CITy.

R3.2 Create a refocation assistance fund.

Create a fund to provide relocation assistance for tenants who must vacate slum
properties. For example, when the owner is required by law to pay relocation assistan
and doesn't, the City would pay the relocation assistance and then get a lien on prope
for the amount paid plus a panaity.

R3.2.1 Research programs in other cities, such as Sacramento, that have
relocation assistance funds for slum properties that are being vacated.

R3.3 Prevent homelessness when slum properties are vacated.

In an effort to prevent homelessness when slum praperies are vacated, enlist City an
County departments responsible for building closures te develop procedures for timely
notification of closures to tenants and to governmeant and nonprofit agencies that provi
housing and social services to displaced tenants (LAHD, Los Angeles Fire Departmen
Department of Building and Safety, Los Angeles City Attorney Nuisance ang Slum
Abatement Programs, County Department of Health Services ang others as
appropriate).

R3.3.1 Create a rapid response tearn for building closures,

Designate a rapid response team to notify tenants of impending building closures,
counsel them on their rights under the law, and screen them for needs related to findin
new housing. Investigate the possibility of obiaining emergency, temporary rental
assistance vouchers (80 days) to assist tenants in relocating.

R3.4 Create a City relocation loan program.

Create & relocation loan program to assist owners with relocation assistance when
evicting tenants to rehabilitate properties. in exchange for the loan, property owners
would have to agres to sign a regulatory agreement making a portion of the units in th
building permanently affordable to low-income tenants without overcrowding.

R3.5 Develop a source of funding for the loan and relocation assistance progra

The possible sources of funding for the loan and relocation program include a linkage
fee on commercial development, the City general reserve fund, the code enforcement
penaity set-aside among others.

R 3.5.1 Track and actively support the development of state lagislation to create
relocation assistance fund available to tenants displaced from buildings being
vacated due to severe, life-threatening code violations.

Require replacemant of affordable housing when such housing is demolished for civic
and civic-approved projects, such as new schools, commercial and entertainment
centers, monumants, etc. Additionally, when affordable and rent stabilized housing is
dermolished to build market rate housing, regquire the developer to set aside & percenta
of new units for low-income tenants or pay in-lieu fees to develop affordable housing
(See Funding 2.1).

R4.1 Propose legislation to reduce the time that substandard properties remain
delinquent tax rolls before they can be offered for sale.

The County should authorize the sale of tax defaulled properties at less than the amo
of the tax lien to buyers willing to sign long-term affordability covenants..

R4.3 Provide tax relief to new owners of tax delinquent properties who agree to
make units affordable.

who purchase slum properiies with large tax liens. This relief would be conditioned on
regulatory agreement requiring rents to be affordable to the poorest tenants without
overcrowding.

R4.4 Require bank receivers of slum property to notify the court of serious
habitability violations that cannot be addressed without the investment of
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additional funds.

Prapose state legistation 1o reguire bank receivers of slum property to notify the court
serious habitability violations that cannot be addressed without the investment of
additional funds. Require the court to take appropriate action (i.e., the bank ar owner
would be required to lend meney to address conditions or lerminate or place a time §i
on the receivership),

R4.5 Develop a replacement policy for demotition of affordable rental housing.

Research current City polices on replacement housing and develop & policy to ensure
one-to-one replacement of affordable rental housing when housing is demolished due
civic projects, such as building schools, commercial and entertainment centers, etc. T
policy should include a requirement that replacement housing meet (he needs of the
families that are being disptaced.

R4.5.1 Use inclusionary zening to ensure replacement of demolished affordable
units in market rate residential construction.

When affordable and rent stabitized housing is demolished to bulld market raie housin

require the developer to set aside a percentage of the new units for low-income tenant
or pay in-lieu fees to develop affordable housing.

R4.6 Monitor development of new schools and civic projects to minimize
demolition of affordable housing and require replacement housing for civic
projects.

Create a new positicn or committee within the LAHD to track and ensure that civic
projects do not result in affordable housing loss. The Rental Housing Subcommittee is
particularly concerned about the Los Angeles Schoo! District's (LAUSD) plans to creat
150 new schoois in residential districts and about the proposed City of Angels praject i
downtown Los Angeles, Both plans include sites with rent stabilized housing. LAHD
should encourage consideration of sites that minimize the loss of affordable housing. |
housing is demolished, there must be a corresponding replacement of affordable
housing.

LR

R5.1 Prepare a status report on the Systematic Code Enforcement Program.

By July 2000, instruct LAHD to prepare a stalus report on both the Systematic Code
Enforcement Program (SCEP) since its inception, and the complaint driven program
since s transfer to LAHD from the Department of Building and Safety. The status rep
should include a discussion of coordination between the two programs.

R5.2 Create incentives to retain code enforcement inspectors,

Research and develop incentives to attract and retain inspectors who are leaving LAH
to take less demanding positions with equal pay with the Department of Building and
Safely. include a review of inspectar safety concerns that may be causing some
inspectors to leave.

R5.3 ldentify funds to continue the Systematic Code Enforcement Program.

[dentify a source of funding for the continuation of the Systematic Code Enforcement

Program {SCEP}) if the City appeal of the Court decision in the iawsuit by the Apartma

Association of Greater Los Angeles (AAGLA) is ultimately unsuccessful. The Court rul

that the fee charged by SCEP is subject to a public vote under the provisions of

Eroposition 218. The appeal has been accepted for review by the California Supreme
ourt.

LT [

Increase the incentives for owner investment in the development and rehabilitation of
affardable housing and make finance more available including. The types of available
finance should include iow and no interest loans, City bond financing, tenant subsidies
tax credits, property tax exemptions, and waivers of construction permif fees. R6.1
Encourage private sector lending to rehabilitate slum properties.
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Encourage the Mayor to work with the banks participating in the Lender's Summitio
provide loans, particularly much needed micro-loans, to help rehabilitate slum properti
and to purchase smaller multifamily properties in problem arsas.

