
The Section 8 program has long been considered one of the most stable and reliable components of affordable housing finance. Affordable 

housing lenders, investors, and developers can rely on the predictable, long-term revenue stream provided by Section 8 to underwrite loans 

and finance new construction.

While Congress continues to work on appropriations for FY26, it must review and consider several proposals including the President’s 

budget request. The provisions in that budget would weaken Section 8 – capping voucher terms at two years, block granting federal funds 

to states, and a 44% cut to rental assistance appropriations overall1. If enacted, these measures would undermine the stability of the Section 

8 funding stream – shaking the foundation of existing buildings and limiting new affordable housing development.

Due to how deeply embedded Section 8 is in the rental market, its destabilization would have far-reaching impacts. Many projects would 

become unfinanceable, especially those in low-income or high-cost areas where voucher support is essential to project viability. This is 

because lenders could decline to underwrite projects due to the risk that owners may not be able to operate their buildings and service 

their debt. Ultimately, the proposed changes to Section 8 would diminish the supply of affordable housing at a time when demand is 

historically high and at a time when Congress just invested billions in affordable housing tax credits to stimulate production2. The proposed 

shifts would threaten to upend decades of progress in affordable housing and create lasting damage to an industry already operating under 

severe constraints. Moreover, the combined effect of the proposed changes would likely not be limited to affordable housing but would 

also undermine housing security for the 34% of American households that rent their homes3.

The Section 8 program was created in 1974 by the “Housing and Community Development Act.” Early on, the program focused on project-

based assistance, where property owners contracted directly with HUD for subsidies tied to specific housing units. Eventually, the program 

expanded to focus on vouchers, one type that attaches to the unit, called a project-based voucher (PBV) and one type that can travel with 

the household, called a Housing Choice Voucher (HCV). HUD uses the Housing Choice Voucher Program to include both PBVs and HCVs.

HCVs provide assistance directly to low- very low- and extremely     low-income families that can then use that assistance to find a home to 

rent in the private market. The household contributes 30% of its income to rent, while the federal government pays the balance up to the 

payment standard determined by the administering public housing authority (PHA). That payment standard is between 90%   and 110% of 

the area fair market rent4.

PBVs are also administered by PHAs, which have long-term contracts with the property owners. Households also contribute 30% of their 

income to rent and the voucher makes up the difference between that amount and the contract rent.

In the 1980’s under the Reagan Administration, HUD’s budget was cut from $114 billion (in 2025 dollars) to $42 billion (in 2025 dollars)5. 

All HUD programs, including Section 8, faced deep funding cuts. The number of households receiving federal rental assistance declined 

during this period despite growing need. 6Many experts believe that this divestment took homelessness, which was once a cyclical 

phenomenon, increasing and decreasing with the national economy, and made it permanent7. 

Since the 1980s, Section 8 vouchers have consistently received bipartisan support and steady annual appropriations. Funding 

levels have been maintained or have increased each year, even as the federal government has significantly reduced investments in 

Introduction

Background

Funding Section 8: Why Federal Investment is Essential for Housing Market Stability

1



Overall Funding Cut

Reducing funding for Section 8 by nearly half would have significant implications for the financing and operation of multifamily housing 

projects that rely on PBVs. PHAs would have limited options: they could reduce the number of PBVs available, limiting the portion of a 

project’s units that are subsidized, or lower the value of vouchers, reducing the rental income projects can reliably count on. Both approaches 

would undermine the stability of financing for these properties, which depends on predictable rental streams supported by PBVs. 

Cuts of this magnitude would strain the financial viability of affordable housing, potentially destabilize the broader rental market, and 

discourage investment in new developments. With fewer federal resources, states would face increased pressure to compensate and make 

difficult choices about how to allocate funding across housing, healthcare, education, and other essential services - services also undergoing 

funding cuts at the federal level. These reductions would also have a serious impact on individual households, households that currently 

receive vouchers, and families seeking to receive vouchers.

Term Limits

Term limits would impact households, and would strain landlords, housing courts, and PHAs as well. 

