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This report recommends a methodology for assessing the social outcomes of New Jersey

#1 1 1 01 E OU(NICEInanbiny lar@il Gther activities. In developing this methodology,

we first review the existing literature on impact assessment, both within tr@munity
development field and across the ngorofit sector more broadly. This includes defining
assessmentelated terminology, clarifying the components of an assessment process, and
identifying the many difficulties inherent in that process. We thetadl the challenges and
lessons learned from an analysis of four other community development financial institutions
(CDFls}hat are adept at measuring their social outcomes. Building off of these, we provide
NJCC with overarching recommendations for nmaizing the effectiveness of the

I OCAT EUAOET 180 Ei PAAO AOOGAOGOI AT 6OO6h AT A xEOE O
primary investment areas: affordable housing, neighborhood stabilization, early, ek

charter schools. We present the speciBcommendations in the form of a literature review, a

set of recommendations for what data NJCC should track and why, and methods NJCC should
use to collect and analyze data. For the areas of affordable housing, early care, and charter
school facilities, w also provide NJCC with model questionnaires for data collection. For
neighborhood stabilization, we provide a detailed spreadsheet for data input and computation.
We conclude that, although NJCC likely lacks the capacity to prove its social impt, it

benefit from using more strategic metrics and refining its organizational approach to
assessment. With improved evaluation processes, NJCC can becetrenger CDFI industry
leader in assessing performance and a more effective agent of communityftnanation.




ACSz American Community Survey

AMI z Area Median Income

BCCz Boston Community Capital

CAMz Credit Approval Memorandum

CAPCz Community Asset Preservation Corporation
CARS CDFI Assessment Ratings Systems

CDFlz Community Development Financial Institution
CElz Coastal Enterprises, Inc.

CMOz Charter (School) Management Organization
ECERS Early-Childhood Environment Rating Scale
HOPEz HOPE Enterprise Corporation

HUDgz United States Department of Housing and W Development
IEPZ Impact Evaluation Plan

LEPz Limited English Proficiency

LIHTCz Low-Income Housing Tax Credit

LIIFZ Low-Income Investment Fund

MPECZ Mississippi Economic Policy Center
NCLBz No Child Left Behind Act (federal)

NJCCz New JerseyCommunity Capital

NJDOE;z New Jersey Department of Education
NMTCz New Markets Tax Credit

PST& Project Statistics Tracking System

REOz Real Estate Owned (property)

SDz Students With Disabilities

TODgz Transit Oriented Development

TRFz The Reinvestmet Fund

USDAZz United States Department of Agriculture
USP& United States Postal Service
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INTRODUCTION

New Jersey Community Capital (NJCC), a community development fiakinstitution that serves the state
of New Jersey, requested assistance in developing an impact assessment methodology. NJCC sought
guidance on how to comprehensively evaluate the social benefits of its work and integrate this information
intotheorgalE UAQET 1 8 O A A E I-tétm $trixdgio pladiiinig, laitd frommiinicafida©with partners
and stakeholders.
NJCC has been collectimgitputs? such as dollars invested and number of housing units finanioce the
I OCATEUAOQET 180 miedih eadurpeuicbmex sughéasghe nubexoffow-income
families who obtain access to quality affordable hawugas a result of its financing * # #8 O A &£&I 000 EA
been largely limited tanecdotal accounts. In 2009, NJCC began a strategic planning processehgfied
the following asanoverarching organizational goal:
I AOAT AA 100 AAEI EOU O1T 1 AAOGOOAR 1 AT ACAn AT A AAIT
impact and ensureverall accountability and effective stewardship of investments and resources
(Daffern 2011).

To implement this objective, NJCC developed a{step Impact Evaluation Plan (IEP):

1. 'TATUOEO T £ . *##860 AQGEOOETI ¢ NOAT OEOAOEOA 1 O600DPOO
2. Creationof case study assessments of several specific projects, to understand better the outcomes
and impacts resulting from our approach to community development finance.
3. Review of research commissioned by NJCC, to identify emerging trends and issues faeing low
income communities and the community development field.
4. GOT Op AT A ET AEOEAOAI ET OA Odgehontifestieybur pradécts 6 O OOAE.
and strategies are meeting the needs of our target communities and our partners, and to identify
ways that we could enhance both our impact and process.
5. Collaboration with a research institution to evaluate our approach to impact assessment, propose
methods for refining reporting mechanisms, and develop a comprehensive impaesament
methodology (NJCC 2@ 2).

The research conducted by the practicum team and this repelp constitute the fifthstep of this effort
bW/ / Qa ! aaSaaySyid aSikKz2R2t 238

NJCC does not have a documented, consistent methodology for measuring its outputs. However, interviews
with staff members reveal that the organization pursues the following chronology:

A As part of the application process, NJCC requires potential borrowers to repoprtijectecbutputs
of an NJCC loan.

A If the loan is approved, these outputs are recordedrrExcel spreadsheet that accompanies a
Credit Approval Memmndum (CAM3 4EAOA OPOAAAOGEAAOO AOA ET AT ODPI
database.

A NJCC analyzes this data on anraseded basis, such as when trying to answer a specific question
raised inrhouse oy investors. NJCC aims to maximize accuracy in such analyses. For instance, if
. x## 1 AEAOG 11T OA OEAT TTA 1TTAT O1 OEA OAIi A POT EAA
I 606 OEA 1060POO AAOA AOI I -dihiplecdui thd obtputsl T AT O O AO
Similarly, if NJCC makes a loan out of multiple pools of capital that it manages, the analysis will not
double-court jointly-reported outcomeslf NJCC is reportingutput andoutcome dataassociated



with more than ondund, however, it tyjically reportshem as occurring for eacbne (NJCC Staff
2011)

Current Performance Measurements and Outputs

NJCC collects both quantitative and qualitative output data for use in reports, brochures, and other

publications (see Table 1). Staff membalso write numerous case studies that provide compelling stories
AAOGAOEAETI ¢ OEA AEEAAOO 1 £ OPAAEAZEA EIT OAOOI A1 008 )y 1
the organization also has conducted a GIS analysis of its investments and takdéh pat OA OAAOAE OOEAO
identifies emerging trends and issues facing {awome communities and the communityevelopment

AEAT A6 |15} ## WOXO

TABLE1: NJCC ASSESSMENT DATAJRRENTLYCOLLECTED

Loanamount Housing: Housing:
Total project cost 1 Ownership 1 Units for sale
Metropolitan statistical area i1 Rental M Units for rent
Census tract 1 Supportive 1 New units
Type of loan: 1 Transitional 1 Rehabilitated units
1 Acquisition Community Services: 1 Very lowincomeunits
1 Construction 1 Education 1 Low-income units
1 Predevelopment 91 Health care 1 Moderate-income units
1 Permanent 1 Early care 1 Marketrate units
f Mini-permanent 1 Facilities Community Services:
1 Working capital 1 Human services 1 New slots
1 Permanent working capital 1 Culture and arts 1 Existing slots
Business: 1 Square feet
1 Economic development 1 Percent lowincome
1 Community real estate | Businesses:
1 Social enterprise 9 Jobs created
9 Jobs preserved
1 Square feet

(Adapted from NJCC 2009b)

! The complete reports of four such research initiatives can be found in the appenddGs 2010d.

2 NJCC uses the phrageimaryandsecondary outcontather thanprimaryandsecondary output its financial spreadsheets.
However, the data it is collecting are actually outpu®iroughout this report, we do not differentiate between primary and
secondary level outputs or outcomes.




