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EXECUTIVE SUMMARY

This policy brief explores the issue of and potential solutions for workforce housing in Hanover, New
Hampshire. The Upper Valley region is predicted to be in need of an additional 10,000 housing units
by 2030, simply to meet ongoing demand for affordable housing.' The lack of affordable workforce
housing drives Hanover employees to seek accommodation in surrounding towns, with some
commuting as far as an hour each way. This problem has resulted in a labor shortage for local
employers; currently, the Dartmouth-Hitchcock Medical Center (DHMC) struggles to find workers
to fill approximately ten percent of its workforce positions.” Furthermore, many Dartmouth College
employees and workers at local Hanover businesses must also commute long distances due to
unaffordable market prices.

The Town of Hanover seeks to alleviate this housing crisis and is currently developing a revised Master
Plan. Potentially applicable solutions successfully implemented in Santa Cruz, California, Minneapolis-
St. Paul, Minnesota, and Woodstock Vermont are increasing comprised of mixed-use housing and
accessory dwelling units (ADUs). In addition, regulatory and legislative reforms such as inclusionary
zoning mandates for new developments and a less restrictive definition of family have relieved some
of the barriers to the development of sustainable workforce housing projects. Additional solutions
include a moratorium on short-term rentals, developing a Community Trust, and employer-sponsored
housing.



1 INTRODUCTION

The U.S. Department of Housing and Urban Development (HUD) defines affordable housing as
“housing on which the occupant is paying no more than 30 percent of gross income for housing costs,
including utilities.”” Our report focuses on workforce housing, which is most often defined as
“households that earn too much to qualify for traditional affordable housing subsidies. .. with incomes
between 80 and 120 percent” of Area Median Income (AMI).* Households that qualify for federal
subsidies earn below 80 percent AMI. Our report focuses on a subset of affordable housing that
houses people who earn between 80 and 120 AMI, thereby making them ineligible for federal
subsidies. Given that these residents are unable to find housing at market-level prices, our research
has identified workforce housing as the most pressing need in Hanover, New Hampshire.

Hanover has long struggled to meet the high housing demand for its workers and residents. Student
housing, landlord monopolies, vacant houses, short-term rental housing, and restrictive zoning laws
have all contributed to limited affordable workforce housing. Hanover is situated at the heart of the
Upper Valley, a region composed of New Hampshire and Vermont towns surrounding the
Connecticut River.” The town is uniquely positioned in its proximity to the two major employers in
the Upper Valley region: DHMC and Dartmouth College, which are also two of the top three
employers in the entire state of New Hampshire.

While Hanover is a major contributor to the Upper Valley economy and attracts many workers to the
region, many of the people working in Hanover are unable to live in the town itself due to the high
housing prices. The Town of Hanover recognizes that this issue must be addressed and is working to
develop a Master Plan to increase affordable housing in hopes of reducing the cost burden that many
regional employees face.

2 PURPOSE STATEMENT

The purpose of this report is to present research that will help Hanover assess its housing problem,
particulatly concerning the lack of workforce housing, in four ways. First, this report will assess the
current scope of the housing problem in Hanover. Second, it will then evaluate contributing factors
to the housing shortage. Next, this report will examine case studies to explore successful solutions in
other areas of the country and assess their applicability for the Town of Hanover. Finally, we will
present these potentially applicable solutions to the Town of Hanover.

3 METHODOLOGY

To understand the size and scope of the issue within Hanover, we began by reviewing relevant
literature, such as briefs published in the Dartmouth College Rockefeller Center for Public Policy
Research Shop, newspaper articles, legislation, real estate reports, reports published by local non-
profits, and press releases. We then identified and met with key stakeholders. These included town



officials and local nonprofit leaders working to alleviate this housing shortage, as well as Hanover
employees, residents, and students who are most directly impacted by the housing shortage. Then, we
conducted interviews with these stakeholders, from which we extracted key insights about community

needs.

To develop best practices and strategies for affordable housing initiatives, we identified areas across
the United States that have successfully addressed these needs. These case studies had similar attributes
to Hanover, such as geographic proximity, socioeconomic demographics, and a university and hospital
as major employers. We spoke to individuals involved in the implementation of housing solutions in
the locations of our case studies and extracted insights about which solutions would be viable for
Hanover. Santa Cruz, California and the Minneapolis-St. Paul, Minnesota are both home to colleges
and hospitals that have a major impact on the region’s labor and housing markets. Santa Cruz also has
implemented higher density mixed-use housing initiatives that have been successful in generating more
housing and its school district is exploring an employee-sponsored workforce program that might
benefit Hanover. Minneapolis-St. Paul was selected as a relevant case study because of the recent
implementation of more inclusive legal definitions to amplify affordable housing stock. They also
increased the number of unrelated persons that can live in the same unit. Our third case study is
Woodstock, Vermont. It is located twenty miles from Hanover and shares similar socioeconomic and
cultural demographics. Local government leaders have found success by collaborating with a local
non-profit. Woodstock has also successfully passed limitations on short-term rentals, a problem that
Hanover currently faces. In Section 6, we present our analysis of the affordable housing initiatives

implemented by three case studies.

After reviewing these findings, we synthesized evidence of potentially applicable and transferable
solutions to mitigate the negative impacts of the problem at hand. Housing has a direct impact on
numerous interconnected groups—students to the workforce to the elderly to those living below the
poverty line. Our team prioritized a human-centered research approach to identify needs, evaluate
case studies, and generate recommendations. These efforts are crucial in gaining a better
understanding of the issue through learning from multiple perspectives, identifying crucial knowledge
gaps, and evaluating potential areas for synergies. We ultimately concluded that to best serve the
Hanover community, we should direct the scope of our research to focus on workforce housing.



4 THE SCOPE OF THE PROBLEM - THE NEED FOR HOUSING IN
HANOVER

Hanover is at the center of a regional housing shortage. Across income levels, Upper Valley residents
are severely impacted by the lack of housing stock. Demand is so great that an additional 10,000 units
will be needed by 2030 to meet housing demand in the Upper Valley region.” Such high demand
incentivizes landlords to increase rent prices above market level, and the presence of Dartmouth
College students exacerbates the housing crisis as they are able and willing to pay inflated rates. Under
these circumstances, the need for affordable housing is especially pressing.

