Item II-A


HOUSING PRODUCTION

The Countywide Planning Policies (CPPs) and the Growth Management Planning Council (GMPC) require the annual monitoring residential development in each jurisdiction and evaluating achievement of Countywide and local goals for housing for all economic segments of the popula​tion every five years beginning in 1999.  Fundamental to the review is an assessment of the production of new housing units throughout the County.

SUMMARY OF FINDINGS

· Countywide, housing production thus far (the past four years) is sufficient to meet the 20-year growth target.

· A similar number of new housing units (between 8,000 and 10,000) have been constructed in Seattle, unincorporated King County, eastern cities and southern cities in the last four years.  However the 20-year planning targets for these areas are differ significantly.  

· Seattle’s rate of production has increased tremendously over the last two years, if this same pace is maintained in Seattle, and the growth rate continues in eastern cities and unincorporated areas of the County, these areas will exceed their planning targets.  However, the pace of growth has been relatively flat for the southern cities (which had higher planning targets in comparison to other areas of the County – but also much more land to accommodate the growth).  South King County cities will fall short of planning targets unless the rate of housing production increases in those jurisdictions. 

· Housing development in rural areas, though decreasing, is still at a pace that will far exceed the target for the area.

· Overall, nearly 10% of new housing units are located in the 13 Urban Centers designated in the Countywide Planning Policies.
· 56% of the new housing units built in the last four years are in multifamily structures.   Almost 75% of the new units (single family and condominiums) issued permits were planned to be offered for sale. 
SUMMARY OF HOUSING PRODUCTION POLICY ISSUES

1. Although growth rates are not expected to be evenly distributed geographically nor maintained at the same rate over time – vastly different rates of growth can signal potential problems.  Areas that are growing more rapidly are potentially facing a shortage of capacity (land, infrastructure, human services, etc.) if demand and production continue at the current pace.  Areas that are growing slower beg the question “why” when compared to neighboring jurisdictions.  Is the growth rate due to less demand by the market, or is infrastructure lacking or are there other institutional issues/obstacles to development in the area?  Excess rural growth can be seen as siphoning off growth that would have otherwise gone into urban areas – or it can be viewed as a “pressure relief valve” allowing development that otherwise wasn’t being accommodated.  In either case it is detrimental to the goals of discouraging residential development and preserving rural/resource land uses.  The rural policy update is expected to address this issue.

2. Urban Centers are a key component of the overall strategy to accommodate growth in the urban area of the County.  Again development rates vary greatly, as was expected.  It appears that very few of the GMPC policies regarding regional strategies and assistance Urban Centers have been implemented.  However, given that 25% of the household growth is expected to accommodated in these centers and they are key to the transportation strategies of the region as well – should increased efforts be made to ensure the success of all Centers?  Some cities have had almost no housing development.  Are sufficient plans and strategies now in place to stimulate development in those Centers? 

3. Although there are no formally adopted policies with regard to “balancing” the amount of job growth to housing growth – there are concerns that the current discrepancy between housing production and employment is contributing to rapidly escalating housing costs because of an increasing demand/supply imbalance.  This issue raises very broad questions with regard to why housing production is lagging so severely during this economic cycle, is the capacity within the construction industry is sufficient and finally whether the GMPC can do anything to affect this situation?

BACKGROUND REGARDING REVIEW AND EVALUATION

The Growth Management Planning Council appointed the Affordable Housing Task Force in 1992 to recommend refinements to County Affordable Housing Policies, and actions to make affordable housing a reality for King County.  The Task Force met over one year to examine current and projected housing needs, evaluate the reasons for rising housing costs, and discuss the effectiveness of various affordable housing strategies.  The Task Force’s recommendations for refinements were forwarded to the GMPC in March 1993 and were subsequently adopted.

Among the key features of the recommendations were new Policies AH-5 and AH-6.  They called for the annual monitoring residential development in each jurisdiction and evaluating achievement of Countywide and local goals for housing for all economic segments of the popula​tion every five years beginning in 1999.  These policies were driven in part because throughout the Task Force’s deliberation, members emphasized the importance of assuring sufficient capacity for residential growth and concerns that growth management policies might prevent a “well-functioning” housing market from delivering housing units to meet demand (thus driving up housing prices).  Other members were concerned that there needed to be some accountability for housing goals and in particular efforts to ensure affordable housing.

