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FOREWORD
by Paul Carroll and Martin J. Bennett

Sonoma County now confronts its severest housing crisis since World War II. Created

by local job growth and housing development patterns as well as economic forces

operating in the greater Bay Area, this crisis has wrought havoc with the lives of

working families in the County.  The report Affordable Housing For Everyone brings a

large body of housing and labor market data into tight focus, highlighting the

immense economic burden posed on low- and middle-income households by the

housing crisis. Based on these empirical findings, the report ultimately argues for the

implementation of a diverse array of policies and programs to increase housing

affordability for the county’s working families.

The report, with its call for decisive region-wide action, is particularly salient given

the fact that overall public policy response to Sonoma County’s housing has been

moving forward at a barely measurable pace. City and County governments have

been unable to adequately define or address their affordable housing needs. In fact,

most jurisdictions have demonstrated a lack of political will to take decisive action to

address this crisis. This often stems from the influence of special interest groups that

have a profit motive for preventing affordable housing solutions.

Most jurisdictions have only reacted to the crisis when housing advocates have sued

or threatened to sue over housing elements that are inadequate under state law.

However, housing elements that meet minimum state standards form only the

beginnings of a solution to our county’s housing needs. We also need a community

consensus to marshal necessary resources and to develop a collaborative regional

planning process. As the report indicates, without such political will the construction

of affordable housing will fall well below state mandates. Overall supply of such

housing will continue to dwindle over the long term, increasing the toll on low- and

moderate-income families and households.  In other words, the solutions to our

housing crisis must come from educating all stakeholders about the long-term

consequences of not addressing the crisis; from implementing innovative ways of

allocating housing; from leveraging federal and state housing dollars; and from

creating new revenue sources. This report considers each of these requirements and

outlines innovative options available to the decision makers in Sonoma County.



Failure to take adequate steps will lead to grave consequences for Sonoma County.

Like a clock ticking down, each year of inaction brings the county closer to an

irreversible housing and economic disaster. Every community must have a skilled,

healthy, and adequately housed workforce to have a sustainable economy. A sufficient

supply of housing affordable to all income groups, enough qualified employees in

different trades with adequate skill levels to meet employers’ needs, local educational

opportunities and access to quality health care for all residents are each necessary

for sustainable economic growth. If a community lacks any of these elements, then

the workforce looks to other locations to satisfy their career and housing needs.

Employers follow the same logic. For instance, if they cannot find adequate housing

for their workforce, employers will consider alternative locations where affordable

housing is more available.

Moreover, as the report notes, sustainable growth is not possible without shared

prosperity. Failure to address the affordable housing crisis will erode business

productivity and competitiveness as commutes become longer and the recruitment of

skilled labor more difficult. Failure will also have profound impact on the social and

economic well-being of working families, including declining homeownership,

increased homelessness, and the intensification of problems like declining educational

achievement and ill-health associated with overcrowding.

Affordable Housing for Everyone maps a road away from this impending disaster.

Sonoma County does have options to provide decent, affordable housing for its

working families.  It is up to us as a regional community to build the necessary

consensus and commit to the right course—to take those options and make them

work.

We would like to thank the author Nari Rhee, who is a doctoral candidate in Geog-

raphy at UC Berkeley and who holds an M.A. in Urban Planning from UCLA, for

her diligence and insight in preparing this policy report.

We would also like to thank Dr. Carol Zabin, Chair of the Center for Labor Research

and Education (CLRE) at the University of California at Berkeley for facilitating the

collaborative relationship between the university, labor, environmentalists, and

affordable housing advocates in Sonoma County. We would also like to acknowledge

that Ms. Rhee researched and wrote this report as a CLRE graduate student intern

during the summer of 2002. This program was funded by a grant from the UC

Berkeley Institute for Labor and Employment.
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Affordable Housing for Everyone: Solutions to Sonoma County’s Housing Crisis

reviews the implications of skyrocketing housing costs for low and moderate-income

residents and suggests model policies and political strategies for expanding the

supply of affordable housing and, ultimately, moving the county toward a more

sustainable development path.  The report argues that an aggressive local response is

necessary to avert the threats posed by the housing crisis to the environmental, social

and economic health of the region—namely sprawl, heightened inequality in real

incomes and overcrowding—which in turn can create a drag on economic

development.  It analyzes changes in the county’s housing market through the lens

of the “housing wage” (the hourly or annual wage that it takes to afford a given

home price or rent), and considers these changes in light of income distribution and

labor market structure in Sonoma County.  Based on housing needs that are indicated

by these patterns, the report recommends five key local policies and programs that

can expand the supply of housing affordable to low- and moderate-income families,

emphasizing that they must be undertaken as part of a broader strategy of

promoting more equitable, high-road economic development in order to effectively

alleviate the housing crisis.  Finally, this report emphasizes the importance of political

mobilization and alliance formation among key constituencies—specifically, labor

unions, environmentalists and leading producers—to make adequate housing reform

and sustainable development possible.

The following are major findings of this report:

Defining the Crisis
• The county’s collective track record in the production of housing affordable to

very low-, low- and moderate-income groups can only be described as dismal.

Between 1988 and 1998, Sonoma County jurisdictions collectively produced less

than one-fifth of the county-wide goal for very low-income housing; just over

half of the goal for low-income housing; and just over four-fifths of the goal for

moderate-income housing. This amounts to a shortfall of over 6,700 lower-

income units and over 900 moderate-income units.  (Those figures reflect the

affordability of units at the time of construction; hence the current shortfall is

much greater.) By contrast, Sonoma County jurisdictions produced over twice the

adopted goal for above-moderate-income housing.

EXECUTIVE SUMMARY
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• At least 30,000 people in Sonoma County live in overcrowded conditions.

• Of the county’s homeowner households, 31.5%, or almost 54,000, spend more

than 30% of their income on housing.  Renters, whose incomes are generally

lower than those of homeowners, are disproportionately affected by the housing

crisis—40.5% or almost 25,000 households overspend on housing.

• Home sale prices have outrun the incomes of the majority of the county’s

residents, including moderate-income households.  The current housing wage for

a median price home is over $100,000/year, well out of the reach of the middle

class; only the top 17% of Sonoma County households (in terms of annual

income) can afford to buy a median priced home.

• Despite the current recession, rents are still too expensive for low income

households, which make less than the housing wage of $41,640 required to rent

a typical two-bedroom apartment.  In hourly terms, this means $21.32 per hour

(assuming one full-time wage earner for a family of three) or an average of

$10.66/hour with two full-time earners.

• The flip-side of the housing affordability crisis is the large concentration of low

wage jobs in the current labor market and in recent employment growth. Low-

wage jobs in the service and retail industries accounted for 44% of all new jobs in

the county between 1995 and 2002, while high wage jobs in the high tech sector

created only 9.3% of the county’s new jobs.

• Occupations accounting for 75,280 or 46% of the jobs counted in Sonoma

County by the Bureau of Labor Statistics in the year 2000 paid an average annual

wage of less than $26,500 per year, which would qualify a one-earner household

as “very low income”.

• Construction multifamily and rental housing has lagged far behind the need

indicated by these realities.

Policy and Program Recommendations

1. A housing trust funded by a permanent local revenue source.  The

recently established Housing Trust of Sonoma County currently relies on private

and public donations for funding.  While private sector contributions are

laudable and should be encouraged, the vast majority of housing trusts in the

v



vi

U.S. rely on a permanent, dedicated local revenue source that provides an

ongoing source of support dedicated exclusively to housing.  Even the celebrated

Housing Trust of Santa Clara County turned to private funding only after the

sponsors determined that a new tax or fee was not politically feasible at the time.

2. County-wide jobs-housing linkage fee.  Currently being considered by

the cities and the county of Sonoma, this is currently the most viable local

revenue source with which to generate new funds for affordable housing. These

fees may be used to fund a housing trust and/or existing housing programs. This

is a fee levied on new commercial, industrial, and retail development.  At $2.08-

$3.59 per square foot, the fee will cover a modest 10% of the total subsidy

required to build affordable housing for the jobs created by new development.

3. An increase in redevelopment agencies’ affordable housing set-
aside funding to 30% of the gross tax increment.  State laws require

redevelopment agencies (RDAs) to set aside a minimum of 20% of their tax

increment revenues for low- and moderate-income housing.  RDAs can set aside

more, and should do so given 1) the diversion of tax dollars from the state, the

county, the schools, and the city general fund constituted by the tax increment

financing system, 2) the magnitude and urgency of the housing crisis, and 3)

redevelopment agencies’ role in contributing to the housing crisis by subsidizing

low-wage sectors like retail and hospitality. Raising the housing set-aside to 30%

of the tax increment will generate an extra $2.1 million in the first year and, with

a modest rate of growth in property tax assessments in redevelopment project

areas, $11.7 million over five years.

4. Limited equity co-ops (LECs) to provide permanently affordable
housing that broadens access to the benefits of homeownership.
An LEC is a nonprofit cooperative, chartered by the state, that owns a

multifamily dwelling unit (i.e., apartment complex).  LEC members can take

advantage of mortgage interest and property tax deductions from their federal

income taxes.  LEC membership is limited to people who meet maximum income

criteria established by the co-op.  The tax savings, combined with rents that

decline over time in real terms, mean significantly lower housing costs for

members and an opportunity to save for more traditional forms of ownership.

The proliferation of LECs in Sonoma County requires initial sponsorship by local

agencies, and, in most cases, some kind of land donation or public subsidy.
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5. Local housing element reform to facilitate the development of
housing that is affordable to low- and moderate-income
households.  Highlighted reforms include the selection of adequate sites,

overlay zoning that offers incentives for higher density affordable housing

development, and stronger inclusionary zoning ordinances.  The last would

require higher in-lieu fees from developers who opt out of building affordable

units on-site, and allow such opt-outs only for small residential projects.

Broadening Interests and Forging Alliances to Make It Possible

• In order to enact a successful affordable housing strategy in particular and move

toward sustainable development in general, three key constituencies must

increase or change their role in the housing policy arena:

• Environmentalists must support affordable housing friendly land use policies and

worker friendly initiatives with the recognition that they are essential to the

long-term preservation of the greenline.

• Leaders of key industries in Sonoma County must step up to the plate and

advocate for rational development policies that support their long-term economic

interests, including affordable housing for their workers and the protection of the

natural assets that are important to both agriculture and tourism.

• Labor unions can provide a major missing link in housing reform in Sonoma

County:  grassroots constituency mobilization.  They must also realize how

sprawl, fiscalization of land use, and expensive low-density housing development

works against their own and their members’ interests.





I .  INTRODUCTION

Lower- and moderate-income residents in Sonoma County face a rapidly worsening

housing crisis, induced by housing cost escalation that has dramatically outstripped

local income growth. While the lack of affordable housing is a national epidemic, the

county’s predicament is among the worst in the Bay Area, the state, and the nation.

As of the 2000 census, nearly 31% of Sonoma County households paid more than

35% of their income on housing, a higher proportion than any other Bay Area

county except Marin.1 Only 15% of homes sold in the first quarter of 2002 were

affordable to the county’s median family income,2 making Sonoma County the fifth

least affordable housing market in the U.S.—better than San Francisco, but worse

than Santa Clara County, which has a housing opportunity index of 20%.3 By

another measure, only the richest 17% of Sonoma County households could afford to

buy a median-price home as of May 2002.4 Meanwhile, no lower-income household

in Sonoma County can afford the $1000-plus rent for a typical two-bedroom apart-

ment.5 The dislocation caused by the housing crisis is all the worse because the

dramatic growth in housing costs has happened virtually overnight, since the mid-

1990s. Finally, because of the continuing structural shortage of housing supply in

relation to demand, rents have declined only slightly and home sales prices have

continued to rise since the current recession began in 2000.