Limitations andChallenges Identified by NJCC

process:

Inconsistent use of the terms output, outcome, and impact

Lack of outcome data collection

Lack of a documerdd or justified methodology for outpt data collection and analysis

No systematized methoaf collecting descriptive data

No verification of projected primary outputs (provided by borrowers at the time of a loan
application) after project completion

Storage of output data in a loan database thhatjuires manual analysis

No definition of intended impacbeyond the mission statement

No identification of external factors that afé the social outcomes of loans

No determination of the time periodver which to measure outcomes

No use of output data to inform future investmts or other internal decisions

No measurement of the outcomes of ndanding activities, such as the informal technical
assistance that NJCC provides to its clients orrdgaonal and statewide partnerships in whithe
organization participates

Limited capacityat current staffing levelso conduct output, outcome, and impact evaluations
(NJCC staff 2011)

I I D
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Our practicumgroup approaches this report with the goal@fercoming many of these limitations.
However, we also recognize thatmajor obstacle . * # #udrét staffing level constrains its ability to
address other challenges

PART | LITERATURE REVIEW AND BEST PRACTICES

METHODOLOGY

This report is based on a rew and analysis of the academic literature about impact assessment,

particularly as it relates to the community development financial institution (CDFI) field. The risport

further informed bycase studies dbur CDFIs that were selected because theg hroadly perceived as

leaders in social impact measument. The case studies consisteflinterviews with relevant staff members

from those organizations and a comprehensive review of documents pertaining to their measurement
methodologies. We also inteiewed and consulted with a number of academics and practitioners with
ADAOOGEOA ET . *##60 £ OO DPOEI AOU ET OAOGOI AT O AOAAOq
care, and charter schools.

IMPACT ASSESSMENT: LITERATURE REVIEW

Communty development financial institutions (CDFIs) have lamgderstood the need to measure the social
impact of their work. Over the last decade, however, CDRlsd other missiordriven organizations have

felt growing pressure to improve and expand their ingpassessment activities. As subsidies have
decreased, funders have placed greater importance on such reporting as a condition of receiving additional
resources (Urban Institute 2002; Zielenbach 2004; Hollister 2007). Even when not required to rejport the



outcomes, CDFIs increasingly are finding that demonstrating competitive social returns can provide an
advantage in attracting resources (Kanter and Summers 1987; Rubin 2008; Hollister 2007).

Beyond the demands of funders, robust impact assessment processes have impat&nalfunctions for

CDFIs. For example, a CDFI can utilize assessment tools to guide the development of organizational goals
and strategic plangyetter focus its programsand ensure it is targetingesources taardsthe most

effective activities. CDFIs also can use internal assessment as a method of maintaining awareness, cohesion,
and accountability among staff around broad strategic goals. Furtbyengagingstaff in the development

of its assessment process,CDFtanimproveits systemsand enhance the sense of collective ownership of

the outcomes and impacts dfs work. Similarly, creating a feedback loop for clients to give impgarding

the assessment proas can build stronger relationships between the CDFI and the organizations it funds
(Urban Institute 2002).

Defining Impact and Other Measurement Terms

&1 O . Ax *AOOAU #I1ii 061 EOU #APEOAI OI AOOAOO OEA Ol AE/
means. This task is challenging, as many definitions of impact assessment are present both in the academic
literature and within the CDFI industryBroadly, the ternimpactis used to refer to the intended or

unintended change that occurs in organizations, communities, or systems as a result of program activities

(Hollister 2@7). However, the term also has a much narrower technical meaningefes to the proven

ArEceAAOO T £ A OPAAEZEA ET OAOOAT OET 1T 8 &1 O OEA DpOODI O/
Ei DPAAOhS ET 1T OAAO O AEEEAOAT OEAOA EO &£01 i OEA 11 OA
In Table 2, we define key measunent terminology and recommend that NJCC consistently use these

definitions in its impact assessment process. For illustrative purposes, let us assume in this example that

NJCC made an investment in the construction of an affordable housing project.

TABLE2: DEFINITIONS OF KEY TERMS

Output O2A &l AAOfr OY OEA E| Affordable housing units
OAOOGEAAOG AAET ¢ DO constructed.

and Joyce 2008, 142)
Outcome O4EA OOAOA T £ OEA4EA EI POl OAIT A
the social conditions that a program is| economic or health condition
AobAAOAA O1T EAOA | because they have access to
Lipsey, and Freeman 2004, 204). high quality, affordable
housing.

(Proven) Impact | O4 EA AEAZAOAT AA Al The portion of the improved
outcomes and whatever would have | economic condition that can
I AAODOOAA xEOQET OO | be proven to have resulted
(Immergluck 2006, 7). from the affordablehousing.

CDFIs and their evaluators often use the term impact to refer to outcome measures. This misrepresentation
is due to the somewhat nuanced distinctions between these terms, the inconsistent ways that they are
defined across the field, and the n@rous barriers that CDFIs face in proving impact (Immergluck 2006;
Hollister 2@®7).

11



The primary challenge of assessing proven impact is the need to establish a counterfactual, or a means of

AT 1 DAOET ¢ A GCEOAT DOl COAI 80 1 RuGAdsiltdd@n the &b€elce FEhd | OOAT |
intervention (Hollister 2007). The comparison cannot be made by observing the same subjects who receive

the intervention, thus it is necessary to use control and comparison groups comprised of subjects who are

similarin both observed and unobserved characteristics. This enables the evaluator to attribute any

observed changes to the program intervention, while removing other confounding factors.

There are many practical difficulties in establishing a methodologicajiyrous counterfactuaf The cost

and time involved also make this assessment approach beyond the reach of most CDFIs. Furthermore,
withholding a treatment from subjects assigned to control or comparison groups raises significant ethical
considerationghat would certainly be of concern for CDFIs even if resource limitations were not an issue
(Singleton and Straights 2010).

This has led some to argue that it is not feasible to collect the data needed to determine the proven impact
that CDFIs are pragting in the field (Immergluck 2006; Hollister@®f). These authors posit that the

advantage in the efficiency and reliability of outcome indicators in measuring performance supersedes the
value to an organization of delving into its proven impacts, whaich so difficult to measure angerify.
&OOOEAOQI T OAnh AOG )i i AdOci OAE 11 OGAOh OOiI CAOEAO xEOE
and its context, [outputs and outcomes] can, at least in some cases, allow us to construct a reasonable
argument that impact is likely or unlikely and, perhaps, tell us something about the scale of any likely

Ei DPAAOS j Wodad nQs8
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Components of an Assessment

Before beginning a data collection process, a CDFI must make a series of decisions regarding the
components and tools of its assessment system. This task is challenging, especially considering that the
organization may need to use the same tools to decide organizational priorities, develop staff capacity,
appease funders, attract investors, identiiprrowers, and influence polieyeach of which demands a
distinct focus and has a different definition of success (Urban Institute 2002). Specifically, a CDFI must
determine how to balance the use of quantitative and qualitatipgeople- and placerelated; and short-term

and longterm outputs and outcomes, andow to assess its nofinancial activities (Kanter and Summers
1987; Murray and Tassie 2005; Immergluck 2006).

Qualitative v. Quantitative Assessment

Qualitative and quantitative measurements each serve distinct functions within an organization (Murray and
Tassie 2005)Frequently used galitative data gathering methods include case studies, ogarded surveys,
interviews, and focus groups. Thesethodsgenerally are used to gain detailed-depth information about
clients that numbers alone cannot convey, such as how they feel their lives have improved due to a product
or service thata CDFI provides. Qualitative data also can be used to share faveeiccess stories with

funders, to motivate staff members, and to build stronger and more trusting relationships with clients.
However, fundersnay question such data as subjective and deficient in proving a broad and significant
impact, and organizatinal leadersnay resistusing these methods because they can be time intensive.

