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RURAL HOUSING CONDITIONS, TRENDS, AND NEEDS: 

CALIFORNIA AND THE NATION
Honorable Members of the Commission,

My name is Robert Wiener, Executive Director of the California Coalition for Rural Housing (CCRH).   Since 1976, CCRH has been the leading voice in California for the production and preservation of affordable rural housing for large families, farmworkers, the elderly and disabled, and other needy rural residents.  In fact, we are one of the oldest, continuous state low-income housing coalitions in the country.  Our membership consists principally of community-based nonprofit and public housing developers, state and local government officials, advocates, and grassroots citizens.  

We greatly appreciate this opportunity to testify on key housing conditions, trends, and needs in California and the nation, and the role for federal intervention. 

Rural California

California is often thought of as an urban state.   In fact, it has vast geographic areas that are considered rural, even under the limited definition used by the U.S. Bureau of the Census.

According to the 1990 Census, California’s rural population of 2.7 million was the largest of any state; in fact, it exceeded the total population in 21 states.   The 2000 Census has not yet released rural population data by state.   However, even assuming that the rural population of California decreased by 10% during the 1990s due to urbanization, the state’s rural population would still be greater than the 2000 population count in 18 states. 

The rural population of California is not only large, but diverse, much like the state, itself. California houses:

· The largest Native American population in the U.S.

· 1 of every 3 Latinos in the U.S.

· 1 of every 4 new immigrants in the U.S

· ½ of all workers employed annually in agriculture in the U.S.

Many of these people are native rural Californians or gravitated to interior rural areas of the state during the 1990s to join family members or search for more affordable housing than can be found in expensive coastal cities and towns.

In terms of the state’s rural housing conditions, two conditions especially stand out.   According to the National Low-Income Housing Coalition, California has the:

· Highest percentage of cost-burdened rural households among all states – 32% pay more than 30% of income for housing.

· Fifth highest percentage (7.4%) of occupied rural units that are overcrowded among all states, indicating the severe shortage of decent, appropriate, and affordable housing. 

Population Growth and Urbanization

The issue of population growth and urbanization in rural areas is a critical one in California, as it is nationally.   From 1990 to 2000, California added 4.1 million new residents, more than any other state.  The direction of growth has been away from the crowded and expensive coastal cities into new or expanding suburbs and exurbs, small towns, and rural places in the interior of the state.   The 10 fastest growing counties in the state during the 1990s were all located away from the coast, mostly in inland agricultural valleys, like the Central and Imperial Valleys, Inland Empire, and Sierra foothill and mountain regions.

Natural population growth accounted for some of this growth, but most can be traced to new immigration and the in-migration of urban “expatriates”---commuters, retirees, and households, both owners and renters, seeking more housing for less cost.   

In effect, this has resulted in two different “rural Californias”.  One is characterized by high growth pressures and escalating housing costs fueled by commuters and retirees cashing out of expensive homes in older cities and suburbs.  Meanwhile, long-time rural residents, earning rural wages, are being priced out of the market.   The other is characterized by slow growth, double-digit unemployment, low incomes, disinvestment, and poor-quality housing.  

The Special Plight of California Farmworkers

Farmworker households are some of the poorest, yet least assisted households in the nation.  Depending upon the source, anywhere from 500,000 to 900,000 people spend some part of the year working in California’s $27 billion-a-year agricultural industry.  

According to a study by the University of California at Davis (UC Davis), the average migrant farmworker:

· Is a 28-year-old male; 

· Was born in Mexico; 

· Earns about $5,000 a year for 25 weeks of work; 

· Receives an hourly wage that since 1985, adjusted for inflation, has fallen 53%; and

· Has a life expectancy of 49 years.

Non-migrant farmworkers are somewhat better off.   The average income for these workers is about $7,600 a year.

Despite low incomes, only 13% of California farmworkers receive needs-based services from government social service programs.   Only about 3% receive government housing assistance.

Another study by UC Davis estimated that there is a shortfall of about 121,000 units needed to house migrant workers and 164,000 to house non-migrants.  However, the number of employer-owned units for farmworkers has declined steadily, from 9,000 registered in 1955 to 900 in 1994.   In 1982, employer-owned camps were registered for a maximum of 40,000 employees; today, camps accommodate about 21,000 employees, a decrease of 44%.   Since 1975, the State has built only 2.100 units at 26 migrant labor centers.