This paper outlines the dimensions of Sonoma County’s housing crisis and explores

policies and programs that can expand the supply of housing affordable to lower-i

and moderate-income families. This occurs in four parts. First, the remainder of the

introduction reveals the dismal record in housing production for low- and moderate-

income households in Sonoma County, and then discusses the negative environmen-

tal, social and economic consequences of staying on the current trajectory. Section II,

“Defining the Crisis,” presents an array of quantitative data on the shortage of

housing for lower- and moderate-income households, the declining affordability of

ownership and rental units, and the disparity between housing costs and wages in the

current labor market. While there are many sources of data on the skyrocketing costs

i  In this report, “lower-income” is used to encompass low-, very low- and extremely low-income
levels.  See sidebar, next page, for clarification of income categories.

“While the lack of affordable

housing is a national

epidemic, the county’s

predicament is among the

worst in the Bay Area, the

state, and the nation.”
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AFFORDABLE HOUSING FOR EVERYONE

of ownership and rental housing units in Sonoma County, this report analyzes these

costs specifically in terms of the housing wage (i.e., wages that are necessary to afford

a given rent or mortgage). This paves the way for an analysis of the flip-side of the

housing affordability crisis: the county’s labor market structure, which is character-

ized by a marked prevalence of low wage jobs. The conclusion of

Section II summarizes local policy needs that are indicated by these

trends. 2

“Policy and Program Recommendations” are presented in Section

III, and consist primarily of five initiatives that can address these

needs: 1) a housing trust funded by a permanent local revenue

source, 2) a county-wide jobs-housing linkage fee, 3) an increase in

redevelopment agencies’ funding for affordable housing to 30% of

the gross tax increment, 4) limited equity co-ops to provide

permanently affordable housing that broadens access to the

benefits of homeownership and 5) local housing element reform to

facilitate the development of housing that is affordable to lower

and moderate-income households. Other strategies, such as renters’

protections and high-road development strategies, are briefly

addressed in the closing of that section. The concluding section,

“Broadening Interests and Forging Alliances to Make It Possible”

(Section IV), outlines the alliances, levels of mobilization and

broadened sense of self-interest among labor unions, environmen-

talists, and segments of the business sector that can make these

reforms politically viable. Readers should note that this report is

written for a broad audience, ranging from concerned members of

the public to advocates, policymakers and local government staff

who are well-versed in housing issues. Sidebars have been used to

present some of the more basic pieces of information, and an effort

ii  The author acknowledges some major omissions in the study, which were
regrettably necessitated by resource and time constraints.  One is farmworker housing, a critical
issue to both the workers and the growers in Sonoma County.  Another is the disproportionate
impact of the housing crisis on minority groups, specifically the Latino community, and special needs
populations such as seniors and the disabled, and the homeless. Finally, renters’ protections, which
are a critical component of any housing affordability strategy, receive only brief mention in the
policy recommendations.  This is due to the author’s and various advisors’ assessment that there
currently is not enough mobilization among tenants to make such reforms politically viable in the
near future.
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has been made to write the remainder of the body of the report in as accessible a

manner as possible. Technical footnotes to various data presented in this paper can be

found in Appendix B.

While this paper affirms current initiatives already in progress, such as the county-

wide jobs-housing linkage fee currently under debate and housing element reform

efforts by the Housing Advocacy Group, it also presents other policies and programs

to improve housing affordability in the region. The latter are offered as the potential

next step, beyond the linkage fee, in terms of advocacy for housing solutions. More

broadly, the report’s overall findings are meant to support efforts by labor and

environmentalists concerned with social equity to strategize beyond the linkage fee—

particularly those of SEIU Local 707, the largest union in the North Coast, which has

been particularly active in social justice advocacy and the search for solutions to

poverty and the housing crisis in Sonoma County.

Solutions to the housing crisis address the broader problem of growing socioeconomic

polarization in Sonoma County, which in turn threatens the long-

term economic and social health of everyone in the region. In a

recent study of 74 metropolitan regions in the U.S., a team of

researchers led by Manuel Pastor found evidence that shared

prosperity is essential to sustainable regional growth.6 That is,

regions with more equitable income distribution fared better eco-

nomically than those with marked income disparity. Thus aggressive

affordable housing policies can enhance regional prosperity by

bringing about a more equitable distribution of real incomes.

Conversely, the failure to create affordable housing at an adequate

scale may create a drag on long-term prosperity.

Ultimately, this paper argues that the magnitude of the housing

crisis for the county’s lower- and middle-income residents calls for

aggressive local policy measures. This is not only because of the

particular severity of the housing crisis in Sonoma County, but

also because of the importance of local policies and initiatives in

structuring the housing market. The latter point is important to

highlight because of the commonplace practice of “passing the buck”

when it comes to tackling the complex and difficult issue of housing.

Businesses do not want to pay to provide affordable housing,

Introduction

“Ultimately, this paper

argues that the magnitude of

the housing crisis for the

county’s lower- and middle-

income residents calls

for aggressive local policy

measures.”

3



AFFORDABLE HOUSING FOR EVERYONE

identifying it as government’s role, and local governments see affordable housing as a

state and federal responsibility at the very same time that many of them vigorously

resist state initiatives to enforce fair share housing goals. But local policies and

revenues can, do and must play a pivotal role in enhancing housing affordability.

Larger-scale factors such as rapid employment growth and fiscal disincentives against

affordable housing development created by the California’s tax

structure must be acknowledged as major factors  contributing to

escalating housing costs. However, local land use policies and

exclusionary NIMBY (not in my back yard) politics, in tandem with

the political dominance of developers in many jurisdictions in

Sonoma County, have added significant constraints on the develop-

ment of housing for lower- and moderate-income individuals and

families.7 Such housing includes not only below-market rental

complexes, but also higher-density single family developments and

market rate multifamily rental units, both of which are appropriate

for young families, smaller families, non-family households, and

unmarried individuals. Local land use and regulatory policies need

to be reformed to simultaneously create incentives for affordable

housing development and ensure the preservation of open space.

Just as the problem is partly rooted in local policies, so is there a

major role that local policies and initiatives can play in alleviating

the crisis. State and federal funding generally make up the lion’s

share of subsidies required to make housing units affordable to

lower-income people. Local housing officials, nonprofit developers

and housing advocates currently await extra resources from higher

levels of government—e.g., higher tax credit allocations and bonds.

However, local initiative in terms of revenue generation and pro-

gram design and implementation is critical to leveraging funding

from higher levels of government, maximizing efficient use of those dollars, and

meeting needs that those resources do not cover.

The dismal overall record on the production of housing that affordable to lower- and

moderate-income individuals and families demonstrates the need for more aggressive

local policies. The previous Regional Housing Needs Determination (RHND) by the

Past Performance in Affordable Housing Production & Projected Need
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Association of Bay Area Governments (ABAG) covered the period

1988-1995. The subsequent RHND period did not start until

1999; Table 1.2 generously calculates the percentage of RHND

allocations produced in Sonoma County by including housing

produced in 1988 – 1998 (See Appendix B for detailed data and

methodology). From 1988 to 1998, Sonoma County jurisdictions

collectively produced less than one-fifth of the county-wide 1988-

1995 RHND goal for very low-income housing; just over one-half of

the goal for low-income housing; and just over four-fifths of the goal

for moderate-income housing. This amounts to a shortfall of over

6,700 lower-income units and over 900 moderate-income units.

By contrast, the area produced over twice the recommended goal

for above moderate-income housing.

Furthermore, the proportion of actual need for affordable housing among lower- and

moderate-income households that was met by housing development in Sonoma

County is in all probability much worse than the above figures indicate. To begin,

market-rate units that were affordable in the late 1980s and early 1990s quickly

became unaffordable by the mid-late 1990s, because many of the owner units have

turned over for re-sale and because of lack of protection against rent hikes. The result

is that most of the units counted in the low-income and moderate-income categories

are now unaffordable to these groups. In addition, as of the 1990 Census, nearly

22,000 lower-income households were paying more than 30% of their gross income

on housing 1990 Census.8 While this number does not correspond directly to the

number of affordable units that was needed at that time, it does indicate that ABAG

RHND allocations—highly politicized under the best of circumstances—significantly

under-estimate the number of ELI, VLI and LI units required to adequately house

everyone in Sonoma County.

While the Census 2000 microdata necessary to calculate the current number of

lower-income households overpaying for housing, it has likely increased since 1990

because of subsequent changes in the county’s housing market. Even so, ABAG

projects that Sonoma County will need to create 22,313 housing units over the

1999-2005 planning period, including 7,440 lower-income units (substantially lower

than for the 1988-1995 round) and 5,879 moderate-income units (somewhat higher

than in the last round) (Table 1.3).

Introduction
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Provisionally accepting ABAG allocations for lower-income units,

it will take significant new sources of revenue as well as financial

and regulatory incentives to close the gap. In their jobs-housing

linkage fee study, Economic Planning Systems (EPS) estimated the

magnitude of subsidy necessary to meet new housing demand

resulting from job growth in Sonoma County—given likely wages

and market housing prices—to be over $390 million over five

years.9 This does not include the amount necessary to address the

existing housing shortage; nor does it include those outside the

workforce who are in dire need of affordable housing, such as low-

income retirees, disabled persons and the homeless. According to

EPS, the county is already running behind on affordable housing

production; if performance continues at the pace set in 1999 and 2000, the county

will fall almost 70% short of the target for very low, low, and moderate-income units

by 2006.10

The Non-Profit Housing Association of Northern California (NPH) has estimated

the financing gap for producing a new home affordable to a lower income household

in Sonoma County to be $100,000-125,000.11 Even taking the former conservative

figure, this means that it will take a total of $744 million to produce the 7,440 low-

and very low-income units allocated by ABAG. Some large portion of this amount

will be provided by state and federal funding, and some will come from existing local

resources (e.g., redevelopment agency housing funds). However, state and federal

funding typically requires significant local contributions. Furthermore, subsidies for

moderate-income housing generally have to be funded locally.

The immediate consequences of not taking action are clear. Over the long term,

housing prices and rents will continue to climb rapidly, as more people move in for

the jobs that are created here and compete with current residents over an inadequate

housing supply—and as more people move in from the rest of the Bay Area,

especially Silicon Valley, to take advantage of comparatively lower housing prices.

This will generate broad social, economic, and environmental consequences:

• Homeownership among families headed by people in their twenties and

thirties in California has dropped dramatically in the last two decades12; the

Consequences of Indecision
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situation is probably more severe in Sonoma County, where the housing

affordability index is two-thirds that of the state average.13 Since home

equity is the single largest form of wealth for American families, the

deferral of home ownership compromises their ability to build up savings

for education, health care, retirement, and other major investments.14 In

addition, the long commutes borne by young families who move to distant

locations for affordable housing exacts a toll on family life.

• The lack of local affordable housing will force an ever-growing number of

workers to move further away from their jobs in search of lower-cost

housing, exacerbating commute traffic on already congested roadways.