% Researchers use a number of methodstablish comprable control and comparison groups. One option is to construct a
control group by selecting subjects not exposed to the intervention, who are similar in dependent variable characteristics to
the comparison group (Rossi, Lipsey and Freeman 2004; SingéetdrStraights 2010). The downside of this method is that it
cannot account for all extraneous variables. Additionally, if the pool of potential participants is not large enough, rgatchin
them on all variables may be difficult. Researchers also cantadjuthe differences between the control and comparison
groups statisticallyjf? in fact> these relevant differences can be measured (Rossi, Ljps&l/Freeman 2004).




Quantitative outputs and outcomes may include metrics such as units of housing built, clients served,

changes in income, or average educational attainment in a service ategseTata cannot provide the

same human element or depth of information as qualitative data, but theyoftlen easier to measure and

AAT AR OOAA O EAAT OEAU OECI EEZEAAT O DAOOAOT O EI 1 OO0/
and strategiesand its marketability to funders. For example, quantitative data can be used to identify what

inputs are associated with certain outcomes across geographies of investment, whereas qualitative

outcomes cannot provide similarly reliable and geographicedignparable information. However,

guantitative data can skew organizational activity towards the simple fulfillment of benchmarks that the

CDFI did not necessarily choose for itself or that do not reflect the true and complex needs of the family or
commurnity being served (Murray and Tassie 2005).

Optimally, a CDFI would use qualitative and quantitative data to supplement each other. For example, if a
CDFl is implementing a pilot program to serve affordable housing tenants, it may want to track sttisti
information (.g.,length of tenure, economic gains) as well as interview the tenants to assess their
satisfaction with the housing, determine how much of a difference it has made in their lives, and attain
feedback on how this service delivery couklimproved.

People v. PlaceBased Assessment

A CDFI must determine whether to measure outcomes and outputs at the geographic or individual and
household levels (Immergluck 2006). Individiealel data €.g.,individual employment outcomes) can
provide a direct assessment of how programs or investments are benefiting the residents of an area.
Individuatlevel analysis is especially important if a program is targeting individuals or families with certain
demographic features (such as a specific incdevel or family composition) or of a certain length of tenure
within an area, as plaebased outcomes generally are not detailed enough to capture results for varying
subgroups within a geography. However, geographic datg.(housing values, income lels, or crime

rates) can be easier and much less expensive to attain because they do not require specific individuals to be
tracked over time, and they can serve as a somewhat accurate proxy for assessingtfgfaityily

outcomes. A CDFI may opt to assesome programs using geograpHavel data and others using individual
and householdevel data. In fact, most CDFIs employ a combination of both strategies.

ShortTerm v. Longrerm Assessment

Most of the outcomesproduced by CDFI investment® not kecome apparent immediately. To assess how

long an individual maintains a job or resides in an apartment, for example, requires tracking outcomes over a
multi-year period. However, such longitudinal assessments are resentessive. In the absence of

capacity to complete them, shorteterm measures can provide a useful snapshot of the outcomes

associated with an investment. These shtgtm measures can include the initial occupancy rate of a new
housing development or the jobs creat@uthe first fewyears afteran investment in amall business. They

also can help predict longgerm trends and provide data necessary for more immediate strategic planning
and marketing purposes (Hollister @9. For example, many CDFI funders require regular pregegsorts,
necessitating shorterm data collection (Urban Institute 2002).

Assessing CDFI Ndending Activities

CDFIs engage in a variety of ndending activitiesincluding providing technical assistance/intermediary
services to borrowers; conducting research and policy analysis; and influencing conventional financial
institutions to lend in areas that they had previously considered too risky. While suetending functions

of a CDFI may have the greatest systemic impacts, they also can be some of the most difficult to assess
using traditional outcome measures (Rubin et al. 2008). 13




To ensure that a loan is successfliDFIs often providéheir borrowers with techircal assistanceincluding
financial education, tax assistancandhelpwith business planning and development. Impact assessment
scholars point out thatif any successful rubrics for measuring impacts of technical assis efforts exist,
CDFls are nbcurrently utilizing them (Hollister 207).

Another critical norlending element of CDFI work is research and analysis. However, measuring the impact

of one CDFlIs research on the field at large is extremely challenging. For exaimpReifivestmentFund, a

large PhiladelphilA AOAA #$&) h AOAAOAA OG0T 1 EAU -APhoe A OI 11 OEA
actors make more effective decisiofisowever, traditional outcome methodssuch as the number of data

indicators that Policy Mp offers itsuser® would hardly gage its true impact on the field (TRF 2010).

CDFlI research also helps inform local, state, and federal legislative, regulatory, and funding policies (Rubin et
al. 2008). Some of the larger, resounéeh CDFIs view policy advocacy @entral to their mission; SeHelp

#% - AOOET ,AAEAO Al AEI AA OEAO OOEA xEIT 1A PIETO T A&
OAODPAAOGAA DI AUAOOG | 2 OA&]idedifies thd kay prBisheing With 26setBg policyl 1 1 EO O/
The EEOOO EO OEA pOIT AT Ai 1T &£ OGETET O pOI AGAOGETThd 1 AAT ET

process involves many actors, and thgnamic naturd £ OEEO x1 OE | AEAO AAOAOI ET EIT
xET 186 AT A xEI OET Ol A C A Oolicy Bddadcedeathendy inpdBsiteE AsedoA AE O Al
problem is that measuring the benefits of legislativeregulatory change is inherently challenging to

quantify, particularly given the complex, at times murky, nature of the policy implementation process.

The other area in which CDFIs have arguably achieved their greatest systemic impacts has been in changing

the lending culture in underserved markets. CDFIs have successfully demonstrated the viability of lending in

such markets by funding projects in ganction with conventional financial institutions and taking on the

higher risk portion of the financing. CDFIs often supplement thisfiyggncing with targeted outreach

AEEi 000 OEAO AEI O1 EAIT D Al 1T OAT OET dsokittedwithil AAOO OT AAOC
underserved markets, as well as to educate them on the benefits of socially responsible practices such as

green lending (Rubiet al.2008, 9). However, as Rubin et al. point out, traditional output measures can be
misleading when assessirsgich activities. For example, CDFI lending in a particulaiicame community

may actually decline as conventional financial institutions increase their involvement and meet a greater

portion of the need.

CDFI CASE STUDIES: A SYNTHESIS OF FINDINGS

Tobetter understand the challenges and opportunities associated with implementing comprehensive

impact assessment programs at CDFIs, we conducted case studies of four organizations committed to and
experienced in this work: Boston Community Capital @BCCoastal Enterprises Inc. (CEI), HOPE Enterprise
Corporation (HOPE), and the Low Income Investment Fund (LIIF). The case studies consisted of interviews
with key staff members involved in impact assessment and analysis of any documents that chremécled

ET AEOEAOAIT 1T OCAT EUAOET 1T 06 AAOEOEOEAO ET OEEO OAAl I 8
How these organizations arrived ateir current assessment methods

What their key objectives were in incorporating assessment th&r organizational activities

Which evaluation tools they developed and implemented

Whythose tools were selected

What significant challenges they faced

v > > D

4 Policy Map is an online data analysis and mapping tool created by TRF. It greuvigiscribers with data about real estate,
neighborhood conditions, mortgage originations, education, income, and demographics for a given neighborhood.



The following sections summarize our key findings. Detailed descriptions of individual processes and
findings from each organizatioare provided in AppendicedV.

Introduction to the Studied CDFIs

Whilethe four CDFIs focus primarily on providing capital to support community development activities, each
operates a unigue combination of programs and serves a different geograptec @hese CDFls also
encompass a variety afrganizational components and programsicluding New Markets Tax Credits (BCC,
CEl, HOPE, LlIf9redit unions (HOPEYenture capital funds (BCC, CKjjeen and healthy foodmitiatives

(LIIF, HOPBE; and polcy advocacy and researdfforts (CEI, HOPE, LIIF). Despite ttigersityof

investment and other activity areas, the lessons learned from the experiences of these organizations can
provide valuable guidance to any CDFI seeking to establish a moreratésbassessment program.