Countywide Planning Policies

Policy AH-5 requires each jurisdiction to track the total number of new and redeveloped units receiving permits and units con​structed, housing types, developed densities and remaining capacity for residential growth.  Housing prices and rents also should be reported, based on affordability to four income cate​gories:  Zero to 50 percent of median income, 50 to 80 percent of median, 80 to 120 percent of median, and above 120 percent of median.  King County is required to report annually on housing development, the rate of housing cost and price increases and available residential capacity Countywide in its annual growth reporting.

All of this data (except for the affordability of existing and new units) has been reported in King County’s Annual Growth Report and Benchmarks Report.  Data on the affordability of each housing unit in King County has proved to be difficult to collect.  However, in 1998 King County paid for consultants Dupre+Scott to collect this information from existing sources.  Though there are limitations on the data – it is the most complete report at this time which looked at the affordability of existing and newly constructed rental units in projects of 20 units or more with some data on smaller multifamily rental projects.  In addition, Dupre+Scott compiled data on all housing sales in King County over the preceding year.

This data is now being extrapolated by County planners so that there will be a fairly complete accounting of the number of units that appear to be affordable to various income segments – with this information disaggregated to all jurisdictions for the purposes of the Benchmarks Report.

Policy AH-6 requires evaluating performance with regard to Countywide and local housing goals.  In particular it calls for the review of local performance in meet​ing low- and moderate-income housing needs.   This will be reported the extent possible in Issue Paper #2.  The evaluation was also meant to determine each jurisdictions’ participation in Countywide or sub-regional efforts to address existing housing needs and actual development of the target percentage of low and mod​erate-income housing units as adopted in its comprehensive plan.  Though not specifically called out in the criteria – the staff have assumed that part of the housing evaluation should include locational difference (urban vs. rural development and urban center vs. general urban areas) where possible.  

The GMPC recognized that many factors beyond the control of jurisdictions affect the construction and affordability of housing.  This initial analysis presented in this paper (and the accompanying issue papers) does not attempt to assess factors – but to just report the data and statistics as known at this time.

State Review and Evaluation

Much of the data required to be collected by cities in Policy AH-5 has now been codified at the state level in the “Buildable Lands” legislation adopted in 1996. The purpose of the state’s review and evaluation program is to determine whether a county and its cities are achieving urban densities within urban growth areas by comparing growth and development assumptions, targets, and objectives contained in the county-wide planning policies and the county and city comprehensive plans with actual growth and development that has occurred in the county and its cities.  Counties and their cities are required to submit evaluations every five years beginning in 2002.  Counties and cities not in compliance with their own adopted policies or the state’s policies will be required to Identify reasonable measures, other than adjusting urban growth areas, that will be taken to reach compliance.   The main thrust of the evaluation program is to ensure sufficient capacity for future employment and residential growth needs by evaluating how rapidly land resources are being consumed.   

The state’s evaluation program does not address the affordability of housing being developed, nor does it address if sufficient amounts of housing are being developed with respect to housing demand created.

Background on Household and Employment Growth Targets for King County

Once the Growth Management Act was established by the State of Washington, the Office of Financial Management (OFM) developed 20 year growth projections for all the counties required to plan under the act.  The projections were given to counties in the form of total population growth to be expected from 1992 - 2012.  OFM did not provide household, job or city-level projections.

In King County, elected officials and their planners translated the population projection into a household growth projection by agreeing to a year 2012 average household size of approximately 2.2 persons based on data from the Puget Sound Regional Council (PSRC).  In King County the total 20-year household growth anticipated ranges from 171,815 to 222,556 households (accommodating an increase of over 325,000 people total Countywide).  King County and its cities adopted a total employment target of nearly 350,000 new jobs over 20 years.  Almost 40% of those new jobs are expected to be in Seattle.

As the Countywide Planning Policies developed and a defining strategy emerged to accommodate approximately twenty-five percent of the growth in 13 Urban Centers – the elected officials and planning directors came forward with their household and employment growth targets based on each jurisdiction’s assessment of its development capacity – and its vision for its community.  Minimal negotiations were required to reach an agreement for the planned growth for each city and the remaining urban unincorporated areas of the County once Seattle agreed to aim for a fairly high housing target (approximately 25% of all the new housing growth in the County).  All cities that wanted to be designated with one or more urban centers and/or planned to be major employment centers were urged to accommodate a higher number of households, as well – and they did so.  Household and employment targets were adopted as Appendix 2 of the Countywide Planning Policies.