For many farmworkers, the “grapes of wrath” have become the “harvests of shame”.   Too many live in the open in “spider holes”, fields, and canyons, or in converted box cars, sheds, and shacks not fit for human habitation – a situation that sets common decency on its head.   

Obstacles to Affordable Housing Development in Rural Areas

In California, as elsewhere in the country, nonprofit organizations have played a lead role in shelter provision – building, repairing, and acquiring housing for poor rural residents.  The mutual self-help housing movement, one of the signature rural housing approaches used around the nation and precursor to Habitat for Humanity, originated in the San Joaquin Valley of California in the early 1960s.  One recent review found at least 1,400 rural-based nonprofit community development corporations, nationwide.  

Yet, development in rural areas confronts many problems, some traditional, some new:

(1) Lack of Organizational Capacity: Vast rural areas of the country are unserved by a nonprofit developer.   Rural nonprofits and local governments lack expertise and skills to apply for housing assistance and implement housing development and training and technical support are hard to come by.

Even in rural California, with one of the oldest and most sophisticated networks of rural development organizations, it is difficult to attract and retain professional staff, for community-based start-up organizations to survive, and for veteran organizations to stick to their rural missions in the face of urbanization and competition from urban groups that are regionalizing into rural areas. 

(2) Lack of Credit and Capital: Historically, rural communities have been characterized by endemic shortages of funds for residential lending and investment.  Creation of the housing component of USDA in 1949, with its direct lending authority, was a recognition of these shortages.   Rural communities often lack conventional lenders, such as banks and savings and loans, and rural “redlining” is a fact of life.  Moreover, unlike large cities, rural local governments are unable to generate sufficient tax revenues to finance projects and are greatly dependent on highly competitive federal and state funds.

Rural California suffers from some of the same credit and capital problems.   Lenders are closing down their rural operations.  Lending decisions are being made from faraway urban centers offering less favorable terms based on urban appraisal methods (e.g., it may be difficult to find comparables in some rural communities, so appraisers sometimes use properties in communities 20-30 miles away).  Rural localities are often disadvantaged in government housing programs that require leveraging and local matches. 

(3) Lack of Buildable Sites and Infrastructure: While the common perception is that rural areas have huge tracts of inexpensive land ripe for development, in practice, affordable housing production may be more constrained than in many cities.   Constraints include: the absence or limited capacity of existing sewer and water facilities; the lack of other infrastructure, such as transportation routes, health and educational facilities, and jobs; growth controls on agricultural land, in coastal zones, and in wildlife habitats; and the existence of large public holdings, especially in the west.

This is no less true in California where vast areas are unserviced by infrastructure, water resources are limited, existing communities control growth by severely restricting or placing moratoria on new development, and agricultural land, forests, and open space are protected and held out of residential production.  

(4) Lack of Local Political Will and Support: Finally, rural housing development organizations operate in some of the most conservative areas, where public resistance to most forms of government intervention is powerful.  In addition, affordable housing suffers from the images many rural citizens have of inner-city slums.  Opposition often is manifested in restrictive zoning, permit denials, and NIMBY opposition.

California rural housing developers fight exclusionary policies and NIMBY battles all the time.  Stereotypes about the character of affordable housing and its occupants abound, even in relatively poor communities eager for development.  Developers need to “go the extra mile” to assure local officials and residents that the housing will be compatible and a real asset to the community. 

The Need for Federal Intervention in the Rural Housing Sector

California has been a major beneficiary of federal involvement in rural housing and community development for decades.   In fact, State housing assistance programs for rural areas, like the Farmworker Housing Grant Program, were created and structured to provide matching funds for

Federal housing programs, like the USDA Rural Development 514/516 Program.   

CCRH supports the following federal actions recommended by the National Rural Housing Coalition:  

1. For poor families in rural areas, there is no federal housing program.  

In order to serve the lowest income families, government agencies and non-profit organizations must patch together a variety of programs.  This patchwork method expends time and money which may otherwise be used to provide affordable housing to our neediest populations. 

