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Introduction

The Rent Legisglation Task Force report presented to the
East Palo Alto Gity Councll on October 25th 1983 did not include
findings on rent-increases because the Task Force was not able to
develop sufficient data within the time constraints given. How-
ever, at the request of the Council this information has now been
put together from data which was not previously available in usse-
ful form,

A sample of classified ads for Bast Palo Alto rental housing
appearing in the Peninsula Times Tribune from 1978 through 1983
was obtained. This data was sorted by housing type, size, loca-
tion, and other relevant factors. The sorted data is presented
in the four figures included in this repurt. Notes on methedology
follow the figures.

The Data

~ Figure 1 compares rents asked for West side, unfurnished

studio apartments to the consumer price index (CPI). Each large
dot represents the average asking price durin each respective
quarfer. The vertical line through each dot, shows ‘the range of
rents listed in the newspaper for the same peried The data is
not precise enough to warrant calculation of an exact estimate of
the average annual rate of increase, so lncrease levels "in the
neighborhood” of an estimate ( 16% and 17% areimarkéd) have been
noted as a reference. The CPI is indicated by the rising solid
line.

East side apartments were excluded because there was too lit-
tle data available, The data reviewed suggests that rents on the
Bast side tend to run about $50 lower for studios than rents on
the West side,

FPigure 2 uses the same format as the previous figure to pre-
sent rent data on West side, unfuiynished one bedroom apartments.
Here again East side data is excluded. Units are about $80 less.



Figure 3 shows asking rents for: two bedroom houses. Because
there are relatively few data points, all points are included; no
averages or ranges are shown.as they were in Figure 1 or Figure 2.

Figure 4 shows asking price for three bedroom houses using
the same format as Figure 3.

Findinss

Rates of increase for rental costs have fluctuated between
zero and fifty percent depending on housing type, size, and year.
Increases in some years appear to have been quite sharp such as
those betieen 1978 and 1979, or between 1982 and 1983 for apart-
ments, or during 1980 for houses. However, some years show lit-

. tle or no increase-- for apartments, late 1979 and 1981; for
houses, 1981 and 1982.

In general rents for all types and sizes of units studied
have increases faster than the CPI on the average. The annualized
rate of increase for apariments between 1978 and 1983 is between
14% and 17%, while the comparable (PI figure is only 9%. Thus,
rents for apartments have risen 60% to 80% faster than the CPI.

The trend is,the same for rents on houses, but sparse data
makes estimation_ﬂf an actual percentage more difficult. The rate
was probably 13%;to;ﬂ4% for two bedroom houses and 10% to 11% for
three bedroom'hoﬁseé.

It is interesting to note that apartments outpaced the CPI
more significantly that did rents for houses, This would suggest
either a greater demand¢for'smailér ﬁnits'by those residents of
the region in general, or a greater demand for units on the West
side than for unlts on the East side by residents of the reglon

since most of the houses rented are on the East side.
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Pigure 1
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Flgure 2
RENT vs, CONSJMER PRICE INDEX: ONE BEDROOM APARTMENTS
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RENT vs. CONSUMER PRICE INDEX: TWO BEDROOM HOUSES

Bast Palo Alto 1978 - 1983

o 14%
¢ . 138

1978 1979 1980 1981 1982 1983



$700

$600

$500

$400

$300

$200

$100

LR

= Rn
ES

RENT vs, CONSUMER PRICE INDEX: THREE BEDROOM HOUSES
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Notes of Methodology

The classified ads of the Peninsula Times Tribune were
sampled during certain months of each year for 1974 through 1983.
During most years one month was sampled in each quarter for the
first three quarters of the: year. During the sample month, ads
for two or three dates at least two weeks apart were reviewed--
typically the first, middle, and last of the month. If no East
Palo Alto listings were found, immediately subsequeni dates were
reviewed.

Newspaper personnel indicate that most ads run at least four
days. Therefore a two day per month sampling should include ads
listed on half of the days in each sampled month. Three months
each year were usually sampled (4of all months), so approximately
'one—eighth_of all listing are probably included in the data. The
865 sample'points collectad in review of six years times eight is
equivalent to a rental turn-over rate of about 24% per year. This
compares favorably with independent estimates of turn-over rate.

Available data was sSorted as follows. Data for 1974 through
1977 was set aside because it was too sparse. There remained 120
ads for houses and 493 for apartments. After more ads were elim-
inated because of sime or other factors (71 apartments on the East
side were left out) there remained 102 houses and 277 apartments.