4.1 HOUSING DEFICIT IN THE REGION

One-third of Upper Valley households are considered cost-burdened, meaning that they spend over
thirty percent of their income on housing.” Individuals who earn less than 80 percent of the area’s
median income qualify for housing subsidy programs such as Housing and Urban Development
(HUD) funded housing vouchers.” However, the group referred to as the “missing middle,” who earns
between 80 and 200 percent of the AMI cannot afford market-rate rentals without spending over
thirty percent of their income on rent. In Hanover, workforce housing is defined as between 80 and
120 percent of the Grafton County Area Median Income — $69,920 and $104,880."" These individuals
fall in this “missing middle” category and struggle to find housing in Hanover as they seek below-
market rentals or subsidized housing to avoid being cost-burdened."

4.2 COST OF HOUSING

A major factor contributing to the “missing middle” being priced out of housing is the high cost of
land in Hanover. The disparities between the cost of land in Hanover and Claremont, Enfield, and
Springfield, three Upper Valley towns with high Hanover workforce populations, are stark. See Table
1 below for information regarding the number of commuters and miles commuted to Hanover. The
median price per square foot for a Hanover listing was $302."> The median price per squate foot of
Claremont, Enfield, and Springfield are $92, " $183,"* and $103" respectively. In the state of New
Hampshire, the median price per square foot is $160. The cost per square foot in Hanover is more
than triple the cost per square foot in a town thirty miles away. Only around ten miles outside of
Hanover, in Enfield, the cost per square foot is almost cut in half but still above the statewide average.
For workforce households that need housing below the median price per square foot, the most
enticing options are at least thirty miles away which results in substantial transportation costs,
dissuading many from accepting employment offers in Hanover.



Table 1: Median Cost Per Square Foot of Upper Valley Towns with High Hanover Workforce Populations

TOWN MILES FROM HANOVER ~ NUMBER OF COMMUTERS = MEDIAN COST PER SQUARE FOOT
Hanover, NH - - $302
Enfield, NH 13 500-1000 $183
Claremont, NH 31 500-1000 $92
Springfield, VT 39 200-400 $103

Source: Regional Gaps and Needs Upper Valley Draft 172, Steadman Hill Consulting Inc., pg. 9 and Realtor.com

The median cost of housing per square foot in Hanover when compared to three Upper Valley towns
with high commuter populations—Claremont, Enfield, and Springfield—is higher by an average of $176.
Due to lower cost of land in nearby towns, Upper Valley workers are incentivized to live outside of
Hanover.

4.3 COMMUTING IN THE REGION

As emphasized in the prior PRS report “Affordable Housing in the Upper Valley: Serving Dartmouth-
Hitchcock Medical Center Employees,” a critical part of the tension between jobs and housing is the
time spent commuting to work.'® As seen in Figure 1, while 9,302 people work in Hanover, only 1,540
Hanover employees live in town. Of the Hanover workforce, 83.4 percent commute from outside
Hanover."” Among workers who commute to Hanover, 4,740 travel less than ten miles, whereas an
additional 1,167, or 12.5 percent of all people working in Hanover, commute more than 50 miles to
work. '

Figure 1: Working and Living in Hanover

Working Living
in Hanover vl 1,540 1,790 in Hanover
9,302 3,330

@ Employed in Selection Area, Live Outside
@ Employed and Live in Selection Area
© Live in Selction Area, Employed Outside

Source: The Upper Valley—OnTheMap: A Profile of the Lebanon-Hanover NH-1"T" Micropolitan NECTA,
2012 Report, pg. 9



In addition, parking in Hanover has been a substantial problem for commuters working in Hanover.
A 48-page “Hanover Downtown Parking Plan Update” report commissioned by the Town of
Hanover presented in March 2019 found that “much of the Town’s public parking supply was found
to be overutilized,” making it “very difficult, if not impossible” to find parking in the downtown area
during the weekday."” The report suggested the increased use of off-street lots for customers and
workers. As a result, the town put new parking rates and fines into effect to encourage commuters to
park in 10-hour meter spaces on the outskirts of downtown. Although such efforts have mitigated the
problem of crowded downtown parking to some degree, the situation once again highlights the
difficulties of the workers who must commute to Hanover after being unable to find affordable
housing in town.

4.4 EMPLOYEE SHORTAGE

In Hanover, the combination of low unemployment rates and the lack of affordable housing has left
local business owners struggling to recruit employees. According to an article from the campus
newspapet, The Dartmonth, Lou’s Diner owner Jarett Berke noted that “labor has always been tough in
the Upper Valley” and Town manager Julia Griffin emphasized how the shortage of job seckers has
been patticulatly acute with the onset of the COVID-19 pandemic.”’ Restaurants have even had to
compromise the quality of service they offer due to being short-staffed. According to Olivia
Nadworny 22, she was shocked by the service she received in her most recent visit to the popular
Molly’s Restaurant, where her table was not served water for forty-five minutes after waiting over half
an hour to be seated.” In responding to her complaints about slow service, the manager attributed
the long wait and poor service to being short-staffed. Additionally, businesses in town have reduced
their hours due this labor shortage. The café Nest Kitchen cut back their hours by almost fifty percent
and reduced their menu offerings because they do not have enough staff.” Asian restaurant Han
Fusion has suspended indoor dining and Starbucks closed on Sundays and Mondays for the month of
October 2021.” The Hanover Town Manager, Julia Griffin, highlighted three contributing factors to
the labor shortage: inaccessibility of transportation, limited employee training opportunities, and the
deficit in affordable housing stock.*

DHMC, in neighboring Lebanon, is unable to fill job openings due to this housing deficit and is
estimated to face an employee shortage of ten percent, or 900 jobs.” This deficit has tangible effects
on the care DHMC offers. According to the COO Patrick F. Jordan III, MBA, “In order to continue
to attract and maintain the level of candidates needed to uphold our standard of care, more choice in
accessible, affordable housing within a reasonable commuting distance of DHMC and other
Dartmouth-Hitchcock Health (DHH) facilities is necessatry.”** Reviews for the hospital boast a mere
two star-average on Yelp and repeatedly cite excessive wait times as a major issue patients have
encountered.”” This feedback sheds light on how the housing shortage contributes to workforce
shortages in the area.