This is already in evidence in the latest census data. The number of workers

commuting a half-hour or more to their jobs in Sonoma County has

increased by 31%, nearly twice the rate for workers commuting less than a

half-hour; now 37% of Sonoma County workers spend a half-hour or more

commuting to work.15 This has caused the rapid escalation of traffic delays:

average daily traffic delay in the county increased from 600 vehicle hours in

1992 to 2,800 vehicle hours in 1998 (the latest year for which data was

available).16 Annual average daily traffic on routes 101, 116 and 121 grew by

one-fifth or more between 1995 and 2001.17

• Public service workers such as teachers, firefighters, police officers and nurses

will be among those forced to move away from their jobs, weakening their

ties with the communities they serve. Housing cost will pose a major barrier

to recruitment of qualified personnel for these critical positions. For instance,

the average annual salary for a teacher in Sonoma County is $32,00018; as a

single parent, she would not be able to afford a typical two-bedroom apart-

ment, and two parents earning that same income could not afford to own a

decent home anywhere in the County.

• The number of lower income families forced to live in over-crowded, over-

priced rental housing will continue to grow. There are already 12,000

households that are officially over-crowded in Sonoma County,19 translating

into well over 30,000 people living in cramped quarters.20 Many of the

families that are currently hanging on at the bottom margin of the rental

market will be pushed into homelessness. Housing instability and over-

Introduction
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crowding, coupled with housing

stock deterioration which also results

from declining housing ability, is

associated with numerous social and

health consequences: lead poisoning,

spread of infectious diseases, declin-

ing educational achievement.21

• Businesses will become less

competitive as they face difficulty in

recruiting talent because of high

housing costs, or as they increase

salaries to compensate. Lengthening

commutes also represent a drain on

worker productivity, while general

increase in traffic congestion can

impose real cost increases on some businesses. But the threat posed by the

lack of local affordable housing is broader. According to projections by

Economic Planning Systems, Inc. (EPS), low wage occupations will account

for a very large proportion of future job growth in Sonoma County.22 Given

the lack of lower-cost housing pools in neighboring counties—within reason-

able commuting range—the county’s economic growth will be effectively

hamstrung if there is insufficient housing for low-wage households. In

addition, productivity and regional competitiveness will be undermined by

the social and public health consequences of declining housing affordability

outlined above.

• The current trajectory of over-building large, expensive homes affordable

only to a minority of households represents inefficient use of a scarce

resource, the finite amount of developable land within existing Urban

Growth Boundaries (UGBs). In the long term, this serves to accelerate the

growth of market and political pressure to weaken or move UGBs. Con-

versely, affordable housing policies can help preserve the livability of

communities, not least because they are compatible with “smart growth”.23

While the magnitude of the crisis may seem daunting, the expansion of affordable

housing ultimately depends on the political will of communities to implement the

8



right policies and to mobilize adequate resources. Each housing-related decision made

by a local jurisdiction affects everyone in the county, and every moment of decision or

indecision has the potential to take us closer to preserving Sonoma County as a

livable, viable community, or to propel the housing crisis along its current trajectory.

1 Demographic Profile, Table 4.
2 Based on an estimated median family income of $63,400 from the U.S. Department of Housing

and Urban Development.
3 http://www.nahb.com/facts/hoi/2002_Q1/Complete_Alphabetical.xls.
4 Source: California Association of Realtors.
5 Data detailed in Section II.
6 Manuel Pastor, Jr., Peter Dreier, J. Eugene Grigsby III, and Marta Lopez-Garza. Regions That Work:

How Cities and Suburbs Can Growth Together (Minnesota: University of Minnesota Press, 2000)
7 Based on NPH Housing Element Report Card and interviews with housing agency staff, nonprofit

developers and housing advocates.
8 Author’s own work on weighted household data sample extracted from the Census’ Public Use

Microdata Sample (PUMS); see Appendix B for summary data.
9 Title, 2002, p.17.
10 Economic & Planning Systems, Inc., Sonoma County Workforce Housing Linkage Fee Study, December

12, 2001.
11 Housing Element Report Card, p. 17.
12 Locked Out: California’s Affordable Housing Crisis, California Budget Project, May 2000,   p. 9, 10,

20-23
13 According to the California Association of Realtors (CAR), the housing affordability index in

California was 27% in May 2002, compared to 18% in Sonoma County. CAR, “California’s
housing affordability index drops Seven percentage points in May, C.A.R. reports,” 7/11/02.

14 Arthur B. Kenickenell, et al, “Recent Changes in US Family Finances: Results from the 1998
Survey of Consumer Finances.” Federal Reserve Bulletin (January 2000).

15 Census 2000 Supplementary Survey Table P058 and 1990 Census Summary Tape File 3 (STF-3),
Table P060.

16 California Department of Transportation. 1998 Highway Congestion Monitoring Program
(HICOMP), http://svhqsgi4.dot.ca.gov/hq/esc/D4HWOPS/98HICOMP/
98_hicomp_delaybycounty.html.

17 California Department of Transportation, Traffic and Vehicle Data Systems Unit. See Appendix B
for more information.

18 Based on median pay after three years’ experience, from the Occupational Outlook and Training
Directory, Sonoma County 1998-1999, Sonoma County Human Services           Department.

19 2000 Census. The official definition of overcrowding is having more than one occupant per room,
where the definition for “room” includes bedrooms, living room and kitchen and exclude bath-
rooms, utility closets, etc. For instance, a two-bedroom apartment with a living room and kitchen
has four rooms; more than four occupants in such a unit constitutes overcrowding.

20 This is an estimate based on the county-wide average of 2.6 persons per household.

“...the county’s economic growth

will be effectively hamstrung if

there is insufficient housing for

low-wage households.”
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21 Locked Out: California’s Affordable Housing Crisis, California Budget Project, May 2000, p.12, 33.
22 Draft Report, Sonoma County Workforce Housing Linkage Fee Study, December 12, 2001, p. 2, 25.
23 “Smart Growth” is a term that describes the efforts of communities to manage and guide growth in

a way that minimizes damage to the environment and builds livable towns and cities. Basic
principles of smart growth include transit-oriented development for walkable neighborhoods and
retail districts to minimize car use, mixed income neighborhoods and housing development, mixed
use development, compact urban development, fostering a distinct sense of place, and preservation
of open space. See http://www.greenbelt.org and http://www.smartgrowth.org/about/default.asp.

10



Lower- and moderate-income households in Sonoma County have been caught

between two forces that have made housing increasingly unaffordable since the mid-

1990s. On the demand side, rapid local economic growth and in-migration from the

rest of the Bay Area in search of lower housing costs and the county’s renowned

quality of life have increased the demand for housing. Furthermore, the growth of

the high-tech industry has pushed up wages at the top tier of the labor market,

intensifying upward pressure on housing prices, at the same time that growth of the

tourist sector has tilted the county’s employment structure towards low-wage service

jobs. On the supply side, most of the housing built since the late 1980s has been

for above-moderate income groups while construction of housing for lower- and

moderate-income residents have fallen woefully short of established goals.

Housing affordability is a relationship between local income and local housing cost.

Hence this section presents data showing the declining affordability of rental and

ownership housing for lower- and moderate-income house-

holds, highlighting the lag in wages and incomes. The

conclusion of this section summarizes the policy implications

of the findings.

Table 2.1 shows the distribution of Sonoma County house-

holds by tenure as of the 2000 Census. Of the homeowner

households, 31.5%, or almost 54,000, spend more than 30%

of their income on housing. Renters, who are generally poorer

than homeowners, are disproportionately affected by the

housing crisis, with 40.5% or almost 25,000 households

overspending on housing. While breakdown on housing

payment by income level is not yet available for the 2000

Census, Table 2.2 shows 1990 Census data that clearly

indicates that the housing cost burden is the heaviest for

lower-income groups and for renters.

II .  DEFINING THE CRISIS
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The “housing wage” is the hourly or annual wage that a house-

hold has to earn in order to afford a given rent or mortgage

payment. The following is an analysis of trends in rental and

ownership housing costs and the incomes and wages required to

afford those costs. The latter is markedly higher than actual wages

and incomes among Sonoma County households.

To set the stage, Table 2.3 gives a picture of what a typical

Sonoma County household in each income category can actually

afford to spend on housing. For example, a household at the

midpoint of the moderate-income range (which also happens to be

the county median annual income of $53,000) can afford to spend

$1,325 a month on rent. Put towards mortgage, insurance, and

property tax payments, this housing budget will afford a home

priced at about $159,000, provided that the family has enough

cash saved to cover a 10% down payment and various closing costs.1

Let us begin with the rental market. Between FY 1996 and FY 2002, Fair Market

Rents (FMR; 40th percentile rent estimates) established by HUD rose from $753 to

$1020 for a two-bedroom apartment—a 35% increase. It is important to note that

HUD’s FMR methodology is notorious for lagging behind rents in rapidly changing

markets; thus the proposed FMR for FY 2003 is $1126, reflecting a major adjust-

ment. HUD’s estimates of the median

(50th percentile) rents for 2002 for

different kinds of apartments, and the

hourly and annual wages necessary to

afford them, are listed in Table 2.4. The

$1,066 median rent for a two-bedroom

apartment requires an annual household

income exceeding $42,000. A single

parent with two children would have to earn $21 per hour to be able to afford this

unit. (An analysis of occupations that do not provide enough income for particular

types of housing is provided later in this section.)

Measuring Affordability: The Housing Wage

Escalating Rents and the Renter’s Housing Wage
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Figure 2.1 illustrates the increase in

FMRs and corresponding renter’s

housing wages from 1985 to the

present (see Appendix B for data

table).2 (Note: HUD changed the

FMR definition from 45th percentile to

40th percentile rents as of 1995.) In

1990, the FMR for a two-bedroom

apartment was $695, requiring an

annual household income of $27,800.

Even with the higher, 45th percentile

threshold, this rental amount was

affordable to 55% of Sonoma County

households, including a large portion

of low-income households (with an

annual income between $18,150 and $29,040).3 However, referring back to Table

2.3, only moderate- and above moderate-income households can currently afford the

two-bedroom apartment FMR.

Home prices have skyrocketed out of the reach of the middle class in Sonoma County

(see Figure 2.2). Between 1996 and 2000, the median home sales price rose 41%

during the same period (Table 2.5).

Notably, the growth rate of Sonoma

County’s housing prices have

outstripped the Bay Area average

since the downturn began two years

ago.4 The result is that—to repeat a

statistic cited in the introduction—

only 15.3% of homes sold during

the first quarter of 2002 in the

Santa Rosa PMSA (i.e., Sonoma

County) were affordable for the

median family income of $63,400.5

Considerably fewer were affordable

Skyrocketing Home Sales Prices & the Homeowner’s  Housing Wage

Defining the Crisis
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at the $53,000 median income for households, a more inclusive

category that encompasses families and non-family households.

Table 2.6, which breaks down the growth in annual income and

hourly wage required to keep up with housing costs since 1996,

speaks for itself. Currently, the median price home is affordable to

households with an annual income of $108,000—more than

200% of the county median. The hourly wage that one full time

worker needs in order to afford a median price home increased

from $28.54 to $52.03 since 1996. A mere handful of occupations

in Sonoma County (e.g., doctors, some lawyers, chief executive

officers) offer such high salaries.6 Alternatively, the average hourly

housing wage for a two-

worker household with both

working full time increased

from $14.27 to $26.01. Only

12% of jobs in the county

provide the latter level of  wage

income.7 This means  that in a

span of six years,    the oppor-

tunity for homeownership in

Sonoma County has become a

privilege monopolized by high-

level professionals, people with

substantial investment incomes, and those with equity from higher-cost housing

markets.

According to data from the Bureau of Economic Analysis, nominal wages per job

increased by 32% between 1996 and 2000; however, this needs to be qualified.

