AFFORDABLE HOUSING

The Countywide Planning Policies (CPPs) and the Growth Management Planning Council (GMPC) have identified affordable housing, for all economic segments of the population, as a basic need of King County residents and an issue of Countywide concern.  Affordable housing needs must be addressed by local governments in cooperation with the private sector, nonprofit housing agencies and other public entities.

SUMMARY OF PRELIMINARY FINDINGS 

· MIXED RESULTS SO FAR ON CPP AFFORDABILITY TARGETS: 

· The moderate income target is being met in all County jurisdictions in market rate rental housing development alone.

· The low-income housing target is being met only in jurisdictions where public investment in low-income housing has been significant.

· SUBREGIONAL DIFFERENCES IN MARKET CONDITIONS CONTINUE TO BE IMPORTANT TO AFFORDABILITY EVALUATIONS AND THE DEVELOPMENT OF LOCAL STRATEGIES.

· BOTH SUPPLY AND DEMAND MARKET CONDITIONS ARE RELEVANT AND IMPORTANT TO HOUSING AFFORDABILITY.

· INVESTMENT BY LOCAL GOVERNMENT HAS BEEN INSTRUMENTAL IN SECURING THE DEVELOPMENT OF LOW-INCOME HOUSING (<50% MEDIAN INCOME).

· PROGRESS HAS BEEN MADE, COUNTYWIDE, BUT SIGNIFICANT WORK REMAINS BEFORE THE COUNTY AND ITS CITIES WILL BE ABLE TO ACHIEVE THE AFFORDABLE HOUSING GOALS OF THE CPPs.

BACKGROUND

What do the CPPs Require on Affordable Housing?

The Growth Management Act requires that Countywide policies address the need to accommodate the distribution of affordable housing, including housing for all income groups.  The CPPs require that jurisdictions not only meet the needs of all income groups, but that jurisdictions also plan to accommodate new housing affordable to low and moderate income households, in order to meet the future need for affordable housing.

Overall Needs.  Framework Policy 28 (FW-28) requires all jurisdictions to: “…provide for a diversity of housing types to meet a variety of needs and provide for housing opportunities for all economic segments of the population.”  Policy AH-1 specifically requires that local comprehensive plans anticipate the housing needs of all “economic segments” and that the plans project the number of units to be affordable in four income categories: 0-50%, 50-80%, 80-120%, and above 120% of the Countywide median household income.

Affordability Planning Targets.  Policy AH-2 discusses the shared responsibility each jurisdiction must have in meeting low and moderate income housing needs in King County and details how local comprehensive plans must show how the jurisdiction will “ use policies, incentives, regulations and programs to provide its share of housing affordable to low and moderate income households.”

Policy AH-2 includes affordable housing planning targets that are designed to meet the CPP goal of achieving a rational and equitable distribution of affordable housing to meet the future needs of King County residents.  The affordable housing planning targets of AH-2 are that:

“Each jurisdiction shall plan for a number of housing units affordable to households with incomes between 50 and 80 percent of the County median household income that is equal to 17 percent of its projected net household growth.  In addition, each jurisdiction shall plan for a number of housing units affordable to households with incomes below 50 percent of median income that is either 20 percent or 24 percent of its projected net household growth.”

In meeting its affordability targets, AH-2 allows that “ each jurisdiction should apply strategies, which it determines to be most appropriate to the local housing market.”  It also allows that small cities, not planned to grow substantially, “may work cooperatively with other jurisdictions and/or subregional housing agencies to meet their housing targets.”  Table 3, attached to this paper, shows annual affordable housing planning targets per jurisdiction and subregion.

What is Affordable Housing?

Under the guideline used by the federal Department of Housing and Urban Development, housing is considered affordable if monthly housing costs are no greater than 30% of a household’s monthly income.  Household income categories and a description of the methodology used to determine affordable rents and prices is included in Attachment 1 to this paper.  Household income categories referred to in this paper are: Very Low-Income (30-49% of King County median income) and Low/Moderate Income (50-79% of King County median income).

