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CITY OF UNION CITY
AGENDA
FOR THE MEETING OF THE
RENT AND TENANT TASKFORCE
MONDAY, NOVEMBER 7, 2016
7:00 P.M.
RUGGIERI SENIOR CENTER, DINING ROOM
33997 ALVARADO‐NILES ROAD
UNION CITY, CALIFORNIA

I.

ROLL CALL:
Duru Ahanotu, Abigail Andrade, Chris Cara, Timothy Conde, Remy Fortier, Annie He, Dorothy
Jackson, Chunchi Ma, Bill Mulgrew, Anna Nunez, Ian Palavi, Marjorie Rocha, Tony Samara, Jamie
Sessions, Chung Wu

II.

APPROVAL OF MINUTES:
Minutes from the October 17, 2016 meeting

III.

UNFINISHED BUSINESS:
A. Additional Data

IV.

PUBLIC COMMENTS:
(This is an opportunity for the public to speak. Each speaker will be granted up to 3 minutes to
speak. This allotted time cannot be aggregated or passed on to another individual. In instances
where more than five members of the public wish to address the Taskforce, the three minute
time limit may be abbreviated at the discretion of the Moderator in order facilitate the business
of the Taskforce.)

V.

PRESENTATIONS:
A. Initial Voting on Tenant Protection Measures

VI.

TASKFORCE DISCUSSION:
A. Initial Voting on Tenant Protection Measures
B. Other Alternatives

VII.

ADJOURNMENT:

-1-

CITY OF UNION CITY
MINUTES
FOR THE MEETING OF THE
RENT AND TENANT TASKFORCE
MONDAY, OCTOBER 17, 2016
7:00 P.M.
RUGGIERI SENIOR CENTER, DINING ROOM
33997 ALVARADO‐NILES ROAD
UNION CITY, CALIFORNIA

I.

ROLL CALL:
City Manager, Tony Acosta called the meeting to order at 7:01 p.m.
Taskforce Members: Duru Ahanotu, Abigail Andrade, Chris Cara, Timothy Conde, Remy Fortier,
Annie He, Dorothy Jackson, Chunchi Ma, Bill Mulgrew, Anna Nunez, Ian Palavi, Marjorie Rocha,
Tony Samara, Jamie Sessions, Chung Wu
Absent: Annie He and Marjorie Rocha
Staff: Tony Acosta, City Manager; Kris Kokotaylo, Deputy City Attorney; Joan Malloy, Economic
and Community Development Director; Alin Lancaster, Housing and Community Development
Coordinator; Lorena Gonzalez, Administrative Assistant

II.

APPROVAL OF MINUTES:
The regular Taskforce minutes for October 03, 2016 were approved as submitted.

III.

UNFINISHED BUSINESS:
Request for Additional Rental and Demographic Data
Alin Lancaster, HCD Coordinator, gave a presentation on the request for data from the previous
meeting.
Remy Fortier asked if there was a reason why Hispanic/Latinos weren’t included as a race
Alin Lancaster responded that Hispanic/Latino is considered to be an ethnicity, not a race.
Alin Lancaster noted that there was an error in the presentation under the 2016 income limits
published by the US Department of Housing and Urban Development. The top row of the data
should be very‐low income and the middle row extremely‐low income. They were published out
of order.
Chunchi Ma asked what is defined as income in determining housing cost burden. If it was pre‐
tax or post tax.
Alin Lancaster responded that it was gross income (i.e. pre‐tax) and defined housing cost burden
as more than 30% of gross income being spent on housing.
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Chunchi Ma asked if any larger apartment buildings were built after 1995.
Alin Lancaster responded that Avalon Union City was built after 1995.
Dorothy Jackson asked for the total number of property owners that own only one rental
property.
Alin Lancaster responded that she did not calculate that information and could provide it for a
future meeting.
Tony Acosta asked the Taskforce members if they would be interested in receiving income and
inflation data.
Bill Mulgrew would like to see how the housing supply has kept up with population growth.
Chris Cara noted that over 51 percent of renters are cost burden and hoped the discussion
would be centered on addressing that issue.
IV.

PRESENTATIONS:


Presentation on Rent‐Related Ordinances in Other Bay Area Cities
Alin Lancaster, HCD Coordinator, gave a presentation on Rent Related Ordinances in
Other Bay Area Cities.
Chunchi Ma noted that both Berkeley and Oakland have the most restrictive rent
control in the East Bay and they also have the highest rents.
Remy Fortier commented that it could also be said that the high cost of rent was what
created the necessity for rent stabilization.



Presentation on Bay Area Ballot Measures
Alin Lancaster, HCD Coordinator, gave a presentation on Bay Area Ballot Measures.
Duru Ahanotu asked what costs were associated with implementing tenant protection
measures, and if the largest costs came from enforcement.
Alin Lancaster responded that implementation would include enforcement, education,
and outreach costs and that additional staff may have to be hired. For example,
additional finance staff may need to be hired to collect and enforce the rental
registration fees. Additional staff could also be needed for educating the public, fielding
phone calls from tenant and landlords, and staffing a Rent Review Board.



Presentation on Affordable Housing Programs & Initiatives
Alin Lancaster, HCD Coordinator, gave a presentation on Affordable Housing Programs &
Initiatives.
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Tony Acosta noted the average cost per unit for construction of a multifamily unit was
about $500,000 a unit. The potential $9,000,000 that would come from Measure A1, if it
passes, could construct less than 20 units.
V.

TASKFORCE DISCUSSION:
Tony Samara – Stated there is a supply and demand issue but we cannot wait 40‐50 years to
deal with the fact that over half of the residents in Union City are rent burden. There is a need
to talk about the solutions, how to move forward and focus on how we are defining the problem
which is rent burden, rents, and evictions today.
Abigail Andrade ‐ Stated there are a lot of youth who can’t sleep in their car because they don’t
own one. They are couch surfing with friends or out on the street. It’s unfortunate that
someone’s poverty created a job for one of the displaced families. Currently, it is a crisis for
renters; it is not a crisis for landlords. She doesn’t feel confident with the process. Action is not
being taken while coming up with a solution and demands a moratorium on rent increases while
the process continues.
Chris Cara – Stated it is appalling that 51 percent of Union City renters are cost burdened and
secondly, it is appalling that there has to be a CAREavan Program. It appears that the landlord
advocates have successfully bought our City Council, and infiltrated this taskforce. Comments at
the September 13th City Council meeting suggested that Tom Silva of the Rental Housing
Association was informing Council Members on possible impartial members. This is
inappropriate. We have a couple of impartial members that seem to be realtors, Remy and
Anna. In addition, a couple of candidates running for City office admitted to receiving campaign
contributions from Bay East Association of Realtors. We need a moratorium on rent increases
and just cause evictions while we find a long term solution. This process is dishonest and is
neither fair nor equitable.
Ian Palavi ‐ Stated there has to be transparency with renters. What do the landlords use the rent
for, what are their expenses, where does that money go, how much do they pocket. If landlords
want to raise rents, tells us where that money is going. How much do landlords spend to
prepare the property for a disaster, as opposed to waiting for the tenant to need something,
and then spend the least amount of money to repair it.
Chung Wu ‐ Stated the cost to purchase a property has increased 33 percent more than rent
increases. When a landlord buys a property they have to use their own income to subsidize the
purchase of the property. For many landlords, in the beginning, they have a negative cash flow.
They hope over time the rental market will pick up, rents can be increased, property values rise,
break even, and make a slight profit.
Chunchi Ma – Stated that rents are reaching a plateau. In Union City they have a two bedroom
unit for $1,700. In the past, there were multiple inquiries and after an open house they only had
two families. They have a unit in another city where they had to drop the rent $100. To be fair,
housing is a community problem and hopes the entire community steps in to help. He supports
Section 8 housing vouchers, but doesn’t want to punish a subset of a group (landlords) to
subsidize another group (renters).
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Jamie Sessions ‐ For the past 35 years rental housing prices have been very cyclic. The rental
properties in Berkeley under rent control are not properly maintained and in poor condition.
The same will happen to the rental units in Union City if rent control is imposed.
Duru Ahanotu‐ Asked if any seniors or families living in affordable housing were cost burden.
Alin Lancaster‐replied that they could potentially be cost burden.
Duru Ahanotu‐ Asked if the $9,000,000 that would be available to Union City if Alameda
County’s Measure A1 passes, would only be applied to new construction.
Alin Lancaster‐ Responded that it could only be used for new construction or potentially for
rehabilitation. It has to be used for construction or acquisition. It cannot be used as a rent
subsidy program.
Dorothy Jackson – Stated that she has been a member of Bay East Association of Realtors for the
past 40 years and has been representing homeowners and renters for a long time. She sells
property, lists property, helps people buy property, and knows different kinds of mortgage
programs to help them. The people she manages property for are single property owners. If
those property owners cannot keep their properties due to rent control, they will sell, resulting
in less rental properties in Union City.
Bill Mulgrew ‐ Noted that we cannot take the housing supply question off the table. According
to the State of California Legislative Analyst Office it is a primary consideration in high rents
areas in coastal California. Landlords are not the cause of high rents. Landlords are taking rents
that are driven by too many people searching for housing. Punishing those landlords for
supplying the housing seems out of place.
Timothy Conde ‐ Stated that at Centro de Servicios, they see 5 to 6 people a week whose rent
has gone from $800 to $2500. If the same were to happen to his mortgage, he would have to
move. There are people in five houses on his street that are employed by Facebook.
Employment in Silicon Valley is one of the reasons for the rent increase in Union City.
Anna Nunez – Stated that she is an impartial member that sees both sides of the spectrum. She
could see the business aspect as well as the social responsibility. As a homeowner, she
understands the cost and implications of maintaining a home and the pride in home ownership.
There is a disconnect in the community; our middle schools are performing at low levels and the
medium income is $70,000. There are gang related problems and people lining up at Centro de
Servicios. We can’t just depend on government, and we just can’t depend on the business
sector.
Remy Fortier – Stated that she has been a real estate agent for 10 years but was a tenant for 30
years. There are great landlords out there that care and are responsible, but there are also a lot
of greedy landlords that are out simply to make a profit. Thirty percent of our residents are
renters and it is our duty to care about them. We do not look at the financials of the landlord in
any of these programs. There are landlords with deep pockets. We should take into account the
ratio of how much profit they are making on each of those properties.
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VI.

PUBLIC COMMENTS:
Josephine, 2nd Street ‐ There has to be a happy medium where landlords and tenants can
coincide and be happy with one another. Renters are paying $1,200 one month and then $2,500
the following. She doesn’t think anyone buys property to break even or lose money. The house
that she rents was not in the best condition and she invested approximately $3,000 to make it
gorgeous, it doesn’t take $50,000. This process should not take a year, two or three. She has a
co‐worker that has been homeless a year and a half. He goes from parking lot to parking lot and
takes showers wherever he can find.
Mike De Lao, 5th Street ‐ Decoto is a big rental target, which is a middle class neighborhood and
has some of the cleanest houses in the City. How much of the rent is being put back into the
properties? We need to move forward from the data and start looking at the renters. We need
to find a happy medium.
Gina Pacaldo ‐ Requested a short bio of the Taskforce members to be public information. There
has to be some kind of a balance. She agrees with rent stabilization, no more than the rate of
inflation, and just cause eviction. She would like the consideration of a moratorium on rent
increases and just cause evictions. This process is going to take a long time if a moratorium is in
place now it can be a way of stabilizing the crisis.
Maria Ramirez, 13th Street – stated she is a Decoto resident and her family helped start the
Puerto Rican Mutual Aid Society. This issue is more than just rent and landlords. It is another
aspect of a huge inequity. When you have houses that are half a million dollars, a million dollars
and rents are paying people’s mortgages. People have a right to shelter, aside from the data she
wishes there were videos at the meeting of families who are homeless and would like a
moratorium on rent control.
Jamie Patino, 9th Street ‐ Chairman of the Human Relations Commission, stated that people are
having to move out of the area and state because they can’t afford to live in Union City. From
1993 to 2016 it’s only a 3 percent compound interest increase but our wages haven’t gone up
the same amount. The fact that there is a Taskforce shows that there is a problem. We have the
CAREavan Program brought on by necessity. Most of the families in that program are working
people. They just can’t afford to live here. The Taskforce members can take‐in all the data, but
please work with your fellow Taskforce members and find something you all can live with .The
City is depending on you, and he hope this can be a model than can be replicated in other parts
of the Bay Area and state.
Anthony Landers ‐ Stated it was alarming to hear the value of money over a human being. We
are talking about inequalities. Property owners have assets, renters do not. Something to keep
in mind is that renters don’t have anything to fall back on. He demands a moratorium on rent
increase and just cause evictions.

VII.

ADJOURNMENT:
The meeting was adjourned at 9:03 p.m.
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MEETING AGENDA
I. Roll Call
II. Approval of 10/17/16 Minutes
III. Unfinished Business
A. Additional Data
IV. Public Comments
V. Presentations
A. Initial Voting on Tenant Protection Measures
VI. Taskforce Discussion
A. Initial Voting on Tenant Protection Measures
B. Other Alternatives
VII. Adjournment
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ITEM III.
ADDITIONAL DATA
3

MEDIAN INCOME
$120,000
$100,000
$80,000
$60,000
$40,000
$20,000
$-

Source: American Community Survey

Average Household size - 3.46 persons
Married Couple Families family that contains a
married couple
Families - household that
contains at least two related
people
Household - an occupied
housing unit
Nonfamily Households - a
householder living alone or
with nonrelatives only
4
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MEDIAN INCOME
2005 2006 2007 2008 2009 2010
Households

2012 2013 2014

%

77,542 76,223 87,891 81,491 86,761 83,629 82,634 83,066 82,083 82,564

% Change
N/A -1.7% 15.3% -7.3% 6.5% -3.6%
30% of
Monthly Income 1,939 1,906 2,197 2,037 2,169 2,091
Families

2011

-1.2%

0.5%

-1.2%

0.6%

2,066

2,077 2,052 2,064

6.5%

81,293 82,717 87,307 89,803 91,976 92,038 91,176 93,363 92,930 93,050

% Change
N/A 1.8% 5.5% 2.9% 2.4% 0.1%
30% of
Monthly Income 2,032 2,068 2,183 2,245 2,299 2,301

-0.9%

2.4%

-0.5%

0.1% 14.5%

2,279

2,334 2,323 2,326
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Source: American Community Survey

MEDIAN INCOME
2005 2006 2007 2008

2009

2010

2011

2012

2013 2014

%

Married Couple
Families
88,103 87,544 91,779 105,270 100,533 102,543 102,023 106,642 107,204 106,911
% Change
N/A -0.6% 4.8%
14.7%
30% of
Monthly Income 2,203 2,189 2,294 2,632
Nonfamily
Households
32,875 41,402 32,331 37,147
% Change
30% of
Monthly Income

N/A

25.9% -21.9%

822

1,035

Source: American Community Survey

808

-4.5%

2.0%

-0.5%

4.5%

0.5%

-0.3% 21.3%

2,513

2,564

2,551

2,666

2,680

2,673

35,230

39,205

39,083

39,647

37,708 44,115

14.9%

-5.2%

11.3%

-0.3%

1.4%

-4.9%

929

881

980

977

991

943

17.0% 34.2%
1,103
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See Attachments A
for more info

AVERAGE RENT
Properties with 50+ Units

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Average Rent
% Change
Studio
% Change
1 bd/1 ba
% Change
2 bd/1 ba
% Change
2 bd/2 ba
% Change
3 bd/2 ba
% Change

1,128
-0.6%
913
-3.1%
999
-0.5%
1,197
-0.6%
1,327
-0.8%
1,653
6.2%

1,200
6.4%
992
8.7%
1,088
8.9%
1,252
4.6%
1,403
5.7%
1,761
6.5%

1,307
8.9%
1,055
6.4%
1,197
10.0%
1,353
8.1%
1,528
8.9%
1,792
1.8%

1,349
3.2%
1,118
6.0%
1,229
2.7%
1,413
4.4%
1,578
3.3%
1,814
1.2%

1,238
-8.2%
1,052
-5.9%
1,119
-9.0%
1,275
-9.8%
1,445
-8.4%
1,759
-3.0%

1,318
6.5%
1,035
-1.6%
1,173
4.8%
1,277
0.2%
1,611
11.5%
2,138
21.5%

1,420
7.7%
1,157
11.8%
1,281
9.2%
1,392
9.0%
1,707
6.0%
2,145
0.3%

1,563
10.1%
1,425
23.2%
1,432
11.8%
1,490
7.0%
1,876
9.9%
2,147
0.1%

1,733
10.9%
1,560
9.5%
1,578
10.2%
1,663
11.6%
2,010
7.1%
2,222
3.5%

1,917
10.6%
1,649
5.7%
1,785
13.1%
1,874
12.7%
2,247
11.8%
2,312
4.1%

%
70%
81%
79%
57%
69%
40%
7

Source: RealFacts

See Attachments A & B
for more info

AVERAGE RENT
Properties with 50+ Units

Average
% Change
Studio
% Change
1 bd 1 bth
% Change
2 bd 1 bth
% Change
2 bd 2 bth
% Change
3 bd 2 bth
% Change
Source: RealFacts

Q3
2014
1,962
N/A
1,669
N/A
1,789
N/A
1,955
N/A
2,339
N/A
2,330
N/A

Q4
2014
2,008
2%
1,688
1.1%
1,873
4.7%
1,909
-2.4%
2,385
2.0%
2,395
2.8%

Q1
2015
2,053
2%
1,781
5.5%
1,908
1.9%
1,933
1.3%
2,456
3.0%
2,585
7.9%

Q2
2015
2,191
7%
2,028
13.9%
2,015
5.6%
2,042
5.6%
2,593
5.6%
2,585
0.0%

Q3
2015
2,225
2%
2,085
2.8%
2,031
0.8%
2,098
2.7%
2,643
1.9%
2,649
2.5%

Q4
2015
2,217
0%
1,995
-4.3%
2,083
2.6%
2,088
-0.5%
2,567
-2.9%
2,585
-2.4%

Q1
2016
2,264
2%
2,035
2.0%
2,111
1.3%
2,224
6.5%
2,606
1.5%
2,585
0.0%

Q2
2016
2,294
1%
2,029
-0.3%
2,057
-2.6%
2,251
1.2%
2,808
7.8%
2,585
0.0%

Q3
2016
2,265
-1%
1,949
-3.9%
2,078
1.0%
2,237
-0.6%
2,687
-4.3%
2,585
0.0%
8
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AVERAGE RENT

Properties with 50+ Units

2,900
2,700
2,500

Average
Studio
1 bd 1 bth
2 bd 1 bth
2 bd 2 bth
3 bd 2 bth

2,300
2,100
1,900
1,700
1,500
Q3
Q4
Q1
Q2
Q3
Q4
Q1
Q2
Q3
2014 2014 2015 2015 2015 2015 2016 2016 2016
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Source: RealFacts

CPI – PERCENT CHANGE

1996 to 2016 Average = 2.2%

4.0%

3.9%

3.5%
2.9%

2.8%

2.3%

2.0%

3.4%
3.2%
2.9%
2.7%
2.3%

2.2%

1.6%

1.5%

3.2%

2.1%

1.6%

1.6%

1.5%1.6%
1.1%

1.0%
0.5%

0.1%

0.0%
2014

2013

2012

2010
2011

2009

2006
2007

2005

2004

2002
2003

2001

2000

1998
1999

1997

1996

Source: U.S Department of Labor

2008

-0.4%

-0.5%

2015
2016

3.0%
2.5%

3.4%
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RESIDENTIAL CONSTRUCTION
700

497

2008
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2006

2005

2004

2003

2002

2001

2000

1999

1998

1997

1996

0

2010

8

59

See Attachment C
for more info
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2,959 - Single Family Units

542
485

400

340
266

Source: U.S Census Bureau

2

5

0

1

47

2
2016

2

2015

2009

2007

2006

2005

2004

2003

2002

2001

2000

1999

1998

1997

1996

0

2008

21 2

2014

88 88 92

100

177

132 111

2013

200

2012

254

2011

302

2010

500

300

0

Source: U.S Census Bureau

RESIDENTIAL CONSTRUCTION
600

5

2016

102

2015

88

170

124

2014

100

136

2013

127

2012

200

290

286

237

2009

300

339

303

2011

500
400

617

610 600

600

4,430 - Total Units
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RESIDENTIAL CONSTRUCTION
450

984 – Multi-Family Units
392

400
350
300

243

250
200

157

150

0

0

0

2010

2011

2012

2013

2014

36
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Source: U.S Census Bureau

RESIDENTIAL CONSTRUCTION
140

2016

0

2
2015

0

6
2009

2007

22
2006

2005

1999

5
2004

1998

0

2003

0

2

2002

0

2001

0

2000

0

1997

0

39
1996

50

2008

80

100

125

487 – Affordable Units

120

120

100

100
80

57

45

0

0

0

0

0

2013

2014

2015

2016

0

2012

0

2011

2002

0

2010

2001

0

2009

2000

0

2008

0

2007

0

2006

0

2005

0
1999

1998

0
1997

0

1996

20

2004

40

40

2003

60

14
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RENTAL HOUSING – OWNERSHIP DATA
Multi-Family Properties including duplexes, triplexes, and quadraplexes
# of Rental
Properties Owned

# of
Property Owners

1

226

2

13

3

4

4

3

5 or more

2

Total

248
Source: Alameda County Assessor

URBANDISPLACEMENT Project
•

UC Berkeley / UCLA research and action initiative
http://www.urbandisplacement.org/

•

Regional level - market-rate and subsidized housing reduce
displacement pressures, but subsidized housing has over double
the impact.

•

Market-rate production is associated with a higher housing cost
burden for low-income households, but lower median rents in
subsequent decades.

•

There is no clear relationship or correlation between building new
housing and keeping housing affordable in a particular
neighborhood.