Certain biases are probably introduced by the method. For in-
stance, rent levels implied by the data may be artifically high
since units priced too high relative to demand will be listed long~
er in the ads. However, in the case of apartments, glven the rel--
atively small number of investors, and given the liklihood of their
tendency to price their units ébmpetitively based on good exchange
of information, the range of asking prices in a given quarter prob-
ably has more to do with quality of the units rather "highness" or
"lowness" of the prices.

. While this method may be vulnerable to errors of this type,
it is doubtful whether other methods, including interview of ten-

ants and/or landlords, would introduce less error.



In order to make. a general cenclusion about rent increases
in East Palo Alto between 1978 and 1983, it is necessary to
consider the impact of those increases on renters. That is,
does renters' income keep up with rent increases. A rate of

1ncrease 1n rents Faster than tha CFI does nnt necessarlly 1nw
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dlcate hardhlp - thlS is the case only 1F tenants ‘have to pay

mare of their income for rent.

In order to measure this impact, it is necessary to consider
the guestion of "affordability". There are two predominant
standards for measuring affordability of rent: the Federal
Gavernmeﬁt's guideline of 30% of gross income, and the standard
of 25% of gross income, which is used by lenders, and some land-

-

lords to determine a tenants =ligibility for a unit.

Methodology

The average tenants' income for each year was calculated,
assuming a 9.1% increase in income per year. This figure was
derived from the Census (1980) which showed an average increase
in income aof 9. 1% between 19&7 -and, 1930 In add;tlnn, the base ‘ “*=;
income used was taken Frcm the 198D Census, mhlch ;hnwed an L2t '
average tenants income of $13229 per year.

Once the yeariy.tenénts income was calculated. the "afforda-

ble monthly fént“ was calculated, based upon 30% of gross income,

and 25% of gross income. Thus, the Flgures are as Follows:

1978: 11115; 30% = 278/mo; 25% = 232/mu PR S
1979: 121263 30% = 303/mo; 25% = 253/mo S
1980: 13229; 30% = 331/mo; 25% = 276/mo
1981: 14433; 30% = 361/mo; 25% = 301/mo
1982 15746; 30% = 394/mo; 25% = 328/mo
(1983: 17179; 30% = 429/mo; 25% = 358/mo



This income was then plotted against the rents for the
apartmé;ts included in the data base. This was done for studios,
one and two bedroom épartments. Houses were excluded hecause
nlt was assumed that any trend reflected in-the less EXpEﬂSlVE

CRS G Te i el '.""__-
; unxts wnuld alsn he shumn for,the‘larger, mnne expen51ve UﬂltS-a'

Results

Even assuming the most conservative standard of affordability
(30% of gross income), apartments in East Palo Alto are becoming
less and less affordable tn'tenanﬁsi'.The data shows that while
most renters‘cuuid afford either a studio, one or two bedroom
apartment, in 1978, in 1983, this is not the case. Most renters
cannot afford a one or two bedroom apartment paying 30% of their
gross income. One can project that, assuming the income curve
and rent increase curve remain the same, studios will also bhecome
unaffordable in the future. MWhat this data points to is the
fact that most tenants are paying more than 30% of their income
for rent, which:;.is considered hardship by the mast conservative
standard of affordability, ‘..

Thus, one can state with a reasonable degree of sureness
that rent increases are negatively impacting tenants in East

Palg Alto.

Further Discussion

This methodology has some inherent biases that éhnuld be
addressed. Firstly, the assumption that tenants' income, on
the average, went up 9.1% per year does not reflect the effects
of the recessinn of the last few years. It is safe to assume

that since this is a predominantly blue-collar, minority community,

P




the impact of unemployment over the last 2 or 3 years has been
severe enough in this community to make the 9.1% increase in
income seem lnFlated. Thus, one can prnbably guess that .

incomes have I'J.SEI'L sluwer than '3»..1%!» a‘qdwthas#% Lha sltuatmn
N '""5';:‘54-« ¥ . i"1 Fiiss
in East Palo Altn is worse than this.

Alsoc, yhe 9.1% assumes that wages are keeping up with
inflation. In the past few years, the national trend has
appeared to be that income is lagging behind inflation, certainly
between the years of 1978 to 1981. Again, this would indicate
that tenants may be having even & harder time than these
gracshs indicate.

In order to get a more precise picture, more detailed
analysis would be warranted. Time did not allow for that

in this instance.
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