TABLES: CASE STUDY ORGANIZATIONS

BCC 1985 | Boston Region Affordable Housing, Community Facilities, Schools, Child
Care Centers
CEl 1977 | Maine/Rural New Workforce Development, Small Businesses, Affordable
England Housing
HOPE | 1994 | Mid-South Delta Commercial Financing, Mortgage Lending, Personal
Region Financial Services, Technical Assistance
LIIF 1984 | Nationwide Affordable/Supportive Housing, Child Care, Eduoati

(BCC 2009; CEI 2010; HOPE EC n.d.; HOPE CUIFk®010a; LIIF 2010f)

Limitations and Challenges

Each of the four CDFIs understands the potential value of impact assessment to its individual operations and
to the field at large. However, theseDFIs also are acutely aware of their limited capacity to fully measure
impact (as opposed to their outputs or outcomes) due to resogmsstraints the complex nature of the

problems they seek to address, and the broader difficulty associated with éstéty counterfactuals. In
particular, the studied CDFls identified the following challenges as hindrances in their efforts to conduct

both actual impact assessments and substantial outcome assessments.

Limited Staff Time and Financial Resources

CDFIs fae continuous struggles to acquire and sustain sufficient financial and human resources to support
evaluation activities. For example, Ed Sivak of HOPE noted that he manages several other initiatives and

once employed several staff dedicated to research and evaluation, but the funding streams supporting those
efforts were temporary. When funders changed direction, CEIl was left with only one stafber whose
job responsibilities included evaluation and other focus ar@iskstein 20185 7TEET A ,)) &8¢
tracking software has enabled it to efficiently monitor outputs and outcomes with limited staffing
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requirements, the organization hdseen unable to conduct more complex impact studies due to internal
capacity constraints and a lack of sufficient resourdgf~(2011b; Standiford 2011Bpacing similar resource
limitations, BCC has spread the responsibility for evaluation throughoubtiganization but has struggled

to maintain consistency due to the absence of a single staff member dedicated to managing data analysis
(Berlinger 2011).

Pressure to Meet External Demands

#$&) 06 1 EIi EOAA OAOT OOAAOG £l O rddiifeinddih that &rd notherdssatlBO OOE A O
congruent with their own internal objectives. Theaiso isthe possibilitythat funders will penalize a CDFI

for forthright reporting by reducing funding when the outcomes are not as good as expedigd.issue

arosefor CEIl when its longitudinal assessment of job creation produced some surprising results. While the

study helped CEI to refine its lending prioritiéise resultsprovided evidence to onef itsfundersthat small

business development was not a promising strategy for improwingE T AT | A E indoiBeldvdisOAT O 8
(CEI 2004; Dickstein 2011).

Lack of Consistency in Data and Definitions

HOPE noted the importance of connecting the department responsibteefsaluation to the rest of the

organization to ensure consistency and reliability in reporting (Sivak 2011a). Similarly, CEIl expressed the

AT TAAOT OEAO OEA 1100 1T &£ AOAI OACEIT OOAZEE EAO 1 AED «
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(Dickstein 2011). CEIl also cautioned that data consistency is a challenge when an organization collects data

from different types of borrowers with diversaitput and outcome measures, such as businesses and early

care centers (CEI 2006). Most of the studied CDFIs also noted that inconsistencies in definitions, standards,

and methodologies extend beyond individual organizations and permeate throughout thexaomty

development field. One such inconsistency that we observed is the tendency to classify jobs created as a

result of an investment as both an output and an outcome, with no explanation as to the criteria used for

determining the appropriate category.

Output and Outcome Measurement at the Studied CDFIs

Recognizing the limitations of trying to measure impact, the four CDFIs dedicated most of their assessment

efforts to the more achievable goal of carefully measuring outputs and estimatingpktsomes to tell a

story about potential impact. Table 4 illustrates some examples of the data collected by each CDFI to
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TABLE4: CDFI EXAMPLES OF OUTPUT AND OUTCOWEASUREMENT

BCC A Use of various federal subsidies A Seltreported outcomes from borrowers

A Housing units built A Customers served by new retail

A Childcare slots created opportunities

A Charter school seats created

A Number of individuals receiving other

services
CEl A Loans made A Economic return on investment

A Businesses funded A Household incomes

A Employment training agreements A Health outcomes of residents

A Housing units built A Jobs created and maintained

HOPE | A NumberofOEECE Ei BAAOJ A Positive neighborhood change over time

A Borrowers served by income/ethnicity (using qualitative data)

A Foreclosure counseling recipients A Improved credit scores of individuals whg
enter financial counseling programs (usir]
qualitative dag)

A Jobs created and salaries/benefits
LIIF A Housing units built/preserved A Household income savings

A Child care slots created/preserved A Societal savings

A Charter school seats created/preserve| A Increaseckarning potential of students

A Square feet of facility or commercial A Economic benefits per dollar of support

space created

(Berlinger 2011BCC 2010; CEI 2006; HOPE 2010b; Sivak 2011a; Andrews and Kramer 2009; LIIF 2010b; LIIF
2011b)

The CDFI limitations and challenges discussed above, coupled with other industry research and examination
of CDFI measurement and assessment practices, indicate that the CDFI field continues to struggle with
assessing its outputs and outcomes, let alorseiihpact. Recognizing the limitations associated with

measuring impact, many CDHissteadhave focused their efforts on the more feasible goal of accurately
tracking outputs and estimating key outcomes that can be used to tell a compelling story abteritjzd

impact.

RECOMMENDATIONS FOR NJCC: AN APPLICATION OF INDUSTRY BEST
PRACTICES

Although the four profiled CDFIs have encountedthllengesn producing reliable evaluations of their

work, they also have accumulated a wealth of knowledge regartimg to maximize the effectiveness of

their assessments within these constraints. Consequentljai OA A@GAI ET ACGET T 1T £ QOEAOGA
and implemented practices can provide other CDFIs with guidance on how to most efficiently structure their

® For additional information on specific outputs, outcomes, or methodologies, see Appendices | thigugh

® In this table, jobs created are listed as outcomes only when they are verified and assessed for quality. For the ptihisose of
report, we consider projected job creation as an output and jobs that are verified and assessed for qualilyEeare.
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commercial loans are those that go to womes minority- owned businesses or businesses that are located in distressed
areas €ensus tracts where the poverty rate is 20 percent or greater). For a more detailed explanation, see the HOPE case
in Appendix Il (HOPE 2010a). 1 7




own autput and outcome assessment systems to ensure the collection of robust output and outcome data.
This section summarizes the key lessons learned and best practices from these four organizations and
provides recommendations for NJCC based on this infoiorat These recommendations alsre applicable

to other CDFIstruggling with similar impact assessment challenges.

Best Practice #1: Assign Dedicated Staff to Impact Assessment

Lessons Learned Three of the CDFIs emphasized the importance of having at least one staff

member dedicated to impact assessment, both to ensure that data collection is coordinated and to
centralize dissemination and reporting. LIIF, for example, devotesquraater ofa fulktime

AT D1 TUAAGO OEI A O1 1 O0x héarginga dingle dnpldybd whh thede@ata AT OOU
entry duties, LIIF has been able to maintain consistency in how data is recorded animize the

need to train multiple staff members onth€C AT EUAOET 180 POT EAAO OOAAEET
2011b).

