ATTACHMENT A

The Housing Pinch

By William Fulton and

 Paul Shigley

There's nothing ordinary about a political rally that begins with a group of pastors issuing an apology for not paying enough atten​tion to the issue at hand.  Nor is a speech by state Treasurer Phil Angelides typically interrupted by a chorus of "hallelujahs."PRIVATE 

Then again, there is nothing typical about the overheated hous​ing market in San Francisco - and elsewhere in the state - a housing market where so many people earning $50,000 a year qualify for local housing assistance that the programs routinely have to turn residents away.

It's that kind of housing frustration that prompted the unusually passionate outpouring last February at a San Francisco rally to support affordable housing - an issue that increasingly resonates in a number of congested areas statewide.

From San Francisco to San Diego, California is growing too many jobs for too few houses.  The result is a housing market that has spiraled out of control.  But the statewide clamor for more affordable housing has reached the Legislature, where a bumper crop of housing bills are awaiting lawmakers' attention.

"We acknowledge our shame at the treatment of the poor and vulnerable people in this city and area," said the apology signed by dozens of San Francisco clergy members and read aloud at the rally.  "And we confess our shame that we have learned to live with the degradation and displacement of poor and 

working-class people and that we have enabled our people to put up with it."

The February rally - which attracted 3,000 people on a Sunday afternoon - concluded with Angelides, State Senate President pro Tempore John Burton (D-San Francisco) and state Assemblyman Kevin Shelley (D-San Francisco) all pledging to fight for continued funding for new construction, rental assistance, down-payment help and older home rehabilitation, as well as increased housing tax credits and a "Renters' Bill of Rights" to limit rent-based evictions by landlords.

"We didn't just want it to be this rally where people come and scream and go home, and nothing has happened, " explained Denise Collazo, executive director of the San Francisco Organizing Project, a federation of 40 religious congregations from across San Francisco.

Collazo's group was confronted by the housing issue while conducting hundreds of interviews last year during its annual survey of city residents.  Health care and transportation had been the top priorities in recent surveys until last year when the group found that tenant evictions had "skyrocketed," leaving nearly everyone interviewed worried about whether they, their family members and their friends could continue to live in a city where tiny studio apartments rent for $1,500-a-month and up.


"Two years ago, the number one issue in the city was Muni," Collazo says, referring to San Francisco's be​leaguered bus system.  "Now, people go, 'Muni?  Huh?'  Even middle-class families can't afford to live in San Francisco.... There is a whole segment of the population that's leaving, and it's mostly families with children."


The San Francisco rally is just one example of the political pressure placed on state lawmakers to do some​thing about housing statewide.  Al​though the electricity crisis has domi​nated the Capitol's agenda for months, legislators this year have introduced a record number of bills - roughly 150 by one count - concerning housing.

"I think there are easily twice as many bills as we normally see," said Mike Herald, executive director of Housing California, a coalition ofPRIVATE 
 advocacy groups.  "I think it's a reflection of what members are hearing in their districts."


Senator Joe Dunn (D-Santa Ana), chairman of the Senate Housing and Community Development Committee, said housing is on every lawmaker's radar screen this year. "It's not just a Silicon Valley problem.  It's really starting to touch every portion of the state," said Dunn.


The state's affordable housing problem is well documented. Since the mid-1990s, a number of California communities, particularly in the Bay Area, Silicon Valley, Orange County and San Diego, have created new jobs far faster than new housing, causing home prices to rise dramatically.


During the past decade, housing pro​duction has lagged.  According to the California Building Industry Associa​tion, 1.67 million homes should have been built since the beginning of 1994.  However, only about 800,000 housing units have been constructed.  In most of the Bay Area, only about one family in six can afford the median-priced house.  In portions of Southern Califor​nia, the ratio is not much better.  In many congested areas, especially in Los Angeles, families are doubling up, sharing a household as a means of stretching their housing dollars.