Data Constraints.  The most accurate assessment of performance in housing affordability in King County, and the ability of jurisdictions to meet their affordability planning targets, would include a precise count of all units developed per year, prices and rents for all units, and the extent to which actual prices and rents of new units have met affordability targets.  Although a count of actual units permitted per year is available in the Benchmark reports, no tally of prices and rents for all new units is available.  For the period 1994-98, the best source of information on new unit prices and rents is a study commissioned by King County and performed by Dupre+Scott Apartment Advisors, Inc in 1998.  One noteworthy caveat to remember when reviewing the Dupre+Scott rental data on affordability is that the data represents a sample of each jurisdiction’s non-subsidized market rate housing.  The rental data was collected by surveying a portion of the rental housing in each jurisdiction.  The ownership data was obtained from the Northwest Multiple Listing Service (MLS) sales during a one-year period from April 1, 1997 to March 31, 1998.
PRELIMINARY ASSESSMENT

This section presents a three-part assessment of housing affordability in King County, based on the best available information.  First, the overall affordability of rental and sales housing is discussed.  An assessment then follows of the ability of jurisdictions and local housing markets to meet CPP affordable housing targets for low and moderate income housing.  Finally, this section ends with a brief discussion of “findings”.  

AFFORDABLE HOUSING IN KING COUNTY

The data compiled in Table 2 (attached) from the King County’s Housing Affordability Report includes rents and sales prices for market rate housing only – subsidized and tax credit properties are not included.  Because Table 2 measures rents and sales prices for all housing units, and not specifically new units (the affordability standard set by the CPP targets), information in this section and in Table 2 should not be used to strictly evaluate a jurisdiction’s compliance with and ability to meet the CPP affordability targets.  However, the picture of market rate affordability provided in Table 2, does indicate the following:

· The market for rental housing in South King County is focused on and proficient at supplying very low-income housing (i.e., affordable to households earning 30-49% of median income).  More than half of all rental units surveyed in every South King County jurisdiction were affordable to very low-income households (30-49% of median income).

· The market for rental housing in East King County is focused on and very proficient at supplying low/moderate income housing (i.e., affordable to households earning 50-79% of median income).  With one exception, over 75% of all units surveyed in every Eastside jurisdiction were affordable at 50-79% of median income.

· The rental market in the North King County cities, and in Seattle, also favors housing affordable at 50-79% of median income; however, over one-third of the rental market in these areas is also affordable to very low-income households (30-49% median income).

· The picture on home ownership is much different.  The Dupre + Scott data clearly indicates that none of the cities, nor the County overall, supply ownership housing affordable to households earning below 50% of median income.

· However, in many southern cities, some ownership housing has been affordable to households earning 50 – 79% of median income.  

AFFORDABLE HOUSING TARGETS

Moderate Income Housing Target

Policy AH-2 directs jurisdictions to develop plans and regulations so that 17% of new growth is affordable to household earning moderate incomes (50-79% of median income).

Table 3 assesses the affordability of recently developed, private market rental housing for all of King County, in 20+ unit complexes.  

· This information indicates that, for all of King County, the private market has successfully produced housing affordable to moderate income households.  In fact, the majority of these surveyed units have been affordable to households earning 50-79% of median income, well above the CPP target of 17% for moderate income housing.

· Data on rental affordability for new rental units in smaller building types is not currently available.  Dupre+Scott data on median rents for all building types indicates that median rents in 2-19 unit building types are lower than are median rents in larger 20+ unit complexes.

· For all cities, the available data on new construction affordability for rental units shows that the private housing market in all jurisdictions has produced moderate income housing in quantities exceeding the moderate income target for new housing established in Policy AH-2.  Examples include:

· Seattle: where 71% of new units produced in 1996 were affordable to moderate income households; 29% were affordable at this level in 1997, and 46% were affordable in 1998.

· Countywide, Eastside cities have seen the highest percentage of new rental units affordable to moderate income (50-79%) households.

· For new ownership housing, however, the available data on sales indicates that the private market has not had success in producing moderate income housing consistent with the 17% target of AH-2.  Only South County cities have seen significant sales for new units at prices affordable to moderate income households.