Recommendation for NJC& In order to ensure consistent and quality data collection and analysis,

NJCC should dedicate a staff member to oversee output, outcome, and any potential impact

measurenent and evaluation conducted by the organization. Initially, this staff member should

work with the other staff members to develop protocol and establish a system for collecting,

recording, reporting, and evaluating data. Additionally, this staff mem$leould be charged with

staying current on best practices within the CDFI field, disseminating this information to the rest of

the organization, ensuring borrowers are meeting reporting requirements, and advancing the other
recommendations put forth in thiseport. NJCC should incorporate these duties into the staff

i AT AROSO ET A AARAOAOCEDOEIT T Arefers@AhovArudhimOhaud BeOOOA R  x
spent on these activitiesAt minimum, NJCC should allot 20 staff hours per week to this task.

Best Practice #2: Develop an Organizational Culture around Impact

Lessons Learneq The studied CDFIs agreed on the importance of prioritizing impact assessment

at all levels ofhe organization. In addition to dedicating staff to the measurement effort, high

quality assessments must be a visible prioafOEA T OCAT EUAQOET 160 1 AAAAOOEE!
communicates their value to the rest of the organization. Individually, the €béted several

methods for creating such a culture of measurement.

A Incorporation into Organizational GoatsLIIF and HOPE encourage evaluation by
establishing organizational benchmarks and targets in their strategic plans that are
structured arouncbutput and outcome data. For example, LIIF has developed atemg
Ci Al O OITAETEUA TTA AEITTEIT AlT11AO0O0 O OAOC
staff members seek to meet this goal they also are motivated to consistently measure the
outputs and outcomes that will be used to determine when the goal has been achieved. At
HOPE, the senior executives work with the evaluation staff and production managers to set
Al Obl OAOA AT A ET AEOEAOCAI GAOBAOO #ekkdol OEDEBAO]
offer in each lending area (Sivak 2011a).

A Development of Systems to Encourage or Require Participation in Assessment Effdtes
also uses output and outcome goals to motivate and evaluate employees by incorporating
these goals into staff wdrplans. Managers and directors have annual output and outcome
goals, and are evaluated based on their success in meeting them. In addition, directors
generate and review output and outcome reports quarterly to inform staff of whether or not
they are ortrack to meet their goals and allow time for the implementation of strategy
adjustments (Standiford 2011b). HOPE produces quarterly reports that its board and senior
AoAAOOEOAO AOAI OAOA O1 A1 OOOA EOO AADAOOI Al OC




and meeting annual targets. Prior to the financial crisis, HOPE linked staff bonuses to social

and production targets, such as loans to womeand minority-owned businesses (Sivak

2011a).CEl established requirements to ensure that each party involvadpact

assessment (i.e. staff, borrowers, investors, etc.) fulfills its responsibilities. For example, CEl
Ventures used its investment agreements to require portfolio companies to provide a

significant level of social impact data (Dickstein 20Xtlalso incorporated a structured
OFEAAAAAAE 111 P66 OEOI OCE xEEAE EO Al OOOAA AAOE
reported data in a consistent fashion apcbvided feedback on the techniques and metrics

used by CEl to collect da{€EI 2006).

A Sharing of Responsibilitieg BCC promoted a broad culture of measurement by

incorporating this work into the job responsibilities of numerous staff members (Berlinger
2011).

A Staff TrainingzSeveral of theCDFIsstressed the need t® OT OEAA OAlghndOAT O OOAI
OAOOAET Ei ¢ch AOPAAEAI I U xEOE 1T Ax OWde&£LE DAI DI Aé
understanding of evaluation terminology and methodologies, ensure the collection of
consistent data, and further an organizational culture that prioritizes impapbrting
(Dickstein 2011).

Recommendation for NJC& The staff member responsible for overseeing impact assessment for

NJCC should work with senior staff to help develop an organizational culture around impact. In
addition to identifying ways for senior staff to highlight the value of impact measurenbeiite rest

of the organization, this should include developing a plan to incorporate impact assessment into

. *##60 AOAOUAAU AAOEOEOEAOS 7A OAAT I 1T AT A OEAO
method for establishing annual organizationalitput and outcome targets, (2) a process for

training staff on the importance of impact assessment and its role in the organization, (3) a system

for regularly reporting outputs and outcomes to staff members, and (4) a process for using output

and outcomedata to set and adjust organizational targets and activities. NJCC also should consider
adopting individual and corporate social output and outcome targets and offering financial

ET AAT OEOGAO OF OOAZ£EZ£ 1 Al AAOO xEIT Bbrldapaci®tei OA OAOCA
impact assessment grows, the organization should annually review and adjust its plan for creating

an organizational culture of impact.

(@}

Best Practice #3: Recognize Distinctions between Internal and External Data Needs

Lessons Learned CDFIs must be cognizant of the potentially different types of data required to

satisfy internal and external purposes and not allow one to overwhelm the other. Internally

develoedi AAOOOAO AOA 1 EEAIT U O Al ECT tived BdvevAritieOAT U x E
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capacity to collect the data it needs for its own strategic decision making. The case study

organizations cautioned against allowinlgis to happen. For example, even when CEIl was

compelled to focus increasingly on producing metrics for external purposes, the organization

adamantly emphasized the internal value of impact assessment and worketigiothe externally

requested metricsvith internal needs. Additionally, CEI stressed the importance of transparency,

even if an evaluation revealed that goals had not been met or that investment strategies had been
misguided. If funders respond negatively to such findings, a CDFI shouldrrearamitted to using

the data internally, to reflect upon and refocus its program goals or strategies (CEI 2006; Dickstein

2011).

Recommendation for NJC& While it will be necessary for NJCC to continue reporting output and
outcome data requird byexternal funders, the organization also should develop internal measures
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evaluation practices to determine whether its current activities are having the @egeand desired
AEEAAOOR O AAOOAO OAOGCAO OEA 1 OGCATEUAOGEI T80 ETO
adjustments. Additionally, NJCC should engage in a continual dialogue with the external entities

that require outcome information, to educatdvém about the resource burden that such demands

place on CDFIs and to encourage them to align their information requests with existing internal

measures. NJCC also should participate in a broader dialogue about assessment practices with

other CDFls, in @er to cultivate a set of industrwide best practices.

Best Practice #4: Create a Customized Output and Outcome Tracking Database

Lessons Learned Several CDFIs have invested in customized databases to advance their impact
assessment work. LIIF, fekample, has a Project Statistics Tracking System (PST&ihich it

enters output and outcome data when a loan is closed or a grant is commifieid.customized

system, developed i | OOAh EO 1 ET EAA &raking $y3teind o thiedch 16aE1 C AT A
is tied to a corresponding set of output and outcome statistics (LIIF 20BH®ause the system is

designed to enable queries, staff members are able to quickly generate output and outcome

summaries that meet a variety of reporting and marketidemands (Standiford 2011b). Given that

a wellfunctioning system can significantly reduce the need for staff resources, CDFIs should be able

to justify up-front investments in the development of such a system based upon-tenm gains in

efficiency.

Recommendation for NJC& NJCC should invest in a customized project tracking system that
maximizes the collection of appropriate output and outcome variables while minimizing staff time
required for data collection and analysis. Such a system shoulddegrotocols for data collection,
recording, and reporting that specify what is required of staff and borrowers. The protocols for data
recording will require the selection of software and storage systems. NJCC may benefit from
investment in a customizi project tracking system that stores projet#vel dataandcan be easily
gueried to generate output and outcome reportSince the creation of such a system involves a
significant upfront commitment of money and time, NJCC should develop interim protscto

ensure that output and outcome data is not lost during the transition period to the new system.

Best Practice #5: Use Confirmed Methodologies to Extrapolate Outcomes from Outputs

Lessons Learned To maximize its ability to estimate impact]IE has strategically identified
outcome measurements that can be estimated by applying findings from rigorous and widely
accepted academic studies to key outputs. Employing this method of estimating outcomes has
enabled LIIF to tell a compelling story@lt its potential impact without having to fund multiple
costly and complex impact studies (Standiford 20118)r example, by relying on research findings,
LIIF estimates that for every $1 it invests in child care, $4 is saved in downstream costgty soci
(e.g.,welfare and juvenile justice costs). Using this information, LIIF calculates the estimated
societal benefit of a funded child care center by multiplydde A A Anhu@lbgedaiihg expenses
by $4 (Andrews and Kramer 2009; LIIF 2011b).