5 FACTORS CONTRIBUTING TO THE HOUSING SHORTAGE IN
HANOVER

With the Hanover downtown steps away from Dartmouth College, much of the town’s limited
housing supply does not go to its workforce. Unlike neighboring Upper Valley towns, Hanover faces
a unique circumstance—college students who wish to live within walking distance of the campus. This
student demand is relatively inelastic when compared to many Upper Valley residents, as students are

willing and able to pay much higher prices for rental units.

5.1 STUDENT HOUSING

According to Robert Houseman, Director of Planning, Zoning, and Codes for the Town of Hanover,
approximately one quarter of Hanover housing stock is registered as rental units and undergraduate
students occupy over half of all rentals.” The rental market tends to cater to students by structuring
leases around the Dartmouth academic calendar because landlords can expect to charge higher rent
for student housing. Many students seek off-campus housing for a single ten-week term due to the
Dartmouth quarter system, and landlords structure leases and advertise ten-week sub-leases to
accommodate these demands and make sub-leases more convenient for students. As more landlords
are incentivized by the higher rent prices they can charge students, more Hanover housing becomes
student housing and the supply of long-term rentals available for the workforce is further depleted.
This cycle results in even more inflated rent prices for all residents.

The pandemic has only further exacerbated the housing crisis. With the college offering reduced
spaces on campus to mitigate the spread of the virus, many students have sought off-campus housing
to remain within close proximity to the campus.” Limited supply of Hanover housing along with
increasing demand has resulted in students finding short term leases in nearby towns such as Quechee
(approximately a twenty-five-minute dtive) or in some cases, even pursuing long-term stays at hotels.”

An example of the latter was when Six South Street Hotel opened its doors to Dartmouth students
for the 2020-2021 academic year. The hotel, which has rooms on its second, third, and fourth floors,
rented out the entirety of its second floor and part of its third floor to Dartmouth students for the fall,
winter, and spring terms. Students were charged on a per night basis at a reduced price. A room with
one bed cost $60 per night, while a room with two beds was $40 a night. A student staying in a room
with one bed was paying $1,800 a month, which is significantly more expensive than most Hanover
leases. The rooms did not have kitchens, and many of the students we interviewed relied primarily on
take-out meals from restaurants in town or microwaveable meals since the College did not allow off-
campus students to have a meal plan at this time.” Upon contacting Six South Street Hotel, they
informed us that this program is no longer available for the 2021-2022 academic year and beyond.

This situation highlights the inelastic demand of Dartmouth students’ housing in Hanover. They are
able and willing to pay much higher prices, even living in conditions lacking kitchens, while other



community members cannot or are not willing to pay the same prices for living spaces with these
conditions. This example demonstrates the extent of the housing shortage across demographics, but
the option to pay high prices is not available to the missing middle that seeks workforce housing.
When students are forced to pursue unconventional housing options such as hotels, it is because there
is simply not enough supply for them in the housing market, and these are individuals who are
predominately willing and able to pay higher prices than the workforce. If the student housing market
were less saturated, there would be more space available for the workforce that desperately needs
more supply to offset the prices.

5.2 LANDLORD MONOPOLIES

Rental market pricing is further skewed by the concentration of properties in the hands of a select
few. Jolin Kish, who leases approximately 600 units out of Hanover’s 1000 rental units to Dartmouth
students, explains: “Downtown Hanover is a pretty limited geographical area, which is what keeps the
cost so expensive in the first place for real estate, because it's such a limited supply.”” In fact, the
supply is limited to the extent that an employee from Kish Consulting & Contracting stated that in
her eight years overseeing Kish’s properties in Hanover, she has seen zero vacancies. For more
desirable off-campus student apartments, she reported that students typically reserve leases 2 years in
advance, and this lead time is only growing. *> Another real estate management company, First Safe
Company, owns an additional 29 units of student housing.”® Although the high rent for student
apartments can be attributed to high demand, many students have expressed concerns that landlord
monopolies result in renters paying inflated prices. Janice Chen, a Dartmouth student of the 2019
class, commented, “When there are two or three main people who essentially have a monopoly on
student housing, they feel like it gives them the power to set the rental price at whatever they want.””
Year on year, landlords raise the prices, as explained by Ella Ryan, a Dartmouth 2018 graduate, who
felt that she “paid too much for the place [she] was living in.”* Ryan added that the three-bedroom
apartment that she felt she was already overpaying for at $600 per person each month rose to $900
per person for the following year.”

Landlords also commonly employ questionable legal practices to accommodate these high prices, such
as cramming more students into housing than zoning and fire codes permit to maximize profits.
Although the town ordinance permits only “A cumulative total of up to three (3) adult persons (18
years old or older),” many rentals are advertised to students as four-bedroom apartments to offset the
high rental prices.” One student who wished to remain anonymous explained that her landlord
advertised her unit as a four-bedroom unit, but upon committing to the apartment, she learned that
only three individuals were allowed to be on the lease.” The landlord was aware of this violation of
the town ordinance, but it is commonplace for Hanover landlords to knowingly turn a blind eye and
even encourage such practices because students face so few housing options.