AN SERTIRICA e, B

Staie law currently requires that rental properties with 16 or mare units must have 2
resident manager on site, but there is no requirement that resident managers be certifi
in rental and fair housing laws. Many violations of law occur due to a resident menage
lack of knowledge of these laws and of the requirements for legal notice. This lack of
knowledge is detrimental to both tenanis and apartment owners. Certification program
shouid be available at low cost (possibly through community colleges and adult school
to develop a qualified pool of employees.

LATH

R2.1 Provide funds or loans to property owners who are willing o make 25
percent of their units accessible for people with disabilities and to make half of
the accessible units affardable to disabled individuals on SSI.

Provide funds or ioans for owners of existing decent and afiardable muftitamily units w
are willing to make 25 percent of the units accessible and/or adaptable for people with
physical disabilities and at least 50 percent of those at rents affardable to disabled
individuals on SSI {Supplemental Security Income) which is about $8,000 per year. Su
rents would need to be $200 or less per month for an individual.

R8.2 Create a joint effort between the Department on Disability and the Housing
Department to provide information on accessible housing in general and in
particular, accessible housing affordable to individuals on SSI (Supplementai
Security Income).

R8.2.1 Create a current list of accessible and adaptable units.

SUrvey and create a current I8t of accessibie and adaptabie units in the City. This fist
be used to help people with disabilities find accessible dweliings. Consider working wit
the County to develop a City-County database.

R8.2.2 Include group homes for disabled persons in new programs and in
research studies undertaken to prevent loss of units. Ensure that newly
constructed housing is programmatically and architecturally accessible for
people with disabilities.

RE.2.3 Inciude relevant legal and nonprofit agencies in joint efforts affecting
housing for people with disabilities.

RS.3 Ensure review of accessibility compliance during plan check and new
construction building inspections.

Direct the Department of Building angd Safety to check new housing davelopments for
compliance with accessibility requirements. Create incentives, such as fee reductions,
encourage landiords of multifamily units to make a certain percentage of units access
{o disabled persons when properties are renovated. Make a greater effort to educate
developers and apartment owners about the City's existing Affordable Housing
incentives Program which offers a 25 psrcent density bonus option requiring fewer uni
than the state law if the units are accessible to and affordable for disabled individuals
and families dependent on S31 (rents about $200 per month).

LECRT NS

L H TR
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When the Housing Authority's waiting list was finally opened in 1698, 153,000 families,
10 percent of all the City's households, signed up, The waiting fist is now 10 years lon
It is critically important that the federal government expand the City's allocation of
Section 8 subsidies to ensure that the City's residents can afford decent housing.

e

FRIENT T PURELE O
VIR CGRIAMAMOE AND O

t AHD's work raises so many legal issues that have {o be addressed by a City Attarna
that a city attorney should be permanently assigned to the department. This will ensur
that all civil meatters arising out of rent stahilization and ather housing department
operations will be addressed in a timely manner by an attorney who is expert in housin
iaw.

s

BASIC RESEARCH SUBCOMMITTEE

Summary of Recommendations

BR1  COMPLETE AND ADQPT THE CITYWIDE HOUSING POLICY

Gp2 CREATE A RESEARCH LUINIT

RBRY?.1 Create an LAHD "Rapid Response” data analysis system.

BR2.2  Conduct research for the Rent Stabllization Divislon.

BR3 RESEARCH ZONING BARRIERS TO THE DEVELOPMENT OF AFFORDABLE HOUSING

BR4  EVALUATE POLICY ALTERNATIVES TC ENSURE ADOPTION OF EFFECTIVE POLICIES AND

PROGRAMS

BRA  EVALUATE LAHD DESIGN GUIDELINES FOR CONSUMER SATISFACTION AND COST
EFFECTIVENESS

a5t Conduct a consumar satisfastion survey.

Br3.2 Conduct a cost-benefil analysis of design mandates such as garden-slyle aparimenls,
BRY.

e

Review LAHD's written guidelines and revise based on findings of surveys and literature review.
BR7.4  Assess compliancs with and effactivenass of the accessibility and adaptability guidelines

HSR6 NOTIFY AFFORDABLE HOUSING GEVELOPERS WHEN PUBLICLY OWHNED SITES ARE MADE
AVAILABLE FOR PURCHASE

aRr7 MONITOR IMP EMENTATION OF COST EFFECTIVE ENVIRONMENTAL PROGRAMS FOR HEALTH
HOMES AND SUSTAINABLE BUILDING THAT COULD BE ADOPTED IN LOS ANGELES

Bre EVALUATE THE PERFORMANCE OF ALL CITY-FUNDED HOUSING PROGRAMS

The Los Angeles Housing Department (LAHD) oversees the annual expenditure of ab
$45 miliion in housing production funds. In 1898, LAHD financed 20 percent of all new
units constructed in the City and half of ail multifamily construction. This makes LAHD
major player in the City's housing market. Many of the actions that might be taken to
alleviate the City's crisis of housing affordability rely upon LAHD for implementation. T
department's ability to act swiftly and decisively in this crisis depends a great deal upo
the quality of information at its disposal, and on the extent to which its actions are guid
by a comprehensive housing palicy.

When designing new programs, the Housing Department needs current information on
housing market conditions, income, and other factors affecting the City's residents. it i
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not enough to rely on decennial Census data to monitor housing conditions in the City.
This data is out of date aimost as soon as it is released and as time goes on projectio
from this data become more and more inaccurate. Furthermore, current data on the
City's housing market are absolutely critical to the Rent Stabilization Division's ability t
administer the Rent Stabifization Ordinance and to the City's abifity to adopt policy
initiatives needed to ensure an adequate supply of affordable rental and owner housin
Therefore, LAHD needs to collect data on an ongoing basis and enter it into an
integrated databasa that can analyze a wide range of housing and demographic
variables.