HOPEis another CDFI that uses externally collected data to understand its outcomes. By geocoding

its mortgage loans and mapping them to identify economically distressed census tracts, HOPE is

able to determine the extent to which it is serving communitiefhvihe greatest need. HOPE also

OOAO POAIT EAT U AOAEI| HAIEAKEAE AR thd éabbfiddc@ih®dile A OOAI
average wage of jobs provided by the businesséisancesto the amount that an individual needs




to survive without pilic or private assistance (Sivak 201faBCC, meanwhile, relies heavily on

external data that documents redevelopment patterns to ensure that it funds projects and

communities that otherwisevould havebeen subject to underinvestment. The organizatio
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Warren Group (a real estate analyst) to assistsiassessment of housing conditions in and around

Boston (Berlinger 2011).

Recommendation for NJC& NJCC sbhuld strategically use externally collected data to better

understand the outcomes of its work. Externally collected data can be combined with internally
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constraints. NJCC should focus on gathering and applying two types of externally collected data:

(1) locationspecific descriptive statistics collected on a regular basis by organizations such as the

U.S. Census Bureau and (2) study findings from resed&dhA OAT O O1 . *##80 x| OES8
locationspecific descriptive statistics to understand neighborhood and demographic change in the
geographic areas in which it invests, and it can apply relevant study findings to key outputs to

estimate outcomes. Thee methods of estimating potential outcomes are further detailed in the

investment sectorspecific recommendations outlined later in this report.

Theability to useacademic researcto estimate CDFbutcomes undescoresthe important role

that externalresearch can play @DFlimpact assessment. NJCC staff should make a concerted
effort to stay informed on emerging research related to the fields in which the organization
operates €.g.,affordable housing, neighborhood stabilization, early care, and charter schools) as
well as research related to best practices in CDFI impact assessment. While investmera aie
research can help estimate outcomes and guide future investment dexssresearch on CDFI
impact assessment can provide opportunities for NJCC to improve upon itsr@atnics. One area

in which best practices from other CDFIs may be especially helpful for NJCC is in developing job
creation and job quality measurementskay area that is outside the parameters of this report.

Best Practice #6: Track Efficiency Measures in Addition to Outputs and Outcomes

Lessons Learneq LIIF tracks efficiency measures that are useful in reinforcing the rationale behind

its investmentsAT A AAT T 1 OOOAOET ¢ OEA 1 OCAT EUAOQGEI 180 AEEAI
efficiency measures include capital deployed per dollar of net public support, dollar amount of

development generated per dollar of net public support, economic benefits to sopier dollar of

net public support, and net cost per dollar of capital provided (LIIF 2010b). BCC uses data on

subsidies received by funded projects to establish that the projects in which it invests are in serious

need of funding and would not have gof@ward without its involvement (Berlinger 2011).

Recommendation for NJC& In addition to output and outcome measurements, NJCC should

AT 1T OET OA O1 AAI AOI AGA AT A OAPI OO0 AEEZEAEAT AU | AAO
ability to deployfunds to achieve maximum impact. In addition to the efficiency measure that it

already reports, such as the dollar amount of loans closed and funds leveraged, NJCC should

consider measuring and reporting additional measures such as funds leveragedliperodcubsidy

and net cost per dollar of capital provided.

Best Practice #7: Udgoth Qualitative and Quantitative Measures

Lessons Learned All of the CDFIs analyzed for this report use a combination of both quantitative
and qualitative data to conwethe social outcomes of their activitie€EI supplements its
guantitative data by conducting focus groups to gain a clearer perspectitheimpactits

8 See Appendix | for a thorough explanation of the use of the sdfficiency standard by HOPE.




programs haveon their beneficiaries (CEI 2006). To supplemishewly implemented output and
outcome survey, BCC conducts annual interviews with its borrowers to capture data that is not
easily obtained via the survey tool (Berlinger 2011). Both HOPE and LIIF interspeitsetaie
DACRAOAAAODO OOT Odfivk Gafa inthEipEblisNed Aninu@lEeports (HOPE 2010b; LIIF
2011a).HOPEevenhires a professional writdp draft their stories These stories are very effective
for fleshing out the impacharrativethat the organization begins to tell with quantitae data.
Additionally, HOPE highlights very brief success stories for each of its primary lending areas in its
internal quarterly reports (Sivak 2011a). Similarly, LIIF incorporates a personal feel into its annual
reports by presenting stories aboutrlding activities, but it further strengthens the impact of these
stories by providing related output and outcome statistics (LIIF 2011a).

Recommendation for NJC& NJCC already incorporates success stories into its annual reports and
should continue talo so. Furthermore, NJCC has conductedépth case studies for some of its
activities in the past. However, NJCC should more effectively incorporate its quantitative output
and outcome measurements into these case studies. By combining the two, ¢famiaation could

tell an especially compelling story. Furthermore, NJCC should consider collecting qualitative data
on a more regular basis. For instance, regularly administéoiieg, openended questionnaireto

OET OA Ei DbAAOAA A Ue.totesidefisdf affdrd@bledausing Lindsr groRerty
owners surrounding rehabilitated properties) will provide NJCC with easy to use and relevant
gualitative data. Additionally, NJCC should consider usindapth case studies for oreff projects
orinvestment areas where output and outcome measurements cannot be standardized, such as
with New MarketsTaxCredit transactions.

Best Practice #8: Use External Evaluators When Appropriate

Lessons Learned Most CDFls lack the internal capacity to conduct rigorous impact assessment

studies and, as evidenced in the analyzed case studies, many struggle with consistently measuring

and reporting output and outcome data. If hoping to condpobvenimpact assesment, most

CDFls will need to commission external evaluations. Even when measuring outputs and outcomes,

CDFls may find value in consulting with outside experts or enlisting-fhartly evaluators. External

evaluators can provide CDFIs with the assesst expertise necessary to more fully develop high

guality measurement methodologies and programs. For example, to evaluate one of its non

lending activities the policy advocacy work of its Mississippi Economic Policy Center (MEPC)

HOPE contracted withrmexternal advisor to help develop program goals and objectives as well as
measurable indicators for each objective. This evaluation included the development of specific data
collection tools and a comprehensive evaluation plan. The external evaluatasumed progress

through document reviews, MEPC quarterly reporting forms, interviews with MEPC staff and key
OOAEAET T AAOOh AT A A OOOOAU T £ -%0#860 AI 1T OOEOOAT O
OAOAAOAE AT A AT Al UOAO itdddvacady efforts fopsociaiipicyciaye& A ££AA O
(PRG 2009). CEl also has commissioned several studies by academics and more broadly recognizes

the value of using external evaluators to provide guidanciédsetaff in improving its methodology

and creating constency and standardization across the field (CEI 2006).

Recommendation for NJC& NJCC should periodically contract with external evaluators who can

conduct more indepth outcome, and potentially impact, assessments. Commissioning external

AOGAI OAGET 10O xEIl AA AOPAAEAI T U OOAAEOI ®&ih@ DOl EAA
vary significantly from one project to another and inhibit the ability of the organization to collect

standardized data. Furthermore, external advisors or researchers who are experienced in the field

of impact studies can work with the organizatido develop NJCGpecific tools for measurement.