Of note, OFM will issue new twenty-year population projections for the state and each county based on the 2000 Census, probably in late 2001.  Those projections are expected to cover the years 2000- 2022.  King County and its cities will undoubtedly be expected to absorb additional population and employment growth.

SUMMARY OF HOUSING PRODUCTION TRENDS

This first table shows the regional distribution of new housing units issued building permits by year, 1995 through 1998. 

Housing Unit Permits Issued by Region

Region
1995 Units
1996 Units
1997 Units
1998 Units
1995 – 98 Units
20 Year HH Target
Jurisdiction’s Target as % of Ctywide Goal
% of 20 Year Goal

Achieved

East Cities
1,376
2,569
2,922
2,815
9,682
32,417
16%
29%

North Cities
244
64
161
179
648
334
.17%
190%

South Cities
1,143
2,046
2,581
2,555
8,325
56,312
28%
15%

Rural Cities
207
302
366
358
1,421
9,467
5%
15%

Seattle
1,094
1,091
2,394
3,933
8,512
55,000
28%
15%

Subtotal:

   All Cities
4,064
6,072
8,424
10,028
28,588
153,531
77%
18%

Urban Uninc. King County
1,752
2,663
2,354
2,830
9,599
38,000
19%
25%

North
239
193
555
491
1,478




East
540
838
792
1,266
3,436




Southeast
758
1,222
873
834
3,687




Southwest
215
413
134
243
1,005




Rural KC
833
899
1,081
954
3,767
7,000
4%
53%

Subtotal: Uninc. KC
2,585
3,562
3,435
3,784
13,259
45,000
23%
29%

Total:
6,649
9,634
11,859
13,812
41,954
198,531

21%

To accommodate the 20-year household target, the annual number of new housing units needed should average 9,270 to 10,607.  Developers sought permits to construct 41,847 units of housing throughout King County during the last four years (1995-98) which equals 21% of the overall growth target of 195,000 new units over 20 years.  Therefore countywide, housing production thus far (the past four years) is sufficient to meet the 20-year growth target.
The production of new units was spread fairly evenly between the East and South cities, Seattle and urban unincorporated King County with each absorbing approximately 20 percent of the growth.  The bulk of permits were issued in a relatively small number of cities.  Bellevue, Issaquah, Kirkland and Redmond issued permits for 80 percent of the units in eastside cities.  Auburn, Federal Way, Kent and Renton issued permits for almost 90 percent of the units in southern cities.  

Almost 70% on the new units issued permits in unincorporated areas were located at the “urban fringe” in the East Sammamish, Northshore, Soos Creek and Tahoma/Raven-Heights planning areas.  Rural development on average equals 8% of permits sought countywide.  The goal is no more than 4% over twenty years.  52% of the twenty-year goal has been achieved already.

Though production, in terms of sheer numbers of units is spread evenly – comparing production to 20 year targets for those regions reveals whether the County and cities are on pace to meet the targets.  Seattle has achieved 15% of its goal, eastern cities have achieved 29% of their goal, southern cities have achieve 14% of their goal and King County has achieved 25% of its goal in urban areas.

The vast majority of permits issued for new housing units throughout the 1990s were for development projects on vacant land, as expected.  A small percentage of new housing units, outside Seattle, are on redeveloped parcels.  Seattle’s redevelopment rate is assumed to be just the opposite, although there is no specific data to confirm this at the moment.  Redevelopment may not be considered essential in the early years of the 20-year plans – however, capacity for new housing units in the urban area is highly dependent on redevelopment.  Increasing rates of redevelopment and potential issues around displacement of existing populations should be anticipated during the next four years.  
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Unincorp KC

2,480

15%
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3,435
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Overall

5,450
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8,543

23%
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Note: The totals in this table do not include Seattle units. Seattle has very little plat activity each year (almost all in the form of short

plats), and most new building permits are issued on already platted land.  While in some cases that land is vacant, the estimate of 

professional project reviewers suggest that in most cases the land is already in some “developed” use.  However, current data sources 

are such that it is not possible to make a precise estimate of the proportion that meets the definition of “redeveloped.”