Region-wide and in Sonoma County, low unemployment rates did increase wages

across the board during the late 1990s economic boom; however, wage growth was

weighted disproportionately towards the top end of the labor market (high tech,

professional services, finance, etc.). The pattern of job growth and wage structure

established during the recent boom is that of an hourglass economy. Low-wage jobs

in the service and retail industries accounted for 44% of all new jobs in the county

Low Wage Jobs in Sonoma County
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between 1995 and 2002, while high-wage jobs in the high-tech sector created only

9.3 percent of the county’s new jobs.8 According to California Budget Project analysis

of the Current Population Survey, at the height of the boom in 1998, 57% of

Sonoma County workers earned less than the currently

proposed living wage of $12.50 an hour and 67 percent

earned less than $15.00 per hour.9

Bureau of Labor Statistics occupational data yield similar

results: occupations accounting for 75,280 or 46% of the

jobs counted in Sonoma County in the year 2000 paid an

average annual wage of less than $26,500 per year, the

upward limit of the VLI category.10 Table 2.7 depicts

annual wages and number employed for occupations

employing 500 people or more at the VLI level, totaling

66,360 jobs. If we were to assume that all of these

workers were in two-earner families, with one working

full-time and the other working half-time, 18% or

12,100 of these workers would still be VLI, while the

remainder would be in the lower range of the LI

category. Even with two full-time workers, 45%, or over

29,000 of the listed jobs would be low-income, and the

rest would occupy the bottom half of the moderate

income range.

Put another way, none of the jobs listed provide wages

that are high enough to afford the 2002 median one-

bedroom apartment rent of $823. With 1.5 wage earners

(assuming both workers earn the same hourly wage,

and one works only half-time in order to take care of

children), 60% or 39,000 of the jobs listed in the table

still do not provide enough income for a one-bedroom

apartment, and none can afford the median two-

bedroom rent of $1066. Even assuming two full-time

workers—unfeasible in families with young children

given the high cost of child care—45% or 29,000 of the

jobs listed in the table still cannot afford a two-bedroom

apartment, and none can afford a median-priced home. In

Defining the Crisis
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fact, two full-time workers earning $26,500 each adding up to a total household

income of $53,000 (the county median), with enough savings for a 10% down

payment and very little debt, would not be able to afford a home costing much more

than $150,000 without outside assistance. This falls well below the current cost of

even a small condominium.

Taken together, the above data clearly indicate a need for land use policies that

facilitate lower-cost housing—single family detached on smaller lots, single family

attached, and multifamily housing developments such as condos, townhouses and

apartments. They also indicate a need for significant subsidies to close the gap

between what residents can actually afford based on current income distribution

patterns, and market rents and home sales prices.

Rental units are particularly important, for they provide the only financially

feasible housing option for lower-income households and, increasingly, for moderate-

income households. The State of California Department of Housing and Community

Development has estimated that Sonoma County will need almost 78,900 rental

units by 2003.11 However, the 2000 Census found only 63,500 rental units,

indicating a shortfall of 15,400 units. From January 2000 to July 2002, building

permits for 1,626 units of multifamily housing (excluding duplexes, and including

some units  for sale rather than rent) were issued, representing 26% of the 6,214

total units authorized.12

Whether for sale or rent, multifamily residences have received short shrift in housing

development in Sonoma County. Despite the recent trend toward more multifamily

construction, single-family dwellings still dominate new housing production, with

69% of new units authorized since 2000 (see Appendix B).

Yet multifamily housing development is an essential

component of any affordable housing strategy, because

even at market rate they cost drastically less than single-

family housing (Table 2.8). Average reported construction

cost for single-family dwellings authorized during January-

July 2002 was over $200,000. Duplexes and three- and

four-family projects cost less than half that per unit, while

buildings for five or more families cost less than a quarter,

Implications for Housing Policy
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at $47,000. The difference in the final cost to the consumer is magnified by the

substantial difference in acreage—and hence land costs—per unit between single and

multifamily buildings.

Figure 2.3 shows the changes in per-unit construction cost for the different types of

dwelling units since 1999. The cost gap

between single-family dwellings and

multi-family dwellings has grown even

during this short time period. Left to their

own devices, developers opt for single

family dwellings because they offer the

best opportunity for high profits with

quick turnaround. Hence more aggressive

land-use and regulatory policies and

incentives for multi-family development

are required to enforce and incentivize

affordable housing goals. But in this

housing market, even the best land use

policies will not provide adequate market-

rate housing; substantial public resources

are required to close the gap between what

people can afford to pay in terms of rent or mortgage, and the cost of developing

new housing. With this in mind, the next section presents affirmative policies and

programs for affordable housing development in Sonoma County.

1 Calculated using Fannie Mae’s True Cost Calculator, http://www.homepath.com/cgi-bin/
WebObjects-4/HomePathWOF.woa/wa/Calculator.

2 FMRs notoriously lag behind actual market prices, because the primary method by which HUD
calculates them is indexing based on data from the decennial census.  I have chosen to use this data
nonetheless because of the lack of other easily accessible historical data on market rents.

3 Based on household income statistics from the 1990 Census.
4 This may be driven by the fact that the county’s housing prices grew more slowly than the rest of

the Bay Area’s market in the previous period, and outside buyers are cashing in on the difference.
5 http://www.nahb.com/facts/hoi/2002_Q1/Complete_Alphabetical.xls.
6 In fact, the Bureau of Labor Statistics occupation and wage data report only four occupations that

average $100,000 a year or more—CEOs, family and general practitioners, general internist and
surgeons.  Other occupations (such as lawyers) may offer such high salaries at the upper end of
their compensation range.

7 From Bureau of Labor Statistics data; 19,590 of 164,466 jobs listed were in occupations that
averaged more than $26 per hour.

Defining the Crisis

17



AFFORDABLE HOUSING FOR EVERYONE

8 Economy.com, “Tool-Kit for 2001: The Economic Outlook for Sonoma County,” November 9,
2000; cited in Samantha Teplitzky, “Sonoma County and the Living Wage :A Study of the Impact of a
Living Wage Ordinance on the Cities of Santa Rosa and Petaluma,” UC Berkeley Center for Labor
Research & Education and UC Institute for Labor and Employment, August 2002, p. 10.

9 California Budget Project Analysis of 1998 Employment Development Department and Bureau of
Labor data, July, 2000, cited in Samantha Teplitzky, “Sonoma County and the Living Wage :A Study
of the Impact of a Living Wage Ordinance on the Cities of Santa Rosa and Petaluma,” UC Berkeley
Center for Labor Research & Education and UC Institute for Labor and Employment, August
2002, p.12.

10 The discrepancy between the California Budget Project calculations and the author’s own estimates
from the BLS occupational data may be accounted for by the fact that the latter calculation draws
on average wages for each occupation rather than actual wages for each job.

11 The State of California’s Housing Markets 1990 – 1997, Table 22.  http://www.hcd.ca.gov/hpd/hrc/
plan/shp/.

12 Source:  U.S. Census Bureau.  See Appendix B for detailed data.
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Housing advocates and local officials know that even with the best land use policies,

some level of funding is necessary to close the gap between what residents can

afford—especially at the bottom end of the income distribution—and what housing

development actually costs in hot real estate markets. The reverse is also true:

publicly subsidized housing cannot realistically be expected to meet all, or even the

majority of, the need for lower- and moderate-income housing. This is the case no

matter how aggressively local revenue sources are culled, and no matter how effec-

tively those sources are leveraged to secure state and federal funding. Therefore,

three elements are critical: a) local funding to leverage state and federal funding, as

well as to address needs not covered by the latter, b) land use and regulatory policies

that lower the costs and risks associated with low income housing development, and

c) carrot-and-stick incentives to incorporate the development of lower-income rental

units and moderate-income ownership units into for-profit residential development

projects. In addition, jurisdictions and housing organizations can sponsor programs

that facilitate the mobility of families within the housing market.

Within this framework, the following policy and program recommendations address

the housing needs defined in the previous two sections. The first three address the

creation of new funding sources for affordable housing: 1) a housing trust funded by

a permanent, dedicated local revenue source, 2) a county-wide passage jobs-housing

linkage fee as one such funding source, and 3) increasing local redevelopment agen-

cies’ tax increment set-aside for low- and moderate-income housing from 20% to

30%. The next suggestion is to 4) sponsor Limited Equity Co-ops as a form of

permanently affordable housing that can serve as relief from the vagaries of the rental

market and as an alternative pathway to homeownership for low-income families.

Finally, 5) housing element reform is required to better encourage the development

of affordable housing, both by nonprofit developers of affordable housing projects,

and by for-profit developers of mainstream residential projects.

Other important steps to increase housing affordability, such as renters’ protections

(i.e., rent control and just cause evictions) and project-by-project business-labor-

government partnerships for high-road economic development and equitable “smart

growth”, will be briefly considered in the conclusion of this section.

III .  POLICY AND PROGRAM RECOMMENDATIONS

“...publicly subsidized housing

cannot realistically be expected

to meet all, or even the

majority of, the need for lower-

and moderate-income housing.”
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In September 2002, the Sonoma County Housing Coalition formed a Housing Trust

of Sonoma County (HTSC).1 With initial seed funding of $10,000, HTSC has just

begun fundraising through donations from the public and private sector. This section

explains the rationale for housing trusts and stresses the importance of securing a

permanent, dedicated revenue source to fund HTSC.

Housing trusts have become an increasingly popular response to the housing crisis,

with over 250 state and local housing trust funds currently operating in the U.S.2

The primary appeal of housing trusts is that they represent funds exclusively dedicated to

housing; other state and local housing funds must be fought over in annual budget

battles, in which they compete with other programs for resources.3 Hence most

housing trusts have a dedicated source of funding, such as development linkage fees

or (particularly among states) real estate transfer tax.4 The vast majority of housing

trusts are capitalized with public funding sources, though some draw on corporate

donations or foundation grants.

Unions have also taken initiative in establishing housing trusts.5 Since 1981, the

AFL-CIO Housing Investment Trust (HIT) has invested more than $4 billion in

union pension funds in housing development.6 Another example is Boston’s HERE

Local 26 (a hotel and restaurant workers’ union), which negotiated employer

contributions of seven cents per worker hour for a fund that would be used to meet

members’ housing needs, and successfully waged a legal battle to amend federal

labor laws to allow such contract provisions.

Housing trusts can bridge the financing gap for rental housing and first-time

homebuyers and leverage other funding sources for affordable housing developers.

Program guidelines can be tailored to fulfill local needs rather than meet complex

requirements established by state and federal governments. At the same time, the

existence of a local housing trust also makes affordable housing projects more

competitive for government funds by providing a source of matching funds.7

In recent years, several ambitious trust fund campaigns have been successfully waged

in California. This year in San Mateo County, a campaign by Peninsula Interfaith

Action, backed by the San Mateo County Central Labor Council and the Building

Trades Council, resulted in the county government agreeing to create a $40 million/

1. A Housing Trust with a Permanent, Dedicated Local Revenue Source

“Housing trusts can bridge the

financing gap for rental

housing and first-time

homebuyers and leverage other

funding sources for affordable

housing developers.”
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year housing trust. The City of Los Angeles recently created a Housing Trust with

$40 million in annual funding for the first two years, and then $100 million in

annual funding thereafter. This resulted from an aggressive, year-long campaign by

Housing LA, a broad-based coalition of housing advocates, labor unions, community-

based organizations, and clergy.8

Following a different model, the Housing Trust of Santa Clara County (HTSCC) is a

public-private entity, formed in 1997 by the Santa Clara County Board of Supervi-

sors, the Silicon Valley Manufacturing Group, the Community Foundation Silicon

Valley and the Santa Clara County Collaborative on Housing and Homelessness.

This  model was pursued as a fall-back strategy after a poll revealed that a new tax

to fund affordable housing would not muster the required two-thirds popular vote.