See Attachment D
for more info

16

8

Rent and Tenant Taskforce ‐ Meeting 3

11/7/16

URBANDISPLACEMENT Project

1
1

1

1
1

1

2

1
1

4
1

1
4

1
1
17

NHUSD - DISPLACED FAMILY DATA
117 students classified as Displaced/Homeless as of 10/26/2016
•

51 families, 4 individuals

•

57 students - doubled up (e.g. living with other families)

•

19 students - living in motels/hotels

•

22 students - doubled up & motel/hotel

•

19 students - unknown shelter (did not disclose their shelter: mix
of: vehicle, local shelter, couch surfing, motel, etc.)

18
Source: New Haven Unified School District
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LEGISLATIVE ANALYSTS OFFICE REPORTS
•

Need for housing assistance exceeds resources

•

Very expensive to expand existing affordable housing programs
• Example: ~$250 billion to build housing for the 1.7 million rent-burdened,
low-income residents

•

Lack of supply drives housing costs up

•

Private development indirectly adds housing at the lower end of the market

•

More private development associated with less displacement

See Attachments E & F
for more info

19

ITEM IV.
PUBLIC COMMENTS
20
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Rent and Tenant Taskforce ‐ Meeting 3

11/7/16

ITEM V.
INITIAL VOTING ON TENANT
PROTECTION MEASURES
21

TENANT PROTECTION MEASURES
A. Tenant/Landlord Mediation
B. Minimum Lease Terms
C. Harassment Protections
D. Relocation for No Fault Evictions
E. Just Cause Evictions
F. Rent Stabilization

22

11

Rent and Tenant Taskforce ‐ Meeting 3

11/7/16

VOTE ON EACH CATEGORY
In Favor
Opposed
Undecided

23

A. TENANT/LANDLORD MEDATION
• Ordinances that either offer or require a
mediation process before a landlord is able to
impose a rent increase
• Non-binding mediation can be applied to all
rental units
• 3rd party mediators or Rent Review Boards
oversee the process & provide
recommendations

In Favor
Opposed
Undecided

• Rent Review Board normally is comprised of
tenant, landlord, and impartial
representatives
24
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A. TENANT/LANDLORD MEDIATION

In Favor Opposed Undecided

Oversight
Appointed Rent Review Board; or
3rd Party Mediator
Eligible Units
All rentals; or
Multi-family only
Threshold
Any rent increase
5% or more increases only
7% or more increases only
10% or more increases only
Non-Mandatory or Mandatory
Mediation is not mandatory; or
Mediation is mandatory
Enforcement
Binding (only applicable to Pre-1995 MFR); or
Non-Binding

25

B. MINIMUM LEASE TERMS
•

Requires landlords to offer tenants
longer term leases

•

Protects tenants from receiving
rent increases during the term of
the lease

•

Can be applied to all rental units

In Favor
Opposed
Undecided

26
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B. MINIMUM LEASE TERMS
In Favor

Opposed Undecided

Term
Minimum 6 month lease
Minimum 12 month lease
Eligible Units
All rentals; or
Multi-family only
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C. HARASSMENT PROTECTIONS
Ordinance that protects tenants
from landlord harassment and
retaliation

In Favor
Opposed
Undecided

28
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C. HARASSMENT PROTECTIONS
In Favor Opposed Undecided
Eligible Units
All rentals; or
Multi-family only
Types of Harassment
Failure to make repairs
Threats (physical/verbal)
Privacy Violation
Refusal to accept rent
Fraud
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D. RELOCATION FOR NO FAULT EVICTIONS
Requirement for landlords to pay
relocation to the tenant when the
eviction is not the fault of the tenants

In Favor
Opposed
Undecided

30
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D. RELOCATION FOR NO FAULT EVICTIONS
In Favor Opposed Undecided
Eligible Units
All rentals; or
Multi-family only

Eligible Renters
All renters; or
Low-income (80% AMI), elderly, and disabled renters
only; or
All renters but low-income/elderly/disabled would
receive higher payment

Types of No Fault Evictions
Owner / Family Occupancy
Substantial Rehabilitation
Selling Unit
Demolition of Unit
31

E. JUST CAUSE EVICTION PROTECTIONS
•

•

Restricts the reasons for which
a landlord can evict a tenant
(i.e. Landlord must have a
“just cause” for evicting a
tenant)
Works in tandem with rent
stabilization ordinances

In Favor
Opposed
Undecided

32
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E. JUST CAUSE EVICTION PROTECTIONS
In Favor Opposed Undecided
Eligible Units
All rentals*; or
Pre-1995 Multi-Family
Types of Just Cause Evictions
Not paying rent
Lease violations
Damaging Unit
Illegal activity
Unauthorized subtenant
Owner / Family Occupancy
Substantial Rehabilitation
*For units not eligible for rent control, just cause eviction protections could have a
minimal effect as there are no restrictions as to how much landlords can raise rents
33

F. RENT STABILIZATION
• Limits rent increases
Eligible for
Rent Stabilization
Multi-family homes
built on or before
February 1, 1995
(includes duplexes,
triplexes, and
fourplexes)

Not Eligible for
Rent Stabilization
• Single Family
• Condos
• Any home built after
February 1, 1995
(including multi- family)

In Favor
Opposed
Undecided

34
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F. RENT STABILIZATION

In Favor

Opposed

Undecided

Max Rent Increase*
65% of CPI = $32
CPI = $50
5% = $113
7% = $159
10% = $226
Pass Through
No Pass Through
Taxes
Fees (e.g. rent registration fee)
Capital Improvements
Utilities
Adjustment Banking
No Adjustment Banking
Bank 1 year increase
Bank 3 years of increases
*Assumptions: Ave Rent = $2,265

|

20-Year Ave CPI = 2.2%
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ITEM VI.A
TASKFORCE DISCUSSION
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ITEM VI. B
OTHER ALTERNATIVES
37
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Tenant Protection Measures
Name:
In Favor
A Tenant/Landlord Mediation
Oversight
Appointed Rent Review Board; or
3rd Party Mediator
Eligible Units
All rentals; or
Multi‐family only
Threshold
Any rent increase; or
5% or more increases only
7% or more increases only
10% or more increases only
Non‐Mandatory or Mandatory
Mediation is not mandatory; or
Mediation is mandatory before a rent increase can go into
effect
Enforcement
Binding (only applicable to Pre‐1995 MFR); or
Non‐Binding

B Minimum Lease Terms
Term
Minimum 6 month lease
Minimum 12 month lease
Eligible Units
All rentals; or
Multi‐family only

C Harassment Protections
Eligible Units
All rentals; or
Multi‐family only
Types of Harassment
Failure to make repairs
Threats (physical/verbal)
Privacy Violation
Refusal to accept rent
Fraud

D Relocation for No Fault Evictions
Eligible Units
All rentals; or
Multi‐family only
Eligible Renters
All renters; or
Low‐income (80% AMI), elderly, and disabled renters only; or
All renters but low‐income/elderly/disabled would receive
higher payment
Types of No Fault Evictions
Owner / Family Occupancy
Substantial Rehabilitation
Selling Unit
Demolition of Unit

Opposed

Undecided

In Favor

Opposed

Undecided

E Just Cause Evictions
Eligible Units
All rentals*; or
Pre‐1995 Multi‐Family
Types of Just Cause Evictions
Not paying rent
Lease violations
Damaging Unit
Illegal activity
Unauthorized subtenant
Owner / Family Occupancy
Substantial Rehabilitation

F Rent Stabilization (only applicable to Pre‐1995 MFR)
Max Rent Increase**
65% of CPI = $32
CPI = $50
5% = $113
7% = $159
10% = $226
Pass Through
No Pass Throughs
Taxes
Fees (e.g. rent registration fee)
Capital Improvements
Utilities
Adjustment Banking
No Adjustment Banking
Bank 1 year increase
Bank 3 years of increases
*For units not eligible for rent control, just cause eviction protections could have a minimal effect as there
are no restrictions as to how much landlords can raise rents
**Assumptions
20‐Year CPI Average = 2.2%
Q3 2016 Average Rent = $2,265

Attachment A
Average Rent ‐ Properties with 50+ Units
1993
Average Rent
% Change
Studio
% Change
1 Bed/1 Bath
% Change
2 Bed/1 Bath
% Change
2 Bed/2 Bath
% Change
3 Bed/2 Bath
% Change
Avg. Occupancy

$758
N/A

1994
$763
0.7%

1995
$778
2.0%

1996
$851
9.4%

1997

1998

$645
$646
$658
$735
$790
$848
N/A
0.2%
1.9% 11.7%
7.5%
7.3%
$693
$701
$721
$795
$864
$946
N/A
1.2%
2.9% 10.3%
8.7%
9.5%
$782
$782
$795
$862
$970 $1,068
N/A
0.0%
1.7%
8.4% 12.5% 10.1%
$874
$875
$891
$978 $1,077 $1,179
N/A
0.1%
1.8%
9.8% 10.1%
9.5%
$1,060 $1,060 $1,085 $1,121 $1,246 $1,451
N/A
0.0%
2.4%
3.3% 11.2% 16.5%
97.1%

96.6%

97.6%

98.2%

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

$938 $1,031 $1,098 $1,465 $1,450 $1,219 $1,160 $1,135 $1,128 $1,200 $1,307 $1,349 $1,238 $1,318 $1,420 $1,563 $1,733 $1,917 $2,171
10.2%
9.9%
6.5% 33.4% ‐1.0% ‐15.9% ‐4.8% ‐2.2% ‐0.6%
6.4%
8.9%
3.2% ‐8.2%
6.5%
7.7% 10.1% 10.9% 10.6% 13.2%

95.8%

96.6%

$905
6.7%
$1,004
6.1%
$1,127
5.5%
$1,281
8.7%
$1,552
7.0%

$1,312
45.0%
$1,373
36.8%
$1,448
28.5%
$1,699
32.6%
$1,889
21.7%

$1,164
‐11.3%
$1,332
‐3.0%
$1,514
4.6%
$1,669
‐1.8%
$1,890
0.1%

$1,003
‐13.8%
$1,103
‐17.2%
$1,282
‐15.3%
$1,426
‐14.6%
$1,700
‐10.1%

$902
‐10.1%
$1,069
‐3.1%
$1,219
‐4.9%
$1,358
‐4.8%
$1,700
0.0%

97.7%

97.8%

95.8%

94.7%

95.2%

$942
$913 $ 992
4.4% ‐3.1%
8.7%
$1,004
$999 $1,088
‐6.1% ‐0.5%
8.9%
$1,204 $1,197 $1,252
‐1.2% ‐0.6%
4.6%
$1,338 $1,327 $1,403
‐1.5% ‐0.8%
5.7%
$1,556 $1,653 $1,761
‐8.5%
6.2%
6.5%
94.4%

95.4%

96.1%

2016*
$2,274
4.8%

$1,055
6.4%
$1,197
10.0%
$1,353
8.1%
$1,528
8.9%
$1,792
1.8%

$1,118
6.0%
$1,229
2.7%
$1,413
4.4%
$1,578
3.3%
$1,814
1.2%

$1,052
‐5.9%
$1,119
‐9.0%
$1,275
‐9.8%
$1,445
‐8.4%
$1,759
‐3.0%

$1,035
‐1.6%
$1,173
4.8%
$1,277
0.2%
$1,611
11.5%
$2,138
21.5%

$1,157
11.8%
$1,281
9.2%
$1,392
9.0%
$1,707
6.0%
$2,145
0.3%

$1,425
23.2%
$1,432
11.8%
$1,490
7.0%
$1,876
9.9%
$2,147
0.1%

$1,560
9.5%
$1,578
10.2%
$1,663
11.6%
$2,010
7.1%
$2,222
3.5%

$1,649
5.7%
$1,785
13.1%
$1,874
12.7%
$2,247
11.8%
$2,312
4.1%

$1,972
19.6%
$2,009
12.5%
$2,040
8.9%
$2,565
14.2%
$2,601
12.5%

$ 2,004
1.6%
$ 2,082
3.6%
$ 2,237
9.7%
$ 2,700
5.3%
$ 2,585
‐0.6%

96.7%

96.4%

95.1%

96.4%

97.4%

97.0%

96.0%

97.3%

96.4%

96.6%

$3,000
$2,500
Average Rent

$2,000

Studio
1 Bed/1 Bath

$1,500

2 Bed/1 Bath
$1,000

2 Bed/2 Bath
3 Bed/2 Bath

$500
$0
1993

1994

1995

1996

Source: 2015 Housing Element / RealFacts
*2016 data is only for Q1‐Q3

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016*
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Average Rent ‐ Properties with 50+ Units
Q3 2014 to Q3 2016

Average
$
% Change
Studio
$
% Change
1 bd 1 bth
$
% Change
2 bd 1 bth
$
% Change
2 bd 2 bth
$
% Change
3 bd 2 bth
$
% Change
Source: RealFacts

Q3
2014
1,962
N/A
1,669
N/A
1,789
N/A
1,955
N/A
2,339
N/A
2,330
N/A

$
$
$
$
$
$

Q4
2014
2,008
2%
1,688
1.1%
1,873
4.7%
1,909
‐2.4%
2,385
2.0%
2,395
2.8%

$
$
$
$
$
$

Q1
2015
2,053
2%
1,781
5.5%
1,908
1.9%
1,933
1.3%
2,456
3.0%
2,585
7.9%

$
$
$
$
$
$

Q2
2015
2,191
7%
2,028
13.9%
2,015
5.6%
2,042
5.6%
2,593
5.6%
2,585
0.0%

$
$
$
$
$
$

Q3
2015
2,225
2%
2,085
2.8%
2,031
0.8%
2,098
2.7%
2,643
1.9%
2,649
2.5%

$
$
$
$
$
$

Q4
2015
2,217
0%
1,995
‐4.3%
2,083
2.6%
2,088
‐0.5%
2,567
‐2.9%
2,585
‐2.4%

$
$
$
$
$
$

Q1
2016
2,264
2%
2,035
2.0%
2,111
1.3%
2,224
6.5%
2,606
1.5%
2,585
0.0%

$
$
$
$
$
$

Q2
2016
2,294
1%
2,029
‐0.3%
2,057
‐2.6%
2,251
1.2%
2,808
7.8%
2,585
0.0%

$
$
$
$
$
$

Q3
2016
2,265
‐1%
1,949
‐3.9%
2,078
1.0%
2,237
‐0.6%
2,687
‐4.3%
2,585
0.0%

Attachment C
City of Union City
New Residential Units Constructed

Year
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016

Single‐
Family
302
485
542
254
340
88
88
92
132
111
266
177
21
2
2
2
5
0
1
47
2

TOTAL

2959

Multi‐Family Affordable
0
0
0
125
0
45
0
0
157
0
39
0
0
0
2
40
80
120
5
0
22
0
392
0
0
0
6
0
0
100
0
57
0
0
0
0
2
0
243
0
36
0

Source: US Census Bureau

984

487

Total
Units
302
610
587
254
497
127
88
134
332
116
288
569
21
8
102
59
5
0
3
290
38

4430
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URBANDISPLACEMENT Project
As regions across California plan for and invest in
transit oriented development, in part as a response to
SB 375 and the implementation of their Sustainable
Communities Strategies, communities are increasingly concerned about how new transit investment
and related new development will affect the lives of
existing residents, particularly low-income communities of color. The Urban Displacement Project, a
UC-Berkeley research project, analyzed the relationship between transit investment and neighborhood
change, identifying factors that place neighborhoods at risk of displacement and mapping Bay Area
neighborhoods according to levels of risk.
Gentrification, or the influx of capital and higher-income, higher-educated residents into working-class
neighborhoods, has already transformed about 10%
of Bay Area neighborhoods. Displacement, which

occurs when housing or neighborhood conditions
actually force moves, is occurring in 48% of Bay Area
neighborhoods, divided almost evenly between
low-income and moderate/high-income neighborhoods. Displacement can be physical (as building
conditions deteriorate) or economic (as costs rise).
It might push households out, or it might prohibit
them from moving in, called exclusionary displacement. Displacement, whether physical or economic,
may result from disinvestment as well as investment.
Thus, displacement is often taking place with gentrification nowhere in plain sight. Several key factors
are behind both gentrification and displacement:
proximity to rail stations, job centers, and historic
housing stock, as well as location in a strong real estate market. Communities of color and renter neighborhoods are particularly at risk.

KEY STUDY FINDINGS
Regionally, there has been a net gain in 94,408 low-income households between 2000 and 2013. However, there has been a concurrent loss of almost 106,000 naturally-occurring affordable housing units
(where low-income people pay 30% or less of their income on rent).
More than half of low-income households, all over the nine-county region, live in neighborhoods at risk
of or already experiencing displacement and gentrification pressures.
The crisis is not yet half over: More tracts are at risk of displacement in the future compared to those
already experiencing it (in other words, the number of tracts at risk of displacement are 123% higher
than the numbers already experiencing it).
Still, more than half of neighborhoods in the nine-county Bay Area are quite stable, or just becoming
poorer.
In low-income areas, this is due to a combination of subsidized housing production, tenant protections,
rent control and strong community organizing.
Displacement extends far beyond gentrifying neighborhoods: The Bay Area’s affluent neighborhoods
have lost slightly more low-income households than have more inexpensive neighborhoods – a story of
exclusion.
We are losing “naturally occurring” affordable housing in neighborhoods often more quickly than we can
build new housing.
There is no clear relationship or correlation between building new housing and keeping housing
affordable in a particular neighborhood.
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Literature Review
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A literature review of prior work on gentrification and
displacement revealed several findings, including:
Neighborhoods change slowly, but over time are
becoming more segregated by income, due in
part to macro-level increases in income inequality.
Gentrification results from both flows of capital
and people. The extent to which gentrification is
linked to racial transition differs across neighborhood contexts.
New fixed-rail transit has a generally positive effect on both residential and commercial property
values, but its impact varies substantially according to context.
Proximity to high quality schools and parks, as
well as access to highways, increases home values.
Despite severe data and analytic challenges in
measuring the extent of displacement, most studies agree that gentrification at a minimum leads
to exclusionary displacement and may push out
some renters as well.
Previous studies have failed to build a cumulative understanding of displacement because they
have utilized different definitions, compared different populations, and adopted a relatively short
timeframe; there is not even agreement on what
constitutes a significant effect.
Existing studies rarely account or proxy for regional market strength, which undermines their relevance to particular contexts.

Interactive Map
The interactive Urban Displacement Project provides a guide to gentrification and displacement
in every neighborhood in the Bay Area. The map
serves as a regional early-warning system at the
census tract level, with classifications ranging
from not losing low-income housing to advanced
gentrification and advanced exclusion of low-income housing.

Case Studies
Extending these findings further, we delve into nine
neighborhoods in the Bay Area to trace the trajectory
of gentrification and community response. We find:
Gentrification may not precede displacement.
Gentrification is often assumed to be a precursor
to residential displacement, yet in many of our
cases we found that displacement precedes gentrification and that the two processes are often occurring simultaneously.
Gentrification and displacement are regional. Although gentrification and displacement are often
seen as a neighborhood or local phenomenon,
our cases show that they are inherently linked to
shifts in the regional housing and job market.
Despite continued pressures and much anxiety,
many neighborhoods that expected to be at risk
of displacement — such as East Palo Alto, Marin
City and San Francisco’s Chinatown — have been
surprisingly stable, at least until 2013, the most recent year with available data. This is likely due to
a combination of subsidized housing production,
tenant protections, rent control and strong community organizing.
Policy, planning and organizing can stabilize
neighborhoods. Many of the cases have shown remarkable stability, largely due to strengths of local housing policy, community organizing, tenant
protections and planning techniques.
Transportation investment shapes displacement.
Our research suggests that it’s not just the investments in transportation and infrastructure that
can accelerate the processes of gentrification and
displacement, but the planning of such investments as well.

Our displacement typology shows, in an interactive map, neighborhood-level change, including vulnerability to future displacement.
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Anti-Displacement
Policy Analysis
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Even though many Bay Area neighborhoods are at
risk of displacement or exclusion, such change is not
inevitable. Subsidized housing and tenant protections
such as rent control and just-cause eviction ordinances
are effective tools for stabilizing communities, yet the
regional nature of the housing and jobs markets has
managed to render some local solutions ineffective.