According to the Furman Center, approximately 1,129,800 Section 8 households would lose their subsidy if a two-year term limit was 

applied to current work-able households10. Ostensibly, limiting the amount of time an individual can receive a voucher is meant to increase 

self-sufficiency. However, about 90% of households currently receiving federal rental assistance are either elderly, disabled, participating 

in TANF11 (which comes with work requirements) or working. Instead of promoting self-sufficiency, a two-year term limit would cause many 

working families who do not earn enough salary to pay for a market-rent home to become homeless. The Furman Center data shows that 

70% of households that would be subject to term limits under the FY26 proposal would immediately become ineligible for their assistance12. 

This volume of simultaneous turnover would dramatically destabilize the rent rolls of the many buildings in which Section 8 voucher 

recipients live.  

The President’s FY26 budget request proposes deep cuts to federal 

rental assistance. The proposal would cut overall funding to HUD by 

44% – from approximately $89 billion to $43.5 billion9. This proposed 

$45 billion cut would take place in a single fiscal year compared 

with the $72 billion cuts rolled out over eight years under the 

Reagan Administration (Figure 1). It would also eliminate the HOME 

Investment Partnerships Program and the Community Development 

Block Grant (CDBG), which both support the development of 

affordable housing. The following are changes specific to Section 8 

that are contained in the budget proposal:

Overall funding cut – The proposed budget would cut funding for rental assistance programs (Section 8 and public 

housing) by 43%. If implemented, this scale of funding cuts would be the largest in decades, second only to the more 

drastic cuts seen throughout the Reagan Administration.  

Term limits –The proposed budget would implement term limits for rental assistance. Non-elderly, “able-bodied” adults 

would be eligible to receive rental assistance for a term of two years, maximum. After two years, recipients would lose 

their vouchers (or be required to leave their public housing homes). 

Block-granting to states – The proposed State Rental Assistance Block Grant (SRABG) program would transfer the federal 

government’s responsibility for administering all forms of rental assistance to the states. The SRABG would consolidate 

all major HUD rental assistance programs – the HCV program, Public Housing, Project-Based Rental Assistance (PBRA), 

Section 202 Housing for the Elderly, and Section 811 Housing for Persons with Disabilities – into one block grant.

(1)

(2)

(3)

Proposed Changes

Direct Impacts
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other forms of rental assistance, particularly public housing. Part of the support for Section 8, and especially for HCVs which allow 

individuals to find their own homes to rent in the private market, is a result of the private sector partnership that became so politically 

appealing post-Reagan.

Today, approximately 2.3 million households receive Section 8 voucher assistance8.

Figure 1: Historic HUD Budget Cuts: Regan Era vs FY26 Proposal



In many instances, a two-year term limit would have to be enforced by 

housing courts. If renters are unable to continue to pay rent once their term 

expires and do not vacate their homes voluntarily, landlords would 

have to evict them. The eviction process can be long and costly for 

both a renter and a landlord. In New York City, which has some of 

the strongest tenant-protection laws in the U.S., housing courts see 

150,000 new cases each year15. An eviction process takes several 

months but can be extended even longer due to a variety of factors 

such as court backlogs and tenants contesting the eviction. This 

process can be stressful and costly for a tenant, and it also decreases 

rental income for a landlord which could mean less money for repairs 

and eventually a loan default. An increased risk of long and costly 

litigation may even discourage partners from investing in the costs of 

affordable housing rehabilitation or preservation at all.

According to Local Housing Solutions, 19 PHAs have adopted term 

limits at some point16. Term limits typically range from three to seven 

years, with the most common policy being a five-year cap, sometimes 

allowing a one-time two-year extension. These policies are generally 

limited to households with non-elderly, non-disabled adults and are often targeted to participants in special programs aimed at promoting 

income growth and self-sufficiency. Of the 19 PHAs that have ever adopted term limits, 11 eventually ended the policy, including five 

that discontinued it before any households reached the limit. Notably, the Tacoma Housing Authority in Washington ended its term-limit 

program after observing harmful outcomes: affected households were less likely to lease a unit, more likely to face eviction or other 

negative exits, saw smaller income gains, and experienced higher rent burdens. 