5.3 VACANT HOUSING

Due to the constraints on development, it is important to understand how inefficient use of existing
housing units contributes to the overall deficit in Hanover. A notable factor are vacant homes, defined
by the Census Bureau’s American Community Survey as homes where no one is living there at the
time of the survey.” In the case of Hanover, 18.3 percent—636 of the 3,473 homes—are vacant
compared to the national average of 12.1 percent.” The majority of vacant units in Hanover are
vacation homes, meaning that the homeowners have another primary place of residence and their
additional homes are unoccupied for most of the year. More specifically, 410 of the 636 vacant homes
in Hanover are vacation homes, which is 11.8 percent of the total Hanover housing stock. This
number is far higher than the four percent national average.*

5.4 SHORT-TERM RENTALS

Short-term rentals are another factor contributing to the shortage of workforce housing. Until 2020,
there was a ban against property owners renting their homes on a short-term basis, defined as 30 days
ot less in Hanover.* Due to demand from property owners and visitors to Hanover, especially
Dartmouth alumni, the town revisited this ban in January 2020. The Town’s 2021 Zoning Ordinance
now permits short-term rentals with restrictions.” The amendments state that “un-hosted” short-term
rentals—rentals without owners present—require a special exception from the Zoning Board.®
Additional limitations include a 30-day cap for guest stays, a limit on renting rooms for only 90 days
per year, and a ban on “investor-owned” properties, referring to properties purchased with the
intention of earning a return on their investment through rental income.*

Despite the passage of the zoning amendment, the issue remains divisive due to concerns that short-
term rentals could negatively impact traditional renters and the character of Hanover’s neighborhoods.
According to Hanover Town Manager Julia Griffin, permitting short-term rentals raises concerns
about “non-residential property investors who come in, buy up homes and apartments and condos
and rarely visit them,” which in turn “dtives up property values.”* This phenomenon “results in a lot
of big houses that are dark much of the time, all while regular folks struggle to find housing they can
afford.”® Short-term rentals harm the community in two key ways: they increase rental costs and
prevent socioeconomic diversity.” Commercialized short-term rentals through sites such as Airbnb
attract higher rent than traditional leases, leading homeowners to pursue this option and removing
housing supply from the market.” Consequently, renters are harmed as more homes are converted
into short-term rentals, driving up the price of remaining units. Additionally, traditional renters are
unable to compete with the budget of vacationers and are replaced by short-term renters who are not
involved or invested in the local community. Inflated prices also impact neighborhood diversity as
households with lower incomes, especially younger households looking to start families, are priced
out of the neighborhood.” Residents have raised concerns that short-term rentals will benefit the
select few in Hanover who are able to rent out their vacant homes while harming the rest of the
residents and community.”

10



5.5 ZONING AND REGULATION

Restrictive zoning and regulations are also key factors to the town’s housing crisis. Currently, planned
residential development and multi-family dwellings, which are critical to keep up with the growth in
demand for workforce housing, are permitted only in the following zones: Residence and Oftice (RO),
Downtown (D) under the permitted use of “Downtown residential”’, General Residence (GR) in areas
zoned GR-3 and GR-4 or by special exception, and Institution (I) by special exception. As seen in
Figure 6, the areas with limited development potential according to zoning restrictions—single
resident, forestry and recreation, and natural preserve zones—are shown in blue, green, and yellow.
Compared with the overall area of the town, the general residence and downtown areas that have
potential for development, shown in brown and red, are limited and require undergoing a lengthy
process of receiving special exception for high-density development. Though it is standard for towns
and their residents to want to preserve the rural character of the town and to emphasize the
importance of preserving wildlife, the limited land permissible for workforce housing is often placed
in the already crowded downtown area.”

Efforts to include multi-family dwellings in zoning map RO zones have also failed. One example of
was a petition to include the duplex at 59 and 61 Lyme Road within the RO zoning district at a
Hanover town meeting in July 2021; 705 voted in favor and 901 voted against.” These attempts
suggest the town is hesitant to grant exceptions to accommodate more commercial and residential
spaces essential for developing workforce housing. Nonetheless, there are parcels of land in spaces
already approved for multi-family dwellings, such as GR-3 and GR-4.”

In that vein, Hanover zoning ordinances also make it difficult for the college to develop student
housing whilst they are already experiencing a shortage within the college. The purpose of the
ordinance on Zone I was to ensure that the developments of the college would not harm the rural
character of the town. However, the restriction, following a growth in the student population of
Dartmouth College, has resulted in more students seeking housing off-campus. Of course, that is not
to say that the college is not also responsible for the housing shortage. Due to the lack of
undergraduate housing for the fully residential fall 2021 term, campus housing hit capacity.
Consequently, the College offered a one-time lottery incentive for up to 200 students to withdraw
their fall housing request in exchange for a $5,000 payment, collectively a $1 million housing lottery.>
Such actions by the College have contributed to the further depletion of the Hanover housing stock,
as the lack of on-campus housing has motivated more students to seek leases in Hanover. However,
in their Strategic Master Plan, updated in early July of this year, the College has expressed intent to
help alleviate the housing shortage. The plan creates opportunities for over 1,150 new undergraduate
housing units and 680 new graduate student, faculty, and staff housing units within walking distance
to the campus over the next three decades.”
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Figure 2: Zoning Districts in Hanover
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Presently, restrictive zoning laws are supported by some town residents who state that they want to
de-emphasize development and commerce outside already developed areas. Residents have also
expressed that they do not want their town to resemble more commercial developments like Concord
or Lebanon. Instead, they have emphasized a desire to preserve the rural character by promoting
higher density in built-up areas.” These sentiments resurfaced when the town voted on Atticle Four,
an amendment to the town’s zoning law, in a town meeting in July 2021. Among the five articles
introduced, Article Four would “amend the definition of family to include a number of people (not
related by blood or marriage or adoption) not to exceed two adult persons per bedroom occupying a
single dwelling unit.”” Though it did not pass, the amendment would have had significant impacts on
the character of all residential properties in the town. The effects on students desiring roommates
would have been especially pronounced. Though the amendment would have legally kept large
populations of students out of local housing, it also would have had unintended consequences.
Unrelated people, especially those in the workforce more likely to be unable to afford a unit or house
by themselves or with one other person, would be disproportionately affected in an expensive housing
market.

6 CASE STUDIES

This section provides illustrative workforce housing case studies drawn from Santa Cruz, California,
Minneapolis-St. Paul, Minnesota, and Woodstock, Vermont. Each of the case studies provides useful
strategies and development plans that are applicable to the current housing conditions in the Town of
Hanover.

