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[.  INTRODUCTION

A. BACKGROUND

The Hawai'i Housing Planning Study (HHPS)
series began in 1992. The studies have been
conducted as comprehensive assessments of
housing markets in Hawai'i. Results covering all
four of Hawai'‘i's counties have been presented
in a set of reports summarizing market
conditions. Since 1997, HHPS has included a
housing forecast to support housing planning.
Over the years, HHPS studies have investigated
a rotating list of housing issues. Some issues
have remained part of the study and some have
been replaced with issues of greater interest. In
2016, HHPS includes the influence of access to
public transportation and/or mass transit on
preferred housing location, special finance
options for homebuyers, a new viewpoint on
homelessness, the relationship between tourism
and housing, and housing for special needs
groups.

B. PURPOSE

The purpose of the 2016 HHPS report is to
provide housing planners with contemporary
data on the housing situation in Hawai‘i to
support planning activity. Reported here is
research conducted from September 2015
through June 2016. Included in this study are
housing demand, housing supply, housing
prices, affordable housing, and needed housing
units. Findings are fully supported by analysis of
data from both the Housing Demand Survey and
numerous secondary data sources including the
United States Census Bureau and Hawai'i's
Department of Business, Economic
Development & Tourism among others. The
State report is a summary of data collected from
all study methods and across all counties.

C. METHODS

The HHPS 2016 incorporates data from 11 data
collection and analysis sources:

Hawai'i Housing Planning Study, 2016

Housing Stock Inventory: An inventory of all
residential housing units in the State was
conducted in the first quarter of 2015. The
inventory data were taken from real property tax
files for the four counties. Results are presented
in a separate report and have been incorporated
in this report as needed. Beginning in 2011, the
inventory expanded to include U.S. Decennial
Census data and data taken from the American
Community Survey (ACS).*

Housing Demand Survey: A statewide survey
of more than 5,000 households was conducted
in order to measure resident opinions and
evaluations of current housing conditions, their
plans to move to a new unit, their preferred
characteristics of new units, their financial
qualifications for purchase or rent, and
household demographic information. Special
topics for 2016 included: transportation and rail,
transportation and employment, special financing
options, special needs housing, and housing
prices.

Housing Demand Projection: The housing
demand projection used in this study was
produced by the State Department of Business,
Economic Development & Tourism (DBEDT), as
detailed in the 2015 report, “Measuring Housing
Demand in Hawaii, 2015-2025".

Housing Price Study: A study of housing
prices, sales prices for ownership units and
contract rents for rental units was conducted.
Data were collected from several sources
including rental unit advertisements, a national
rent producer, several real estate data providers,
the U.S. Department of Housing and urban
Development (HUD), and the ACS.

Producers Survey: We conducted interviews
with housing producers and planning department
personnel in order to enhance understanding of

1 An excellent description of the American Community
Survey appears at the U.S. Census website
http://www.census.gov/acs/www/about_the_survey/ame
rican_community _survey/
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issues related to housing development and to
review County data on scheduled housing unit
production. Findings were used to develop
estimates of short-run housing production.

Housing for Special Needs Groups Study:
This study centered on interviews with service
providers and advocates for people with special
needs. The focus was on demand and supply of
housing units to serve their particular needs.
Statistical data were gathered to connect the
needs data with housing planning and production
in the next five years.

Homeless Study: Information was drawn from
several HHPS components to generate a more
comprehensive understanding of homelessness
as a housing issue this year. Here too, the
intention was to bring homelessness studies into
the realm of housing planning and production.

Tourism Study: A separate study component
covered the relationship between the number
one industry in Hawai‘i - tourism - and the
residential housing market. To our literature
search and secondary data gathering, we added
specific questions to the Demand Survey and
conducted a special survey of out-of-state
property owners.

Native Hawaiians: To enable certain
stakeholders to conduct more in-depth analysis,
the number of surveys conducted with residents
self-identifying as Hawaiian or Part-Hawaiian
were increased in the Housing Demand survey
and questions were added just for this group.

Military Housing: The role of military housing
has always been included in the HHPS, at least
in the inventory. In 2016 there was an effort to
expand coverage of the influence of military
housing on the residential housing market in
Hawai'i.

Secondary Data: The study team gathered
existing data and available forecasts to support
each of the study elements discussed here. We
also reviewed housing plans and production,
government spending on housing, and
comparisons with housing data in other states
and municipalities.

Hawai'i Housing Planning Study, 2016

Although they are not part of, but closely related
to this study, there were two Fair Market Rent
surveys conducted, one each for the Counties of
Kaua'i and Maui during the course of HHPS
2016.

Each of these project elements is described in
detail in the HHPS 2016 Technical Report.

D. REPORT STRUCTURE

The report begins with Section Il, a description of
current housing conditions in Hawai'i including
demand, supply, and pricing of residential units
over time. Section 1l discusses the forecasted
demand for housing units --“Needed Units” --
from 2015 through 2025. Section IV covers the
current  housing issues for the vyear:
transportation, sustainable affordability, military
housing, tourism, homelessness, and housing for
persons with special needs. Section V discusses
recent housing production in the public sector.

An appendix presents support materials for

major elements of the report and a glossary of
terms.
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[I.  CURRENT HOUSING SITUATION IN HAWAI‘I

The 2016 study of Hawai‘i's housing market and
housing needs begins with a review of the basic
elements of housing planning. The report covers
those issues in three major sections — housing
supply, housing demand, and housing prices.

A. HOUSING SUPPLY IN HAWAI‘I

In this section, we consider (1) housing stock, the
current collection of housing units available to
Hawai‘i residents and migrants, and (2) housing
production methods and the rate at which new
housing units are added to the housing stock.

1. Current Housing Stock

According to the Census, there were 524,852
housing units in Hawai'i in 2014, up about one-
half of one percent from 522,164 units in 2013.

A housing unit, as defined by the U.S. Census, is
a unit that is available for occupancy as an owned
or long-term rental unit. Some other types of

Table 1. Housing Unit Types by County, 2014

housing units that have traditionally been
excluded from total housing units include group
guarters (prisons, dormitories, nursing homes,
shelters, etc.) and commercial residential
properties (hotels, condominium hotels, hostels,
timeshare units, etc.), which are available only
on a short-term rental basis.

Total housing units are further defined as either
occupied or vacant. By Census convention, the
number of occupied housing units is always
equal to the number of households in the State.
The total housing stock includes all occupied
housing units plus vacant housing units
available to the market (Table 1).

Residential housing construction fell after the
Great Recession began in Hawai'i in 2008.
Total housing units grew by about 5,600 units
per year (2.2%) between 2009 and 2011.
Between 2011 and 2014, growth slowed to
2,800 units per year — half what it was in the
previous five years.

County
Housing Unit Types Hawaii | Honolulu | Kaua'i Maui State
Total Housing Units 83,904 339,830 30,112 71,006 524,852
g}’j‘é'lf‘)b'e Housing Units (Housing 69,458 321,661 24,955 61,446 | 477,520
Occupied Housing Units 64,586 310,141 22,395 53,177 450,299
Vacant and Available 4,872 11,520 2,560 8,269 27,221
Units Not Available (long-term 14446 18,169 5157 9561 | 47,333
vacancies)
Vacant for seasonal use 11,008 10,732 4,270 7,044 33,054
_ Vacant for migrant workers / o5 32 30 6 93
agricultural use
Other vacant 3,413 7,405 857 2,510 14,185
_Percent occupied and vacant & 82.8%  947%  82.9%  86.5% | 91.0%
available
Percent unavailable units 17.2% 5.3% 17.1% 13.5% 9.0%
Percent vacant for seasonal units 13.1% 3.2% 14.2% 9.9% 6.3%
Percent other vacant 4.1% 2.2% 2.8% 3.5% 2.7%
Source: ACS 2014 5-yr Estimates, Table B25004 and DP04
Hawai'i Housing Planning Study, 2016 Page 3
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a. Housing Stock Size

Among the 524,852 housing units in Hawai'‘i in
2014, 477,520 housing units were available to
the resident housing market; 450,299 were
occupied housing units and 27,221 were
available vacant units.

About 47,333 housing units (9.0%) were not part
of the housing stock in 2014. Of those, nearly 70
percent were vacant for seasonal, recreational,
or occasional use. A very small number (93)
were vacant and held off the market for use by
migrant agricultural workers.

Units that are vacant for seasonal, recreational
or occasional use (seasonal) are the largest
component of Hawai‘i's unavailable housing
units. There were 33,054 of them in 2014. That
was 44.4 percent of vacant housing units and 6.3
percent of all housing units in the State. This
was also an increase of 23 percent from the
2011 HHPS. We will return to this subject again
in the visitor industry impact section of the report.

Finally, 14,185 housing units were classified
“other vacant.” This is a catchall category that
includes units vacant for reasons other than
those specifically defined in Census documents.
In 2014, Hawai'i's other vacant units made up 30
percent of vacant and unavailable units and 2.7
percent of total housing units. The American
Housing Survey defines “other vacant” as units
held for settlement of an estate, units held for
occupancy by a caretaker or janitor, and units
held for personal reasons of the owner.? The
definition includes housing units that are being
held off the market while a decision is made
regarding their status. Types of decisions include
litigation, settling estates, involvement in other
legal proceedings, units held while they are
being refurbished or rebuilt, or while owners are
deciding what to do with their vacant property.

Hawai'i is in the top quartile among states losing
housing units to vacancies. We ranked 12" for
percent of total housing units held for seasonal,
recreational, and occasional use in 2014. Only

2 American Housing Survey 2013, Subject Definitions,
Appendix A. Definitions and Index for Table Numbers.

Hawai'i Housing Planning Study, 2016

two states ranked higher than the counties of
Hawali‘i, Kaua'i, and Maui with respect to the
percent of total units held off the market for
seasonal use.

Across the State, there were major differences in
the percent of total housing units counted as
housing stock. In the City and County of
Honolulu, 5.3 percent of all units were
unavailable. In the other counties, that figure was
three times higher, exceeding 17 percent for the
Counties of Hawaii and Kaua'i and over 13
percent for Maui County.

b. Trends in Housing Stock, 2000-2014

A brief overview of results taken from the 2011
and 2016 housing studies will highlight the
changes to the housing stock in recent years.
Table 2 presents the data summary.

Leading up to Table 2, we note that between
2003 and 2007, Hawai'i added 31,639 housing
units to its total. Between 2007 and 2011,
14,895 were added. Between 2011 and 2014,
7,468 units were added to total housing units.®
Clearly, annual housing production slowed
dramatically in the first half of the present
decade.

Housing stock grew at a faster rate than total
housing units before 2011 (6,100 units per year)
and slowed to 1,115 units per year between
2011 and 2014. The drop in the growth rates
matched a relatively sharp rise in the number of
new seasonal units that appeared during that
period -- from 564 units per year before 2011 to
1,163 units per year thereafter. That caused a
drop in the number of vacant and available
housing units (2,334 units per year before 2011
to -314 per year afterward).

Continuing a pattern set in the last decade, more
multi-family units were produced than single-
family units.

3 DBEDT Data Book 2014, Table 21.20, Housing Units by
County: 2000 to 2014.
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Table 2. State of Hawai‘i, Changes in Housing Stock, 2011-2014

2011 2014 Change 2011-2014
Number | Percent | Number | Percent | Number Percent

Total Housing Units 516,394 100% 524,852 100% 8,458 1.6%

Single Family 278,596 54% 282,060 54% 3,464 1.2%

Multi-Family 237,798 46% 242,792 46% 4,994 2.1%

Total Available Housing Stock 473,676 92% 477,520 91% 3,844 0.8%

Total Occupied Housing Units 445,513 86% 450,299 86% 4,786 1.1%
Owner Occupied Units 261,516 51% 257,121 49% -4,395 -1.7%

Renter Occupied Units 183,997 36% 193,178 37% 9,181 5.0%

Total Vacant Units 70,881 14% 74,553 14% 3,672 5.2%
Vacant Available 28,163 5% 27,221 5% -942 -3.3%

For Rent 19,560 4% 18,704 4% -856 -4.4%

Rented, not occupied 2,086 0% 2,418 0% 332 15.9%

For Sale only 4,913 1% 4,085 1% -828 -16.9%

Sold, not occupied 1,604 0% 2,014 0% 410 25.6%

Vacant Unavailable 42,718 8% 47,332 9% 4,614 10.8%
Seasonal Use 29,564 6% 33,054 6% 3,490 11.8%
i;';&ﬁ;?glt ij‘g ‘;rkers / 162 0.03% 93 0.02% -69 -42.6%

Other Vacant 12,992 2.5% 14,185 2.7% 1,193 9.2%

Source: ACS Table B25004, S2504, and S1101

Table 2 shows that growth in housing stock
(units available to the local housing market) was
less than one percent over four years. Growth in
occupied housing units was not much higher at
1.1 percent over four years.

The growth in renter occupied units (5.0%) offset
the loss of owner occupied units (-1.7%) and the
net gain in occupied housing units ended up at
1.1 percent for the 4-year period.

The larger changes were in vacant units
categories. The State lost 942 vacant and
available housing units between 2011 and 2014.
A drop in vacant and available units usually
means the market is tighter, with lower inventory,
less time between listing and sale or rent, and
higher prices.

On the other hand, the vacant and unavailable
housing stock went up by 4,614 units in those
last four years. That was an increase of almost
11 percent for the period.

Hawai'i Housing Planning Study, 2016

The construction slowdown held back growth in
occupied units, but the most important changes
were those in vacant units (Figure 1).

Figure 1. Vacant Housing Units, Hawai‘i, 2009-
2014
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Source: ACS Table B25003, 5-yr estimates.
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Over the past 15 years, the average annual
increase in housing stock (occupied plus vacant
and available housing units) was about 1 percent
per year (Figure 2). Housing stock in the State of
Hawai'i increased by 16 percent in the years
between 2000 and 2014. Honolulu increased its
stock by 6 percent during this period.

The County of Hawai'i had the largest average
annual increase, adding 2.1 percent to its
housing stock each year. The City and County of
Honolulu had the smallest average annual
increase at 0.6 percent per year. The counties of
Maui and Kaua'i added 1.7 and 1.4 percent to
their total housing stock each year.

Figure 2. Housing Stock by County, 2000-2014
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Source: SMS calculations from State of Hawai‘i Time Series Data
Book and ACS Tables in Series B25000.

c. Homeownership

Homeownership rates have fallen across the
nation since the Great Recession and Hawai'i
was no exception.* Some experts feel the low
homeownership rate is a sign that the housing

4 American Community Survey rates are different from
those of the Federal Reserve Bank. The Federal
Reserve Bank of St. Louis’ Federal Reserve Economic
Data (FRED) shows the rate climbing after 2011. ACS
has it continuing to fall as in the rest of the nation. We
will follow ACS data.

Hawai'i Housing Planning Study, 2016

market recovery is not yet complete. High
prices, low inventories and a lack of confidence
in the market have slowed sales, especially in
high-priced markets like Hawai'i's. More
important, the impact of the slow recovery falls
heaviest on first time buyers. It is their entry to
the market that boosts the homeownership rate.

Figure 3. Homeownership Rates, 1990-2014
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The decline in rates of homeownership is a
recent phenomenon. Between 1990 and 2010,
while the housing stock was growing,
homeownership rates also grew (Figure 3).
Homeownership rose during the market run-up in
the early nineties and fell during the late nineties.
It rose again during the last housing market
boom to a high of 60 percent in 2006.
Homeownership in Hawai'i has been falling
steadily since that time. In 2014, the Census
reports it at 57.1 percent Statewide. That was
just a little higher than the 2000 level. Figure 3
shows state and county homeownership rates as
they drifted downward from a high in 2005.

d. Shelter Cost & Shelter-to-Income Ratios
High-priced housing markets like Hawai‘i's often

have high ratios of shelter cost to household
income. Households with shelter-to-income (STI)
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ratios greater than 30 percent are said to be cost
burdened, and those with ratios higher than 50
percent are said to be severely cost burdened.

In 2011, about 51 percent of Hawai'i residents
were paying less than 30 percent of their
monthly income for shelter. At that level,
households can use 70 percent of their income
for necessities and are more likely to qualify for
mortgage loans.

In 2016, the proportion of Hawai'i households
paying less than 30 percent of household income
for shelter (rent or mortgage plus utilities) was up
to 58 percent.> We had 11 percent paying 30 to
39 percent and 7 percent with STI ratios of
between 40 and 50 percent. Our severely cost
burdened households were at 18 percent.

Table 3. Shelter-to-Income Ratio by County, 2016

Shelter County
Payment

State
as % of HH | yawai‘i | Honolulu | Kaua‘i | Maui
Income
None 27.0% 21.3% 20.8% 15.0%| 21.4%
Lessthan | o750 37106  36.8% 35.20| 36.8%
30%
3010 40% | 10.3%  11.4% 10.8% 12.4% | 11.3%
40t050% | 4.0%  7.0%  5.6% 7.2% | 6.5%
Morethan | 1o 0 1749  207% 24.2%| 18.0%
50%

Source: Housing Demand Survey, 2016. Base is shelter
payments for owners and renters in Hawai'i.

The percent of households with an STI ratio of
more than 30 percent is often used as an
indication of housing affordability. There is
evidence that Hawai‘i’'s STI ratios are higher than
most of the nation. In 2014, the percentage of
mortgage holders whose monthly housing cost
was greater than 30 percent of monthly income
was 46.5, the highest in the nation. The
percentage of renters paying more than 30
percent was 56.8 percent, ranking Hawai‘i third
in the nation after Florida (59.0%) and California
(57.2%).

5 ACS 2015, Table DP04, Housing Characteristics. ACS
and HHPS use slightly different calculation methods.

Hawai'i Housing Planning Study, 2016

STI ratios usually rise slowly over time and have
changed very little in Hawai‘i in recent years.®
STI ratios for rented households are higher than
are those for homeowners and rise a bit faster
over time. The depressed housing market of the
nineties held prices and rents in check while the
burgeoning economy raised household incomes.
Housing prices soared between 2003 and 2006
and pushed the number of renter households
paying more than 40 percent of their income for
shelter to 43 percent in 2006, 45 percent by
2011, and 46 percent in 2014.7

The shelter-to-income picture shows some
important differences across counties (Table 3)
that suggest different levels of housing
affordability across the State. In Honolulu
County, the percentage of households paying
less than 30 percent of their income for shelter
was 58.4 percent. The percentage paying more
than 40 percent, on the other hand, decreased
6.2 percent between 2011 (30.6%) and the
present (24.4%).

e. Crowding and Doubling-up

Crowding and doubling-up are frequently used
measures of housing condition. Both are
accepted as indicators of housing issues. They
are thought of as measures of pent-up demand
for housing and as a sign that household
formation may be constricted.

We sometimes hear that Hawai‘i's doubling-up
rate is the result of our propensity for extended
family living. Our relatively large household size
supports that idea. However, survey questions
measured doubling up for financial reason only
and show substantial doubling rates.

In past studies, crowding was measured using
the Census method (the ratio of persons in the
household to rooms in the unit they occupy).
This year we are switching to the persons per
bedroom definition, which we believe is the more
appropriate measure for housing planning.

See Table A-10 and A-11 in the Appendix for trend data.
7 ACS, Table B25070, 2006-2014.
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Table 4. Crowding, State and Counties of Hawai'i,
HHPS 1992 through 2016

Crowded

and/or

Total Doubled | Doubled
Year|Households| Crowded?| Up® Up°®

1992| 247,349 23.2% 32.0%

1997| 272,234 10.6% 27.2%

2003| 292,003 10.1% | 10.0% | 17.6%

Honolulu

2006| 303,149 8.1% 9.7% | 15.2%

2011] 310,882 13.3% 13.8% | 22.9%

2016] 317,459 11.4% 11.9% | 21.0%

1992 34,266 26.8% 25.9%

1997 39,252 10.4% 24.8%

Maui 2003 43,687 11.0% 8.7% 17.3%
2006 49,484 7.7% 9.6% 15.3%

2011 54,132 10.7% 13.0% | 19.2%

2016 55,059 9.8% 14.1% | 21.4%

1992 39,789 18.7% 26.0%

1997 46,271 7.9% 24.3%
Hawai'i 2003 54,644 7.0% 9.3% 14.4%
2006 61,213 6.9% 11.2% | 15.9%

2011 67,096 8.4% 11.3% | 17.2%

2016 66,989 7.4% 11.1% | 16.0%

1992 16,981 17.4% 26.3%

1997 18,817 9.1% 25.4%

Kaua'i 2003 20,460 6.0% 12.5% | 16.1%
2006 21,971 6.6% 11.9% | 15.5%

2011 23,201 10.5% 11.7% | 18.1%

2016 23,369 8.9% 11.5% | 19.2%

1992| 338,385 22.2% 30.3%

1997| 376,574 10.2% 26.5%

State 2003] 410,794 9.6% 10.0% | 17.1%
2006] 435,818 7.8% 10.0% | 15.3%

2011] 455,311 12.1% 13.2% | 21.4%

2016] 462,876 10.5% 12.0% | 20.2%

Source: Housing Demand Survey, 1992, 1997, 2003, 2006,
2011, 2016.

a. Based on more than one person per room for 1992-2011,
then 2 persons per bedroom for 2016.

b. More than one family group in a single housing unit (See
Glossary).

c. Before 2003, question asked if a household was crowded
or doubled up. After 2003, HHPS measured crowded and
doubled up separately and then combined them.

The doubling-up measure is a measure that
includes having more than two generations in the
household, having unrelated individuals in the
household, or having same-generation relatives
in the household. In all cases, the Housing
Demand Survey shows that doubled-up persons
are in the household because they cannot afford
to live elsewhere.

Hawai'i Housing Planning Study, 2016

Table 4 shows HHPS crowding and doubling-up
data for the State and each of the counties.

The 1992 study followed a major price run-up
during which high prices kept many would be
buyers from entering the market. The study
conducted in 1997 was nearing the end of a very
long market recovery during which incomes were
catching up with prices and crowding was
notably lower than in 1992. The 2003 measure
was taken at the beginning of the next price run-

up.

By 2006, Hawai'i was at the peak of the largest
price run-up in its history. During that period,
crowding and doubling remained low. In 2008,
the Great Recession began in the housing
market and the effects were dramatic. Yet, by
2011, crowding seemed to have abated and
evidenced a slight decrease from 2006. In 2014,
levels of crowding appear to be on the rise
again, although the increase from 2011 was not
significant.

Table 4 also shows that crowding and doubling-
up behave differently in each of the counties. In
general, the rates are most volatile in the City
and County of Honolulu. Maui and Kaua‘i have
similar profiles and are typically less crowded
than O‘ahu. Hawai‘i County has been the least
volatile market. The pattern of change in
crowding and doubling-up is generally the same
as other counties, but the rate of change is
always smaller than for the other counties.

Hawai'‘i's crowding rate, as measured by national
standards, is always among the highest. For
2015, Hawai'i was ranked first in crowding for
owner-occupied units (6.4%) and second for
renter-occupied units (12.3%).8

f. Age and Condition of Units®

Housing planners must take into consideration
both the age and overall condition of units in the
residential housing stock. As compared to other

8 ACS 2015, Table B25014, Tenure by occupants per
room, 5yr. estimates.

9 United States Census Bureau (2014). ACS 5-Year
Estimates, 2010-2014, Table S2504.
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cities in the United States, Hawai'‘i's housing
stock is relatively young and in good condition
overall, suggesting that housing planning should
focus on matters other than the age and
condition of existing residential units.

Statewide, the median year built for residential
housing units was 1978, which is slightly
younger than the national median build year of
1977. Among the Counties, Maui’'s units are the
oldest with a median build year of 1964 followed
by Honolulu County (1975), Kaua'i County
(1984), and Hawai‘i County (1986).

Statewide, very few of Hawai‘i's housing units
are in poor condition or substandard as defined
by the US Census Bureau (lacking complete
plumbing and/or kitchen facilities). According to
the 2014 5-year estimate from ACS, less than
one percent of occupied housing units Statewide
have incomplete plumbing facilities, and 1.8
percent have incomplete kitchen facilities.
Across the Counties, the rate of incomplete
plumbing facilities ranges from a high of 2.0
percent in Hawai‘i County to a low of 0.4 percent
in Honolulu County. The Counties also report a
low incidence of incomplete kitchen facilities
ranging from a high of 2.6 percent in Hawai'i
County and a low of 1.3 percent in Kaua'i
County.

Our housing units are smaller than are those in
other American housing markets. For the State
and all of the Counties, the mean number of
rooms per occupied residential housing unit was
4.9. Nationally, the average housing unit had 5.8
rooms in 2014. Despite Hawai'i's housing stock
having fewer rooms than the national average,
other major housing markets in the country
report average room counts lower than Hawai‘i's
(New York, 4.2; San Francisco, 4.4; Boston, 4.5).

2. Housing Production

Hawai‘i's housing stock, those units available to
residents, was 368,122 units in 1990 and
477,520 units in 2014. That is an increase of
109,398 units (29.7%) over 25 years. That
amounted to about 4,376 units per year and an
annual growth rate of 1.1 percent.

Hawai'i Housing Planning Study, 2016

a. Housing Stock Growth, 1990-2014

If population rises and household formation
proceeds normally, additional housing units will
be needed to house Hawai'i's residents.
Housing planners typically measure housing
production first by tracking residential building
permits and then measuring total units added to
the stock. Table 5 shows the number of building
permits  approved by county planning
departments over the last 24 years.

Table 5. Total Building Permits Issued, Counties
and State of Hawai'i, 1990 — 2014

Count

Hawai‘i  Honolulu T(aua‘i Maui state
1990 4,720 17,123 2,312 3,534 27,689
1995 2,707 11,956 1,054 1,514 17,231
2000 3,254 12,443 1,083 2,294 19,074
2005 5,436 15,174 882 2,348 23,840
2010 2,756 14,254 171 1,016 18,197
2014 4,811 18,541 187 1,267 24,806

Source: State of Hawai'i Time Series Data Book 2005-2014 Table
21.01.

The number of building permits approved in a
given year is an indicator of the demand for new
housing units. While the annual count may be
affected by a host of other considerations??, it is
unlikely that building applications will be made or
approved without some expectation that there
will be buyers for the units.

The historical figures in Table 5 support that
proposition. They rise and fall with the market.
Large permit counts in 1990 and 2005 reflect
boom markets. Low counts in 1995 and 2010
are consistent with the low demand in those
years. The 24,806 permits issued in 2014
suggest that demand has risen again.

Authorized permits rise and fall with the local
housing market. Added units lag permits by
about a year. In times of high market activity,
landowners and developers respond to higher

10 These include availability of construction financing,
expectations for home mortgage financing, current
zoning situations, land use issues, infrastructure
condition and financing, affordable housing
requirements and other regulatory issues, project
readiness, and other considerations that affect the
scheduling of permit applications.
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demand and higher house prices by supplying
new units. The lag shown after 2000 reflects the
time needed to bring units to market. That finding
is inconsistent with the often-heard claims that
supply lags demand by substantial margins — up
to ten years - in Hawai‘i. However, those claims
usually refer to the time required to start larger
projects that may require land use or zoning
changes and would not be included in the
building permit data.!

The present data may underestimate the lag,
however. Housing stock estimates (as well as
numbers of added units) are in part an artifact of
methods used to produce the Census estimates.
It appears that the U.S. Census Bureau, in
developing annual housing unit estimates, uses
data taken from authorized building permits.
Therefore, the housing stock estimates we are
using are defined, in part, by the permit counts.

Between 1995 and 2004, housing production in
Hawai'‘i was at an all-time high and nearly 67,000
housing units were built throughout the State.
Between 2005 and 2009, housing production
dropped sharply, primarily due to the Great
Recession. While the State’s economy has
improved markedly since then, housing
production remains low. In the past four years,
fewer than 20,000 housing units have been
constructed in Hawai'i, despite the addition of
about 50,000 new residents in about 15,000
households.

Figure 4 combines the sources of information on
housing stock growth. In 2014, there were 3,066
residential building permits issued for new
housing units. In that same year, 2,688 housing
units were added to Hawai'i's housing stock,
which means that 88 percent of the units
permitted were actually built. This is a vast
improvement over 2008 when 4,115 permits
were issued but only 1,323 housing units
constructed (32%).

11 The data may underestimate the lag because housing
stock estimates and added units are an artifact of
methods used to produce Census estimates. Census
uses authorized building permits to estimate housing
units, so housing stock estimates are adjusted to the
permit counts.

Hawai'i Housing Planning Study, 2016

Figure 4. Building Permits & Added Units, State of
Hawai‘i, 2000-2014
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b. Impediments to Production

We briefly recap some major barriers to housing
supply below. Note that, for all of these, a
significant amount of research has been reported
in peer-reviewed journals to estimate statistically
significant correlation between the barrier and
supply inelasticity and/or high housing prices.
We are aware of no production barrier for which
research exists that defines the net contribution
of specific elements of the barrier to its dollar or
unit impact on production. Nor is there any
research of which we are aware that defines the
mechanism by which those elements affect
housing supply inelasticity. Finally, no definitive
research has been conducted in Hawai‘i with
respect to these production barriers. To
effectively address these issues would require
considerable research that is outside the scope
of the current study.

Hawai‘i's housing market is supply inelastic.'?
An increase in demand does not lead to an
increase in supply in a timely or efficient manner.
That leads to higher prices and affordability
problems. Previous versions of the HHPS and
other studies have identified major impediments

12 A market situation in which any increase or decrease in
the price of a good or service does not result in a
corresponding increase or decrease in its supply.
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to the development of housing in Hawai'i
including the lack of “reasonably priced”,
developable land; lack of major off-site
infrastructure; high development  costs;
government regulations; community opposition;
and growing environmental requirements.* We
briefly recap the major sources of the supply
problem below.

Geographic Limitation: Hawai‘i lacks sufficient
land near its major population centers. Consider
a fifty-mile circle around the central business
district of the largest city in each of America’s
fifty states. Now subtract all open water or
wetlands within the circle and all lands with
slopes in excess of five percent (Rose, 1989).
As an island state, comprised of mountains rising
from the ocean floor, Hawai‘i ranks lowest in
terms of the percentage of remaining available
land (Saiz, 2010). Geography becomes more
constraining over time. As an area is developed,
there are ever fewer acres of undeveloped land.
Supply is attenuated and prices rise. (Hilber and
Robert-Nicoud, 2010).1* Geographic constraints
reduce housing supply by limiting investment in
housing (Paciorek, 2011).

Lack of Major Off-Site Infrastructure: The
lack of major off-site infrastructure to support
development is cited as a major impediment to
housing development. The Final Report &
Recommendations of the Affordable Housing
Advisory Committee, April 2006 notes that the
current infrastructure capacity is a significant
barrier to providing more housing units in the
urban core of Honolulu. All forms of public
infrastructure are in dire need of maintenance,
up-grade and new installation. Roads, sewer,
water, drainage, and schools have historically
been the responsibility of government to
construct. Many of the required infrastructure
improvements have been passed on to the
developer, adding to the price of a house. A Joint
Legislative Housing and Homeless Task Force
encouraged creative, innovative and cost-

13 State of Hawaii, HHFDC, Consolidated Plan for
Program Years 2015 tThrough 2019, May 15, 2015.

14 Hilbert and Robert-Nicoud reported that a highly
significant independent variable in their analyses of
housing prices in U.S. cities was the ratio of acres of
developed land to acres of developable land.