In the few places where term limits remain, such as San Mateo and Tulare Counties in California, they are paired with long-standing 

support systems. These local programs typically include services like case management, employment support, and gradual enforcement 

procedures. None of these supports are included in the current federal proposal, nor would the proposed budget cut allow for such services 

to be funded.

If a two-year term limit was implemented, PHAs that administer vouchers would face higher transaction costs due to much higher turnover 

rates in both the Section 8 and Section 9 programs. That, plus decreased staff capacity due to funding cuts, would slow down a process 

that already takes months to years to complete. Additionally, with fewer vouchers, PHAs would be unable to make use of RAD to convert 

units from Section 9 to Section 8 thus further straining the Section 9 public housing program (See RAD Conversions below).

Block-Granting To States 

This proposal would be a major change to the way rental assistance is structured in the U.S. States would need to build an entire 

infrastructure to administer the funds they receive. This would involve setting their own eligibility and occupancy requirements, which 

would all likely be inconsistent with one another. This would limit HCV voucher mobility and a voucher recipient’s ability to port their 

voucher to a different locality or state to access lower cost markets or a higher quality of life. It would also increase administrative costs and 

inefficiencies and introduce significant uncertainty into all aspects of rental assistance, from funding levels to benefit eligibility.

Figure 2: Section 8 Households by Workable 
Status With vs Without Children (2024)

Source: U.S. Department of Housing and Urban Development, 
NYU Furman Center, Local Housing Solutions

The impact of Section 8 extends far beyond the Housing Choice Voucher Program. For decades, the federal government has been shifting 

the bulk of its investment away from Section 9 public housing and towards Section 8 vouchers. Between 2010 and 2024, appropriations for 

the public housing operating fund decreased by approximately 20% and for the capital fund by 6%17. During the same time period, funding 

for Section 8 increased by approximately 22%18.

RAD Conversions

Moreover, families with children are likely to be disproportionately impacted. According to 2022 HUD data, children made up nearly 40% of 

individuals benefiting from Section 8 rental assistance13. Among households with children, 38% are considered work-capable but report no 

earned income whereas just 10% of households without children are considered work-capable but report no earned income14 (Figure 2). This 

disparity may be attributed to a variety of factors but likely reflects the persistent barriers to employment households with children face, 

including unaffordable childcare.
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The Rental Assistance Demonstration (RAD) program was launched in 2012 to formally convert Section 9 buildings into publicly owned, 

privately or publicly managed housing, without increasing the cost to the federal budget. RAD conversions unlock private capital 

investment in order to rehabilitate and preserve deteriorating housing stock. 

Because Section 8 contracts are seen as stable and predictable, they are attractive to potential lenders and investors. The Section 8 revenue 

stream, combined with the Low-Income Housing Tax Credits (LIHTC) that typically go into financing these conversions, offer several layers 

of incentives for private investment. The units are still federally 

funded but instead of the subsidy coming out of the public housing 

operating and capital funds, for the Section 9 conversions, it comes 

in the form of much more valuable Section 8 vouchers. As of July 

2024, 175,307 units had been converted from Section 9 to Section 8 

under the demonstration (Figure 3), and an additional 45,390 units 

have been converted from other federally subsidized multifamily 

housing19. During its existence, RAD has allowed PHAs to raise $19 

billion for hard construction costs, $11.7 billion in LIHTC, and nearly 

$10.2 billion in loans for rehabilitation of Section 9 properties20.
 

CPC has experienced RAD’s impact firsthand. In 2024, construction 

was completed on the “Manhattan Bundle,” a collection of 1,718 

units in 38 buildings across 16 public housing developments in 

New York City. As a part of the PACT Renaissance Collaborative 

and in partnership with the New York City Housing Authority 

(NYCHA), CPC invested in rehabilitating the homes of more than 

2,900 residents with improvements such as renovated kitchens 

and bathrooms, new playgrounds and community facilities, 

and enhanced elevators and heating systems (Figure 4). These 

improvements were made while tenants resided in their apartments – tenants were not displaced during construction.