Palicy and program planning and implementation rely upon accurate data about the
City’s housing stock, about social and economic conditions in the City and the
performance of the City's housing programs. LAHD often has to react quickly to palicy
initiatives at the state or federal level that affect the City's housing conditions.
Cooperation from those City agencies that also provide housing (Community
Redevelopment Agency, Housing Authority of the City of Los Angeles and the Los
Angeles Homeless Services Authority) is essential.

As a major financier of affordable housing, the City is able to impase guidelines for uni
and building design and materials cost and guality. Even when these are based on we
accepted principles, the department must survey the tenanis who live in these building
to discover how they are affected by the design and materials and survey developers
and contractors on the costs in time and money of adhering to the guidelines. Without
this essential feedback, the Gity cannot know whether its housing programs produce
projects that are efficiently built to meet the needs of the residents.

tis clear that LAHD needs to maintain a fully-staffed Palicy and Planning Unit and
reestablish an active Research Division to respond to the many challenges facing the
City and its residents.

IR SPSAGTAN NUUTL A IS L LR VUMD v TUTEAESLA Licllpgon T 0
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The development of a citywide housing policy is cne of the principal responsibilities of
the Affardable Housing Commission. This policy is in draft form and should be complet
and adopted.

Ak I

SEIMTY
Fiaal L

BR2.1 Create an LAHD "Rapid Response" data analysis system.

Create a template/format tor data analysis wnere new information can be assessed
automatically to provide immediate analysis. Hire staff dedicated to this purpose. The
template will require the design of a system for collecting and analyzing housing data
that allows LAHD to track housing conditions and make program recommsndations to
meet changing cenditions. The following data sources shouid be considered for
incorporation inte the systam:

Census data

Amarican Housing Survey

Citywide affordable housing units with the subsidy program expiration detes
City data (HOPWA study, code enforcement data, LAHSA, CRA, HACLA)
Homeless count (source: Shelter Parinership)

Code Enforcement databases

LAHD program performance

BR2.2 Conduct research for the Rent Stabilization Division.

Conduct ongoing rescarch tor the for the Rent Stabilization Division by designing a
system that gathers and analyzes data on rent stabilized units. This will enable LAHD
monitor the effectiveness of the rent stabilization program. Make the data available on
the City's website,

Exampies:
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» Rent slabilized rent surveys - to monitor how much tenants are actually paying
rent in Los Angeles

s Asked-for rent surveys - which provide information on market-rate rents

» Analysis on household income of rent stabilized units.

» Vacancy rates across the city (provided by DWP and avaiiable on LAHD's web
site}

= New construction data citywide {provided by Building 2nd Safety and available
the Planning Department’s web site)

s Yearly changes in the Consumer Price Index

e Demalition data on residential units {provided by Building and Safety)

LAHD should conduct engoing research on barriers in the zoning code to the _
development of affordable housing and identify changes acceptable to the community
that would remaove barriers to housing development or rehabilitation,

The Planning Departrnent has identified underutilized commercially zoned strips as
areas where affordable muiti-family housing couid be developed. Immediate research |
needed on the adaptive reuse of vacant and underutilzed commercially zoned properti
outside downtown toc remove barriers to residential conversion. Downtown's [oft
conversions should be used as a model in developing standards to the extent applica
In adaptive reuse programs, the grandfathering in of existing nonconforming uses is
essential to ensure that projects are not made infeasible by the application of current
parking requirements and other requirements to an existing building.

The city should explore the sale of air rights in residential areas using the model of

Downtown's sale of air righis to increase density for specific buildings without increasi
overali city or neighborhood density. For example, a single family home owner on a lot
zoned for muitiple dwellings could sell air rights to a nearby affordabte housing buiidin

Lok

4

The City redesigns existing programs and deévelops new initiatives in response to
changes in the economy and local, state and federal policies. For exampie, in the cas
of distressed properties, the challenge for locai government is how to best assist
developers of affordable housing to secure and restore these properties. The possible
options for selutions include receivership programs and auctions of tax delinguent
properties. How can local government best assist developers of affordable housing to
secure and restore these properties?

Another exampla of the need for evaluation of program aiternatives can be found in th
issue of barriers to housing rehabilitation. LAHD current funding policy prioritizes
purchase and rehabilitation rather than new construction. But there are many barriers
successful rehabilitation of clder housing that must be addressed and mitigated. Thes
include: (1} overcrowding, (2} relocation costs, {3) unit reconfiguration (for the populati
that will live in the building), (4} environmental hazards (lead and asbestos), (5) seismi
reinforcement, and {8) existing substandard building code notices.

LRETa

BRS5.1 Conduct a cansumer satisfaction survey.

LAHD's design guidelines were developed to enhance neighborhoods by creating well
designed, quality homes, but no formal "satistaction survey” has been conducted of
residents in these buildings. Tenants and managers of housing developed with LAHD
funds should be surveyed about the quality and utility of unit design and common spac
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featuras such as the community room, open spaces, placement of laundry rooms and
other features.

BR5.2 Conduct a cost-benefit analysis of design mandates such as garden-style
apartments.

LAHD guidelinas promote garden slyle apartments and impose many other requireme
on contractors and developers. However, these designs may not be the most cost
effective given funding constraints, iand availability and densities of development. A c
study should be conducted that includes & survey of developers and contractors and
review of the department's project records. This information should be compared with
consumer satisfaction studies to defermine both the cost and the benefit of guidelines.

BRS5.3 Review LAHD’s written guidelines and revise based on findings of survey
and literature review.