Methodology
Over 50 variables were analyzed from 1990-2013 from
various datasets including data on demographics,
transportation, housing, land use, and policies. We developed a gentrification index to characterize places
that historically housed vulnerable populations and
experienced significant demographic shifts and investment in real estate.
To approximate displacement, we calculated the loss
of low income households for each time period. Researchers have found that neighborhood composition
in the United States is considerably stable; therefore we
assume that any neighborhoods that experiences a net
loss of low income households is a result of displacement pressures. Although the change in low income
households could be due to income mobility (e.g.,
low income households moving into middle or upper
income categories, or vice versa), from our analysis of
data from the Panel Study on Income Dynamics we
estimate that there would have been a net increase in
low income households in most places, therefore our
estimates of displacement are likely an underestimate
if anything.
Robust regression models were constructed to estimate the predictors of both gentrification and loss of
low income households/displacement, which were
then incorporated into place typologies for risk of
either gentrification-related displacement or exclusionary displacement which occurs in higher income
neighborhoods.
This research was supported by funding under an award from the U.S.
Department of Housing and Urban Development for the Bay Area Regional
Prosperity Plan, and from a grant from the California Air Resources Board. The
statements and conclusions in this report are those of the authors and do not
necessarily reflect those of the U.S. government or the Air Resources Board.
ii
Methods are available in the two full reports, Developing a New Methodology for Analyzing Displacement (California Air Resources Board), and REWS
Typologies Final Project Report.
iii
See Fang Wei and Paul L. Knox, “Spatial transformation of metropolitan
cities.” Environment and Planning A 47.1 (2015): 50-68.
i

Affordable Housing and Anti-Displacement
Strategies Include:
Affordable Housing Production Strategies
Fiscal Strategies
Affordable housing impact fees
Jobs-housing balance or commercial impact fees
Community benefits agreements
Housing production trust funds
Taxing Powers
Tax exemptions for non-profit affordable housing
Levying parcel taxes, tax-increment financing districts
Bonds
Land Use Controls
Expedited permitting processes for affordable housing
Reduced parking requirements for affordable housing
Inclusionary housing/zoning
Density bonus in exchange for building affordable
units
Accessory dwelling units
Assets and Investments
Public land dedicated to affordable housing
Land banking
Preservation Strategies
Rent stabilization/control
Condominium conversion ordinances
No-net-loss, one-for-one replacement strategies
Single-room occupancy hotels rent and conversion
controls
Mobile home rent controls
Tenant protections and support
Rental assistance
Tenant counseling
Proactive code enforcement
Just Cause eviction policy
Tenant right to purchase laws
Asset Building and Local Economic Development
Minimum wage
Wage theft protections
Local or first source hiring ordinances
Individual development accounts
Homeowner assistance programs
Housing rehabilitation funds
For more information:

Maps and reports are at http://www.urbandisplacement.org/.
Miriam Zuk, Ph.D. mzuk@berkeley.edu or (510) 643-9103
Professor Karen Chapple, chapple@berkeley.edu or (510) 642-1868
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EXECUTIVE SUMMARY

California’s Home Prices and Rents Higher Than Just About Anywhere Else. Housing in
California has long been more expensive than most of the rest of the country. Beginning in about
1970, however, the gap between California’s home prices and those in the rest country started to
widen. Between 1970 and 1980, California home prices went from 30 percent above U.S. levels to
more than 80 percent higher. This trend has continued. Today, an average California home costs
$440,000, about two-and-a-half times the average national home price ($180,000). Also, California’s
average monthly rent is about $1,240, 50 percent higher than the rest of the country ($840 per
month).
Building Less Housing Than People Demand Drives High Housing Costs. California is a
desirable place to live. Yet not enough housing exists in the state’s major coastal communities to
accommodate all of the households that want to live there. In these areas, community resistance to
housing, environmental policies, lack of fiscal incentives for local governments to approve housing,
and limited land constrains new housing construction. A shortage of housing along California’s
coast means households wishing to live there compete for limited housing. This competition bids
up home prices and rents. Some people who find California’s coast unaffordable turn instead to
California’s inland communities, causing prices there to rise as well. In addition to a shortage of
housing, high land and construction costs also play some role in high housing prices.
High Housing Costs Problematic for Households and the State’s Economy. Amid high
housing costs, many households make serious trade-offs to afford living here. Households with
low incomes, in particular, spend much more of their income on housing. High home prices here
also push homeownership out of reach for many. Faced with expensive housing options, workers in
California’s coastal communities commute 10 percent further each day than commuters elsewhere,
largely because limited housing options exist near major job centers. Californians are also four times
more likely to live in crowded housing. And, finally, the state’s high housing costs make California a
less attractive place to call home, making it more difficult for companies to hire and retain qualified
employees, likely preventing the state’s economy from meeting its full potential.
Recognize Targeted Role of Affordable Housing Programs. In recent decades, the state has
approached the problem of housing affordability for low-income Californians and those with unmet
housing needs primarily by subsidizing the construction of affordable housing through bond funds,
tax credits, and other resources. Because these programs have historically accounted for only a small
share of all new housing built each year, they alone could not meet the housing needs we identify in
this report. For this reason, we advise the Legislature to consider how targeted programs that assist
those with limited access to market rate housing could supplement broader changes that facilitate
more private housing construction.
More Private Housing Construction in Coastal Urban Areas. We advise the Legislature to
change policies to facilitate significantly more private home and apartment building in California’s
coastal urban areas. Though the exact number of new housing units California needs to build is

www.lao.ca.gov   Legislative Analyst’s Office
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uncertain, the general magnitude is enormous. On top of the 100,000 to 140,000 housing units
California is expected to build each year, the state probably would have to build as many as 100,000
additional units annually—almost exclusively in its coastal communities—to seriously mitigate
its problems with housing affordability. Facilitating additional housing of this magnitude will
be extremely difficult. It could place strains on the state’s infrastructure and natural resources
and alter the prized character of California’s coastal communities. It also would require the state
to make changes to a broad range of policies that affect housing supply directly or indirectly—
including policies that have been fundamental tenets of California government for many years.

4
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INTRODUCTION
Living in decent, affordable, and reasonably
located housing is one of the most important
determinants of well-being for every Californian.
More than just basic shelter, housing affects our
lives in other important ways, determining our
access to work, education, recreation, and shopping.
The cost and availability of housing also matters
for the state’s economy, affecting the ability of
businesses and other employers to hire and retain
qualified workers and influencing their decisions
about whether to locate, expand, or remain in
California.
Unfortunately, housing in California is
extremely expensive. Many households struggle
to find housing that is affordable and meets their
needs. Amid this challenge, many households make
serious trade-offs in order to live here. Because
of the important role housing plays in the lives of
Californians, the state’s high housing costs are a
major ongoing concern for state and local policy
makers.
The purpose of this report is to provide the
Legislature an overview of the state’s complex and
expensive housing markets, encompassing both
single-family homes and multi-family apartments.
We pay particular attention to identifying what
has caused housing prices to increase so quickly
in recent decades, and provide information to
assist the Legislature in making decisions that will
affect the future performance of the state’s housing
markets. The report covers four main questions:
•

How expensive is housing in California?

•

What has caused housing prices to increase
so quickly over the past several decades
and what would it take to moderate this
trend?

•

What are the consequences of California’s
high housing costs on the state’s
households and the economy generally?

•

What steps should the Legislature take in
the near term as it considers how to address
the state’s high housing costs?

High Housing Costs Are Not California’s Only
Housing Challenge. Though this report focuses
on high housing costs, California also faces other
significant housing challenges meriting legislative
consideration, including: (1) facilitating housing
options for the state’s homeless individuals and
families; (2) mitigating adverse health effects
related to living in substandard housing or housing
near sources of pollution; and (3) removing
noneconomic barriers to housing, such as race,
ethnicity, gender, and disability status. These
challenges are beyond the scope of this report.
However, addressing the state’s high housing costs,
as a broad goal, could help mitigate other housingrelated problems and thus improve the lives of
many Californians.
Information Online. Additional information
on housing in California will be posted on our
California Economy and Taxes blog (www.lao.
ca.gov/LAOEconTax) in the days following this
report’s release.

HOW EXPENSIVE IS HOUSING IN CALIFORNIA?
Housing Is More Expensive in California
Than Just About Anywhere Else. As shown in
Figure 1 (see next page), home prices in California

are much higher than they are in other large states.
(Among all states, only Hawaii is more expensive,
on average, than California.) As of early-2015, the
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Figure 1

Home Prices Higher in California Than in Other Large Statesa
Median Home Value, January 2015
California
Massachusetts
New Jersey
Washington
Colorado
Maryland
New York
Virginia
Arizona
Minnesota
U.S. Average
Florida
Illinois
Wisconsin
Pennsylvania
North Carolina
Louisiana
Georgia
Texas
South Carolina
Missouri
Tennessee
Alabama
Michigan
Ohio
Indiana
100,000

200,000

300,000

400,000

$500,000

a Figure shows largest 25 states according to population.

typical California home cost $437,000, more than
double the typical U.S. home ($179,000). California
renters also face higher costs. In 2013, median
monthly in California was $1,240, nearly 50 percent
more than the national average.
6
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Home Prices and Rents Vary Widely Within
California. In a state as large and economically
diverse as California, some areas have much higher
home prices and rents (and other areas much
lower) than the statewide average. As shown in
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Figure 2 (see next page), for example, home prices
in California’s most expensive metropolitan area
(or “metro”), San Francisco, are more than double
the state average and about six times higher than
Bakersfield, the state’s least expensive metro.
(Throughout our report we use the U.S. census
definitions of metropolitan areas—or metros.
Census metros are comprised of counties—or, in
some cases, a single county—that share similar
socio-economic characteristics and surround
a common urban core.) Rents vary throughout
the state as well. The average monthly rent for a
two-bedroom apartment in San Francisco ($2,000)
was two and a half times greater than the average
in Fresno or Bakersfield (both about $800).
Even California’s Least Expensive Housing
Markets Are More Expensive Than Average.
Single-family home prices and apartment rents
in less costly areas of the state, such as Fresno
and Bakersfield, though considered inexpensive
by California standards, are about average
compared with the rest of the country. Each of
the state’s other major metros are well-above
the rest of nation, even California’s other major
inland metros, Riverside-San Bernardino and
Sacramento.
California’s Home Prices and Rents Have
Risen Faster Than U.S. Average Since the 1940s.
Figure 3 (see page 9) shows how average U.S. and
California home prices have changed over time.
In 1940, the average California home cost about
20 percent more than the average U.S. home. By
the end of the 1940s, the state’s home prices were
30 percent higher than average. Over the next
20 years—1950 through 1970—California home
prices increased about as quickly as the national
average. Beginning in about 1970, however, home
prices throughout the state began to accelerate.
Prices were 80 percent above U.S. levels by 1980,
and by 2010, the typical California home was twice
as expensive as the typical U.S. home. As of 2015,

average California home prices were two-anda-half times higher than average national home
prices.
Many Households Have Difficulty Affording
Housing in California. As we describe in more
detail later in this report, California’s high housing
costs force many households to make serious
trade-offs. In most instances, these trade-offs
are particularly challenging for households with
low incomes. Notable and widespread trade-offs
include (1) spending a greater share of their
income on housing, (2) postponing or foregoing
homeownership, (3) living in more crowded
housing, (4) commuting further to work each day,
and (5) in some cases, choosing to work and live
elsewhere.
Government Housing Programs Ease
Housing Costs for Some. Federal, state, and local
government housing programs generally work in
one of two ways, by: (1) increasing the supply of
moderately priced housing or (2) reducing housing
costs for some households.
•

Programs That Build New Housing.
Federal, state, and local governments
provide direct financial assistance—
typically tax credits, grants, or low-cost
loans—to housing developers for the
construction of new rental housing. In
exchange, developers reserve these units for
lower-income households. (Until recently,
local redevelopment agencies also provided
this type of financial assistance.) Data
suggests these programs together have
subsidized the new construction of about
7,000 rental units annually in the state—or
about 5 percent of total public and
private housing construction—since the
mid-1980s. In addition to direct subsidies,
some local governments increase the
supply of affordable housing by requiring
developers of market-rate housing to set
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Figure 2

California's Housing Prices Vary, but Most Are Well Above U.S. Levels
Average Monthly Rent

Average Home Price
San Francisco
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San Jose
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San Francisco
$2,000
Santa Ana-Anaheim
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San Jose
$1,780
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$1,390
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$1,490
San Diego
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CA Average Rent $1,240

Los Angeles
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CA Average Price $437K

RiversideSan Bernardino
$1,080
U.S.
Average
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Sacramento
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Bakersfield
$820

Sacramento
$333K

Fresno
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RiversideSan Bernardino
$284K

Fresno
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Bakersfield
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Note: Rents based on 2013 American Community Survey. Prices reflect Zillow data, January, 2015.
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aside some of the units they are building
for low- and moderate-income households,
a policy called “inclusionary housing.”
•

low-income tenants for a portion of a
rental unit’s monthly cost. About
400,000 Sign Off
Graphic
California households receive this type of
Secretary
housing assistance. In other cases, local
Analyst
governments limit how much landlords
MPA
can increase rents each year for
existing
Deputy
tenants. About 15 California cities have
these so-called rent controls, including
Los Angeles, San Francisco, San Jose, and
Oakland.

Programs That Help Households Afford
Housing. In addition to constructing new
housing, governments have also taken steps
to make existing housing more affordable.
In some cases, the federal government
makes payments to landlords—known
as housing vouchers—on behalf of

Figure 3

California Home Prices Have Grown Much Faster Than U.S. Prices
Inflation-Adjusted Median Home Prices in 2015 Dollars
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WHY IS HOUSING EXPENSIVE IN CALIFORNIA?
A collection of factors drive California’s high
cost of housing. First and foremost, far less housing
has been built in California’s coastal areas than
people demand. As a result, households bid up the
cost of housing in coastal regions. In addition, some
of the unmet demand to live in coastal areas spills
over into inland California, driving up prices there
too. Second, land in California’s coastal areas is
expensive. Homebuilders typically respond to high
land costs by building more housing units on each
plot of land they develop, effectively spreading the
high land costs among more units. In California’s
coastal metros, however, this response has been
limited, meaning higher land costs have translated
more directly into higher housing costs. Finally,
builders’ costs—for labor, required building
materials, and government fees—are higher in
California than in other states. While these higher
building costs contribute to higher prices throughout
the state, building costs appear to play a smaller role
in explaining high housing costs in coastal areas.
This section describes how each of these factors
increase home prices and rents in California.
Building Less Housing Than People
Demand Drives High Housing Costs
California Is Building Too Little Housing in
Coastal Areas. California is a very desirable place
to live, with temperate weather, long stretches
of coastline, and highly educated and culturally
diverse economic centers. Many households wish
to live in California. However, some of California’s
most sought after locations—its major coastal
metros (Los Angeles, Oakland, San Diego, San
Francisco, San Jose, and Santa Ana-Anaheim),
where around two-thirds of Californians live—do
not have sufficient housing to accommodate all of
the households that want to live here. The lack of
housing on the California coast means households
10 Legislative Analyst’s Office   www.lao.ca.gov

wishing to live there compete for limited housing.
This competition bids up housing costs.
Rising home prices and rents are a signal that
more households would like to live in an area than
there is housing to accommodate them. Housing
developers typically respond to this excess demand
by building additional housing. This does not
appear to be true, however, in California’s coastal
metros. Building activity during the recent housing
boom demonstrates this. During the mid-2000s,
housing prices were rising throughout the country
and, in most locations, developers responded with
additional building. As Figure 4 shows, however,
new housing construction, as measured by building
permits issued by local officials, remained flat
in California’s coastal metros. We also find that
building activity in California’s coastal metros
has been significantly lower than in metros
outside of California that have similar desirable
characteristics—such as temperate weather, coastal
proximity, and economic growth—and, therefore,
likely have similar demand for housing. For
example, Seattle—a coastal metro with economic
characteristics and average temperatures that are
similar to California’s Bay Area metros—added
new housing units at about twice the rate as San
Francisco and San Jose over the last two decades.
(Specifically, Seattle’s housing stock—its total
number of housing units—grew at an average
annual rate of 1.4 percent per year while San
Francisco and San Jose’s housing stock grew by
only 0.7 percent per year.)
Between 1980 and 2010, construction of new
housing units in California’s coastal metros was low
by national and historical standards. During this
30-year period, the number of housing units in the
typical U.S. metro grew by 54 percent, compared
with 32 percent for the state’s coastal metros. Home
building was even slower in Los Angeles and San
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Jump in California Housing Costs Occurred
Graphic
as Building Slowed. A look at housing
costsSign
in Off
California’s coastal metros in recent
decades shows
Secretary
a connection between the slow rate
of building and
Analyst
higher housing costs. The slowdown
MPAin building
Deputy
in California’s coastal metros corresponded
with
a substantial rise in housing costs relative to the
rest of the country. In 1970, home prices in the

Francisco, where the housing stock grew by only
around 20 percent. As Figure 5 shows, this rate
of housing growth along the state’s coast also is
low by California historical standards. During an
earlier 30-year period (1940 to 1970), the number
of housing units in California’s coastal metros grew
by 200 percent.

Figure 4

Housing Construction on California Coast Was Flat During National Housing Boom
Average Number of Building Permits in Major Metros
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state’s coastal metros were about 50 percent more
expensive than in the rest of the country. This gap has
widened considerably since that time. Homes in the
coastal metros are now more than three times more
expensive than the rest of the country. Similarly, rents
have grown more expensive, with the gap between
the coastal metros and the rest of the country
increasing threefold since 1970 (from 16 percent more
expensive to around 50 percent more expensive).
Link Between Development and Housing Costs
Exists Elsewhere Too. The same relationship between
growth of housing supply and housing costs exists
throughout the country, suggesting that what has
occurred in California is not coincidental. Looking
broadly at major metropolitan counties (counties
comprising metros with a population of 500,000 or
greater) throughout the country, places with slower
housing growth generally have more expensive
housing. Based on U.S. Census data, the median
home price in 2010 was just over $300,000 in the fifth
of counties that grew the slowest between 1980-2010,
compared with $195,000 in the fifth of counties that
grew the fastest.
Our review indicates that that the relationship
between growth of housing supply and increased
housing costs is complex and affected by other
factors—such as demographics, local economies,
and weather. Nonetheless, using common statistical
techniques to account for the influence of these other
factors, there remains a strong relationship between
home building and prices. For example, our analysis
suggests that—after controlling for other factors—if a
county with a home building rate in the bottom fifth
of all counties during the 2000s had instead been
among the top fifth, its median home price in 2010
would have been roughly 25 percent lower. Similarly,
its median rent would have been roughly 10 percent
lower.
Spillover of Demand to Live on the Coast Affects
Housing Costs in Inland California. In contrast
to the coast, more home building has occurred in
12 Legislative Analyst’s Office   www.lao.ca.gov

California’s inland metros (Bakersfield, Fresno,
Riverside-San Bernardino, and Sacramento) than
typical U.S. metros. California’s inland metros added
housing at about twice the rate of the typical U.S.
metro between 1980 and 2010. Yet housing costs in
much of inland California are above average relative
to the rest of the country. High housing costs in
the state’s inland metros appear to result largely
from their proximity to California’s coast. Some
households and businesses that want to locate on
California’s coast but find housing too expensive
there locate in California’s inland metros instead.
This displaced demand places pressure on inland
housing markets and results in higher home prices
and rents there. Examining the relationship between
housing costs in neighboring counties throughout
the country using U.S. Census data from 1980 and
2010, we find that this spillover effect is substantial.
Our analysis suggests that—after accounting for
a variety of other factors that can affect housing
costs—a 10 percent increase in housing costs in a
county is associated with a roughly 5 percent increase
in housing costs in its neighboring counties.
High Land Costs and Low Density
Development Make Housing Expensive
Land Costs Are High on the California Coast.
Land prices on the California coast are among
the highest in the country. In contrast, land prices
in inland California typically are at or below the
national average. Comparing land prices across
metropolitan areas can be difficult, largely due to
data limitations. Nonetheless, several estimates of
land values are available in the economics literature
and they find that land is considerably more
expensive on California’s coast. One analysis of land
sales between 2005 and 2010 found that land prices
in California’s metros ranged from twice as expensive
as the average U.S. metro (Oakland and San Diego)
to more than four times as expensive (San Francisco).
We also examined existing data to better understand
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the value of single-family home lots in different areas.
Using American Housing Survey data from 2011, we
found an even greater divergence between California
and the rest of the country. Residential land in an
average U.S. metro was valued at around $20,000 per
acre, compared with over $150,000 in California’s
coastal metros. Land values were highest in San
Francisco, where an acre of land was valued at nearly
$400,000.
High Land Costs Can Be Offset Through Dense
Development. Although high land costs can translate
into higher home prices and rents, it is possible
to offset the effects of high land costs through
more dense development. (The density of housing
refers to the number of housing units per unit of
land—typically measured in units per acre. Higherdensity housing, such as an apartment building,
has more housing units per acre.) Building more
units on the same plot of land allows a developer to
spread land costs across more units, lessening the
impact of land costs on the cost of each unit. This is
because land costs are fixed and do not increase if
a developer builds additional units. For example, if
a developer builds five homes on a plot of land that
costs $100,000, the land cost per unit is $20,000.
Alternatively, if the developer builds ten homes
on the same plot of land, the land cost per unit is
only $10,000. Builders faced with high land costs,
therefore, generally will build more dense housing.
When this occurs, the effect of high land costs on
home prices and rents is reduced.
Little Increase in Housing Densities in Coastal
Metros. While developers typically respond to high
land costs by building more dense housing, this
response appears to be somewhat limited in most
of California’s coastal metros. As a result, high land
costs in these areas have translated more directly into
higher housing costs. We examined U.S. Census data
to compare changes in housing densities during the
2000s in California’s coastal metros to changes in
metros elsewhere in the country. Our initial review

of California’s coastal metros found that housing
densities rose significantly faster in San Francisco
than the other California coastal metros, which is
unsurprising given that San Francisco’s land prices
are higher than just about anywhere else in the U.S.
Because San Francisco appeared to be exceptional,
we focused the rest of our review on California’s
other coastal metros. We compared changes in
density in these other California coastal metros with
metros that have land prices and existing housing
densities similar to those found on California’s
coast. We selected Boston, Las Vegas, Miami, Seattle,
and Washington D.C. as our comparison group of
metros. Our review found that, during the 2000s,
the housing density of a typical neighborhood in
California’s coastal metros rose by 4 percent. This
increase in density was considerably less than the
11 percent average increase in our comparison group.
Furthermore, we estimate that the new housing built
in these comparison metros was about 40 percent
more dense than housing built in California’s
coastal metros. New housing in the comparison
metros had an average density of about 14 units
per acre, compared with about ten units per acre in
California’s coastal metros.
Building Costs Increase Housing Costs
Building Costs Are Higher in California.
Aside from the cost of land, three factors determine
developers’ cost to build housing: labor, materials,
and government fees. All three of these components
are higher in California than in the rest of the
country. Construction labor is about 20 percent
more expensive in California metros than in the
rest of the country. California’s building codes and
standards also are considered more comprehensive
and prescriptive, often requiring more expensive
materials and labor. For example, the state requires
builders to use higher quality building materials—
such as windows, insulation, and heating and cooling
systems—to achieve certain energy efficiency goals.
www.lao.ca.gov   Legislative Analyst’s Office 13
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Additionally, development fees—charges levied on
builders as a condition of development—are higher
in California than the rest of the country. A 2012
national survey found that the average development
fee levied by California local governments (excluding
water-related fees) was just over $22,000 per singlefamily home compared with about $6,000 per
single-family home in the rest of the country. (This
survey reflects school facilities fees imposed during
this period and not the higher so-called “Level 3” fees
that school districts may impose in the future if the
State Allocation Board makes certain declarations
about the availability of school construction funds.)
Altogether, the cost of building a typical single-family
home in California’s metros likely is between $50,000
and $75,000 higher than in the rest of the country.
Effect of Building Costs on Prices and Rents
Varies Across Regions of the State. Higher
building costs contribute to higher housing costs
throughout the state. The relationship between
building costs and prices and rents, however,
differs across inland and coastal areas of the state.