RAD conversions like the Manhattan Bundle simply would not be possible if the Section 8 program is significantly cut.

Source: Stahl, V. E., & Ovaitt, T. (2025). A Spectrum of Preservation to 
Privatization? Public Housing Authorities’ Adoption of the Rental Assistance 

Demonstration Across the United States. Housing Policy Debate, 1–32. 

Figure 3: RAD for Section 9 Conversions 
Across the U.S., 2013-2024
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Ability to Leverage Private Investment

For decades, Section 8 vouchers have played an essential role in affordable housing finance. Because vouchers ensure a predictable rental 

income stream, developers may use it to secure financing for new construction or rehabilitation projects. Due to its stability, this long-term 

income stream ensures that a unit will have ongoing rental support, thereby making affordable housing an attractive investment. Indeed, 

many outstanding loans in CPC’s portfolio – as well as the portfolios of other affordable housing lenders including major banks –are 

underwritten based on this guarantee. 

Wider impacts to affordable housing 

Figure 4: Photos of Manhattan Bundle Buildings after Rehabilitation

https://communityp.com/wp-content/uploads/2025/11/Manhattan-Bundle-Case-Study.pdf


Better options for reform 

The Section 8 program – and more specifically its stability – underpins the entire rental housing market in the U.S. No doubt individuals and 

families would bear the brunt of an extreme cut to or restructuring of Section 8 and homelessness would rise. However, the impacts would 

not be limited to the most vulnerable Americans. Building owners and financial institutions would also feel the results. The conversation 

needs to focus on innovative solutions to fund affordable housing development – not the abandonment of the 50-year-old program that 

supports it and the rest of the rental market. 

For example, Howard Slatkin from the Citizens Housing & Planning Council proposes linking voucher expansion with expanding housing 

supply regionally23. Distributing vouchers based on the growth in new housing would help developers meet local affordability requirements, 

increasing the overall supply of much needed housing. Such a solution would be particularly complementary to the expansion of LIHTC in 

the One Big, Beautiful Bill Act, but it requires an investment in Section 8. 
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Figure 5: Typical Funding Sources for 
Affordable Housing Deals

Source: National Association of Affordable Housing Lenders 
(https://static1.squarespace.com/static/67dd69627071be10fb7c3fb4/

t/6900034d43b73239de728884/1761608525211/

CAHL+Fact+Sheet+Essential+Funding+for+Essential+Housing.pdf)

Vouchers are often layered with other sources of public financing, such as LIHTC, 

as described above. While LIHTC primarily addresses capital costs, vouchers fill the 

operating side of the equation (Figure 5). Since vouchers cover the gap between what 

low-income tenants can afford and what it costs to operate the unit, they help ensure 

long-term affordability and financial sustainability for developers. This layered approach 

is especially important in high-cost or low-income markets where rent alone would not 

support operating costs or debt service.

The significant income volatility that would result from any one of the proposed policy 

changes discussed above would undermine confidence in a program traditionally seen as 

stable and renewable. Term limits would obliterate the guarantee of tenant requalification 

after 24 months, making projected cash flow speculative and unreliable, and weakening 

the financial case for affordable housing development. Block granting funds to states 

would decentralize administration, leading to wide variation in program rules, funding 

levels, and enforcement — further eroding standard underwriting assumptions and 

introducing geographic unpredictability. In response to this instability, lenders could 

tighten underwriting criteria for affordable housing loans, raise interest rates, or require 

additional reserves or contingency guarantees. Any of these reactions could stall the 

overall production of affordable housing. 

Additionally, the government sponsored entities (GSEs), Fannie Mae and Freddie 

Mac, which are essential to providing liquidity and stability to the housing market, 

have significant exposure to Section 8. The GSEs hold many mortgages that 

are supported by voucher income. Indeed, they each offer specific initiatives linked to 

affordable housing initiatives. For example, Fannie Mae’s Affordable Housing Preservation Loan is specifically for properties with Section 8 

HAP contracts or expiring LIHTC credits21. In 2022, Fannie Mae acquired 223 Section 8 loans supporting over 25,000 units22. With the GSEs 

still in conservatorship as a result of the 2008 housing crisis, the U.S. is not prepared for a serious increase in defaults of GSE-held loans.

