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ABSTRACT 

The Low-Income Housing Tax Credit (LIHTC) provides a subsidy to developers 

who construct housing with maximum tenant incomes and contributions towards 

rent. The designation of a metropolitan area as a Difficult Development Area (DDA) 

by the U.S. Government increases the generosity of the subsidy that private 

developers receive under the program, but does not increase the aggregate dollar 

amount of tax credits available to be allocated. Regression discontinuity methods are 

used to compare how DDA designation affects the quantity, composition, and 

location of LIHTC units based on the restriction that no more than 20% of 

metropolitan areas can receive the designation annually. Results indicate a 

significant reduction in LIHTC subsidized construction occurs at the 20% population 

limit, although increases the share of subsidized units located in higher-income 

neighborhoods.   
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I. INTRODUCTION 

The United States government spends over $50 billion per year subsidizing the rent of low-

income households (US OMB, 2015). These expenditures represent a combination of subsidies 

targeted to individual households (i.e., tenant-based) and suppliers of housing (i.e., place-based). 

Research has generally shown that tenant-based subsidies are more cost-effective in providing 

housing services to low-income households in most housing markets (Olsen, 2003; Olsen and 

Zabel; 2015).  However, recent research also suggests tenant-based subsidies may at least 

temporarily increase the housing rent of unsubsidized households in inelastically supplied 

housing markets (Susin, 2002; Eriksen and Ross, 2015). Place-based housing subsidies may 
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