June 4, 2001
PRESENTATION BEFORE MILLENIUM COMMISSION

Representing Governor Gray Davis - Patricia W. Neal, Deputy Secretary for Housing, BTH Agency

On behalf of Governor Gray Davis thank you for holding this hearing in California, and giving us the opportunity to address the housing affordability issue affecting California and the programs and solutions that the Governor has initiated.

An adequate supply of safe and affordable housing is the foundation for strong and sustainable communities.  These are challenging times for those of us who care about housing.  Record-high job growth, economic prosperity, and a dramatic increase in population has created a chronic shortage of new housing, which has driven up housing costs and threatens California’s economic prosperity and quality of life.

California leads the nation in jobs, income, and population growth.  However, the State’s ability to sustain its economic growth is threatened by its housing supply and affordability problems.  Over the 1990’s, housing production significantly lagged demand, household overcrowding increased, cost of shelter became a serious burden for many more families, and substandard housing conditions worsened.  To address these problems the full participation of all levels of government and the private sector is needed.

We are vitally concerned with the drop in homeownership rates among Californians, particularly among younger and minority households.  Home ownership is the most enduring of our dreams.  When people own their homes they take pride in the community, they are concerned more about the schools, parks, safety, and the environment.  They feel economically more secure and their quality of life is improved.

The shortage of housing in California is a statewide phenomenon.  It crosses socio-economic, cultural, ethnic, and age lines.  There is not a sector or a segment of housing that is not affected.

This includes rental housing.  Over 2 Million California households – nearly half of all renters – pay more than 30% of their income on housing.  And renter housing cost burdens continues to increase, with some of the largest increases in the areas where job and population growth is increasing the fastest.

For example, in Los Angeles, San Bernardino, and San Jose, almost 70% of very low-income households are paying more than 50% of their income for housing.

Elderly households and families are forced to spend more money on housing and that means they have less to spend on local goods and services that comprise the fuel for a vibrant economy.

There are numerous communities in California where overcrowding is the norm, not the exception.  In Southern California there are many stories of families living in garages or crowding 2 or 3 families into an apartment designed for one family.  Overall housing permits averaged about 100,000 throughout the last decade, only half the average of the 1980’s.

One of the most dramatic shortfalls in housing construction has occurred in the multifamily sector.

Multifamily construction constituted only approximately a quarter of housing production during the 1990’s, compared to 45% of production during the 1980’s.

We certainly can look back at the 1986 Tax Simplification Act and connect the dots to the under-production of rental housing.  New sources of production assistance are badly needed.  Incentives that encourage investment in multifamily housing should be a key recommendation of any study on housing affordability.

There have been numerous stories about the hardships facing workers in the Silicon Valley and the Bay area.  There is no affordable place for workers.  There is a five-year wait for Section 8 housing and approximately 35,000 on the waiting list.

In the past year the lack of affordable places for working people to rent has spread throughout the State.  Sacramento has seen a rapid run-up in rental costs, as have some sections of the Central Valley and the Coastal Valley.  The competition for housing is forcing those at the lowest level of wages to commute long distances to work, which creates congestion and adds to air pollution.

California’s population is expected to increase to 45 Million by the year 2020.  We will need a minimum of 250,000 housing units a year to provide for that population growth.

In the Governor’s augmentation to the budget last May, he recognized the State’s role in addressing California’s housing needs.  The Governor is a long time supporter of housing; he chaired the Assembly Housing Committee.

The revised budget contained a $500 Million housing proposal to promote the supply and affordability of an array of housing options.  This was in addition to the amounts that were in the Governor’s initial budget in January of 2000.

The augmentation represents the largest single commitment of General Fund to housing programs in the State’s history.  According to projections, between 50,000 and 70,000 additional housing units will be added under the Governor’s proposal.

The Governor’s housing proposal contained some new, creative initiatives to address several critical needs.

The Jobs-Housing Balance Improvement Program provides: 1 – incentive-based strategy grants to local governments to assist them in attracting new businesses and jobs in communities that lack an adequate employment base in relation to the housing they already provide, 2 – incentive grants for capital outlay projects to local government to increase the supply of housing and encourage strategic growth, 3- urban predevelopment loans to local governments or private developers for proposed residential projects located within one-half mile of an existing or planned transit station.  The total funding of $110 Million.

To be eligible a community must have an approved housing element and must increase the number of building permits issued over the past 3 years.

Downtown Rebound Program provides financing to revitalize downtowns and neighborhoods, reduce development pressure of agricultural and open space resources, and provide working families with options to live close to their jobs.  Total funding of $25 Million.

Multifamily Housing Program – will provide loans for rehabilitation and new construction of affordable multifamily rental housing, the preservation of existing subsidized housing that may otherwise convert to market rents.

Cal-Home Program provides funds for homeownership programs to assist low and very low-income households become or remain homeowners.  Funds allocated in either grants to programs that assist individuals or loans that assist multiunit homeownership projects.

Emergency Housing Assistance Program provides grants to counties and nonprofit entities to finance emergency shelters for homeless individuals and families.  The funds may be used for rehabilitation, renovation, and expansion of existing facilities, site acquisition, equipment purchase, vouchers and operating costs.  $39 Million.

The Farm Worker Housing Grant Program $46.5 million for rehabilitation or new construction of owner occupied housing and construction and rehabilitation of rental units.

The Homebuyers Down Payment Assistance Program provides junior mortgage loans to assist low and moderate income Californians achieve the goal of homeownership.  The intent is to help turn around the declining homeownership rate and address the shortfall of affordable housing throughout the State.

Combined with other programs this augmentation of $500 Million is designed to spur the private sector and local governments to join in to address this critical shortage of affordable housing in California.

Housing is the foundation for strong prosperous communities and a strong nation.  Those Californians that make a community work – police officers, firefighters, teachers, hospital workers, restaurant workers, seniors, and small business owners should be able to live where they work.

As I mentioned earlier Governor Gray Davis is committed to safe, decent affordable housing for all Californians.

Thank you for the opportunity to provide you with this information, and in closing I would like to remind everyone that energy conservation works.