In places where housing is relatively abundant,
such as much of inland California, building costs
generally determine housing costs. This is because
landlords and home sellers compete for tenants
and homebuyers. This competition benefits renters
and prospective homebuyers by depressing prices
and rents, keeping them close to building costs.
In these types of housing markets, building costs
account for the vast majority of home prices. In two
major inland metros—Riverside-San Bernardino
and Sacramento—building costs account for over
fourth-fifths of home prices. In contrast, in coastal
California, the opposite is true. Renters and home
buyers compete for a limited number of apartments
and homes, bidding up prices far in excess of building
Sign Off
costs. Building costs account forGraphic
around one-third
of home prices in California’s coastal
metros. Under
Secretary
these circumstances, as Figure 6Analyst
shows, building
MPA
costs explain only a small portion of growth in
Deputy
housing costs. Instead, increasing
competition for
limited housing is the primary driver of housing cost
growth in coastal California.

Figure 6

Home Prices on California Coast Have Risen Much Faster Than Construction Costs
Prices and Building Costs of Median Homes in Major Metros, 2014 dollars
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WHY DO COASTAL AREAS NOT
BUILD ENOUGH HOUSING?
As we discussed in the last section, California’s
home prices and rents have risen because housing
developers in California’s coastal areas have not
responded to economic signals to increase the
supply of housing and build housing at higher
densities. A collection of factors inhibit developers
from doing so. The most significant factors are:
•

•

Community Resistance to New Housing.
Local communities make most decisions
about housing development. Because of
the importance of cities and counties in
determining development patterns, how
local residents feel about new housing is
important. When residents are concerned
about new housing, they can use the
community’s land use authority to slow or
stop housing from being built or require it
to be built at lower densities.
Environmental Reviews Can Be Used to
Stop or Limit Housing Development. The
California Environmental Quality Act
(CEQA) requires local governments to
conduct a detailed review of the potential
environmental effects of new housing
construction (and most other types of
development) prior to approving it. The
information in these reports sometimes
results in the city or county denying
proposals to develop housing or approving
fewer housing units than the developer
proposed. In addition, CEQA’s complicated
procedural requirements give development
opponents significant opportunities to
continue challenging housing projects after
local governments have approved them.

•

Local Finance Structure Favors
Nonresidential Development. California’s
local government finance structure
typically gives cities and counties greater
fiscal incentives to approve nonresidential
development or lower density housing
development. Consequently, many cities
and counties have oriented their land
use planning and approval processes
disproportionately towards these types of
developments.

•

Limited Vacant Developable Land. Vacant
land suitable for development in California
coastal metros is extremely limited. This
scarcity of land makes it more difficult
for developers to find sites to build new
housing.

We discuss these factors in more detail below.
Community Resistance Is Heightened
Local Communities Make Most Decisions
About New Housing. Cities and counties generally
decide when, where, and to what extent housing
development will occur (cities make these
decisions within their boundaries and counties
in unincorporated areas). Local zoning laws and
building codes specify where housing may be built,
as well as its density, quality, and style. Housing
developers are required to obtain building permits
from city and county planning departments and
typically must gain approval from local planning
commissions and city councils or county boards
of supervisors. Cities and counties also prepare
General Plans that shape their communities’
long-term development patterns.

www.lao.ca.gov   Legislative Analyst’s Office 15
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Local Resident Concerns About New Housing
Are Common Throughout the U.S. In general,
many potential or perceived downsides of new
housing accrue to existing residents, while many
of the benefits of new housing accrue to future
residents. As a result, existing residents sometimes
take steps to slow or stop development.
There are many possible reasons residents may
be hesitant about new housing. Some residents
may see new housing as a threat to their financial
wellbeing. For many homeowners, their home
is their most significant financial investment.
Existing homeowners, therefore, may be inclined to
limit new housing because they fear it will reduce
the values of the homes.
Residents also may feel that new housing
reduces their nonfinancial wellbeing. Many people,
as they become accustomed to their lifestyle and
the character of their neighborhood, naturally are
hesitant about change and future unknowns. It is
unsurprising then that they would be concerned
about adding new housing to their community
because it presents uncertainty and possibilities of
change. Expanded development can strain existing
infrastructure—such as streets and roads, schools,
and parks—requiring residents to change the way
they use these public goods. For example, new
development may increase traffic on existing streets
and roads, forcing some residents who commute via
car to take public transportation instead. Strains
on existing infrastructure also may require state
and local governments to make new investments in
infrastructure to expand capacity. New housing also
can alter the character of a community, shifting it
from a rural to an urban setting or from a traditional
single-family home neighborhood to a neighborhood
with a mix of densities and land uses. In addition,
new housing can place strains on natural and
environmental resources, in some instances making
it more difficult to ensure adequate air and water
quality or to protect natural ecosystems.
16 Legislative Analyst’s Office   www.lao.ca.gov

Opposition to New Housing Appears to Be
Heightened on the California Coast. Hesitance
about new housing can lead residents to pressure
local officials to use their land use authority to
slow or block new development or may result
in residents directly intervening in land use
decisions via the initiative and referendum process.
Compared with the rest of the country, these
types of activities appear to occur more often in
California’s coastal communities, suggesting that
community opposition to housing is heightened in
these areas.
Many Coastal Communities Have Growth
Controls. Over two-thirds of cities and counties in
California’s coastal metros have adopted policies
(known as growth controls) explicitly aimed at
limiting housing growth. Many policies directly
limit growth—for example, by capping the number
of new homes that may be built in a given year
or limiting building heights and densities. Other
policies indirectly limit growth—for example,
by requiring a supermajority of local boards to
approve housing projects. Research has found that
these policies have been effective at limiting growth
and consequently increasing housing costs. One
study of growth controls enacted by California
cities found that each additional growth control
policy a community added was associated with a
3 percent to 5 percent increase in home prices.
Project Reviews Along Coast Often Are Slow
and Cumbersome. Cities and counties often
require housing projects to go through multiple
layers of review prior to approval. For example,
a project may require independent review by a
building department, health department, fire
department, planning commission, and city
council. Each layer of review can increase project
approval time. Additional complexity in review
processes also creates avenues for concerned
residents to slow building or reduce its size and
scope, as the story in the nearby box shows. One

Attachment E

AN LAO REPORT

survey of city and county officials nationwide
suggests that communities in California’s coastal
metros take about two and a half months longer, on
average, to issue a building permit than in a typical
California inland community or the typical U.S.
metro (seven months compared to four and a half
months). Divergence from the rest of the country
was more significant in some communities—for
example, typical approval time was over a year in
San Francisco and over eight months in the City
of Los Angeles. If a project required a change in
local zoning laws—as is common among large
projects—approval time was much longer. The
average time to approve a rezoning was just under
a year in California’s coastal metros, about three
months longer than in a typical California inland
community or a typical U.S. metro. Researchers
have linked additional review time to higher
housing costs. A study of jurisdictions in the
Bay Area found that each additional layer of
independent review was associated with a 4 percent
increase in a jurisdiction’s home prices.

Local Ballot Measures on Coast Have Limited
Development. Many significant land use decisions
in California’s coastal communities are made by
voters. More often than not, voters in California’s
coastal communities vote to limit housing
development when given the option. Our review of
local elections data between 1995-2011 found that
voters in California’s coastal metros took a position
that limited housing growth—either by voting
“yes” for a measure constraining growth or voting
“no” for a measure that would allow growth—
about 55 percent of the time. On average, coastal
communities as a whole approved five measures per
year limiting housing growth (or rejected measures
allowing new building). While most major local
jurisdictions throughout the country have some
form of an initiative and referendum process,
California’s high degree of voter involvement
in land use decisions appears to be unique. One
review of election results across the country during
the November 2000 election found that just under
half of all measures related to land use planning
and growth management were in California.

Community Challenged Recent Housing Project in Southern California
The story of a housing project in an expensive area of Southern California—according to various
media reports—shows the potential effects of community resistance on housing development.
In 2008, a Southern California local government approved construction of a condo tower in its
jurisdiction. Following the approval, a local homeowner’s association filed a lawsuit attempting
to overturn the approval on grounds that the project was too far out of compliance with the city’s
land use standards. During the lawsuit, which lasted around two years, the developer defaulted on
its loan for the project site and plans for development were abandoned. In 2011, a second developer
purchased the project site and continued efforts to build a condo tower. The project was completed
in 2014. However, in late 2014, in response to a second lawsuit from the local homeowner’s
association, a judge ruled the project’s building permits were invalid because the developers
had failed to preserve a historical building on the project site. As a result, some households were
prevented from moving into the completed condos. At the time this report was prepared (early
2015), this issue has not been resolved.
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Why Is Community Resistance to New
Housing Heightened on California Coast?
A collection of factors come together on the
California coast to create a particularly heightened
level of community resistance to new housing.
High demand to live on California’s coast results
in constant pressure for additional housing. At
the same time, residents of California’s coast have
much at stake in decisions about housing growth,
as their communities have very high home values
and desirable natural amenities. As a result,
residents often push back against proposals for new
housing. In addition, there is very little vacant land
for new housing, meaning that development often
takes the form of redevelopment in established
neighborhoods. Redevelopment changes these
neighborhoods, creating additional concerns for
existing residents.
CEQA Can Be Used to Delay or
Reduce Building Activity
CEQA Requires Environmental Review for
New Housing. CEQA was enacted in 1970 in order
to ensure that state and local agencies consider
the environmental impact of their decisions when
approving a public or private project. Under
CEQA, before approving new housing (or other
development), cities and counties usually must
conduct a preliminary analysis to determine
whether a project may have significant adverse
environmental impacts. If it is determined that
a project might create significant impacts, then
an environmental impact report (EIR) must be
prepared. An EIR provides detailed information
about a project’s likely effect on the environment,
considers ways to mitigate significant adverse
environmental effects, and examines alternatives
to the project. Where an EIR finds that a project
will have significant adverse environmental
impacts, a city or county is prohibited from
approving the project unless one of the following
18 Legislative Analyst’s Office   www.lao.ca.gov

two conditions is met: (1) the project developer
makes modifications that substantially lessen the
adverse environmental effects or (2) the city or
county finds that economic or other project benefits
override the adverse environmental effects. This
level of environmental review for private housing
development is uncommon among U.S. states. Only
four other states have comparable requirements.
CEQA Can Be Used to Reduce New Housing
Development. The CEQA process can provide
valuable information to decision makers and help
to avoid unnecessary environmental impacts.
The CEQA review process also provides many
opportunities for opponents to raise concerns
regarding a project’s potential effects on a wide
array of matters, including parking, traffic, air and
water quality, endangered species, and historical
site preservation. A project cannot move forward
until all concerns are addressed, either through
mitigation or with a determination by elected
officials that benefits of the project outweigh the
costs. In addition, after a local governing board
approves a project, opponents may file a lawsuit
challenging the validity of the CEQA review. As a
result of these factors, CEQA review can be time
consuming for developers. Our review of CEQA
documents submitted to the state by California’s
ten largest cites between 2004-2013 indicates that
local agencies took, on average, around two and a
half years to approve housing projects that required
an EIR. The CEQA process also, in some cases,
results in developers reducing the size and scope of
a project in response to concerns discovered during
the review process.
Limited Local Government Fiscal Incentive
to Approve Housing Development
Local Governments Weigh Fiscal Impacts of
Land Use Decisions. When property is developed,
communities usually:

Attachment E

AN LAO REPORT

•

Receive Increased Tax Revenues. Many
developments, for example, generate
increased property and/or sales tax
revenues for the communities in which
they are located.

•

Face Increased Demand for Public
Services and Infrastructure. For example,
developments can trigger increased
demand for local governments to provide
police and fire services to new residents
or to expand streets and roads to
accommodate increased vehicle traffic.

Because different types of developments yield
different amounts of tax revenues and service
demands, local governments throughout the
nation commonly examine these fiscal effects when
considering new developments or planning for
future development. As a matter of fiscal prudence,
development that does not generate sufficient
revenues to fund a local government’s new costs
often is revised or rejected.
California Communities Often Benefit
More From Commercial Development. In
California, cities and counties typically find that
commercial developments—particularly major
retail establishments, auto malls, restaurants, and
hotels—yield the highest net fiscal benefits. This is
because the increased sales and hotel tax revenue
that a city (or, in the case of a development in an
unincorporated area, the county) receives from
these developments often more than offsets the
local government’s costs to provide them public
services. As a result, cities and counties often
encourage these types of commercial developments
to locate within their jurisdictions—for example
by zoning large sections of land for these purposes
and by offering subsidies or other benefits to the
prospective business owners.
In contrast, many California cities and
counties find that housing developments lead

to more local costs than offsetting tax revenues.
This is because these properties do not produce
sales or hotel tax revenues directly and the state’s
cities and counties typically receive only a small
portion of the revenue collected from the property
tax. In addition, lower-density luxury housing
often “pencils out” more favorably from a local
government standpoint than higher-density
moderate cost housing. This is because the luxury
housing generates higher levels of property tax
revenues per new resident.
Not surprisingly given these incentives, many
cities and counties have oriented their land use
planning and approval process disproportionately
towards the development of commercial
establishments and away from higher-density
multifamily housing.
Limited Developable Land
Topography Limits Developable Land.
Topography is the primary constraint on
developable land in California’s coastal metros.
Just under two-thirds of the area surrounding
the urban centers on California’s coast is
undevelopable due to mountains, hills, ocean, and
other water. This compares to less than a quarter of
land lost due to topography in a typical U.S. metro.
More Extensive Development Has Left
Limited Vacant Land. Another constraint on
development in California’s coastal metros is the
extent to which land already has been developed.
Land in the center of California’s major metros
(defined as land within a 25 mile radius of the city
hall of the metro’s largest city) contains housing
built at densities similar to metros in the rest of
the country. By comparison, land in the outlying
areas of California coastal metros (land beyond
the 25 mile radius) has housing at about twice the
density as outlying areas in metros elsewhere in the
country (four housing units per acre in California
versus about two units per acre elsewhere in
www.lao.ca.gov   Legislative Analyst’s Office 19

Attachment E

AN LAO REPORT

the country). More development in outlying
areas typically leaves less vacant land for future
development.
Redeveloping Land Possible, but More
Difficult and Expensive. Overall, one survey of
land in California’s urban areas conducted in
2006 found that less than 1 percent of land in
California’s coastal urban areas was developable
and vacant. Limited vacant land, however, does
not mean that development must cease. Previously
developed but abandoned or underutilized parcels
can be redeveloped. Older, lower-density housing
can be replaced with new higher-density housing.
These types of redevelopment activities can yield
increased housing supply even in areas where little
or no vacant land exists. Redevelopment, however,
often is more cumbersome and expensive than
development on vacant land. Developers must
demolish old buildings and often are required
to address environmental pollutants and toxic

substances leftover from previous uses. New
construction, therefore, is likely to proceed at a
slower pace where land must be redeveloped.
Community Decisions Can Exacerbate Land
Scarcity. City and county land use policies can
alleviate pressures created by limited vacant land
by encouraging redevelopment and allowing
developers to build more housing on each parcel.
In many California communities, however, for
reasons discussed earlier the opposite is true.
Zoning laws often require developers to build
housing at densities that are common elsewhere
in the community, preventing developers from
building at higher densities to counter high land
costs. In addition, local communities sometimes
pressure developers to reduce a project’s planned
density during approval processes. Cities and
counties also can magnify the effect of scarce land
on housing costs by choosing to allocate a large
share of available land to nonhousing uses, such as
retail and hotel development.

HOW BIG IS CALIFORNIA’S HOUSING SHORTAGE?
In recent decades, California has built new
housing at a slower rate than the rest of the country
and much of this new housing has been built in
relatively underdeveloped inland areas. As a result,
California’s supply of housing has not kept pace
with demand to live in the state and housing costs
have grown faster than the rest of the country. To
give the Legislature an estimate of the magnitude of
this housing shortfall, we developed a quantitative
model of California’s housing market. This section
begins with a description of this model and its
findings and then assesses the likelihood of similarsized housing shortfalls continuing in the future.
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Estimating California’s
1980-2010 Housing Shortage
Our Model. As described more fully in this
report’s technical appendix, our model uses
standard statistical tools to examine housing
price and supply changes in major metropolitan
counties throughout the United States and control
for various factors. A key element of our model
is its ability to estimate the number of housing
units that needed to be built to satisfy demand
and keep housing prices within certain ranges. We
used the model to estimate the amount of housing
that—had it been built between 1980 and 2010—
would have kept California’s median housing
price from growing faster than the nation’s. Under
this approach, California’s median housing prices
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still would have grown between 1980 and 2010,
but the rate of growth would have been slower
and comparable to that in the rest of the country.
Under this housing supply scenario, California’s
housing prices would have been 80 percent higher
than the U.S. median in 2010, instead of reaching
twice the U.S. median (as actually occurred).
Key Findings. As we discuss further below,
our model estimates that keeping California
home prices from growing faster than the nation
between 1980 and 2010 would have required the
state to have:
•

Built substantially more new housing—in
the range of 70,000 to 110,000 additional
units each year.

•

Shifted more home building to coastal
areas.

•

Built denser housing, concentrated in
central cities.

More Housing in Total. Between 1980 and
2010, California’s major metros added about
120,000 new housing units each year. Our analysis

suggests that between 190,000 units per year
and 230,000 units per year were needed to keep
California’s housing cost growth in line with cost
escalations elsewhere in the U.S. (Our midpoint
estimate—which represents our single best guess
at California’s housing need—is slightly above
210,000 units per year. For the remainder of this
section, we discuss our midpoint estimates.)
Figure 7 shows our estimate of additional housing
construction needed in each of the past three
decades. These statewide estimates, however, mask
significant variation across regions of the state, as
well as across cities within those regions.
More Building on Coast, Less Inland. Our
estimates suggest that, to contain price growth,
the geographical distribution of new housing over
Sign with
Off
the past three decades neededGraphic
to be different,
significantly more building inSecretary
coastal areas and
somewhat less building in inland
areas. Figure 7
Analyst
MPA
compares actual home building
in California’s
Deputy
largest counties between 1980 and 2010 to the
levels of building that we estimate would have
kept home price growth in line with the rest of
the country. As Figure 8 on the next page shows,

Figure 7

Building More Housing Would Have Slowed Rising Housing Costs
Average Annual Number of New Housing Units Built by Decade, 1980-2010
250,000
Estimated Additional Units Neededa
New Housing Units Built

200,000

150,000

100,000

50,000

1980s

1990s

2000s

a Estimated new housing construction needed to prevent home prices from growing faster than the rest of the country.
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most of California’s coastal counties needed to
build three times as much (or more) housing as
they did, while inland counties built more housing
than our estimates suggest was needed to contain
price growth.
More Building in Central Cities, Less
in Outlying Areas. As we discussed above,
insufficient housing was built in California’s
coastal counties, causing demand to spill over
into inland areas. A similar situation appears
to have occurred within the coastal counties.
Insufficient housing was built in the central
cities of coastal counties to satisfy demand for
housing, driving development into suburban and
rural areas. As Figure 9 shows, between 1980

and 2010, home prices in most of California’s
largest cities grew faster than home prices in
surrounding areas within the same county.
In general, because unmet demand results in
competition for housing and rising costs, home
prices and rents are highest where unmet demand
is greatest. These price trends, therefore,
suggest Sign Off
Graphic
that unmet demand for housing is greater in
Secretary
central cities relative to surrounding areas. More
Analyst
housing development was needed in central cities
MPA
relative to surrounding areas to contain
growth in
Deputy
housing costs.
Denser Housing. Much of the buildable land
in California’s coastal metros has been developed.
Because of this, adding more housing to these

Figure 8

Housing Needs Vary Considerably Across Counties
Average Annual Number of New Housing Units Built by County, 1980-2010
Los Angeles
Santa Clara
Alameda
Orange
San Diego

Coastal Counties

San Francisco
San Mateo
Contra Costa
Ventura
Estimated Housing Units Neededa
New Housing Units Built

Riverside
Sacramento Region
San Bernardino

Inland Counties

Kern
Fresno
10,000

20,000

30,000

40,000

50,000

60,000

a Estimated new housing construction needed to prevent home prices from growing faster than the rest of the country.
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Secretary

metros would have required housing to be built
More Housing Would Mean More Californians.
Analyst
more densely. Figure 10 shows our estimates
If California had added 210,000 new housing units
MPA
of how dense housing would be in California’s
each year over the past three decades (as opposed
Deputy
coastal metros if they had grown over the last 30
to 120,000), California’s population would be much
years at the rate necessary to keep their prices in
greater than it is today. We estimate that around
line with the rest of the country. Housing densities 7 million additional people would be living in
in many coastal counties would be more than
California. In some areas, particularly the Bay
two-thirds higher under the
Figure 9
LAO growth scenario than
they are today. Despite these
Home Prices Generally Grew Faster in
Central Cities Than Outlying Areas
sizeable increases, housing
Growth in Inflation-Adjusted Home Prices Between 1980-2010
densities in California’s
coastal metros under our
250%
growth scenario would
Central City
not be unprecedented. As
200
Outlying Areas
Figure 10 shows, there are
other metropolitan counties
150
throughout the country that
currently are as dense as
100
California’s coastal metros
50
would be under our growth
scenario.
Alameda
County

Los Angeles
County

Sacramento
County

San Diego
County

Santa Clara
County

Figure 10

Building More Housing in Coastal Metros Would
Require Denser
ARTWORK
#140576Development
Housing Density in a Typical Neighborhood in California Counties, 2010
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Actual

LAO Growth Scenarioa

Counties Similar to
LAO Growth Scenario

Orange
4 units per acre (typical homes)

5 units per acre (typical homes)

Cook County (including Chicago), Illinois
Denver, Colorado

Los Angeles, Alameda, San Mateo, Santa Clara
4 to 5 units per acre (typical
homes)

7 to 9 units per acre (small lot
homes and duplexes)

Washington D.C.
Baltimore, Maryland

35 to 40 units per acre
(midrise apartments and
condos)

Brooklyn, New York
Bronx, New York

San Francisco
18 units per acre (two to three story
townhomes)

a Legislative Analyst’s Office (LAO) growth scenario = estimated new housing construction needed to prevent home prices from growing faster than
the rest of the country.
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Area, population increases would be dramatic.
For example, San Francisco’s population would be
more than twice as large (1.7 million people versus
around 800,000). In other areas of the state, where
significant housing development occurred due
to spillover demand in the state’s coastal metros,
population would likely be about what it is today or
potentially smaller.
What Does This Estimate
Tell Us About the Future?
As we have discussed, a collection of barriers
have prevented California’s housing developers
from responding to high demand to live on
California’s coast by building more housing there.
Our analysis in this section suggests that these
barriers have created a major disconnect between
the demand for housing and its supply. Looking
forward, there are many reasons to think this
dynamic will continue. Many of the primary factors
that make California desirable—moderate weather,
natural beauty, and coastal proximity of its major
metros—are ongoing. At the same time, we see no
signs that coastal community resistance to new
housing construction is abating. In addition, many

state and local policies that have slowed or stopped
development in recent decades remain in effect
today. We therefore think that, in the absence of
major policy changes, California’s trend of rapidly
rising housing costs is very likely to continue in
the future. Our analysis suggests that building
substantially more housing in coastal urban
areas—possibly as much as 100,000 additional units
each year—could prevent California’s housing costs
from continuing to grow faster than the U.S. In our
view, this major finding that demand for housing
in California substantially exceeds supply should
inform discussions and decision making regarding
state and local government housing policies.
We do, however, recognize that any attempt
to estimate the state’s future housing needs faces
significant uncertainties. Unforeseeable changes
in demographics, economic conditions, or
technology could shift dramatically the dynamics
of California’s housing markets. Readers, therefore,
should focus less on our specific estimates and
more on the simple story they tell: to contain rising
housing costs, California would have to build
significant more housing, especially in coastal
urban areas.