For instance, NJCC may wish to partner with an external evaluator or researcher to conduct a

1TT CEOOAET Al OOOAU T &£ #!'0#80 1T AECEAT OET T A OOAAEI




Jerseyspeciic multiplier that NJCC can use to estimate increases in property values for properties
surrounding formerly foreclosed and rehabilitated properties. NJCC also may decide to contract
with an education expert to conduct a longitudinal assessment of aqaér charter school
investment. This evaluation could involve implementing a-faned postloan alternative school
performance evaluation, or a longitudinal study tracking individual student performance throughout

their academic career at a NJ@i@ancedAEAOOAO OAEIT 11 8 51 AT OAOAAI Uh A
can benefit from more advanced, lorigrm evaluations. Evaluations by academic researchers also
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however, NJCC must determine in which areas of its work, and for which specific purposes, an
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Best Practice #9: Customize a Measurement System to Meet Un@gmanizational Needs

Lessons Learneq Although some basic output measurements are consistent among all of the
studied CDFIs, each CDFI has developed its own unique mix of outputs and outcomes to meet
organizational needs. For example, LIIF is curkeimithe process of developing less common

output and outcome measurements for its green building financing activities that may include total
utility cost savings and percent reduction in utility costs (LIIF 2011b; Standiford 2011b). While other
organizaions may have no need for these types of measurements, they are important for LIIF
because they relate to the evaluation of a new investment area. This example demonstrates why
outputs and outcomes should be customized for each organization, as selagtimppropriate

I OODOOO AT A 1T OOATI AO xEI1T AAPATA 11 A1 1T OCAIl EUAO
Recommendation for NJC& NJCC should develop and implement a customized measurement
OUOOATI OEAO OAEAO ET O AAAT Oméntateesfand capacky EUAOEIT 1 6
constraints. The following sections of this report provide a key starting point for the development of
this system by recommending output and outcome measurements and techniques for four of
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schools. Given that it will be difficult to implement all of these detailed recommendations in the
short-term, NJCC should carefully prioritize specific outputs and outcomes for early

implementation. When establishing priorities, NJCC should consider the feasibility of data
collection, staffing constraints, and what is most important to the organization. For example, NJCC
may want to focus its assessment efforts on the investment areas it expetts most active in

during the coming years or on investment areas in which additional assessment would be especially
useful in guiding future investment strategies.




PART II: INVESTMENT AREA RECOMMENDATIONS

In the following section w outline specific recommendations four sectors thatare key investment areas
for which outputs and outcomeshould be monitored to improve and expand NJCCs assessment
methodology. NJCC shouldlsocontinueto record data foother lending activitiesd.g., square feet of
commercial space financed for economic development projects, square feet of facility space created for
community facilities projectsguality job creationgtc.)which are outside the scope of this report
Additionally, NJCC should search new measurement techniquesrifineits current processesn an
ongoing basis

Introduction
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annual income on housing cost$n other words, housing is affordable when a household can pay for it

without difficulties affording other necessities (HUD 2011). Affordable housing developers usually aim to

serve households with incomes at or below 50 or 60 percent of the area miediame (AMI) of a given

community. This target is largely due to the prominence of Limasome Housing Tax Credits (LIHTCs)

among federal affordable housing funding strategies: LIHTCs have been used to construct over 1.5 million

rental housing units, famore than any other affordable housing program (Burge 2011). To qualify for

LIHTCs, a developer must either (1) affordably provide at least 20 percent of its units to tenants with
ETATTAO AAT T x Yo PAOAAT O 1 £ OE fkasOd ieieéniobit®unitsto) 1 O j wq
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market rate housing is in another. Moreovéra community has a median income that is under 60 percent

of the median income for its metropolitan statistical area or county (the areas for which AMI is tabulated), a
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development across the street from it. While the political definition of affordable housing is relative and can

be exploited, the need for truly affordable housing developments for lcimebme populations remains

absolute and welkstablished. As of 2005, 17 million American households spent over 50 percent of their

incomes on housing, well above the point at whighS. Department of Housing and Urban Development

(HUD) indicates a household may be cestirdened (Schwarz 2008). Newrdey is among the states with

the greatest need for affordable housing: the monthly rate for the average manktet, two-bedroom

rental unit in the state ($1,264) exceeds the affordable level of monthly rent for its average renter ($885) by

almost $400.In over ten New Jersey counties, the mean wage of renters is under 60 percent of the wage

they would need to afford a twdedroom apartment at faimarket value (NLIHC 2010).

The continued output of affordable housing is critical to ensuring that moeevNersey families are able to
attain shelter without incurring economic hardship. In addition, the development of-lyiglity affordable
housing has other benefits that extend beyond cost of living considerations. Research consistently finds
that high-quality affordable housing improves the quality of life of its {oweome occupants in multiple

ways, especially as it relates to health outcomes. Studies further show that iimtamne areas, quality
affordable housing developments are associated witsitive changes in their surrounding communities,
such as increases in property values and reductions in crime. Many of these studies are detailed in the
following section, and collectively they provide an argument for the importancargénizationsthat not

only facilitate affordable housing, but also ensure that such production (1) is truly affordable, (2) is of high
quality, and (3) targets the areas that stand to benefit the most from it.
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closed over 98 housing loans that tééa over $41 million (NJCC 2Q1MBecause the need for stable

affordable housing is so great throughout thea, NJCC can be confident that its focus on lending in this

area is filling a critical need. NJCC already collects basic data to track its housing outputs and the changes
occurring in the communities surrounding the developments it funds. Nonethele¥S(\can expand its

assessment of the outcomes of this key investment area to better understand its value to the individuals

occupying the units (including if these units are helping them to save income) and whether it is targeting the
communities that havehe most to gain from quality housing developments.
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the shortterm recording of NJCC investments (and who exactly is benefiting from them inititiily)orief

and occasional analysis of communigvel data in geographic areas of investment, and a shortiime

survey of incoming residents of rental properties that have been built due to NJCC loans. Furthermore, the

studies highlighted below willase the burden on NJCC staff of conducting their own exhaustive evaluation
processes. Instead of collecting extensive, longitudinal data on the outcomes experienced by impacted

families and communities (which is unfeasible given capacity and funding intt), NJCC can collect one

time indicators relating to these beneficiaries and connect these indicators to those in the existing research
outlined below. Once collected and compiled, NJCC can use this data to guidé@gsa strategic

planning, demastrate its results to borrowers, and attract resources from both public and private funders.

Benefits of Affordable Housing: Individuals

Many scholars have attempted to identify the impacts of affordable housing developments on the

individuals and fanilies that occupy these developments. While not all of the studies have produced

conclusive or universally positive results, they generally indicate a positive net effect of affordable housing

on occupant quality of life indicators. These positive olitchO A OA DOEI AOEI U OAI AOGAA Ol
health, education, and available income.

Research links health outcomes of families more closely to quality affordable housingatseay other

variable. Krieger and Higgins (2002) indicate a number of substandard housing features that relate to the
spreading of diseases, including lack of safe drinking water, absence of hot water, ineffective waste disposal,
inadequate food storage, ahpresence of infectious animals. They link damp, cold, and moldy housing to
rates of respiratory illness and asthma, and link household overcrowding with rates of tuberculosis. They
also address mental health concerns related to substandard housinggding relationships between damp,

cold housing and poor mental health and between overcrowding and psychological distress. The authors
propose thatthe development ohealthy affordable housing is a necessary solution to these negative
outcomes.

