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Geographic Measures of Shelter Affordability and Income Levels

The Spreadsheet

This spreadsheet is comprised of the following tabs:

* Home
e Condo
* Rental

* Recap House

* Recap Condo

* Recap Rental

e MLS

* Rents

* Median Income

* HUD Income Limits

The Home, Condo and Rental tabs are the information spreadsheets for Shelter Affordability. The three
recap tabs summarize Home, Condo and Rental respectively (occupation information comes from the
Bureau of Labor Statistics). MLS and Rents tabs contain reference information for Home, Condo and
Rental prices (local price information can come from many sources and each market must be researched
individually). Median Income is the information spreadsheet for Income Level Analysis. HUD Income
Limits contain reference information for Median Income. The entire analysis can be based on all
Metropolitan Statistical Areas (MSA), all states and some non-Metropolitan Statistical Area depending
on available information. The analysis can also be tailored to compare submarket sales and rental data
within a BLS area. For example, using the BLS regional Seattle area and then comparing sales and rental
submarkets including Seattle City, Pierce County, King County and Snohomish County or Hawaii State
BLS information compared to sales and rental submarkets of Honolulu County, Maui County, Kauai
County and Hawaii County.

Who is This Analysis For?

This analysis is a valuable tool for land planners, economist, business and industry, housing advocates,
government officials or anyone else who wants to learn about housing affordability and income levels by

occupation by geographic area anywhere in the country.
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Shelter (Home) Affordability

This analysis focuses on the job categories identified by the Bureau of Labor’s Occupational Codes within
a certain Metropolitan Statistical Area (MSA). Data available from the Department of Labor provides
industrial pay figures by occupation (jobs) by geographic area. Each occupation is broken into five
income strata by percentile, i.e. lower 10", lower 25", median, upper 75" and upper 90", Intuitively,
those compensated at the lower strata (lower 10" and 25”‘) are typically the younger, less skilled
workers likely new to their respective industry. The well compensated (upper 75" and 90™ percentile)
are the older, highly skilled and more experienced workers.

The measure of home and condo affordability is estimated by the number of salaries (jobs) of each of
the occupations that are required to buy a median priced single-family residence for each of the five
income strata. This analysis follows home and condo affordability for 2000, 2003, 2006 and 2009 both
numerically and by a percentage of the occupations.

Calculating affordability by occupation puts a sense of realism to this analysis. The reader has friends,
neighbors, and associates, likely knows how long they have been working and also knows the spouse’s
occupation. One of the theories behind using how many job holders required to own the median home
or condo is for comparison purposes to other markets by the same occupation (i.e. Seattle versus
Austin).

Many households in today’s society contain two or more wage earners; it is not uncommon in cases of
dual income families for one of the incomes to be higher than the other. A simple example: A Civil
Engineer has a spouse who most likely does not have the same occupation, but perhaps is a Bank Teller.
The combined income, in reality, is much lower than what has been shown.

The first of the baby boomers are now eligible for Social Security and beginning to retire. Exasperating
home affordability or lack thereof is the replacement of many of these older, well paid workers. Their
replacements will be by lower skilled workers that likely will be compensated at lower strata levels. The
real challenge is as homes become available for purchase, mostly from the baby boomer generation
(older workers downsizing), the younger worker (less skilled) will not be able to compete in a market
with better paid white collar workers. Many of these white collar workers are actually making more or
similar wages as older workers due to high sector labor demands mixed with smaller variances in skill
level. In some markets (i.e. Honolulu), very few of the highest paid workers can afford the median home
price.

This analysis can also examine different occupation sub-categories including Business and Financial,
Computer and Mathematical, Architecture and Engineering, Education, Healthcare, etc. to determine
shelter affordability within a certain occupation sub-category and can be further examined by white
collar, blue collar, etc.
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Following is a sample of the actual spreadsheet. The first section contains the BLS Labor Codes and

Names. The second section, also from the BLS, contains the income levels broken out by the 5 stratas
(10%, 25%, Median, 75% and 90%). The third section contains the year. The fourth section contains the
loan amount using the median home or condo price broken out by the 5 stratas. The fifth section is the

median home price and the final section represents how many job holders by occupation it takes to

afford the median house, condo or rental.
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The following section can be found at the far right of the spreadsheet and is used to calculate the actual

number of jobs that can’t/can afford the median home/condo/rental by the 5 stratas. The Affordability

Factor (user input) determines what threshold to use from the “Number of this occupation (PCT XX job

holders) it takes”. The numbers just to the right of the Affordability Factor (also user input) represent

the percentages of each of the 5 stratas within each occupation type. The first column of this section is

the number of jobs as reported from the BLS. The next section represents whether each of the 5 stratas

within a certain occupation type can afford the median home/condo/rental based on the user input

criteria. The next section represents the actual number of jobs that can’t afford the median

home/condo/rental by occupation type and strata. The last section represents the actual number of jobs

that can afford the median home/condo/rental by occupation type and strata.