6.1 SANTA CRUZ, CALIFORNIA

Santa Cruz is a small, seaside city in Northern California with a population of roughly 64,000, a median
annual income of $82,234, and a poverty rate slightly above 20 percent.”’ In contrast, the 2020 national
median annual income was $69,560 and poverty rate was 11.4 percent.”’ Santa Cruz only has 1,980
affordable units for rent, despite the fact that over ten thousand more people live below the poverty
line. More than one thousand (1,160) of these apartments are income based, meaning that the tenants
usually do not pay more than 30 percent of their total income for both rent and utilities.”® This
program already exists in several other states, such as New Hampshire, where the New Hampshire
Housing Finance Authority (NHHFA) pays the remaining amount of needed rent and utility funds
directly to the landlord.”’ Santa Cruz is also home to the University of California, Santa Cruz (UCSC),
which hosts around 17,000 undergraduates and 2,000 graduate students.® UCSC is the largest

employer of the city, accounting for over 7,500 jobs.®
The Executive Director of the Housing Authority in Santa Cruz County estimates that approximately

one-in-three households qualify for federal assistance in paying rent. To be eligible for this program,
households must make under 50 percent of the national median household income. Santa Cruz is
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currently working on a number of solutions to meet the needs of its constituents, but while
undoubtedly helpful, experts believe that they are not enough to solve the housing shortage.

These regulatory and funding changes have had significant impacts on key stakeholders. Local activists,
lobbying groups such as Housing Santa Cruz County, and nonprofit organiations like Mercy Housing
California have done immense work to improve the state of affordable housing in Santa Cruz. On the
other hand, many property owners have lobbied against apartment projects in hopes of increasing
scarcity. These landlords then capitalize on increased market demand and keep supply low, driving up
rent prices and only further exacerbating the situation. Some “pro-affordable housing” residents also
demonstrate a “Not In My BackYard” (NIMBY) mentality by opposing measures that they feel will
disrupt the look and feel of their neighborhood. Essentially, they want affordable housing, but not
near their properties.

Despite opposition, many innovative affordable housing solutions have come to fruition or have been
approved for development. These developments were made possible by California SB 35, which aims
to help increase housing stock, particularly affordable housing, within communities that lack it. More
specifically, the bill required the creation of a general plan for housing development that includes
standardizations, clearer definitions, and a more streamlined approval process overseen by local
entities. " California SB 35 was intended to help cities like Santa Cruz that have neglected to meet the
Regional Housing Need Allocation (RHNA) requirements for minimum affordable housing
construction.” Due to the organizational changes implemented through this bill and a $5 million grant
from the Local Housing Fund awarded in 2021, Santa Cruz has recently begun the process of pursuing
new developments. The new 831 Water Street Project boasts 77 low-income and 47 very low-income
units in taller buildings. In addition, the residences would have 9,000 square feet of retail businesses
on the ground floor, 80 parking spaces underground, and a 2,000 square foot rooftop space for public
leisure. This development is particularly exciting because it places affordable housing within reach of
local businesses while simultaneously opening new ones with added, out-of-sight parking spaces.
Other developments, such as Pacific Station North, also include a similar model with new retail
businesses on the ground floor and roughly 100 affordable housing units on top. While the buildings
have not yet been fully developed, Santa Cruz has begun increasing mixed-use housing to increase
space for businesses, parking, community space, and affordable housing.

Some employers, such as the Santa Cruz School District, are also working to alter the inclusionary
ordinance of the city to permit employer and school-sponsored housing. Changing this law would
allow them to build workforce housing specifically for the employees of the school district.
Restrictions on who can live in specific units are not new to Santa Cruz. There are ample affordable
housing units available that will only rent to elderly or people with disabilities. Efforts have also been
made to allow more duplexes, triplexes, and quadplexes in cities zoned for single families. Nearby
cities like Berkeley, Oakland, and South San Francisco have already successfully changed their zoning
laws to permit the construction of such units.”

14



6.2 MINNEAPOLIS-ST. PAUL, MINNESOTA

The Twin Cities area of Minnesota, consisting of Minneapolis and St. Paul, is the fourteenth largest
metropolitan economy and the sixteenth largest metropolitan area by population in the nation (2.8
million).” St. Paul has a population of roughly 308,000, a median household income of $57,876, and
a poverty rate of 18.9 percent. Minneapolis is the most populous city in Minnesota with a population
of roughly 429,000, a median household income of $62,583, and a poverty rate of 19.1 percent.”" The
Twin Cities area is home to the University of Minnesota, which hosts around 47,550 undergraduate
and graduate students and accounts for 24,070 jobs.” It is also home to neatly twenty other
colleges. Along with the large student population, Minneapolis grew by 37,000 residents between 2010
and 2016. The Minneapolis metropolitan region is also expected to grow by almost ten percent to 3.7
million residents by 2040.

However, the rapid increase in population and the decreasing median income of Minneapolis renters
over the past decade have shed light on rising home prices and the lack of housing, particulatly of the
“missing middle” properties such as duplexes.” The housing shortage in the Twin Cities is now the
worst in the nation, even in comparison to high-demand metropolitan areas such as Los Angeles,
Seattle, Denver and Austin.” A recent analysis from the Institute for Social Research and Data
Innovation of the University of Minnesota found that the Twin Cities metropolitan region has a
vacancy rate of 4.62 percent, and that it has the tightest vacancy rate in the country for cities over one
million people. For reference, the Los Angeles-Long Beach-Anaheim region, Seattle-Tacoma-Bellevue
region and Washington, DC-Arlington-Alexandria region have vacancy rates of 4.81 percent, 5.20
percent, and 5.57 percent respectively.”” According to the Minnesota Housing Finance Agency, the
state is expected to fall 40,000 houses and apartments short of what is needed over the next five years
to keep pace with population growth.” Due to the economic growth present in this region, the city
and nearby areas have faced increasing pressure on developing affordable housing and creating a
zoning plan that caters to all of its residents, such as the growing diverse college student population
and the longtime residents of the area.

Regarding student housing, the City of Saint Paul has taken arguably more active measures than
Minneapolis through legislation. Ordinance 12-34 largely catered to the non-transient residents of the
neighborhoods and their concerns about maintaining its personality. The law aimed to limit more
student housing to “preserve the character of predominantly one- and two-family dwelling
neighborhoods.” The ordinance required that a student dwelling in the overlay district, or a special
designation on a zoning map in which all the properties require specific additional regulations, obtain
a fire certificate of occupancy in which at least one of the units had at least three, but no more than
four students. The dwelling also had to be located at least 150 feet from any other student dwellings
and could be revoked of its privileges.”