Legislators have proposed a num​ber of solutions to attack the housing crisis.  Among them are bills to con​struct more housing near work places for all income levels, while other mea​sures focus strictly on building apart​ments and houses affordable to low- and middle-income residents.  Some bills would streamline the environ​mental review process for "infill" de​velopments.  Some would provide tax incentives to local governments that approve new housing.  Another mea​sure would strengthen the "anti-​NIMBY [Not In My Backyard]" Iaw so that cities and counties have legal cover when they approve affordable housing projects.  There also is a pro​posal for mortgage guarantees for people who purchase homes in urban areas, and several proposals that single out fire fighters, police officers, teach​ers and other public employees for housing assistance.  Another bill would require redevelopment agencies to spend more tax increment revenues on housing.  There also are bills to decrease builders' liability for construc​tion defects, which developers contend has prevented widespread con​struction of condominiums and townhouses.

Taxing hurdles

One of the biggest hurdles to more local housing construction is that cit​ies and counties are often reluctant to approve building permits for new hous​ing, compared with office or commer​cial space, because the state's system of financing local government em​phasizes a reliance on sales tax rev​enue over property taxes.  This so-called "fiscalization of land use" was exacer​bated during the early 1990s when th state shifted a portion of property taxes away from cities and counties to fund school districts.


Four years ago, a prominent group of Iand-use planners called the California Planning Roundtable issued a report, "Restoring the Balance," which concluded, in part, "Many local gov​ernments have no incentive to approve much-needed housing projects -- especially affordable housing projects -- because they are money​-losers for the local budget."


Janet Fairbanks, a roundtable member and senior regional planner for the San Diego Association of Governments, says little has changed on affordable housing since that report was issued.  "Given the energy problem right now, it doesn't seem to be receiving the attention it was getting [in the Legislature].  But it's still a con​cern to us," she said.


Fairbanks' concerns are not forgotten, according to Assemblywoman Patricia Wiggins (D-Santa Rosa), who chairs the Assembly Local Government Committee and the Assembly's Smart Growth Caucus.


"Many of us are looking at prop​erty tax incentives.  We're not going to get a wholesale return of the property tax that was shifted away, but we can do it in pieces," Wiggins said.  Both she and Assemblyman Alan Lowenthal (D-Long Beach) are carrying legisla​tion -- AB 859 and AB 1284, respec​tively -- that would give cities and counties a larger share of property tax revenues.  Lowenthal's measure spe​cifically targets communities with se​rious jobs-housing imbalances.

Dunn, however, says it is "not likely" that any proposal shifting prop​erty tax money from the state to cities and counties will get approved this year because the state has spent so much of its surplus purchasing elec​tricity.


"It's one of those things that ev​erybody sees as a problem," Dunn says.  "Whatever changes we make, we're going to create some new win​ners and some new losers.  That zero-sum game has paralyzed discussion here at the Capitol."

One of Dunn's major efforts this year (SB 910) would put teeth in the state's housing element law, which requires cities and counties to specify in their general plan how and where they will locate affordable housing.  Under the current system, there are few penalties for cities and counties that fail to adopt valid housing ele​ments, and Dunn estimates that one-​third of cities and counties do not comply with the law.  His bill would: give better legal footing to housing advocates who challenge a local hous​ing element in court, impose fines and, most important, withhold state trans​portation dollars from cities and coun​ties that don't comply.

"That is going to be a shot at the heart of the jurisdictions that stead​fastly have refused to comply with the housing element law," Dunn says.


Dunn's bill is ada​mantly opposed by both the League of Cali​fornia Cities and the California State Asso​ciation of Counties.  In its recent legislative bulletin, CSAC said Dunn's bill is "a very punitive measure that ignores the fiscal reali​ties" needed to provide affordable housing in California.  "The hous​ing crisis is not an independent problem and cannot be solved through a microscopic ap​proach such as the 'housing element,’” according to CSAC's bill analysis.

Sunne Wright McPeak, president and CEO of the Bay Area Council, an association of business executives, says the state's housing element law needs carrot-and-stick incentives.

"There is nothing in housing ele​ment law mechanisms that allows the markets to operate as they should and meet the full demand," says McPeak, who also chairs Job Center Housing Coalition, a collection of business, la​bor, minority and housing groups.


But McPeak blames the state's lack of land-use plan​ning for the failure of cities and counties to meet housing demands. "We don't have a firm state housing policy for meeting the needs of the work force," she complains.