Poor halth outcomes are associated with substandard housing in other studies as well. Mueller and Tighe
(2007) find that residents of public housing designated for redevelopment (i.e. substandard units) have
worse perceived health status and far more casesstfiraa than residents of other publicly assisted

housing. These researchers link substandard housing to a number of health concerns, ranging from fire
related injuries to headaches and coughs to psychological stress and depression. Matte and Jacobs (2000)
discuss the prevalence of lead poisoning in substandard housing and the exposure to allergens and vermin
created by structural defects and old carpeting. Additionally, the Center for Disease Control and Prevention
find a relationship between unaffordableousing and negative health outcomes for children, including
failure to receive preventative health services, failure to have a primary health care provider, and increas
exposure to sexual assault and violence (Harkness and Newman 2005).
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Scholars hag also studied the relationship between affordable housing and education. Although this

literature is less broad than that related to health outcomes, it does provide several ties between affordable

housing and education. For example, research has shbatrhousing overcrowding reduces high school

graduation rates and increases school absences, although the magnitude of this impact is not well

established (Mueller and Tighe 2007). Quality affordable housing also provides familial stability and can
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educational achievement (Lubell and Brennan 2007; Mueller and Tighe 2007).

Finally, as previously noted, a primary justification for affordable housing ldgweent is to reduce the

economic hardships that lovncome individuals face when their costs of shelter account for over 30 percent

of their income. Studies indicate that residents of LIHTC affordable housing developments experience at
least some shorterm rent savings, though they do not typically match the savings that developers receive

by using LIHTCs (Burge 2011). Nevertheless, these savings do provide households with additional funds and
help establish the stability needed to attain other basicessities that are critical to enhancing positive

family outcomes such as quality food, medical care, and education (Matte and Jacobs 2000; Krieger and
Higgins 2002; Harkness and Newman 2005; Mueller and Tighe 2007; Pollack, Griffin and Lynch 2010).

Beneits of Affordable Housing: Communities

The benefits of affordable housing are not necessarily confined to its occupants. Indeed, the improvement
of entire neighborhoods is a foremost reason for the creation of affordable housing. Unfortunately, due to
the vast amount of interrelated factors that create change at the neighborhood level, it is implausible to
prove that an individual development has had its own distinct impact. Furthermore, affordable housing can
have varying community impacts depending the type and quality of development and on what the
development is replacing (Ellen 2007). Still, studies have demonstrated noteworthy trends between
affordable housing and neighborhood improvemenprimarily in the realms of property values, crime rates
and economic growth that justify affordable housing development.

In a study of affordable housing in New Y@&Hky, Ellen et al. (2006) find that affordable housing

construction in economically depressed communities is correlated with a rise in houslimgs to levels
approaching the values in more stable adjacent areas. They find that these increased values sustain
themselves over time and increase with the size of a development. Mallach (2008) expands on this idea by
establishing that demand for haing, if triggered in an equitable way, is the primary driver of community
change. Mallach argues thab@munity Development Corporations (BC9 can create this demardand

can direct the resulting opportunities to laimcome community residents through improving the housing

stock of the community and simultaneously maintaining its affordability. Nguyen (2005) reviews 17 earlier
studies on this relationship that were conducted over a wide range of years and locations, and for a variety of
types of affordalle development. She finds that, while none of the studies suggest that affordable housing
alone can improve surrounding property values, most find a positive correlation.

Freedman and Owen (2011) analyze the effect of LIHTC projects on neighborhoodrchiige-poverty

census tracts. In these tracts, they find that developments spurred by LIHTCs are related to a significant
reduction in robbery, assault, and overall violent crime of approximatetypercent. The authors also
estimate that this reductin in crime generates over $12,000 in annual savings per unit developed within a
community.

Finally, affordable housing development creates construction jobs for members of the communities in which
the development is located. Determining how many oésle incubated jobs actually go to community
members is challenging, but studies have attempted to quantify the other stesrh benefit of this

investment to the community at large. One such analysis, completed in Memifitnils that every $1 million




invested in new affordable housing construction generates an additional $1.4 million in indirect spending in
the local economy. The study al§ndsthat the combined economic value of the initial and indirect
investments spurs the creation of 28 additionabg and over $750,000 in new earnings within the
community (Kolbe et al. 1998).

Where to Build Affordable Housing

As a leader in the field of affordable housing, NJCC should be aware of the debate among scholars and
practitioners on where policy makers and builders should concentrate new affordable housing development.

One movement, typically referred to as regiorsath or poverty deconcentration, argues that affordable

housing should primarily be built in middland uppetclass areas. Currently, the majority of LIHTC units are

built in poor neighborhoods (Mbulu 2001; Burge 2011), and regionalists argue that thispeepetuates

poverty concentration and the negative social outcomes with which it is associatgd lfigher juvenile

delinquency rates antbwer educational outcomes) (Orfield 1997; Turner 1998). In this school of thought,

wealthier communities shadAA T AT ECAA O1 b Oof IévEndolne Idishdso thad ae\pEdd OE A O A
have increasing opportunities to leave impoverished inoity and firstring suburban communities and

relocate in places with higher quality schools and employment opporiesiOrfield 1997).

In turn, community development advocates argue that affordable housing should be built #inkme
communities because those areas are where the need for quality affordable options is highest. According to
this perspective, manylw-income community members demonstrate a preference to stay in their
communities. By building quality housing that these households can afford, developers cater to this
emotional attachment to a place while concurrently improving the conditions of tresamunities.

Further, because regionalists primarily seek to relocate a small percentage of the poor, some suggest that
they do not provide any solution for the majority of the poor that will inevitably remain in impoverished
communities (Goetz 2003; Imbscio 2006).

This report does not recommend that NJCC use its evaluation process to determine specific geographies or
demographic conditiongn which to target its lending, as there are wétlunded arguments on both sides of

this debate. Still, while rither approach supersedes the other enough to warrant a specific
recommendation, each may provide NJCC staff with a better understanding of the varying effects its loans
may have on individuals in the widely diverse communities in which NJCC operategthihg, these

arguments collectively suggest that NJCC should actively continue to channel its resources to a wide range
of environments, so that it will address the need for quality housing options iridoame areasndthe

need for greater opportunies for lowincome households to move to highémcome areas.

Recommendations for Measurement

The proceeding table provides a series of outputs and outcomes that we encourage NJCC to measure to
understand and convey the social value of its affordabladiiog financing. First, the table lists several basic
outputs for NJCC to either begin tracking or continue to track, such as projects closed, units developed by
OUPAh AEEI OAAAEI EOUR AT A AT11AO0O0 ET OAO®éiscohey | AOA O/
the extent ofits investments, the additional variables in the table will make its data more robust, detailed,
and useful in strategic planning of investments. Further, by including data on occupancy rate and tenant
income, NJCC will take amportant step toward understanding not only how mueffordable housingts
borrowers arebuilding, but alsowhom that housings serving and how much it is reaching those in deeper
levels of poverty. Most of these outputs can be attained via the pradostatements of NJCC borrowers
and a few minor reporting requirements.
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These recommendations also include the tracking of outcomes for individuals in-NG@e&d housing,
including changes in income savings, health, and general quality of life attayneaolbing into new units.
These variables are based on the outcomes most strongly associated with housing improvements in
scholarly research. This outcome information will tell a story of how people are truly affected byyNICC
lending, allowthe organizdion to assess where its impact on families is greatest, and provide information
that its borrowers can use for their own planning and reporting. NJCC can collect thigialtita
guestionnaireprovided in Appendix ¥obr occupants of new developments

Finally, the table includes recommendations for measuring community outcomes, including temporary and
permanent jobs created in the community and changes in community characteristigs ¢rime rates,

property values, and education and employment rateBy. linking this data to studies on the general effects

of affordable housing on surrounding areas, NJCC can make reasonable claims that its own developments
are providing social benefit to surrounding neighbors. NJCC can track job creation data through
relationships with its borrowers and can track broader community trends by occasionally analyzing
demographic data from a variety of sources that range from local police departments to the American
Community Survey. Collectively, the efforts identifiectliis section are feasible to collect, and doing so will
give NJCC a significant resource for improving its investing and for reporting on the importance of this work.



TABLE 5: HOUSING VARIABLE















































































































































































































































