Thanks to aggressive fund-raising by SVMG, private employers contributed over

$10 million; private funding, including individual and foundation contributions,

comprises two-thirds of the $20.3 million in commitments raised during the initial

capitalization drive in 2000-2001. The County generated the largest single

contribution of $2.5 million, most of it from the general fund; most of the cities

contributed from their existing housing funds. Currently in its first year of operation,

HTSCC has committed $6.6 million, divided roughly evenly between programs

benefiting moderate, lower-income, and extremely low income/homeless residents.9

Two loan programs have helped 323 first time homebuyers buy more than $93

million in residential property, with an average household income of $72,000,

slightly below the county median. Loans to affordable apartment complexes have

funded 649 units with a total value of $160 million. Aid to build homeless shelters

has built 610 units of lodging for extremely low-income families and homeless

residents. While HTSCC has been impressive in terms of its initial funding drive and

speedy implementation, the $20.5 million is a mere “drop in the bucket” with respect

to the magnitude of the housing need in the county. The organization currently faces

the challenge of getting recession-worried corporate donors to meet their commit-

ments, and housing allies on the County Board of Supervisors hope to eventually find

a dedicated source of funding.10

A housing trust is not a cure-all for the housing crisis; however, it is an important

step in that it establishes a flexible county-wide funding pool and an institution that

can potentially undertake innovative programs to meet local housing needs.
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In order to be truly effective, a housing trust in Sonoma County should draw on a

new, permanent source of revenue rather than re-shuffle or compete for existing pools

of funding. Currently, the most viable new revenue source to fund a housing trust

and/or existing housing programs is the jobs-housing linkage fee

currently being considered by the jurisdictions of Sonoma County. A

Real Estate Transfer Tax (RETT) has been proposed as an alternate

funding source for affordable housing11 and, as noted above, many state

housing trusts also rely on RETTs for funding. However, if Santa Clara

County’s experience is any indication, a two-thirds voter majority for an

increase in the RETT is an unlikely prospect, and a campaign for such

an increase would pose a tremendous drain on available political capital.

The data work supporting the fee has been detailed in a report by

Economic Planning Systems, Inc.12 and will not be repeated here (see

sidebar for a brief description and fee schedule). However, the rationale

for the jobs-housing linkage fee (a.k.a. the workforce housing linkage

fee) deserves some attention. The fee is premised on the “nexus” be-

tween economic development (job creation) and growth in demand for

housing. Quite simply, new jobs mean new households that increase the

demand for housing. If the increase in demand is not met with an

adequate number of new, affordably priced housing units, all housing

consumers in the area suffer from rising housing costs. Since the cost of

developing new housing is so far out of line with the rents and mort-

gages that workers can afford, there is a tremendous need for public

subsidies that will close the gap, either by subsidizing developers to provide below-

market housing units, or by subsidizing tenants and homebuyers to meet market

prices.

Linkage fees have already been passed by several Bay Area cities. In San Francisco,

office development linkage fees have generated $34 million for affordable housing

since the late 1980s.13 Since the early 1990s, $28 million have been allocated to 16

projects totaling 1,245 affordable units. The current fee is $7.05 per square foot for

office development exceeding 25,000 square feet.14 The City of Menlo Park has also

had a non-residential development fee for the housing fund since the 1980s;

2. County-Wide Jobs-Housing Linkage Fee
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however, due to the scarcity and high cost of land, the jobs-housing linkage program

has now become part of the city’s inclusionary housing program. Office and ware-

house developers are now required to provide affordable units on-site or elsewhere

in the city, and a high in-lieu fee is accepted as a matter of last resort.15 In August

2002, the City of Oakland passed a housing linkage fee of $4 per square foot for

office and warehouse distribution projects exceeding 25,000 square feet; this fee will

take effect in 2005.

A major sticking point in public debate about the linkage fee is the question, why

should business pay the cost? Development linkage fees are levied at the point of real

estate development rather than on employers (except in cases where large employers

undertake the development of their own facilities). It is generally assumed that

developers will pass-through the cost of the fee when they sell or lease the space to

consumers. But, depending on the strength of demand in the real estate market,

developers may also be forced to absorb a part of the cost, which will cut into their

profits. Representatives of business interests routinely characterize the linkage fee as

“unfair”, charging that “the costs would be thrown on the backs of the business

community”16 and “perpetuate a one-sided approach of making developers and

businesses do all of the paying.”17 Another general concern voiced by businesses with

respect to fees that target new developments is that they place new businesses at a

competitive disadvantage with respect to existing businesses on existing sites.18

This debate is often presented as a question of fairness, but it is essentially a political

question. First, it is important to stress that the linkage fee for each development will

cover a very small fraction of the public cost of meeting the affordable housing

demand generated by that development—a mere 10% based on the proposed fee

schedule—and thus businesses are being asked to share a rather small share of the

burden. Second, employers and real estate interests alike tend to rebuff ideas like the

linkage fee by characterizing affordable housing as the responsibility of government,19

but the government in turn must raise revenues—from the general public, or sources

more directly linked to the problem. Further complicating the matter are the

constraints placed on local government’s ability to levy new taxes by Prop 13; this

has led to the increasing use of exactions on new real estate development as a way to

provide essential services. At the same time, many commercial landowners and

businesses have benefited from large tax savings20—and subsidies through public

redevelopment programs implemented in the pursuit of sales tax receipts—as a direct

result of these constraints.21
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Furthermore, affordable housing directly benefits employers; businesses can and

sometimes do construe their self-interest broadly to shoulder part of the cost of

increasing housing affordability. For example, a key source of economic success in

Silicon Valley is that its business groups take a broader view of their interest,

eschewing adversarial “business climate” agendas focused on lowering their tax

burden in favor of public-private initiatives that promote the long-term livability and

productivity of their region.22 Importantly, organizations representing high tech

firms, such as Joint Venture Silicon Valley and the Silicon Valley Manufacturing

Group, advocate affordable housing and smart growth as part of a rational urban

system that is critical to sustainable development. Even developers can see the benefit

of being a team player in regional initiatives; the Sobrato family, one of the county’s

oldest and largest real estate concerns, is a major contributor to HTSCC.

Another concern is that the jobs-housing linkage fee, instituted county-wide, will

reduce development. Whether this will actually occur hinges on the level of the fee

and the strength of local demand. Walt Kieser of EPS insists that the currently

proposed fees are simply too small to wield an impact on total activity; and in the

case of San Francisco, Joe LaTorre of the Mayor’s Office of Housing characterizes the

fee’s impact on office development as nonexistent or negligible.23 Businesses naturally

react adversely to any kind of fee or exaction as a matter of course, but the fact is that

at reasonable levels, such fees become a routine cost of doing business once they are

implemented.

Low- and moderate-income (low-mod) housing funds set aside by redevelopment

agencies (RDAs), totaling over $400 million in FY2001,24 represent one of the largest

state and local sources for affordable housing construction in California.25 Indeed, the

construction and rehabilitation of housing is one of the major reasons for which

redevelopment authority was legislated by the state.

An idea widely promoted by Bay Area housing advocates, community-based

organizations, and labor unions is that local RDAs should increase the proportion of

tax increment that they set aside for low-mod housing from the 20% legal minimum

to 30%. Implementation of this increase by all the redevelopment agencies in

Sonoma County would generate a substantial, continually growing source of new

housing funds to address the housing crisis.

3. 30% Redevelopment Tax Increment Set-Aside for Low-Mod Housing
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The county and the nine cities of Sonoma County each have a

redevelopment agency, some of which administer multiple project

areas. Currently, most of the redevelopment agencies in Sonoma

County allocate only the legal minimum from their gross tax

increment and low- and moderate-income (low-mod) housing. In fact,

they seem to regard the 20% requirement as the maximum rather

than the minimum. Major exceptions are the City of Sonoma, which

has recently spent an average of 25%,26 and Cotati and Rohnert Park,

which have routinely spent over 25% as a matter of practice.

Elsewhere in the Bay Area, San Francisco, Oakland and San Jose spent

25%. A coalition of housing advocates and labor organizations in

Silicon Valley is currently lobbying the City of San Jose to increase the

tax increment set-aside for affordable housing to 30%, in order to

finance inclusionary housing in the city’s urban development reserve in

Coyote Valley. The City of Menlo Park spends about half of its redevel-

opment tax increment receipts on affordable housing; in past years, it

has spent upwards of 80%.27

These cases illustrate that there is no upward limit on the proportion of

the tax increment that can be spent on housing, except that set by prior debt

obligations and the priorities set by each redevelopment agency’s governing board,

usually the city council or board of supervisors. To be sure, affordable

housing has to be balanced with other legitimate goals of redevelop-

ment; and to the extent that RDA activities drive the growth in

project area property tax values, setting aside an immoderate propor-

tion of funds for housing can compromise future tax growth. But a

30% set-aside is easily justifiable based on the magnitude of the

housing crisis, and the increasing proportion of residents who are

affected. Furthermore, RDA activities tend to contribute to the hous-

ing crisis by subsidizing retail and hospitality businesses that create low

wage jobs.28 Hence RDAs should support living wage jobs in their economic develop-

ment programs and shoulder more responsibility for funding affordable housing.

Table 3.1 (on the next page) summarizes the findings on how much new funding for

housing would be raised with a set-aside increase to 30% and 25%. The data is based

on gross tax increment receipts for each redevelopment agency during fiscal year
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2002, as reported by the

County Auditor’s office, and

latest available data for each

agency’s current set-aside rate.

(See Appendix B for complete

description of the methodology

used for this section.)

If each of the cities and the County of Sonoma were to increase the RDA tax incre-

ment allocation for housing to increase to 30%, they would generate an additional

amount of $2.1 million the first year.29 A more limited increase to 25% would

generate a $900,000 surplus. Further, given the strength of property value growth in

Sonoma County, the benefits of the housing allocation increase will compound over

time. Total tax increment receipts across Sonoma County areas grew at an average

annual rate of about 9% between 1998 and 2002. Even with a conservative average

growth projection of 5% a year, cumulative surplus funding over a five-year period

would total $11.7 million with a 30% tax increment allocation to affordable housing,

or $5.2 million with 25%. Over ten years, the surplus would accumulate to $26.5

million or $11.9 million, respectively.

The extra $26.5 million redevelopment tax increment available for housing over ten

years can provide over 1,000 additional units of affordable housing, assuming an

average of $25,000 local public investment per unit. While some portion of each

agency’s surplus could be allocated to a Housing Trust, as has been the case in Santa

Clara County, it is unlikely that they would be willing to surrender all of the surplus

into a general pool, given that the opportunity cost for using these funds for housing

instead of other capital improvements will be borne locally.

As the data presented in the section “Defining the Crisis” amply demonstrate, home

ownership has slipped beyond the grasp of moderate-income households and has

become unthinkable for low-income households. While the expansion of rental

housing units is a necessary remedy for these households, Limited Equity Co-ops

(LECs) can serve as a middle-ground option between renting and traditional

homeownership that will 1) provide housing that will permanently remain affordable

to community members, 2) broaden access to some of the benefits of

4. Limited Equity Co-ops: Permanently Affordable Housing & Housing Ladder
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homeownership—e.g., mortgage tax deductions and freedom from escalating

rents—and 3) enable households to accumulate savings and a limited amount of

equity towards a down payment for traditional home ownership.