Development of new housing units in the County’s 13 designated Urban Centers is improving year by year.  The majority of new units are located in Seattle’s urban centers although an accurate count on new units permitted in 1998 for all of Seattle’s centers is not available at this time.  Developers are also pursuing opportunities on an inconsistent basis in other cities.

New Housing Units in Urban Centers


New Units Goal
1995 Units
1996 Units
1997 Units
1998 Units
95-'98 Units

Total Existing & New Units

Total 
49,069
406
819
1,761
916
4,102

62,119

% of Total New KC Hsg Units

4%
7%
14%
6%




Bellevue
4,100
0
375
623
326
1,324

2,160

Federal Way
2,935
0
200
0
0
200

200

Kent
1,750
100
113
0
0
213

715

Redmond
2,234
0
119
0
124
243

1,073

Renton
5,400
7
0
11
112
130

1,098

SeaTac
3,500
0
47
0
12
59

3,953

Seattle

26,650
299
165
1,127
342
1,933

52,909

Downtown

15
18
465
342




1st Hill/Cap. Hill

237
80
136
na




Univ. District

-10
32
168
na




Northgate

32
17
212
na




Seattle Center

25
18
146
na




Tukwila
2,500
0
0
0
0
0
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Housing production in the designated Urban Centers is of particular interest because many cities have planned for their center(s) to absorb a large proportion of the cities household growth and because overall the centers will absorb almost a quarter of the new growth throughout the County.

Employment data for cities is incomplete, but information furnished by the PSRC and cities themselves indicate that overall, the Urban Centers have achieved a goal of 50 jobs per acre.  Now the development of housing is beginning but it varies significantly from jurisdiction to jurisdiction.  The “older” or more established centers in Seattle and Bellevue have seen substantial numbers of new units constructed.  

The good news is that many jurisdictions have made progress in preparing for new housing units in their centers.  For example, Renton has made over $5 million investment in acquiring underutilized properties, planning infrastructure improvements and will break ground in the next few months on an urban plaza at the heart of its urban center adjacent to the new transit hub.  Federal Way is also making a significant investment in a park adjacent to its Urban Center and like Renton has hired an economic development specialist to spearhead redevelopment efforts in the center and focus more attention on housing development opportunities.

The next table characterizes quantity of various types of housing being issued permits.  The majority of units being built are in multifamily projects.  However, assuming that nearly all single family units and most condominiums are sold upon construction and owner-occupied, almost 75% of the new units on the market are being purchased.  Interestingly, though a higher proportion of new units are owner-occupied, the homeownership rate for King County has remained a steady 59% throughout the 1990’s.  

Types of Housing Permit Issued


1995
1996
1997
1998
Total
% of total Units

King County:







     - Single Family
     4,480 
       4,789 
      5,434 
       5,787 
20,490
44%

     - Multifamily
     5,118 
        6,398 
        6,897 
        8,297 
26,710
56%

Apartments*
1,000
1,849
2,460
3,593
8,902
18%

Condominiums
4,118
4,549
4,437
4,407
17,511
37%

King County Total:
   9,598 
  11,187 
  12,331 
  14,084 
47,200


*  Based on the available data from Dupre+Scott regarding number of rental apartments that were constructed and became available for rent each year.  For the purposes of this table -- assumption that apartment units constructed in 1995 were issued permits in 1994.

Perhaps, the one surprise regarding housing production has been the substantial lag of housing production in comparison to new jobs created in King County.  This is a typical pattern of development in the region, however the problem seems more pronounced during this cycle.  There are no Countywide Planning Policies regarding balancing job growth and household growth.  However by adopting employment targets and new housing targets – there was essentially a defacto plan if not specific policy to accommodate a certain capacity and balance for both needs.

The ratio of new jobs to new housing units planned for King County was roughly 1.7 jobs per 1 housing unit.  However, during the past four years the ratio of new jobs to new housing units has averaged 3.8 new jobs/1 housing unit.  160,700 jobs were created in King County from 1995 – 98 which equals 46% of the overall growth target of 347,400 new jobs over 20 years.
The following table compares permits for new housing units to employment/job growth (as reported by Employment Security) for 1995-1998. 