Under the current system, the state Department of Fi​nance estimates the number of new housing units the state will need to accommodate its growing population. The De​partment of Housing and Community Development then negotiates with regional councils of government (COGs) -- such as the South​ern California Association of Governments and the Asso​ciation of Bay Area Govern​ments -- to determine what type and how many housing units each region will provide.  The COGs then assign each city and county in their region a "fairshare" number: specifying how many very low-, low-, moderate ​and above-moderate income housing units will be located in each jurisdic​tion.  The process is always conten​tious, and the latest round in Southern California has resulted in litigation amongst cities, counties, SCAG

and the state over where affordable hous​ing should be located.

Susan Baldwin, senior regional planner for the San Diego Association of Governments (SANDAG), said local governments need financial incentives to comply with the housing element law.  She also suggested the state require cities and counties to issue a certain number of building permits for affordable housing each year, rather than simply issue a plan on paper.

Like many people, Baldwin says that subsidies are essential for cre​ation of affordable units.


"A lot of it is having actual money or tax incentives to make it happen. The low-income tax credit program has been tremendously successful and is oversubscribed every year," Baldwin says.

To resolve that, Dunn has a bill (SB 73) that would increase the num​ber and total amount of state tax credits available for those investing in low-income housing development.

Sande George, lobbyist for the California Chapter of the American Planning Association, also says that if lawmakers want to encourage afford​able housing, they need to provide financial assistance.  Affordable hous​ing only pencils out, she said, when there are economic subsidies.

The 2000-01 state budget con​tained a record $570 million for hous​ing programs, up from nearly zero during the Wilson and Deukmejian administrations.  Last year was the first budget in at least 20 years that set aside significant amounts of funding for housing. But most of that was one-​time funding, and there is great doubt that the next budget will earmark anywhere near as much - despite promises by Angelides, Burton and others at political rallies.

Housing California's Herald says his priority is getting the state to pro​vide more money for housing produc​tion, especially construction of units for the poorest families.  He also is concerned about the roughly 100,000 rental housing units statewide that are at risk of losing their subsidized, low rental rates in coming years.  Un​der the federal government's "Section 8" housing program, these units al​low tenants to pay below-market rental rates, with the balance paid to land​lords by the federal government.  But as these federal contracts expire, many landlords allow their rentals to revert to full-market prices, causing rents to skyrocket.

A bill by Dunn (SB 372) would provide interim financing allowing the state or a nonprofit agency to pur​chase Section 8 units to maintain their affordability.  Dunn also is lobbying Congress to reverse a 1986 tax change that discouraged investment in apart​ment buildings and other rentals.

Still, building more affordable housing is nearly everyone's priority.  The building industry estimates California should have built twice as many new homes during that '90s than were actually constructed.

"As we see it," said the Bay Area Council's McPeak, "we've got an affordability problem and an avail​ability problem, and the availability problem is at the heart of the affordability problem.  We've got to get more real, so to speak, on the supply side of things."

The lack of construction is often blamed on NIMBYism - the "Not In My Back Yard" protests of citizens and elected officials.  In recent years, even proposals for upper-end housing have met this type of resistance, as evi​denced by the growing number of slow​-growth measures on local ballots.

As an antidote, Collazo's group has been handing out lapel pins that spell out what she hopes will be a new attitude toward affordable housing: "YIMBY -Yes In My Back Yard."

William Fulton and Paul Shigley pro​duce the California Planning and Devel​opment Report.  Comments may be sent to edit@statenet.com.

Excerpted from “California Journal”, May 2001, a publication of Statenet.
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Nine of the 10 least affordable
housing regions in the nation are in
California (based on the percentage
of homes sold that a median-income
family can afford)

Vallejo/Fairfield/Napa 217%
San Diego 2.6%
Oakland 207%
San Luis Obispo/Atascadero/

Paso Robles 18.0%
San Jose 121%
Santa Rosa 121%
Salinas 9.6%
Santa Cruz/Watsonville 7.8%
San Francisco 6%

Source. National Asen.of Homa Buiders, Housing
Opportunity Index. Oct-Dec. 2000 (wwW.naho.com!
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Coleridge Park Homes in San Francisco provides 49 affordable apartments for seniors. Photo courtesy of Bridge Housing.
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Fell Street, San Francisco, is an 82-unit affordable family rental apartment building developed by Bridge Housing in partnership with San Francisco redevelopment. Photo courtesy of Bridge Housing.
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The Sycamore Grove is a small townhouse development in Orange County. Photo courtesy of the Gold Nugget Awards.
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The Heritage in Pasadena, medium-density urban infill project with affordable housing. Photo courtesy of the Gold Nugget Awards and photographer Eric Figge.
[image: image6.jpg]!_,|‘= (]
4o

e
=]
i

fs;"

Bousarednnt




Strowbridge Court is a 96-unit transit-based affordable housing development, built in collaboration with BART in Alameda County.