Hawai'i Housing Planning Study, 2016

effective ways such as tax increment financing or
the establishment of improvement districts to
finance the construction of offsite infrastructure,
as well as the appropriation of capital
improvement project funds.®®

Construction Costs: In many markets,
construction costs are a major part of the price of
a new house. There are large differences in
construction costs across the U.S., and Hawai‘i's
construction costs are high. Rose and La Croix
(1989), however, showed that the difference in
construction costs was not nearly enough to
explain the difference in housing costs across
markets. Gyourko and Saiz (2006) also reported
construction costs were not significantly related
to prices. The larger contributors to building
costs were unionization, local wages, local
topography, and the regulatory environment.
Combined with Hawai‘i's highly volatile housing
market, however, construction costs can affect
individual projects. Construction costs can rise
sharply in construction boom periods and make
tight-margin projects like workforce housing units
very difficult to complete.’®*  The cost of
construction has been impacted by the high cost
of litigation and insurance. The Affordable
Housing Advisory Committee notes that
“everyone involved from accountant to mason
contractors have insurance costs that go into the
price of their goods and services. They include:
property, general liability, professional liability,
excess liability, unemployment, health, auto,
workers comp, business interruption and even
terrorism to name a few."*’

Government Regulations: Housing planning
and regulation came into being and continue to
be implemented as a way to bring order to the

15 Joint Legislative Housing and Homeless Task Force,
prepared by staff of the Senate Majority Office, with
contributions from the House Majority Staff Office,
“Report of the Joint Legislative Housing and Homeless
Task Force Pursuant to Act 196, Session Laws of
Hawai'i 2005,” January 2006

16 Massive ‘Aiea workforce housing condo project on hold.
(2016), Hawai‘'i News Now, June 2016. Download at
http://www.k5thehomteam.com/story/32389776/massive
-aiea-workforce-housing-condo-project-on-hold.

17 Mayor's Advisory Housing Advisory Committee, City
and County of Honolulu, Final Report &
Recommendations, April 2006
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development of cities and towns, a method of
protecting the people against arbitrary
development practices, and more recently, as a
means of providing affordable housing in the
face of rising demand for luxury
accommodations. There is a sufficient amount
of evidence to suggest that these functions are
still being produced by planners and regulators.
But, as the proliferation of housing regulations
continues, however, some observers have had
cause to consider the extent of housing
regulations to be a barrier to production, a
precursor of housing supply inelasticity, and a
pathway to higher housing costs.

Hawai'i 's housing markets are more regulated
than most other housing markets in the nation.
Honolulu’'s score on the Wharton Residential
Land Use Regulatory Index (Wharton Index?®) is
the highest in the nation and David Callies
(2010) has painstakingly described the large
number of individual regulations that affect
housing development in the State.

Government regulations and the process of
implementing those regulations have been
identified as another major impediment to
housing production in Hawai'i.

In August 2007, Hawai‘i accepted an invitation
from HUD to join the “National Call to Action for
Affordable Housing through Regulatory Reform”
initiative. A statewide Affordable Housing
Regulatory Barriers Task Force, comprised of
representatives from the counties, business,
labor, developers, architects, non-profit service
providers, the state, and the legislature, was
convened to address regulatory barriers to
affordable housing. The task force noted that “in
the context of building homes that are affordable,
government regulations often work against the
goal of delivering more affordable housing.
Although government policies and regulations
are often intended to control or direct growth,
target resources, and prioritize areas of
importance, the unintended consequence is
often that these regulations add to the cost of
building affordable homes. Many regulations are

18 Gyourko, Saiz, and Summers, 2007. Index scores were
not calculated for other counties in Hawai'i.

Hawai'i Housing Planning Study, 2016

in place to ensure health and safety and to
protect natural resources. However, all
regulation has some direct or indirect effect on
the supply and cost of housing.'® The task force
identified fourteen regulatory barriers including
the duplicative and lengthy land use entitlement
process, lack of consistency and synergy in state
and county agency reviews, impact fees and
exactions, fiscal policy, and administrative
processes.

Hawai'i's land use system has not changed
much since it was enacted over 50 vyears
ago. There is a shared sense that the State has
an important role to play in land use in Hawaii
and that the current land use review process
offers a check on development. There are,
however, deficiencies and  system-wide
weaknesses in how land use is managed. “In
2014, the State Office of Planning (OP), initiated
a review of the State’s land use system in
response to concerns expressed over the years
about the State Land Use District Boundary
Amendment process in Hawai'i Revised Statutes
Chapter 205 and the State land use system as a
whole.” OP’s efforts in this review culminated
with the preparation of the State Land Use
System Review Draft Report, which explores
different ways to increase the effectiveness of
the land use system without compromising the
original intent of the Land Use Law.”?® Public
comments on the draft report reflected a broad
range of perspectives and preferences about the
structure of the land use system. Following
consultation with the Land Use Commission, OP
determined that additional research and data
gathering was needed to validate issues raised
in the draft report.

19 State of Hawai'i , Office of Governor Linda Lingle,
“Report of the Governor's Affordable Housing
Regulatory Barriers Task Force,” December 2008

20 Office of Planning, State land use system review,
http://planning.hawaii.gov/state-land-use-system-review,
paragraph 1.
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B. HOUSING DEMAND IN HAWALI‘I
1. Historic Demand

a. Population and Growth Rates

Demand for housing units begins with population
growth. Population grows when natural increase
(the excess of births over deaths) and net in-
migration combine and when new households
are formed from older ones. When the number
of households grows, new housing units are
required to house them.?!

Table 6 shows population change since 1990.
During the nineties, Hawai‘i's population growth
rate of 8.8 percent was lower than in the
previous decade. Between 2000 and 2010
population growth increased, led principally by
net in-migration, to 10.1 percent for the decade,
about one percent per year.

In the last five years, population growth has been
7.4 percent or about 1.5 percent per year. The
rate of growth is accelerating slightly as the
decade proceeds, and that the major component
of change is still net in-migration.

Population growth is consistent with economic
recovery. Inthe process of household formation,
population growth is translated into household
growth and then to increased housing demand.

Table 6 also shows that population growth has
taken different paths for each county. At 26.7
percent, Maui County’'s growth rate was very
high during the nineties (more than two percent
per year). Growth slowed during the first decade
of the new century to 17.0 percent or about 1.7
percent per year. Population growth has slowed
significantly in this decade, -- 9.3 percent in the
first five years. That's over 1.8 percent per year
and higher than the State mean.

21 standard demographic texts cover the topic in detail.
Imhoff et al. (see Appendix H) cover the impact on
housing modeling. The Hawai'i Department of Business,
Economic Development and Tourism reports figures on
the components of population growth. See Hawai'i Data
Book, annual.
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Table 6. Total Population, 1990-2015

County
Year Hawai‘i | Honolulu | Kaua'‘i Maui State
1990 121,572 | 838,534 | 51,676 | 101,709 | 1,113,491
1992 131,630 | 863,959 | 54,439 | 108,585 | 1,158,613
1997 144,445 | 886,711 | 57,712 | 122,772 | 1,211,640
1999 146,970 | 878,906 | 58,264 | 126,160 | 1,210,300
2000 149,095 | 875,061 | 58,511 | 128,899 | 1,211,566
2003 156,340 | 888,026 | 60,061 | 134,871 | 1,239,298
2004 160,170 | 894,406 | 61,070 | 137,136 | 1,252,782
2005 164,887 | 900,340 | 62,759 | 138,131 | 1,266,117
2006 169,205 | 898,074 | 62,509 | 138,983 | 1,268,771
2007 169,082 | 904,783 | 62,162 | 140,507 | 1,276,534
2008 172,464 | 903,231 | 62,800 | 141,778 | 1,280,273
2009 172,370 | 902,564 | 63,033 | 142,274 | 1,280,241
2010 180,362 | 936,984 | 65,490 | 150,785 | 1,333,591
2011 182,997 | 944,287 | 66,306 | 152,964 | 1,346,554
2012 185,399 | 955,215 | 67,113 | 155,003 | 1,362,730
2013 187,044 | 964,678 | 67,872 | 156,704 | 1,376,298
2014 189,382 | 975,690 | 68,745 | 158,887 | 1,392,704
2015 196,428 | 998,714 | 71,735 | 164,726 | 1,431,603
% Chg. 1990-2000 | 22.64% 4.36% 13.23% | 26.73% 8.81%
% Chg. 2000-2010 | 20.97% 7.08% 11.93% | 16.98% | 10.07%
% Chg. 2010-2015 | 8.91% 6.59% 9.54% 9.25% 7.35%

Sources: 1990 Census, 2000 Census, ACS 2003-2014;
PEPANNRES 2015.

In the City and County of Honolulu, growth has
been slower than the statewide average for
several decades. The growth rate was about 4.4
percent in the nineties or less than half a percent
per year. Growth picked up during the first
decade of the new century to 7.1 percent or just
under one per cent per annum. Population
growth has slowed again in this decade, to 6.6
percent in the first five years.

For the County of Hawai'i, the period from 1990
to 2000 evidenced significant growth of roughly
2.2 percent per year. Similar levels of population
growth occurred in the following decade.
Population growth has slowed significantly in the
present decade, to 8.9 percent in the first five
years. That is still over 1.7 percent per year and
higher than the State as a whole.

In Kaua'i County, population growth was about
half what is was in Hawai‘i and Maui counties
over the last three decades. Kaua'i's population
grew 13 percent from 1990 to 2000 and 12
percent growth between 2000 and 2010. In the
past five years, population in Kaua'i County has
increased by 9.5 percent.
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b. Components of Population Growth

Going beyond the simple growth patterns of the
last twenty years in Hawai'‘i provides information
that is relevant to housing analysis and planning.
Table 7 summarizes growth factors since 1990.

Net change in Hawai‘i's population is the
population in the final year of a decade minus
the population in the final year of the previous
decade. Net migration is the number of people
moving to the State minus the number of people
moving out of the State. Natural increase is
births minus deaths.

Hawai‘i's population grew faster in the last
decade than it did in the nineties. The State
added an average of about 10,000 persons per
year in the nineties, 15,000 per year in the last
decade, and about 6,000 per year since 2010.

In each decade since the nineties, natural
increase contributed more to the population
growth than did net migration. In each decade,
however, the difference was smaller. That is, net
migration, while still the lesser of the two sources
of population growth in Hawai'i, is steadily
becoming more important.

For the State as a whole, the out-migration
exceeded in-migration and reduced the
population by almost a thousand persons per
year during the nineties. In the decade between
2000 and 2010, in-migration was much higher
than out-migration causing population growth in
excess of 5,500 persons per year. So far this
decade the excess of in-migrants has produced
a net 6,200 persons per year.

The steady gain in net migration over natural
increase at the State level is almost solely due to
the components of change analysis for the City
and County of Honolulu. Other counties do not
exhibit the same pattern of growth. Honolulu lost
almost 47,000 people to net out-migration in the
nineties. Between 2000 and 2010, Honolulu's net
migration accounted for 11 percent of total
population growth. So far in this decade, 33
percent of the increase in Honolulu’s population
is due to the excess of in-migration.

Hawai'i Housing Planning Study, 2016

Table 7. Components of Population Change,
Hawai‘i, 1990-2014

Net Natural Net
Change Increase Migration
1990 to 2000
Hawai'i 28,360 10,477 17,883
Honolulu 39,925 86,733 -46,808
Kaua'i 7,286 4,601 2,685
Maui 27,737 11,301 16,436
State 103,308 113,112 -9,804
2000 to 2010
Hawai'i 36,402 9,914 26,488
Honolulu 77,051 68,958 8,093
Kaua'i 8,628 3,517 5111
Maui 26,683 10,729 15,954
State 148,764 93,118 55,646
2010 to 2014
Hawai'i 8,973 3,723 5,250
Honolulu 39,631 26,529 13,102
Kaua'i 3,404 1,279 2,125
Maui 8,249 3,815 4,434
State 60,257 35,346 24,911

Source: DBEDT Data Book, 2009, Table 1.59, 2010, Table
1.56, and 2014, Table 1.59.

¢. Households and Household Size

We generally measure household formation in
terms of the increase in households reported by
the U.S. Census. Assuming a constant
household size, the number of households
should increase at a rate similar to that of the
total population. Slower household formation
may be due to social change, economic
recession, or a shortage of new housing units.
Some would-be movers will remain housed
within existing households. This will result in an
increase in average household size. In the last
ten years, Hawai'i's statewide average
household size increased by 2.8 percent from
2.88 persons per household to 3.11.

Table 8 presents the number of households for
the State and counties since 1990.
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Table 8. Number of Households, 1990-2015

County
Hawai'i HonquIu‘ Kaua'i ‘ Maui State
1990 | 41,461 265,304 16,253 33,145 356,163
1995 | 49,282 275,877 18,967 38,326 382,452
2000 | 52,985 286,450 20,370 43,507 403,312
2005 | 60,396 300,557 21,997 48,393 431,343
2010 | 67,096 304,827 23,240 51,281 446,444
2015 | 70,668 311,136 24,569 54,437 460,811
Source: Decennial Census 1990, 2000; ACS 1-year estimates

2005, ACS 5-year estimates 2010; DBEDT 2040 Projections 2015-
2040

The counties were disproportionally impacted by
out-of-state sales in the last 8 years: 15 percent
of Honolulu sales were made to non-residents
whereas more than half of Maui County’s
housing unit sales were made to persons living
outside the State.

In Table 9, we see all three population growth
factors related to housing demand: total
population, households, and household size.
Ideally, if there were a 5 percent change in
population, we would expect a 5 percent change
in households, and a zero percent change in
average household size. If supply were running
ahead of demand, we would get a 5 percent
increase in households, or perhaps even greater
as pent-up demand is relieved. That would result
in a zero or even a negative change in average
household size. But if demand runs ahead of
supply, then a 5 percent growth in population will
produce less than five percent growth in
households (as pent-up demand increases and
household formation is delayed), and positive
growth in average household size.

Data for all four counties were consistent with a
housing market where demand was greater than
supply. Conditions in the City and County of

Honolulu were most obvious. Household
formation was only about one third the
population growth rate and the average

household size went up by almost 9 percent.

Hawai'i Housing Planning Study, 2016

Table 9. Population Change by County, 2005-2015

% Change between 2005 and 2015

Total Number | Average

Population of HH HH Size
Hawai‘i +19.1 +17.0 +0.3
2 | Honolulu +10.9 +3.5 +8.8

=

8 | Kauai +14.3 +11.7 +2.3
Maui +19.3 +12.5 +5.8
State +13.1 +6.8 +7.9

Source: Calculated from Table 6 and Table 8.

The situation in Hawai‘i County was much closer
to the preferred circumstances: population
growth and household formation grew at nearly
the same rate, and average household size grew
by only one third of one percent. Maui County
had a 5.8 percent increase in average household
size over the 10-year period and Kaua'i County
had a 2.3 percent increase.

The State’'s population growth was relatively
slow during the nineties and increased a bit
during the last decade, largely in response to
economic growth. The average household size
fell off a bit by 2003 and even more by 2006. It
then resumed faster growth, but did not quite
reach the level seen in the years before 2000
until the present. In 2015, the average household
size for the State is 3.11 persons. This is a
notable increase over the 2014 average
household size of 3.00.

Table 10. Total Household Growth, 1990-2015

County
Hawai‘i| Honolulu| Kaua'i | Maui | State
1990-2000 | 27.8% 8.0% 25.3% | 31.3% | 13.2%
2000-2005 | 14.0% 4.9% 8.0% | 11.2% | 7.0%
2005-2010 | 11.1% 1.4% 57% | 6.0% | 3.5%
2010-2015 5.3% 2.1% 57% | 6.2% | 3.2%

Source: Calculated from Table 8

Average household size decreased slowly from
1990 through 2005 and between 2007 and 2009,
depending on the county (Table 11). Census
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numbers reported for 2014 were higher than
those reported in 2010, suggesting that average
household sizes were increasing very slightly.
This would not be unusual in a housing market
marked by low supply elasticity.

Table 11. Average Household Size, 1990-2015

DBEDT'’s 2015 study of home sales trends show
that more than one-quarter of residential units
sold between 2008 and 2015 were purchased by
persons or agencies with out-of-state addresses.

Table 12. Out-of-State Sales, 2008 - 2015

County

Hawai‘i| Honolulu | Kaua'i | Maui State
1990 2.86 3.02 3.09 2.99 3.01
2000 2.75 2.95 2.87 291 2.92
2005 2.77 291 2.85 2.86 2.88
2010 2.70 2.95 2.84 2.82 2.89
2014 2.88 3.03 3.03 2.94 3.00
2015 2.78 3.21 2.92 3.03 3.11

Sources: U.S. Decennial Census, 1990, 2000, 2010, ACS
2005 (1-yr Estimate), 2014 (5-yr Estimate), PEPANNRES,
2015

2. Demand for Residential Property by
Persons Living Out-of-State

The above data demonstrate that consistent
growth in the size of Hawai'i’'s resident
population increases demand on the residential
housing stock. Though most of the demand for
residential real estate in Hawai'i originates from
the local population, Hawai‘i's housing market is
also affected by demand from non-residents.

Hawai‘i has a list of qualities that drive non-
resident demand for our housing units. We have
a temperate climate, beautiful beaches, and
abundant opportunity for outdoor activities and
entertainment. Chronic health conditions are less
prevalent than the national average, wages are
about average, household incomes are higher
than in other states, and our social welfare
programs are at least perceived as being more
available. Hawai'i's unique and welcoming
culture is attractive to many people who wish to
vacation or have a second home in the islands.

Recent research by DBEDT combined with
tabulation of County Tax Map Key records and
Housing Demand Survey data point toward high
rates of out-of-state ownership for residential
property in Hawai'i.

Hawai'i Housing Planning Study, 2016

Total In-State Out of State

lir:;lt; Units | Pct. [ Units | Pct.

Hawai'i 27,041 | 15,444 57.1% (11597 42.9%

‘? Honolulu | 88,756 | 75,202 84.7% 13,554 15.3%
§ Kaua'i 7,221 | 3,956 54.8%| 3,265 45.2%
Maui 21,364 | 10,325 48.3% (11,039 51.7%
State 144,382 104,927 72.7% 39,455 27.3%

Source: DBEDT 2015 Residential Home Sales in Hawai‘i: Trends
and Characteristics

The counties have been disproportionally
impacted by out-of-state sales in the last 8 years:
15 percent of Honolulu sales were made to non-
residents whereas more than half of Maui
County’s housing unit sales were made to
persons living outside the State.

Most out-of-state buyers (85.4%) were Mainland
residents. The other 14.6 percent were
international buyers. Purchase prices of units
bought by international buyers were, on average,
64.6 percent higher than prices paid by local
buyers and 28.3 percent higher than prices of
units sold to mainland buyers. Other data
suggest that the larger share of the out-of-state
buyers (64%) purchased multi-family units.

Though there is variability across sources with
regard to the estimated number of units owned
by non-residents??, all sources indicate that
demand from out-of-state owners has always

22 The HHPS estimate was calculated as the number of
residential properties owned by persons whose tax bills
are mailed to an address outside the state divided by
the total number of properties in the county tax records.
DBEDT's estimate is based on the set of title searches
conducted by Title Guarantee of Hawai‘i between 2008
and 2015. It was calculated as the number of residential
properties sold to buyers with a pre-sale address
outside of Hawai'i, divided by the total number of titles
registered during that period.
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been significant and contributes to high housing
prices in Hawai'i.

a. External Demand and Vacancy Rates

Many units sold to out-of-state buyers were
either second homes or timeshare units. They
made up the bulk of units in what the Census
calls vacant, held for seasonal, recreational or
occasional use. We will call them “seasonal”
units. These units are removed from the
residential housing stock and are not available to
residents in need of a housing unit.

In Honolulu County, the 10,732 seasonal units
enumerated in 2014 made up about 3.2 percent
of the total housing units. Maui County’'s 7,044
seasonal units were 9.9 percent of the county’s
total housing units. Hawai‘'i County saw the
highest growth rate in seasonal units. Their
11,008 vacant, held for occasional use units
represent about 13.1 percent of the county’s total
housing units. On Kaua'i, 4,270 seasonal units
accounted for 14.2 percent of all housing units.

Figure 5. Vacant Units Held for Seasonal or
Occasional Use, by County, 2000-2015
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Source: Census 2000; ACS 1-yr. estimates 2005-2006; ACS 3-yr.
estimates 2007-2008; ACS 5-yr. estimates 2009-2014

In all, 6.3 percent of Hawai‘i's housing units were
non-primary residences in 2014. By comparison,
the national average is about 2 percent. These
figures suggest that external demand for housing

Hawai'i Housing Planning Study, 2016

units by non-residents creates a substantial set
of housing units that are not available as part of
the residential housing stock. The loss of those
units from the residential stock decreases the
elasticity with which supply can accommodate
changes in demand.

b. Impact of Out-of-State Sales on Needed
Residential Units

External demand is an important consideration in
estimating total demand and for planning to
address the State’s housing needs. The fact that
28 percent of all housing units were sold to out-
of-state buyers will surely attract the attention of
developers and property owners.

Building, maintaining, and operating units held
for non-resident use contributes to Hawai'i's
economy. It provides jobs and wages, revenue
to local businesses, and it contributes to the tax
base. However, building units to serve external
demand competes with the development of units
for residential use as it increases the cost of
land, labor, and construction materials. The net
result of the resource absorption by the out-of-
state housing market is lower availability and
higher costs of housing units for local residents.

Vacant units are essential to a viable housing
market as they create “swap space”. Swap
space allows a household to transition to a new
home without requiring another housing unit to
become vacant at the same time. A market
without swap space would quickly experience
gridlock and cease to function. Every market
needs an adequate number of vacant housing
units in the residential housing supply.

Housing planners are aware that units designed
to be held for seasonal use have been built and
will continue to be built in Hawai'i at rates higher
than other states, and that none of these units
can be expected to serve the housing needs of
Hawali‘i's residents. As a result, the significant
impact of out-of-state sales must be carefully
considered in estimating needed housing units,
and in framing housing planning discussions.
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Changes in demand are grounded in population
growth, household formation, changes in the
number of families, and income distributions.
Most of these items are accessible in published
data sources. The details of housing demand
require deeper investigation, however, and that
has been the purpose of Housing Demand
Surveys since 1992. All of these and other
factors are covered in this section of the report.

3. Survey Demand Estimates

One objective of HHPS is to estimate demand
for housing units over the next five to ten years,
and to use those forecasts to develop a number
and description of needed units for the State.
HHPS has always included a housing demand
survey to improve demand estimates and
provide details on would-be buyers and renters,
their financial situations, and unit preferences.
Data collected in the Housing Demand Survey

were used to produce demand in three steps,
estimating raw, effective, and qualified demand.

a. Raw Demand

Households were first asked when they would
make their next move to a new housing unit.
Some said they would never move from their
current units. They had found the place they
wanted to live in and they would stay there for
the rest of their lives. Another group said they
might move, but had no particular plans to go
anywhere very soon. The rest said they would
move and they would move sometime in the next
ten years. This group of households with plans to
move in the near future were classified as
"movers" and provided our survey estimate of
raw demand. By convention, raw demand is both
the number of households that will move and the
number of housing units they will need.

Table 13. HHPS Demand Survey Demand Estimates, by County, 2016

County

Honolulu

Maui

Hawai'‘i

Kaua'i

State

Number | Pct.

Number | Pct.

Number | Pct.

Number | Pct.

Number | Pct.

Total Households

317,459 100.0%

55,059 100.0%

Will not mowve 127,082 40.0% |26,275 47.7%
Raw Demand 190,377 60.0% |28,784 52.3%
Mowe out of state 49,421 26.0% | 6,340 22.0%
Will mowve, no plan | 38,010 20.0% | 4,875 16.9%
Effective Demand (102,946 54.1% [17,569 61.0%

66,989 100.0%
33,653 50.2%
33,336 49.8%
7,867 23.6%
5,267 15.8%
20,202 60.6%

23,369 100.0%
13,014 55.7%
10,355 44.3%
1,754 16.9%
2,156 20.8%
6,445 62.2%

462,876 100.0%
200,024 43.2%
262,852 56.8%
65,382 24.9%
50,307 19.1%
147,163 56.0%

Source: Housing Demand Survey, 2016. Raw demand is households that plan to move. “Will move out of state” is the number of
households whose first location choice was out-of-state. “Will move, no plan” is the number of households who were unsure
or refused to report when they expected to move. Out-of-state and no plan households are excluded from effective demand.

In 2016, raw demand was 57 percent statewide,
up from 40 percent in 2011. At 60 percent of all
households, the City and County of Honolulu had
the highest raw demand. Other counties had
similar levels of raw demand (Maui: 52.3%,
Hawai'i: 49.8%, Kaua'i: 44.3%). For all movers
(56%) to realized their expectation and move to
a new housing unit, would result in 262,852 real
estate transactions -- the number of units that
would change hands during the period.

Hawai'i Housing Planning Study, 2016

Reasons for Leaving the State

The Demand Survey also asked respondents if
they would move out of the State on their next
move. About 22 percent of them said they would
move out of state. That was lower than the 24
percent reported in 2011, but higher than the 18
percent reported in both 2006 and 2003
(Appendix Table A-13).

The Demand Survey also asked those who
wanted to move out of State why they were

Page 18

© SMS, Inc.

December, 2016



leaving. Thirty-one percent of them said housing
was one of the problems causing them to move.
That was slightly higher than the 30 percent
reported in 2011 and higher than in any of our
previous demand surveys. It differed slightly
from one county to another (Honolulu: 29.4%,
Maui: 31%, Hawai‘i and Kaua'i: 38%).

Reasons for Not Buying

We asked the 2016 Housing Demand Survey
respondents who were interested in moving to a
new home, but not interested in buying, why they
would not buy. Sixty-four percent of them told us
that home prices were too high, or that it was too
expensive to buy right now (Table 14).

Twenty-eight percent said they could not afford
the down payment; 14 percent said they could
not afford the monthly payment; and 12 percent
said they could not qualify for a mortgage loan.

Less than ten percent (9.2%) said they preferred
to rent right now. Some of those were not going
to be in Hawai'i for a long time and they did not
want to be tied down to any one place. Others
were not ready for the kind of commitment that
home ownership requires.

Table 14. Top Six Reasons for Not Buying a Home, 2016

County

Hawaii [ Honolulu | Kauai |  Maui State
Too Expensive 47.5% 65.8% 73.1% 66.1% 64.1%
Cannot Afford Down Payment 23.0% 30.8% 12.0% 23.0% 28.0%
Cannot Afford Monthly Payment 14.8% 15.4% 8.2% 9.7% 14.3%
Cannot Qualify For Loan 8.6% 12.6% 4.7% 13.2% 11.9%
Do Not Want To Buy; Prefer To Rent 10.2% 10.1% 6.5% 4.4% 9.2%
Other 19.6% 15.0% 21.6% 19.6% 17.6%

Source: Housing Demand Survey, 2016

In 2016, fewer households wanted to move away
from Hawai'i. Fewer were moving because of
housing issues, and fewer were not buying
because of a lack of confidence in Hawai'i’s real
estate markets. There were still many families
moving out of Hawai‘i because they could not
afford to buy a home, and Table 14 more than
attests to a very high priced market forcing many
prospective homeowners into rental units.
Fortunately, the end of the Great Recession
seems to have brought at least a modicum of
confidence to the market.

b. Effective Demand

A household that moves out of Hawai‘i will not
increase demand for Hawai‘i housing units and
must be excluded from current demand. For this
reason, we computed an estimate of effective
demand that included only respondents who
would move within the State. Movers, defined as

Hawai'i Housing Planning Study, 2016

residents who met the criteria for inclusion in the
effective demand estimate, were expected to
generate market activity (buying, selling, or both)
in the next several years. As such, the estimate
of effective demand is the number of units likely
to be affected as these movers enter the market.

Table 15. Effective Demand for Next Five Years by
County, 1992, 1997, 2003, 2006, 2011, and 2016

Effective Demand
Percent of households intending to move to a
housing unit in Hawai'i in the next five years

1992 | 1997 | 2003 | 2006 | 2011 | 2016

Hawaii | 40.2 343 338 363 260 387

Z| Honolulu | 51.7 47.3 389 332 313 449
3 Maui 388 414 357 396 313 387
Kaua'i 385 342 314 306 27.3 312
State 484 444 375 342 303 426

Source: Housing Demand Survey, 1992, 1997, 2003, 2006, 2011,
and 2016
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Across the State, effective demand fell in each
Housing Demand Study year from 1992 (48.4%)
through 2011 (30.3%). In 2016, statewide
effective demand jumped to 42.6 percent, nearly
reaching the level observed in the late 1990s.
The long-term trend, marked by slower market
activity, turned upward in 2015. The 20-year low
measured in 2011 occurred during a housing
market with very high prices and low inventories.
Such market conditions do not favor buyers. The
increase in effective demand that we see in 2016
occurs at a time when home prices are high and
inventories are low following an 8-year period of
low market activity. The situation suggests a
build-up of pent-up demand. These conditions
might be expected to result in more people being
interested in moving.

Historically, effective demand estimates for the
counties have been similar over time. Honolulu
County’'s effective demand has generally been
highest among the counties. Among the
Neighbor Island counties, effective demand has
been highest in Maui County and lower in
Hawai‘i and Kaua'i Counties.

c. Qualified Demand

Qualified demand narrows the demand estimate
further by considering only effective demand
households that are financially prepared to
pursue their preferred tenancy and unit type.
This step eliminates households that do not have
the financial qualifications to purchase or rent
housing units in the current economy.

Based on this analysis, we estimate that 42
percent of effective demand households are
financially prepared to acquire a different
residence. This is notably higher than in 2011,
(30%), 2006 (34%), and 2003 (38%).

Differences exist between prospective buyers
and renters with regard to their financial
preparedness for a new home. Statewide, only
about 7 percent of households that planned to

Hawai'i Housing Planning Study, 2016

buy a single-family unit were financially able?® to
do so.

Table 16. Qualified Demand for All Unit Types by
County, 1992, 1997, 2003, 2006, 2011, and 2016

County

Hawai‘i Honolulu Maui Kaua‘i State
1992 40.2% 51.7% 38.8% 38.5% 48.4%
1997 34.3% 47.3% 41.4% 34.2% 44.4%

2003 33.8%
2006 36.3%
2011 26.0% 31.3% 31.3% 27.3% 30.3%
2016 36.9% 44.0% 39.7% 35.1% 42.1%

Source: Housing Demand Survey, 1992, 1997, 2003, 2006,
2011, and 2016

38.9%
33.2%

35.7%
39.6%

31.4%
30.6%

37.5%
34.2%

Less than a fifth (19%) of households who
wanted a multi-family unit were financially
prepared to pursue their preferred housing.
Finally, among households that expect to rent
their next residence, 24 percent are financially
able to make the median monthly rent payments
without allotting more than 30 percent of their
household income to cover that expense.