WHAT ARE THE CONSEQUENCES OF
CALIFORNIA’S EXPENSIVE HOUSING?
Housing costs are the largest component of
most households’ spending. Because housing is
such a large financial consideration, households
make careful decisions about the location, cost, and
amenities of their home. Faced with high home
prices and rents, California households must decide:
how much income can they spend on housing
(and therefore what must they consume less of);
where can they find housing of this sort; and how
far is this housing from work, school, and local
amenities? Each household finds its unique answers
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to these questions, typically responding to high
housing costs with a combination of trade-offs. In
the following section, we review five significant
trade-offs households make when faced with
high housing costs. These include: (1) spending a
larger share of income on housing, (2) postponing
or foregoing homeownership, (3) living in more
crowded housing, (4) commuting further to work
each day, or (5) sometimes, choosing to work and
live elsewhere. We also discuss how these serious
trade-offs affect the state’s economy.
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Households Spend More of
Their Income on Housing
Housing Costs Are a Major Consideration
for Most Households. Housing costs are the
largest component of most household’s spending
each month. For homeowners, these costs include
monthly principal and interests payments; property
taxes and homeowner’s insurance; and household
utilities like water, gas, and electricity. For renters,
housing costs are their monthly rent and any
utilities the tenant pays. On average, American
households spend about one-quarter of their gross
monthly income on housing. (More information on
this data is available in the box on the next page.)
Despite Relatively Higher Incomes,
Californians Devote Larger Share to Housing.
Median household income in California is about
$9,000 more annually than the national median.
Median California housing costs, however, are
about $5,300 greater as well. For most California
households, therefore, higher housing costs
consume a large portion of their higher income.

Specifically, the median California household
spends about 27 percent of their monthly income
on housing. The median household in the rest
of the country, on the other hand, spends about
23 percent. This above-average trend exists
throughout California. As shown in Figure 11,
households in each of the state’s major metros spend
an above-average share of their income on housing.
In the state’s largest metro, Los Angeles, the average
household spends 30 percent of their income on
housing, 7 percent more than the national average.
The figures discussed above are median
housing costs as a share of income; that is, the
amount of income spent on housing where one-half
Graphic Sign Off
of households spend a smaller share and one-half
Secretary
spend a larger share. In this way, they
best reflect
Analyst
the typical household’s experience. For
other
types of households, however, differences
MPA between
Californians and the rest of the country
may be
Deputy
more or less pronounced.
Low-Income Californians Spend Greater
Share of Income on Housing. Households with low

Figure 11

California's Major Metros Are All
Less Affordable Than the Average U.S. Metro
Median Share of Household Income Spent on Housing, 2013
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incomes spend a smaller amount of money each
month on housing than do households with higher
incomes. Lower-income households nevertheless
spend a much larger share of their total income
on housing, leaving fewer resources leftover for
other spending and savings priorities. As shown
in Figure 12, California households in the bottom
quarter of the income distribution—the poorest
25 percent of households—report spending four
times more of their income (67 percent, on average)
than households in the top quarter of the income
distribution (16 percent, on average).
Gap Between California and U.S. Largest
for Low-Income Households. The difference
between what California households spend and
what U.S. households typically spend—a difference
that is the byproduct of the state’s high housing
costs—is largest for low-income households and

smallest for upper-income households. As shown
in Figure 12, California households with incomes
in the bottom quartile report spending 67 percent
of their income on housing, about 11 percent more
than low-income households elsewhere. This “gap”
persists across most income groups but becomes
smaller as income increases. For higher-income
households, as shown in the figure, California
households and households in other areas spend
a similar, much smaller, share of their income on
housing. These findings suggest that California’s
high housing costs are particularly challenging for
the state’s low-income households.
Renters Spend a Much Larger Share of Income
on Housing. Nationwide, renter households
spend a significantly larger share of their income
on housing. The median renter spends about
30 percent of his or her income on housing,

How Do We Calculate These Figures?
Analysis Based on Responses to the American Community Survey. The data in this section
are from individual and household responses to the Census Bureau’s 2013 American Community
Survey, which recently replaced the long-form decennial census. The survey asks a sample of all
households detailed questions about their finances, employment, demographics, location, and
housing characteristics.
What Is Household Income? In the American Community Survey, household income is the
total of incomes earned by each member of the household who is at least 16 years old. Income
includes wages and salaries; business income; interest; public assistance payments; Supplemental
Security Income; and social security and other retirement, disability, or survivor income. It does not
include capital gains income, money from the sale of a property, gifts, lump-sum inheritances, or
money that was borrowed during the year.
What Are Housing Costs? For owners, monthly housing costs include principal and interest
payments on their mortgage(s); homeowner’s fire, hazard, or flood insurance; property taxes;
utilities (electricity, gas, water, and sewer) and fuel costs; as well as monthly condominium fees or
mobile home costs when applicable. For renters, monthly housing costs include what they pay for
rent and any additional utilities or fuel costs in addition to their rent payments that are not paid by
the landlord on behalf of the tenant. Household rent payments are recorded as rent paid, even if rent
is paid by someone that does not reside in the household—a situation that could occur, for example,
if a university student’s rent was being paid in full or in part by his or her parents.
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whereas the median homeowner spends 20 percent.
Primarily, this occurs because renter households
have notably lower incomes, on average, than
owner households. In addition to generally lower
income levels, renters spend more on housing, on
average, because a portion of homeowners have
owned their homes for many years and therefore
have very low monthly mortgage costs or no
mortgage costs whatsoever.
Low-Income Households That Spend More
on Housing Spend Less on Essentials. In high cost
areas, households typically spend a larger share of
their income on housing. As a result, households
have less money available for other types of
spending. For households with above-average

incomes, higher housing costs may mean they
spend less on other items, but these households
typically have sufficient resources to purchase
regular household necessities. For low-income
households, though, high housing costs cut into
spending considered more necessary. According
to Harvard’s Joint Center for Housing Graphic
Studies, Sign Off
low-income households who spent more than half
Secretary
of their income on housing spent 39 percent
less on
Analyst
food than other low-income households that spent
MPA
less than half their income on housing.
Deputy
High Housing Costs Contribute to
Poverty
in California. The federal government each year
calculates what share of each state’s population
lives in poverty. Typically, poverty is calculated

Figure 12

State's Low-Income Households Spend Much More on Housing
Median Share of Income Spent on Housing by Income Quartile
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by the Official Poverty Measure, which defines a
family as poor if their pretax cash income is less
than a poverty threshold that is standard across
the nation. Based on this measure, California’s
poverty rate is slightly higher than the rest of the
United States, as shown in Figure 13. The federal
government also reports poverty levels using an
alternative measure, the so-called Supplemental
Poverty Measure, which adjusts poverty thresholds
based on local costs of living. Primarily because
of California’s high housing costs, the state’s
alternative poverty level is 23.4 percent, the highest
in the nation and almost 9 percentage points higher
than average.
High Housing Costs May Make Personal
Finances More Fragile. One byproduct of spending
a large share of one’s income on housing is that
personal finances may be more fragile—meaning a
smaller share of a household’s income is available
for nonhousing goods and services, including
savings. As a result, these households may find it
more difficult to accommodate a drop in household
income because they have a smaller amount of
nonhousing disposable income and likely have
smaller available savings.

Fewer Households Own Their Homes

Homeownership Helps Households Build
Wealth. The federal government has actively
promoted homeownership since it restructured
the housing finance system during the Great
Depression. As a result, beginning in 1940s,
the U.S. homeownership rate rose steadily and
substantially, peaking at 70 percent just before
the recent housing crisis. (Since then, it has
fallen 64 percent, a low not seen since the 1990s.)
Homeownership helps households build wealth,
requiring them to amass assets over time. Among
homeowners, saving is automatic: every month,
part of the mortgage payment reduces the total
amount owed and thus becomes the homeowner’s
equity. For renters, savings requires voluntarily
Graphic Sign Off
foregoing near-term spending. Due to this and
other economic factors,
renter median net worth
Secretary
totaled $5,400 in 2013,
a small fraction of the
Analyst
$195,400 median homeowner’s
net worth. For many
MPA
households in high Deputy
housing cost areas, though,
homeownership’s benefits remain out of reach, as
higher home prices (relative to area incomes) mean
fewer and fewer households can afford to become
homeowners.
California’s Homeownership
Figure 13
Rate Among Lowest in Nation. About
Alternative Poverty Measure Much
64 percent of U.S. households own their
Higher in California Due to High Housing Costs
homes, but only 54 percent of California
Percentage of Population Living Below
households do. (Only New York State
Poverty Threshold From 2011 Through 2013
and Nevada have lower homeownership
25%
rates.) In areas with high housing
23.4%
California
prices, including those in California,
Rest of U.S.
20
homeownership tends to lag behind
16%
14.8%
14.8%
15
more affordable areas. Figure 14 shows
that, across the country, metro areas
10
where home prices are high relative to
5
average income levels tend to have lower
homeownership rates. Most of California’s
Official Poverty Measure
Research Supplemental
major metros, and all of California’s
Poverty Measure
coastal metros, fall into this category.
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Households That Do Buy Purchase Later
and Take on More Debt. An additional byproduct
of higher home prices is that young people delay
purchasing their first home, possibly because saving
for a down payment takes longer or households
are not able to generate qualifying income levels
until later in their careers. According to National
Association of Realtors data, the median first-time
homebuyer in California in 2013 was 34 years
old, three years older than the median first-time
homebuyer nationwide.
In addition, households that are able to
purchase a home typically take on more mortgage
debt because home prices are higher here. Urban
Institute data shows that the average California
homeowner had $55,000 in mortgage debt
outstanding as of 2013, about $17,000 more than
the average U.S. homeowner ($38,000).

Households More Likely to Be Crowded
What Is Crowded Housing? Housing experts
measure crowding by comparing the number of
people in a household to the number of rooms in
their home, including bedrooms and common
rooms but excluding bathrooms. Although several
definitions exist, we consider a household crowded
if there is more than one adult per room, counting
two children as equivalent to one adult.Graphic
Under thisSign Off
definition, a three room apartment (with a kitchen,
Secretary
living room, and one bedroom) is crowded if more
Analyst
than three adults live there. It is also considered
MPA
crowded if more than two adults and two children
Deputy
live there. Researchers who study crowding report
that it leads to a wide range of negative outcomes,
which we describe below. Researcher find these
outcomes even after they account for other

Figure 14

Areas With Less Affordable Housing Tend to Have Low Homeownership Rates
Homeownership Rates and Ratio of Median Home Values to Median Incomes in Major U.S. Metros, 2013
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socioeconomic factors that might affect well-being,
like income and educational level.
Crowded Housing Affects Well-Being and
Educational Achievement. Individuals who live in
crowded housing generally have worse educational
and behavioral health outcomes than people that
do not live in crowded housing. Among adults,
crowding has been shown to increase stress and
aggression, lead to social isolation, and weaken
relationships between parents and their children.
Crowding also has particularly notable effects on
children. Researchers have found that children
in crowded housing score lower on standardized
math and reading exams. A lack of available and
distraction-free studying space appears to affect
educational achievement. Crowding may also

result in sleep interruptions that affect mood and
behavior. As a result, children in crowded housing
also displayed more behavioral problems at school.
LAO Analyses of Crowding. In our analysis,
we examined the relationship between California’s
high housing costs and overcrowding. Because
California has many households types that
Graphic Sign Off
commonly live in larger, multigenerational
Secretary
households (such as households with foreign-born
Analyst
members), we examined different household
types
separately, as shown in Figure 15. Specifically,
MPA in
our first analysis, we calculated crowding
rates—
Deputy
the share of households that are crowded—for
different types of households. We do this for
California and the rest of the U.S. Then, we
examined how likely each of these household types

Figure 15

Crowding Rates Higher in California, Even Among Same Household Types
Percentage of Each Household Type Living in Crowded Housing, 2013
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is to be crowded based on the cost of housing in
their metro.
California Households Four Times More
Likely to Live in Crowded Housing. Certain
household types are more likely than average to live
in crowded housing, such as households headed
by foreign-born adults, Hispanics, and those with
children. California has a higher share of these
household types than the rest of the U.S. Because
of this, we would expect California to have a higher
crowding rate. A review of the data, however,
shows that California’s crowding rate is higher
than one would expect based solely on its larger
share of these household types. This is because
crowding rates for each household type (including
those most likely to live in crowded housing) are

higher in California than they are elsewhere. As
a result, California’s overall crowding rate is four
times higher than the U.S. average, partly due to
demographics and partly to other factors, including
higher housing costs, as discussed below.
Crowding Appears Associated With High
Housing Costs. Determining whether housing
Graphic
costs affect crowding is challenging because
areas Sign Off
with the high housing costs tend to have
fewer
Secretary
households types that are likely to be crowded.
Analyst
Using statistical analysis, however, weMPA
found that
living in a high housing cost area is associated with
Deputy
a higher likelihood of living in crowded housing,
after accounting for other factors that also affect
crowding rates. Figure 16 shows that the likelihood
of being crowded increases when the area’s median

Figure 16

Housing Costs Affect a Household's Likelihood of Living in Crowded Housing
Estimated Probability of Living in Crowded Housing in California, 2013
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Note: Low housing cost area equal to housing costs in state’s least expensive metro. Average housing cost is the statewide average,
and high cost is equal to housing costs in the state’s most expensive metro.
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home price increases (moving from left to right).
For example, the average household’s likelihood of
being crowded in a metro with average home prices
(about $440,000) is about 3 percent, but the same
household’s likelihood of being crowded increases
more than threefold—to 10 percent—if they live in
an expensive metro with median home prices of
$900,000.
Households Commute Further to Work
Each Household Makes Its Own Decisions
About Commuting. Housing’s geographic location
has lasting and important consequences. Ideally,
each household could choose housing in their
preferred neighborhood, near good schools and
welcoming amenities, with only a short work
commute. In practice, though, not only are ideal
locations relatively sparse, those that do exist are
desirable and therefore expensive. In response,
households balance their preferences and resources,
selecting trade-offs among housing costs, commute
times, and neighborhood characteristics.
Complex Metro Characteristics Influence
Commute Times. Each major metro area in the
country has unique characteristics that influence
whether it has above- or below-average commute
times. Most factors are straightforward—
for instance, natural geography, existing
transportation infrastructure and the availability
of public transit, and the spatial distribution of
jobs relative to that of housing. Other factors are
less straightforward. A metro’s land area and its
density affect commute times, but in complex
ways. For example, up to a point, commute times
generally increase as areas become denser because
transportation options become more congested.
After densities reach a certain level, however, the
viability of public transportation options improves.
In some circumstances, this can relieve pressure on
other transportation options and reduce average
commute times.
32 Legislative Analyst’s Office   www.lao.ca.gov

California’s Coastal Metros Have Long
Commutes. In 2013, workers in large metros
throughout the country spent, on average,
55 minutes commuting each day. Workers in
California’s coastal metros averaged 60 minutes,
about 10 percent more than the national average.
Commute times in Los Angeles, the state’s largest
metro, averaged 62 minutes, 12 percent longer
than the U.S. average. San Francisco has the state’s
longest average commutes—72 minutes per day—
about 30 percent longer than the U.S. average.
How Might Housing Costs Affect Commute
Times? The relationship between metropolitan
characteristics, including its housing costs, and
average commute times is complex. Assuming
neighborhood characteristics and other preferences
are unchanged, housing costs should decline as
one moves further from job centers. This is because
commuting involves monetary and nonmonetary
costs that must be offset somehow. Neighborhood
characteristics and preferences change across
metropolitan areas, however, making the analysis
of commute times and metro characteristics
additionally complex. To find housing at a price
they are willing to pay, households in more
expensive metros might choose to live further
from work than they would if housing were less
expensive. This could lead average commute times
to be longer in areas with higher housing costs. Not
surprisingly, we found that metro areas with higher
housing costs tend to have longer average commute
times.
Do High Housing Costs Lead to Longer
Commutes? Our analysis found that many
important factors have statistically significant
effects on commute times. These include: whether
the commuter drives, walks, or takes public
transit to work; the metro’s land size, population,
and density; the metro’s median income; and
weather. After controlling for these factors—in
essence isolating the effect of housing costs on
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commute times—a 10 percent increase in a metro’s
median rent is associated with a 4.5 percent
increase in individual commute times. The fact
that California’s average commute times are only
moderately above average (despite notably higher
housing costs) suggest that other California-specific
factors reduce average commute times. These
factors may include weather conditions, widespread
development and availability of freeway systems,
and an above-average share of commuters who
drive to work. (Driving commutes are generally
fast, and therefore metros with higher shares of
driving commuters tend to have shorter commute
times.) Despite these mitigating factors, however,
our analysis suggests that California’s high housing
costs cause workers to live further from where they
work, likely because reasonably priced housing
options are unavailable in locations nearer to where
they work.
Housing Costs Influence Where
Households Live and Work
Decisions About Where to Live and Work
Are Complex. Understanding how housing costs
affect a household’s decision about where to live
and work is challenging. This is because regional
and state economies are complex and numerous
interconnected factors influence housing costs
(as well as other costs of living) and economic
opportunities in these areas. Despite this
complexity, economists and other researchers
have identified ways that housing costs affect
migration—and, in some instances, have attempted
to quantify the magnitude of these effects. Below,
we summarize the aspects of this work we believe
are most helpful when considering how housing
costs affect migration and the state’s economy.
High Housing Costs Discourage People
From Living in California. Housing costs are
a significant driver of migration to and from
California, and changes in the state’s housing costs

(relative to other areas of the country) influence
migration trends. The ratio of in-migration to
out-migration, a measure of population flow, is
lowest when California’s home prices are high
relative to other places. On the other hand, this
flow is highest when California housing becomes
relatively more affordable compared to other states.
Our analysis of these trends, which we discussed in
the preceding section, suggests that about 7 million
additional people would live in California if more
housing had been built here and the state’s housing
prices had therefore grown about as quickly as
those in the rest of the country since 1980.
High Housing Costs May Make it Difficult
to Recruit Employees. For most businesses, labor
costs are their largest operating cost. In areas
with higher costs of living, businesses generally
must pay employees higher wages because they
require additional income to offset the cost of
living differences. California’s cost of living is
among the highest in the nation, largely because
California’s housing costs are so high. As a result,
businesses in California’s coastal metros may find
it challenging (and expensive) to recruit or retain
qualified employees. In a 2014 survey of more
than 200 business executives conducted by the
Silicon Valley Leadership Group, 72 percent of
them cited “housing costs for employees” as the
most important challenge facing Silicon Valley
businesses. Employee recruitment and retention,
closely related to housing costs, was the second
most frequently identified challenge. Similarly,
other important sectors of the state’s economy
may find recruitment challenging and labor costs
expensive. For example, some higher education
institutions in high housing cost areas provide
housing subsidies in order to recruit successfully
top administrators and academic specialists.
Stanford University recently announced plans to
lease a 167-unit apartment complex for their staff
and faculty, noting that providing housing helps
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them “compete to recruit the best faculty from
other parts of the country, where they experience
very different real estate markets.”
High Housing Costs Mean Fewer Californians
Work in State’s Most Productive Cities. In general,
businesses and employees in large cities are more
economically productive than those in other
areas. (Economists use the term “agglomeration
economies” to describe these areas. Agglomeration
economies are areas where worker productivity
increases as population density increases.) Higher
productivity leads to more economic output per
employee, and thus greater economic growth in
the region. Under normal circumstances, these
economic opportunities attract new workers from
other areas. Historically, this has led to significant
population growth in the state’s cities. However,
in recent decades, high housing costs have slowed
this trend. This is because the expected wage gains
(from moving to a city) are not large enough for
many prospective workers to make up for their
higher housing costs. California’s major productive
cities have therefore grown less quickly than they
otherwise would.

