, www.jchs.harvard.edu.  
All rights reserved