4. Housing Preferences (Buyers & Renters)

As in the past, buyer and renter preferences for
housing unit characteristics were measured in
2016. The objective was to provide information
on preferences to support a broad range of
housing issue analyses over the next few years.
In this section of the report, we will briefly
describe the most salient of those preferences.

Forty-seven percent of households that planned
to move said they would buy their next unit.
Plans for home ownership were on the upswing,
following an all-time low of 42 percent in 2011.
The shift away from homeownership in 2011 was
likely a reaction to the economic climate,
difficulties obtaining financing, and delays for
homeowners who had to sell a current unit to
purchase a new one. It should be noted that a
preference for ownership does not always

23 Have sufficient funds for the down payment AND are able
to make the monthly mortgage payment without allotting
more than 30 percent of their household income to the
housing payment.
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translate into reality in the marketplace. About 15
percent of survey respondents statewide who
said they planned to purchase their next home
conceded that they were not sure they would be
able to afford it and may have to continue
renting.

a. Households Planning to Buy

To evaluate financial readiness of households
wishing to buy a housing unit in Hawai'i in the
next five years, we examined their income,
affordable monthly housing payment, and total
amount available for a down payment. These
elements were evaluated against a median
priced home assuming a fixed rate, 30-year loan,
a four percent interest rate, and a twenty percent
down payment. The results are outlined in
Tables 17 and 18.

Statewide, 18 percent of prospective buyer
households planning to purchase a single-family
home indicated they could afford to make the
monthly mortgage payments. Twenty-six percent
of these households reported that they had
sufficient funds to make a twenty percent down
payment. When both of these financial
gualifications were applied, 7 percent of
households would be considered fully qualified.?*

The situation among prospective buyers varies
by county. For Honolulu and Kaua'i, a greater
number of households reported having enough
money to put toward the down payment than
reported being able to afford the monthly
mortgage payment. Prospective  buyer
households planning to purchase a single-family
unit in Maui and Hawai‘i, however, were more
likely to be able to afford the monthly payments
but not have adequate funds to put toward the
down payment.

In Honolulu, only 5 percent of buyer households
were fully qualified. This is likely related to the
fact that the median sales price for a single-
family dwelling for Honolulu County ($760,000) is

24 Fully qualified households were able to afford the
monthly mortgage payments AND had sufficient funds
to make the 20 percent down payment.
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25 percent higher than the next highest median
sales price ($607,000) and 22 percent higher
than the statewide median ($623,000). Nine
percent of Maui County’s intended buyers were
fully qualified. In Hawai‘i and Kaua'i Counties,
13 percent of buyers were qualified.

The same set of financial qualification measures
was applied to potential homebuyers who sought
to purchase a multi-family unit rather than a
single-family home. Using the current median
sales price for condominiums in each county, the
financial readiness of these households was
determined. As shown in Table 18, Hawai'i
residents planning to purchase a multi-family
rather than a single-family unit are somewhat
more likely to be financially able to do so.

Because the median price, and therefore the
monthly mortgage and down payment required,
is lower for multi-family units, a significantly
greater percentage of Hawai‘i households would
be able to make the monthly payments for a
multi-family dwelling than for a single-family unit.
For the State, 48 percent of potential multi-family
homebuyers could afford to make the monthly
housing payment. Twenty-seven percent of
these households have enough money for the
down payment. After both criteria are applied,
19 percent of households across the State
planning to purchase a multi-family unit would be
fully qualified to do so. This is roughly one-and-a
half times the percentage of households fully
qualified to purchase a single-family home.

This analysis does not consider the impact of
maintenance fees attached to many multifamily
units. Maintenance and other fees can add as
much as $100 to $200 to monthly shelter
payments, seriously reducing the number of
households who might qualify for purchase.

Nevertheless, the results suggest that multi-
family ownership units may be an attractive
alternative for those households that wish to
purchase their next home but cannot meet the
financial obligations that accompany a single-
family unit. When households with a preference
for a single family home were asked if they
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would consider a multi-family unit if a single-
family unit in their price range was not available,
more than half (54%) of prospective home
buyers indicated that they would consider that
option. Those households willing to accept a

multi-family unit were almost equally divided
between current homeowners (47%) and current
renters trying to transition to home ownership
(53%).

Table 17. Financial Qualification to Purchase a Single Family Home, Counties & State, 2016

Honolulu Maui Hawai'i Kaua'i State
Median Sales Price $760,000 | $607,000 | $363,000 | $581,000 | $623,000
Down Payment Required $152,000 | $121,400 | $72,600 | $116,200 | $124,600
Monthly Mortgage Payment $3,628 $2,898 $1,733 $2,774 $2,974
Total Effective Demand Buyers 23,116 5,009 6,084 1,679 35,888
Can Afford Monthly Payment 11.5% 25.9% 34.4% 10.6% 17.8%
Have Adequate Down Payment 26.5% 23.3% 24.3% 18.6% 25.9%
Fully Qualified 4.5% 9.3% 12.7% 13.1% 7.1%

Source. Median prices from Honolulu Board of Realtors (June 2016) and Zillow (May 2016). Housing
Demand Survey, 2016. Base is effective demand households that plan to purchase a SFD unit.

Table 18. Financial Qualification to Purchase a Multi-Family Unit, Counties & State of Hawai‘i, 2016

Honolulu Maui Hawai'i Kaua'i State
Median Sales Price $405,000 | $370,000 | $330,000 | $377,000 | $386,000
Down Payment Required $81,000 | $74,000 | $66,000 | $75,400 | $77,200
Monthly Mortgage Payment $1,934 $1,766 $1,576 $1,799 $1,843
Total Effective Demand Buyers 10,473 664 391 80 11,608
Can Afford Monthly Payment 49.3% 50.9% 70.1% 70.0% 48.2%
Have Adequate Down Payment 29.2% 23.0% 9.2% 76.3% 27.1%
Fully Qualified 18.7% 20.9% 9.2% 56.3% 18.9%

Source. Median prices from Honolulu Board of Realtors (June 2016) and Zillow (May 2016). Housing
Demand Survey, 2016. Base is effective demand households that plan to purchase a MFD unit.

b. Households Planning to Rent

Over three-quarters of the households planning
to rent their next home cited financial reasons for
their decision, including inability to afford a down
payment or monthly payment and that
purchasing a home in Hawai‘i is just “too
expensive”. These households were also asked
if they would opt to purchase a home now
instead of renting if there was a unit available
they could afford. Over 75 percent responded
affirmatively.

The financial qualification of Hawai‘i households
planning to rent their next home was evaluated
using the current average monthly rent rate for
single family homes and multi-family units in the

Hawai'i Housing Planning Study, 2016

State of Hawai‘'i and each county. Household
income, current monthly shelter payment, and
affordable monthly rent amount were examined
to determine the financial readiness of Hawai‘i's
prospective renters.

Among the approximately 50,000 households
across the State that intend to rent their next
home, 54 percent plan to rent an apartment or
other multi-family unit. Among these households,
29 percent indicated that making the average
monthly rent payment would not be a problem.
In addition, over 30 percent of these households
are currently making monthly rent payments
equal to or higher than the median rent amount.
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For 24 percent of prospective multi-family unit
renters, it would require less than 30 percent of
their household income each month.

Among renters who desire to rent a multi-family
unit, those in Kaua'i County are the most
financially prepared to do so. The majority of
prospective renters in the Counties of Maui and
Honolulu, however, do not earn enough to make
the median monthly rent payment comfortably.

The remaining 46 percent of households
(21,282) planning to rent their next residence in
Hawai‘i would prefer a single-family dwelling.
Statewide, a greater number of those planning to
rent a house indicated they could afford higher
monthly rent payments than was supported by

either their current rent payments or their annual
income.

Thirty-seven percent reported that the median
monthly rent payment or higher would be within
their budget. Only 28 percent were currently
making shelter payments at or above that level.
Further, annual household income figures
suggested that less than one-quarter (24%) are
capable of making the median rent payment for a
single-family home without spending more than
30 percent of their monthly household income for
shelter. This was especially true for the County
of Maui, where just over 10 percent of
prospective renters looking for a single-family
dwelling earned enough to make the rent
payments.

Table 19. Financial Qualification to Rent a Multi-Family Unit, Counties and State of Hawai‘i, 2016

Honolulu Maui Hawai'i Kaua'i State

Median Monthly Rent Amount $2,279 $1,922 $1,718 $1,877 $1,574
Security Deposit + 1st Mo. Rent $4,558 $3,844 $3,436 $3,754 $3,148
Total Effective Demand Renters 23,568 2,516 2,016 717 28,818
Affordable Rent” Same or Higher 11.5% 16.8% 15.1% 14.8% 28.9%

Current Rent Same or Higher 13.4% 19.3% 13.1% 12.9% 30.6%
Income-Based Qualification 10.5% 7.1% 21.2% 24.6% 24.4%

Source: Median rents from RentRange® (Feb. 2016) for all unit sizes. Qualified renters from HHPS 2016.
Base is households that plan to rent their next MFD unit in the State of Hawai'i.

* Self-reported affordable rent amount.

Table 20. Financial Qualification to Rent a Single Family Unit, Counties and State of Hawai'i, 2016

Honolulu Maui Hawai'i Kaua'i State

Median Monthly Rent Amount $2,657 $2,090 $1,431 $1,930 $2,084
Security Deposit + 1st Mo. Rent $5,314 $4,180 $2,862 $3,860 $4,168
Total Effective Demand Renters 12,026 3,792 3,845 1,618 21,282
Affordable Rent” Same or Higher 23.7% 22.9% 38.2% 29.6% 36.5%

Current Rent Same or Higher 27.2% 26.1% 27.0% 17.9% 28.0%
Income-Based Qualification 23.0% 10.7% 29.2% 15.1% 23.7%

Source: Median rents from RentRange® (Feb. 2016) for all unit sizes. Qualified renters from HHPS 2016.
Base is households that plan to rent their next SFD unit in the State of Hawai'i.

* Self-reported affordable rent amount.
5. Housing Preferences

a. For Owned Units

Once again, most potential buyers statewide
(68%) preferred single-family detached homes.

Hawai'i Housing Planning Study, 2016

Single-family units are more important to buyers
in Hawai'i (85%), Kaua'i (84%), and Maui
Counties (83%) than in Honolulu (61%). The
County of Hawai‘i, with the lowest percentage of
multi-family units in the State, also showed the
lowest preference for condominium units (5%).

Page 23

© SMS, Inc.

December, 2016



About 40 percent of potential buyers said they
would be looking for at least a two-bedroom unit
and 29 percent said they would need at least
three bedrooms. The willingness to settle for
fewer bedrooms was higher than in the past,
perhaps reflecting their readiness to compromise
on unit size in the face of high prices. The same
was true for the preferred number of bathrooms.
Half of buyers conceded that they would be
willing to accept a unit with only one or one-and-
a-half bathrooms.

Asked about the smallest unit they would accept,
nearly half of would-be buyers (46%) said they
could live with 800 to 1,200 square feet. An
additional 16 percent said they could accept
units between 1,200 and 1,500 square feet.

b. For Rented Units

Households that planned to rent their next home
were mostly current renters (87%). Among
those who would rent their next unit, 43 percent
preferred to rent a single-family house. About 47
percent preferred an apartment or condominium,
and another seven percent chose a townhouse.
Preference for single-family homes was once
again much higher on Neighbor Islands. On
O‘ahu, renters were more interested in
townhomes.

Across the State, renters first choice would be
larger units with two (43%) or three bedrooms
(31%). Nearly all of the potential renters,
however, were willing to take units with fewer
than three bedrooms, if necessary (83%). Again,
these figures suggest a willingness to accept
smaller units than in the past. The number of
bathrooms required was also relatively low, with
69 percent reporting that they could accept one
or one-and-a-half baths.

About 41 percent of potential renters said they
would need less than 1,000 square feet of space
in their next unit. An almost equal number of
renters reported a need for between 1,000 and
1,500 square feet (39%).

Sixty-five percent of households that plan to rent
their next unit indicated that they would like to

Hawai'i Housing Planning Study, 2016

purchase a home in the future. Their reasons for
not doing so now most often included the high
cost of housing and insufficient funds for a down
payment. On average, these households plan to
buy a unit in about eight years.

C. HOUSING PRICES

The primary determinants of housing prices are
housing demand and housing supply. As
demand increases, prices rise. If new units are
supplied to the market, prices fall. As prices rise,
units are supplied and demand decreases and
prices fall. As prices fall, supply falls off and
demand increases. If demand and supply
continually work in this fashion, the price of
housing will reach equilibrium.

1. Sales Prices

This simple model of price behavior doesn't work
the same way in every housing market. During
the first half of the last decade, a number of
researchers noticed that house prices in certain
regions had begun to exceed the cost of
production by significant margins. Glaeser and
Gyourko (2008) summarized their work,
concluding that, with respect to house prices,
there were three general types of housing
markets in the U.S.: (1) low-priced, low demand
markets?®; (2) medium priced, high demand
markets with high supply elasticity?®; and (3)
high-priced markets with high demand and low
supply elasticity.?” Hawai‘i's markets are of type
3 which we will refer to as “high-priced markets”.
They have very high prices, highly volatile
market activity, and a supply side that does not
respond quickly to increases in demand. They
also have high productivity ratings measured by
higher wages and higher household incomes,
higher amenities, and greater external demand.

In high-priced markets, demand and supply do
not contribute equally to the house prices. Theo

25 For example, Buffalo, Rochester, Erie, Cleveland, Gary,
Akron, and Detroit.

26 Examples are Houston and Dallas, Oklahoma City,
Ames lowa, Topeka Kansas, and Lincoln Nebraska.

27 Such as Honolulu, San Francisco, Los Angeles,
Portland, Seattle, Chicago, Boston, New York,
Washington, D.C., and Miami.
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Eicher (2008) looked at both factors in
Washington State and concluded that, between
1989 and 2006, demand factors (population
growth and income) increased the cost of a
house in Washington by $50,000. Supply factors
(land use regulation, permitting delays, and
statewide growth management) increased the
cost of a house by $200,000.

Recently, housing economists found that the
behavior of high-priced housing markets has
departed even further from the simple demand
and supply model.?® Gyourko, Mayer, and Sinai
(2013) advanced the argument that the standard
demand model may not hold for high-priced
housing markets. In those markets, a sharp
change in housing demand can speed up price
growth rates and change the composition of local
populations.

Gyourko et al. found that these so-called
“Superstar” cities had 60 percent higher house
prices than other cities. They also had average
incomes that were 24 percent higher and 3.4
percent more high-income households than
other cities. Superstar home prices were
disproportionately affected when household
income changed. When the national number of
rich families increased, the price of housing in
Superstar cities rose by 39 percent more than in
other cities. Between 1970 and 2000, home
prices in those cities rose by 75 percent, so
national income increase accounted for more
than 80 percent of the excess growth in
Superstar cities during that time (p.185).

High house prices perpetuate price increases
even without an increase in location value or a
change in the elasticity of supply. They lead to
higher rents and greater population growth as
higher-income households crowd out lower-
income households. They will alter income
distribution, as higher-income buyers crowd out
middle-income homeowners. Finally, it causes a
change in the price-to-rent ratio. Lower income

28 Gyourko et al. were working with the standard cross-
sectional housing demand model, which posits that
changes in price are caused by differences in the
economic value of living in one market or another, which
are in turn driven by differences in wages, amenities,
and fiscal policies.
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households will be crowded out; higher income
households will expect higher appreciation and
will be more willing to accept higher home prices.
Thus, high prices create increased demand.

Some newer research suggests that other
correlates of high-priced housing are worthy of
more intense research, including tourism,
income inequality, and liberal politics.

a. Impact of High House Prices

The most distinctive characteristic of Hawai'‘i's
housing market is high prices. Figure 6 shows
single-family and condominium sales prices from
1980 to 2015 in Honolulu. Prices are in current
dollars.

Our last two price run-ups are easily identified.
Housing prices more than doubled in a few
years. Both periods of expansion ended quickly,
after which prices dropped slightly, then held in
place. The period of adjustment following the
last run-up was nearly a decade long. The post-
2008 recovery has been 7 years in the making.
Prices regained their 2007 peaks by 2012 for
condominiums and 2013 for single-family homes.

The intensity of the run-up periods is not unique
to Hawai‘i. West Coast States, New England,
New York, Washington D.C., and Miami have
similar profiles. New York, Boston, and Los
Angeles have had higher home prices than
Hawai‘i in some recent years. San Francisco’s
price history is even more volatile than Hawai‘i’s.
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Figure 6. Housing Prices in Honolulu, 1980-2015
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The unique aspect of Hawai'i's housing market
history is the length of time that prices remain
steady after a run-up. Prices drop, but by lesser
amounts and at a slower pace than in other high-
priced markets.

Table 21 shows median sales prices for single-
family homes and condominiums in Hawai'i
between 2009 and 2016. More detailed home
prices are shown in the Appendix. As suggested
by Figure 6, this period was marked by
increasing prices, but was far short of the rate
increases expected during a run-up.

Across the State, the median sales price of a
single-family dwelling increased 18 percent
between 2010 and 2015. The increase in
condominium sales prices was slightly lower at
13 percent over the same period.

The largest increase in median sales prices for
single-family housing occurred in Maui County.
Homes in Maui went from a 2010 median sales
price of $460,000 to a median of $570,000 in
2014 (+24%). Hawai‘i County also experienced
a significant increase in single-family home
prices during this period, with an increase of 21
percent in the median sales price.

Hawai'i Housing Planning Study, 2016

Table 21. Median Home Sales Prices, Counties
and State of Hawai‘i, 2009 and 2015

County
Hawai‘i | Honolulu | Kaua'i | Maui | State
Single-Family House Sales Prices
(in thousand)
2009 $277 $576 S$469 $496  $495
2010 $258 $599 $494 $459 $486
2011 $244 S577 $462 $435 $470
2012 $262 $624 $459 $469 $501
2013 $294 S646 $520 $527 S543
2014 $317 $673 $543 $568 S$572
2015 $330 $699 $625 $585 $600
Multi-Family Condominium Sales Prices
(in thousand)

2009 $285 $303 $314 $394 $313
2010 $254 $306 $269 $384 S$311
2011 $210 $302 $234 $309 S$292
2012 $259 $316 $293 $354 S$316
2013 $261 $333 $302 $372 S333
2014 $283 $350 S344 $412 S352
2015 $273 $363 $359 $411 S364

Source: UHERO. Further details on home sales prices are
shown in Appendix Tables D-14 and D-15.

Kaua'i had the largest increase in median sales
prices for condominiums. In 2010, buyers paid
$270,000 for a Kaua'i condominium. Just four
years later, the median priced had jumped 28
percent to $346,000. It is interesting to note that
the smallest increase in median sales price was
for single-family homes on Kaua'i. The price for
single-family units only increased by 7 percent
between 2010 and 2014.

These figures are supported by a recent report
on residential home sales in Hawai'i®*® that put
the average sale price of a single-family house
between 2009 and 2015 at $528,300 for the
State. The average sale price for condominiums
in the same period was $328,000.

2. Rents

The Rental Housing Study 2016 shows that
Hawai‘i average contract rents were on the rise
from 2009 through the first quarter of 2016. The

29 http:/ffiles.hawaii.gov/dbedt/economic/datareports/
homesale/Residential_Home_Sales_in_Hawai'i _May
2016.pdf
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data indicate that rents continue to rise for the
State and each of the four Counties.

Table 22. Average Rent for All Units, Counties and
State of Hawai‘i, 2009-2016

County

Hawai'i | Honolulu | Kaua'i | Maui | State
2009 1,261 1,999 1,645 1,632 1,783
2010 1,375 1,953 1,733 1,764 1,650
2011 1,353 2,076 1,673 1,860 1,662
2012 1,377 2,109 1,694 1,840 1,706
2013 1,427 2,106 1,668 1,804 1,781
2014 1,387 2,214 1,736 1,728 1,841
2015 1,331 2,417 1,675 2,093 1,964
2016 1,474 2,468 1,704 2,106 2,019
Source: RentRange®, 2009-2016. Figures shown in

current U.S. dollars

The contract rent data suggest that, across all
types (single-family and multi-family) and sizes
(one-bedroom through five-bedroom) of rental
units, renters in Hawai‘i are paying more for their
accommodations now than they were previously.

Figure 7 shows rent growth changes since 2009.
For the State, the current average rent is 2.8
percent higher than in 2015. Increases in nearly
all of the counties were one to two percent over
last year. Only one of the counties, Hawai'‘i, had
a notable increase over the past year. Average
rents for Hawai'i County climbed 11 percent
between 2015 and 2016.

Figure 7. Average Rents, Counties and State of
Hawai‘i, 2009-2015
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Households in the City & County of Honolulu, 40
percent of whom are renters, consistently have
the highest average contract rent ($2,468) and
tend to drive the overall median for the State.
Renters in the County of Maui represented 39
percent of households and paid the second
highest amount ($2,106) to cover their monthly
housing expenses. One-third of Kaua'i's
households rented their homes and made an
average monthly rent payment of $1,704. This
was only 1.9 percent higher than their 2011
average payment. The 2016 average contract
rent in the County of Hawai'i is the lowest in the
state at $1,474 per month.

Although the U.S. Department of Housing and
Urban Development'’s Fair Market Rents for each
of the counties are lower than the average
contract rents, the percentage increases over the
past year are very similar. The increases for
Maui, Hawai'i, and Kaua'i Counties ranged from
one to four percent, while the increase for
Honolulu was ten percent.

Table 23. Average Fair Market Rent for All Units,
Counties of Hawai'i, 2009-2016

County

Hawai'i | Honolulu | Kauai | Maui
2009 1,160 1,825 1,332 1,584
2010 1,232 1,906 1,414 1,682
2011 1,280 1,904 1,470 1,749
2012 1,295 1,977 1,428 1,625
2013 1,150 2,060 1,835 1,374
2014 1,047 2,046 1,739 1,318
2015 1,268 2,034 1,330 1,321
2016 1,311 2,172 1,310 1,429

Source: Dept. of Housing and Urban Development, 2009-
2016. Current U.S. dollars.

Analyses of the rents by unit type and size
revealed that these increases were common
across all types and sizes of units. Between
2011 and 2016, increases in rent amounts were
larger for multi-family (21.5%) than for single-
family (15.2%) rental units.
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Table 24. Average Rent by Unit Type and Size, State of Hawai'‘i, 2009-2016

Single-Family Unit Multi-Family Units

All SF All MF

1BR 2BR 3BR 4BR 5BR Units 1BR 2BR 3BR 4BR Units

2009 1,064 1,359 1,981 2,325 2,848 1,915 1,121 1,467 1,909 1,970 1,783

2010 1,073 1,425 1,815 2,246 2,227 1,757 1,032 1,386 1,777 1,866 1,650

2011 1,165 1,481 1,830 2,345 2,153 1,795 1,090 1,387 1,807 1,703 1,662

2012 1,086 1,476 1,803 2,134 2,456 1,791 1,101 1,420 1,792 2,083 1,706

2013 1,137 1,491 1,922 2,213 2,503 1,853 1,141 1,494 1,911 2,221 1,781

2014 1,093 1,490 1,864 2,223 2,610 1,856 1,218 1,605 2,057 2,415 1,841

2015 1,182 1,590 2,032 2,600 2,693 2,020 1,250 1,645 2,126 2,559 1,964

2016 1,212 1,537 2,085 2,719 2,784 2,067 1,275 1,719 2,174 2,672 2,019
% chg

(22811(; 4.0% 3.8% 139% 159% 293% 152% | 17.0% 23.9% 20.3% 56.9% 21.5%

Source. RentRange®, 2009-2016. Figures are current U.S. dollars. Further details are shown in Table D-10 through D-13 in

the Appendix.

The average rent for a two-bedroom single-
family unit increased by 4 percent from 2011 to
2016, and monthly rent for the same size multi-
family unit increased by 24 percent during the
same period. Similarly, the average amount paid
to rent a four-bedroom single-family unit went up
by $373 (16%) between 2011 and 2016. In that
same time, the average rent for four-bedroom
multi-family units jumped by $970 (57%).

This trend is not unigue to Hawai'‘i; rents were up
for all major metropolitan areas. Honolulu is
consistently ranked near the top of the list of
America’s high-rent cities and, in 2016, our
average rent was second only to San Francisco.

With the recent improvement in the overall
economy, rentership has increased as more kids
move out of their parents' basements and into
rental apartments. This leads to falling rental
vacancies and increasing rents. With many of
the would-be first-time buyers unable to afford
current housing prices, homeownership has
dipped in exchange for increases in rentership.

3. Affordable Housing

Simply having one housing unit per household
with additional vacant units to ensure a

Hawai'i Housing Planning Study, 2016

reasonable vacancy rate does not ensure that all
households will be adequately housed. There
must be a sufficient number of units to
accommodate all households and an appropriate
mix of unit types and sizes in the appropriate
locations. Perhaps the most significant challenge
in housing Hawai‘i's people is the high cost of
housing across the state. While the multi-million
dollar homes sought by wealthy international
buyers will nearly always be supplied by the
market, the number of homes that are affordable
to lower income households is limited.

a. Employment and Affordable Prices

There are numerous definitions of affordable
housing and many approaches to describing the
impact of affordability on the population. We
have already discussed the shelter-to-income
ratio and its role in estimating affordability.
Households with very high STI ratios are said to
be living in unaffordable units. Areas with high
average STI ratios are less affordable than those
with lower ratios.

In recent years, the measure of the wage and
salary income needed to rent a median-priced 2-
bedroom apartment has attracted the attention of
many. The measurement was developed by the
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National Low-Income Housing Coalition (NLIHC)
and is available in the Out Of Reach Report
annually. A summary of findings for 2016 are
presented in Table 25. Details appear in Table
D-6 in the appendix.

Table 25. FY16 Housing Wage, Hawai‘i 2016

Hourly wage necessary to
afford a 2-bedrooom rental
unit at HUD Fair Market
Rent, 2016

State of Hawai'i $34.22
Hawai‘i County $22.96
Honolulu County $38.17
Kaua'i County $23.81
Maui County $24.73

Source. NLIHC Out Of Reach, 2016

Compare Hawai‘i's Housing Wage ($34.22) with
the average wage of a renter in the state
($14.53), and it is understandable that there are
many households with very high shelter-to-
income ratios. Notice, also, the large differences
between the City and County of Honolulu and
the other counties. Finally, the NLIHC measure
allows us to compare our rent wage with others
across the nation. Hawai'‘i's 2016 rent wage is
the highest among the States and the Honolulu
rent wage is the seventh highest among all the
counties in the nation.

b. Affordable units in the current housing
stock

For housing planning, we prefer a definition of
affordable housing units recently developed by
the Urban Institute (UI).2° They defined
affordable housing units as units with a monthly
mortgage or rent payment that would require no
more than 30 percent of the monthly household
income for a household earning a specified
percent of the HUD Area Median Income (AMI).

Unlike other measures of affordability, which
measure the condition of households or persons

30 Leopold, Josh, Liza Getsinger, Pamela Blumenthal,
Katya Abazajan, and Reed Jordan. (2015). The housing
affordability gap for extremely low-income renters in
2013, Urban Institute Research Report, June 15, 2015.

Hawai'i Housing Planning Study, 2016

in households, Ul affordability measures
affordability as a condition of the housing stock,
the number of existing units with shelter prices
affordable to households with varying levels of
resources.

The taxonomy classifies all housing units,
occupied and vacant, as affordable or
unaffordable to those households within specific
HUD household income guidelines. By virtue of
the HUD guidelines, classified housing units are
affordable and adjusted for household size and
geography. We applied the procedure to Hawai'i
household prices and rents in Public Use
Microdata Sample (PUMS) data for 2014, using
guidelines for 30 percent, 50 percent, 80
percent, and 100 percent of AMI for each county.

Results are presented in Table 26. Less than
half of the housing stock statewide (49.8%) was
affordable to households earning 80 percent of
HUD AMI. Affordable units were most limited in
Maui County, with just 48.6 percent of the
island’s housing affordable to low income
households. The housing stock on Kaua'i
included the largest percentage of affordable
units (53.3%), and in the City and County of
Honolulu, almost exact half of all units were
affordable in 2014.

Maui County had the lowest proportion of
affordable housing units at 80 percent of the
local AMI (48.6%). The range across the
counties, however, was less than five
percentage points, clearly indicating that about
half of all the affordable units in Hawai‘i are
affordable to households with incomes below 80
percent of the HUD median.

Across the state, 21.5 percent of available units
were affordable to households earning 50
percent of the median AMI. An additional 28.3
percent of all units were affordable to
households earning between 50 percent and 80
percent of AMI. Finally, 58.8 percent of the
housing units in Hawai'i were affordable to
households with incomes at the area median
income.
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Table 26. Affordable Housing Units by Occupancy, Tenure, and County, 2014

State I Hawai'i I Honolulu | Kaua'i I Maui
TOTAL HOUSING STOCK 477,515 69,458 321,661 24,955 61,395
TOTAL UNITS WITH PAYMENTS 380,914 49,960 261,682 19,220 50,021
% affordable at 50% AMI 21.5% 20.3% 22.1% 24.1% 18.7%
% affordable at 80% AMI 49.8% 49.4% 49.9% 53.3% 48.6%
% affordable at median AMI 58.8% 54.1% 60.2% 61.3% 59.2%
RENTAL UNITS
Occupied 179,636 18,816 132,483 7,616 20,690
% affordable at 50% AMI 32.6% 32.5% 32.8% 41.4% 27.9%
% affordable at 80% AMI 66.8% 71.1% 65.3% 67.8% 68.4%
% affordable at median AMI 71.2% 75.5% 68.9% 75.3% 80.7%
Vacant 21,117 2,636 8,927 1,969 7,585
% affordable at 50% AMI 34.5% 48.6% 39.3% 23.0% 26.8%
% affordable at 80% AMI 70.4% 79.4% 76.2% 59.2% 63.4%
% affordable at median AMI 78.1% 86.6% 82.4% 69.7% 72.1%
OWNERSHIP UNITS
Occupied 174,062 26,272 117,679 9,044 21,067
% affordable at 50% AMI 18.5% 9.1% 8.9% 11.0% 7.2%
% affordable at 80% AMI 30.4% 30.9% 31.0% 33.2% 25.0%
% affordable at median AMI 44.3% 35.6% 49.0% 41.0% 34.4%
Vacant 6,099 2,236 2,593 591 679
% affordable at 50% AMI 10.0% 15.5% 8.8% 4.1% 1.7%
% affordable at 80% AMI 34.8% 48.4% 30.6% 25.9% 13.6%
% affordable at median AMI 47.0% 53.5% 51.3% 34.3% 28.5%
ALL UNIT TYPES
Occupied 353,698 45,088 250,162 16,660 41,757
% affordable at 50% AMI 33.7% 36.9% 33.4% 39.2% 29.5%
% affordable at 80% AMI 56.5% 57.2% 56.5% 61.9% 53.5%
% affordable at median AMI 61.4% 63.5% 61.2% 65.2% 58.7%
Vacant 27,216 4,872 11,520 2,560 8,264
% affordable at 50% AMI 29.7% 34.2% 32.4% 24.8% 24.8%
% affordable at 80% AMI 57.5% 68.3% 54.6% 54.0% 56.2%
% affordable at median AMI 61.8% 73.9% 58.7% 58.1% 60.1%
Units with No Housing Payment 96,601 19,498 59,979 5,735 11,374

Source. Estimates from ACS 5-year data 2014. “Housing stock” includes occupied housing units and vacant plus available
units. Units with no payment include owner units with paid mortgages and units occupied without payment of cash rent.