2.  Homeownership

Although homeownership is the prevailing form of housing in rural America, there are significant barriers to affordable housing for low-income families, especially in California which has one of the lowest homeownership rates in the U.S.

a. Increase Assistance to Low-Income Households by Reinvigorating Section 502.  CCRH suggests that this be done through increasing subsidies in Section 502, improving the guaranteed loan program, recapturing repayment funds, expanding the housing counseling program, and institutionalizing grant programs for nonprofits.

b. Build Non-Profit Organization Capacity.  CCRH suggests modifying the USDA Rural Community Development Initiative (RCDI) program to include revolving home loan funds and supporting home ownership tax credit initiatives.  CCRH also supports maintaining the HUD Rural Housing and Economic Development program.

3.  Rental Housing  

Federal support for rural rental housing has dramatically decreased over the past 25 years.  

a. Support Rural Housing Preservation.  The California Housing Partnership Corporation has identified 308 prepayment-eligible Section 515 projects with 13,541 units, plus another 243 HUD projects with 13,476 units subject to prepayment or Section 8 opt-out in rural California.  Two-thirds (67.3%) of these projects and 62.0% of the units are at risk of market-rate conversion.  CCRH suggests increasing the Section 515 allocation for preservation by nonprofit organizations and providing adequate rental assistance to ensure affordability.  We also urge support for H.R. 425, which would provide matching grants to states willing to preserve this housing. 

b. Support the Rural Rental Housing Act.  This bill co-sponsored by Senators Edwards, Jeffords, Leahy, and Wellstone will act as a complement to Section 515, by providing grants to nonprofits and public entities.

c.
Support the National Affordable Housing Trust Fund Act.   This bill co-sponsored by Congresspersons Barbara Lee, John McHugh, and Bernie Sanders will create a new  rental housing production program for the lowest income families.

4. Farmworker Housing

As indicated earlier, it is believed that half of all farmworkers in the country reside permanently in or pass through California in any given year.  Yet, California rural housing organizations receive far less than their share nationally of farmworker funds to house this population.  And, the great majority of California farmworkers receive no government help at all.  

a. Increase funding for Rural Housing Service’s Sections 514 and 516  to $100 million in budget authority in FY 2000.  This will provide $100 million in loans and $50 million in grants to finance housing and related facilities for farmworkers.

5. Infrastructure

Hundreds of rural communities, nationwide, do not have access to clean drinking water and safe waste disposal systems.  A 1995 USDA needs assessment of rural areas showed that more than one million households had no indoor plumbing, and 2.4 million households had critical drinking water needs.  A 1996 EPA Survey demonstrated that small communities (with up to 10,000 residents) will need 21,000 wastewater treatment facilities by 2016 at a cost of approximately $14 billion.  

a. Increase support for USDA’s Rural Utilities Service.  The appropriations for this program are at only 92 percent of the 1995 level.  Accounting for inflation, they are at 82 percent of the 1995 level.

b. Increase support for the Rural Community Assistance Program.  Through the RCAP technical assistance program, more than 4,000 communities in 49 states have received assistance to identify solutions to water problems, improve and protect water quality, and construct and operate facilities.  With restricted funds available, these services are invaluable to the state offices.

6. HOME

States are increasingly important players in rural housing efforts.  CCRH recognizes HOME as an important tool for rural homeownership; however, the most important drawback of the program is that it is not a dependable source of funding as rural communities must apply to states for funding.  

a. Increase availability of HOME in rural areas through a set-aside or other means.  States should spend some of their funds in non-entitlement communities, whether this be through fulfillment of the ComPlans or a rural set-aside.

b. Recapture HOME funds.  States should be encouraged to allow CHDOs to keep funds that are repaid to the CHDOs in order to capitalize the CHDO revolving loan funds.

7. CDBG

CDBG is another valuable housing tool in rural communities; however, community groups cannot apply for CDBG funds on their own (which gives the local government veto power over whether the project may receive funding even before the competition takes place).  In addition, a significant problem with the State and Small Cities Block Grant program from a targeting standpoint is that states may award the grants to communities with populations up to 50,000.  This means that small rural communities must compete with larger jurisdictions for funding.  

a. Increase availability of CDBG in smaller rural areas.  The set-aside for the State and Small Cities Block Grant program must encourage investment in smaller communities than those with populations of 50,000.