Existing Portfolios and Development Pipeline 

If voucher funding is reduced and destabilized, existing properties will face several challenges. As discussed above, increased tenant 

turnover would increase administrative and legal costs for owners. At scale, these effects would destabilize rent rolls and increase 

vacancies. Since many owners have narrow operating margins, these disruptions could translate into an inability to meet debt service 

obligations. Highly leveraged owners, including those with loans contingent on income thresholds or reserve ratios, could find themselves 

at risk of violating loan covenants or even entering default. This financial stress would be particularly acute in properties developed under 

inclusionary or affordability mandates, where flexibility to adjust rents is limited.

The impact on the development pipeline would be equally severe. Without the assurance of voucher income to support operating budgets, 

financing plans for new developments may become unworkable. This is especially true for projects financed with LIHTC, where voucher-

supported units often serve as the foundation for long-term affordability and cash flow projections. Investor confidence in LIHTC deals 

could erode, undermining Congress’s historic investment in housing credits in the One Big, Beautiful Bill Act.  

https://communityp.com/cpc50th/ideas/#growing-vouchers
(https://static1.squarespace.com/static/67dd69627071be10fb7c3fb4/t/6900034d43b73239de728884/17616085
(https://static1.squarespace.com/static/67dd69627071be10fb7c3fb4/t/6900034d43b73239de728884/17616085
(https://static1.squarespace.com/static/67dd69627071be10fb7c3fb4/t/6900034d43b73239de728884/17616085


About The Community Preservation Corporation (CPC)

CPC is a nonprofit multifamily finance company that was founded in 1974 to provide financial resources to stabilize and revitalize underserved 
communities. Today, CPC uses its unique expertise in housing finance and public policy to expand access to affordable housing and drive down the 
costs of housing production, advance diversity and equity within the development industry, and impact the effects of climate change in our communities 
through the financing of sustainable housing. Since its founding, CPC has invested over $14 billion to finance the creation and preservation of more than 
225,000 units of housing through its lending and investing platforms. CPC is a carbon-neutral company and has been rated AA- by S&P.
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In fact, increased investment in Section 8 itself has been proposed in the form of Universal Vouchers. Earlier this year, the Housing for All 

Act of 2025 was introduced in Congress2. The law would, among other things, transform Section 8 into a universal housing entitlement for 

extremely low-income families. Creating an even more reliable funding stream to support the large number of qualifying households that 

currently do not receive vouchers could create more stability in the affordable housing market for individuals, landlords, and lenders. 

Support for both a landlord and a voucher holder can increase efficiency in the rental market. From a tenant’s perspective, not only is the 

percentage of voucher holders successfully able to rent a unit decreasing, but the time spent searching for such a unit before successfully 

renting it is increasing. To increase success rates, PHAs may contract with local resources to counsel voucher holders and help them 

navigate the rental search process. Indeed, having such support in the rental process not only increases success rates but also increases 

the chance that a voucher holder will end up renting in a higher income neighborhood. Non-profits also exist to help streamline the 

rental process from the landlord’s perspective. For example, Anthos Home works with landlords to identify potential tenants, cover the 

cost of clean-up and small repairs, and assist with administrative tasks such as required paperwork25. Some cities and PHAs have also 

experimented with landlord incentives. For example, NYCHA used CARES (Coronavirus Aid, Relief, and Economic Security) Act funding to 

create its “Owner Incentive Program.” The program offers incentive payments to owners who complete a new rental with NYCHA’s Section 8 

program26. 

By providing a predictable stream of rental income, Section 8 reduces risk for owners and investors, enabling financing that benefits the 

entire housing market. To preserve and expand affordability, policymakers should pursue innovative reforms that strengthen the program, 

not cuts that would destabilize it. Section 8 is not merely a tenant benefit; it is a critical stabilizing force for the housing industry and the 

lending structures that support it.
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