Review current published design guidelines and best practices manuals and revise
LAHD's design guidelines based on the consumer survey, cost effectiveness study an
iiterature review. The documents reviewed should include: Architectural Design
Guidelines, Crime Prevention Through Environmental Design-Design Guildelines:
"Design Out Crime,"” Good Neighbars, Housing That Supparts Stable Communities, Fi
Home Guidelines far Building LA's Small Sites and the City's current palicies and NOF
requirements.

BR5.4 Assess compliance with and effectiveness of the accessibility and
adaptability guidelines.

[ is crucial to undersiand whether accessbiity and adaptabiity guidelines are being
followed and whether they work for disabled occupants,

A S VI T S R

Establish a standardized mechanism to notify affordable housing developers when sit
suitable for residential development that are owned by the City of Los Angeles and oth
public entities, such as the Los Angeles Unified School District, the Department of Wat
and Power and others become available for purchase.

oAk 1

LAHD should monitor pilot programs and experiments for more cost effective
environmental programs, For example, Esperanza Cemmunity Housing Corporation a
Strategic Actions for a Just Economy {SAJE), are conducting a pilet pragram of the
Healthy Homes concept and its incorporation of Section 3 local hiring jobs within the
local community. Examples of Healthy Homes programs include: education on the hea
effects of maids in damp living quarters, childhood asthma and its relation to vermin
infestations, and chipping and peeling paint and the effects of elevated blood lead leve
in early childhood development. There are also a number of sustainabie building
E\ractilces that should be evaluated for adoption by affordable housing programs in Los
ngeles.

LRI

Regular evaluation ensures that City housing programs deliver prompt and effective
services to meet the City's housing goals. The programs that shouid be evaluated
include, new construction and rehabilitation programs, homeownership programs, the
Handyworker program, Neighborhood Preservation and Recovery programs and tha
Targetaed Neighborhood Initiative. Consult developers, contractors and others on the
timeiiness and accuracy of foan commitments, ¢lesing and processing including the
payment of construction draws and consulting contracts. The timely cempletion of
regulatory agreements shauld also be evaluated.

Include among other items reviewed, the total number of units funded, affordability to
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residents, rate of payback on lpans and the long-term benefits of the use of LAHD fun
MATRIX

The attached matrix lists the various daia rescurcas cited in the recommendations.

PRt

|

ECONOMIC DEVELOPMENT
SUBCOMMITTEE

Summary of Recommendations

Bt HELP THE WORKING POOR INCREASE THEIR INCOME

ED1.t Assess curent public job training programs to determine effectivenass and adeguacy o serve more
paoplse.

EDM.2 Conduct an outreach pragram o prospective smployers and employees.
EDZ EDUCATE THE CITY'S WORKERE

EfRA The City must ensure that fiteracy and English as a Second Language programs are available for all
warkers who need them,

ED2.2 The City must saak all federal programs available to help immigrants acquire employable skille.
E02.3  Vaslly improve the city's primary and secondary sducation system.

EDZ  LAUNCH A CITYWIDE INFORMATION AND EDUCATION PROGRAM

The City's crisis in housing affordability arises largely out of the widening gap between
wages and housing prices. During the last 20 years, Los Angeles’ economy has been
restructured from a manufacturing economy rich in industrial and aerospace jobs to a
service sconomy with well paid professionals on one side of the wage scale and low
wage data entry clerks, janiters, cooks, and teacher aides on the other side. With a
booming economy, the problem for workers isn't unemplioyment, it is earning encugh t
afford the City's rental housing without paying half or more of income in rent.
Manufacturing jobs haven't disappeared, but they have changed their nature, from hig
wage unionized jobs in auto and tire factories to $10 per hour jobs in furniture, comput
and other assembly plants. In the construction industry, unionized workers eamn high
wages and good benefits but most residential censtruction in the City is non-union wit
painters, roofers and laborers earning about $10 per hour without benefits, Child care
\r.:vorkers only earn seven or eight dollars an hour. Beginning teachers earn about §12
our.

Hcusing costs have risen much more rapidly than wages. This year in Los Angeles, th
“fair market rent” recognized by the U.8. Depariment of Housing and Urban
Development is $766 per month for a two-bedroom apartment. In order to keep housin
costs within 30 percent of income, a national standard for affordability, a worker must
earn §$14.90 per hour, or $31,000 per year. A minimum wage worker only earns $13,5
per year and even the beginning teacher only earns $25,000 per year. High housing
costs restrict the family's capacity to purchase other essential goods and services. Th
1990 Census found that 92 percent of all low-income renter households were paying 5
percent or more of their incomes for rent. These 162,600 households made up 15
percent of all City households in 1990,

The use of public subsidies to make housing more affordable helps both renters and
owners. All home buyers take advantage of the income tax deduction for mortgage
interest. Only a portion of alf renters are both eligible for and able fo receive a rental
subsidy. So the salution to high housing costs for renters is two-fold, These household
need greater access to affordable housing but they also need help to increase thair
earnings. In a survey of employers about the skills of entry-level employees, basic
English was identified by 41 percent of employers as a skill lacking at the snlry level.

Low wage workers also need to increase their technical skills. As computers are more
and more integrated inio our daily lives, auto mechanics, sales clerks and teacher aid
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all need 1o understand this techriology. Nearly all office jobs require competence in
computer operation. Even assembly jobs may require the use of a computer to read
shop drawings or manuals. Good English skiils and wel! designed technical education
programs are the keys o enhancing warker incomes.

Affordable housing is a crucial factor in the City's expanding economy. Without
affordable housing for its workers and programs to enhance worker skills, the City's
economic growth may falter.

LN

Higher paying jobs increase the ability of Los Angeles residents to pay higher rents an
also stimulate the production of new housing units. But better-paying jobs require skill
and well-trained workers. The majority of workers who now comprise the City's workin
poor lack the skills and education to get high-paying jobs.