In every county, many more rental units than
ownership units were affordable to households
with incomes below the AMI.  Seventy-one
percent of occupied and 78 percent of vacant
rental units were affordable at 100 percent of
AMI. Comparable figures for ownership units
were 44 and 47 percent at the median income
level, the percent of currently occupied housing
units and currently vacant housing units that
were affordable were very similar at 61 percent.

Hawai'i Housing Planning Study, 2016

The Ul measure of affordable housing in a
geographic area has advantages and
disadvantages. The major advantage is that it
provides a measure of affordability that is tied to
individual housing units rather than an estimate
based on the characteristics of occupants.
Planners know how many units are affordable
and even how many of those are vacant and
available. Housing planning decisions can be
guided by the desire to increase the number and
types of affordable units in specific areas.

Page 30

© SMS, Inc.

December, 2016



Its largest disadvantage is that it is very detailed.
Rather than describing affordable housing units
as those priced below $400,000, planners would
need to specify target area, unit type, income
target, and whether the units in question are
occupied, vacant and available, or both.

It is possible to generate an affordability
measurement for households with incomes
below 30 percent of AMI, or for households with
incomes above 180 percent of AMI. There is
also a potential for comparing the number of
households (families) with specific income levels
to the number of units affordable to those
families based on income and household size.

As discussed in the demand section of this
report, households may be able to afford to
make the monthly payments for a housing unit,
but cannot purchase a home because they lack
sufficient funds for the down payment. It is also
important, therefore, to examine the supply of
affordable ownership versus rental units.

Figure 8. Percentage of Occupied Housing Units
that were Affordable at 80% AMI, 2010 — 2014

70%
65%
60% T T
55%
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% Affordable Units

45%
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Source: SMS estimates from ACS 5-year data 2010-
2014
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In 2014, 30 percent of the owned housing units
in Hawai'i were affordable to households earning
80 percent of HUD AMI (30.4%). There was little
variation among the counties, with Kaua'i having
slightly more affordable units (33.2%) and Maui
having slightly fewer (25%).

Rental units were significantly more likely than
ownership units to be affordable to low-income
households. Statewide, two-thirds of the rental
housing units were affordable to low income
households  (66.8%). Once again, the
percentage of affordable units in Honolulu was
lowest among the counties (65.3%) and highest
for Kaua'i (67.8%).

Vacant units across the state maintained the
pattern found for occupied housing units.
Compared to occupied rental units, a slightly
higher percentage of vacant rental units was
deemed affordable (70.4%). Similarly, close to
35 percent of vacant ownership units (34.8%)
were affordable, versus 30.4 percent of occupied
ownership units.
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[ll.  HOUSING DEMAND PROJECTION, 2015-2025

In the preceding Chapter, demand was defined
as the preferences of the existing population
with respect to their current housing condition.
The characteristics of these preferences were
determined from a statewide survey of
households called the Housing Demand
Survey.

Demand, in this Chapter, addresses the
necessity of housing for the future population.
It calculates the number of additional housing
units required to house the net new population.
This demand projection is based on the
population projects prepared by DBEDT, and
assumes that the characteristic conditions of
our housing stock, the workings of our housing
market, and the accumulated impact of past
market inefficiencies, are maintained
throughout the projection period.

To explore the implications of the future
demand, the preferences derived from the
Housing Demand Survey were applied to the
demand projection to yield a description of the
future demand in terms of the characteristics
captured for the existing population.

Finally, the demand estimate reflects the
number of units required to house population
growth but does not speak to whether or how
the needed units will be built.

A. MODELED DEMAND

To avoid conflicts and to ensure consistency in
planning, public agencies in Hawaii have
agreed since the 1970s to base their work on
projections prepared by the State DBEDT.
The projections are updated periodically; the
latest is for the year 2040. Historically, the
projections relate only to population and
employment. The counties prepare their own
housing projections separately. The City and
County of Honolulu, for example, has been
preparing housing demand projections over the
past 30 years as part of its land use
forecasting process.

Hawai'i Housing Planning Study, 2016

In 2015, DBEDT released its own housing
demand projections to the year 2025, using
two methodologies under three scenarios.3!
These demand projections were deemed
appropriate for expressing the need for new
housing units in Hawai'i in response to
population growth and changing demographic
and economic conditions between 2015 and
2025. In particular, this study based its
conclusions on the most conservative of the six
housing demand projections. The projected
demand for the State is 64,693 units. For
Honolulu, DBEDT estimated housing demand
to be 25,848 units, 21,055 of which were
required for new households and the
remainder for vacancies and seasonal units.
This result is consistent with the demand
projections prepared by the Honolulu
Department of Planning and Permitting, which
is identical to one of the six DBEDT
projections.

B. DEMAND ATTRIBUTES

Table 27a summarizes the housing demand for
the State and its four counties from 2015
through 2025. Table 27b presents the demand
by HUD income guidelines. HUD guidelines
define the income qualifications for service
under most HUD programs. Table 28 shows
the same distribution according to the survey
income in each county as measured in the
Housing Demand Survey.

31 Department of Business, Economic Development & Tourism,
2015. Measuring housing demand in Hawai'l, 2015-2025.
DBEDT, Research and Economic Analysis Division, April
2015.
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Table 27a. Housing Demand by Income Classification, Counties & State of Hawai‘i, 2015-2025

HUD Income Classification (% of Area Median Income)
Less | 30to | 50to | 60to | 80to | 120to | 140to
than30] 50 60 80 120 140 180 180+ | Total
State of Hawai‘i 15,511 12,507 6,352 9,458 8,291 5,378 1,695 5,501 |64,693
Honolulu 6,105 4,414 2,364 4,115 4,075 2,130 867 1,778 |25,848
Maui 2,947 2,775 1,414 2,393 1,626 1,493 500 801 |13,949
Hawai‘i 4,966 3,917 2,292 2,200 2,193 1,295 122 2,624 |19,609
Kaua‘i 1,493 1,401 282 750 397 460 206 298 | 5,287
Income Classifications
Less $100k | More
than |$30k to| $45k to| $60k to|$75k to| to than
$30k | $45k | $60k | S75k | $100k | $150k | $150k Total
State of Hawai‘i 16,998 13,691 6,984 10,293 9,054 5,853 1,820 64,693
Honolulu 6,556 4,740 2,539 4,419 4,376 2,287 930 25,848
Maui 3,127 2,944 1,500 2,539 1,725 1,584 530 13,949
Hawai‘i 5733 4,522 2,646 2,540 2,532 1,495 142 19,609
Kaua’i 1,582 1,485 299 795 421 487 218 5,287
Source: Housing Demand Survey and DBEDT Housing Demand 2015-2025
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Table 27b. Housing Demand by HUD Income Guideline, Counties & State of Hawai‘i, 2015-2025

HUD Income Classification (% of Area Median Income)
More
Less than than

30% 30-50% | 50-60% | 60-80% | 80-120% |120-140% |140-180%( 180% Total
State of Hawaii 15,511 12,507 6,352 9,458 8,291 5,378 1,695 5,501 64,693
Ownership Units 5,611 4,503 2,584 5,404 5,468 4,669 1,446 4,787 34,472
Single-Family 4,821 3,432 2,239 4,453 3,459 3,549 1,025 3,744 26,722
Multi-Family 790 1,071 345 947 2,009 1,120 423 1,045 7,750
Rental Units 9,900 8,004 3,768 4,054 2,823 709 249 715 30,222
Single-Family 6,023 4,226 2,371 2,941 1,680 430 157 534 18,362
Multi-Family 3,877 3,778 1,397 1,113 1,143 279 92 181 11,860
Honolulu 6,105 4,414 2,364 4,115 4,075 2,130 867 1,778 25,848
Ownership Units 1,526 1,629 1,073 2,495 2,784 2,046 672 1,501 13,726
Single-Family 918 868 932 1,877 1,036 1,300 451 977 8,359
Multi-Family 608 761 141 618 1,748 746 221 524 5,367
Rental Units 4,579 2,785 1,291 1,620 1,291 84 195 277 12,122
Single-Family 1,887 550 461 882 539 30 129 213 4,691
Multi-Family 2,692 2,235 830 738 752 54 66 64 7,431
Maui 2,947 2,775 1,414 2,393 1,626 1,493 500 801 13,949
Ownership Units 1,079 824 351 1,151 1,308 1,292 469 766 7,240
Single-Family 1,022 783 234 1,022 1,112 1,032 368 610 6,183
Multi-Family 57 41 117 129 196 260 101 156 1,057

Rental Units 1,868 1,951 1,063 1,242 318 201 31 35 6,709
Single-Family 1,295 1,226 771 1,050 239 156 17 30 4,784
Multi-Family 573 725 292 192 79 45 14 6 1,926
Hawaii 4,966 3,917 2,292 2,200 2,193 1,295 122 2,624 19,609
Ownership Units 2,466 1,430 1,067 1,394 1,200 1,082 112 2,270 11,021
Single-Family 2,348 1,256 981 1,252 1,153 973 48 1,930 9,941
Multi-Family 118 174 86 142 47 109 64 340 1,080

Rental Units 2,500 2,487 1,225 806 993 213 10 355 8,589
Single-Family 2,086 1,903 981 671 722 117 1 262 6,743
Multi-Family 414 584 244 135 271 96 9 93 1,846
Kauai 1,493 1,401 282 750 397 460 206 298 5,287
Ownership Units 540 620 93 364 176 249 193 250 2,485
Single-Family 533 525 92 302 158 244 158 227 2,239

Multi-Family 7 95 1 58 18 5 37 25 246
Rental Units 953 781 189 386 221 211 13 48 2,802
Single-Family 755 547 158 338 180 127 10 29 2,144

Multi-Family 198 234 31 48 41 84 3 19 658

Source: Housing Demand Survey and DBEDT Housing Demand 2015-2025
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Table 28. Housing Demand by Survey Income Classification, Counties and State of Hawai‘i, 2015-2025

Income Classifications

More
S30kto | $45kto | S60kto | S75k to | $100k to than
LT S30k S45k S60k S75k $100k $150k $150k Total
State of Hawaii 16,998 13,691 6,984 10,293 9,054 5,853 1,820 64,693
Ownership Units 4,785 6,425 2,805 6,769 7,052 5,105 1,530 34,472
Single-Family 4,215 4,615 1,821 4,841 5,497 4,463 1,269 26,722
Multi-Family 570 1,810 984 1,928 1,555 642 261 7,750
Rental Units 12,213 7,266 4,179 3,524 2,002 748 290 30,222
Single-Family 6,791 4,884 2,700 2,088 1,153 533 213 18,362
Multi-Family 5,422 2,382 1,479 1,436 849 215 77 11,860
Honolulu 6,556 4,740 2,539 4,419 4,376 2,287 930 25,848
Ownership Units 1,029 2,470 1,193 3,257 3,134 1,930 712 13,726
Single-Family 874 1,551 440 1,595 1,844 1,462 592 8,359
Multi-Family 155 919 753 1,662 1,290 468 120 5,367
Rental Units 5,527 2,270 1,346 1,162 1,242 357 218 12,122
Single-Family 1,394 1,698 331 464 478 169 157 4,691
Multi-Family 4,133 572 1,015 698 764 188 61 7,431
Maui 3,127 2,944 1,500 2,539 1,725 1,584 530 13,949
Ownership Units 904 876 619 1,580 1,257 1,490 514 7,240
Single-Family 782 690 532 1,387 1,055 1,358 379 6,183
Multi-Family 122 186 87 193 202 132 135 1,057
Rental Units 2,223 2,068 881 959 468 94 16 6,709
Single-Family 1,590 1,545 659 454 450 86 0 4,784
Multi-Family 633 523 222 505 18 8 16 1,926
Hawaii 5,733 4,522 2,646 2,540 2,532 1,495 142 19,609
Ownership Units 2,363 2,446 833 1,561 2,407 1,322 89 11,021
Single-Family 2,133 1,898 696 1,494 2,344 1,287 89 9,941
Multi-Family 230 548 137 67 63 35 0 1,080
Rental Units 3,370 2,076 1,813 979 125 173 53 8,589
Single-Family 2,900 1,020 1,595 930 72 173 53 6,743
Multi-Family 470 1,056 218 49 53 0 0 1,846
Kauai 1,582 1,485 299 795 421 487 218 5,287
Ownership Units 489 633 160 371 254 363 215 2,485
Single-Family 426 448 153 365 254 356 209 2,239
Multi-Family 63 157 7 6 0 7 6 246
Rental Units 1,093 852 139 424 167 124 3 2,802
Single-Family 907 621 115 240 153 105 3 2,144
Multi-Family 186 231 24 184 14 19 0 658
Source: Housing Demand Survey and DBEDT Housing Demand 2015-2025
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As identified by the Housing Demand Survey,
the 2014 median household income for the State
was $72,868. The median was slightly higher for
the City and County of Honolulu ($73,859). The
median income for Maui and Kaua'i counties
were approximately equal ($59,799 and $58,868,
respectively). At $44,876, the annual median
household income for Hawai‘i County was well
below the State median.

1. Unit Types

The distribution of housing demand by unit type
was obtained by applying the effective demand
estimates from the Housing Demand Survey to
the DBEDT 2015-2025 demand projection.

Effective demand includes only Hawai'i residents
who are planning to move to a unit in the State of
Hawai'i in the next ten years. Tables 27 and 28
did not account for people who are currently
doubled-up for economic reasons.

Not surprisingly, in a very high-priced housing
market like Hawai‘i's the number of needed units
is relatively high. The lion’s share of the needed
units, however, is concentrated at the lowest
HUD income levels. This finding suggests that
the market is more effective in producing high-
end units than low-end units. Inefficiencies are
exacerbated in periods of rapid market
expansion when fewer low-end units are built.
More middle-market and low-end units are built
during periods of market adjustment.

One conclusion of the 2016 HHPS supports
major conclusions of every housing study and
blue-ribbon housing task force conducted in
Hawai'‘i for the last twenty years — what we need
is more affordable housing.

The estimates in the two tables above reflect the
preferences of Hawai'‘i's likely movers, but do not
account for their willingness to accept
alternatives or their financial qualifications make
their preferred move. As was noted in the prior
section on qualified demand, not every
household is financially prepared to pursue their
preferred housing situation.

Hawai'i Housing Planning Study, 2016

A portion of demand survey respondents who
indicated their preference to purchase their next
residence conceded that they might have to rent
instead. Similarly, several households that intend
to buy a single-family home when they move
noted that they would consider buying a multi-
family dwelling if they could not find a single-
family unit they could afford. Finally, a
percentage of the survey respondents who
indicated that they would be purchasing their
next unit also reported that their current financial
situation was incompatible with that goal
(currently living in public housing, receiving
Section 8 assistance, or with no money for a
down payment).

Additionally, units were not included in the
needed housing unit counts that would be
needed to accommodate those respondent
households that are currently doubled-up (and
are, in reality, two households).

Rather than simply a re-allocation of the needed
units by tenure or type, the number of units
needed to house those households that are
currently doubled-up or include hidden homeless
persons would be in addition to the 64,693 units
needed statewide.

Similarly, housing units that might result from
homeless persons re-entering the housing
market are not included in Tables 27 or 28. By
definition, homeless persons are not included in
housing demand estimates derived from data on
households or housing units. While the Housing
Demand Survey did make provision for including
homeless persons by incorporating cell phone
interviews, very few homeless persons were
identified in the survey this year.

Applying any one of these possible adjustments
to the needed units tables will result in a shift in
the total number and type of housing units
needed to accommodate Hawai'i's residents by
2025. For the reasons detailed above, the
needed units tables cannot be regarded as the
final statement on the number and type of units
required to house Hawai'i's residents between
now and 2025.
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2. Elderly Housing

Analysis was also conducted to identify the
subset of total needed units that would be
required to accommodate elderly households,
that is, households with one or more persons 60
years of age or older, no children under the age
of 18, and no persons other than immediate
family. Of the 64,693 units needed for
households between 2015 and 2025, just under
9 percent were for elderly households statewide
(5,639 units; Table 29). All other needed
housing units, referenced here as “family units”
would be for the use of all other types of
households.

Close to six out of ten units needed for elderly
households in the State are in Honolulu County
(3,213 units). Hawai'i County needed 19 percent
of the elderly units, followed by Maui County with
17 percent. The fewest units needed to
accommodate Hawai'i’'s elderly households were
on Kaua'i (8%).

Considering just the units needed for elderly
households, about one-third (1,889 units) are

Hawai'i Housing Planning Study, 2016

needed for low- and moderate-income
households (80% AMI or less). For these, the
pattern is different across counties. In Kaua'i
County, only 8 percent of the units needed for
elderly households are in the lower income
range. Close to 40 percent of the needed elderly
units for Honolulu, however, are for households
earning 80 percent AMI or less.

Of the units needed for elderly households
statewide demand is evenly split between
ownership and rental housing units. This was
similar across all the counties except for Hawai'i
County, where the demand for ownership
represents 67 percent of the needed units.

As was found for the tenure of the units needed
for elderly households, the demand for single-
family versus multi-family units was almost
evenly distributed. Of the 5,639 needed elderly
units, there was demand for 2,690 (48%) single-
family dwellings. Demand for single-family units
was slightly lower among elderly households in
Honolulu (45%) and Maui (45%) and slightly
higher among elderly households in Hawaii
County (67%) and Kaua'i County (53%).
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Table 29. Housing Demand by HUD Income Classification, Elderly Persons, Hawai'‘i, 2015-2025

HUD Income Classification (% of Area Median Income)
More
Less than than
30% 30-50% | 50-60% | 60-80% | 80-120% |120-140% [140-180%| 180% Total
State of Hawaii 770 201 188 730 674 1,078 497 1,501 5,639
Ownership Units 185 77 117 232 533 466 188 1,008 2,806
Single-Family 185 46 51 227 445 95 24 541 1,614
Multi-Family 0 31 66 5 88 371 164 467 1,192
Rental Units 585 124 71 498 141 612 309 493 2,833
Single-Family 52 124 3 140 0 558 0 199 1,076
Multi-Family 533 0 68 358 141 54 309 294 1,757
Honolulu 703 25 66 465 450 738 240 526 3,213
Ownership Units 170 25 66 171 389 275 36 327 1,459
Single-Family 170 0 0 171 378 39 0] 25 783
Multi-Family 0 25 66 0 11 236 36 302 676
Rental Units 533 0] 0 294 61 463 204 199 1,754
Single-Family 0 0 0 0 0 463 0 199 662
Multi-Family 533 0 0 294 61 0 204 0 1,092
Maui 46 93 11 178 167 107 63 282 947
Ownership Units 0 19 0 61 123 24 16 173 416
Single-Family 0 13 0 56 46 0 16 136 267
Multi-Family 0 6 0 5 77 24 0 37 149
Rental Units 46 74 11 117 44 83 47 109 531
Single-Family 46 74 0 56 0 83 0 0 259
Multi-Family 0 0 11 61 44 0 47 109 272
Hawaii 0] 18 108 84 45 111 108 577 1,051
Ownership Units 0] 18 51 0 21 111 82 420 703
Single-Family 0 18 51 0 21 0 0 336 426
Multi-Family 0 0] 0 0 0 111 82 84 277
Rental Units 0 0] 57 84 24 0 26 157 348
Single-Family 0 0 0 84 0 0 0 0 84
Multi-Family 0 0 57 0 24 0 26 157 264
Kauai 21 65 3 3 12 122 86 116 428
Ownership Units 15 15 0 0 0 56 54 88 228
Single-Family 15 15 0 0 0 56 8 44 138
Multi-Family 0 0 0 0 0 0 46 44 90
Rental Units 6 50 3 3 12 66 32 28 200
Single-Family 6 50 3 0 0 12 0 0 71
Multi-Family 0 0 0 3 12 54 32 28 129
Source: Housing Demand Survey and DBEDT Housing Demand 2015-2025.
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IV. HOUSING ISSUES

A set of housing issues associated with the
general housing market activity in Hawai‘i were
selected for special attention in 2016. Those
included the impact of the military on housing in
Hawali‘i, the impact of the visitor industry on
residential housing, homelessness as a housing
issue, and descriptive information on housing for
persons with special needs.

A. HOUSING THE MILITARY

The military presence in Hawai'i has been
discussed at length in the state, especially with
reference to our housing issues. In this section,
we summarize the salient issues that been
bought forth over the last several years.

1. Military Population

The military are an important part of Hawai'i's
population. In 2015, there were 46,764 service
personnel and 64,119 military dependents living
in Hawai‘i, about 7.8 percent of the population.
Nearly all (98.7%) were located on O‘ahu.®?
Among the states, Hawai‘i had the 7" highest
number of military personnel and dependents
per capita, behind California, Virginia, Texas,
North Carolina, Georgia, and Florida.

From the end of World War 1l to 1990, the
number of military personnel in Hawai‘i grew
slowly and steadily. Significant drawdowns
began in 1990 and lasted through 1999. The
count remained stable at about 35,000 through
2007 and in recent years has been rising rapidly
to a high of about 53,000 personnel in 2013.

In the past four years, the number of military
personnel has been declining. In July 2015, the
Army announced plans to cut 40,000 soldiers
and 17,000 civilian personnel from its payroll
over the next two years, a reduction that will
affect all its domestic and foreign posts. While
the full impact on Hawai'i is unknown, the Army

32 Table 12.03-Selected Labor Force and Commuting
Characteristics, by Geographic Area
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confirmed plans to reduce the number of soldiers
based at Schofield Barracks by 1,200.

Figure 9. Active Military Personnel, State of
Hawai‘i, 1983-2015
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Source. Defense Manpower Data Center, Office of the
Secretary of Defense, U.S. Department of Defense.

According to the Army’'s 2020 Force Structure
Realignment, Schofield Barracks and Fort
Shafter could change dramatically over the next
several years. The Army will potentially move
16,000 troops out of Schofield and another 3,800
troops from Shafter by 2020.

The other services have also been affected. The
Marines are currently in a holding pattern while
their status is being reviewed at each budget
cycle. The total force could be reduced from
184,000 to 175,000. The Air Force, the smallest
branch of the US military, is also subject to
personnel cuts.

The military’s impact on housing demand
depends on the number of military personnel and
dependents housed off base. About 65 to 70
percent of military service members nationwide
live off base in private sector housing.® Applying
that figure to Hawai‘i's 2015 military population
would produce a need for about 31,500 housing

33 Military Housing Privatization. FAQs. Office of the
Deputy Under Secretary of Defense, Installations and
Environment, downloaded March 20, 2016, from
http://www.acqg.osd.mil/housing/fags.htm#2.
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units, or 6 percent of the state’s housing stock.
Locally, military sources from all branches of the
armed forces offer a lower estimate, reporting
that roughly 22,000 military personnel and

families live in off-base housing.3*

While these estimates differ significantly, it is
clear that the military presence in Hawai'i affects
demand for housing; at least on O‘ahu. Their
numbers represent external demand for housing
units that causes upward pressure on housing
prices and rents, especially in a market with
major limits on supply.

External demand will decrease if the military’s
plans for reduction are realized. That will tend to
reduce housing prices and rents on O‘ahu,
especially in areas near large military bases.

2. Military Housing

If Hawai'i's military population generates
additional demand for housing units on O‘ahu, it
also adds to the Island’s housing supply. Prior to
1996, the military’s contribution to the housing
stock was limited to the number of on-base
housing units available to the troops and their
families. Since its inception, however, the Military
Housing Privatization Initiative (MHPI) has
greatly increased the contribution of the military
to the housing stock of the host state.

Between October 2004 and September 2010,
the MHPI added 17,169 housing units to the
housing stock in Hawai‘i.®*® During 2004-2005,
the 9,250 new units constructed by the military
accounted for 61.3 percent of the state’s new
housing units for that period. Similarly, of the
12,821 units added to Hawai‘i's housing stock in
2007-2008, 7,675 were built as a result of MHPI
projects (59.9%). The final 244 MPHI units built
in 2010 accounted for just 6.3 percent of the new
units built that year.

There are several summaries of unit production
under the MHPI. The number of units to be
produced differs from source to source and from
year to year. Regardless of the source, however,

34 Living Hawai‘i: How Military Policies Drive Up Rents on
O‘ahu. Eric Pape. Civil Beat, June 17, 2015.

35 Military Housing Privatization, op.cit, downloaded March
20, 2016 http://www.acqg.osd.mil/housing/state hi.htm.

Hawai'i Housing Planning Study, 2016

all support the conclusion that MPHI contributed
significantly to housing production on O‘ahu
between 2005 and the present. During the last
ten years, civilian housing stock growth rates
averaged about one-half of one percent per year.
Military housing stock grew by an average of 5.9
percent per annum during the same period.

3. Basic Allowance for Housing

The net impact of the demand and supply on
O'ahu’'s housing prices and rents is further
shaped by the military’s support of personnel
who prefer to live off base. The Basic Allowance
for Housing (BAH) is an allowance given to
military personnel who do not reside in
government quarters or barracks. A frequent
lament is that the military drives up rental rates
on O‘ahu.®® To evaluate this claim, several
factors must be considered.

Overall, the BAH has been increasing over the
past 20 years, with notable increases from 2013
to 2015. Table 30 displays the BAH for O‘ahu
from 1998 through 2016 for the lowest ranking
enlisted military personnel and the highest-
ranking military officers, with and without
dependents. As the majority of military service
personnel in 2016 are classified as levels E-3 to
E-6 (77.3%)%, the average BAH for those
personnel (Table 30) will apply to most military
stationed in Hawai'i.

In 2016, the BAH for the most junior enlisted
personnel on O‘ahu ranged from $1,959 (without
dependents) to $2,613 (with dependents). For
the highest-ranking military officers, BAH was
between $3,447 (without dependents) and
$4,161 (with dependents). Three points of
comparison deserve attention here.

36 http://www.pressreader.com/usa/honolulu-star-
advertiser/20160111/281509340177725/textview;
http://www.civilbeat.com/2015/06/living-Hawai‘i-how-
military-policies-drive-up-rents-on-O‘ahul/.

87 https://www.dmdc.osd.mil/appj/dwp/dwp_reports.jsp
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Table 30. Basic Allowance for Housing, 2000-2016

Hawai'‘i Basic Allowance for Housing (BAH)
Lowest Ranking Enlisted (E-1) Highest Ranking Officer (O-7")
Without Dependents | With Dependents | Without Dependents With Dependents

2000 $721 $871 $1,479 $1,705
2001 $794 $1,031 $1,739 $1,816
2002 $801 $1,113 $1,887 $2,010
2003 $917 $1,279 $2,093 $2,277
2004 $917 $1,315 $2,139 $2,408
2005 $1,161 $1,698 $2,436 $3,127
2006 $1,355 $1,768 $2,724 $3,388
2007 $1,491 $1,925 $2,860 $3,419
2008 $1,669 $1,985 $2,824 $3,455
2009 $1,555 $1,949 $2,686 $3,401
2010 $1,572 $2,001 $2,799 $3,201
2011 $1,512 $2,016 $2,988 $3,549
2012 $1,461 $1,860 $2,964 $3,423
2013 $1,680 $2,172 $3,204 $3,933
2014 $1,956 $2,607 $3,684 $4,218
2015 $2,190 $2,922 $3,858 $4,347
2016 $1,959 $2,613 $3,447 $4,161

Source: Department of Defense, Defense Travel Management Office, downloaded from
http://www.defensetravel.dod.mil/site/bahCalc.cfm, 3/3/2016.

First, it seems that the BAH will allow military
members to pay higher rental rates than other
Hawai'i residents. Based on a 2014 O‘ahu
median household income of $73,581, a monthly
housing payment of $1,840 would be
affordable® for non-military households.

The BAH is intended to cover more than monthly
rents, however. BAH is calculated to include the
costs of rent, refuse collection, water and sewer,
common area grounds, facility care, electric, gas,
and other heating costs, and renter's insurance.
We might expect it to be somewhat higher than
contract rents paid by civilian households. With
that in mind, the BAH for enlisted personnel was
$117 higher than the affordable rent in 2016: not
overly alarming. The BAH for enlisted personnel
with dependents was $773 higher than civilian
rents. At the top end of the BAH, the allowance
was more than double the average local rent.

Second, it is likely that the impact of the BAH on
O'ahu housing prices occurs primarily in

38 Assumes the monthly rent payment is no greater than
30 percent of monthly income.

Hawai'i Housing Planning Study, 2016

neighborhoods near large military bases. In
2016, the vast majority of military personnel on
O'ahu was stationed at one of four bases:
Kaneohe Bay, Schofield, Pearl Harbor, or
Hickam. The 2016 median rent*® for a two-
bedroom unit near Kaneohe Bay*® was $2,000
(mean=%$2,301). Near Schofield Barracks the
median rent for a two-bedroom unit was $1,500
(mean=$1,537). Near Hickam Air Force Base
the median rent was $1,400 (mean=$1,507) and
around Pearl Harbor the median rent was $1,700
(mean=$1,742). Even the lowest level military
personnel can comfortably afford a rental unit
near their duty station. The BAH available to
officers would allow them to select even larger
rental units with more amenities.

Third, there is a claim that the BAH has risen
faster than median gross rents** on O‘ahu.

39 https://www.rentometer.com/results/132ed2Krldw

40 Zip Code 96863. For Schofield Barracks we used Zip
Code area 96857, 96853 for Hickam AFB, and 96860
for Pearl Harbor.

4l Because they include utilities, gross rents provide a
more reasonable comparison with BAH than do contract
or asking (advertised) rents.
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Figure 12 shows the average BAH for E-3
through E-6 personnel alongside O‘ahu median
gross rents from 2000 to present. The dotted
linear trend lines indicate that both the average
BAH amounts and the median gross rental rates
increased over time, but the BAH increased at a
greater rate.

Figure 10. Average BAH, E-3 through E-6 Military
Personnel and Median Gross Rents, City and
County of Honolulu, 2000-2016
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Source: For median gross rent, Decennial Census 2000,
ACS 1-year 2005-2006, ACS 3-year estimates for 2007-
2008, ACS 5-year estimates for 2009-2014. For BAH, see
http://www.defensetravel.dod.mil/site/bahCalc.cfm

The BAH is recalculated each year based on
current rental rates and inflation or cost of living
increases. That means military households get
higher BAH in most years. Because they can
pay more, landlords charge more, which causes
the BAH to continue to climb in a cycle that
continues to drive rents upward.