In an effort to provide a more diverse and inclusive social landscape, the city amended its 46-year-old

definition of “family” on March 10, 2021. As a result, the city now allows up to six unrelated adults to
live in a single dwelling and uses the word “household” instead of “family.” The amendment arose
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after the Twin Cities Fair Housing Implementation Council found the narrow definition of family as
potentially discriminatory or arbitrary in 2017. The change generated backlash from the
neighborhoods near the University of Saint Thomas due to concerns that more students would pursue
off-campus housing. A resident of the overlay neighborhood Michael McDonald said, “this suggests
that the only beneficiaries of this change will be remote landlords who might realize a 50 percent
increase in rent. That will create favorable conditions to convert more single-family homes to student
housing and destroy the balance we enjoy today.” Other members of the community have also
suggested that the other codes particular to the overlay district would still limit occupancy in the area.
However, no additional statements or actions have been taken by the City Council to address
McDonald and other residents’ concerns, but it will be a topic noteworthy of attention if pursued.”™

Similar to St. Paul, the City of Minneapolis has made significant legislative progress with the formal
adoption of the Minneapolis 2040 comprehensive plan. Formally adopted October 2019, the plan
addressed one hundred goals and topics, including affordable housing. A policy that gathered national
attention was the ban on single-family zoning in every neighborhood. One of the most contentious
elements of the plan, the new zoning policy allowed people to build duplexes and triplexes in areas
where only single-family houses had been allowed.” Though it will take more time to assess the overall
success of the policy, city officials have stated that more single-family and small developers are “now
seeing duplex and triplex as an incremental step into building multifamily buildings.”* Another
notable change was a new inclusionary zoning policy requiring developers to create affordable housing
units, donate land to the city, or pay a fee. Though council members have stated that their intention
is to level the playing field for atfordable housing, the new policy has faced backlash from developers
who believe that there is not enough financial support to making the policy feasible.”

As part of the plan rollout in 2020, the City Council introduced triplexes to single-family
neighborhoods and are beginning to focus on affordable housing contributions from new apartments
with more than twenty units. In particular, the affordable housing mandate has been incorporated to
a 225-unit project in the Mill District, which will provide a total of 18 affordable units. Another
positive sign of the plan’s success has been the rise of four-to-six-unit projects in neighborhoods that
were once single-family zoned, thus further helping to alleviate the housing crisis in Minneapolis.*

6.3 WOODSTOCK, VERMONT

Woodstock is a small town in Windsor County, Vermont with a population of roughly 2,900, a per
capita income of $43,403, an average median household income of $73,380, and a poverty rate slightly
below ten percent.” Woodstock includes the villages of South Woodstock, Taftsville, and Woodstock.
Its largest industries are Accommodation & Food Services, Educational Services and Health & Social
Assistance.* Woodstock shares similarities with Hanover in size and the small-town nature that both
towns value. As a part of the Upper Valley region that needs to build around 10,000 new homes byl
2030 to meet the needs of the community, Woodstock is also facing an urgent housing crisis.
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According to Jill Davies, a member of the Board of Trustees for the nonprofit organization
Woodstock Community Trust, the problem has reached a crisis point. Businesses are not operating
during a weekday because they are short-staffed.* This phenomenon occurs because employees
cannot find a place a live and are leaving the region as a result. Megan Rudy, an orthopedic trauma
nurse at DHMC and mother of two children, has experienced this situation firsthand. In mid-June,
her landlord shared their plan to move back to the home, displacing Rudy. Unfortunately, Rudy could
not find a place in Woodstock and like many others, had to settle for something outside of town.
Unfortunately, the lease did not begin for several months, so she stayed on the couches of friends.
She noted, “It’s very, very humbling, more humbling than getting divorced. I don’t know what I did
wrong. I'm very fiscally responsible and save and so all that stuff.”® To assess the larger scope of the
problem in how rental properties were affecting the housing market and the residents of Woodstock,
like Rudy, the town commissioned a housing study that revealed short-term rentals led to an estimated
50 to 55 single-family homes being pulled out of the primary rental or ownership markets.”” Though
the town has not found a complete solution to the housing crisis, Woodstock is a valuable case study
as it offers insights on methods taken to attack the problem in a town with similar demographics to
Hanover. Such methods include regulations on short-term rentals and actions by community-led
nonprofits.

Since their launch, websites like Airbnb have facilitated guest stays at short term rentals all over the
country and Vermont is no exception. According to a 2017 report by the Vermont Department of
Health, Vermont accounts for 3,600 of the seven million listings on Airbnb.* In January 2020, the
Woodstock Select Board approved short-term rental regulations. The regulations require that owners
of short-term rental properties register and pay fees of $115 per property and $100 per guest room.
The regulation also limited the number of times the short-term rentals could be rented to, which was
ten for un-hosted rentals and fifteen for hosted rentals annually. However, owners in five-acre
residential and short-term rental zones may have fifteen un-hosted rentals and unlimited hosted rentals.
As for those who register and obtain permits, the town required a satisfactory fire safety inspection
by the local fire chief. According to Woodstock Town Planner Michael Brands, the regulation was
implemented not for the purpose of preventing residents from taking advantage of the growing
demand for short-term rentals, but to prevent the rentals from changing the residential character of
the area.”

After adopting these regulations for short-term rentals, Woodstock approved a nine-month
moratorium on new short-term rentals in July 2021, particularly noting the pandemic as the reason for
this new measure. The moratorium along with the previous regulations in the town capped the total
number of short-term rental units in the town to 285.” With the onset of the pandemic, rural Airbnb
hosts saw surges in business as people throughout the country sought to escape the confines of their
home while still practicing social distancing outdoors. According to Airbnb, hosts in rural areas of the
U.S. earned over two-hundred million dollars in June 2020, an increase of more than 25 percent from
last June.”" Woodstock Town Supervisor Bill McKenna noted that “the temporary limit on new short-
term rentals will protect the welfare of its residents, especially those who have struggled to find
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affordable housing in the wake of the region’s pandemic-related estate boom.” McKenna once again
emphasized that the purpose of the moratorium was not to restrict, but to assess the developments
needed in the community, particularly affordable rentals, to review the Comprehensive Plan that the
town generated and compose solutions.”