[image: image7.jpg]A regional glimpse of California’s housing crisis

Hot spots of unaffordable housing

BAY AREA

« Less than six percent of homes sold in San Francisco in 2000 were
affordabl to families earning the area’s median income of $74.900.
« In order 1o afford a median-priced home,  firefighter in San
Francisco making $47. 590 annually would need (o nearly lriple
his/her annual salary.

+1n the past four years. the San Francisco area has added 139.000
jobs but buil only 20.000 new housing units — an unhealthy ratio of 4
7 new jobs for every one new home being built

SILICON VALLEY

 In order to afford a median-priced home in Palo Alto, a police
detective making $62.230 2 ycar would need to earn an additional
$197.603 per year.

«1n the past four years, Santa Clara County has added 169,000 jobs
but buit only 34,000 housing units a ratio of 5 new jobs for every.
home built

~According to a Joint Venture: Silicon Valley Network study.
average rents in Silicon Valley increased 26 percent in 2000, while
the median income increased by only 2 percent.

CENTRAL VALLEY
« In Stanislaus County. only one home s bl for every three new jobs.
created. double the 1.5 10 1 jobs-lo-housing balance considered healthy

by the Calfornia Department o Finance.
«"In the farm town of Los Banos. full a third o the residents rise
before dawn for a bumper-to-bumper commute to Silicon Valley —
nearly 100 miles — because living closer would cost so much more.
Los Angales Times. Jan 7. 2001

LOS ANGELES AREA

«Toafford a median-price home, a kindergarten teacher
making the average teaching wage in Los Angeles would need
to.earn an additional $78.096 per year.

 Los Angeles has a raio of § new Jobs for every 1 home buill
* In'Los Angeles County. a minimum-wage worker would have
1o work 2 full-time jobs. Seven days 3 week.to afford the $899
averaga ront for a low-cost. two-bedroom apartment

ORANGE COUNTY
«Inthe past four years, Orange
Counly hes added 219,000 jobs.
but buill only 53000 housing
units.
« Apreschool leacher i Inine
would have o quintuple his/her
annual $18,800 salary o aford a
median-priced fome. 'SAN DIEGO AREA
« A police officer in Encinitas carning the averago S41.340 per
year folls 76993 short of the salary needed to qualiy for 3
median-priced horme.
«In the past four years, San Diego has added 196,000 jobs but
builonly 53,000 new housing units a raio of 4 jobs o cvery new
Horme.

Source Th o Cantr Hsing Cosian.comprsed f BULGRF, business and minoriy Goups. February 2001 i e ousing com
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The Income Gap for Median-Priced Homes in California’s Job Centers

Avorage Median Income.
e, County Occupation Income Home Price ‘Gap
Downtown Los Angeles, LA__ Kindergarten Teacher 538570 $333.250 $111,083 s12,513
South Pasadena, LA ~Accountant sa7010  sas000 $108335  senaza
 poieeomor  sai340 s38750  s1z2e ssiem7
Registered Nurse sas770 $326000  $108667 62897
"~ proschoolTeacher “s18800 297,000 99,000 80,200
Yorba Linda, 0C Frefigher 842300 $338,500 11283 70,833
Cupertino, 5 Computer Engineer $67.170 $745,000 5208333 s181,163
Palo Alto, SC Police Detective $62230  s812000 270,667 s208437
SonFanceco,SF_ Frfigher — sa1s%0 $500,000 $166,667 su9,077
SanFrancisco, S Accountant ~ sasma0 $500,000 $166,667 s117,927
San Jose,SC__ RegsteredNuse  $56,650 430000 s143333  seeess
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PomoBeach, S0 Registersd Nurse $45630 $374,500 $12833 $79,203
San Luis Obispo, SLO Logal Secretary 25510 $288,000 596000 s704%0
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