In summary, the military presence in Hawai‘i has
important impacts on Hawai‘i's housing market.

With respect to demand, the military presence in
Hawai'i increases demand for housing and in a
supply-inelastic market will push prices up.
Military personnel and their dependents
increased by 5 percent in 2016 and generated
the need for about 22,000 housing units in
O*ahu’s civilian housing market.

Hawai'i Housing Planning Study, 2016

With respect to supply, military housing unit
production has been greater than production in
the civilian sector. New units have increased
O*ahu’s housing stock by as many as 15,000
units.*?> That would generally work to reduce
housing prices.

Military price supports for personnel and
dependents will push prices upward if they run
ahead of the local housing market. The BAH
probably increases prices. It has increased at a
greater rate than local housing prices at least
since 2000. After 2012, the rate of growth nearly
doubled and it was not until 2016 that any
adjustment occurred.

If the planned force reductions occur, demand
will decrease and reduce upward pressure on
price. Supply, however will continue to increase
according to the MHPI contracts, further
reducing rent inflation. In addition, the severity
of the planned force reductions may trigger the
Tenant Waterfall Policy*®, opening military units
to households that are currently housed in the
community. That will further alleviate demand
and reduce prices.

42 Office of the Deputy Under Secretary of Defense
Installations and Environment, Military Housing

Privatization. Accessed Sept. 2016.
http://www.acq.osd.mil/housing/state_hi.htm
43 This policy stipulates that, in order to maintain

occupancy rates and financial viability of on-base
privatized housing, the property managers have the
ability to open units to households other than active duty
service members and their dependents. This may
include military members who would typically live in
barracks, retired military personnel, civilian personnel,
and the general public.
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B. HOMELESSNESS IN HAWAI‘I

HHPS first included homelessness in its list of
housing issues in 2003. Originally intended to
gather descriptive information, the homelessness
component is now a major part of the study.

From the start, HHPS has viewed homelesshess
as a housing issue. We followed early
researchers who said homelessness grew out of
problems affecting housing markets, not poverty
or disenfranchisement (Tucker 1991). They
defined homelessness as “a housing shortage
complicated by poverty” (Wright and Lam, 1987).
These structuralists wrote that homelessness
was caused by the loss of affordable rental
housing units and growing numbers of poor
people in large cities. The high rates of personal
disabilities of homeless people serve as
selection factors, filtering disadvantaged persons
into the homeless classification. They are not
the causes of homelessness.

Later, as Point-in-Time counts became available
and homeless shelters provided convenient,
captive populations for social scientists and
health professions, the literature turned toward
studies of various pathologies that existed there.
Main (2008), for instance, argued that policy
makers must give greater weight to personal
disabilities of homeless persons.

By the middle of the last decade, however, the
tide turned back to the structuralist principles.
B.A. Lee et al. (2003) was the first to test
alternative causes of homeless -- local housing
markets, economic conditions, demographic
composition, the size of the safety net, and
climate, as precursors of homelessness. They
found that median rent level was the dominant
factor, followed by the percent of single-family
households. Fertig and Reingold (2008) found
that local housing and labor market conditions
dominated. They recommended providing low-
income housing as a solution. Donald Linhorst
(2015) tested deinstitutionalization and low-
income housing shortage as causes of
homelessness. He found deinstitutionalization
was not a sufficient cause for homelessness and
called upon mental health policy makers to take
a lead role in developing affordable housing.

Hawai'i Housing Planning Study, 2016

Social historians point out that low-end housing
units began to disappear from housing markets
during the eighties. We lost single-room
occupancy (SRO), rooming houses, dilapidated
homes, as well as temporary housing units and
informal or squatters’ housing. Units were lost to
the new housing movements of the eighties --
deterioration, abandonment, destruction,
redevelopment, gentrification, and more stringent
regulations and codes. All worked toward
eliminating low-end housing units, drove up the
quality of the housing stock, and increased
housing prices. It was about that time, during the
mid-1980s, that homelessness surfaced as a
public issue (Shlomo, 2000).

Some also believed that the plight of the poor
worsened at this time — that unemployment
lightened their wallets, and their buying power
slipped (Shlomo, 2000). The issue was not that
there were more poor people or that people who
were not poor before suddenly became poor.
Rather, low-end housing units disappeared and
the poor were without units to rent.

Another group of structuralists answered those
who believed that homeless persons were
homeless because they had physical or mental
impairments, or were dependent on drugs or
alcohol. Pathologies, they wrote, were more
prominent among the homeless because the
market sorting mechanism relegated more of
them to the homeless state. But, as Wright and
Rubin (1991) argued, “Even if there was a way to
stabilize the mentally ill homeless, or treat the
alcoholic and drug-addicted homeless, or
reintegrate the estranged homeless with their
families and friends, almost all would still be
poor. As poor people, they would then face the
same housing problem that all poor people face
— an insufficient and dwindling supply of low-
income housing.”

In Hawai'i, homelessness is affected first by our
high-priced, volatile, housing market with its very
high demand and inelastic housing supply.
HHPS 2016 continues to adopt the position that
housing is the primary driver of homelessness
and that poverty and pathology are secondary
issues (see HHPS 2006, 2011). That viewpoint is
also reflected in Hawali'i's primary source of
housing planning, the Consolidated Plan
(HHFDC 2010).
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In recent months, homelessness has risen to
one of the most visible issues in the State. At
the end of 2015, The People’s Pulse** reported
that homelessness had risen 11 percentage
points to become the second most serious
problem facing our society (overall economic
conditions remains the top issue). In the first six
months of 2016, the topic was prominent in the
news, the focus of deliberations at the State
Legislature and in County Councils, and
occupied the attention and resources of state
and county administrative agencies.

Finally, Housing First policies adopted by HUD
and the majority of homeless programs across
the nation are fully consistent with homelessness
as a housing issue.

1. Definition

The definition of homelessness has been refined
a bit since the last HHPS. HUD has added four
categories of homelessness in its recent Final
Rule Defining Homeless.*®

1. Individuals and families who lack a fixed,
regular, and adequate nighttime residence
including an individual who is exiting an
institution where he or she resided for 90
days or less and who resided in an
emergency shelter or a place not meant for
human habitation immediately before
entering that institution;

2. Individuals and families who will imminently
lose their primary nighttime residence;

3. Unaccompanied youth and families with
children and youth who are defined as
homeless under other federal statutes who
do not otherwise qualify as homeless under
this definition; and

4. Individuals and families fleeing, or attempting
to flee, domestic violence, dating violence,
sexual assault, stalking, or other dangerous,
life-threatening conditions related to violence

44 http://www.omnitrakgroup.com/pdf/PulseWinter2015.pdf

McKinney-Vento Homeless Assistance Act. HUD's Final
Rule implementing the new definition at 24 CFR Part 91,
582 and 583. Definition above reflects the changes.
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against an individual or family member.

There have also been changes to the general
approach to homelessness and the programs
needed to address the problem. Specifically,
most programs in Hawai‘i and across the nation
have adopted the Housing First model for the
continuum of care. Housing First posits that
homeless persons in need of services are best
served by providing housing first, then services.
The philosophy  was  consistent  with
homelessness as a housing problem. The two
major new programs used to address Housing
First were rapid rehousing and permanent
supportive housing. Rapid rehousing is an effort
to provide financial assistance and services to
prevent individuals and families from becoming
homeless and help those who are experiencing
homelessness to be quickly re-housed and
stabilized. Permanent supportive housing
provides ongoing shelter with appropriate
services for persons with higher acuity. This was
consistent with the realization that some of our
citizens have problems that will render them
incapable of providing for their own shelter.

There were also changes to the homeless data
system. HUD made improvements to the
national Homeless Management Information
System (HMIS)*¢ and Hawai'i significantly
revamped the local HMIS. The improvements
were applauded even though they may cause
minor series discontinuity. At the same time,
changes to definitions, treatment theories,
program design, and even the data needed to
plan and evaluate homeless programs, are not
new. They have been a familiar part of the
homeless services network since the eighties.

2. Homeless Persons and Families

There are two primary sources for counts of
homeless persons in Hawai‘i. The annual Point-

46 The Homeless Management Information System is a
centralized electronic data system to which homeless
service providers receiving State or Federal funds
submit intake and exit data on clients they serve. HMIS
includes data on those individuals who accessed some
form of homeless service, including prevention and
outreach services. The Homeless Service Utilization
Report, produced by the Center on the Family at the
University of Hawai'i and the Hawai'i Department of
Human Services (DHS), provides information on
homeless persons served in shelter and outreach
programs during the year.
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in-Time (PIT) counts*’ are gathered in an annual
one-night survey of homeless shelters and other
locations where homeless persons are known to
congregate. The other source is the Homeless
Management Information System (HMIS), which
gathers monthly data on homeless persons who
are in shelters or are encountered at other
locations across the State.*®

According to the Point-in-Time Count, there were
7,620 homeless persons in Hawai‘i on any given
night in 2015 (Table 31). The 2015 State count
was up from 2014 by about 10.1 percent. All of
that growth was due to an increase in
unsheltered homeless persons (24%). In 2015,
Hawaii had the highest per capita rate of
homelessness among the 50 states — 53.7
persons per 100,000.

In Honolulu County, the nightly count was 5,126,
which accounted for approximately 67 percent of
the total number of homeless persons in Hawai'i.
About 58 percent were sheltered and 42 percent
were sleeping outside. The number of homeless
persons in each of Hawai‘i's four counties is
shown in Table 31.

Table 31. Homeless Persons by County, 2009-
2015

decreasing steadily since 2009. In Hawaii,
however, homelessness has been growing
during that period. In 2015, only 14 states had
positive homeless growth rates. Hawai‘i was 6™
on the list behind New York, Oregon, Alaska,
South Dakota, and Wyoming. Even the District
of Columbia’s homeless growth rate was down in
2015.

Figure 11. Homeless PIT Count, U.S. and Hawai‘i,
2009-2015
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County

Hawai‘i | Honolulu ‘ Kaua'i ‘ Maui | State
2009 936 3,638 205 1,003 | 5,782
2010 599 4,171 273 791 5,834
2011 566 4,234 336 1,052 | 6,188
2012 617 4,353 402 874 | 6,246
2013 557 4,556 346 876 | 6,335
2014 869 4,712 378 959 | 6,918
2015 1,021 5,126 336 1,137 | 7,620

Source: State of Hawai‘'i Homeless Point-in-time Count 2015

What sets us apart even more is the rate of
growth in homelessness. Across the nation, the
number of homeless people has been

47 See, for example, State of Hawai‘i Homeless Point-In-
Time Count 2015, State of Hawai‘i, Department of
Human Services, Homeless Programs Office, April
2015, for a detailed description of the methods,
definitions, and results of the count.

48 See, Yuan, Sarah, Hong Vo, Kristen Gleason, and
Javzandulam Azuma. 2016. Homeless Services
Utilization Report, 2016, University of Hawai‘i at Manoa,
Center on the Family, 2015.
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Source: National Alliance to End Homelessness, The State
of Homelessness in America, 2016, Figure 1.3, p.9.

3. Homeless Persons Served

According to Hawai‘i’'s HMIS, our homeless
services programs served nearly 15,000
unduplicated individuals in 2015. HMIS counts
persons seeking services needed to deal with
their homelessness. So, while PIT counts tell us
that there were 7,620 homeless people in the
State on a given day during the year, HMIS tells
us there were 14,954 persons who were
homeless during the year (Table 33).
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Table 32. Homeless PIT Counts, State and Counties of Hawai‘i, 2009-2015

Year Pct. Change
2009 2010 2011 2012 2013 2014 2015 2014-2015
Sheltered 3,268 3,535 3,632 3,726 3,745 3,813 3,666 -0.9%
O‘ahu 2,445 2,797 2,912 3,035 3,091 3,079 2,964 -3.7%
Maui 422 392 394 420 421 445 505 13.5%
Hawai'i 321 286 229 170 160 211 220 4.3%
Kaua'i 80 60 97 101 73 78 88 13.5%
Unsheltered 2,514 2,299 2,556 2,520 2,590 3,105 3,843 23.8%
O‘ahu 1,193 1,374 1,322 1,318 1,465 1,633 2,162 32.4%
Maui 581 399 658 454 455 514 632 23.0%
Hawai'i 615 313 337 447 397 658 801 21.7%
Kaua'i 125 213 239 301 273 300 248 -17.3%
Total 5,782 5,834 6,188 6,246 6,335 6,918 7,620 10.1%
O‘ahu 3,638 4,171 4,234 4,353 4,556 4,712 5,126 8.8%
Maui 1,003 791 1,052 874 876 959 1,137 18.6%
Hawai'i 936 599 566 617 557 869 1,021 17.5%
Kaua'i 205 273 336 402 346 378 336 -11.1%
Source: State of Hawai'‘i PIT Counts, 2009-2015.
Table 33. Homeless Service Clients by County, FY 2008-2015
Year Pct. Change
2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2014-2015
Sheltered 6,733 7,501 7,649 8,299 8,507 8,699 8,574 8,844 3.1%
O‘ahu 5,075 5,311 5,678 6,211 6,305 6,234 6,039 6,364 5.4%
Maui 1,189 1,116 1,017 1,154 1,297 1,557 1,488 1,345 -9.6%
Hawai'i 420 679 623 622 574 565 746 783 5.0%
Kaua'i 49 395 331 312 331 343 341 352 3.2%
Unsheltered | 6,777 7,506 7,997 8,266 7,804 7,415 7,608 8,030 5.5%
O‘ahu 4,167 4,987 5,368 5,225 4,949 4,837 4,391 4,755 8.3%
Maui 1,446 1,293 1,163 1,580 1,407 1,328 1,488 1,384 -7.0%
Hawai'i 763 846 1,092 1,098 1,063 832 1,401 1,514 8.1%
Kaua'i 401 380 374 363 385 418 328 377 14.9%
Total 12,445 13,717 14,653 14,200 13,980 13,853 14,283 14,954 4.7%
O‘ahu 8,412 9,422 10432 9,781 9,650 9,693 9,548 10,257 7.4%
Maui 2,201 2,204 2,069 2,492 2,358 2,277 2,332 2,206 -5.4%
Hawai'i 1,204 1,421 1,555 1,422 1,336 1,184 1,770 1,829 3.3%
Kaua'i 618 670 597 595 636 699 632 662 4.7%
Source: HMIS, Homeless Service Utilization Report, 2009-2015.
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a. Numbers

The number of individuals served by homeless
service programs statewide was up about 4.7
percent over 2014, following a 3.1 percent
increase the year before. The increase was less
than the 10 percent we saw in the PIT counts,
but was consistent with the pattern that has
characterized homelessness in Hawai'i for the
past decade.

Statewide, homeless service programs served
14,954 individuals. Among these, 42 percent
were people in families and 58 percent were
unattached individuals in 2015. The numbers
have been rising since 2009 and increased by
3.6 percent between 2014 and 2015. In the City
& County of Honolulu, there were 6,364
sheltered persons served in 2015, up 5.4 percent
since 2014.

About 47 percent of services were delivered to
8,030 unsheltered homeless persons. Roughly
28 percent of those were in families, and 72
percent were unattached individuals. The
numbers have been relatively stable since 2009,
but increased by 5.6 percent in 2015.

The general pattern of PIT count and HMIS
statistics were very similar between 2011 and
2015. Numbers have been rising and began
rising at a faster pace after 2013.

b. Characteristics

In general, homeless persons and families are
somewhat less established or advantaged than
the general population. They are younger, less
likely to be married, have lower incomes, and are
somewhat less likely to be employed full-time.
HMIS data show their number to include more
males than females (57% vs. 43% in 2015).

Table 34 presents the 2015 data on the ethnic
background of homeless persons in Hawai‘i. The
two largest groups represented in 2015 were
Caucasians and Hawaiians or Part-Hawaiians.
Based on the rate of homeless persons per
1,000 members of each population, Marshallese
and other Micronesians contributed
disproportionately to the number of persons
served that year.

Hawai'i Housing Planning Study, 2016

Table 34: Ethnic Background of Homeless
Persons, FY 2015.

Homeless Pct. of | Rate
Ethnicity persons, 2015 | Pop. per
Num. |[Pct. 2015 |1,000
Caucasian 4,378 29.3 44.3 6.9
Pacific Islander 7,609 50.9 27.2 19.5
Native Hawaiian 4554 30.5 21.6 14.7
Marshallese 877 5.9 0.5 119.3
Other Micronesian | 1,361 9.1 1.1 90.4
Other Pac.lIslander 817 5.5 4.0 14.3
Asian 1,497 10.0 67.8 1.5
Filipino 821 55 25.8 2.2
Other Asian 676 4.5 42.0 1.1
Black 827 55 3.7 15.5
Native American 267 1.8 2.9 6.5
Other 376 2.5 1.8 14.6
Total 14,954 100 100 14.6

Source: Homeless Services Utilization Report, 2016, p. 5;
ACS 2015, Table B02019 for populations; Ethnicity alone or
in any combination by selected groups.

HMIS also gathered information on the living
situation before homeless people enter shelters
(Figure 14). More than 60 percent of them were
on the streets (unsheltered homeless persons)
before they entered the shelter.

Figure 12. Location Before Entering Shelter, 2015

16% M Unsheltered
M Institutional

63% Doubled up
()

M other

About 16 percent of sheltered homeless people
came directly from standard housing situations.
Nearly all of those were doubled-up with family
or friends.

Of the 14,954 homeless persons served in 2015,
HMIS tells us that 5,717 (38%) were newly
homeless this year. The remainder were either
still in the program from last year or had been
housed and then returned to the homeless state.

Page 47

© SMS, Inc.

December, 2016




Of those 5,717 newly homeless persons, about
63 percent had been living as unsheltered
homeless persons. Smaller proportions had
been doubled up (16%) and 14 percent had
been housed in other public institutions (prisons,
hospitals, shelters, etc.).

Many homeless persons provided a zip code for
their former residence. Using those data, we
estimated that 615 homeless households came
directly from an out-of-state location to become
homeless in Hawai'i (about 4% of all homeless
persons).*®

4. Hidden Homeless

According to the U.S. Census, doubled-up
households are households in which more than
one family shares accommodations. That
includes multigenerational families (two or more
families or groups of persons related by birth,
marriage or adoption) and unrelated families
(two or more families or groups whose members
are not related by birth, marriage, or adoption).

The HHPS defines hidden homeless persons as
those who are doubled up for economic rather
than social or familial reasons. We exclude
households sharing accommodations because
they prefer to live as extended families.

The method of estimating the number of hidden
homeless is complicated and based on several
Housing Demand Survey questions. Most
important was the question: “Is there anyone
living in your home who would like to move out
but does not have the resources to buy or rent
their own place?” Respondents who answered
affirmatively were asked how many individuals in
the household fit that description. Results are
shown in Table 35.

In the City and County of Honolulu, 2015 counts
for hidden homeless and at-risk® of

493,077 newcomer households provided a valid zip code
for their former residence. 10.76 percent of these
provided zip codes from outside the State of Hawai'‘i and
10.76 percent of 5,717 = 615.

50 Households in which members would become homeless
in less than three months if they suddenly lost their
primary source of income. Also called “precariously
housed,” these people are three monthly paychecks
away from homelessness.

Hawai'i Housing Planning Study, 2016

homelessness were 26,562 and 96,818
households respectively. The number decreased
since 2011 by about 0.6 percent and 3.4 percent,
respectively.

In all four counties, hidden homeless and those
at risk of homelessness were more likely to be
people who were younger, non-Asian, relatively
recent arrivals to our state, and persons with
fewer economic resources. The at-risk group
included a disproportionately higher number of
individuals who had been in Hawai'i less than 10
years. As expected for households with hidden
homeless, the average size of the households
was 4.5 persons statewide.

Hidden homeless households were once again
likely to be living in units owned by a member of
the household. That is, it was more common to
be doubled up with family members than with
unrelated individuals. This should not be taken
as evidence that hidden homeless households
are financially more stable than other
households. In 2015, we again found that more
hidden homeless respondents wanted to move in
the next five years (43.4% compared to 30%).
Further, hidden homeless households had lower
income per household member and were less
likely to have incomes in excess of $25,000 per
person (45.3% compared to 22%).

5. Risk of Homelessness

In 2016, demand survey respondents were also
asked how long they could stay in their current
residence if they were to lose their primary
source of household income.  About 20.9
percent of Hawai‘i households reported that
losing three or more paychecks in a row would
force them out of their homes without recourse.
That was lower than the 24 percent recorded in
2011. Those households were then asked what
they would do if they were forced to move out of
your homes. Results are shown in Table 36.
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Table 35. At-Risk and Hidden Homeless Households, State and Counties of Hawai'‘i, 2016

At-Risk of Homelessness Hidden Homelessness
Households Not at risk | Households at risk Not Hidden Homeless Hidden Homeless
of homelessness of homelessness Households Households
Hawai'i 78.4% 21.6% 95.0% 5.0%
2 | Honolulu 80.1% 19.9% 94.1% 5.9%
§ Kaua'i 74.4% 25.6% 94.0% 6.0%
Maui 76.1% 23.9% 94.2% 5.8%
State 79.1% 20.9% 94.3% 5.7%
Source: HHPS Demand Survey, 2016.
Table 36. Expected Condition if Forced to Move Out of Housing Unit, by County, 2016
County
Hawai‘i | Honolulu Kaua'i Maui State
1. Would be homeless, unsheltered 21.6% 19.9% 25.6% 23.9% 20.9%
2. Would seek help from family, agencies 22.4% 24.8% 25.4% 26.3% 24.7%
3. Would depend on other resources, persons 34.3% 30.3% 31.2% 34.7% 31.5%
4. Don’t know what I would do 21.6% 25.0% 17.8% 15.1% 23.0%

Source: HHPS Demand Survey, 2016.

Other respondents were confident they would
get help from family and friends, or from
government or private agencies. They might
temporarily need shelter or financial assistance,
but they would not become homeless.

A third group told us there was no way they
would become homeless or need assistance.
They said that losing the income of the chief
wage earner would not mean they couldn’t stay
in their housing unit. They had other resources,
including savings, investments, or other real
estate they could use.

The last group said they did not know what they
would do. They did not deny that losing their
home was a possibility, but said they did not
know where they would go or how they would
handle the situation.

People classified as at-risk of homelessness
were paying low rents or had no mortgages.
Many were already doubled up or expected to be
doubled up the next time they move. Often, they
were “less established” single parents, members
of unmarried couples, or had very young
children. They included disproportionately high

Hawai'i Housing Planning Study, 2016

numbers of widowed and divorced persons, and
more of them were found in counties other than
Honolulu.

Table 37 shows the statewide percentages for
hidden homeless and at-risk of homelessness
households as reported in HHPS since 1992.

Table 37. At-Risk and Hidden Homeless
Households, State of Hawai‘i, 1992-2016

Hidden Homeless | Households at risk
Households of homelessness
1992 4.7% 29.7%
1997 6.8% 18.1%
2003 4.2% 12.7%
2006 4.3% 19.6%
2011 6.3% 24.3%
2016 57% 20.9%

Source: HHPS 1992, 1997, 2003, 2006, 2011, and 2016.

6. Homeless Strategy
After reviewing homeless data from the Census

and ACS, HUD PIT Counts, Hawai‘i HMIS, and
HHPS 2016, it was clear that we had no
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shortage of data on homelessness in Hawai'i.
Our objective for 2016 was to put some broader
context to these numbers, to link them together
in a system that might assist planners in
developing needed units estimates for housing
first programs. The system flowchart in Figure
15 may provide a starting point for that effort.

The object at the center of the chart is the group
of homeless persons who received services from
the State’s homeless services providers in 2015.
They were 14,954 individuals in 10,014
households who were served by HMIS that year.
Homeless households flowed into the homeless
population from one of four sources.

There were 450,299 households in Hawai'i in
2015. About 96,818 (20.9%) were at risk of
becoming homeless. About 5,163 of those
households were admitted to the system last
year. That would be equivalent to 5.3 percent of
households at risk. Perhaps that puts some
perspective on the high number of households at
risk we have seen in the past.

Hawai'i Housing Planning Study, 2016

Another stream begins with 43,732 persons, or
an estimated 31,821 households, living in group
quarters in 2015. Some group quarters
institutions such as prisons, hospitals, nursing
homes, and foster homes release clients who
have no place to live at the time they are
released. In 2015, there were 738 such persons
recorded in the HMIS. That was about 2.3
percent of the total group and perhaps 4.9
percent of the system caseload for the year.

There were 24,911 migrants from outside the
state last year. We estimate that might be about
6,643 households. Of those, 615 persons in 369
households entered the homeless system. That
was about 2.4 percent of the in-migrants and 4.1
percent of the people receiving homeless
services in 2015. Again, the perspective is
valuable. We had heard from some
stakeholders that there were zero immigrant
homeless persons in the Hawai'i system. Others
felt that more than 50 percent of our homeless
clients were from outside the state.
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Figure 13. The Flow of persons through Hawai‘i’'s Homeless Programs, State of Hawai‘i, 2015

People exiting group Households with high acuity
In Group Quarters quarters housing in a scores exiting to permanent ~ Permanent Supportive Housing
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Adapted from Homelessness in Calhoun County Decreased by 14% over six years at https://www.leveragenetworks.com/success-stories/homelessness-calhoun-
county-decreased-14-over-six-years, gratitude to David Peter Stroh and Michael Goodman, Kellogg Foundation.
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Finally, about 8,142 individuals were either
continuing clients from the previous year, or
persons who had left the homeless programs
and returned in 2015. The actual number of
returnees was 3,362, which represents a churn
factor of about 23 percent. The objectives of
Housing First programs include reducing the
treatment period for homeless people and
reducing recidivism. These clients might be
thought of as targets for program improvement in
the near future.

During the 2015 program year, 7,601 homeless
persons in an estimated 5,090 households exited
the homeless system. That was about 50.8
percent of the total client load for 2015. The
objective of homeless services programs under
the Housing First strategy is to get people
housed, reduce the time it takes to get them
housed, and to reduce recidivism. The 2015
counts would be good benchmarks for those
objectives. Homeless programs dispersed their
caseload as follows.

1. There were 7,353 homeless individuals who
remained in the homeless services programs at
the end of the year. Over the course of the year,
7,601 persons were released from the system.
Of those who exited the program, 4,680 persons
in 3,257 formerly homeless households went to
permanent housing situations. That group
represented 61.6 percent of the 2015 caseload,
and 32.5 percent of those exiting the system.

2. About 334 households moved directly into
permanent housing without being assigned to
other homeless services programs. These
cases were the direct outcome of the rapid
rehousing programs across the State.

3. Exactly 3,184 homeless households were
moved into permanent housing from the
emergency shelters and transitional housing
programs.

4. A smaller number, 73 individuals were exited
to permanent supportive housing.

5. About 1,027 homeless households left the

system to take up residence with family and
friends.

Hawai'i Housing Planning Study, 2016

The number of households that were exited to
permanent housing in 2015 was the sum of
groups 2 through 5 above.

Table 38. Homeless Households Exited to
Permanent Housing, 2015

Households
Number | Percent
Total homeless households 10,014 100.0
Exited to permanent housing | 3,257 32.5%

Rental with subsidy 904 27.8%
Rental without subsidy 1,253 38.5%
Family and friends 1,027 31.5%
Permanent supportive 73 2.2%

Source: HMIS 2015, p. 12.

a. A Planning Application

In 2015, Hawai‘i Homeless Services Programs
took in 5,717 new homeless persons in about
3,831 households. We exited 7,601 homeless
persons in about 5,100 households — about 51
percent of the total caseload. Among those,
4,860 homeless persons in 3,257 households
were exited to permanent housing. Those 3,257
households were about 64 percent of all the
homeless households in the system during the
year. It was about 33 percent of the exited
households.

If we were to continue to exit 51 percent of the
caseload each year and permanently house 33
percent those, we would grow the homeless
population by 6 percent every year. The sum of
new homeless households and recidivist
households is greater than the number
permanently housed at this time.

If, on the other hand, we chose to increase the
percent of households exited from 51 to 65
percent, we would hold the homeless services
caseload about even every year. Alternatively, if
we changed the percent exited to permanent
housing from 64 to 75 percent, we would reduce
the system caseload by 3.3 percent per year. If
we do both, we could reduce the homeless
services program caseload by 10 or 11 per cent
per year.
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In fact, it is more accurate to say that the
homeless services program caseload would be
reduced by 11 percent in the first year. The
success of the programs in reaching Housing
First objectives would likely be compounded,
reducing caseload by an increasing percentage
each year. On the other hand, the success of
the program may attract new cases each year,
growing the caseload and offsetting program
gains.

Solving this planning problem is possible with the
existing data, but would require dynamic
modeling that is outside the scope of this project.
It is likely, however, that this kind of program
success would generate a need for additional
housing units each year. So how many housing
units would be needed?

In 2015, all of the homeless households exited to
permanent housing went into four types of
housing units: (1) rental units without subsidy, (2)
rental units with subsidies, (3) units shared with
family and friends (where they will be doubled
up), and (4) permanent supportive housing units.
Assuming a similar homeless population in 2016
and homeless services programs that operate in
a similar manner as in 2015, and assuming an
adequate supply of the four types of units, the
forecast is straightforward. For every 100
homeless families exited to permanent housing
we would need:

e 28 units of public housing or publicly assisted
housing without services, that is, subsidized
housing;

e 38 rental units without services and without
rental assistance, that is, standard rental
housing units;

e 32 occupied housing units willing and able to
accept additional friends and family
members, that is, some capacity for
doubling-up; and

e 7 units of permanent supportive housing,
housing units with substantial and ongoing
services for persons with physical or mental
disabilities.

Hawai'i Housing Planning Study, 2016

b. A Note on Funding

Data reported by HUD show $11.4 million for
homeless services in 2015 — down 2.2 percent
since 2014. Other data suggest that Hawali'i
received notably less than the 50-state average
support for homelessness from the Federal
government.®® Hawai‘i received $10.4 million to
serve 7,620 homeless individuals in 2016, or
$1,365 per homeless person. By comparison,
Connecticut received $8,464 per homeless
individual. A subsequent report® estimated that,
if spending per person were equal for all states,
Hawai‘i would have received an additional
$11,095,440 in 2016.

51 National Homeless Information Project. (2016) Special
update: state-by-state ranking of homeless assistance

"per capita® funding, March 27, 2016 at
http://www.nhipdata.org/#.
52 National Homeless Information Project. (2016) An

analysis of the allocation of federal homeless funding,
March 2016.
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C. TOURISM AND HOUSING

In 2016, we take up the relationship between the
visitor industry and housing for the first time. We
do so at the request of both the visitor industry,
through the Hawai‘i Tourism Authority (HTA),
and the State and County Housing Offices who
are sponsoring the HHPS again this year.

Hawai'i has a thriving visitor industry because it
has many amenities — a pleasant climate, scenic
beauty, great beaches and water sports, good
visitor products and infrastructure, a well-trained
and experienced labor force, a pleasant lifestyle,
and a host culture that provides a foundation for
hospitality and our Aloha Spirit.