LECs are nonprofit corporations under California state law; under federal tax law,

they are allowed to pass through to their member households all the federal tax

advantages of homeownership (proportion of deduction of mortgage interest and real

estate taxes).30 Typically, an LEC owns one apartment building or complex and the

land on which it is situated. Land acquisition and construction, or the purchase of an

existing complex, can be financed through traditional lending institutions; the co-op

takes out a mortgage loan from a bank once it has lined up 90% of its shares, using

the share revenues as a down payment. Unlike nonprofit housing corporations, LECs

pay property taxes; however, property value assessments may be limited depending

on a number of conditions.31

To join, a prospective resident who meets income guidelines pays no more than 5%

of the property’s mortgage costs (say, $20,000) to buy a share in the co-op; she

then leases a housing unit from the co-op. The fact that there is no real estate

transaction saves the share buyer and seller about $10,000 per transaction, and the

mortgage interest and property tax deduction from federal income taxes yields a

refund of about 20% of the annual rent. In addition, the co-op’s rent scale declines

in real terms over time because it is determined by the co-op’s mortgage payments

and maintenance costs rather than by the market. Rents are set by a governing

board elected by co-op remembers based on these costs, and day-to-day property

management is generally contracted out.

LECs have low member turnover. But if a the resident chooses to leave, she can sell

her share at a nominal return of 10% simple annual interest to another person who

meets the co-op’s income guidelines. If the co-op ever decides to sell the property,

then each current member receives his or her share plus 10% simple annual interest;

the rest of the profit from the sale is donated to a local nonprofit organization, in

accordance with state law. This way, the benefits stay within the community.

A good example of a limited equity co-op is Dos Pinos, a 60-unit apartment complex

in Davis.32 In 2001, after tax deductions, Dos Pinos residents saved between $260

and $300 per month (depending on the number of bedrooms) compared to tenants

in a comparable nearby apartment complex. Between 1985 and 2001, Dos Pinos
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rents increased by 1.1-1.7% per year—well below regional inflation—compared to

4.0-6.3% per year in the former complex. Share values increased from $3,130 for a

two bedroom unit in 1985 to $12,000 in 2000. Importantly, Dos Pinos apartments

are currently affordable to households at 50-60% of the area median income. These

households reap the benefits of homeownership—housing cost stability and federal

tax savings—that would otherwise have been inaccessible to them, and earn a

reasonable return on their original investment. The savings plus the interest on the

share can be used as a substantial down payment for traditional homeownership.

Dos Pinos did not require any kind of public subsidy, and the land cost and construc-

tion were all market-rate. The owner and developer of the land did have an incentive

in that the parcel lay outside Davis’ urban growth boundary, and developing

affordable housing there gave him an exemption.

In most cases, LECs will require some kind of initial subsidy, such as a land donation

or private developers may build the project, but since they reap less profit from the

outright sale of a multifamily development than from collecting its rental income,

some kind of incentive such as subsidies or donation of publicly owned land may be

required. Nonprofit developers may also be involved, but their access to state and

federal tax credits may be limited (see below). Local lenders may also require

education about the viability and investment-worthiness of LECs.

In all of these cases, the key ingredient is sponsorship by local government or a

nonprofit organization to coordinate the process until the cooperative is fully

established. This requires staff time and resources to conduct training and procure

legal services. Funding for these services, as well as any subsidies, may come from a

variety of housing funds, including the housing trust. Some LEC housing projects

may qualify for federal and state low income housing tax credits; however, LEC

access to these funds is limited by the fact that they are better equipped to serve low-

income households rather than very low-income and extremely low-income families

and individuals. Because VLI and ELI households do not pay significant federal

income taxes, they stand to gain very little from homeowner tax deductions.

LECs offer advantages to municipalities in that they pay property taxes, unlike

nonprofit housing corporations. They are also more acceptable to neighboring

residents because they involve home ownership. In economic terms, LECs represent
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highly efficient use of public resources in that they stay permanently affordable

rather than revert to market-rate after 15 years (as is the case with federally

subsidized housing developments) or, in the case of homebuyer assistance, in a

much shorter amount of time. In both cases, subsidized owners pocket the equity

that results from selling or renting at market-rate, and the affordability of that unit

vanishes. By contrast, investment in LECs creates value that will stay in the

community indefinitely.

The State of California requires each municipality to form a plan for meeting its

housing needs as part of its general plan. Updated housing elements were statutorily

due as of the end of 2001 for the 1999-2006 planning period; however, most juris-

dictions in Sonoma County are still in the late stages of the update process. Jurisdic-

tions must plan to meet their fair share housing goals (i.e., ABAG Regional Housing

Needs Determination) by using their zoning power to accommodate a range of

housing choices, removing regulatory obstacles to housing, and implementing

programs to help preserve and create affordable housing.33

A municipality’s local land use and regulatory policies can constrain the development

of housing for lower- and moderate-income groups by zoning for low densities,

inhibiting mixed-use development, imposing onerous architectural and parking

requirements and—most importantly—failing to identify adequate sites for low-

income housing development. Most jurisdictions in Sonoma County pose several of

these obstacles. Few have strong programs to actively promote affordable housing;

those that do, such as Petaluma, have come much closer to meeting fair share hous-

ing goals for lower- and moderate-income households in the past planning period.

Housing elements also provide the framework in which the two goals of environ-

mental protection and affordable housing are either harmonized or thrown into open

conflict. While most cities in Sonoma County have 10-20 years’ worth of growth

figured into their urban growth boundaries (UGBs), environmental constituencies

that favor preservation of open space and agricultural land have not reconciled

themselves to adequate densities—multifamily housing and higher density single

family dwellings—that will make UGBs sustainable over the long-haul. This kind

of housing strategy, combined with transit-oriented development that emphasizes

public transit and walkable neighborhoods and retail districts, is widely advocated
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by planners nationwide and in the Bay Area under the rubric of

“smart growth.”

ABAG and NPH have promoted housing element reform region-

wide, while the Sonoma County Housing Advocacy Group (HAG)

has taken legal action against a number of jurisdictions to press for

specific changes to local housing elements (see sidebar, previous

page). Because of space constraints, this section will briefly address

three of these reforms: selection of adequate sites for affordable

housing, overlay zoning, and strengthening of inclusionary zoning.

(For detailed information, readers should contact HAG and NPH.)

While these reforms would ideally be incorporated in the current

round of housing element updates, they can be implemented any

time thereafter through local ordinances.

Selection of Adequate Sites for Affordable Housing.35 This is

perhaps the most important part of a housing element. However,

weakness of this provision is one of the biggest and most common

problems with housing elements across the county. According to

ABAG, in addition to a site’s general suitability for residential

development, the selection process should consider five factors: access

to transportation, shopping and jobs; cost; land-use restrictions and

surrounding land-use compatibility; topography; and environmental

factors. These factors not only determine whether a site is consistent

with “smart growth”, but also whether it will compete well for

affordable housing funds.

State law requires each jurisdiction to designate adequate sites with

appropriate zoning and incentives to meet its fair share housing

allocations for each income level. Enough sites should be developable

within a five-year time frame to meet these goals. Zoning designa-

tions need to provide for adequate density and other incentives to

make affordable housing possible.

Overlay Zoning. According to HAG, “A major shortcoming in past … Housing

Elements has been the failure to provide selected sites with the detailed planning,

environmental review and appropriate zoning necessary to make them available for
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immediate affordable housing development.”36 A powerful tool to address this

shortcoming is overlay zoning.

Overlay zoning is a general term which refers to adding a particular use or providing

for certain exceptions or incentives to the uses that have already been zoned for in a

given area. To expand the supply of affordable housing, overlay zoning can be used to

identify particular sites on which residential densities will be substantially increased if

a specified level of affordability is achieved.37 In order to make affordable housing

development feasible and attractive, an overlay zone should (a) permit by-right

residential development, (b) allow multifamily development of commercial sites, (c)

waive local fees, and (d) relax certain development standards (e.g. parking, setback,

height), subject to overall design review (including a public hearing). Of course,

design review should ensure that each project blends in with its surrounding neigh-

borhood. To qualify for these benefits, a project would be at minimum 20% very low

income, 20% low income, and 20% moderate income, with no more than 40%

market rate (which includes moderate income units). These units should be deed

restricted for a period of 55 years or more to ensure affordable resale and rents, and

good value for the public investment represented by the above benefits.

In addition, “exclusive affordable housing zones” can be established which require a

large percentage of affordable units on affected sites. This encourages the formation

of for-profit/non-profit/public partnerships that can access public financing; this in

turn ensures the highest degree of affordability and quality.

Strengthening Inclusionary Zoning. Inclusionary zoning ordinances require

residential developers to include a specified proportion of low-income housing units

in their projects—often in return for higher allowable densities and other bonuses or

waivers—or else pay an in-lieu fee into the local housing fund. Inclusionary zoning

has been widely adopted in Sonoma County. However, the strength of these ordi-

nances varies widely. In many cities, the in-lieu fee for each affordable unit is well

below the actual amount that would enable the local housing authority to replace it.

Low in-lieu fees act as an incentive for developers to opt out of the inclusionary

requirement, and diminish the number of affordable units created. For example,

Santa Rosa’s in-lieu fee is $20,000, even after a recent increase, which falls well short

of probable subsidy requirements of $80,000-100,000 per unit for a VLI household

and approximately $50,000 per unit for a LI household.38 By contrast, San Francisco

charges about $150,000 and East Palo Alto charges approximately $125,000 for
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each affordable unit. Most jurisdictions in Sonoma County stand to benefit from

increasing their in-lieu fees to levels that approximate unit replacement costs; land

donation can also serve to mitigate the inclusionary requirement.

Another common weakness is that the size at which a development must include

affordable units on-site can be too high. Even after reform, Santa Rosa requires

developers to build affordable units rather than pay an in-lieu fee only for projects

exceeding 15 acres. By contrast, Menlo Park requires on-site affordable units for all

residential developments of five units or more. Petaluma encourages in-lieu fees

rather than building on-site because its housing department has a strong track

record in leveraging those funds to gain state and federal funding for affordable

housing projects. However, most jurisdictions stand to gain from requiring

developers of large residential projects to build on-site. First of all, it requires less

staff time and resources. Second, the amount of federal and state funding available

to leverage is finite; were all the cities to pursue Petaluma’s strategy, they would

confront a problem of rapidly diminishing returns (of federal and state funds lever-

aged for each local dollar). Another consideration is that discrete affordable housing

projects both segregate and concentrate lower-income families. For the latter reason,

these projects often face a harrowing local approval process fraught with NIMBY

neighborhood opposition. Some city councils may be progressive enough to stand up

to such opposition, but many force compromises that substantially diminish the

capacity of each project to meet affordable housing needs; some projects are rejected

altogether. On-site building requirements avoid this problem, and also circumvent

the problem of inadequate in-lieu fees.

Increased financial resources, appropriate land use regulation reform and innovative

housing initiatives are important steps in alleviating the housing crisis. Realistically

speaking, however, increasing the supply of housing that is legally or contractually

designated as affordable will have severely limited net benefit for lower-income

households if the cost of market-rate rental housing continues to escalate, or if the

local labor market continues on its low-wage trajectory. The remainder of this section

will briefly discuss some strategies for directly addressing this problem.

One key strategy is protection for renters against excessive rent increases and

evictions without just cause. Aside from rent control on mobile home parks in a few

jurisdictions, renters’ protections are virtually nonexistent in Sonoma County.

Other Strategies: Renters’ Protections and High Road Development
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Landlords tend to oppose rent control and eviction control on the principle that such

laws constrain property rights and force them to provide a de facto subsidy for tenants

(the subsidy being the difference between market rents and rents on units that have

been under one tenancy for several years). However, it is important to note that

jurisdictions that legislate rent control are constitutionally required to provide

property owners with a fair and reasonable return on their investment. Thus the

question that legislators and the public must decide is two-fold: 1) whether it is fair

to constrain rapid rent increases based not on landlord investment but on external

market dynamics, and 2) whether the urgency of the housing crisis and its implica-

tions for everyone who lives and does business in the county make up a compelling

public interest to do so.