ED1.1 Assess current public job training programs to determine effectiveness a
adequacy to serve more people.

The current employment and )ob training programs of the City may need (o be expand
to fili the needs of a growing workforce. Quantitative need for such programs must be
idenéiﬁed to develop more far-reaching programs equal to the needs of the City=s
residents.

ED1.2 Conduct an outreach program to prospective empleyers and employees.

Siatistics show that there is a lack of awareness and overail acceptance of the service
of the Employment Development Department {EDD) and the One-Stop Centers. The
services are provided for free, the labor pool is broad, and training can be used o
enhance skills to match emplayer needs. Through an educational outreach program,
both EDD and One-8tap Centers must implement an ongoing and focused marketing
effort to become recognized resource centers for emplayer recruiting and training nee

Mo

ST

Between 1990 and 1998, 900,000 immigrants from all over the world moved to Los
Angeles County, an average of 113,000 people per year. More than 84 different
languages are now spoken in the City and County. For those immigrants wha join the
workforce, mastery of spoken and written English is a critical skill and shouid be includ
in all worker training programs serving immigrant workers. Low wage workers also ne
opportunities to learn a wide variety of technical skills to imprave their earning canaci
In order to enhance its resources, the City should seek funds from all pessible source
to educate its workers.

ED2.1 The City must ensure that literacy and English as a Second Language
programs are available for all workers who need them.

ED2.2 The City must seek all federal programs available to help immigrants
acquire employable skilis.

ED2.3 Vastly improve the city's primary and secondary education system.

The pubiic schoo! system has the responsibiiity for providing basic educational skills,
including reading and basic mathematics, and shouid use more of its resources on the
ohjectives.,

b

There is good reason 1o believe that the majority of the general public is unaware of th
extent to which both middle and low-income households are affected by the shortages
affordable housing. Solving the shortage of affordable housing will be very difficult
without public suppart.

ED3.1 Educate the City's residents on the need for affordable housing.
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The City must launch a program to educate its residents on the need for afferdable
housing for both low and middie income heuseholds and demonstrate that this housin
can enhance, rather than detract from neighborhood guality and stability. The educatio
program must be engoing to be effective (See also 8.1, 8.2 and 8.3 in the Land Use a
Planning Subcommittee Recommendatians).

Ao Ny
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The Other Los Angeles

EXECUTIVE SUMMARY

Les Angeles for many people evokes scenes of Hollywood giamour and a luxurious life by the
beach. But millions of residents know the other L.A., where work does not even guarantee
decent pay and good health care, let alone SUVs and swimming pools.

Indeed, one in four workers in Los Angeles County is poor, defined in this report as gualifying
for government assistance. Over one million Angelenos were among the working poor in the
late 1980s (an average of 1987 and 1999 survey data): janitors, maids, teachers, health
praciitioners, sewing machine operators, actors, parks and recreation workers, parking lot
attendants. While overall employment in Los Angeles increased by only 2 percent during the
1990s, the number of working poor, as defined in this report, increased by 34 percent. (In this
report, “Los Angeles” refers to the County unless otherwise indicated )

In spite of thase trends—or perhaps because of them—|.os Angeles has generated some of
the most innovative responses to the problem of low-wage work and working poverty.
Community-based organizations are exposing illegal working conditions at restaurants in
Koreatown; a revived labor movement organized 90,000 new members in 1999 alone; a local
coalition of community groups, clergy and labor unions worked to pass a living wage law for
the City of Los Angeles and Los Angeles County. if Los Angeles epitomizes the problem of
working poverty more than any other metropolitan area in the United States, it also points us

towards solutions for the 215 century.

Defining Poverty for This Report:
A More Realistic Assessment of Need

The official Federal Poverty Level has been widely criticized for substantially understating the
heeds of families, thus resulting in underestimates of the extent of poverty. By this federal

measure, a family of four would be considered poar only if they had an income of iess than
$16,700 in 1998.

In this report, we have set a more realistic, “needs-based” poverty threshold, hased on two
criteria; the income levels at which families are still eligible for government anti-poverty
programs, and the actual cost of living in Los Angeles. We have determined this threshold to
be 200 percent of the Federal Poverty Level.

Accordingly, the working poor are defined here as individuals with a total family income below
200 percent of the Federal Poverty Level. (For a family of four, this was $33,300 in 1998) A

working poor family must have at least one member who reported income from work in the last
year.

Poverty and Economic Inequality Are on the Rise in Los Angeles
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In spite of the economic recovery, poverly in Los Angeles is worse than it was in 1990.
Since the mid-1990s, Los Angeles has added 384,000 jobs and cut the unemployment rate
from a high of 9.8 percent in 1293 tc a low of under 6 percent in 2000. Nevertheless, over the
1990s, poor families rose from 36 percent to 43 percent of the population in Los Angeles, and
now account for some 4.1 million residents, according to our needs-based poverty threshoeld.
In the next recession, half of the residents of Los Angeles couid be considered poor by our
poverty threshold, which means they would be eligibie for government anti-poverty programs.

The official Federal Poverty rate, a more dire assessment of need, also rose over the 1990s in
Los Angeles, from 16 percent in 1990 {e 24 percent in 1995, falling to just under 20 percent by
the late 1990s. Poverty as defined by both measures is significantly higher—and increased
more during the 1990s—in Los Angeles than in California as a whole. Meanwhile, the Federal
Poverty rate in the United States declined slightly over the past decade.

The stereotypical view that people are poor because they do not work is discredited by
the evidence in this study. In the late 1990s, 64 percent of ail Los Angeles' poor adults and
children, as defined by this study’s poverty threshold, lived in a household in which af least
one member worked full-time. This proportion is greater than it was in 1990 (60 percent), and
is greater than the current percentage for California as a whole (58 percent). Almost half of
adults below our poverty threshold worked. A greater share of poor adulis in Los Angeles work

today than did in 1990, and a greater percentage of poor adults work in Los Angeles than do
in California as a whole.