The visitor industry has been Hawai'i's number
one industry since replacing sugar and pineapple
production in the nineties. It provides about
165,000 jobs per year, accounts for a substantial
percent of the GSP and contributes $1.9 billion
each year in Hawai'i State General Excise Tax
and the Transient Accommodations Tax.

Most residents understand the value of tourism
to our economy.>® They also know tourism can
generate low-wage jobs and is subject to the
volatility of international travel markets. A strong
visitor industry may also bring higher population
growth, greater external housing demand, and
higher housing prices. The whole situation can
be exacerbated by large expenditures for
destination advertising.

What is of interest to us here is the impact of the
visitor industry on the residential housing market
in Hawai‘i. Do rising room rates affect residential
rents? Do very high visitor room rates lead to a
loss of residential housing stock?

1. Traditional Relationship

The traditional relationship between tourism and
housing markets starts with tourism’s benefits to
local economies. Virtually all sources agree: (1)
tourism is a good way to turn non-economic
assets into exports, improve the economy,

53 Hawai‘i Tourism Authority, Resident Sentiment Survey,
2015, p.7.
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create jobs, and generate income®*; and (2) if
you choose the visitor industry as a way to run
your economy, you can expect high housing
prices® and other problems.®® Fitz (2006)
showed that tourism leads to an increase in
second homes®’, which increases property taxes
and Biagi, et al. found that higher housing prices
lead to issues in affordability, displacement, and
gentrification.® These research findings will not
surprise anyone in Hawai'i's visitor industry.

In Hawai'i, the academic literature has not
produced much on the direct impact of tourism
on the housing market. The popular press, on
the other hand, has recently taken up the topic.
Some went as far as to claim that “Some people
complain that illegal rentals have caused
housing prices to soar and have torn apart

54 Gunderson, Ronald J. and Pin T. Ng. 2005. Analyzing
the effects of amenities, quality of life and tourism on
regional economic performance using regression
guantiles, Regional Analysis & Policy, vol. 35, no. 1.
Reeder, Richard J. and Dennis M. Brown. 2005.
Recreation, tourism, and rural well-being. United States
Department of Agriculture, Economic Research
Services, Economic Research Report Number 7,
August, 2005. See also Ko, Dong-wan and William P.
Stewart.  2002. A structural equation model of
residents’ attitudes for tourism development, Tourism
Management, Vol. 23, pp. 521-530, 2002. See also,
Affordable homes and tourism are election issues in
Midhurst, Midhurst and Petworth Observer, (UK), April
13, 2015.

Carlino and Saiz (2008) used visitor arrivals as a
measure of consumer preference for local amenities.
They found: (1) amenities were linked to population and
job growth; (2) “beautiful cites” attracted more skilled
employees; (3) growth in visitor arrivals was related to
accelerated housing price appreciation, especially in
supply-inelastic markets; and (4) local investment in
physical amenities resulted in increased demand for
visits. They saw this as evidence of a self-perpetuating
cycle of tourist development housing appreciation.

57 Fitz, Richard G. (1982) Tourism, vacation home
development and residential tax burden: A case study of
the local finances of 240 Vermont towns, American
Journal of Economics and Society, Vol. 41, No, 4, pp.
375-385, October 1982.

Biagi, Bianca, Dionysia Lambiri, and Alessandra
Faggian. 2012. The effect tourism on the housing
market, in Uysal, M., et. al., (eds.), Handbook of Tourism
and Quality-of-Life Research: Enhancing the Lives of
Tourists and Residents in Host Communities,
International Handbooks of Quality-of-Life, Springer
Science+Business Media B.V. 2012.
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communities where residents know all their
neighbors”.> In addition to these public reaction
stories, some data appeared, noting that, “at 80
percent occupancy, the average Airbnb rent in
2015 would bring in $5,900 per month.” That is
nearly 3.5 times the average rent for a residential
rental unit in 2015.°°

What concerns us here is one particular part of
visitor industry operations in Hawaii -- the
number of rental properties being used for short-
term rentals to transient parties. Short-term
means rental contracts for 30 days or less.
Transient parties include visitors from out of
state and over-night-or-longer interisland visitors.

These types of rental units have been discussed
using a variety of names. In this report, we will
use the term Vacation Rental Units (VRU).
VRUs include single-family detached and multi-
family dwelling units. As used here, VRUs
include  single-family  rentals,  multifamily
condominium rentals, and bed and breakfast
properties. Some VRUs started as visitor
accommodations units and others may be
transformed residential housing units. In
Hawai‘i, as in other visitor destination areas,
VRUs are subject to regulations, registrations,
business taxes, and tourist taxes. In addition,
like other visitor communities, there are claims
that some VRUs operate illegally, in violation of
zoning codes or tax responsibilities.

Regardless of the nomenclature, there is little
doubt that the number of VRUs in Hawai‘i has
been increasing. The Visitor Plant Inventory
(VPI) shows an increase from 2,438 in 2005 to
10,768 in 2015°%, or about 34 percent per year.

59 Riker, Marina. 2015, State, City looking to crack down
on illegal vacation rentals, Honolulu Civil Beat, March
10, 2015.

60 Honolulu rental market: Affordable rental housing study
update, 2014, prepared by Ricky Cassiday for
Department of Community Services, City and County of
Honolulu, December 30, 2014, p. 115.

61 The Hawai‘i Visitor Plant Inventory is an annual count of
visitor accommodations units conducted by HTA. The
study develops a list of visitor properties and then
surveys them to measure the number of rooms available
to visitors. Obtaining an accurate list of VRUs has been
increasingly difficult and VPl has acknowledged that
VRU counts may be underestimated.

Hawai'i Housing Planning Study, 2016

The Individually Advertised Units Study (SMS,
2014) estimated that there were 22,000 vacation
rental units in Hawaii that vyear. VPI
Supplemental Studies®? used a different method
to show that Individually Advertised Units (IAU)
counts may have been as high as 27,000 in
2015.

VPI supplemental studies show that short-term
IAUs are located in nearly all communities in
Hawai‘i, suggesting that residential housing
stock may have been affected. The same
studies also show that the units are heavily
concentrated in visitor destination areas.
Because regulation and permitting of vacation
rentals is under each county's jurisdiction,
counties have differing permitting requirements
and may prohibit short-term rental units outside
specific districts.

62 |ndividually Advertised Units in Hawai'i. (SMS, 2014)
estimated the number of VRUs from rental units
advertised on vacation rental booking sites. In 2015, the
supplemental study was published as part of VPI 2015.
Following HTA’s lead, we will refer to vacation rental
units measured in VPl as VRU and individually
advertised vacation units as IAU.
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2. Foundational Data

Hawai‘i's tourism economy has been growing
impressively for the last seven years. Visitor
arrivals grew by 32.9 percent since 2009 (Table
39). Throughout the period of rapid growth, the
pattern of visitor accommodations use remained
relatively stable. The percent of visitors who
stayed at commercial visitor accommodations
units grew by only two percent in seven years.
The rest, (those who stayed with friends and
relatives or aboard cruise ships) dropped sharply

in 2008-2009 and the segment was much slower
to recover after 2010.

Table 39 presents data for the recovery period
following the Great Recession. Between 2005
and 2009, the number of visitor arrivals dropped
from 7.4 million to 6.4 million (-13.4%). Between
2009 and 2015, visitor arrivals grew from 6.4
million to 8.5 million (32.9%). The recovery was
completed by the middle of 2012 and, thereafter,
growth continued at a rate of 4.5 to 5.0 percent
per year.

Table 39. Hawai'i Visitor Industry Statistics, 2008-2015

2008 2009 2010 2011 2012 2013 2014 2015 | % Chg.
Visitor Arrivals (x1,000) 6,713 6,420 6,917 7,174 7,867 8,003 8,184 8,534 32.9%
Number of Parties (x1,000) 2,964 2,899 3,102 3,282 3,497 3,510 3,662 3,915 35.0%
Percent Use Commercial Units@ 87.7 87.6 88.0 88.8 89.4 89.7 89.6 89.4 2.1%
Percent Use Traditional Units® 82.1 82.2 82.4 82.6 83.0 82.5 81.9 80.9 -1.5%
Percent Use VRU 55 5.4 5.6 6.2 6.4 7.1 7.8 10.7 98.1%
Hotel Occupancy Rate 70.5 64.9 70.7 73.3 76.9 76.6 77.1 79.0 21.7%
Average Daily Room Rate $201  $177  $174  $190 $205 < $230 $243  $240 35.6%
Average Residential Rent Rates 1,654 1,607 1,645 1,734 1,717 1,761 1,888 14.1%

a. The percent of all visitor parties that used any type of commercial visitor accommodations units.

Excludes those who

stayed with family and friends and those who remained aboard a cruise ship.
b. The percent of all commercial accommodations user parties that use traditional visitor accommodations units — hotels,
apartment hotels, condominium hotels, hostels, or timeshare units.

Sources: DBEDT, HTA Annual Reports, RentRange®

The number of visitor parties that used
traditional commercial visitor accommodations
units® grew on a par with visitor arrivals --
from 5.3 million in 2009 to 6.9 million in 2015
(31% vs. 33% for arrivals). The percent of
parties using traditional visitor
accommodations units grew more slowly
throughout the recovery period with a growth
rate of about 2 percent over five years.

There was a significant increase in demand
for vacation rental units (including B&Bs). The
percent of parties that used these units nearly
doubled between 2009 and 2015 (5.4% to
10.7%). The VRU growth rate was almost 8
percent during the recession (2005-2009).

63 Hotels, condominium hotels, and timeshare units.
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Furthermore, the growth rate for use of VRUs
by Hawai'i’'s visitors outpaced the use of
traditional visitor accommodations during this
period.

Hotel occupancy rates rose from 65 percent
to 79 percent during the recovery for a 21.7
percent growth rate over five years. Most of
the growth occurred before 2012 and
occupancy rates have been relatively steady
for the last three years. Moreover, even if the
traditional  visitor ~accommodation  unit
numbers suggest some loss of market share
to VRUs, the share of revenue may not have
been affected. Average daily hotel room
rates rose from $177 to $240 during the same
period, a growth of 36 percent.
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Finally, Table 39 presents data on the median
monthly rent for residential housing units in
Hawai‘i. The median rent rose from $1,654 in
2009 to $1,888 in 2015 -- a 14 percent growth
rate over five years. Therefore, as the post-
recession recovery proceeded, growing visitor
arrival numbers were met by rising visitor
rents (ADR). Residential rents grew by about
a third of the rate in the visitor industry. A
property owner considering the prospects of
renting to visitors rather than residents might
have been convinced by the numbers. There
was a substantial difference in what could be
charged for a room night — perhaps 3 to 4
times the local residential rate. In addition,
there was a potential for even higher rents in
the future as visitor rental rates grew much
faster than residential rates.

3. Recent Research

This study brings new data to the subject. A
set of questions sponsored by HTA were
included in the demand survey and there was
a separate survey of out-of-state property
owners. The demand survey queried Hawai‘i
property owners on the use of their real estate
as rental property and asked whether they
rented to visitors. The out-of-state property
owners’ survey asked similar questions of a
sample of owners whose tax billing address
was outside of Hawai‘i. It also borrowed data
from the most recent visitor research by HTA.

a. Estimating VRU from Visitor Data

The HTA Visitor Plant Inventory (VPI)
provides historical data on accommodations
units available to house Hawai'i's visitors.
Table 39 summarized some of the trends in
VPI visitor accommodations between 2005
and 2015. Figure 16 shows the two recent
estimates of the number of VRUs and |AUs
compared with the use of VRUs reported in
HTA's Basic Data Series, the data that form
the foundation of visitor data in Hawai'i.

Hawai'i Housing Planning Study, 2016

Figure 14. Estimated VRU and IAU Inventories
Available in Hawai'i, 2005-2015
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Source. Visitor Plant Inventory 2015.

The solid line represents the VPI counts for
VRUs between 2005 and 2015. The line
marked with circles is an SMS estimate of the
VRU data from 2005 through 2013. The two
points at the end of that line (dark squares)
are the number of 1AUs in Hawai‘i according
to the supplemental studies conducted in
2014 and 2015. The line marked with
diamond shapes is the number of visitors who
reported using a VRU (including B&BS)
between 2005 and 2014. The line represents
the duplicated® count of visitors by place of
stay. The figures include stays in more than
one type of unit while in the islands. About
5.8 percent of visitors in 2013, for example,
stayed at more than one type of unit.

The supplemental study estimate is a better
match than the VPI counts for visitor reports
of VRU usage. The circle-marked line is the
more realistic estimate for IAUs. The data
suggest that the growth rate for VRUs may

64 A visitor party that stayed in a hotel and a B&B
during their stay would be counted twice, once in the
hotel count and once in the B&B count.

Page 57

© SMS, Inc.

December, 2016



have been relatively high in recent years, and
that the high rate of growth began sometime
after 2010. It was a recovery phenomenon.

The estimated number of 1AUs in Hawai'i in
2015 was 27,177 as reported in VPI. As HTA
noted, the figure may be overestimated® and
should be reduced to 17,000. Therefore, the
best estimate of the number of VRUSs in
Hawai‘i in 2015 was between 17,000 and
27,000 units. The lower figure may be closer
to the actual number of residential 1AUs in
Hawai‘i because online booking sites are
including more commercial visitor rental units
than they did in the past.

b. Estimating VRUs from Survey Data

Two important data sources developed in
HHPS 2016 were used to estimate the
number of VRUs in Hawai‘i. The first was the
Housing Demand Survey. In that survey of
over 5,000 Hawai'‘i resident households, we
asked homeowners if they rented rooms to
visitors, if they owned residential property
other than their current residence, and if they
rented to visitors on short—term contracts.

The second source was the Out-of-State
Property Owners Survey in which we asked
1,200 out-of-state property owners a similar
set of questions to help estimate the number
of VRUs they might add to the inventory.

Combining those data, SMS developed an
analysis model in which the 1,200 Out-of-
State surveys represented about 72,639 out-
of-state property owners and the 5,000
Housing Demand Survey respondents
represented about 450,000 resident
households. The results show that there were
45,075 units available for short-term rental to

55 The Supplemental Study suggests the estimate may
be overstated, noting: “Because of the lack of unique
identifying information associated with each vacation
rental unit listed on the booking sites, it is currently
not possible to identify and eliminate much of the
double and triple counting that occurs when a
property is listed on multiple booking sites.”

Hawai'i Housing Planning Study, 2016

visitors in 2016. That figure includes at least
some commercial visitor rental units. The
Supplemental Studies estimated commercial
units to be about 37 percent of the total units
advertised. If we apply that figure to the
45,075 units measured in the HHPS surveys,
the estimated number of non-commercial
VRUs in Hawai'i in 2016 would be 28,397.

c. Adjusting the Estimates

We then considered the two important
estimates available: 17,000 from the
supplemental studies 2015 and 28,397 from
the HHPS surveys conducted in 2016. We
adjusted the 2015 supplemental study
estimate to 20,714 in 2016 based on recent
growth rates in these units.®® We rounded the
estimates to 21,000 and 28,500.

Then we adjusted for differing definitions and
procedures. The supplemental studies
measured IAU as the number of units offered
for rent by on-line booking sites at a specific
point in time. The Out-of-State Survey
measured VRUs as the number of properties
rented to visitors on short-term contracts.
Supplemental study estimates would be short
of the Out-of-State Survey estimate by: (a) the
number of units not being advertised when
Internet downloads were made; (b) the
number of units not advertised on online
booking sites, and (c) the number of units
advertised on booking sites not included in
the supplemental studies.®’

Units not advertised: The Out-of-State
Property Owners Survey shows that about 19
percent of out-of-state rental property owners
did not use an on-line booking site to
advertise their properties. They would not be
available to the supplemental studies.
Adjusted for unadvertised units, the low
estimate of 21,000 units would increase to
about 24,990 units.

66 See for example, Stulberg, Ariel. Airbnb probably
isn't driving rents much, at least not Vyet,
FiveThirtyEight, August 24, 2016.

67 VPI 2015, p. 63.
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Units advertised on sites excluded from
Supplemental  Studies: The 2015
supplemental study used four online booking
sites: VRBO, FlipKey, Airbnb, and Clearstay.
Those four sites accounted for 84.3 percent of
the sites named by our survey respondents.®®
Adjusted for the non-coverage factor, the new
estimate for 2016 would be 28,913 units.

Units not advertised on a specific date.
Not all properties are advertised on the online
booking sites every day. The number of
properties advertised on any given day is
unknown and the supplemental surveys will
likely underrepresent the total population of
units. The HHPS survey population included
all properties regardless of how many times
they were advertised. However, it did not
measure the owners’ advertising habits and
provided no way to adjust the VRU count.

The locus of decision-making issue: One
of the unanticipated findings of the Out-of-
State Survey was that many property owners
did not know how their units were rented.
About 55 percent of them used a rental agent
and more than half of those had little
information about how the units were
advertised, how bookings were made, what
types of visitors were renting, and what rental
contracts were being made. We assumed
these “unaware” respondents had renter
profiles similar to those of property owners
who reported rent details. That may have
been optimistic. Property managers have told
us that rental agents are more likely to rent,
more likely to list on booking websites, and
more likely rent on short-term contracts.

In summary, the estimated number of VRU
properties in Hawai‘i available to visitors
differs considerably depending on the source.
The adjusted number from the VPI
supplemental studies is about 29,000 and the
estimate from the HHPS surveys is about
28,500.

68 Qut-of-State Property Owners Survey, 2016.
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4. Impact on Housing

Estimating the impact of VRU growth requires
that we bring two data sources together —
data on Hawai'i's housing stock and data on
the visitor accommodations inventory.
Reconciling the two was a challenge.

a. Housing Unit Counts

In 2015, there were 532,413 housing units (up
2.4 percent since 2010), and 477,293
available to the local resident market (up
0.7% since 2010). The housing stock has not
been growing as fast as the total housing
units recently.

There were 51,120 vacant units not available
to residents in 2015, and that was up 19.9
percent since 2010. Most of those (35,197)
were units held for seasonal, recreational, or
occasional use (up 9.0 percent since 2010).
Growth in the components that included
visitor units occurred primarily after 2010,
once again suggesting this was a post-
recession phenomenon.

b. Units Used for Visitor Rental

Speculation is that the increase in visitor
arrivals, the slow growth of the visitor plant,
the pressure of visitor demand for units in the
community, and the advance of Internet
booking sites decreased the size of the
residential housing stock. The HHPS surveys
found that there were between 28,500 and
29,000 housing units being rented to visitors
on short-term contracts in 2016.

We did only one cross sectional study, so we
don’t know if property owners’ behaviors are
changing from survey data. Data from VPI
and the Census suggest that growth in visitor
use has been high and shows no sign of
slowing.
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c. The Shared Economy

The HHPS Housing Demand Survey also
asked questions related to the "shared
economy”® as part of VRU use in Hawai'i.
Among all Hawai‘i homeowners, 12,337
(4.7%) rented rooms in their homes to non-
family members. Of those, about 2,029
(16.5%) rented rooms to visitors. That would
mean that the shared economy affects about
0.4 percent of Hawai‘i's housing units. That is
consistent with sharing data available from
Airbnb. They report that more than 75 percent
of Airbnb’s Honolulu clients rent the entire

property.

d. Impact on Residential Rents

Some studies have suggested that there is a
relationship between greater use of vacation
rentals and higher housing prices. The
National Association of Realtors (NAR) blogs
that VRUs increase rents, decrease
affordability, and draw developers’ attention to
the top of the market. Local researchers
report that VRUs exacerbate the affordable
housing problem by reducing our housing
stock and driving up rents, which in turn
inflates demand for investment properties at
the high end of the market.”

Figure 17 brings together some foundation
data for visitor and residential rents in Hawai'i
over the last nine years. For the visitor data,
we took the average daily room rate (ADR) for
all commercial properties.”* Figures shown

59 Forbes. (2016). Sometimes called collaborative
consumption or the peer economy, owners rent out
something they are not using (a car, house, a
bicycle) to a stranger using peer-to-peer services.
http://www.forbes.com/pictures/eejid5emgkh/airbnb-
snapgoods-and-12-more-pioneers-of-the-share-
economy/#3608f0f97226

70 Usborne, Isis and Benjamin Sadoski. 2016. The
hidden cost of hidden hotels: the impact of vacation
rentals in Hawai'i, in UNITE HERE Local 5, May,
2016, p. 8.

71 DBEDT Data Book 2015 includes rates for hotels,
condo hotels, and timeshare units. @ We used
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here are six times the ADR to accommodate
the scale of the graph. The graph compares
the six-day rate with the monthly rate for
residential housing. The objective was to
compare rates of change over time. For the
residential figures, we chose the contract rent
rates for all rental units in the State.”? We
added the hotel occupancy rate as a rough
demand indicator.

Figure 15. Hawai'i Visitor Room Rates and
Resident Rates, 2008-2016
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Source: Hospitality Advisors; RentRange®. 2016
figures are for first quarter only.

During the Great Recession, visitor rates fell
and resident rents were stable. After 2009,
rents in the residential market rose steadily at
a rate of about 3 percent per year. Visitor
rates also rose, but at a faster rate than
resident rates. Some observers have
interpreted the 2015 drop in visitor rates as a
“leveling off” of ADR. First quarter 2016 data
suggest it may have been an anomaly.

The fact that any two data series rise at
similar rates does not mean they are causally
related, of course. Proving that would require

Hospitality Advisors reports for 1st quarter 2016
estimate.

2 Rent Range, average monthly rent for all rental
units.
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a more complex econometric analysis - one
that is beyond the scope of this project.

We did, however, compare residential
contract rent rates in different neighborhoods.
If tourism affects resident rents then we might
expect differences across geography.
Specifically, neighborhoods nearer resort
developments might have higher rents and
faster growth than in neighborhoods that are
more distant from resort areas.
Neighborhoods farther from resorts might not
be affected by hotel room rates.

We identified zip code areas with major
resorts and labeled them *“visitor destination
areas” (VDA). Other zip codes were
categorized as “other, residential”.

The City and County of Honolulu has the
highest average monthly resident rent

($2,261), the highest rental growth rate
(26.1%), and the highest six-year rate of
growth in ADR (47%). Other than those
observations, strong patterns are not revealed
in the marginal data and the rankings of the
other counties are different for each of the
variables in Table 40.

However, the relationship between rents in
neighborhoods near resorts and those further
away is the same in all four counties. In all
counties, residential rent rates in VDAs are
higher than rents in other neighborhoods. In
every county, rental growth rates were higher
in VDAs than in other neighborhoods. Across
all counties, the VDA rental growth rate was
always much closer to the ADR growth rate
was the case for non-VDA neighborhoods.
The results are consistent with the proposition
that increasing residential rents are related to
increasing visitor rent rates in Hawai'i.

Table 40. Residential Contract Rent for Visitor and Non-visitor Areas by County, 2010-2015

. Average Monthly Residential Rent % change in ADR,
Geographic Area
2010 | 2015 | % Change 2010 - 2015
Hawai‘i County $1,281 $ 1,502 17.2%
Visitor destination areas $1,438 $ 1,760 22.4% 24.4%
Other, residential areas $1,217 $ 1,427 17.2%
Honolulu County $1,793 $2,261 26.1%
Visitor destination areas $ 1,987 $ 2,563 29.0% 47.0%
Other, residential areas $1,757 $ 2,205 25.5%
Kaua‘i County $ 1,407 $ 1,700 20.9%
Visitor destination areas $1,397 $1,741 24.6% 41.7%
Other, residential areas $1,414 $ 1,669 18.1%
Maui County $ 1,709 $1,753 2.6%
Visitor destination areas $1,824 $1,935 6.1% 39.9%
Other, residential areas $ 1,644 $1,651 0.4%
ADR = average daily room rent. Sources: RentRange® and Hospitality Advisors.
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D. SPECIAL NEEDS HOUSING IN HAWAI‘I

Beginning in 2011, the HHPS identified housing-
related issues among persons belonging to eight
special needs populations in Hawai'i. Many
members of special needs populations live in
existing households and are cared for by family
members. They may receive some public
services in the process. Others are housed in
residential service programs or other group
quarters. These persons usually require
substantial levels of service delivered onsite. As
such, persons with special needs may create
demand for housing that is separate from, and in
addition to, the rest of the residential housing
market.

Populations with special needs include:

e The elderly (age 62 and older) and frail elderly
(elderly with physical or mental limitations that
may interfere with their ability to independently
perform activities of daily living).

Exiting offenders

Persons with alcohol and/or other drug addiction
Disabled persons

Persons living with HIV or AIDS

Persons with severe mental illness

Victims of domestic violence

Emancipated foster youth

1. Demand for Special Needs Housing

Persons in one or more special needs
populations often experience challenges in
obtaining or retaining housing. Low incomes,
high need for supportive services near or in the
residential context, and the temporary nature of
much of special needs housing may impede
special needs persons from securing adequate
affordable housing.

a. Economic Barriers to Accessing Housing

Persons in special needs groups are often
unable to afford adequate housing due to low
rates of employment or employability. For
example, more than 90 percent of persons in
Hawai‘i who were served by the Public Mental
Health system in 2013 were either unemployed

Hawai'i Housing Planning Study, 2016

or not in the labor force.” Persons with
substance addiction were more likely to be
unemployed than employed full- or part-time.”
Victims of domestic violence missed twice as
many workdays than average employees.
Those who had been abused were absent from
work for an average of 7 days at a time.” For
part-time employees, this resulted in a
considerable loss of income.

Persons exiting incarceration were at a
considerable employment disadvantage. Many
had less than high school diplomas, lacked
adequate job training or work experience, and
often suffered from physical disability or mental
illness. There was also a bias against hiring
former prisoners. As a result, it was difficult for
exiting offenders to obtain steady work at pay
rates high enough to afford market-rate rents.’®

Though most of them do not require support in
daily living, exiting offenders without the
economic means to secure housing will move
into transitional housing. Transitional housing for
exiting offenders often provides substance abuse
treatment, reintegration counseling, and support
services that encourage adherence to terms of
release and promote successful reintegration
into the community.

Young adults who exit the foster care system
cannot usually depend further on their foster
families and most need to secure their own
housing when they age out of the foster system.
There are state and federally funded programs to
facilitate transition from foster care to
independent adulthood. However, young people
exiting foster care are less likely than average to
have a high school diploma and many have
difficulty finding employment that would qualify

8 Substance Abuse and Mental Health Services Administration
(2014). Behavioral Health Barometer, Hawai'i.

™ Substance Abuse and Mental Health Services Administration,
Results from the 2013 National Survey on Drug Use and
Health: Summary of National Findings.

> Rothman, Hathaway, Stidsen, & de Vries (2007). How
employment helps female victims of intimate partner violence.
Journal of Occupational Health Psych, 12, p. 136.

6 Urban Institute Justice Policy Center (2008). Employment After
Prison: A Longitudinal Study of Releases in Three States.
October, 2008.
http://www.urban.org/sites/default/files/alfresco/publication-
pdfs/411778-Employment-after-Prison-A-Longitudinal-Study-of-
Releasees-in-Three-States.PDF
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them for market-rate rentals.”” Perhaps equally
important, many who have been in the system
for several years are not interested in continuing
to live in government sponsored housing.

b. Need for Special Services

Although public housing, Section 8, and other
similar housing support programs help to
mitigate the economic-barriers to accessing
housing, many special needs persons may need
access to support or treatment services
delivered at or near their residence.

Frail elderly, persons with advanced terminal
illness, severe mental iliness, or severe physical
disability may be unable to live alone due to an
inability to perform activities associated with daily
living. The inability for some persons to live
independently results in the need for shelter in
group quarters or facilities that provide daily
living support and that can provide or facilitate
access to necessary medical treatment.

Similarly, persons with substance addiction will
often enter residential facilities where treatment
and counseling are integrated into the residential
context. During long-term residential treatment,
an addicted person will go through the course of
treatment for addiction as well as receive
counseling, job training, and other support
services.”® Upon the completion of residential
treatment, persons recovering from substance
addiction may move into sober houses, many of
which are expected to be transitional in nature.

Victims of domestic violence require shelter that
provides protection from abusers and that
facilitates access to childcare services, financial
and employment support services, and
counseling.

7 Hawai'i Kids Count (2012). Issue Brief. Improving Outcomes for
Youth Transitioning Out of Foster Care.
http://www.yeshawaii.org/wp-content/uploads/2015/09/TUES-
HawaiiKidsCountBrief.jpg

78 National Institutes of Health, National Institute on Drug Abuse
(2012). Principles of Drug Addiction Treatment: A Research-
Based Guide (3 ed.).
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c. Special Needs Housing is Often
Temporary

If a person with special needs is able to secure
affordable housing with access to needed
support services, the challenge shifts from
becoming housed to staying housed.

Housing in residential service programs - from
domestic violence shelters to prisons - is, by its
nature, temporary. After a designated period,
persons in most special needs housing are
expected to move into permanent housing. If
they have not secured a permanent residence at
another location, they must continue to pursue
temporary housing options or risk homelessness.

Further, many agencies that provide supportive
temporary housing to special needs groups are
funded by private donors or government
programs. They can provide housing support
only as long as their funding exists. As an
example, in 2016, the Department of Housing
and Urban Development (HUD) cut funding to
programs that provide temporary or emergency
shelter services across the country. The cuts
were the result of a reconfiguration of funding
allocation that places greater emphasis on the
provision of permanent supportive housing for
homeless persons. In Hawai'i, eight programs
that provide transitional or temporary housing to
special needs groups had funds cut.” Some of
these programs may no longer be able to
operate. Others must find other funding
mechanisms in order to continue to provide
special needs housing assistance.

d. Special Needs Persons in Need of
Housing

Estimating the number of persons in special
needs populations who need housing is
challenging for a variety of reasons.

First, even if we have a population estimate for a
special needs category, there is rarely any count
of persons in that category who need housing.

 Nakaso, D. (May 20, 2016). HUD cuts funds to programs for
homeless with HIV/AIDS, mental illness. Honolulu Star
Advertiser.
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U.S. Census estimates of the frail elderly and
persons with disabilities say nothing of housing
need (all such persons are sheltered in existing
households) and breakdowns of the group
guarters population are unpublished.

Second, many agencies that provide services for
persons with special needs are not required by
contract or charter to provide housing. The result
is that service agencies may be unable to
provide accurate information on housing needs
within their target populations. In fact, unless
housing is specifically listed among information
and referral services, these agencies cannot
provide evidence on the number of their clients
who actually receive housing services.

Third, co-occurring disorders are common
among persons with special needs. In one study,
40 percent of persons with mental health
problems also report substance use problems.°
About 65 percent of incarcerated persons meet
the diagnostic criteria of substance abuse.®
Victims of domestic violence are more likely than
average individuals to have HIV, severe mental
health difficulties, or substance dependence,
stemming from their abuse.® Summing housing
need across all special needs populations is
likely to inflate an estimate of housing need.

Finally, many special needs persons are
homeless and thus duplicated in point-in-time or
other counts of the homeless discussed
elsewhere in this report.