Another key strategy involves the raising of the wage floor and promoting “high-

road” economic development, through a variety of means including living wage

ordinances, unionization and partnerships between labor, government and businesses

to ensure that large development projects do not contribute to worsening the twin

dynamic of low wage job creation and declining housing affordability. First, it is

important to note that while the tourism and hospitality industry does tend toward

low-wage job creation, this pattern is neither inevitable nor irreversible. For instance,

in San Francisco and Las Vegas, which have high rates of unionization among hotels,

unionized hotel workers—including cleaning staff and food servers who would

normally make close to minimum wage—earn living wages and benefits. Further,

highly unionized industries tend to raise the floor for the rest of the local labor

market.

Strategic partnerships among labor, business and government can foster high-road

economic development. A recent example is the Petaluma Sheraton Hotel: to ensure

maximum return on public subsidies awarded to the developer by the City Council,

the agreement entails that the majority of construction labor be union labor, as well

as a promise by hotel management not to interfere in future hotel workers’ decision

on whether or not to unionize.39  In addition, California Federation of Teachers and

HERE (Hotel Employees/Restaurant Employees Union) will work closely with the

owner and management to develop job training programs in conjunction with local

schools to provide a stable and productive workforce. In the City of Los Angeles, a

similar agreement has been reached on a much larger scale for the massive Staples

Center development, which includes three hotels, a massive convention center

expansion, and apartment towers. Unions and community groups, working with the
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support of the City Council, negotiated a deal with the project developer that

includes provisions for local hiring and union construction labor provisions, a card

check/neutrality agreement regarding unionization (similar to the one for the

Petaluma Sheraton), open space and other benefits to the community.

Ultimately, increased funding, better land use regulations and innovative programs

for affordable housing need to be pursued as part of a broader strategy of smart

growth with equity. In turn, such a strategy requires dialogue and collective

mobilization among environmentalists, labor and businesses as well as community

organizations and traditional housing advocates. The following conclusion offers

observations and ideas on how a fruitful partnership for such a project might emerge

among key constituencies.
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“Affordable housing,” long stigmatized as a service to the poor, is now also a matter

of material interest to the middle class—aside from the fortunate few who bought

their home in Sonoma County before the mid-1990s and who are thus shielded from

the vagaries of the housing market. Consciousness about this trend has manifested in

the recent emphasis on “workforce housing” and housing for politically saleable

target groups such as teachers and firefighters. To be sure, the ability of the middle

class, including public sector workers, to live in the communities in which they work

is an important policy priority. However, the term “workforce” should not be used as

double-speak for the marginalization of lower-income individuals and families in

housing policy formation—not least because so many of the 20% of Sonoma County

households that qualify as extremely low or very low income are headed by people

who work, and because these households are hurt most by the housing crisis. Rather

than further marginalize the poor, the wide sweep of the crisis will hopefully galva-

nize support for policies that broadly enhance affordability.

The stakes go beyond dollars and cents. Sonoma County residents value the quality

of life in the region, which is in turn anchored to a sense of community and the

beauty of open space. For many, especially established residents, this sense of place

has already started to erode: lower- and middle-class residents are being priced out of

the housing market; traffic congestion has worsened, and the social fabric is being

strained by the growing gap between rich and poor. Sonoma County used to be a

kind of oasis, part of a metropolitan region but also separate from it; but now it has

started to share in the problems of the metropolis. While this paper has relied heavily

on quantitative data, and the housing crisis is experienced directly in economic terms,

the moral and aesthetic significance of the housing crisis should not be underesti-

mated.

In the same way, the importance of political mobilization in enacting solutions to the

housing crisis cannot be taken seriously enough. It is well known within the afford-

able housing community—including advocates, policymakers and practitioners—

that there are three primary determinants of successful affordable housing: finance,

local land use and regulatory policies, and local politics. The most obvious ingredient,

IV. BROADENING INTERESTS AND FORGING
ALLIANCES TO MAKE IT HAPPEN
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finance, involves adequate resources to carry out projects that deliver below-market-

rate (BMR) housing units: tax credits, dedicated housing funds from various levels of

government, bonds, fee waivers, etc. Local land use and regulatory policies include

housing elements that are favorable to the development of lower-cost housing by

including land appropriately zoned for smaller single family and/or multi-family

development, inclusionary zoning, density bonuses, and permit fast-tracks for afford-

able housing. Local politics is perhaps the driving force. The marshalling of resources

and the adoption of policies favorable to affordable housing require a sufficiently

broad mobilization of constituencies—labor, housing groups, environmentalists,

faith-based groups, businesses, and others—to pressure policy-makers to adopt

aggressive policies.

While ideas about appropriate funding sources and housing programs are important,

and this paper has admittedly been an exercise in policy analysis, it cannot be

stressed enough that the first and most important step is political mobilization.

Affordable housing policy cannot be hammered out exclusively at a negotiating

table; advocates acting alone, particularly in an unfriendly political context, will face

unending difficulty and frustration. As the housing trust campaigns in the City

of Los Angeles and San Mateo County demonstrate, it takes a broad grassroots

constituency and mobilization of low-income communities and labor unions. Or in

the case of Silicon Valley, it takes a partnership between a leading government

agency (the county), housing advocates, and enlightened business leaders (the Silicon

Valley Manufacturing Group) to move in the interest of the public good, and

parallel activism by labor to push the envelope on policies that benefit the most

disadvantaged segments of the community.

In order to achieve sustainable growth in general as well as a successful affordable

housing strategy in particular, three key constituencies must increase or change their

role in the housing policy arena:

1) Environmentalists must recognize that affordable-housing friendly land
use policies and worker-friendly initiatives are critical to the long-term
preservation of the greenline. The environmental movement in Sonoma County

has been successful in instituting urban growth boundaries and protecting open space

and agricultural lands in order to maintain quality of life in the region. At the same

A Green-Labor-Capital Accord?

“The marshalling of resources

and the adoption of policies

favorable to affordable housing

require a sufficiently broad

mobilization of constituencies–

labor, housing groups,

environmentalists, faith-based

groups, business, and others–

to pressure policy-makers to

adopt aggressive policies.”
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time, most of the county’s municipalities are governed by booster interests that

support rapid economic growth in general and sprawl in particular. Affirmative steps

have to be taken in the regulatory arena—in terms of zoning for higher density and

providing incentives for developers to opt for infill. Both of these measures use less

land to meet housing needs. Affordable housing also enhances low- and moderate-

income workers’ ability to live closer to their jobs, reducing the need for sprawl.

If affordable housing is a key component of sustainable development and long-term

open space protection, environmentalist support for measures that reduce income

disparity—such as living wage ordinances and unionization—is critical for housing

affordability. This is because no set of policies or programs, no matter how thorough

or innovative, will tilt housing prices to sufficiently match the heavy concentration of

low-wage jobs in the county’s current labor market. The magnitude of the need, and

the gap between what workers can afford and what market housing costs, are simply

too great. As stated in the introduction, there were over 18,000 lower-income

households (with incomes below 80% of the county median) who could not afford

the cost of their apartments or houses as of 1990, when the county’s housing market

was much more affordable. Raising the incomes of low-wage workers and raising the

wage floor are critical to solving the housing crisis. And ultimately, environmentalist

support for low-wage workers’ causes will help gel the green-labor coalition for

sustainable development in Sonoma County.

2) Leaders of key industries, particularly high-tech and agriculture, must
step up to the plate and advocate for rational development policies that
support their long-term economic interests—respectively, reasonable housing

costs for their workers and warding off future pressures to encroach on agricultural

land. When it comes to land use and housing policy, their immediate interests are

distinct from those of the real estate sector, not least in terms of the fact that quality

of life associated with open space and an affordable housing market are important

factors in recruiting skilled labor. Tourism, upon which the wine industry depends to

cultivate its markets, and which forms a major employment base in its own right,

also depends on open space and the aesthetic appeal of a region that to date lacks the

severe social ills of large cities. Ultimately, long-term economic growth is enhanced

by shared prosperity. But severe inequality in terms of real wages (exacerbated by

rising housing costs) and overcrowding contribute to a host of social and public

health problems that can undermine economic development.

Broadening Interests and Forging Alliances to Make It Happen
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During the height of the late 1990s economic boom, high-tech employers were

beginning to become interested in actively promoting affordable housing as an

advancement of their economic interests. That activism has died down during the

subsequent recession, but continuing and stepped-up advocacy by the county’s

economic leaders is an essential ingredient in regional governance for sustainable

development.

3) Labor unions can provide a major missing piece in the puzzle of
affordable housing politics in Sonoma County: grassroots constituency
mobilization. Notwithstanding the laudable involvement of some churches in

housing advocacy, the grassroots base of the housing movement is weak. There are

no major tenants’ organizations, and the people most affected by the housing crisis,

working class residents in the county, are not mobilized to articulate and represent

their own housing interests in housing element reform, policy debate (such as the one

surrounding the jobs-housing linkage fee) or individual project approval. As

membership organizations representing workers, unions are currently the best-

positioned to provide a grassroots base; they can canvass their membership regarding

their housing needs and activate members to testify at hearings and vote, making

themselves known to local politicians as a pro-housing constituency.

Labor unions must realize how sprawl, fiscalization of land use (leading to low-wage

jobs in the retail and hospitality sectors), and expensive low-density housing develop-

ment contribute to declining union density in the region.1 These trends run against

the immediate economic interests of union membership in numerous sectors (e.g.,

public sector employees including teachers, health care, building maintenance

services, transit workers, and grocery retailing and warehousing).

The building trades (with the notable exception of electricians) have generally tended

to support sprawl, because of concerns that growth control will reduce construction

employment and the exemption of government subsidized low-income housing

development from prevailing wage requirements. Smart growth advocates generally

have not adequately addressed their concerns with information about job creation

from higher-density development. However, dialogue and consensus-building among

construction trade unions, environmentalists and housing advocates can forge a way

out of this impasse, to their mutual benefit. In 1992, the Contra Costa County

Building Trades Council began to reach out to environmentalists, including the Sierra

“Union support for smart

growth and affordable

housing development can

strengthen  relationships with

social justice advocates and

forge common ground with

environmentalists.”
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Club, the Greenbelt Alliance, and Citizens for a Better Environment. The labor-

environmental alliance that they forged has worked on several campaigns and won

two ballot initiatives that formed an Urban Limit Line, and the local Sierra Club

chapter is supporting a living wage campaign. In Los Angeles, dialogue between

nonprofit housing developers and the building trades resulted in an accommodation

on the prevailing wage issue, and the latter supported the city housing trust fund

campaign.

Union support for smart growth and affordable housing development can strengthen

relationships with social justice advocates and forge common ground with

environmentalists. These relationships are the seeds of a bottom-up, equity-oriented

coalition that can bring power to working people in Sonoma County.

It is politically possible to achieve the kind of regional governance outlined above.

Today, the City of San Jose leads the region and the nation in the provision of afford-

able housing. Their award-winning, model policies cannot be explained merely by

technocratic competence or the good will of the city’s elected officials and staff.

Rather, they were made possible by grassroots mobilization for more equitable

housing policies. The ground was first laid in the 1970s, when middle class, environ-

mentally oriented residents of the City of San Jose took control of city hall away from

booster interests that had made the city a posterchild of sprawl.2 The new regime

enacted political reforms that gave working class and minority residents more clout.