Fewer Workers in State’s Most Productive
Cities Hinders Economic Growth. The slowing
flow of workers to productive cities likely has
constrained economic growth because potential
workers, unable to move to productive cities due
to high housing costs, do not benefit from the
productivity gains occurring in cities. If more
workers lived in the state’s highly productive cities
(and therefore reaped these cities’ productivity
benefits), per capita economic activity in the state
would be greater than it is today. Estimating the
magnitude of this impact involves considerable
uncertainty. Recent research, however, may
provide a helpful guide as to this impact’s order
of magnitude. Economists at the University of
California, Berkeley and the University of Chicago
recently estimated that annual U.S. economic
output—the total value of goods and services
produced each year—is 13 percent lower today than
it otherwise would be due to “increased constraints
to housing supply in highly productive cities.”

LOOKING AHEAD: WHAT IS NEEDED TO CONTAIN
CALIFORNIA’S HIGH HOUSING COSTS?
California’s high housing costs present many
difficult issues for policy makers, residents,
and businesses to consider. On the one hand,
California’s constraints on housing supply—the
primary factor driving the state’s high housing
costs—show no signs of abating. If California
continues on its current path, the state’s housing
costs will remain high and likely will continue
to grow faster than the nation’s. This, in turn,
will place substantial burdens on Californians—
requiring them to spend more on housing, take on
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more debt, commute further to work, and live in
crowded conditions. Growing housing costs also
will place a drag on the state’s economy.
On the other hand, addressing California’s
constraints on housing supply would be extremely
challenging and involve major trade-offs. Though
the exact number of new housing units California
needs to build is uncertain, the general magnitude
is enormous. On top of the 100,000 to 140,000
housing units California is currently expected to
build, our analysis suggests that the state probably
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would have to build as many as 100,000 additional
units annually—almost exclusively in its coastal
communities—to seriously mitigate the state’s
problems with housing affordability. Adding this
many new homes, however, could place strains on
the state’s infrastructure and natural resources
and could alter the longstanding and prized
character of California’s coastal communities.
Facilitating this housing construction also would
require the state to make changes to a broad range
of policies that affect housing supply directly or
indirectly—including many policies that have been
fundamental tenets of California government for
many years.
Despite these challenges, California’s housing
problems warrant attention from state leaders.
These difficult issues could require years of
legislative deliberation, including discussions with
all major stakeholders: the administration, local
governments, environmental groups, affordable
housing developers and advocates, and housing
policy experts. In its deliberations, we recommend
that the Legislature:
•

Aim to Build More Housing in Coastal
Cities, Densely. The greatest need for
additional housing is in California’s coastal
urban areas. We therefore recommend
the Legislature focus on what changes are
necessary to promote additional housing
construction in these areas.

•

Put All Policy Options on the Table.
Given the magnitude of the problem,
the Legislature would need to take a
comprehensive approach that addresses
the problem from multiple angles and
reexamines major policies. Major changes
to local government land use authority,

local finance, CEQA, and other major
polices would be necessary to address
California’s high housing costs.
•

Recognize Targeted Role of Affordable
Housing Programs. These programs play
an important role in assuring housing
access for many Californians with unmet
housing needs. We note, however, that the
scale of these programs—even if greatly
increased—could not meet the magnitude
of new housing required that we identify
in this report. Accordingly, we recommend
the Legislature consider how targeted
programs could supplement more private
housing construction by assisting those
with limited access to market rate housing,
such as people experiencing homelessness,
those with mental and/or physical health
challenges, and those with very low
incomes.

•

Understand That Some Factors Are
Beyond Policy Makers’ Control. Much can
be done by state and local governments to
promote additional housing construction
and therefore slow down growth in home
prices and rents going forward. Some
factors, however, such as high demand to
live in the state and natural limitations on
developable land, largely are beyond the
control of policy makers. As a result, home
prices and rents in California likely will
remain above-average for the foreseeable
future, even if public policies highly
favorable to new housing construction were
instituted that slowed future growth in
housing costs.
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TECHNICAL APPENDIX
How Did We Estimate California’s Need for Additional Housing?
California’s housing costs have risen faster than the rest of the country for several decades. This is
largely because the state has built too little housing to accommodate all of the households that would
like to live here. In general, home prices and rents are determined by the interaction between demand
for housing and its supply. Home prices and rents help balance the number of households looking for
housing and the number of new housing units constructed. When the number of households looking
for housing exceeds the number of units available, households compete for housing and prices and
rents rise. High prices and rents, in turn, discourage some households from entering the market,
bringing demand and supply into balance. Conversely, if construction of housing increases, more
housing units are available and therefore competition among households is reduced, causing prices
and rents to fall.
How Much Additional Housing Was Needed? Our analysis attempts to estimate the amount of
additional housing needed to prevent California’s housing costs from growing faster than the rest
of the country in recent decades. In approaching this issue, we first recognized that if California’s
housing costs had grown only as fast as the rest of the country, home prices and rents would have
been lower and more households would have desired to live here. To maintain these lower housing
costs, additional housing would have been needed to be built to accommodate these new households.
Therefore, to answer our question, we considered a similar one: if California’s home prices and rents
had risen only as fast as the rest of the country during the past three decades, how many additional
households would have wished to live here (and, consequently, how much additional housing
construction would have been needed)?
Developing a Model of Supply and Demand for Housing. To answer this question, we developed
an econometric model to estimate the number of households that would demand to live in California
at a range of home prices. Because demand for housing varies throughout California, we conducted
our analysis at the county level. Our model attempts to estimate a county’s housing demand based on
the county’s home prices, its neighboring counties’ home prices, and various other factors that also
affect the desirability of a location—incomes, population levels and growth rates, unemployment rate,
education levels, and weather. While most of our analysis centered around the relationship between
housing demand and home prices, we also conducted a similar analysis using rents instead of home
prices. Our analysis using rents yielded similar results.
For our dependent variable, we used ten-year growth in the number of housing units (both singlefamily and multifamily housing) from the U.S. Census, corresponding to housing growth in the
1980s, 1990s, and 2000s.We also obtained data on home prices, incomes, population, and education
levels from the U.S. Census. For each of these variables, we averaged the values at the beginning and
end of each decade to obtain a decade average value. Data on unemployment rates was obtained from
the Bureau of Labor Statistics. Weather data was obtained from the National Climatic Data Center.
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Estimating Our Model Presents Challenges. Empirically estimating our model of housing
demand presented two major challenges. First, as we discussed above, home prices and construction
levels are determined by the interaction of demand and supply. Home prices generally tend toward a
level at which the number of households looking for new housing equals the number of new housing
units constructed. In this way, home prices and building levels are set simultaneously. Similarly,
demand for housing in one county and its neighbors (and consequently the prices for these homes)
often are determined by common factors. For example, major regional shifts in employment can
affect many counties simultaneously. As a result, traditional statistical techniques, such as ordinary
least squares, would give inaccurate estimates of the relationship between demand and prices for
housing in a county and neighboring counties. To estimate this relationship more accurately, we used
two-stage least squares, instrumenting for both a county’s home prices and neighboring counties’
prices using factors that affect home prices by influencing the supply of housing. Specifically, we use:
the county’s land area, a measure of topographical constraints to development, and construction
labor wages. Changes in these supply factors can result in changes in home prices but typically are
not clearly related to changes in housing demand, making them suitable instrumental variables to
estimate our model. Data on land areas was obtained from the U.S. Census, while topographical
constraints were taken from research conducted by economist Albert Saiz. Construction wage data
was taken from the Bureau of Labor Statistics.
Our second major challenge was a limited number of observations for California counties.
Because of data limitations, our analysis was constrained to counties comprising metropolitan areas
(metros) of 850,000 or more people—roughly the size of the state’s tenth largest metro, Bakersfield.
With this limited number of observations, it was difficult to obtain precise estimates of our model’s
parameters. We therefore expanded our dataset to include all U.S. counties comprising metros of
850,000 or more people, giving us over 1,000 observations. The inclusion of non-California counties,
however, comes with a trade-off: we must assume that households’ demand for housing responds
to home prices changes the same way in California as in the rest of the country. This is a potential
limitation of our analysis.
Results From Our Analysis. The results of our regression are shown in Figure A-1. As these
results show, we found a strong and statistically significant relationship between a county’s housing
demand and its
home prices: when a
Figure A-1
county’s home prices
Housing Demand Regression Results
increase 10 percent,
Dependent Variable: Ten-Year Growth in Housing Units
demand for new
Independent Variablea
Coefficient
Standard Error
housing (the number
Home price
-0.83b
0.10
of new housing units
0.05
Average of neighboring counties’
0.16b
home prices
demanded as a share
a Control variables were also included, but are not reported here. All independent variables, except for
of existing housing)
dummy variables, are in logs.
b Statistically significant at 1 percent level.
decreases by around
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8 percent. Similarly, we find a significant relationship between housing demand and neighboring
counties’ home prices: when neighboring counties home prices increase by 10 percent, demand for
new housing increases by about 2 percent.
Using Analysis to Estimate Number of Units Needed. The next step in our analysis was to use
these findings to answer the question: how many additional units would California have needed to
build in order for its home prices and rents to have risen only as fast as the rest of the country during
the past three decades? To do this, we used the coefficient estimates in Figure A-1 to determine how
much housing demand would change in California’s counties if home prices had grown only as fast as
the rest of the country. The best way to illustrate these calculations is to walk through an example. We
use San Francisco during the 1980s for this illustration. Our calculation proceeded in two main steps:
•

Step 1: Within County Price Changes. During the 1980s, home prices in the average major
U.S. metro grew by 28 percent. In San Francisco, home prices increased 80 percent. If
San Francisco’s home prices had grown 52 percentage points slower (equal to the national
average), our regression results suggest that demand for new housing in San Francisco would
have increased by 43 percent (-52 percent multiplied by -0.83, our estimated coefficient for
within county home price changes).

•

Step 2: Neighboring County Price Changes. Similarly, home prices in counties neighboring
San Francisco grew by 53 percent during the 1980s, compared to 33 percent for the rest of
the country. If home price growth in San Francisco’s neighbors had been 20 percentage
points lower (equal to the national average), our analysis suggests that demand for new
housing in San Francisco would have decreased by 3 percent (-20 percent multiplied by 0.16,
our estimated coefficient for neighboring county home price changes). Because of this, our
calculation from step 1 must be adjusted. We therefore adjust downward our estimate from
step 1 by 3 percentage points, arriving at a final estimate of 40 percent additional housing
growth.

As is often true with econometric studies, our analysis is limited by several factors, including the
availability and quality of data, potential misspecification of our model, and the inherent difficulty
of drawing conclusions from nonexperimental data. Because of this, we recommend that elected
leaders and residents focus less on our specific estimates and more on the overall story they tell (as
discussed in the body of this report): to contain rising housing costs, California would have to build
substantially more housing, especially in coastal urban areas.
How Do We Estimate How Housing Costs Affect a Household’s Likelihood of Crowding?
Our analysis of state and national crowding trends is based on 2013 1-year American Community
Survey microdata. Microdata are large data files that include individual-level responses to the survey
questions. Using them, we can study household-level crowding conditions and how those conditions
are affected by a metro area housing costs.
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A First Look at Crowding. Upon initial review of the data, we found that, throughout the country,
renters, households with children, and households headed by first-generation individuals or Hispanic
individuals are all more likely than average to live in crowded housing. Also, the likelihood of living
in crowded housing is much higher for low-income households than for wealthier households. We
also found that these types of households make up a larger share of all households in the state’s
inland metro areas (where housing is inexpensive) than they do in the state’s coastal metros (where
housing is expensive). As a result, comparing crowding rates at the metro level to housing costs at the
metro level would inaccurately suggest that higher housing costs are associated with lower crowding
rates and vice-versa. (Some element of this may actually occur, but only insofar as lower-income
households move to less expensive parts of the state to avoid crowding.) A closer examination of
household level data, however, shows that the opposite is true—higher housing costs are associated
with higher crowding rates.
Developing a Model to Investigate What Factors Lead to Crowding. To examine the relationship
between households’ likelihood of crowding and housing costs, we developed a simple econometric
model to estimate the probability of a household living in crowded housing. We use a probit
regression analysis, which asks: how do various economic and demographic factors affect the
probability of a household being crowded? This type of model holds constant each of the economic
and demographic factors so that we are able to isolate them individually and assess how they impact
crowding. For instance, we are able to ask the question: how much more likely is the statistically-mean
California household to live in crowded housing if they moved from a low housing cost area of the
state to a more expensive one (holding all of their other economic and demographic characteristics
constant)? The results of the probit regression analysis are summarized in Figure A-2.
Interpreting Our Findings. The coefficient estimates from probit analyses are not easily
interpretable. To make these results easier to understand, we use the regression results to compare
the probability of being crowded for the mean California household (as well as Hispanic-headed
households and households with children) when metro area median home prices are low ($167,000,
equal to the state’s least expensive metro), average ($433,000, the statewide average), and high
($934,000, equal to the state’s most expensive metro). The results from this analysis are included in
Figure 16 on page 31 of the report. These results show the probably of living in crowded housing
increases as median home prices increase, and that this increase occurs for all household types.
How Do We
Estimate How
Housing Costs
Affect Commute
Times?
We also use
responses from
the 2013 one-year

Figure A-2

Crowding Regression Results
Dependent Variable: Probability That a Household Resides in Crowded Housing
Independent Variablea

Coefficient

Metro area median home price (1,000s)

0.001b

Standard Error
0.000

a Control variables were also included, but are not reported here. They include Hispanic head of
household, foreign-born head of household, new arrival to the U.S., household income, household
income relative to area median income, ownership, and presense of children.
b Statistically significant at 1 percent level.
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American Community Survey to review how housing costs affect commute times in different metro
areas. For our analysis, we calculated each workers commute time by looking at all the individuals
who commuted to work in that metro, and not just the individuals who live and work in that metro.
In some cases, an individual may live outside a metro area and commute each day into a metro
area for work. For our analysis, those individuals are included in that metro’s commute times. For
example, many individuals commute from the Los Angeles metro into the Santa Ana-Anaheim metro
(Orange County) and vice-versa.
What Factors Affect Commute Times? Various metro area characteristics affect commute times
for workers in that metro. These include physical and geographic factors, such as the metro’s land size,
the number of people who live there (related to its density), and the share of land in the metro that is
available for development. For example, metros with a large share of their area occupied by mountains
or water tend to have longer commute times because these features may make transportation options
more challenging. Other factors also affect a metro’s average commute times, such as the area’s
median income and what share of the metro’s commuters drive, take public transportation, or walk.
How Do We Estimate How Housing Prices Affect Commute Times? We develop an econometric
model to estimate how home prices and rents affect commute times. Similar to our other regressions,
this model holds constant factors that affect commute times, allowing us to isolate the relationship
between average housing prices and commute times in a metro. We developed several models, using
both rents and home prices. We also tested commute times at the metro level and at the individual
level. Our main model is shown and discussed in more detail below.
Interpreting Results From Our Analysis. The results of our regression are shown in Figure A-3.
As these results show, we found a strong and statistically significant relationship between individual
commute times and several other factors, including metro average rent. (We used rents in this case,
instead of home prices, though the choice of which price measure to use has little effect on the results
of the analysis.) The coefficient for median rent, 0.45, suggests that a 10 percent increase in metro
median rent is associated with a 4.5 percent increase in average commute time. Also, notably, the
coefficient for California metros is significant and negative, suggesting that California’s metro areas
have some factors (beyond housing costs, income, density, and commute type) that lowers overall
commute times. We discuss earlier several possible explanations, including widespread development
and availability of
freeway systems
Figure A-3
throughout the state,
Commuting Regression Results
which likely reduce
Dependent Variable: Individual Commute Time, One Waya
commute times
Independent Variablea
Coefficient
Standard Error
overall.
Metro average rentb

0.45c

0.01

a In log form.
b Independent variable is the metro average rent in the metro where the commuter works, even if the
individual lives in a different metro area or outside the metro area where he or she works.
c Control variables were also included, but are not reported here. They include age, ownership, mode
of transportation, metro population, metro density, metro median income, annual precipiation, and an
indicator variable for California. All dependent variables are statistically significant at the 1percent level.
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Summary
California has a serious housing shortage. California’s housing costs, consequently, have been rising rapidly
for decades. These high housing costs make it difficult for many Californians to find housing that is affordable
and that meets their needs, forcing them to make serious trade-offs in order to live in California.
In our March 2015 report, California’s High Housing Costs: Causes and Consequences, we outlined the
evidence for California’s housing shortage and discussed its major ramifications. We also suggested that the
key remedy to California’s housing challenges is a substantial increase in private home building in the state’s
coastal urban communities. An expansion of California’s housing supply would offer widespread benefits to
Californians, as well as those who wish to live in California but cannot afford to do so.
Some fear, however, that these benefits would not extend to low-income Californians. Because most new
construction is targeted at higher-income households, it is often assumed that new construction does not
increase the supply of lower-end housing. In addition, some worry that construction of market-rate housing
in low-income neighborhoods leads to displacement of low-income households. In response, some have
questioned whether efforts to increase private housing development are prudent. These observers suggest that
policy makers instead focus on expanding government programs that aim to help low-income Californians
afford housing.
In this follow up to California’s High Housing Costs, we offer additional evidence that facilitating more
private housing development in the state’s coastal urban communities would help make housing more
affordable for low-income Californians. Existing affordable housing programs assist only a small proportion of
low-income Californians. Most low-income Californians receive little or no assistance. Expanding affordable
housing programs to help these households likely would be extremely challenging and prohibitively expensive.
It may be best to focus these programs on Californians with more specialized housing needs—such as homeless
individuals and families or persons with significant physical and mental health challenges.
Encouraging additional private housing construction can help the many low-income Californians who
do not receive assistance. Considerable evidence suggests that construction of market-rate housing reduces
housing costs for low-income households and, consequently, helps to mitigate displacement in many cases.
Bringing about more private home building, however, would be no easy task, requiring state and local policy
makers to confront very challenging issues and taking many years to come to fruition. Despite these difficulties,
these efforts could provide significant widespread benefits: lower housing costs for millions of Californians.
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VARIOUS GOVERNMENT PROGRAMS HELP
CALIFORNIANS AFFORD HOUSING
Federal, state, and local governments
implement a variety of programs aimed at helping
Californians, particularly low-income Californians,
afford housing. These programs generally work
in one of three ways: (1) increasing the supply of
moderately priced housing, (2) paying a portion of
households’ rent costs, or (3) limiting the prices and
rents property owners may charge for housing.
Various Programs Build New Moderately
Priced Housing. Federal, state, and local
governments provide direct financial assistance—
typically tax credits, grants, or low-cost loans—to
housing developers for the construction of rental
housing. In exchange, developers reserve these
units for lower-income households. (Until recently,
local redevelopment agencies also provided this
type of financial assistance.) By far the largest of
these programs is the federal and state Low Income
Housing Tax Credit (LIHTC), which provides tax
credits to affordable housing developers to cover
a portion of their building costs. The LIHTC
subsidizes the new construction of around 7,000
rental units annually in the state—typically less
than 10 percent of total public and private housing
construction. This represents a significant majority
of the affordable housing units constructed in
California each year.

Vouchers Help Households Afford Housing.
The federal government also makes payments
to landlords—known as housing vouchers—on
behalf of about 400,000 low-income households
in California. These payments generally cover the
portion of a rental unit’s monthly cost that exceeds
30 percent of the household’s income.
Some Local Governments Place Limits on
Prices and Rents. Some local governments have
policies that require property owners charge
below-market prices and rents. In some cases,
local governments limit how much landlords
can increase rents each year for existing tenants.
About 15 California cities have these rent controls,
including Los Angeles, San Francisco, San Jose, and
Oakland. In 1995, the state enacted Chapter 331
of 1995 (AB 1164, Hawkins), which prevented rent
control for properties built after 1995 or properties
built prior to 1995 that had not previously been
subject to rent control. Assembly Bill 1164 also
allowed landlords to reset rents to market rates
when properties transferred from one tenant to
another. In other cases, local governments require
developers of market-rate housing to charge belowmarket prices and rents for a portion of the units
they build, a policy called “inclusionary housing.”

NEED FOR HOUSING ASSISTANCE
OUTSTRIPS RESOURCES
Many Low-Income Households Receive
No Assistance. The number of low-income
Californians in need of assistance far exceeds
the resources of existing federal, state, and local
affordable housing programs. Currently, about

3.3 million low-income households (who earn
80 percent or less of the median income where
they live) rent housing in California, including
2.3 million very-low-income households (who earn
50 percent or less of the median income where they
www.lao.ca.gov   Legislative Analyst’s Office
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live). Around one-quarter (roughly 800,000) of
low-income households live in subsidized affordable
housing or receive housing vouchers. Most
households receive no help from these programs.
Those that do often find that it takes several years to
get assistance. Roughly 700,000 households occupy
waiting lists for housing vouchers, almost twice the
number of vouchers available.

Majority of Low-Income Households Spend
More Than Half of Their Income on Housing.
Around 1.7 million low-income renter households
in California report spending more than half of
their income on housing. This is about 14 percent
of all California households, a considerably higher
proportion than in the rest of the country (about
8 percent).

CHALLENGES OF EXPANDING EXISTING PROGRAMS
One possible response to these affordability
challenges could be to expand existing housing
programs. Given the number of households
struggling with high housing costs, however, this
approach would require a dramatic expansion
of existing government programs, necessitating
funding increases orders of magnitude larger
than existing program funding and far-reaching
changes in existing regulations. Such a dramatic
change would face several challenges and
probably would have unintended consequences.
Ultimately, attempting to address the state’s
housing affordability challenges primarily through
expansion of government programs likely would be
impractical. This, however, does not preclude these
programs from playing a role in a broader strategy
to improve California’s housing affordability.
Below, we discuss these issues in more detail.
Expanding Assistance Programs
Would Be Very Expensive
Extending housing assistance to low-income
Californians who currently do not receive it—either
through subsidies for affordable units or housing
vouchers—would require an annual funding
commitment in the low tens of billions of dollars.
This is roughly the magnitude of the state’s largest
General Fund expenditure outside of education
(Medi-Cal).