Although there are challenges in estimating the
number of special needs persons who need
housing, attempting to estimate the size of this
population is critical to ensuring the availability of
adequate funding for special needs housing
support. As such, Table 41 presents some
estimates of the number of persons in each
special needs population. The counts are
duplicated across categories and not every
person with a special need requires housing.

80 Substance Abuse and Mental Health Services Administration (2016).

81

82

Mental and Substance Abuse Disorders.

The National Center on Addiction and Substance Abuse (2010).
Behind Bars |l: Substance Abuse and America’s Prison Population.
World Health Organization (2013). Global & Regional Estimates of
Violence Against Women: Prevalence of Health Effects of Intimate
Partner Violence and Non-Partner Sexual Violence.
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Table 41. Special Needs Group Sizes

Special Needs Group Number Source
(Statewide) Persons
Elderly-Related
Elderly (60+) (2014) | 316,555 | 2014 ACS
Elderly (60+) with any
Disability (non- | 94,776 | 2014 ACS
institutionalized) (2014)
Elderly (60+) living alone
y (60+) 9(201 4y | 53689 | 2014ACS
Age 65+ receiving Aid to
g\ged, Blind & Disabled o15 pavall DS baa
(average per month)
Substance-Abuse Related
Substance abuse Judiciary Report to
offenders in treatment 4,336 Legislature 2016
programs (2014) Session
Substance Abuse &
. Ment_al Health_
Persons with Substance 37.221 Services Admin.

Behavioral Health
Barometer, Hawai'i
2014

Abuse (2014)

Domestic-Violence Related

Domestic Violence

Victims/Survivors Served Hawar'i DHS Data

7,338

Book 2015
(2012) 0
Domestic Violence
Victims/Survivors 769 gg(\;v; '2'0228 Data
provided Shelter (2012)
Family members of
Victims/Survivors 648 E!g(v)vlft '2'0228 Data
provided Shelter (2012)
Number of Bed Nights for
Victims/Survivors and 42,576 gg(\;v; '2'0228 Data
family members (2012)
P . CDCP, HIV
Persons living with N
AIDS/HIV (2014) 131 ggﬁelllance Report
Substance Abuse &
] Mental Health
Persons with Severe 58,695 Services Admin.

Behavioral Health
Barometer, Hawai'i
2014

Mental lliness (2014)

Foster Care Children
Exiting because of 71
Emancipation (2015)

Hawai‘i DHS Data
Book 2015

Table 41 illustrates the challenge of determining
the size of special needs groups and the size of
the number of people currently being served. To
better identify future needs for residential
services with wrap-around services, a new
approach needs to be developed. Ideally, this
approach will correspond to the types of care
facilities that are available. One example may

Page 64

© SMS, Inc.

December, 2016




be that instead of counting aged individuals as a
group, we can identify the characteristics of
adults age 65+ who use the services of a
residential care facility versus a skilled nursing
facility, etc. Once these characteristics are
grouped by type of facility, we can better
estimate total demand.

e. Inventory of Special Needs Housing

In this section, we deal with the challenges in
trying to assess the system capacity for housing
persons with special needs. We include the data
on type of facilities and vacancies on record.

Eight facilities statewide offer temporary shelter
for survivors of domestic violence. The capacity
of these shelters varies because they have a “no
turn  away” policy meaning they will
accommodate as many survivors and family
members as necessary. Stays at these facilities
can last as long as 120 days. During their stays,
staff members work with survivors to find an
appropriate longer-term residence.®

A “Special Treatment Facility” is a facility that
provides a therapeutic residential program for
care, diagnoses, treatment or rehabilitation
services for socially or emotionally distressed
persons, mentally ill persons, persons suffering
from substance abuse, and developmentally
disabled persons. There are 27 facilities in the
State: four on Hawai'i Island, one on the island
of Maui and 22 on O‘ahu. It is unclear the
number of beds or vacancy level for each
facility.®

“Therapeutic Living Programs” (TLPs) are a long
term (up to 6 months) residential program for
adults with severe and persistent mental illness,
who do not need the care of a specialized
treatment facility. The primary goal of the
program is to assist clients in meeting their basic
needs until they are able to transition in to a
more independent living option of their choice.
Support is flexible, focused, and based on
recovery. There are 10 TLPs statewide: three

83 Hawai'i State Coalition Against Domestic Violence
84 State of Hawaii Department of Health, Office of
Healthcare Assurance, State Licensing Section.
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on Hawai‘i Island, one on the island of Maui, and
six on O‘ahu. It is unclear how many beds or
vacancies for each of these facilities.®®

“Developmental Disabilities Domiciliary Homes"
are described under Chapter 333F of Hawai'i
Revised Statutes-Services for Persons with
Developmental Disabilities or Mental
Retardation. These homes provide 24- hour
supervision or care, excluding licensed nursing
care, for a fee, to not more than five adults with
mental retardation or developmental disabilities.
There are 42 of these facilities statewide: one on
Hawai'i Island, three on Maui and 38 on O‘ahu.
The number of beds and the occupancy rates for
these facilities are unknown.8®

“Community Care Foster Families” serve the
aged and disabled persons by providing housing,
supervision, direct care, and management of
resident's non-medical and medical service
needs. As shown in Table 42 below, there are
492 homes with 1,203 beds statewide. These
homes serve a mix of Medicaid and private pay
patients. Maui and Kaua'i have higher vacancy
rates of 55 percent and 52 percent, respectively.
Hawai'i Island and O‘ahu have significantly lower
vacancy rates of 36 percent and 38 percent,
respectively.®’

Table 42. Community Care Foster Families

Community Care Foster Families

O‘ahu [ Maui [Hawai‘i [Kaua’i [ State
#of Homes 408 | 28 45 11 | 492
Capacity (# of beds) 981 | 65 128 29 |1203
Medicaid Open Beds 171 | 16 27 7 221
Private Pay Open Beds| 201 20 19 8 248
Open Beds as a % of
Capacity

38% | 55% | 36% | 52% | 39%

Table 43 shows the number, capacity, and
vacancies for Adult Residential Care Homes
(ARCH).

8 State of Hawaii Department of Health, Office of
Healthcare Assurance, State Licensing Section

8 State of Hawaii Department of Health, Office of
Healthcare Assurance, State Licensing Section

87 State of Hawaii Department of Health, Office of
Healthcare Assurance, State Licensing Section
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Table 43. Adult Residential Care Homes, Hawai'i,
as of May 5, 2016

personalized support services designed to
respond to individual needs. Statewide there are
15 facilities with a 2400 bed capacity.®® Eighty
percent of the facilities and 81 percent of the
system capacity are located on O‘ahu.

Table 45. Skilled Nursing and Intermediate Care
Facilities, Hawai'i, 2016

No. Vacancy

Homes | Capacity | Vacant| Rate
ARCH | 218 964 526 53%
ARCH Il 4 109 85 78%
Total 222 1,093 611 56%
EXP 231 1,133 620 55%
ARCH II- Exp 31 440 263 60%
Total Exp 262 1,573 883 56%
Grand Total 484 2,666 1,461 56%
Source: State of Hawai'i, Department of Health, Office of

Health Care Assurance, State Licensing Section, Updated
May 13, 2016.

ARCH | and ARCH Il are intended to serve
adults with minimal service needs, providing
assistance with activities of daily living. EXP and
ARCH II-EXP provide 24-hour assistance with
activities of daily living. These two programs also
provide skilled nursing services, if needed.
Statewide there are 484 licensed ARCH homes
offering 2,666 beds. As of the last report noted
above, 56 percent of these beds were vacant.
Vacancy rates are relatively low on Hawai'i
Island and higher on the other three islands.®®
Other details for the State and counties are
provided in Tables D-1 through D-5b in the
appendix.

Table 44. Assisted Living Facilities, Hawai‘i, as of
May 13, 2016

Number

Facilities Capacity
State 15 2,400
Hawai'i 1 220
Honolulu 12 1,936
Kauai 1 100
Maui 1 144

Source: State of Hawai'i, Department of Health, Office of

Health Care Assurance, State Licensing Section, Updated
May 13. 2016.

Assisted Living Facilities (Table 44) serve the
purpose of providing a combination of housing,
meal services, health care services, and

88 State of Hawai‘i Department of Health, Office of Health
Care Insurance, State Licensing Section, Updated May
13, 2016
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Number

Facilities Capacity
State 50 4,401
Hawai'i 9 886
Honolulu 33 2,828
Kaua'i 5 333
Maui 2 344
Lana'i 1 10

Source: State of Hawai'i, Department of Health, Office of

Health Care Assurance, as of June 23, 2016

Hawai‘i's Skilled Nursing and Intermediate Care
Facilities (ICF) provide types of care similar to
those provided by ARCH homes, but are housed
in larger facilities (Table 45). ICF provides 24-
hour assistance with activities of daily living and
care provided by licensed nursing and
paramedical personnel on a regular long-term
basis. Skilled nursing facilities provide skilled
nursing and related services to residents who
require 24-hour medical or nursing care or
rehabilitation services. Statewide 50 facilities
offer this level of care with 4,401 beds.*° Sixty-
six percent of the facilities and 64 percent of the
capacity are located on O‘ahu.

Table 46 shows the number of Intermediate Care
Facilities for Individuals with Intellectual
Disabilities. Statewide there are 18 facilities with
an 88-bed capacity.®*

8 State of Hawai‘i Department of Health, Office of Health
Care Assurance, Medicare Facilities, as of June 23,
2016.

% State of Hawai'i Department of Health, Office of Health
Care Assurance, Medicare Facilities, as of June 23,
2016.

%1 State of Hawai‘i, Department of Health, Office of
Healthcare Assurance, Medicare Section
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Table 46. Other Intermediate Care Facilities,
Hawai‘i, 2016

Number

Facilities Capacity
State 18 88
Honolulu 14 67
Maui 4 21

Source: State of Hawai'i, Department of Health, Office of
Health Care Assurance, as of June 23, 2016

Combining Community Care Foster Families,
ARCH, Assisted Living Facilities, SNF and ICF
there are 8,638 beds providing different levels of
care. Because only Community Care Foster
Families and ARCH provide vacancy numbers it
is difficult to determine if there are too many or
too few of this type of residential care in Hawai'i.

f. Needed Units for Special Needs Population

Acknowledging the many challenges outlined
above in determining the number of housing
units needed to accommodate Hawai'‘i's special
needs population, Table 46 provides the
estimated number of units needed between 2015
and 2025.

Table 46. Needed Units for Special Needs
Population, Hawai‘i, 2015-2025

2016 2015-2025
Require

Special Needs Needed Unit
Subpopulation Population | Units |Amenities
Elderly 137,043 | 2,836 159
Frail Elderly 105,722 2,803 137
Severe Mental Illness 58,695
Developmentally
Disabled 55,503
Physically Disabled 78,300 9,381 403
Alcohol or Drug
Addiction 37,221
HIV/AIDS 131 190 5
Domestic Violence
Victims 7,338
Exiting Programs (prison| 1,500 and
& foster care) 71

As noted in Table 29, there are 5,639 units
needed over the next ten years to accommodate

Hawai'i Housing Planning Study, 2016

elderly households across the state. Because
the elderly population is almost evenly split
between elderly (50.3%) and frail elderly
(49.3%), the needed units are divided in the
same manner. This results in 2,836 units
needed for elderly households and 2,803 units
needed for frail elderly households. Among
elderly households, 5.6 percent require special
amenities®? in their home so 159 of the 2,836
needed units would need to include these
specialized features. Similarly, 4.9 percent of
frail elderly households require special amenities
in their home so 137 of the 2,803 needed units
must include these features.

Developmentally Disabled

Based on the results of the 2016 Housing
Demand Survey, 14.5 percent of households in
Hawai‘i have a member with a physical disability.
It was assumed, therefore, that the same
proportion of the total demand for households
(64,693) would be required to serve the
physically disabled population (9,381 units). As
was found for elderly households, only a small
percentage of physically disabled households
(4.3%) have a need for special features in their
home. Approximately 403 of the 9,381 needed
units would have to include these amenities.

Persons with HIV/AIDS

Included in the special needs analysis are
households in which at least one members has
HIV/AIDS. Based on information obtained from
Gregory House, Hawai'i's statewide HIV/AIDS
housing agency, approximately 38 families per
year exit their bridge housing programs into
regular units. Between 2016 and 2020, this
would suggest a need for 190 housing units,
about 5 of which would need to be equipped with
special amenities. Several factors suggest that
this needed units estimate is likely to be low.
Gregory House currently has 36 families on their
wait list, some or all of whom are in need of
housing. Further, Phocused reported 117
unsheltered homeless with HIV/AIDS so units to

92 Such as grab bars ramps, railings, grab bars and
emergency call systems.
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accommodate those persons would be in
addition to the needed units estimate.

2. Recommendation

As the population of Hawai‘i continues to grow
and age, an identification of the demand for, and
inventory of, special needs housing will become
more important. Even as we recognize that not
every individual that has a special need will
require a specific housing option, over time a
better tool for forecasting and tracking this
population will be in order.

Specifically, Hawai‘i should develop an annually
updated, county-by-county, cross-agency
dataset containing at least an estimated of the
number of people in special needs groups and
the number of persons entering, served by, and
exiting each agency (by source and destination).
The dataset should also include the number of
residential units (beds, rooms, apartments)
available at each agency, and the occupancy
rate for the year. The base information would be
about 12 to 15 variables and experience
suggests that number will grow according to the
information needs of the system.

A similar information system exists in Hawali'i
today -- the State’s Homeless Management

Hawai'i Housing Planning Study, 2016

Information System (HMIS). The HMIS has
been in development since the mid-nineties and
has benefitted from the national model of the
HMIS at HUD. It would be ideal if HMIS could be
used as a model for avoiding some of the pitfalls
of developing the Hawaii Special Needs
Management Information System. The previous
section of this report described how HMIS can
be used to set objectives, make definitions,
monitor progress, and develop more effective
strategies and tactics for housing Hawai‘i's
people.

With respect to measuring the size and severity
of housing problems, static, ad hoc, and periodic
studies such as this one have many
shortcomings. The most vexing of those
shortcomings is that these studies do not
increase the amount, value, or relevance of data
in the system. A comprehensive management
information system does not have that problem.
We strongly recommend that the State and
County agencies serving persons with special
needs begin the process of developing such a
system for Hawai'i.
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E. HOUSING AND NATIVE HAWAIIANS

There were about 462,876 households in Hawal'i
in 2016. Of those, about 73,437 (15.9%) were
Native Hawaiian households.®®  Approximately
60 percent of Native Hawaiian households lived
in the County of Honolulu and 21 percent resided
in Hawai‘i County. Maui County was home to 14
percent of Native Hawaiian households and the
remaining 5 percent lived on Kaua'i.

In eight of out ten Native Hawaiian households,
the head of household had lived in Hawai'i all
their life, compared to 36 percent in non-Native
Hawaiian households. Native Hawaiian
households were larger than non-Native
Hawaiian households (average persons per
household of 3.6 v. 2.6) and were less likely than
non-Native Hawaiian households to be single
member households (13% v. 26%). The median
household income among Native Hawaiian
households in 2015 was $59,316. The median
household income among non-Native Hawaiians
was 23 percent higher at $73,129. So Native
Hawaiian households have lower median
incomes supporting a greater number of
household members than non-Native Hawaiian
households.

Consistent with the findings on household
income, Native Hawaiian renter households were
more likely than non-Native Hawaiian renter
households to be living in public housing (19.6%
v. 12.8%). They were also more likely to be
recipients of Section 8 rental assistance (13.1%
v. 5.9%). Roughly 9,500 Native Hawaiian renter
households fell into one of these two assistance
categories.

Nearly three-quarters of Native Hawaiian
households lived in a single-family dwelling
(73.6%) versus 61 percent of non-Native
Hawaiians. An additional 24 percent lived in

98 According to definitions used for the study, a Native
Hawaiian household is one in which at least one person
identified as Hawaiian or Part-Hawaiian resides. The
figures will not match Census or ACS data which define
a Native Hawaiian Household as one in which the
householder (head of household) is all or any part
Hawaiian. The unweighted sample size for Hawaiian
households for the 2016 Demand Survey was 2,230.

Hawai'i Housing Planning Study, 2016

multi-family dwellings such as townhomes,
duplexes, condominiums or apartments. Native
Hawaiian households were far less likely than
non-Native Hawaiian households to live in
condominiums (3.8% v. 12.8%).

Over half (54%) of all Native Hawaiian
households owned their current residence. This
was slightly lower than in 2011 (57%) but is
consistent with the overall decline in
homeownership. Homeownership among Native
Hawaiian households varied somewhat by
county, with those living in Maui County having
the highest rate of homeownership (66.4%) and
those in Honolulu being the least likely to own
their home (49.1%). Sixty percent of Native
Hawaiian households in Hawai‘i County and 59
percent of those on Kaua'i owned their current
residence. The median monthly mortgage
payment made by Native Hawaiian households
was $1,689, versus $1,973 for non-Hawaiian
households. Native Hawaiian households were
also less likely than other households to have
paid off the mortgage on their current residence
(19.1% v. 30.9%).

The percentage of Native Hawaiian and non-
Native Hawaiian households renting their current
residence was approximately equal (39.3% v.
37.4%). The median monthly rent paid by Native
Hawaiian households ($1,352) was also very
similar to that of non-Native Hawaiian
households ($1,391).

Eleven percent of Native Hawaiian households
surveyed were living on Hawaiian Homestead
Land (7,843 households). Among these
households, one-third were also on the wait list
to receive a DHHL award (2,623 households).
An additional 13,569 Native Hawaiian
households who did not live on Hawaiian
Homestead Land were also on the wait list for a
DHHL award.%

% The counts reported from the survey differ from DHHL
wait list, as the survey counted households and the wait
list captures all unique individuals.
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The average household size among Native
Hawaiian households was notably larger, 3.63
persons, than among non-Native Hawaiian
households (2.62 persons). Native Hawaiian
households were slightly more likely than other
households to be crowded (10.9% v. 10.4%) and
much more likely to be doubled up (24.8% v.
9.6%). Similarly, a notably larger percentage of
Native Hawaiian households than non-Native
Hawaiian households included hidden homeless
persons (14.1% v. 4.2%).

In addition, the Demand Survey indicated that
22.4 percent of Native Hawaiian households
would be considered at risk for homelessness.
Among non-Hawaiian households the
comparable figure was 20.6 percent. These
households reported they would become
homeless if they lost their primary source of
income for more than three months.

The Housing Demand Survey included an
estimated 608 Native Hawaiian households
(0.8%) who are currently homeless. When asked
where they stayed last night, 39 percent of those
who provided a response indicated that they
slept outside or in a car and 27 percent stayed
with friends or family members for the night.

When asked how soon they planned to move to
a different home, 53 percent of Native Hawaiian
households indicated that they would probably
never move (vs. 42% of non- Native Hawaiian
households). Thirty percent reported that they
plan to move within the next five years, with an
additional six percent planning to move in six to
ten years.

When they move, Native Hawaiian households
were most likely to remain on the same island
(69%) and only 9 percent would relocate to
another island in the State. Eleven percent of
these Native Hawaiian households, however,
planned to leave Hawaii when they move.
Among those planning to leave the State, 37
percent mentioned housing as a reason for their
decision.

When they move, 46 percent of Native Hawaiian

households expected to purchase their next
home. The majority of these prospective buyers

Hawai'i Housing Planning Study, 2016

would prefer a single-family home (81%) with
three (45%) or four (33%) bedrooms and two
(69%) or three (19%) bathrooms.

On average, Native Hawaiian households
planning to buy their next home had $24,440
available for the down payment. This was less
than half the amount non-Hawaiian households
reported having available for a down payment
($59,225). A larger percentage of Native
Hawaiian (8.5%) than non- Native Hawaiian
households (4.2%) reported that they had no
funds available for a down payment. Hawaiian
households planning to purchase their next
home could afford to make a median monthly
mortgage payment of $1,680, while non- Native
Hawaiian households can afford to pay much
higher monthly housing payments ($2,643).

Among Native Hawaiian households not
planning to buy their next home, more than 8 out
of 10 indicated that it was simply too expensive
to purchase a unit in Hawai'‘i. Like buyers, many
households planning to rent would prefer a
single-family home (47%) with two (34%) or
three (46%) bedrooms and one (49%) or two
(43%) bathrooms. The median monthly payment
affordable for Native Hawaiian households that
plan to rent their next home was $1,350 (vs.
$1,377 for non-Hawaiian households).

Table 48. Demand and Housing Preferences,
Native Hawaiian and Non-Native Hawaiian
Households, 2016

Hawaiian |Non-Hawaiian
Households| Households | Total
Total Households 73,437 389,439 462,876
Effective Demand
22,422 124,740 147,163
Movers
Plan to Buy 46.2% 49.7% 49.1%
Affordable
Monthly Housing
Payment
Buyers| $1,680 $2,643 $2,631
Renters| $1,350 $1,377 $1,372

Finally, we have prepared a table of projected
demand for Native Hawaiian households (Table
49). Of the demand for 64,693 housing units
between 2015 and 2025, approximately 10,530
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will be needed by Native Hawaiian households.
The majority of these needed units were for
Native Hawaiian households in the County of
Honolulu (60%). Far fewer units would be
needed for Native Hawaiian households in
Hawai‘i County (20%), Maui County (15%), and
Kaua'i County (5%).

Roughly two-thirds of the 10,530 units would be
needed to accommodate Native Hawaiian
households that earned 80 percent or less of the
HUD AMI (6,719 units). Approximately 9 percent
of the needed units would be required to house
Native Hawaiian households earning more than
180 percent of AMI annually.

Across the State, units needed to house Native
Hawaiians were almost evenly divided between
ownership (52%) and rental units (48%). Among
the counties, slight differences were identified.

Hawai'i Housing Planning Study, 2016

Hawai‘i County had the highest demand for
ownership units among Native Hawaiian
households (68%), followed by households
currently living on Maui (55%) and Kaua'i (54%).
The demand for rental units was higher than for
ownership units in the county of Honolulu (54%).

Statewide, of the units needed to accommodate
Native Hawaiian households, demand for single-
family dwellings was roughly 60 percent (6,191
units).  Again, the demand for single-family
versus multi-family units varied by county. Of
needed units on Hawai‘i and Kaua'i, single-family
homes were in highest demand (85% and 76%,
respectively). More than 70 percent of the units
for Maui County were single-family dwellings.
For Native Hawaiian households in Honolulu,
however, only 59 percent were single-family
units.
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Table 49. Housing Demand by HUD Income Classification, Native Hawaiian, Hawai'i, 2015-2025

HUD Income Classification (% of Area Median Income)
More
Less than than
30% 30-50% | 50-60% | 60-80% | 80-120% (120-140% |140-180%| 180% Total
State of Hawaii 2,068 2,285 703 1,663 1,167 1,211 457 976 10,530
Ownership Units 545 905 420 974 827 930 231 667 5,499
Single-Family 434 364 286 648 575 651 152 467 3,577
Multi-Family 111 541 134 326 252 279 79 200 1,922
Rental Units 1,523 1,380 283 689 340 281 226 309 5,031
Single-Family 975 598 206 152 172 195 83 233 2,614
Multi-Family 548 782 77 537 168 86 143 76 2,417
Honolulu 1,062 1,493 389 1,041 744 703 358 513 6,303
Ownership Units 176 473 216 567 469 517 175 308 2,901
Single-Family 96 40 119 289 246 300 104 176 1,370
Multi-Family 80 433 97 278 223 217 71 132 1,531
Rental Units 886 1,020 173 474 275 186 183 205 3,402
Single-Family 529 404 106 26 115 116 40 148 1,484
Multi-Family 357 616 67 448 160 70 143 57 1,918
Maui 344 328 108 206 201 202 32 147 1,568
Ownership Units 98 133 69 117 162 152 32 101 864
Single-Family 85 116 52 91 139 129 24 65 701
Multi-Family 13 17 17 26 23 23 8 36 163
Rental Units 246 195 39 89 39 50 0 46 704
Single-Family 132 115 39 40 31 36 0 27 420
Multi-Family 114 80 0 49 8 14 0 19 284
Hawaii 459 336 163 353 198 241 31 277 2,058
Ownership Units 171 249 111 255 179 214 0 229 1,408
Single-Family 171 176 91 238 179 185 0 202 1,242
Multi-Family 0 73 20 17 0 29 0 27 166
Rental Units 288 87 52 98 19 27 31 48 650
Single-Family 234 41 44 71 19 27 31 48 515
Multi-Family 54 46 8 27 0 0 0 0 135
Kauai 203 128 43 63 24 65 36 39 601
Ownership Units 100 50 24 35 17 47 24 29 326
Single-Family 82 32 24 30 11 37 24 24 264
Multi-Family 18 18 0 5 6 10 0 5 62
Rental Units 103 78 19 28 7 18 12 10 275
Single-Family 80 38 17 15 7 16 12 10 195
Multi-Family 23 40 2 13 0 2 0 0 80
Source: Housing Demand Survey and DBEDT Housing Demand 2015-2025.
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F. SUSTAINABLE AFFORDABILITY

The sustainable lease is of interest to Hawai'i
housing planners as a feasible method of
producing affordable housing units that remain
affordable over time. At its base, a sustainable
lease is a leasehold arrangement that sustains a
property within an affordable price range.
Details of the arrangement are generally
developed to favor lessees who need affordable
housing.

Sustainable leases are relevant in Hawai‘i for
several reasons. First, they allow government
housing agencies to maintain units as affordable
over long periods of time. In the past, affordable
properties were developed for sale at affordable
prices but, once they are sold, the unit reverted
to market pricing. Second, sustainable leases
on government land can be written to reduce
development costs, enhance availability, and
reduce prices below the level of current market
housing. Ground leases can be reduced or even
eliminated. Down payments can be reduced or
even fully absorbed in the sale. Lease prices
can be maintained over the course of the lease
period. Third, sustainable lease agreements can
be written to include features that increase the
acceptability of leases in general, and controlled
property agreements of a specific nature. Past
research has shown®, for instance, that one
problem with the lease concept in Hawai'i is the
inability to pass leased property on to one’s
heirs. Sustainable leases can be written to allow
such transfers.

Any sustainable property agreement also entails
other limitations on ownership and resale. The
property must be owner occupied, must be sold
back to the community, and there is usually a
ceiling on the resale price.

The 2006, 2011 and 2016 Housing Demand
Surveys included a set of items to support the
investigation of sustainable lease as an
affordable housing development tool.®®  The
objective was to test the acceptability of the
sustainable lease concept among potential

9  Hawai‘i Housing Planning Study, 2006, 2011.

% This section includes the State, the City and County of
Honolulu, Maui and Kaua'i Counties. County of Hawai'i
did not participate in this section in 2016.
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homebuyers over the past ten years with some
variation in questions each year.

Table 50. Sustainable Lease Considerations by
County, 2006, 2011 and 2016

| Honolulu | Maui | Hawai'i | Kaua‘i | State

Would consider a lease if
...there was no downpayment

2006 66% 62% 58% 69% 66%
...there was a nominal monthly payment for the lease

2011 45% 52% 56% 56% 48%
..there was a $50/month payment to a non-profit

2016 44% 48% 62% 63% 46%
... the lease term was 60 to 99 years and renewable

2016 52% 55% 100% 73% 54%

2011 51% 57% 65% 52% 54%

2006 67% 59% 59% 65% 65%
...could pass the home to your heirs with new 60-99 year lease

2016 58% 66% 100% 80% 61%

2011 52% 65% 75% 69% 58%

2006 73% 66% 63% 73% 71%
...if non-profit would buy back house at fair ROI

2016 71% 71% 100% 79% 71%

If all above were true, would buy next home sustainlable
leasehold or fee simple?
Prefer sustainable lease

2016 15% 16% 52% 19% 16%

2011 14% 24% 29% 21% 18%

2006 6% 16% 7% 15% 9%
Would consider sustainable lease

2016 41% 37% 48% 40% 41%

2011 26% 27% 26% 32% 27%

2006 32% 23% 27% 32% 30%
Would still prefer fee simple

2016 43% 48% 0% 32% 43%

2011 59% 49% 45% 47% 55%

2006 62% 61% 66% 53% 61%

Base 2006: Asked of potential buyers who were not
interested in leasehold property, even if fee simple property
was unavailable in their price range. Base 2011 and 2016:
Asked of all potential buyer households planning to
purchase a unit in the State of Hawai'i.

Statewide, 41 percent of prospective buyers
were willing to consider a sustainable lease if no
fee simple homes were affordable.  This is a
significant increase from 27 percent in 2011 and
30 percent in 2006.

When survey respondents were asked about the
appeal of a renewable lease with terms between
60 and 99 years, over half were willing to
considering buying a leasehold property (54%).
The ability to pass the property on to one’s heirs,
who would then receive a 60 to 99-year lease,
would prompt 61 percent of buyers to consider a
lease.
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Sustainable lease options appealed to 46
percent of potential buyers if they could make a
$50 per month payment to a non-profit. If given
the option to sell their home to a non-profit at a
fair return on investment, 71 percent of potential
buyers indicated they would be interested in a
sustainable lease.

Further analysis showed that those households
most likely to find sustainable leases appealing
were the ones who most need them.
Sustainable leases appealed to more renters
than current owners. They appealed to
households that were crowded and/or doubled
up, and had strong support among households
earning between 80 and 140 percent of the
County AMI on Oahu. On Maui and Kaua',
interest was highest among households making
less than 80 percent of County AMI. Finally,
sustainable leases were attractive to
disproportionately high numbers of doubled-up
households (more than one family in the
household for economic reasons).

The results suggest that there is a role for the
sustainable lease concept in developing
affordable housing for Hawai'i. Leasehold
arrangements can be used to produce more
affordable housing units and maintain them in
the affordable housing stock indefinitely. The
data show that, even where leasehold property is
unpopular, a sustainable lease appeals to many
potential homebuyers. Once they understand
how a sustainable lease works, many people will
be willing to take advantage of a sustainable
lease to get into their own homes.

The 2016 Housing Demand Survey investigated
other options in the Counties of Honolulu, Maui,
and Kaua'i related to keeping affordable homes
affordable over time as shown in Table 51.
These options included buy-back, shared
appreciation, and pricing restrictions on the
resale of a house purchased at a below-market
price. The restrictions could be part of leasehold
agreements described earlier and are frequently
part of a Community Land Trust (CLT) type of
organization. CLTs are defined as nonprofit,
community-based organizations designed to
ensure community stewardship of land.

Hawai'i Housing Planning Study, 2016

Community land trusts are primarily used to
ensure long-term housing affordability.”%”

The most popular resale restriction had 37
percent of potential buyers in Honolulu, Maui and
Kaua'i counties agreeing to the question: “would
you be willing to buy a home at an affordable
price (maybe one-fourth or a third of market
price) if you knew that the home could only be
sold for an affordable price (maybe one fourth to
a third of market value) at the time of the sale?
This offers an alternative to renting and enables
you to build equity and enjoy tax deductions and
other benefits of homeownership.”