TABLE 3


20+ RENTAL UNITS BY INCOME GROUPS AND AGE IN KING COUNTY
Median Income
<1990
1990-94
1995
1996
1997
1998
All

0-30%
0.2%





0.1%

30-49%
49.1%
11.5%
5.1%

1.0%
7.0%
40.9

50-79%
48.7
74.5
72.1
50.5%
74.1
43.0
53.2

80-99%
1.9
11.1
19.9
37.5
13.7
40.8
4.7

100-119%
0.1
0.6
2.9
12.0
7.9
5.7
0.5

120%+

2.3


3.3
3.6
0.6

# Units Surveyed
80,025
14,958
823
216
565
2,022
100,810

SOURCE:  Dupre + Scott Apartment Advisors, Inc., May 1999

Low-Income Housing Target

Policy AH-2 directs jurisdictions to develop plans and regulations so that 20/24% of new growth is affordable to household earning low-incomes (below 50% of median income)

Private Market.  In all jurisdictions, the private market has not had success in producing low-income housing in quantities equal to the level established by the CPP low-income housing target.  Table 3 assesses private market performance in low-income housing production for recent years.

· In all cities, private market production of low-income housing has been well below CPP target levels.  

· Few to none of the new units surveyed by Dupre+Scott have been affordable to households earning less than 50% of median income (i.e., $25,050/year/2-person household).

Publicly-Assisted Housing.  Since the adoption of the CPPs, local governments and other public funders have played a leading role in the development of low-income housing.  

· Generally, where data on public assistance for low-income housing is available, and where such public assistance has been significant, individual cities have met their respective targets for low-income housing production.

· Seattle.  In publicly assisted housing alone, Seattle has met its low-income housing target for 1995-98.

· Bellevue.  Using various forms of public support, Bellevue has encouraged the production of 512 low-income units from 1993-1997, above its low-income target for that period of 412 units.

· Data on low-income housing development, with public assistance, for unincorporated King County is not yet available.

Summary Assessment of Targets

· Countywide, and in all cities, the moderate income target for new units is being met or exceeded in privately produced housing alone.

· In contrast, privately produced housing, in all County jurisdictions has been far below the CPP affordability targets set for low-income housing.

· In publicly assisted housing alone, low-income housing targets are being met in Eastside cities and in Seattle, where public investment and participation in low-income housing development has been significant.

PRELIMINARY FINDINGS  

It should be noted that the findings of this paper relate to the development and supply of housing, its rents and prices, and the ability of County jurisdictions to meet certain policy objectives.  These findings in no way address the extent of, nor measure, housing need in King County.  Important affordable housing questions left unanswered include: 

· How many households at all income levels currently reside in the County?  

· What types of households are they?  

· Where do they live and work?  

· How does the profile of housing need, based on household incomes, compare with what we know about the supply of housing?

These additional factors, affecting housing demand, are beyond the scope of this issue paper, but are important to an understanding of affordable housing in King County.

1. AFFORDABILITY TARGETS – MIXED RESULTS SO FAR:

· Private housing development has helped all County jurisdictions to achieve the CPP target for moderate income housing.

· The private market has been unsuccessful in addressing low-income housing targets.

· Only those jurisdictions, where public investment in low-income housing has been significant, are meeting local targets for low-income housing.

· For both targets, significant differences in performance by subregion of the County are important to note.

2. SUBREGIONAL DIFFERENCES IN MARKET CONDITIONS CONTINUE TO BE IMPORTANT TO AFFORDABILITY EVALUATIONS AND THE DEVELOPMENT OF LOCAL STRATEGIES.

As in 1994, subregional differences in housing market conditions continue to be relevant to local housing affordability and to local affordable housing strategies.  

· 1998 King County median rent (2+ unit buildings) was $669.  Subregional variations from this Countywide median rent were significant: South (-$103), Southeast (-$53), Seattle (-$19), North (-$9), Eastside (+$141). 

· The median price for all sales in King County in 1998 was $180,000.  Subregional variations from this Countywide median sales price were significant: South (-$58,050), Southeast (-$35,050), Seattle (+$1,000), North (-$15,050), Eastside (+$68,100) (Source: King County Market Rate Affordable Housing Study.).

· As evidenced in Table 2, favorable market conditions (especially for rental housing) in South County cities have resulted in a significant supply of affordable housing in that area.  Differences in market conditions and housing affordability appear to be less severe between all other cities and subregions in the County. 

3. BOTH SUPPLY AND DEMAND MARKET CONDITIONS ARE RELEVANT TO HOUSING AFFRDABILITY.

Current CPP housing policies are focused, primarily, on local actions to increase the supply of housing.  Conditions affecting the demand for housing, such as population and employment growth, and the efficiency of local transportation systems, continue to have a major impact on the housing market and on housing affordability in King County.  