Inequality is worsening as most of the increased income and wealth from the new
economy is accruing to a small group at the top. During the 1990s, inequality between the
top 20 percent and the middle 20 percent of earners in Los Angeles grew significantty. In the
late 19890s, the richest 20 percent of Angelenos earmed almost four times what the middle 20
percent earned, an increase of 17 percent from 1990. Our analysis looks solely at income from
work and does not measure wealth inequality, which is also growing at a rapid pace
nationwide. Nationally, the net worth of the top 1 percent swelled by 17 percent (when
adjusted for inflation), while the bottorn 40 percent lost an astounding 80 percent of their net
worth. In 1997, the top one percent of US households owned 40 percent of the nation’s
wealth, This polarization of rich and poor is starkly evident in Los Angeles.

Who Are the Working Poor in Los Angeles?

The working poor in Los Angeles are increasingly middle-aged. During the 1990s, the
number of working poor in Los Angeles ages 36 to 50 rose over three times as fast as the total
number of workers in this age group. This trend is particularly dramatic considering these are
the years when many workers reach their full earnings potential.

The vast majority of the working poor work full time. Seventy-seven percent of the working

poor in Los Angeles work full time, only slightly less than the 83 percent of all employed
persons who work full time.

People living in two-adult households with children are the most likely to be members
of working poor families in Los Angeles. About 45 percent of people in such households
were members of working poor families, compared to 33 percent in California. Members of this
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group in Los Angeles totaled 2.4 million in the late 1990s, 80 percent of the three million
people in working poor households.

Though the working poor in Los Angeles come from many backgrounds, Latinos are

— over-represented, While Latinos make up 40 percent of the Los Angeles workforee, they
account for 73 percent of the working poor. In every industry and occupation, Latinos
constitute a far greater proportion of poor workers than their proportion of the general
workforce. The number of working poor Latinos rose fwice as fast as the number of Latinos in
the labor force in Los Angeles in the 1990s.

Foreign-born non-citizens are more likely to be among the working poor. Sixty-three
percent of the 1.1 million warking poor in Los Angeles are foreign-born non-citizens, although
they represent only 31 percent of the workforce.

Working poverty in Los Angeles is striking those with less education harder. Nearly
seven out of ten people in Los Angeles with no high school education were working poor in the
late 1990s. The chances of being working poor increased substantially during the 1990s for all
groups with a high school degree or less.

The Changing Economy Is Generating More Working Poor in Los Angeles

The rise in working poverty is linked to changes in the Los Angeles economy over the
past two decades, including the increase in service sector jobs and the decline in
turable manufacturing jobs.
Employment in the service sector {e.g., motion pictures, business services, health care, hotels)
has increased by almost 50 percent over the past 15 years, creating both well-paying and

— poor-paying jobs. While manufacturing employment as a whole has declined—and has
suffered particularly from large losses in such high-paying industries as aerospace—Los
Angeles remains the largest manufacturing center in the country. Lower-paying, non-durable
manufacturing industries, such as garment and food processing, have experienced moderate
growth since the 1980s. Finally, the relentiess expansion of the retail and restaurant industries
led to the largest increase in working poor jobs of any sector.

Workers employed in manufacturing and service jobs are more likely to be poor in Los
Angeles than in the U.S. One-third of Angelenos who work in manufacturing are poor, as
opposed to 16 percent nationally. Similarly, 51 percent of workers employed in the personal
service sector in Los Angeles are among the working poor, as opposed to 31 percent in the
country as a whole.

The following industries account for 80 percent of the working poor in Los Angeles:

2 Manufacturing: 245,000 working poor, with over 90,000 in the apparel industry alone.

@ Retail: over 218,000 working poor, with restaurants and bars empioying about half of this
group.,

@  Professional Services: 136,000 working poor, with 53,000 in education and 46,000 in
hospitals and medical establishments
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@ Personal Services: 98,000 working poor, including hotel workers and domestics.

p  Business Services: 93,000 working poor, including janitors, security guards, and temp
agency workers.,

@ Construction: 80,000 working poor.

Low pay, rather than part-time work, contributes more to low earnings among the
working poor. In each of the five industries that together account for 63 percent of all the
working poor in Los Angeles, part-time workers account for no more than 25 percent of the
workforce. Part-time employment of the working paor is significant in perscnal services and
profaessional services, however.

Seven of the ten fastest growing occupations in Los Angeles pay an average of less
than $8.50 an hour. The rapid creation of low-paying jobs suggests that improving education
alone will not solve the problem of working poverty.

Low Rates of Unionization Contribute to Working Poverty

Unionization rates are lower among the working poor than they are among

higher-income working people. In the late 1990s, 4 percent of Los Angeles’ working poor

were covered by a collective bargaining agreement ccmpared to 22 percent of other workers.

In addition, the average income of uniorized workers in Los Angeles was 20 percent greater
— than that of non-union warkers.

Rates of working poverty are lowest in industries that have high rates of unionization,
such as transportation and public administration. Similarly, rates of working poverty tend
to be highest in sectors that have low rates of unionization, such as retail and personal
services. However, rates of working poverty are considerable in construction despite high

rates of unionization, indicating large disparities between union and non-union pay scales in
that industry.

Working Poverty and the Crisis in Health Care

Poor workers in Los Angeles are more likely to lack health benefits than are the
working poor in the rest of California and the U.S. Fifty-nine percent of Los Angeles’
working poor do not have health care coverage. Half of poor workers who lack health

insurance have children, suggesting dire consequences for many families. Low rates of health
insurance span all industries.