1.75 Affordability Factor

Who Can Afford the Median Home

Total Jobs 10 PCT 25 PCT Median 75 PCT 90 PCT
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Yes
Yes

Yes
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Yes

01 015 025 025 025
Number of Jobs that Can't Afford the
Median Home

10 PCT 25 PCT Median 75 PCT 90 PCT

Number of Jobs that Can Afford the
Median Home

10 PCT 25PCT Median 75PCT 90 PCT

101 152 253 253 253
1,390 1,390 1,390

98 98

105 105 105

265 265 265

50 50

253 253

190 190 190

123 123 123

48 48
73 73 3
90 90 90

107 178 178 178
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Shelter (Condo and Rental) Affordability

Some have settled for condominium or apartment living which are still affordable to many dual income
working families. Though multi-family living may appear affordable to many working, in real world
terms, many families are still choosing long commutes for home purchases as single family living is more
conducive to family living. Multi-family living for families with at least two kids, pets, toys, bicycles and
noise is a difficult proposition. Multi-family living is really only appropriate for small families, like
couples with one or no children. Though multi-family living may not be a conducive choice for many
working families, it is worthy of some discussion.

Excluding high-end product, condominiums tend to range from as small as 500 square feet up to about
900 square feet, with some approaching 1,000 to 1,200 square feet. Similarly, the bulk of condominium
product tends to be in the one to two-bedroom size ranges with random studio and three-bedroom
units. The urban markets tend to have smaller units including studios while the suburban markets tend
to have larger units. Overall, condominiums, though relatively affordable, have followed the same trend
for measures of affordability as single family housing but on a delayed basis. Condominium analysis can
also be very specific to a suburban market, urban market or even a sub-market within an urban market
which may need to be addressed in this study.

In terms of apartment housing, for the most part, apartment rents have remained relatively affordable
over the past eight years or so. This pricing disparity has created a strong demand for rental units
especially in markets with high median priced homes and condos. Other demographic factors are also
contributing to the rental market including marrying later, smaller families and high divorce rate.
However, notwithstanding these economic factors, the pricing disparity between purchase and rental
will most likely equalize by increased rental prices, decreased home and condo prices or a combination
of the two.
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Income Level Analysis

This analysis examines the United States Bureau of Labor Occupation Codes within a certain
Metropolitan Statistical Area and shows how a family's income within a certain occupation code
compares to the Area Median Income established by the U.S. Department of Housing and Urban
Development (HUD) and subsequently, eligibility in State and Federal Housing Programs. The analysis is

broken into several sections:

The first section is the user input area. This allows the user to define the family size, how many wage
earners are in the family, and the percentage of income of the additional wage earners beyond the
primary (if applicable). Family size is necessary because Area Median Income is determined by the
number of occupants in the family; the larger the family, the more space required and consequently
higher income. The reason for the Additional Wage Earner Salary % calculation is that the norm in a
family with multiple wage earners is the primary makes the highest income and the secondary wage

earners make a percentage less than the primary.

The second section is broken into five income strata by percentile, i.e. lower 10th, lower 25”‘, median,
upper 75" and upper 90™. Intuitively, those compensated at the lower strata (lower 10" and 25th) are
typically the younger, less skilled workers likely new to their respective industry. The well compensated
(upper 75" and 90™ percentile) are the older, highly skilled and more experienced workers.

The third section (color coded) compares the family income (based on user input for size and wage
earners) to the HUD Area Median Income by percentages. Therefore, if the % is less than 100%, the
family would be making less than the HUD Area Median Income. If the % is greater than 100%, the

family would be making more than the HUD Area Median Income. The specific color-coded data

represents the HUD income levels.

The last section sums all occupancy codes both in a chart and graph format.
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What Does This All Mean?

This analysis is going to have a different meaning for every audience. It can represent opportunity or
need for the development of affordable or workforce housing. It can represent what types of
occupations can afford to live in a certain area or on the other hand, what types of occupations can’t
afford to live in a certain area. It can represent what has been occurring in affordability over a certain
period of time. It is also possible to add additional information such as local employment projections to
increase the scope of the analysis for land use planning. These are just a set of basic examples, but with

the breadth of information contained herein, the possibilities are endless.

Due to the endless amount of possible information contained in this spreadsheet we welcome all
feedback, criticism and thoughts. Our ultimate goal is to provide this information in an easy to use
format so that any audiences will gain insightful, relevant and usable information.

This original analysis was created and developed by Charles Wathen and Robert Lubeck for Housing
Hawaii, a non-profit housing advocacy group based in Honolulu Hawaii. Please direct all comments and

questions to:

Charles Wathen Robert Lubeck
(808) 348-2228 (303) 903-9600
cpwathen@aol.com roblubeck@yahoo.com
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