· From 1990 to 1998, King County’s population increased by 159,000 residents.  During the same period, the larger Four-County region (King, Pierce, Snohomish, Kitsap Counties) increased in population by 409,000 residents (Source: Central Puget Sound Real Estate Research Committee Research Report, Spring 1999).
· Total King County employment increased from 914,500 in 1994 to 1,002,000 in 1998 (Source: King County 1998 Benchmark Report).
Market and regulatory conditions continue to be important to the development of affordable housing.  Market factors such as land costs and regulatory factors such as design and development regulations vary significantly throughout the County and may account for some of the subregional variations in market performance that is shown in Table 2. 

4. INVESTMENT BY LOCAL GOVERNMENT HAS BEEN INSTRUMENTAL IN SECURING THE DEVELOPMENT OF LOW-INCOME HOUSING (<50% MEDIAN INCOME).

Local public participation in affordable housing development has made leaps in its level of sophistication and commitment since 1994.  As federal support for low-income housing has dwindled in recent years, and as rents and prices have sharply risen, local public agencies have strengthened their financial and regulatory commitments to such housing.  In two cases, with ARCH and REACH, partnerships between cities have proven effective in addressing shared needs and making efficient use of limited local housing resources.  Today, a local role in low-income housing production is critical, especially in areas where land and development costs are highest.

5. PROGRESS HAS BEEN MADE, COUNTYWIDE, BUT SIGNIFICANT WORK REMAINS 

· Rental housing, affordable to moderate income households, appears to be available in most areas;

· A larger than anticipated share of housing in South County cities is affordable below 50% of median income;

· Also unanticipated has been the proportion of ownership housing in South County cities that has been affordable to moderate income households; and,

· Public support has contributed significantly to the development of housing affordable below 50% of median income. 

HOWEVER:

· In the majority of the County, the private market cannot be relied upon to produce housing affordable below 50% of median income.

· Neither private nor publicly supported housing development in King County seems capable of meeting the home ownership needs of all income categories or “economic segments”.

· Public resources and citizens’ willingness to further support affordable housing programs are both stretched thinly.

·  Future growth in the region will add further barriers to affordability within both the private and public systems of housing development. 

POLICY IMPLICATIONS

The assessment of affordable housing conditions in King County and the CPP affordable housing policies raises the following policy issues and questions:

Affordability Planning Targets

While the affordability targets do not appear to have had a direct impact on the ability of the private market to supply affordable housing, they have enabled many County jurisdictions to focus their planning, funding and regulatory actions directly on conditions that affect affordability.  One subject of Issue Paper #3 will be to measure the extent to which the affordability targets have fulfilled their objective of serving as a planning tool for jurisdictions as they develop affordable housing strategies.

· Should the targets be adjusted to address more focused goals such as the creation of housing affordable to households earning 0 -29%, 30 – 49%, and 50 – 79% of median income?

· Do other policy mechanisms and tools exist, in addition to the affordability planning targets that may serve to encourage jurisdictions to better address local affordable housing needs?

· Should tools for enforcement and local accountability on the affordability targets be further investigated?

Regulatory Strategies
Since 1994, new regulatory strategies have been widely implemented throughout the County and have proven to be effective in encouraging the development of moderate income rental housing and a greater diversity of options in ownership housing.  However, on their own, strategies dealing with land use and development standards, such as minimum densities, have not gone far enough to result in the production of housing affordable at lower income levels (<50% median income). 

· Do local strategies tied to the demand for housing (e.g., housing vouchers, employer assisted housing), although not a priority when the CPPs were first developed in 1994, offer a new area of emphasis in terms of actions that local jurisdictions can undertake to affect housing affordability?

· Should additional supply-oriented regulatory approaches be considered as part of the policy update?

· Should the preservation and maintenance of older affordable housing stock be identified as a priority strategy for local jurisdictions?

Public Participation
The most noteworthy success, over the last five years, in affordable housing has been the increased willingness and ability of local jurisdictions to provide critically needed support to affordable housing development.

· Should the policy update investigate new ways of further strengthening the public role in affordable housing development?

· Are there new types of public roles, besides financial and regulatory, that should be considered for the policy update?

· Should renewed attention be paid to the distribution in King County, among local public agencies, of investments made in affordable housing?
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