4
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Affordable Housing Construction Requires
Large Public Subsidies. While it is difficult to
estimate precisely how many units of affordable
housing are needed, a reasonable starting point is
the state’s current population of low-income renter
households that spend more than half of their
income on housing—about 1.7 million households.
Based on data from the LIHTC, housing built for
low-income households in California’s coastal
urban areas requires a public subsidy of around
$165,000 per unit. At this cost, building affordable
housing for California’s 1.7 million rent burdened
low-income households would cost in excess of
$250 billion. This cost could be spread out over
several years (by issuing bonds or providing
subsidies to builders in installments), requiring
annual expenditures in the range of $15 billion
to $30 billion. There is a good chance the actual
cost could be higher. Affordable housing projects
often receive subsidies from more than one source,
meaning the public subsidy cost per unit likely is
higher than $165,000. It is also possible the number
of units needed could be higher if efforts to make
California’s housing more affordable spurred more
people to move to the state. Conversely, there is
some chance the cost could be lower if building
some portion of the 1.7 million eased competition
at the bottom end of the housing market and
allowed some low-income families to find
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affordable market-rate housing. Nonetheless, under
any circumstances it is likely this approach would
require ongoing annual funding at least in the low
tens of billions of dollars.
Expanding Housing Vouchers Also Would
Be Expensive. Housing vouchers would be
similarly expensive. According to American
Community Survey data, around 2.5 million
low-income households in California spend
more than 30 percent of their income on rent.
These households’ rents exceed 30 percent of
their incomes by $625 each month on average,
meaning they would require an annual subsidy
of around $7,500. This suggests that providing
housing vouchers to all of these households would
cost around $20 billion annually. By similar logic,
a less generous program that covered rent costs
exceeding 50 percent of household income would
cost around $10 billion annually. There is, however,
good reason to believe the cost of expanding
voucher programs would be significantly higher
than these simple estimates suggest. As we discuss
in the next section, a major increase in the number
of voucher recipients likely would cause rents to
rise. Higher rent costs, in turn, would increase the
amount government would need to pay on behalf
of low-income renters. This effect is difficult to
quantify but probably would add several billion
to tens of billions of dollars to the annual cost of a
major expansion of vouchers.
Existing Housing Shortage Poses
Problems for Some Programs
Many housing programs—vouchers, rent
control, and inclusionary housing—attempt to
make housing more affordable without increasing
the overall supply of housing. This approach does
very little to address the underlying cause of
California’s high housing costs: a housing shortage.
Any approach that does not address the state’s
housing shortage faces the following problems.

Housing Shortage Has Downsides Not
Addressed by Existing Housing Programs. High
housing costs are not the only downside of the
state’s housing shortage. As we discussed in detail
in California’s High Housing Costs, California’s
housing shortage denies many households the
opportunity to live in the state and contribute
to the state’s economy. This, in turn, reduces the
state’s economic productivity. The state’s housing
shortage also makes many Californians—not only
low-income residents—more likely to commute
longer distances, live in overcrowded housing, and
delay or forgo homeownership. Housing programs
such as vouchers, rent control, and inclusionary
housing that do not add to the state’s housing stock
do little to address these issues.
Scarcity of Housing Undermines Housing
Vouchers. California’s tight housing markets pose
several challenges for housing voucher programs
which can limit their effectiveness. In competitive
housing markets, landlords often are reluctant
to rent to housing voucher recipients. Landlords
may not be interested in navigating program
requirements or may perceive voucher recipients
to be less reliable tenants. One nationwide study
conducted in 2001 found that only two-thirds of
voucher recipients in competitive housing markets
were able to secure housing. This issue likely would
be amplified if the number of voucher recipients
competing for housing were increased significantly.
In addition, some research suggests that expanding
housing vouchers in competitive housing markets
results in rent increases, which either offset benefits
to voucher holders or increase government costs for
the program. One study looking at an unusually
large increase in the federal allotment of housing
vouchers in the early 2000s found that each
10 percent increase in vouchers in tight housing
markets increased monthly rents by an average of
$18 (about 2 percent). This suggests that extending
vouchers to all of California’s low-income
www.lao.ca.gov   Legislative Analyst’s Office
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households (a several hundred percent increase in
the supply of vouchers) could lead to substantial
rent inflation. If this were to occur, the estimates in
the prior section of the cost to expand vouchers to
all low-income households would be significantly
higher.
Housing Costs for Households Not Receiving
Assistance Could Rise. Expansion of voucher
programs also could aggravate housing challenges
for those who do not receive assistance, particularly
if assistance is extended to some, but not all
low-income households. As discussed above,
research suggests that housing vouchers result in
rent inflation. This rent inflation not only effects
voucher recipients but potentially increases rents
paid by other low- and lower-middle income
households that do not receive assistance.
Housing Shortage Also Creates Problems
for Rent Control Policies. The state’s shortage of
housing also presents challenges for expanding rent
control policies. Proposals to expand rent control
often focus on two broad changes: (1) expanding
the number of housing units covered—by applying
controls to newer properties or enacting controls
in locations that currently lack them—and
(2) prohibiting landlords from resetting rents to
market rates for new tenants. Neither of these
changes would increase the supply of housing and,
in fact, likely would discourage new construction.
Households looking to move to California or
within California would therefore continue to face
stiff competition for limited housing, making it
difficult for them to secure housing that they can
afford. Requiring landlords to charge new tenants
below-market rents would not eliminate this
competition. Households would have to compete
based on factors other than how much they are
willing to pay. Landlords might decide between
tenants based on their income, creditworthiness, or
socioeconomic status, likely to the benefit of more
affluent renters.
6
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Barriers to Private Development Also
Hinder Affordable Housing Programs
Local Resistance and Environmental
Protection Policies Constrain Housing
Development. Local community resistance and
California Environmental Quality Act (CEQA)
challenges limit the amount of housing—both
private and subsidized—built in California.
These factors present challenges for subsidized
construction and inclusionary housing programs.
Subsidized housing construction faces the same,
in many cases more, community opposition as
market-rate housing because it often is perceived as
bringing negative changes to a community’s quality
or character. Furthermore, subsidized construction,
like other housing developments, often must
undergo the state’s environmental review process
outlined in CEQA. This can add costs and delay
to these projects. Inclusionary housing programs
rely on private housing development to fund
construction of affordable housing. Because
of this, barriers that constrain private housing
development also limit the amount of affordable
housing produced by inclusionary housing
programs.
Home Builders Often Forced to Compete for
Limited Development Opportunities. With state
and local policies limiting the number of housing
projects that are permitted, home builders often
compete for limited opportunities. One result of
this is that subsidized construction often substitutes
for—or “crowds out”—market-rate development.
Several studies have documented this crowd-out
effect, generally finding that the construction of
one subsidized housing unit reduces market-rate
construction by one-half to one housing unit. These
crowd-out effects can diminish the extent to which
subsidized housing construction increases the
state’s overall supply of housing.
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Other Unintended Consequences
“Lock-In” Effect. Households residing
in affordable housing (built via subsidized
construction or inclusionary housing) or
rent-controlled housing typically pay rents well
below market rates. Because of this, households
may be discouraged from moving from their
existing unit to market-rate housing even when it
may otherwise benefit them—for example, if the
market-rate housing would be closer to a new job.

This lock-in effect can cause households to stay
longer in a particular location than is otherwise
optimal for them.
Declining Quality of Housing. By depressing
rents, rent control policies reduce the income
received by owners of rental housing. In response,
property owners may attempt to cut back their
operating costs by forgoing maintenance and
repairs. Over time, this can result in a decline in
the overall quality of a community’s housing stock.

MORE PRIVATE HOME BUILDING COULD HELP
Most low-income Californians receive little
or no assistance from existing affordable housing
programs. Given the challenges of significantly
expanding affordable housing programs, this is
likely to persist for the foreseeable future. Many
low-income households will continue to struggle
to find housing that they can afford. Encouraging
more private housing development seems like a
reasonable approach to help these households. But
would it actually help? In this section, we present
evidence that construction of new, market-rate
housing can lower housing costs for low-income
households.
Increased Supply, Lower Costs
Lack of Supply Drives High Housing Costs. As
we demonstrate in California’s High Housing Costs,
a shortage of housing results in high and rising
housing costs. When the number of households
seeking housing exceeds the number of units
available, households must try to outbid each other,
driving up prices and rents. Increasing the supply
of housing can help alleviate this competition and,
in turn, place downward pressure on housing costs.
Building New Housing Indirectly Adds to the
Supply of Housing at the Lower End of the Market.
New market-rate housing typically is targeted at

higher-income households. This seems to suggest
that construction of new market-rate housing
does not add to the supply of lower-end housing.
Building new market-rate housing, however,
indirectly increases the supply of housing available
to low-income households in multiple ways.
Housing Becomes Less Desirable as It Ages . . .
New housing generally becomes less desirable as it
ages and, as a result, becomes less expensive over
time. Market-rate housing constructed now will
therefore add to a community’s stock of lower-cost
housing in the future as these new homes age and
become more affordable. Our analysis of American
Housing Survey data finds evidence that housing
becomes less expensive as it ages. Figure 1 (see
next page) shows the average rent for housing
built between 1980 and 1985 in Los Angeles and
San Francisco. These housing units were relatively
expensive in 1985 (rents in the top fifth of all rental
units) but were considerably more affordable by
2011 (rents near the median of all rental units).
Housing that likely was considered “luxury” when
first built declined to the middle of the housing
market within 25 years.
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. . . But Lack of New Construction Can Slow
New Housing Construction Eases Competition
This Process. When new construction is abundant,
Between Middle- and Low-Income Households.
middle-income households looking to upgrade
Another result of too little housing construction
the quality of their housing often move from
is that more affluent households, faced with
older, more affordable housing to new housing.
limited housing choices, may choose to live in
As these middle-income households move out
neighborhoods and housing units that historically
of older housing it becomes available for lowerhave been occupied by low-income households.
income households. This is less likely to occur in
This reduces the amount of housing available for
communities where new housing construction is
low-income households. Various economic studies
limited. Faced with heightened competition for
have documented this result. One analysis of
scarce housing, middle-income households may
American Housing Survey data by researchers at
live longer in aging housing. Instead of upgrading
the Federal Reserve Bank of New York found that
by moving to a new home, owners of aging homes
“the more constrained the supply response for new
may choose to remodel their existing homes.
residential units to demand shocks, the greater the
Similarly, landlords of aging rental housing may
probability that an affordable unit will filter up and
Graphicstock.”
SignOther
Off researchers have
elect to update their properties so that they can
out of the affordable
continue to market them to middle-income
found thatSecretary
low-income neighborhoods are more
households. As a result, less housing transitions to
likely to experience
Analyst an influx of higher-income
the lower-end of the housing market over time. One households when they are in close proximity to
MPA
study of housing costs in the U.S. found that rental
affluent neighborhoods with tight housing markets.
Deputy
housing generally depreciated by about 2.5 percent
More Supply Places Downward Pressure on
per year between 1985 and 2011, but that this rate
Prices and Rents. When the number of housing
was considerably lower (1.8 percent per year) ARTWORK
in
units#160020
available at the lower end of a community’s
regions with relatively limited housing supply.
housing market increases, growth in prices
Template_LAOReport_sm.ait
and rents slows. Evidence
supporting this relationship
Figure 1
can be found by comparing
Housing Becomes Less Expensive as It Ages
housing expenditures of
Percentile Rank of the Rent for Housing Built Between 1980 and 1985
low-income households living
90%
in California’s slow-growing
1985
80
coastal communities to
2011
those living in fast-growing
70
communities elsewhere
60
in the country. Between
50
1980 and 2013, the housing
40
stock in California’s coastal
30
urban counties (counties
20
comprising metropolitan
10
areas with populations greater
than 500,000) grew by only
Los Angeles
San Francisco
34 percent, compared to
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99 percent in the fastest growing urban counties
throughout the country (top fifth of all urban
counties). As figure 2 shows, over the same time
period rents paid by low-income households grew
nearly three times faster in California’s coastal
urban counties than in the fastest growing urban
counties (50 percent compared to 18 percent).
As a result, the typical low-income household in
California’s costal urban counties now spends
around 54 percent of their income on housing,
compared to only 43 percent in fast growing
counties. This difference—11 percentage points—is
roughly equal to a typical low-income household’s
total spending on transportation.
Lower Costs Reduce Chances of Displacement

(see next page) shows, displacement was more than
twice as likely in low-income census tracts with
little market-rate housing construction (bottom
fifth of all tracts) than in low-income census tracts
with high construction levels (top fifth of all tracts).
Results Do Not Appear to Be Driven by
Inclusionary Housing Policies. One possible
explanation for this finding could be that many
Bay Area communities have inclusionary housing
policies. In communities with inclusionary housing
policies, most new market-rate construction is
paired with construction of new affordable housing.
It is possible that the new affordable housing
units associated with increased market-rate
Graphic Si
development—and not market-rate development
Secretary
itself—could be mitigating displacement. Our
analysis, however, finds that market-rate housing Analyst
construction appears to be associated with
MPA
less displacement regardless of a community’s
Deputy
inclusionary housing policies. As with other
Bay Area communities, in communities without
inclusionary housing policies, displacement

More Private Development Associated With
Less Displacement. As market-rate housing
construction tends to slow the growth in prices
and rents, it can make it easier for low-income
households to afford their existing homes. This
can help to lessen the displacement of low-income
households. Our analysis of
low-income neighborhoods
Figure 2
in the Bay Area suggests
Places With More Building Saw
a link between increased
Slower Growth in Rents for Poor Households
construction of market-rate
Rents Paid by Low-Income Households in Urban Counties (In 2013 Dollars)
housing and reduced
$1,400
displacement. (See the
1980
technical appendix for
1,200
2013
more information on how
1,000
we defined displacement
for this analysis.) Between
800
2000 and 2013, low-income
600
census tracts (tracts with an
above-average concentration
400
of low-income households)
200
in the Bay Area that built the
most market-rate housing
experienced considerably less
California Coast
U.S. Counties With Most Home Building
displacement. As Figure 3
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was more than twice as likely in low-income
census tracts with limited market-rate housing
construction than in low-income census tracts with
high construction levels.
Relationship Remains After Accounting for
Economic and Demographic Factors. Other factors
play a role in determining which neighborhoods

experience displacement. A neighborhood’s
demographics and housing characteristics probably
are important. Nonetheless, we continue to find
that increased market-rate housing construction is
linked to reduced displacement after using common
statistical techniques to account for these factors.
(See the technical appendix for more details.)

CONCLUSION
Addressing California’s housing crisis is
one of the most difficult challenges facing the
state’s policy makers. The scope of the problem
is massive. Millions of Californians struggle to
find housing that is both affordable and suits
their needs. The crisis also is a long time in the
making, the culmination of decades of shortfalls
in housing construction. And just as the crisis has
taken decades to develop, it will take many years
or decades to correct. There are no quick and easy
fixes.

The current response to the state’s housing
crisis often has centered on how to improve
GraphicThe
Sign
Off of
affordable housing programs.
enormity
California’s housing challenges, however, suggests
Secretary
that policy makers look for solutions beyond these
Analyst
programs. While affordable housing programs
MPA
are vitally important to the households they
Deputy
assist, these programs help only a small fraction
of the Californians that are struggling to cope
with the state’s high housing costs. The majority
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we suggest policy makers primarily focus on
expanding efforts to encourage private housing
development. Doing so will require policy makers
to revisit long-standing state policies on local
governance and environmental protection, as
well as local planning and land use regimes.

The changes needed to bring about significant
increases in housing construction undoubtedly will
be difficult and will take many years to come to
fruition. Policy makers should nonetheless consider
these efforts worthwhile. In time, such an approach
offers the greatest potential benefits to the most
Californians.
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TECHNICAL APPENDIX
To examine the relationship between
displacement between 2000 and 2013. This type
market-rate housing construction and displacement of model allows us to hold constant various
of low-income households we developed a simple
economic and demographic factors and isolate
econometric model to estimate the probability of a
the impact of increased market-rate construction
low-income Bay Area neighborhood experiencing
on the likelihood of displacement. The results
displacement.
of our regression are show in Figure A1.
Data. We use data on Bay Area census tracts
Coefficient estimates from probit regressions are
(small subdivisions of a county typically containing
not easily interpreted. While the fact that the
around 4,000 people) maintained by researchers
coefficient for market-rate housing construction
with the University of California (UC) Berkeley
is statistically significant and negative suggests
Urban Displacement Project. This dataset included
that more construction reduces the likelihood
information on census tract demographics, housing
of displacement, the magnitude of this effect
characteristics, and housing construction levels. We is not immediately clear. To better understand
focus on data for the period 2000 to 2013.
these results, we used the model to compare the
Defining Displacement. Researchers have
probability that an average census tract would
not developed a single definition of displacement.
experience displacement when its market-rate
Different studies use different measures. For our
construction was low (0 units), average (136 units),
analysis, we use a straightforward yet imperfect
and high (243 units). As shown in Figure A2 (see
definition of displacement which is similar to
next page), with low construction levels, a census
the definition used by UC Berkeley researchers.
tract’s probability of experiencing displacement was
Specifically, we define a census tract as having
47 percent, compared to 34 percent with average
experienced displacement if (1) its overall
construction levels, and 26 percent with high
population increased and its population of
construction levels.
low-income households
Figure A1
decreased or (2) its overall
Regression Results
population decreased and
Dependent Variable: Did Displacement Occur (Yes=1 and No=0)?
its low-income population
Independent Variable
Coefficient
Standard Error
declined faster than the
overall population.
Number of market-rate housing units built
-0.00237
0.00043
Share
of
population
that
is
low
income
1.74075
0.54137
Our Model. We
Share of population that is nonwhite
-0.61213
0.29151
use probit regression
Share of adults over 25 with a college
1.90054
0.38599
analysis to evaluate how
degree
Population density
-0.00001
0.00000
various factors affected
Share of housing built before 1950
1.16506
0.22569
the likelihood of a
Constant
-1.45886
0.33420
census tract experiencing
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Figure A2

More Housing Construction
Linked to Lower Chances of Displacement
Likelihood of an Average Low-Income Bay Area
Census Tract Experiencing Displacement, 2000 to 2013
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Fremont City Council
3300 Capitol Avenue
Fremont, CA 94538
SCHEDULED
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STAFF REPORT (ID # 2841)

RENT CONTROL/JUST CAUSE EVICTION - Report to Council on Rent Control,
Just Cause Eviction, and Other Options for Promoting Affordable Rental Housing
Contact Persons:
Name:
Title:

Dan Schoenholz
Deputy Community Development
Director
Div/Dept: Community Development
Phone:
510-494-4438
E-Mail:
dschoenholz@fremont.gov

Harvey E. Levine
City Attorney
City Attorney's Office
510-284-4030
hlevine@fremont.gov

Executive Summary: In October 2015, Council directed staff via a referral to research
options for mitigating the rising costs of housing in the Bay Area and specifically directed
staff to research the advantages and disadvantages of considering the implementation of
rent control and just cause eviction. In response, staff reviewed the legal framework for
both rent control and just cause eviction, and also reviewed academic literature regarding
rent control. Staff convened several joint meetings with representatives from tenant
advocacy organizations and local apartment owners to discuss options for mitigating rent
increases in Fremont. Staff also researched actions recently taken or under consideration
by other local jurisdictions. This report provides the results of staff’s review of rent control
and just cause eviction, as well as a variety of other options the Council could pursue to
mitigate rent increases. Staff seeks Council direction regarding next steps.
BACKGROUND: Between 2010 and 2016, the Silicon Valley and Bay Area economies
rebounded from the “Great Recession” and produced thousands of new jobs, resulting in
surging demand for housing. During that same time period, however, regional production of
new housing lagged far behind demand. As noted in a 2015 report by the Legislative
Analyst’s Office, this imbalance between demand and supply has resulted in high costs for
both rental and for-sale housing in the Bay Area and the rest of the State. 1 In Fremont,
after declines in rents in 2008 and 2009, the average rental cost of a two-bedroom onebath apartment increased 64% (or almost 13%/year) between 2010 and 2015.2 More
recently, between June 2015 and June 2016, rent increases moderated to an annual rate
of 3.9%.3
For many tenants, these rent increases have been extremely impactful, with consequences
ranging from reductions in discretionary income up to and including having to relocate.
Many tenants and advocates have spoken at City Council meetings giving personal
examples of the negative impacts that rent increases have had on their lives. According to
the Census Bureau, 42% of renters in Fremont are cost-burdened (using the federal

