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RURAL DEVELOPMENT REPORT SOUNDS ALARM ON AFFORDABLE HOUSING 
Better communication and utilization of resources needed to avert crisis
Davis, CA – Improved communication and utilization of affordable housing resources are urgently needed to address “an ongoing rural housing and living cost crisis of affordability” in the Golden State, according to a USDA Rural Development report. USDA Rural Development State Director Ben Higgins said the report, Rural Housing at the Crossroads, explores problems faced by first-time homebuyers and offers policy makers a better understanding of the unique problems in one of the nation’s hottest housing markets.

“Rural Development and our many housing program partners around the state see first-hand the increasing challenge of helping low-income families realize the dream of home ownership,” said Higgins. “We hope this report focuses more attention on the growing problem of providing affordable rural housing in a state where home prices continue to soar into the stratosphere.”

 The report, authored by Assistant State Director Paul Lehman, examines the rising housing prices affecting rural communities, including higher construction, labor and insurance costs. The report notes that in contrast to the general notion of a population exodus from rural communities, a primary driver of skyrocketing rural California housing prices is a rapidly growing rural population with an influx of homebuyers from urban areas
“We have seen a surge of homebuyers moving from coastal areas into the Northern San Joaquin Valley and other interior rural locations,” said Lehman. “There has been a continued migration of people from other states to California, which has added to the rapid growth in the state’s population and greater pressure on our ability to promote affordable housing.”

Lehman said the cost of doing business in California has risen --- everything from workers’ compensation rates, insurance, construction costs, taxes, environmental regulations and fees, minimum wage rates and litigation.  

“All of these costs and many more have added to the cost of owning a home in the state. Rural residents have financial challenges when it comes to affording a home,” said Lehman. The issue is important to USDA Rural Development, which provided $167 million in loan, grant and 
-more-
Page 2 – Report Examines Affordable Housing

technical assistance in 2005 to low-income residents in California.  Rural areas for USDA Rural Development housing programs are generally defined as under 25,000 in population.
 Ben Higgins said the cost squeeze facing homebuyers also affects renters. 

“The same factors in escalating construction, taxes, insurance, labor and land costs apply to apartments as well as homes,” said Higgins. “USDA Rural Development offers rental assistance programs to help low-income renters bridge the gap between incomes and rising rents. It is becoming increasingly difficult to help developers build new rental units and for us to help with rental assistance.” 

The housing report notes that “Rural Development’s Rental Housing Direct and Guarantee Loan programs are now under even more pressure for increased funding on each project. It simply costs more now to put up an apartment building and the returns on those investments in rents and rental subsidies are not increasing at the same rapid rates.”


The report, while addressing problems and underlying factors of the state’s affordable housing crisis, offers recommendations, which range from improved communication in the housing community and policy makers, and better utilization of existing housing resources.


“The quick fixes are not there.  It is incumbent on everyone who has a stake in affordable housing in California, both in the public and private sectors, to work together to develop creative, effective solutions,” said Higgins. “Rural communities, like urban communities desire good schools, roads, infrastructure, safe neighborhoods and jobs. A critical component of any community is affordable housing and USDA Rural Development will endeavor to help play a role as long as the need exists.”


The complete 26-page housing report is available online at www.rurdev.usda.gov/ca.    
USDA Rural Development's mission is to deliver programs in a way that will support increasing economic opportunity and improve the quality of life of rural residents. As a venture capital entity, Rural Development has invested over $63 billion since the beginning of the Bush Administration to provide equity and technical assistance to finance and foster growth in homeownership, business development, and critical community and technology infrastructure. As a result, over 1.1 million jobs have been created or saved through these investments. Further information on rural programs is available by visiting the USDA Rural Development California web site at http://www.rurdev.usda.gov/ca.
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