Employment Growth vs. Housing Growth


1995
1996
1997
1998
Total
Ratio

King County







New Jobs
21,300
38,700
55,400
45,300
160,700
3.8 Jobs per  Hsg units 

New Hsg Units
   9,598 
   11,187 
   12,331 
   14,084 
47,117


 Kitsap County







New Jobs
2,600
300
1,700
4,600
.78  Jobs per Hsg units

New Hsg Units
   1,211 
     1,790 
     1,739 
     1,126 
5,886


Pierce County







New Jobs
6,600
7,500
6,200
20,300
1.05 Jobs per Hsg units

New Hsg Units
   3,896 
     4,732 
     4,930 
     5,696 
19,254


Snohomish County







New Jobs
8,500
17,450
7,950
33,900
1.5 Jobs per Hsg units

New Hsg Units
   3,504 
     4,928 
     5,563 
     7,867 
21,862


Total







New Jobs
77,700
80,650
61,150
219,500
2.3 Jobs per Hsg units

New Hsg Units
40,900
24,563
28,773
94,119


By comparison developers in Pierce County have sought permits for 19,254 units of housing, but there have been 20,300 new jobs created for a jobs/housing ratio of 1.05 jobs/housing.  In Snohomish County developers have sought permits for 21,862 units of housing, but there have been 33,900 new jobs created for a jobs/housing ration of 1.5 jobs/housing.  And, in Kitsap County developers have sought permits for 4,600 units of housing, but only 5,886 new jobs were created for a ration of .78 jobs/housing.
In 1997, the four-county average of total jobs per total housing units was approximately 1.2 jobs per housing units.  Throughout the four-county Puget Sound region we are now producing roughly 2.3 new jobs for every new housing unit.

Job growth and housing growth have always been cyclical in King County.  However, the lack of housing production to match job growth is perceived by many as contributing to rapidly escalating housing costs because of a severe demand/supply imbalance.  In the past this imbalance has been tempered typically over a ten-year period when the economy slows, fewer new jobs are produced and the housing market “catches up” in producing a sufficient amount of housing.  Economic cycles are difficult to predict and it is unknown how long the current trend will continue.  However, the good news/bad news for this region is that it appears because our economy has diversified and is currently driven by the thriving high technology sector – that perhaps the former ten year cycle may last longer or perhaps indefinitely (although certainly not at the blistering pace of the last few years).  The bad news is that it will take development sector a longer time to catch up.  Therefore the demand/supply imbalance may continue to be a problem for a longer period of time.  The tight market then contributes to higher rental costs and higher sales prices for homes.

Policy Options

Housing Production Targets 

The GMPC adopted employment and household growth targets to ensure that jurisdictions’ subsequent comprehensive plans and development regulations complemented/accommodated the anticipated growth.  Is it sufficient that jurisdictions have plans “to accommodate” the growth – or should they be making efforts to ensure a sufficient amount of housing is built to accommodate the housing demand. 

· Should cities establish interim production targets to ensure all jurisdictions are making adequate progress toward their 20-year goal for accommodating housing?

Market-factors influencing the location of new development are complex.  Areas that are developing faster than anticipated can be as problematic whereas it can be frustrating for jurisdictions where growth is lagging when there is sufficient development capacity.  Can the locational market factors (or preferences of renters, buyers and therefore housing developers) be affected by local and regional investment strategies? 

· Should the GMPC adopt regional incentives and/or dis-incentives to “shift the market” to areas that are not developing at this time?

Urban Centers

Urban Centers are developing at various rates.  Some may have more inherent obstacles (proximity to the airport, relatively new commercial development, etc) impeding their ability to achieve housing goals.  

· Should policies be amended or increased efforts be made to ensure the success of all Centers. 

· With decisions on Sound Transit alignments and station siting almost completed, are refinements to the CPPs and Urban Centers now warranted? 

Employment growth vs. Housing growth

As noted above, when employment growth attracts/retains workers (and their families) at a rate exceeding housing production – there is an imbalance of demand for housing and adequate supply.  The tight market affects the rental and sales prices for housing because of the increased competition.  It can also send King County workers outside of the County in search of housing – further exacerbating traffic and community problems.  Can anything be done to better balance increases in employment vs. the housing available to those new workers? 

· Are there Countywide Planning Policies and/or incentives that can increase rates of housing production at this time?

· Are there potential mitigation strategies tied to job growth that are appropriate especially for funding housing for lower-income households.

PRIMARY DATA SOURCES

· 1998 King County Annual Benchmark Report

· 1998 Annual Growth Report
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