However, the regulations and moratoriums have not escaped opposition. Real estate agent Peter
Cantine acknowledged that affordable housing was a problem that needed to be addressed but that a
moratorium was not an adequate solution. Cantine believed that Woodstock did not have a zoning
problem, but an enforcement problem, given that few short-term rental hosts had replied to the 189
letters of compliance sent out in 2020.”” Those who sought to get a short-term rental permit for their
second home also shared their discontent. One resident stated that it seemed wasteful to keep it empty
during months the family does not stay there and that they did not want a long-term tenant with yearly
leases because they wanted flexibility to use the home throughout the year. Though McKenna agreed
that second homes would most likely never become affordable long-term rentals and that short-term
rentals were not the sole cause of the problem, regulations and moratoriums helped make the point
that short-term rentals contribute to the problem by crowding out affordable rental units on the
market.”

Another notable actor in alleviating the Woodstock housing problem has been the Woodstock
Community Trust. Founded in 1997, the trust aims to provide “community-centered solutions for
housing and preservation of agricultural land and natural areas, while working toward a sustainable
economic and environmental future for Woodstock and its citizens.” As a tax-exempt nonprofit
organization, the trust raises funds for projects that would not provide an adequate return to attract
developers and cooperates with regional and state organizations, such as Twin Pines Housing Trust
and Upper Valley Land Trust.” The trust is particulatly committed to preserving housing for the
“missing middle,” or individuals earning between 80 and 200 percent AMI, and does so by using the
invest, refresh and fund model. The trust invests in a residential property located in the village,
refreshes the property by making necessary repairs, such as foundational ones that are costly for the
homeowner. They then fund the down payment with a deed restricting the property to qualified

households even when initial buyers decide to resell the house.”

The trust has invested in two projects
so far, with the first, Maple Street, sold in August 2019 and second, Rose Hill Condos, sold in January
2021.”" Davies noted that in the early stages of development, the trust had to outbid 11 people because
it was a perfect property to turn into an Airbnb and a lot of people thought they could live upstairs
while renting downstairs.” Though it has not repurposed many houses, the trust features an organized
grassroots approach to contribute to alleviating the housing crisis by creating and keeping property
for the “missing middle,” especially through its example of transforming the property to

condominiums.
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7/ POTENTIALLY APPLICABLE SOLUTIONS

This final substantive section of the report provides a variety of policy options for the Town of
Hanover to consider as it attempts to address the current workforce housing shortage.

7.1 TYPES OF HOUSING

To accommodate the needs of the Town of Hanover, one potential solution is to pursue a higher
density of housing. Parts of Main Street already implement higher density housing, with notable
examples including the apartments above Murphy’s on The Green or Ramunto’s. This solution would
aim to preserve the surrounding natural scenery and make use of existing land by developing upwards
instead of outwards. The two types of higher density housing that we recommend are mixed-use
housing and accessory dwelling units (ADUs). While some residents are concerned that densifying the
town would change its character, Hanover’s lack of affordable housing has become so extreme that
the town is experiencing staffing shortages that cannot be ignored. Creating spaces for workers to live
is requisite to salvage the town economy and continue offering numerous necessary services within
close proximity.

7.1.1 MIXED-USE HOUSING

Mixed-use housing are buildings that are designated in a certain zone for multiple uses; for example,
the bottom may be a storefront while the top floors are apartments. It also generally signifies that the
area that the building is in is walkable.”” This type of housing is often implemented in situations aiming
to accommodate more living situations through higher density solutions. An example of a building in
a mixed-use zone is a three-story building with a large grocery store on the ground floor and several
apartments above it. Santa Cruz has begun designing and developing several mixed-use buildings.
Some of them, such as the 831 Water Street Project will generate 124 new units of affordable housing,
80 underground parking spaces, and 9,000 square feet of retail space on the ground floor. Hanover
could adopt a similar model to quickly increase housing stock.

This solution is particularly feasible as it is already being implemented within the Town of Hanover.
Many of the stores along Main Street are zoned to be mixed-use buildings, with retail space on the
ground floor and apartments above. A key example of such a development are the Murphy’s
apartments. Developing more mixed-use buildings with plans to increase parking underground could

significantly increase housing stock.

Mixed-use housing has many benefits. Primarily, it increases access to resources by placing residents
within a short distance of grocery stores, restaurants, public transportation, and additional services.
Constructing more mixed-use buildings would simultaneously provide the space to house a workforce
for many of the already understaffed businesses, while also incentivizing further economic growth and
vitality through new businesses. In Hanover, residents would be within walking distance of Advance
Transit and key resources like the Co-Op, CVS Pharmacy, Hanover High School, and Dartmouth
College. This solution may also appease many NIMBYists—individuals who oppose solutions that
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alter the character of their neighborhood. NIMBYists are more likely to support mixed-use zoning
because this solution increases affordable housing stock in the downtown area away from where most
single-family homes are located. This approach would also preserve the general aesthetic character of
a neighborhood.'”

However, this solution also presents a few challenges. Notably, parking will become even more scarce.
If implementing underground parking is not a viable option, the town would need to craft an
innovative solution to address the existing parking issue that would only be exacerbated by higher
density housing solutions. New parking lots or garages would need to be developed and easily
accessible for these residents. Moreover, the town will need to garner public support for increasing
development, likely doing so in a way that does not alter the architectural style and small-town

community feel.

7.1.2 ACCESSORY DWELLING UNITS (ADUs)

Accessory Dwelling Units (ADUs) are defined as “a residential living unit that is within or attached to
a single-family dwelling, and that provides independent living facilities for one or more persons,
including provisions for sleeping, eating, cooking, and sanitation on the same parcel of land as the
principal dwelling.”'"" As seen in Figure 7 below, the six types of ADUs in New Hampshire are as
follows: attic, addition, over garage, second floor, detached, and basement.