Los Angeles trails the state and the nation in the rate of employer-provided heath
insurance . Most health insurance is provided through employers. But employer-provided
health insurance covers only abeout half of Los Angeles’ warking age population, compared to
66 percent in California as a whole and 68 percent in the United States.

Unionized workers have high rates of health care coverage. Eighty-eight percent of Los
Angeles workers who are covered by a collective bargaining agreement have heaith
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insurance. Los Angeles’ non-union workers, who comprise more than 80 percent of the
workforce, are less likely to have health care coverage than their han-union counterparts in the
state or nation.

Los Angeles’ uninsured are more likely to be employed by small firms, yet a surprising
number of large firms also employ uninsured workers. |n the largest firms (over 500

workers) in Los Angeles, some 42 percent of working poor employees do not have health
insurance.

Latinos are over-represented among those in Los Angeles lacking health insurance.
Latinos comprise 61 percent of those lacking health insurance in Los Angeles, even though
they account for only 42 percent of the county's working age poputation. Latinos constitute 78
percent of the uninsured waorking poor, even greater than their 73 percent share of the working

poor. Lack of health insurance for Latino workers and their families is a problem across the
country.

A Reinvigorated Labor Movement Joins with Community Groups to Tackle
Working Poverty in L.os Angeles

Warkers and community groups in Los Angeles are on the cutting edge of trying to
improve the lives of the working poor. A reinvigorated labor movement won national
atiention in April 2000 when thousands of mostly immigrant janitors took to the streets to fight
for a contract that would bring them out of poverty. The largest single union organizing victory
since the 1930s took place in 1999 in Los Angeles, with 74,000 low-wage home health care

— workers winning representation. A coalition of clergy, fabor and community groups fought to
raise wages for the 10,000 service workers—such as airport security guards, janitors and food
service workers—who work for city contractors or on city-owned land. immigrant rights groups
are seeking to improve the plight of restaurant workers, day laborers and others on the
margins. A region-wide coalition of community organizations and unions has organized to
bring quality jobs to welfare recipients, as well as job training and placement in high-paying
multimedia professions to inner-city residents. Such initiatives need to be supported by local,
state and naticnal policies that put the needs of struggling families at the forefront.

A New Policy Agenda to Make Work Pay

This country needs a strategy to make sure that the economy works for everyone. That means
raising the minimum wage, supporting living wage ordinances where appropriate, and
ensuring the right to organize in the workplace. Government programs to assist the poor, like
food stamps and low-income housing subsidies, are needed and should be expanded. But
they are not always the best answer. It is unlikely that voters will permit governments to
contribute the funding necessary to lift the poor out of poverty. in addition, many families who
are eligible for anti-poverty programs never take advantage of them. A better solution is to

ensure that workers earn enough to support themselves and their families. The following steps
would help further this goal:

— @ Raise the Minimum Wage. Although California is one of six states to set the minimum

wage at slightly higher than the national level ($5.75 per hour as opposed to $5.15), it is still

Sof7 2/23/01 8:36 AM



TITS TSl US TIIERIRD U773 ey T T S T ST e TIr v O SN CUS T T T

too low to keep families out of poverty. Contrary to popular perception, minimum wage earners
p in Los Angeles tend to be adults (86 percent) and to work full time (70 percent). A higher
‘ minimum wage that is indexed to inflation would mean that workers would stand a greater
— chance of sharing in productivity gains.

@ Approve Living Wage Ordinances . Living wage ordinances require businesses that
contract with government, do business on government-owned land, or receive large amounts
of public financial assistance to pay warkers a more realistic minimum wage. This ensures
public money is not being used to subsidize low-paying jobs. Living wage laws can aiso be

good for businesses that want to compete for government services based on quality rather
than on low wages.

@  Support Subsidy Accountability. Governments routinely spend millions of dollars
supporting business development in the name of job creation and neighborhood revitalization,
but little attention has been paid to the quality of jobs in those developments. In recent years,
however, state and local governments have begun attaching job quality standards to subsidy
deals. Such laws encourage real economic development by recognizing that healthy
communities cannot be created with low-wage, part-time jobs.

@ Make Sure the Tax Code Supports the Poorest Famifies. An effactive tool available to
boost the incomes of the working poor is the federal Earned Income Tax Credit (EITC). The
EITC provides a refundable tax credit regardless of whether a family owes income tax. Like 11
other states, California could adopt a tax credit to support the federal one. Since many

workers will never take advantage of it, however, the EITC cannot be a substitute for raising
wages.

© Reform Federal Labor Law. While the National Labor Relations Act nominally protects
workers' rights, employers routinely use both legal and illegai means to prevent unionization.
Labor laws should be reformed to require employers to remain truly neutral during a union
organizing drive. In addition, penalties for unfair labor practices shouid be swift and severe.

¢ Enforce Existing Wage and Hour Laws. A lack of enforcement is particularly a problem
in such highly competitive industries as agricuiture, janitorial services, and low-wage
manufacturing, where there is extensive subcontracting of labor services. Allowing empioyers

to pay workers less than the law requires impoverishes workers and undermines better
employers trying to abide by the law.

@ Don’t Use the Workplace to Enforce Immigration Laws. The current immigration laws
are set up to sanction empleyers who hire undocumented immigrants, but it is the employees,
both legal and undocumented, who end up paying the price. This policy should be replaced
with one that allows all workers to pursue legal remadies regardless of immigration status.

Special whistleblower protection should also be provided to alt workers who report violations
of labor laws.

¢ Invest in Training and Education. Our increasing reliance on technology has made
investment in training and education a crucial component in moving people out of the ranks of
the poor. Existing training programs take a “work first” approach, placing people in low-paying,
dead-end jobs that make them part of the working poor. Job training should be used to help
people secure good jobs with career ladders, and should be targeted to those communities
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that need it the most. Creating training opportunities must go hand and hand with raising the

wage floor, as seven of the ten fastest-growing occupations in Los Angeles pay less than
$8.50 an hour.