1

Legislative Analysts’s Office. “California’s High Housing Costs: Causes and Consequences,”
March 17, 2015.
2
Real Facts July 2016 report (http://realfactsonline.com) (may not be accessible without subscription)
3
Real Facts July 2016 report (http://realfactsonline.com) (may not be accessible without subscription)
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definition of cost-burdened as paying 30% or more of annual household income on
housing).4
Two policy responses to rising rents that some cities have explored are the institution of
rent control and the establishment of just cause eviction (both are described in more detail
below). Recognizing the sizable rent increases that have occurred in Fremont in recent
years, Council directed staff to research the pros and cons of implementing rent control and
just cause eviction as well as other options for providing rent relief in Fremont.
Rent Control and Just Cause Eviction in California: As early as 1976, the California
Supreme Court upheld the authority of cities to adopt rent control under their police power
granted in the State Constitution That authority was limited by the State Legislature in 1995
by the Costa-Hawkins Rental Housing Act (“Costa-Hawkins Under Costa-Hawkins, rent
control cannot be applied to units built after February 1, 1995. Costa-Hawkins also exempts
single family homes, condominiums, and rental properties with less than two units.
As to rental units constructed prior to 1995, Costa-Hawkins prohibit “vacancy control”. In
other words, where a rent control ordinance is in place, rent-controlled units by law become
temporarily uncontrolled when a tenant moves out, and property owners can reset/increase
rents at that time without any limitations.. Once a new tenant occupies the vacant unit,
however, the unit again becomes subject to an existing rent control ordinance.
Most local rent control ordinances in California include a “just cause eviction” provision.
Under just cause eviction, the landlord cannot terminate a tenancy except for specific
reasons identified in the ordinance. Typical allowable causes for termination include nonpayment of rent, unapproved subtenants, or illegal activity in the unit. While just cause
eviction ordinances are typically adopted in tandem with rent control, they have also been
adopted on a stand-alone basis, and have been applied to all rental units regardless of year
of construction. They are usually adopted together with rent control ordinances, to prevent
landlords from circumventing rent control limits through use of the “vacancy reset” process.
Outside of the rent control context it is not clear what the “just cause eviction” provisions
would accomplish since landlords could continue to increase rents to a point where tenants
will leave voluntarily.
In California, cities that had rent control ordinances and just cause eviction provisions prior
to 2016 include Berkeley, Beverly Hills, East Palo Alto, Los Angeles, Oakland, Palm Springs,
San Francisco, Santa Monica, and West Hollywood. In 2016, the cities of Alameda,
Richmond, and Santa Rosa all adopted rent control ordinances, although only Santa Rosa’s
has gone into effect; in November voters will consider alternatives to the adopted
ordinances in both Alameda and Richmond. Rent control ballot measures will also be
considered in November of 2016 in the cities of Burlingame, San Mateo, Mountain View and
Oakland. San Jose, Los Gatos and Hayward have rent control ordinances but do not have
just cause eviction ordinances.
San Diego appears to be the only city in the state that has a just cause eviction ordinance
without also having a rent control ordinance. The stated purpose of the ordinance is “to
promote stability in the San Diego rental housing market and limit adverse impacts on long4

U.S. Census Bureau, American Community Survey 2009-13

Updated: 9/23/2016 11:39 AM by Susan Gauthier A

Page 2

Staff Report (ID # 2841)

Attachment G

Meeting of September 27, 2016

term residential tenants.” The ordinance applies to all rental units (with limited exceptions)
and tenancies of more than two years. In those units, landlords cannot simply provide a 30day (for tenancies less than one year) or 60-day (for tenancies of more than one year)
notice of termination as permitted by state law. Rather, a tenancy may only be terminated if
a landlord provides 60-day notice of certain enumerated grounds such as nonpayment of
rent, nuisance, illegal use of a rental unit, landlord desire to correct building code violations
on the unit or landlord intent to withdraw rental units from the rental market. When the
ordinance was adopted, San Diego landlords opposed the ordinance on the grounds that it
would limit their ability to quickly deal with problem tenants engaged in gang activity, illegal
or illicit activity, domestic violence or nuisance tenants.
Rent control ordinances typically allow modest annual rent increases. Most cities with rent
control tie increases to the Consumer Price Index (CPI) and allow annual increases of
anywhere from 60%-100% of CPI. Most also include a cap on allowable increases of
between 5%-10% to protect tenants from large rent increases in years when the CPI is
rising sharply.
Staff estimates that there are 16,782 rental housing units in Fremont, which represent
about 23% of the total housing stock in the city. Of these, 2,840 were constructed after
February 1995 and cannot legally be rent-controlled. An additional 1,491 are incomerestricted affordable units where rental rates are already strictly regulated. Staff therefore
estimates that there are about 12,541 rental units built before February 1995 that could be
covered by a rent control ordinance.
Meetings with Tenants and Landlords: As one component of its response to Council’s
referral, staff convened several meetings with tenant advocates and landlord
representatives to discuss the issue of rising rents and to try to find common ground for a
possible policy response. Because of the very different viewpoints and interests of the
tenants and landlords, they were unable to reach consensus on a policy alternative.
Instead, the City received separate policy proposals from the tenants (represented by the
Residents Insisting on Social Equity (RISE) Coalition) and the landlords (represented by the
Rental Housing Organization(RHO)). These proposals are attached. The proposal from
RISE was for the city to adopt a temporary moratorium on rent increases until a permanent
rent control and just cause eviction ordinance could be enacted. The proposal from the
landlords called for revamping the City’s existing Residential Rental Increase Dispute
Resolution Ordinance (RRIDRO) to make it more effective. Their proposal is modelled on an
ordinance recently adopted in San Leandro (see below).
The Argument for Rent Control and Just Cause Eviction
As laid out in the proposal prepared by the RISE Coalition, advocates note that rising rents
are causing severe hardship for tenants and resulting in dislocation, destabilized
neighborhoods, and gentrification. The proponents for rent control note that it stabilizes
families and neighborhoods by providing tenants with predictable, manageable rent
increases, a particularly crucial benefit to lower-income families. They argue that programs
to build new subsidized, rent-restricted affordable housing are inadequate to meet the need,
and that alternative approaches like the City of Fremont’s RRIDRO are ineffective because
they have mandatory limits on rent increases and tenants are unwilling to use RIDRO out of
a fear of landlord retaliation. Proponents of rent control also argue that rent control will not
discourage production of new housing (because new developments are exempt); that any
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ordinance could allow for a fair rate of return for landlords; and that the cost of
administering the program could be covered by a low per-unit fee.
In their proposal, RISE states that just cause eviction “goes hand in hand with rent control.”
They argue that just cause prevents unfair and arbitrary evictions while still allowing
landlords to evict tenants for specific reasons such as failure to pay rent or the occupancy of
a unit by the owner or certain relatives.
The Argument Against Rent Control and Just Cause Eviction
Economists have studied rent control extensively. Based on staff’s research, it appears that
economists generally agree that rent control has an overall negative effect on housing
quality and availability. As noted by Nobel Prize-winning economist and New York Times
columnist Paul Krugman in a 2000 article about consequences of rent control in San
Francisco, “the analysis of rent control is among the best-understood issues in all of
economics, and -- among economists, anyway -- one of the least controversial.”5 For
example, in a 1992 survey of 464 economists, 93% agreed with the statement that “a
ceiling on rents reduces the quantity and quality of housing available.” 6 More recently, in a
2012 panel of 40 economic experts, 81% disagreed or strongly disagreed with the
statement that rent control ordinances had had a positive impact on the amount and quality
of broadly affordable rental housing.7 Only two percent (one respondent) agreed with the
statement—the remaining 17% were uncertain or voiced no opinion.
In the literature reviewed by staff, the primary reasons given by economists for their
conclusion that rent control has a net negative impact can be summarized as follows:


Rent Control Results in Scarcity of Rent-Controlled Units and Drives Prices Higher in
Non-Rent-Controlled Units

Rent control affects the behavior of all tenants in rent-controlled units by incentivizing them
to stay in units longer than they otherwise would absent rent control. Indeed, this is one of
the goals of a rent control ordinance. However, with lower turnover of existing units, it is
likely that new residents will have a harder time finding an apartment, at least in buildings
subject to rent control. In California, with rent control limited to pre-February-1995 units, a
likely result would be increased demand for non-rent-controlled units, resulting in higher
rents in those units for future residents.


Rent Control Reduces Incentives for Landlords to Maintain their Properties

Under rent control, landlords have less incentive to invest in upkeep knowing that the
demand for units renting at below-market prices will be higher than for market rate units in
the same condition. A tenant in a rent-controlled unit is less likely to leave a unit due to
poor maintenance than a tenant in a unit without rent control. Most cities try to overcome

5

Krugman, Paul. “Reckonings: A Rent Affair.” The New York Times, June 7, 2000
R.M. Alston, J.R. Kearl, and M.B. Vaughan, "Is There a Consensus Among Economists in the 1990s?"
American Economic Review, May 1992, 82, 203-9.
7
http://www.igmchicago.org/igm-economic-experts-panel/pollresults?SurveyID=SV_6upyzeUpI73V5k0
6
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this problem through regulation (i.e. establishing maintenance standards by law). Ensuring
appropriate maintenance then becomes a regulatory responsibility of the city.


Rent Control Requires Creation of a Regulatory Structure that Imposes Additional
Costs on Renters, Landlords, and/or Cities

In order to administer rent control, cities typically hire dedicated staff to monitor rents in all
rent-controlled units and to enforce other provisions of the ordinance. Cities also typically
establish Rent Boards that hear disputes and/or requests for variances as provided for in
their ordinances. Administrative costs can be significant. As examples, in 2015-16 the
adopted budget for the rent control board in Santa Monica was $4.76 million, with 25.9 full
time staff positions;8 in San Francisco in 2014-15, the budget was $6.42 million with 29 full
time positions;9 and in Berkeley in FY 2016/2017, the budget is $4.55 million with 20.6 full
time positions.10 Rent control ordinances often pass some of these costs on to landlords,
who in turn are usually allowed to pass along at least a portion of the costs to tenants.


Rent Control is Indiscriminate and Provides Benefits to Renters Irrespective of their
Need

The primary justification for rent control is to assist renters who may be priced out of their
homes due to rent increases. However, rent control ordinances are not income-based, so
all tenants benefit, regardless of their incomes.
With respect to just cause eviction, one of the main arguments against is that just cause
eviction makes it more difficult to evict problem tenants (which can be to the detriment of
other tenants in the same complex as well as landlords). As noted previously, just cause
eviction is also unlikely to be effective in situations where it is adopted as a stand-alone
ordinance rather than as part of a package with rent control.
Existing Fremont Programs Related to Affordable Rents
As Council considers the costs and benefits of rent control and just cause eviction, it may be
helpful to review possible enhancements to several programs that the City already has in
place to promote housing affordability. As described below, enhancements/improvements
to these programs could be an alternative to rent control.

8

Santa Monica Rent Control Board, 2015-16 Operating Budget:
https://www.smgov.net/uploadedFiles/Departments/Rent_Control/Reports/Budget_Reports/Adopted_
Budget_2015-16.pdf
9
Mayor’s 2013-14 & 2014-15 Proposed Budget;
http://sfmayor.org/sites/default/files/FileCenter/Documents/266-Mayors_Budget_Book_2013-14web.pdf
10
City of Berkeley Adopted Biennial Budget:
http://www.ci.berkeley.ca.us/uploadedFiles/Manager/Budget/FY%202016%20and%20FY%202017%2
0Final%20Adopted%20Biennial%20Budget%20Book.pdf
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RRIDRO
RRIDRO was adopted by the City of Fremont in 1997, during a period of rapidly escalating
rents. The ordinance requires landlords, when notifying tenants of a rent increase, to
encourage tenants to contact them to discuss the increase, and also to inform tenants of
their right to use the City’s dispute resolution process, which is a three-step process
consisting of conciliation, mediation, and finally a fact-finding panel Rent increases are
limited to once per year, and any increase without first giving the required notice is void.
According to staff involved with RRIDRO implementation over the past 19 years, the
ordinance was relatively effective in its early years, but became less effective over time as
the original landlords who had championed it as an alternative to rent control became
less active.
In 2016, as staff convened tenant and landlord groups to discuss rent control and just cause
eviction, the RHA representatives suggested that RRIDRO could deliver much better results
with active landlord participation. Since the beginning of the year, the RHA has participated
in RRIDRO by providing peer-to-peer counseling (and has achieved reductions in proposed
rent increases in more than half the cases, compared to less than 25% of the cases
between July 1 and December 31, 2015.
The RHA has proposed that the City update RRIDRO to incorporate a number of
modifications similar to those that have recently been adopted by the City of San Leandro in
its rent mediation ordinance, including:





Replacing the Fact Finding Panel with a standing City Rent Review Board consisting
of two landlord representatives, two tenant representatives, and a neutral third
party;
Establishing a rent increase threshold for eligibility (the RHA proposed 10%, although
the San Leandro ordinance sets a 7% threshold);
Strengthening of the mandatory participation provisions; and
Continued peer-to-peer counseling by landlords

Staff believes that modifications along the lines of those adopted in San Leandro would
strengthen RRIDRO and would provide better results for tenants than the existing
ordinance. Staff also believes that strengthening the anti-retaliation provisions in RRIDRO
could increase the likelihood that tenants would take advantage of the process. If Council is
interested in pursuing this option, staff would prepare a more in-depth analysis of
associated costs and staffing needs; however, staff anticipates administrative costs would
be much lower than those associated with rent control and just cause eviction ordinances.
For example, San Leandro staff has estimated that implementation of their rent mediation
ordinance costs about $100,000 annually.
Affordable Housing Construction and Preservation
The City has worked diligently over the past two decades to build and preserve incomerestricted affordable housing. Prior to 2012, the Fremont Redevelopment Agency was the
primary funder of affordable housing in Fremont, devoting 20% of its revenues to affordable
housing pursuant to State law. With the State’s elimination of Redevelopment in 2012, the
City has established other mechanisms for affordable housing development. These include
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an annual appropriation of part of the City’s increased property tax revenues in the absence
of Redevelopment (“boomerang funds”); requirements for fee payments and/or construction
of affordable units by market rate developers under the Affordable Housing Ordinance; and
aggressive pursuit of outside grant funding. These efforts, combined with prior investments
in affordable housing by the City and the Redevelopment Agency, have resulted in 1,491
affordable units where rental rates are strictly regulated and affordable to lower-income
tenants. With recent City funding of two new affordable project (Stevenson Family
Apartments and Parc55 Senior Apartments) as well as affordable units that will be
constructed in conjunction with market-rate rental projects in the Warm Springs area, the
City is poised to add more than 650 additional affordable units in the next few years.
While the City has been aggressive in pursuing funding sources for affordable housing in
recent years, one additional source the Council could pursue is a housing fee on commercial
development. The City is participating with other jurisdictions in Alameda and Santa Clara
County in a regional study to determine whether such a fee is legally justifiable. Staff
anticipates returning to Council in the next 2-3 months with a report and recommendations.
Secondary Dwelling Units/”Junior” Second Units
Secondary dwelling units are one way to increase housing options without significant
impacts to infrastructure or neighborhood character. Fremont currently allows secondary
units by right in all single-family residential zones provided they meet certain size, design,
and location criteria. Secondary units are sometimes called “granny flats” since they often
are used by extended family members of the homeowner; however, they can also be rented
out, providing another housing option for renters.
Several North-Bay jurisdictions have recently adopted ordinances authorizing a separate
category known as “Junior” second units. A junior second unit does not involve construction
of additional square footage, but is created from the conversion of an existing interior
bedroom. Junior second units have both exterior access and interior access to the rest of
the home—they are limited in size (500 sq. ft. is typical), may have a “wet bar” type food
prep area, and may have a private bath or share the bathroom with the main unit.
Significantly, because these units are seen as repurposing existing space, jurisdictions
adopting junior second unit ordinances have determined that many fees charged to new
development do not apply.
If Council wishes, staff could pursue development of a junior second unit ordinance as a way
to provide additional relatively affordable rental options and to moderate future rent
increases by expanding supply.
Minimum Lease Term
The City of Palo Alto has adopted a requirement that a landlord must offer prospective
tenants in multiple-family dwellings a written lease for a minimum term of at least one year.
If the tenant rejects the offered one year lease, the parties are free to negotiate a lease
term of less than one year.
Requiring a landlord to offer a minimum one year term for a lease affords the tenant the
option of committing for a longer rental period, affording a greater degree of stability and
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protection from eviction than a month-to-month lease. If Council wishes, staff could pursue
development of a requirement for landlords to offer a minimum one-year term.
Alameda County Housing Bond
One other opportunity for increasing the availability of affordable housing in Fremont is
the $580 million Alameda County Housing Bond that will be decided by voters in November.
If approved, the bond will provide an important new, local funding source for affordable
rental and home ownership programs. On July 19, 2016, Council adopted a Resolution
supporting the bond measure and encouraging local residents and businesses to do
the same.
ATTACHMENTS:


RISE Recommendations



RHA Recommendations



Email from RISE Re City Working Group on Fremont Housing Crisis

RECOMMENDATIONS:
1.
Hear presentation
2.
Provide direction to staff regarding what options the City Council would like staff to
pursue to mitigate rent increases in Fremont.
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Alin Lancaster
From:
Sent:
To:
Subject:
Attachments:

rise fremont <risefremont@gmail.com>
Attachment G
Thursday, August 25, 2016 6:03 PM
May Lee; Harvey Levine; Dan Schoenholz; Debra Margolis; Jeff Schwob
Re: City Working Group on Fremont Housing Crisis Complete
RISE rent stabilization policy brief.pdf

Hello,
We are following up with city staff involved in putting together the rent stabilization report to make sure our
position paper and correspondence below are included as an addendum to your report. Please let us know when
a draft becomes available and if we are able to review it, as well as when we can expect council receiving your
final report.
Thank you,
RISE
On Sun, Jul 10, 2016 at 9:36 PM, rise fremont <risefremont@gmail.com> wrote:
Dear Mayor Bill Harrison, Vice Mayor Lily Mei, Councilmember Suzanne Chan, Councilmember Vinnie
Bacon, and Councilmember Rick Jones:
We completed the City working group process with our fourth and final meeting on June 21. We would like to
provide an assessment of the process, our understanding of where it ended up, and next steps.
The process
Members of City staff were well-intentioned and sincere in their desire to facilitate a discussion between
landlords and housing advocates to find common ground. However, the meetings themselves were not well
structured or facilitated. As a result many of the discussions were repetitive and were often monopolized by
representatives of Rental Housing Owners Association of Southern Alameda County (RHASAC), the apartment
owners’ trade association. For the record, after the first meeting RISE did request that agendas be provided
beforehand and asked for more structured facilitation, but to no avail.
Furthermore, members of the RHASAC were hostile and patronizing towards members and allies of the RISE
Coalition. This happened from the very first meeting, and little was done to correct for or ease the tension and
hostility. Sexism was visibly present, as male landlords were quick, aggressive, and consistent in cutting off
female participants from RISE as they were speaking. Comments with racist overtones referring to "slum
neighborhoods," "model immigrants," "good tenants vs. bad tenants," and crime and safety were brought up
repeatedly. Community members participating in the process in good faith often felt demoralized and
disrespected, and question the value of engaging with representatives of the real estate industry. City staff
apologized to members of the RISE members for the behavior of these representatives at the end of the process.
This was appreciated but was not helpful in making the process itself more productive.
Unfortunately, the nature of the process did allow for in-depth discussion of rent control (or just cause) and
what implementation could look like. Rent control and just cause were recently adopted by the city council in
Santa Rosa and the San Jose City Council recently improved their rent control ordinance and are adopting a
form of just cause. Additionally, there are a number of additional jurisdictions exploring these policy options
and others which already have them. It would have been much more productive if the meetings could have been
more focused on learning about and from these efforts.
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RISE does not feel RHASAC participated in this process in good faith and believes they participated primarily
to obstruct our efforts as they saw these gain momentum across the city. RISE questions why this organization
was given such a prominent role in a resident initiated effort to work with our elected representatives in
confronting the ongoing crisis of housing affordability and displacement of middle and working class residents.
Where we ended
RISE presented its proposal for addressing the housing crisis (see below for a summary) and RHASAC
presented theirs. Regarding the RHASAC proposal, RISE rejects the idea that a non-binding process, either
alone or combined with a “good faith” effort by RHASAC to regulate their colleagues, represents a meaningful
or sustainable response to the problem.
RISE has been clear from the outset that rent control and just cause eviction are necessary policies to address
the crisis and stabilize the rental housing market in the near term while longer term solutions aimed at
expanding the affordable housing supply are implemented. No other polices that we know of, and none that
were introduced through this process, can benefit so many residents so quickly.
While one staff member made an off handed comment indicating bias against rent control on ideological
grounds at our first meeting, staff did not raise any substantial concerns about our objections to rent as an
option worth exploring. RISE on more than one occasion asked staff to raise any concerns so that we could
address them, and none were offered.
While members of RHASAC did express some concerns about just cause eviction protection early in the
process, we heard no concerns about just cause from staff.
Because of this we expect a strong recommendation from staff that Council seriously consider these policies
and begin investigating how they can be adopted in the City of Fremont.
Next steps:
The City staff report is scheduled to be completed in either July or September. If presented in September, this
will mark almost a year since Councilmember Bacon's referral passed on October 13, 2015. We have members
who have been evicted or forced out of Fremont due to escalating rents during this time -- and surely many
more Fremont residents we do not know have been displaced.
Therefore, we reiterate the urgency of a moratorium on rent increases and no-fault evictions until City
Council takes decisive action on lasting solutions to the housing crisis in Fremont.
Our stance remains firm on the strongest protection for renters in Fremont.
Summary of the RISE Fremont proposal
Rent Control
-Protect tenants from large, unnecessary rent increases.
-Limits annual rent increases so that landlords may only raise the rent once per year by a predictable amount.
Fremont could link the annual allowable rent increase to changes in the Consumer Price Index (CPI).
-Rent control will not discourage the development of new housing since new construction is exempt from rent
control under state law.
-Rent control can be cost neutral for cities. Any costs to administer the program can come through a low per
unit fee paid by landlords (or shared with tenants).
Just Cause for Eviction
-Prevents the arbitrary eviction of tenants who have paid their rent and have respected their lease agreements.
2

Attachment G
-Requires that landlords have a specific reason to evict a tenant.
-Can be applied to all residential rental units including single family homes, condominiums, and newly
constructed units.
-Just causes for eviction could include: substantial damage to property, owner move in, removal of property
from rental market or temporary move due to capital improvement (with relocation payments and right to return
in a temporary move)
Now that the final working group meeting has been completed, we hope to meet with each of you one-on-one.
Please reply to this email with your availability in the next month, or look out for an email reaching out to you
individually.
Thank you.
Sincerely,
RISE Coalition
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2016 Income Limits
Median Income

$93,600

Income
Category

Household Size
1

2

3

4

5

6

7

8

Extremely Low
(30% AMI)

20,500

23,400

26,350

29,250

31,600

33,950

36,730

40,890

Very Low
(50% AMI)

34,150

39,000

43,900

48,750

52,650

56,550

60,450

64,350

Low
(80% AMI)

52,650

60,150

67,650

75,150

81,200

87,200

93,200

99,200

Source: U.S. Department of Housing and Urban Development