Figure 3: Types of ADUs

Source: New Hampshire Housing Finance Authority, 2017, pg. 1

The Town of Hanover offers its own checklist of stipulations for ADUs within its borders. The list
includes some of the following requirements for an ADU:
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e One of the units must be occupied by the owner of the building

e The primary unit is occupied by one family

¢ The unit only contains a maximum of one additional ADU

e The ADU has a limit of two bedrooms

e The square footage of the ADU must range between 350 and 1000 square feet,
inclusive

o The exterior must comply with the character of the neighborhood'”

There are several benefits to ADUs. Primarily, they allow a town to add to the housing stock
expeditiously without having to increase housing infrastructure. They also help create more affordable
and workforce housing units without significant redevelopment plans. Moreover, for the aging
population of New Hampshire who are being priced out of their homes, ADUs are a way for residents
to generate another stream of income that would allow them to remain in their communities.'”
However, there are also a few drawbacks. Primarily, ADUs exacerbate parking problems by creating
more high-density solutions, like mixed-use housing. This solution is also a primary target of
NIMBYists. If not done properly, ADUs can add to excess noise and garbage as well as risk altering

the general neighborhood aesthetics.

There are also significant hurdles to instantiating ADUs, namely intense restrictions surrounding
external appearances that present cost and time barriers. Steps would need to be taken to reduce
barriers in order to encourage residents to develop these units. Reducing the number of restrictions
or streamlining the approval process for ADUs are potential methods of incentivizing more people
to construct them. Generating a comprehensive plan to improve the current parking situation in
Hanover may also make homeowners who are concerned about additional residents exacerbating
parking struggles more comfortable with the idea of ADUs.

7.2 LEGISLATIVE/REGULATORY CHANGES

The town could mandate that new any housing developments, such as multi-family or planned
residential developments, must include a certain percentage of units designated as affordable or
workforce housing at the 50, 80 and 120 percent median family income (MFI) level. Minneapolis has
successfully adopted a similar “inclusionary zoning”” mandate, providing affordable housing as part of
each new development. Though the mandate is relatively new, and the pandemic has limited its
implementation, it has begun to have an impact on recent projects, including the 12-story apartment
project in the Mill District. '™ By ensuring that affordable units are built within new housing
developments, mixed class housing would also naturally develop, encouraging further socioeconomic
integration. The town should create these requirements and enforce the Zoning Ordinance Section
520.5 in Hanover, which states that the occupants of the dwelling unit “are certified to meet but not
exceed the median family income level appropriate to the affordable lot’s or unit’s income-level
designation.”!%® These actions will mitigate the risk of people with an MFI level above 120 percent
moving into the units earmarked for lower income households.
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The town could also consider adopting a more inclusionary definition of family by increasing the
number of unrelated adults per residence. Though Hanover recently proposed a failed amendment to
decrease the number of unrelated adults to two residents from the current cap of three residents, the
town’s decision to increase the number of unrelated adults would help workforce members find
housing in an expensive market.'” However, there are key considerations to this potential solution.
The increased number could result in more student groups finding off-campus housing, which would
reduce the housing stock available to the workforce. A potential solution could be to establish a
student overlay district in the zoning map and place requirements, such as obtaining a fire certificate
of occupancy like that of St. Paul, to ensure that student dwellings would be further monitored.'”’

7.3 OTHER POTENTIALLY APPLICABLE SOLUTIONS

In addition to housing and regulatory changes, mimicking the nine-month moratorium on new short-
term rentals adopted in Woodstock could enact positive change. As emphasized by Woodstock Town
Supervisor McKenna, though the solution would not solve the entirety of the housing crisis, the
elapsed time would allow for careful assessment regarding the growing community impact of short-
term rentals on the housing stock, needed workforce housing developments, and potential
amendments to the master plan.'” Additionally, as the COVID-19 pandemic continues to put
pressures on the already limited housing stock, the moratorium could protect the welfare of residents
who have been struggling to find affordable long-term housing.

The town could also consider supporting the creation of a Hanover-based non-profit organization
that would recommend community-centered solutions for housing, similar to the Woodstock
Community Trust.'” The Town of Hanover currently collaborates with Twin Pines Housing, a
nonprofit organization committed to developing and providing “affordable housing for low-and-
moderate-income families in the Upper Valley.”'"” However, the town would benefit from having a
local grassroots organization that is particularly invested in preserving housing for the “missing
middle”. The trust could be established through seed money from the Town, Dartmouth College, and
other stakeholders, allowing for each entity to reiterate its commitment to supporting local workforce
housing initiatives. By adopting the Woodstock Community Trust’s “invest, refresh and fund model,”
this potential grassroots organization could provide a way for passionate and committed residents to

voice their opinions and advocate for equitable housing in Hanover.'"'

Another potential solution is employer-sponsored developments, which would be created in
partnership with a corporation who could subsidize the development cost in exchange for a percentage
of the dwellings reserved for their employees. For example, the DHMC plan to construct a new mixed-
use housing development that would include a certain number of the units would be reserved for
members of their workforce before being made available to the public is imminently replicable. By
facilitating similar measures in Hanover, employers would be encouraged to invest in the fundraising
efforts in these developments. The efforts of the Santa Cruz School District to promote inclusionary
ordinances that permit employer- and school-sponsored housing is also illustrative of this approach.
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While this potential solution has not fully been implemented in Hanover, we want to highlight this
effort as a potential solution to employers struggling to attract and retain staff due to the regional
housing shortage.

8 CONCLUSION

This report analyzes the workforce housing crisis in Hanover, New Hampshire by evaluating the
perspectives of multiple stakeholders and identifying potentially applicable solutions to best tackle the
issue based on extensive research and case study analysis. Our findings reveal that while Hanover is
the economic hub of the Upper Valley, the lack of affordable housing stock has resulted in a staffing
shortage that has stagnated economic growth. Coupled with inelastic student demand and the ability
of this demographic to pay much higher prices than other community members, necessary measures
must be taken to meet the needs of the local workforce. Upon analyzing three case studies—Santa
Cruz, California, Minneapolis-St. Paul, Minnesota, and Woodstock, Vermont—our team has
identified three potentially applicable solutions for The Town of Hanover. Namely, the town could
pursue more high-density housing options and certain regulatory reforms. The higher density housing
options include mixed-use housing and ADUs, and new regulations would create a certain percentage
of the housing stock for those in the “missing middle.” Another regulatory change would be to use a
less restrictive definition “family,” to allow more individuals to live together.
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