Consequently, the city embarked on a program of growth management—protecting

what was left of open space in its sphere of influence and directing development

inwards—and implemented an aggressive affordable housing program in response to

pressure from unions and from working class residents organized through PACT

(People Acting in Community Together), a local faith-based organization. The

development community complained at the outset, but by now has learned to play

by new rules.

Similarly, good policies such as the ones outlined in this report are important,

but they follow and are secondary to the mobilization of constituencies that call for

such reform. This report has proposed some model technical strategies, but it

remains the task of labor and environmentalists, hopefully with the support of

enlightened business leaders, to forge the political will necessary to tackle the

housing crisis. Together, they can form a working consensus—based not on the

Broadening Interests and Forging Alliances to Make It Happen
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lowest common denominator, but on the activation of a critical mass of constituencies

and alliances—to build not only affordable housing, but shared prosperity and

quality of life in the county.

1 Greg LeRoy, “Smart Growth for Cities,” WorkingUSA, Summer 2002, p. 56-76.
2 These observations about San Jose are based on the author’s dissertation research on urban

development and social welfare politics in the city since the late 1970s.
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In addition, the following people and agencies were instrumental in providing critical
data for this research:

Shannon Dodge, Nonprofit Housing Association of Northern California
David Gouin, Santa Rosa Housing Department
Eve Stewart, Economic Planning Systems, Inc.
Sarah Zimmerman, Working Partnerships USA
Jan Breidenbach, Housing LA; Nonprofit Housing Association of Southern California
Joe LaTorre, Mayor’s Office of Housing, City of San Francisco
Sonoma County Auditor’s Office
California Department of Housing & Community Development
Vicky Sackstetter, Sonoma County Redevelopment Agency

Appendix A : List of Interviewees & Sources

Appendix A: List of Interviews & Sources

Interviewee Affiliation (for identification purposes only)

Walt Kieser Economic Planning Systems, Inc.

Jane Hamilton Advanced Fiber Communications

Margo Warnecke-Merck Sonoma County Housing Advocacy Group

David Grabill Sonoma County Housing Advocacy Group

Sonia Taylor Errant Art

Cheney Delaire Burbank Housing Development Corporation

Larry Barnett Sonoma City Councilmember

David Brigode Sonoma County People for Economic Opportunity

Valerie Brown Sonoma County Supervisor

Mike Reilly Sonoma County Supervisor

David Thompson Thompson & Associates

Bonnie Gaebler City of Petaluma

Poncho Guevara Emergency Housing Coalition, former Interim Executive

Director, Housing Trust of Santa Clara County

Jim Goodknow San Mateo County Labor Council

Peter Dreier Political Studies, Occidental University,

Progressive Los Angeles Network (PLAN)

James Buckley Citizens Housing Corporation

Gretchen Hillard Menlo Park Redevelopment Agency

43



AFFORDABLE HOUSING FOR EVERYONE

The author culled the latest available production data for 1988-1998 by checking

across a number of surveys and supplementing them with data from local housing

elements when readily available.  None of the available surveys had a complete listing

of the jurisdictions in Sonoma County.  Key sources include ABAG’s survey of cities

and counties, data from Bay Area Economics (BAE)—which in turn drew mostly on

a survey conducted by the Bay Area Council—and data from the Nonprofit Housing

Association of Northern California (courtesy of Shannon Dodge), which built on BAE

data and supplemented it with housing elements and interviews with housing staff

for selected cities.  For jurisdictions not covered by these sources, the author looked

up data in the local housing elements or, if those were not available electronically,

contacted city staff.  The ABAG survey seemed to be the least reliable, since subse-

quent surveys yielded consistently lower numbers, and so the author treated it as the

least preferred source.

Readers should take caution in reading the table below, as its purpose is to arrive at a

reasonable estimate of county-wide total production for each income category based

on available, imperfect sources.  In addition to limitations in the author’s own

judgment, the data below reflects problems inherent in trying to gauge the

affordability of market-rate units given changing market conditions and incomes.

Appendix B: Data Work & Methodology

Housing Production in Sonoma County by Jurisdiction & Income Category,
1988-1998
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There was no reliable data on unincorporated Sonoma County (USC) from ABAG,

NPH or BAE, nor a ready-made accounting by Sonoma County.  To confuse things

further, Windsor incorporated in the early 1990s, and its housing element includes

pre-incorporation building as part of its 1988-98 production tally.  The author chose

to estimate housing production in unincorporated Sonoma County using several

sources and guesstimates.

To begin, Sonoma County’s 1992 Housing Element Table HE-18 (p. 129) details

housing production for all income levels:

Next, a portion of the above had to be allocated to Windsor.  Cross-referencing

building permit data for the County and Windsor from the California Department of

Finance with Sonoma County’s summary of 1990-1998 annual production by type of

dwelling from the 2001 (which excluded activity in Windsor) and Windsor’s housing

production table (from its most recent housing element), the author determined that

2628 of the total units were in Windsor, a little over 70%; hence 70% of the moder-

ate and above-moderate units were allocated to the town (B).  The remainder was

allocated to USC (C), on the basis that no income-restricted housing developments

for VLI and LI were built in Windsor during these years.

Next, a total of affordability-restricted units completed in 1990-1998, broken down

by income level, was tabulated from the Sonoma County Community Development

Commission’s inventory of “Housing Developments Subject to Affordability

Restrictions” as of 12/4/2002” (D).

Method for Calculation of Housing Production in Unincorporated Sonoma
County

Appendix B: Data Work & Methodology
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Table 3.4 of the 2001 Sonoma County Housing Element Update detailed total

dwelling units authorized by building permit (by type of dwelling and year),

excluding activity in Windsor.  Assuming that none of the market-rate units would

be affordable to VLI, the author guesstimated the proportion of each type of unit

that would be affordable to LI and MOD households (E).  The ratios are based on

conservative re-formulations of the assumptions used in the 1992 housing element

regarding the distribution of the 1988-89 units.  The imputation of units authorized

by building permit in 1990-98, detailed in the table below, hinges on three critical

assumptions.  The first is that many market-rate single family, duplex and townhouse

units for sale (including multifamily/2-4 units) built in the early 1990s were

affordable to moderate income households at the time of purchase.  While many of

these have probably been re-sold at higher prices, some are still occupied by the

original buyers and hence have affordable mortgages.  The second is that market-rate

rental units (especially multifamily/5+ units, almost all built before 1995) may have

been broadly affordable to low income households initially, but that most have

become much less affordable as of the late 1990s.  The third is that second units are

primarily “granny units” for elderly family members or for rental, with an

affordability profile that is similar to that of apartments.  Readers may be interested

to note that the proportion of non-single-family dwellings (which are inherently

more affordable) is more than double that of the 1988-89 period.
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By adding market-rate units that have been imputed to LI and Mod (E1) to afford-

ability-restricted units (D), and estimating AM units by subtracting the         result-

ing VLI, LI and MOD totals from the overall total of 4009 units, the author arrived

at the following breakdown of 1990-98 production in USC (F):

Finally, adding the 1990-98 figures (F) to the 1988-89 units allocated to USC (C)

yielded the following comprehensive tally of housing production by affordability level

for 1988-1998 (G):

The Traffic and Vehicle Data Systems Unit of the California Department of Transpor-

tation (Caltrans) has traffic counts behind and ahead of each milepost on California’s

highways.  Data for Sonoma County for 1995 and 2001 was extracted from the

following websites:

http://www.dot.ca.gov/hq/traffops/saferesr/trafdata/2001all.htm
http://www.dot.ca.gov/hq/traffops/saferesr/trafdata/1995all.htm

After cleaning up the datasets to adjust for mileposts changed, subtracted or added

between 1995 and 2001, the author calculated the change in the Annual Average

Daily Traffic (AADT) behind and ahead of each milepost on each route, and then

totaled the differences for each route.  This is shown in the table below under the

columns labeled “Change 95-01”.  The AADT counts for the mileposts in each route

for 1995 were then totaled.  (Note:  the resulting sums are not the same as an average

AADT along each route).  The percent change was calculated by dividing the former

by the latter figures.  The following table details the work.

Annual Average Daily Traffic Increase, Sonoma County Highways

Appendix B: Data Work & Methodology
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Working with Census 1990 Public Use Microdata Sample (PUMS) data, 5% sample

(weighted household data), downloaded from www.ipums.org, the author arrived at

the breakdown of housing expenditures by different income levels. The figures below

do not include those records for whom either household income and/or housing cost

(mortgage payment or gross rent) were not available, as both were necessary to

calculate whether a household spent over 30% of its income on housing.

Income categories as of the 1990 Census are as follows:

Overpayment for Housing by ELI, VLI & LI Households as of the 1990 Census
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The increase in housing funds that would result from increasing the tax increment

set-aside for low- and moderate-income housing to either 30% or  25% was esti-

mated as by 1) determining the gross tax increment for each of the redevelopment

agencies in the county, along with current housing set-aside ratios, 2) determining

what surplus housing funds would result from a minimum contribution of 30% or

25% by each agency, 3) determining past growth rates in county-wide, aggregate

property tax assessments in redevelopment project areas, and 4) projecting future

surplus housing revenues by applying compound annual growth rates to the amounts

calculated in Step 2.

1)  The state department of Housing and Community Development (HCD)

website has FY 1998 data on gross tax increment receipts and housing set-aside

amounts for each RDA in California (URL).  The author contacted HCD staff to get

FY 2001 data, and received a working copy of their spreadsheet.  Each of the cities

were called in an attempt to get FY 2002 gross tax increment and housing set-aside

data, but this generated few reliable responses.  Subsequently the author requested

and received FY 2002 gross tax increment data for each of the agencies from the

Sonoma County Auditor’s office, and calculated 2002 housing set-aside amounts by

using rates from FY 1998 and FY 2001 data and/or those given by agency staff. To

determine current set-aside rates, it was assumed that an RDA set aside only the

legal minimum of 20% unless the datasets and information gathered over the phone

proved otherwise.

Methodology for Determining Yield from Increase in Redevelopment Housing Set-Aside
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2) To arrive at a set of “normalized” 2002 contributions to the housing fund,

I adjusted the City of Sonoma housing contribution to reflect the average rate of

25% of gross tax increment as reported by agency staff, rather than the extraordinar-

ily 2002 actual contribution.  Then I calculated what the housing set-aside for each

agency would be with minimum ratios of 25% and 30%, keeping the contribution

ratios constant for agencies that currently meet or exceed the 25% level.

3) The average annual growth rate for county-wide gross tax increment

receipts were determined.  The 2002 gross tax increment for Santa Rosa was reduced

by $675,278 to exclude the Southwest Project Area, which only started yielding

gross tax receipts in the last fiscal year.  The negative growth in the remainder of

Santa Rosa redevelopment areas reflects the fact that they are older, with most of the

investment made long ago, and sensitive to the current recession.  The SW Project

Area should demonstrate more robust growth with new investment.

Appendix B: Data Work & Methodology
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The total growth rate of 41% over the four years reflects an average annual

compound growth rate of about 8.95%.

4)  Finally, three alternative growth rates (3%, 5% and 8%) were com-

pounded annually over a ten-year period, starting with 2003.  For the sake of

simplicity the table below shows the growth in the surplus housing funds achieved

with a 25% or 30% set-aside rather than total redevelopment housing funds.  (The

base figure includes the Southwest Project Area in Santa Rosa which was eliminated

in the previous step for purposes of calculating the past growth rate.)  Table 3.1

under the policy recommendation regarding redevelopment agency housing set-aside

policies uses data generated with a 5% growth rate.
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