@ Expand Access to Housing. The housing situation in California is worse than in most of
the country, and the cost of housing in Los Angeles has been rapidly escalating as the
economy has improved. The federal government needs to fund more housing vouchers to
allow fow-income households te compete in the private rental market, and local governments
need to ensure that developers pay for the true social costs of their projects by linking all new
development to the creation of affordable housing.

@  Expand Access to Health Insurance. |os Angeles has one of the lowest rates of
employer-provided health insurance in the nation. The best response to this breach of the
social contract would be for Congress to enact legislation guaranteeing health insurance to all
Americans. Short of universal health care, ensuring the right to organize will go a long way
toward expanding coverage since unions have been at the forefront of winning heaith care
benefits for their members. In addition, the government can encourage employers to provide
coverage by supporting purchasing pools that make insurance less expensive for small
employers and living wage policies that require firms that benefit from government subsidies
or contracis to provide health care coverage. Finally, the existing public heaith insurance
programs must be expanded to cover more working poor adults.
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Los Angeles Aliance for a New Ecenomy

L.A. County Jobs Surge
Simce 93, but Not Wages

E Economy: Recovery has created 300,000 positions, but
almost none are in middle-class range of $40,000 to $60,004.

By DONLEE T 1= TG
TIMES STAFE WRITER

Sinee the depths of the last
recession, in the winter of 1993,
more than 300,000 new jobs have
neen created in ios Angeles
County. But a majority of these johs
pay substantially below-average
wages—less than $25000 a year—
and harely one in 10 averages
60,000 or more, 2 Times analysis
shows,

And perhaps most significantly,
this recovery has viclded virtually
0o net jobs in industries that pay
golid middle-class salares, between
$40,000 and $60,000.

The big piclure that emerges
from the analysiz of state payroll
records for ull employers from 1991
to 1998 is that lL.os Angeles
County’s job base har been increas-
ingly shifting toward the lower end.

Although not nnique to Los An-
geles, that irend has been more
pronouniced here becauge changes
in the labor foree and Lhe industrial
structure have been so dramatic.
Economists sav that this will only
exacerbate income disparity.

“We're becoming mere polar-
ized,” said Mark Drayse, rezearch
director at the nonprofit Econemic

‘Roundtabie in Los Angeles.

It has long been apparent in this
recovery thal mwany high-paying
jobs have vanished as defense-re-
lated cutbacks continued and banks
and other Fortune 500 companies
left or consolidated. In the process,
premium jobs in entertainment,

. technology and internationat trade

have heen created by many smaller
firms.

Bui the new data show sharp and
lasting job losses in a snurprisingly
wide array of professional services
and ather industries that pay weil.

For example, engineering und
accounting services, where eme-
ployees earn an average of $54,000
a year, have shed 26,000 jobs be-
tween 1991 and 1998, But maost of
the cuts have come since the
coumty's recovery in 1924,

Those enthacks aren't a shock to
(’al Poly Pomona accounting pro-
fessor John Karayan, With the
spread of personal compuiters, he
gaid, "You don't need as many
white shirte summarizing data.”

Ag Karayan aleo observes, some
of those displaced professionals
have moved inte new jobs and are
making even more money loday as
consultants and professional advi-
sors. The stronger economy has

Please see JOBS, A19
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STAPLES

November 14, 2000
SO

City of Los Angeles

200 N. Main Street, Room 607
Los Angeles, CA 90012 ' ' Ted Fikre
Attention: Michacl Carey, City Clerk

EXECUTIVE VICE PRESIDENT

) aND GENERAL COUNSEL
Ladies and Gentlemen:

Enclosed please find the initial submission by L.A. Arena Company, LLC (“LAAC”) in
connection with the Arena Jobs Incentive Program established pursuant 10 Annex D of the Gap
Funding Agreement between LAAC and the Cily of Los Angeles. The enclosed subrmission is
for the Annual Review Date of March 31, 2000 and reflects jobs attributabie to STAPLES Center
since the opening of the building in October of 1999.

In summary, LAAC is claiming a total Jobs Incentive Credit of $1,991,637.50 for this initial
period. As $1,500,000 has already been used in the form of the Credit Advance provided under
the Gap Funding Agreement, the credit calculation reflected in the enclosed submission would
yield a credit of $491,637.50 toward our Gap Funding obligation for the fiscal year ended Junc
30, 2000,

Please note that we anticipate an additional credit for the next Annual Review Date (March 31,
2001) because the job values in the current submission (a) do not include our security staff {as
the securily funclion was taken in-house shortly after the March 31, 2000 Annual Review Date),
and (b} arc based on a partial operating vear (October — March) and should be materially greater
for a complete year.

As cvidenced by the voluminous nature of the enclosed submission, the information required by
Annex D to the Gap Funding Agreement is quitc extensive, We have expended a great dcal of
time and energy to compile the necessary data and o ensure its complelencss and accuracy. If
you have any questions or would like any clarifications regarding the data or the calculations sct
forth in this submission, we would welcome the opportunity to meet with vou to discuss the
informatien further.

Very truly yours,
e i _/ ,/Li -
Ted Fikre
ce: Patricia Tubert REE oy
Gerry Miller R
Neil Guglielmo NOV 1m0 s
Timothy Leiweke UL R el s o
Dan Beckerman < f Bt
Kevin McDowell o
William Morey et - — .
Kevin Conwick y2.% :7"/;/5’ SfﬁZZTg fn émz'ﬁ_f?‘%{)%wj %{9 szﬁ:’/ﬁw
STAPLES CENTER, 1111 5. Frouegoa Srreer, SUITE 3100, LOos ANGELES, CALIFORNIA ’i?od' 15 7&{;\
D e
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