Table 51. Affordable Purchase Considerations

County
Total Honolulu| Maui | Kaua‘i

Buy an affordable home if...
..there was a shared appreciation restriction

2016 28% 27% 35% 44%
..there was a buyback restriction

2016 33% 30% 44% 57%
...it could only be sold at an "affordable price"

2016 37% 35% 44% 60%

Source. Housing Demand Survey, 2016

The other two options also have restrictions on
the sale or transfer of the property. At 28
percent, the least favored alternative was the
option to buy an affordable house with the
provision that upon resale the increased
appreciation of the home’'s value would be
“shared.” The biggest difference between this
question and the slightly more supported buy-
back restriction (33%) was that the more popular
option had a given time period, ten years after
purchase, and stated that there would be a
specific formula for establishing the resale price.

Households most interested in buying an
affordable home with buy-back restrictions are
similar in composition to those households
preferring leasehold properties. They tend to
have workforce HUD AMI levels on O‘ahu and
even lower income levels on Maui and Kaua'i.

When comparing all three options with resale
restrictions, the more clearly resale restrictions
are stated and explained, the greater the appeal
to potential homebuyers. In addition, there was

97 Community Land Trusts, Community-Wealth.org.
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more support for non-profit management than for
management by the state or county.

G. HOUSING AND TRANSPORTATION

In the last decade, several housing planning
centers developed Affordability Indices based on
the combined costs of housing and
transportation relative to HUD median income for
many areas throughout the United States,
including Hawai'‘i. *8

Table 52. Examples of O‘ahu Housing &
Transportation Costs

years were asked if they would “want to move
closer to one of the rail stations when they are
built. 100

Twenty-four percent of households said they
would want to move closer to one of the rail
stations. The group was made up predominantly
of commuters. Fully 73 percent of them
commuted to work, traveling more than a mile to
work on four or more days a week. Twenty-eight
percent of the group used public transportation
to commute at least three or more times a week,
compared with just 13 percent of those who did
not want to live closer to a planned rail station.

On Maui and Kaua'i, transportation costs had a
similar impact on affordability, as shown in the
tables below.

Table 53. Examples of Maui Housing &
Transportation Costs

Housing
Cost (% of | Transportation Combined
Areas on HH Cost (% of HH | (% of HH
Oahu income) income) income)
Kapolei 39% 20% 59%
Mililani 36% 20% 56%
Waipahu 32% 19% 51%
Urban o o o
Honolulu®® 29% 16% 45%

The table above shows examples of the
Affordability Index for select communities around
O'ahu. Newer communities such as Kapolei or
Mililani were developed targeting working class
families where land was available, but higher
transportation costs potentially offset some of the
benefit of living in these communities. This could
make the total cost of living in these communities
out of reach for working class families.

Concepts such as these were the foundation for
transit-oriented-development (TOD) nationally -
building affordable housing centered on public
transportation hubs in order to keep housing and
transportation costs affordable to working class
households. Questions related to the interest in
living near a transportation hub were included in
the 2016 Housing Demand Survey for the first
time.

On O‘ahu, the Honolulu Area Rapid Transit
(HART) includes TOD as a major aspect of the
project. Respondents to the Housing Survey
who were likely to move within the next five

% The Center for Neighborhood Technology's Housing
and Transportation (H+T®)  Affordability Index,
http://htaindex.cnt.org/.

99 This area includes from Halawa to Wai‘alae Kahala.
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Housing Transportation | Combined
Areas on Cost (% of | Cost (% of HH | (% of HH
Maui HH income) income) income)
Lahaina 36% 23% 59%
Kihei 36% 23% 59%
Kahului 34% 23% 57%
Table 54. Examples of Kaua'i Housing &
Transportation Costs
Housing Transportation | Combined
Areas on Cost (% of | Cost (% of HH | (% of HH
Kaua'i HH income) income) income)
Po‘ipa 43% 29% 72%
Kilauea 38% 27% 65%
Kapa‘'a 35% 26% 61%
Lthu‘e 37% 24% 61%

When likely movers on each of these islands
were asked if they would like to move to a place
closer to bus stops, 33 percent on Maui and 29
percent on Kaua'i responded affirmatively.
These percentages are higher than those given
by O‘ahu residents. However, it is likely that the
reasons Maui and Kaua'i residents want to move
closer to a bus stop are different from those
wanting to move closer to rail. Only 63 percent
of Maui movers who want to be closer to a bus
stop reported that they commute to work by

100 Note that fielding for the survey was completed in April
2016, prior to the June 2016 announcement that the
planned rail would stop at Middle Street.
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traveling more than one mile on four or more
days a week. The percentage in this category
was even lower on Kaua'i (54%). Likewise, only
11 percent of this group on Maui use public
transportation three or more times a week, and
on Kaua'i it is only 14 percent.

The discrepancies between O‘ahu and the other
two counties may be due to differences in the
perceived benefits of rail versus bus, or that new
housing developments are expected around rail
stations compared with residents already
knowing what is currently available around bus
stops.

1. Households that Want to Live Closer to a
Rail Station (C&C Honolulu)

Of households that wanted to move closer to a
rail station, 48 percent wanted to live in a single-
family house and 52 percent preferred a multi-
family home (townhouse 9%, condominium 19%,
or apartment 24%).

It was unclear exactly how close to a rail station
those preferring a single-family house wanted to
be because most of the public discussion for
TOD has focused on multi-family units.

Householders who wanted single-family houses
closer to rail stations were more likely to be
family households with higher incomes and lower
transportation costs. They had the following
characteristic differences from those who
preferred multi-family units:

e Young: More likely to be aged 39-59 (71%
vs. 51%);

e Employed: Working full time (94% v. 74%);

¢ In-migrants: Lived in Hawai‘i for more than
20 years but not lifetime (40% v. 20%)

o Wealthier: 2014 household income greater
than $100,000 (47% v. 23%); and

e Spend less on commuting: Lower
transportation cost estimates of under $75
per month (65% v. 21%)%

101 Estimated transportation costs provided by respondents
in the survey seem low compared with cost estimates
from the H&T index that includes “Auto Ownership plus
Auto Usage plus Public Transportation Usage.” It
seems more likely that respondents provide an estimate
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Householders who wanted multi-family units
closer to rail stations fell into two categories:
younger, lower income households looking for
more affordable rentals; and older, higher
income homeowners looking to buy or rent a
higher price unit.

Table 55. Characteristics of Households that want
to Live Near a Rail Station on Oahu, 2016

Buy Multi- Rent Multi-
Characteristics Family Unit | Family Unit

near Rail Near Rail
Own Current Home 74% 14%
Already paid for 31% 11%
Currently live in a single-family 63% 37%
house
HH Income > than $75,000 67% 41%
HH Income < $50,000 3% 46%
Under age 35 22% 39%
Single 41% 29%
Fulltime Employment 81% 63%
Live in State < 5 years 14% 49%
Uses public transportation to 19% 51%
commute

There was no doubt that, regardless of whether
they wanted to buy or rent, this group wanted to
be within walking distance of a rail station.
Eighty-eight percent of households that wanted
to buy a multi-family unit close to a rail station
consider it “extremely or somewhat important” to
buy a unit within walking distance of the station.
Likewise, of those households that wanted to
rent a unit, 92 percent considered it “extremely
or somewhat important” to rent an apartment
within walking distance of a rail station.

Based on the differences in characteristics it is
not surprising that buyers were looking for larger
units and they were willing to pay more per
month compared with renters. Buyers of multi-
family units near a rail station were looking for a
two- to three-bedroom unit (94%) with two
bathrooms (93%) and said they were able to pay
$2000 or more a month for housing costs (60%).
Potential renters preferred a one- to two-
bedroom unit (84%) with one- to one-and-a-half
bathrooms (72%). Potential renters were looking
to pay monthly rent of less than $500 (37%),
$500 to $1,100 (19%), or over $2000 per month
(13%).

of costs related to auto usage or public transportation
rather than the added cost of auto ownership.
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2. Households Wishing to Live Close to Bus
Stops (Maui Island and Kaua'i County)

On Maui Island, 33 percent of potential movers
“want to move to a place that is closer to bus
stops.” Overall, this group looked very similar to
potential Maui movers overall.  The major
differences in demographics were that this group
had greater likelihood to be younger, have lower
household incomes, and to be current renters.
Those desiring a unit closer to bus stops are
more likely to be

e Young: Under 34 years of age (31% v.
26%);
Single: and never married (35% v. 24%);

e In-migrants: Lived in Hawai'i between six to
20 years (43% v. 31%);

e Renters: Currently renting (74% v. 59%);

e Lower Income: 2014 household income
level less than $30,000 (32% %).

Households that wanted to move closer to a bus
stop were significantly more likely to want to rent
their next home (60%). Fifty-four percent of non-
bus stop movers would like to buy their next
home. Not surprising, given the demographics,
closer to bus stop movers were more likely to
want a multi-family dwelling (33% v. 19%) with
one bedroom and one bath. Likewise, bus stop
renters are more likely to say they will be able to
afford less than $1,400 per month in housing
costs.

When asked why they wanted to move closer to
a bus stop, 55 percent wanted to move closer to
the workplace of a household member. Only 24
percent of those who preferred not to move
closer to a bus stop mentioned a desire to move
closer to the workplace of a household member.

On Kaua'i, 29 percent of all potential movers
“want to move to a place closer to bus stops.”
As on Maui, Kaua'i householders who wanted to
move closer to a bus stop were much like

Hawai'i Housing Planning Study, 2016

potential Kaua'i movers overall. Unlike Maui,
Kaua'i closer-to-bus-stop movers were likely to
be older (37% over age 60 v. 25% on Maui),
unemployed (42% v. 23%) or employed part-time
(42% v. 28%), and not commuting to work more
than a mile more than four days a week (46% v.
37%).

Kaua'i closer-to-bus-stop-movers, compared with
Kaua'i movers not seeking units closer to bus
stops, were also more likely to be:

e Older:
28%);
e Unemployed: Not employed outside the
home (42% v. 27%);
e Part-time workers:
(36% v. 27%);
e Current renters; (63% v. 59%); and
SFD owners: Currently owners of a single
family dwelling (79% v. 69%).

60 years of age or older (37% v.

Employed part-time

When considering their next home, householders
who wanted to move closer to a bus stop
preferred to rent (53%) compared to 36 percent
of movers not concerned about their proximity to
bus stops. They were also more likely to prefer
a multi-family dwelling (36% v. 14%) that had
one-to two-bedrooms (69% v. 49%) and one
bathroom (63% v. 45%), for which they would be
able to pay less than $1,300 in shelter costs per
month (71% v. 43%).

Only nine percent of Kaua'i potential movers
used public transportation to commute three or
more times a week. Closer-to-bus-stop movers
were slightly more likely to commute (14%)
compared with compared to 7 percent of those
who did not want to move closer to a bus stop.
Fifty-six percent of closer-to-bus-stop movers
intend to move closer to the workplace of a
household member compared with 29 percent of
movers not looking to be closer to bus stops.
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V. PUBLIC SECTOR HOUSING RESOURCES

HHPS has always assembled data on housing of
all types and across all price levels. At the same
time, the data have been most frequently and
successfully applied to public sector housing
issues. In part, that is because HHPS has been
largely funded by the public sector and HHPS
reports are published by government agencies.
More important, the study has always found that
housing need is greatest at the lower end of the
market.  Supply, demand and needed units
estimates show that housing shortages are more
prominent among lower income families seeking
lower priced units. It seems appropriate then
that HHPS ends up supporting planning efforts
for public sector housing.

A. HOUSING FUNDING PATTERNS

One way of looking at housing planning efforts
in Hawai'i is to consider how we spend our
housing dollars. In the public sector, funding
comes largely from two sources: federal and
state government.

1. Federal Allocations

Before 2010, federal allocations for housing in
Hawai‘i amounted to about $133 million per year
(HHPS, 2011). Allocations were high in 2000
and 2001, and then leveled off at about $70
million a year during the middle of the decade.
With added funds from the American Recovery
and Reinvestment Act of 2009, HUD spending
rose to over $200 million a year in 2008 and
2009 and settled back to $161.3 million in 2010.
Between 2012 and 2015, expenditures grew
substantially to a level of $225.6 million in 2015.

A breakdown of Federal expenditures in Hawai'i
by program and county is shown in Table 56. We
have included allocations from HUD and from
the U.S. Department of Agriculture (USDA) Rural
Development Program. Those are two major
sources of funding for housing development and
maintenance in the States. The allocations are
shown for 2015.

Total HUD allocations for 2015 amounted to
about $459.6 million and that figure was up

Hawai'i Housing Planning Study, 2016

about 8 percent since 2014. The largest part of
the increase was due to a substantial increase in
the HUD Mortgage Insurance program. The total
for 2015 was about $233.9 million, more than 50
percent of HUD allocations for the vyear.
Mortgage insurance outlays represented the
largest increase in federal funding. Funding for
the other programs that support public housing
development and maintenance were all similar to
what they have been since 2011.

The two programs that can be used to produce
or preserve housing units, CDBG and HOME
funds, amounted to about $17.5 million. The
level of funding has been relatively steady over
the last few years. Two other programs used for
housing production, Section 202 Supporting
Housing for Elderly and Section 811, Supportive
Housing for Special Needs were not funded.

The USDA Rural Development funds allocated in
2015 amounted to $155.5 million. That was up
26 percent from 2014 and almost 85 percent
since 2010. Direct Program allocations were up
40 percent and Guaranteed Program allocations
were up 30 percent.

2. State Allocations

Nationally, most housing funds spent by local
government have been federal money. States
generally do not contribute large sums to
housing development. In Hawai'i, State
allocations to housing have been substantial
throughout the last decade (Table 57).

Between 2000 and 2011, the total State
allocation to housing amounted to about $271.5
million or $25 million per year (HHPS 2011,
Table 57). The allocation pattern reflected
changes in State revenues from year to year.

The prosperity of the first two years of the last
decade produced large allocations to housing.
The post 9/11 economy saw cutbacks and the
housing boom years brought larger legislative
allocations to housing and homelessness. The
Great Recession 2008-2009 brought back lower
allocations.
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Legislative allocations were of two types. First,
the State issued general obligation bonds to
fund specific projects. They were usually
associated with Capital Improvement Project
(CIP) appropriations for public housing and
revolving funds, which finance housing
development. These revolving funds were also

the targets of withdrawal of allocations in years
when the economy was weaker. In addition, the
State appropriated General Funds to support
homeless shelters and homeless services, as
well as public housing renovations and rent
subsidies.

Table 56. Federal Housing Expenditures in Hawai‘i, 2015 *

Total Receiving Agency
Funding Type I : :
Hawai‘i State Agency| Honolulu Hawai‘i Maui Kauai
HUD Funding Total $459,550,897 | $69,853,543 $241,322,807 $50,522,415 $72,313,751 $25,538,381
HUD Funding Subtotal 225,588,297 | 69,853,543 96,513,106 24,314,406 26,569,700 8,337,542
CDBG 12,205,032 - 7,285,838 2,491,306 1,731,191 696,697
HOME 5,313,503 3,023,348 2,290,155 - - -
HOPWA (Incl. Competitive grants) 647,808 208,047 439,761 - - -
Emergency Solutions 1,095,307 439,415 655,892 - - -
Continuum of Care Homeless Asst. 11,366,445 2,100,869 9,265,576 - - -
PIH Programs: Section 8 Vouchers 108,365,846 | 26,061,912 45,679,847 16,010,021 15,019,076 5,594,990
Section 8 Vouchers- Admin. fee 9,418,349 | 2,257,521 3,569,053 1,540,479 1,408,005 643,291
Public Housing Operating Subsidy 25,982,721 | 25,982,721 - - - -
Public Housing Capital Funds 9,184,654 9,184,654 - - - -
Project-based Section 8 34,790,688 - 24,744,336 3,511,368 5,348,460 1,186,524
Other 7,217,944 595,056 2,582,648 761,232 3,062,968 216,040
Mortgage Insurance Subtotal 233,962,600 - 144,809,701 26,208,009 45,744,051 17,200,839
USDA Rural Development Funds 155,544,466 | 155,544,466 - - - -
GRAND TOTAL 615,095,363 | 225,398,009 241,322,807 50,522,415 72,313,751 25,538,381

Source: HUD Honolulu Field Office; SFH State Director Summary Reports, 2010 through 2015. Note: HUD expenditures
are all listed as fiscal year 2016, although certain funds, including the Continuum of Care and Fair Housing funds are subject

to a one-year lag.

Table 57: State Legislative Funding for Homeless and Affordable Housing, 2010 to 2017

Rental
Rental Housing | Assistance Homeless HPHA TOTAL
Services Services Services Administration
2010 $ 42,047,724 $ 26,918,657 $ 19,892,074 $ 37,407,890 $ 126,266,345
2011 $ 41,225,482 $ 26,715,174 $ 15,303,607 $ 36,574,479  $ 119,818,742
2012 $ 44,655,887 $ 26,934,715 $ 16,894,932 $ 37,328,008 $ 125,813,542
2013 $ 43,834,159 $ 26,934,715 $ 16,894,932 $ 37,328,008 $ 124,991,814
2014 $ 45,852,118 $ 26,936,542 $ 19,617,847 $ 37,784,669 $ 130,191,176
2015 $ 87,111,404 $ 27,098,010 $ 20,782,667 $ 41,679,097 $ 176,671,178
2016 $ 91,748,311 $ 27,350,584 $ 20,284,312 $ 42,850,598 $ 182,233,805
2017 $ 92,048,331 $ 26,744,109 $ 30,790,151 $ 43,013,178 $ 192,595,769

Source: Budget, House and Senate approved allocations, 2016.

After

2011,

State allocations

to housing

continued to increase at a very low rate through
2014. Those first four years of the economic
recovery saw prices begin to rise and rent stay
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relatively stable. The housing stock, as we have

noted, did not increase.
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In response, State legislators started to increase
funding for housing programs in 2015. The
increases continued through 2016 and are
forecast to rise again in 2017.

State funding has reached about half the level of
federal funding for housing. Perhaps more
important, programs reporting the greatest
funding increases are those that support rental
housing development. Figure 19 presents a
graphic view of the changes in State funding for
housing in the last decade.

Figure 16. State Allocations for Housing, 2010-
2017
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Funding support from federal and state agencies
is used is for a broad range of housing activities.
A relatively small part of federal funding can be
used to increase the housing stock.

Recapping, HUD funding under the CDBG and
HOME programs can be used to produce or
preserve units, for acquisition, or provide
infrastructure. Those funds amount to about 3
percent of total HUD funding in 2015 and have
been steady over the past five years. USDA
Rural Development funds are often used to
develop infrastructure; to fund a project-based
rent subsidy; or to provide direct loans and loan
guarantees to develop projects. While the level
of funding has been high and growing in recent
years, it is difficult to estimate how many housing
units may have been produced.

State funding for housing has been lower than

federal funding, but it has increased by a larger
amount in the past few years. A substantial part

Hawai'i Housing Planning Study, 2016

of the increase shown earlier was appropriated
to refurbish federal and state public housing
units. That did not increase the housing supply.

The State legislature has been generous with
CIP appropriations for the Rental Housing
Revolving Fund (RHRF), which provides equity
gap financing®® to support rental housing
development or preservation. As of June 2016,
equity gap financing from the RHRF assisted in
construction or preservation of over 4,300 units.

There would be very few affordable housing
units produced today without the full list of
federal- and state-funded resources available in
Hawali‘i. It is not unusual for a rental project to
be financed by tapping several funding sources
including LIHTC, HOME (or CDBG), and RHRF.
Few, if any, such projects could be produced
without the combination of federal, state, and
private financing.

The increases in both federal and state funding
are especially important because the costs of
producing affordable housing are increasing.
Construction costs have been rising and pushing
funding gaps up with them.

In sum, federal and state funding have been
rising. A substantial proportion of those federal
funds are not applied to producing new units,
either because they are specifically intended for
other purposes, such as mortgage insurance or
operating subsidies. State funds have been
especially useful in providing gap funding for
affordable rental projects. We can expect a
greater need for these funds if housing
production is to be increased.

B. GOVERNMENT-ASSISTED HOUSING

While we cannot generate an itemized list of
units produced by each of the federal and state
funding programs, we know that all of the
publicly assisted units developed in the past
used federal and state funding sources
discussed above, government development
tools, or were required of private developers for

102 Equity gap funding is intended to cover the difference
between project costs and available sources of
construction and permanent financing for affordable
rental or mixed-use projects.

Page 80

© SMS, Inc.

December, 2016



land use and zoning entitlements (e.g., unilateral
agreements). The list of housing units produced
with the assistance of federal, state, and county
resources is maintained by the Hawai‘i Housing
Finance and Development Corporation and has
been updated for 2016. The list includes units in
housing projects developed with any federal,
state, or county resources in years prior to 2015.
Government assisted units included those the

government financed, developed or required
through the State Land Use commission, county
development plans, or zoning. Both added units
and preserved units are included in this total.

Figure 19 presents a graphic representation of
the units produced in each of Hawai‘i's four
counties by year in which the units were
completed.

Figure 17. Affordable Housing Units Constructed, 2000-2015
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Source. Hawai'i Housing Finance and Development Corporation.

Between 2000 and 2010 there were 14,548
government-assisted affordable housing units
constructed or preserved (through acquisition or
rehabilitation) in the State of Hawai'i. That was
just over 1,300 units per year. Between 2011
and 2015 (inclusive), State and county housing
agencies added or preserved 3,812 new
government assisted units or about 763 per year.

The pattern of government-assisted housing
construction seems to lag private sector
production by two or three years. The largest
number of units (fewer than 2,500 units) was
assisted by government in 2008. Production fell
sharply in 2009 and then rebounded again in

Hawai'i Housing Planning Study, 2016

2010, which housing directors feel was the result
of ARRA funds made available for shovel-ready
projects. For the next two years, production was
the lowest of the decade, with less than 500
units per year. Government-assisted units rose
to over 1,000 units per year in 2013 and 2014.

Table 58 shows some additional data on
government-assisted units produced in the last
15 years. Affordable units produced using
government funding, were mostly multi-family
and rental units. In Honolulu, 89 percent of
government-assisted units were rentals. In the
first decade, the single exception to the pattern
was Maui County. Most of Maui's affordable
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government assisted units were multi-family
units (66%) intended for sale (75%).

Average annual production fell by about 42
percent after 2010 (1,300 units per year dropped

Table 58. Types of Units Constructed, 2000-2015

to 763 units per year). Decreases were greater
than average for Maui and Kaua'i Counties
(-54% and -82%, respectively), but production
fell in all four counties.

Government-Assisted Units Added, Government-Assisted Units Added,
2000-2010 2011-2015

Percent Percent for Percent Percent for
Total Multi-family Rent Total Multi-family Rent
State 14,548 82 76 3,814 65 45
Honolulu 9,977 96 89 3,029 66 a7
Hawai'i 1,131 69 76 408 56 38
Kaua'i 792 91 85 164 94 94
Maui 2,648 34 25 213 95 49

Source. Hawai'i Housing Finance and Development Corporation. Note: Data for 2000 through 2011 were update for this

report adding more than 4,500 units to the list.

The types of units produced also changed since
2010. Maui County moved toward the norm,
producing many more multi-family units for rent.
Honolulu and Hawai‘i counties, on the other
hand, produced more single-family units for
ownership compared to the previous decade.

C. HOUSING PLANS, 2010-2015

As in all States, federal spending on housing
production and assistance is distributed
according to formal plans. This section looks at
State and County strategies to housing issues
given each of their resources and constraints.

Formal housing planning for federal funds is
summarized in the Consolidated Plans submitted
to HUD by Hawai'i's five housing coordinating
agencies.’®®  Appendix Tables E-2 and E-3
present a brief overview of the Consolidated
Plans published in 2010.

The summary is an oversimplification of the work
planned by Hawai'i's housing agencies during
those five years. It provides a high-level

103 The full set of HUD documents designed to develop and
monitor housing planning includes the Consolidated
Plan, annual reports to update the Consolidated Plan,
the CAPER to evaluate progress toward objectives.
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overview of what was scheduled in 2010 and
what was finally scheduled for 2015.

The Consolidated Plan describes the strategies
that housing agencies in Hawai'i apply to
manage housing issues that affect the low end of
the housing market.'® Very broadly considered,
the plan involved three strategies applied to four
target groups.

The three strategies were construction, financial
assistance to renters and homeowners, and
supportive services. Construction funds were
intended to produce new or refurbished housing
units. They were used for construction financing,
planning and design work, new construction,
property management, funding and supporting
rehabilitation, and refurbishing existing units.
Financial assistance included transfer payments
and other services intended to increase or
sustain ownership or rental stability among low-
income  households.  Supportive  services
provided a range of services that are generally
needed by occupants, especially those with
special needs.

104 Note that Consolidated Plans include other housing plan
elements such as eliminating impediments to Fair
Housing. Here we deal only with the direct housing
issues.
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The four target groups are homeowners or
prospective homeowners, low-income renters,
special needs groups, and persons who are
homeless or at risk of homelessness. All four of
these groups and their housing needs have been
covered in previous sections of this report.

State and county Consolidated Plans describe
how Federal funds are to be allocated to the
achievement of planning objectives summarized
in Appendix Tables E-1 and E-2.

Table 59. Types of Units Constructed and Assisted — 5-Year Plan Goal, 2015-2019

. .. Build or Rehab Financial Assistance Other Assistance
Counties Objective
owner | rental owner rental owner rental
units units households persons persons households
] Homeowner 63 1
5% 5 Low-Income Rental 12 100
:§ = Special Needs 61 75 5,500
T Homeless 275 150 10,780 400
5 Homeowner 100
2 Low-Income Rental 400 50
é Special Needs 150
Homeless 255 30 3,750 250
Homeowner 63 - 101
% Low-Income Rental 12 100 50
& Special Needs 61 75 5,550
Homeless - 275 180 14,530
Total 63 73 551 180 20,130 -

Hawai‘i Housing Finance and Development Corporation (HHFDC) Affordable Housing Units FY 2011-15, July 25, 2016.

Table 60. Types of Units Constructed and assisted, 2015 Annual Plan Goal

. .. Build or Rehab Financial Assistance Other Assistance
Counties Objective
owner rental owner rental owner rental
units units households persons persons households
] Homeowner 14 1
< 5 Low-Income Rental 10 20
:§ = Special Needs 36 15 1,136
T Homeless 32 610 2,265 78
5 Homeowner 27
% Low-Income Rental 52 1,830 185
é Special Needs 155
Homeless 50 2,348
Homeowner 14 28
% Low-Income Rental 62 20 1,830 185
& Special Needs 36 170 1,136
Homeless 32 50 610 4,613 78
Total 14 130 268 2,440 5,934 78

Hawai‘i Housing Finance and Development Corporation (HHFDC) Affordable Housing Units FY 2011-15, July 25, 2016.
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In 2010, the Consolidated Plans show that
heaviest use of federal funds would be aimed at
services associated with housing programs.
Some 20,000 individuals were to receive
services between 2010 and 2015. About 731
households would receive financial assistance in
obtaining and maintaining their housing units.
Finally, the plan called for construction or
rehabilitation of 136 housing units, about 54
percent of which would be rental units.

The target for supportive services was adjusted
to 5,934 persons served. Financial services
would benefit 2,708 households, an increase of
270 percent over the initial five-year plan. The
number of units planned to be constructed or
refurbished went from 136 to 144, and increase
of about six percent. Relevant to this study, the
new units would be 90 percent rental units.

The Consolidated Plans demonstrate how
federal government resources were used to plan
for and provide housing and housing programs in
the public sector. Most funding was used to pay
for financial assistance and ancillary services
rather than housing construction. Financial
assistance was used to place and sustain
families in affordable housing. Relatively few
new units were constructed or refurbished in a
given year, and the large majority of those were
rental units.

The plans for 2010 through 2015 were not unlike
those of the previous five-year plan. Federal
funds are used primarily to facilitate housing
assistance programs, both financial and service-
related. A small part of federal funding, recently
augmented with increased state allocations, are
used to build units.

D. IMPLICATIONS FOR PLANNING

As noted throughout the report, Hawai'i's
housing market is unique in many ways. We
were ranked in the top five states for prices,
rents, homelessness, and vacant and
unavailable wunits. Our housing market is
complicated; it changes frequently and it is
anything but normal. Its extremes make housing
planning difficult and its uniqueness makes it

Hawai'i Housing Planning Study, 2016

hard to borrow policies developed in other

places.

1. Housing Realities

Our housing prices are high because:°°

e geography provides little room for housing

e we have great amenities'® and spend the
most money telling people about them

e we have the second highest cost of living in
the nation

e we have the second or third highest
construction costs in the nation

e we have the most highly regulated housing
market in the nation.

As a result, Hawai'i also has the lowest rate of
homeownership in the country, some of the
highest crowding rates, and the highest rate of
homelessness among the 50 states.

Over the years, we have reacted with housing
policy that has led us to make heavy use of
multi-family units and leasehold residential
properties. The Census tells us we have
unusually high rates of both. Our housing stock
is not, however, of poor quality. The units are
getting older, but not necessarily run down. By
comparison to the rest of the country, the
average unit age is low and the percentage of
non-standard or mobile housing units is
extremely low. HHPS has been reporting for
years that the most troublesome feature of
Hawai‘i's housing stock is a lack of units suited
to the needs of low-income households. From
their point of view, the quality of our housing
stock may be too high.

105 The rich literature on this subject has recently been
expertly summarized by Sumner LaCroix. See LaCroix,
Sumner. New perspectives on land and housing
markets in Hawai‘i, UHERO Research Reports, January
27, 2016. LaCroix makes the case that Hawai'i's high
housing prices are not a recent phenomenon but have
been high since the fifties.

106 \Weather, scenery, friendly people, cultural richness,
slow-paced living, etc.
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Hawai‘i does not have high poverty rates.'®” Our
household income is relatively high and so is our
average household size. In 2015, Hawai'i's
inflation-adjusted median household income was
$73,486, third highest in the nation.'®® Our
average wages are also relatively high. Hawai‘i's
average wage in 2010 was $43,740 compared
with the national average at $41,250. Our
wages were 17™ highest in the nation. In 2014,
the average wage in Hawai'i rose to just over
$47,000, while the national average pulled
ahead to about $48,000. In 2015, median
earning per employed adult was 14" highest in
the nation at $34,730.1° However, when we
look at purchasing power (cost-of-living adjusted
median household income) we find that the 2015
CPS median household income for Hawai'i
($64,514) is reduced to $45,200, the second
lowest in the nation after New York State.''° The
percentage difference (30% the amount by which
median income was reduced) was the highest in
the nation.

Thus, our relatively high average household
income is not so much the problem as is our cost
of living. Cost of living, of course, is a function of
the same variables as affect the cost of housing
— geography, external demand, amenities, etc.
Housing is only the most salient indicator of a
high cost economy.'! Green and Shaheen even
suggest that we move from the study of income
and wages and investigate the underlying
causes of high cost of living and housing —
wealth and income inequality.!?

107 ACS 2014 shows that 11 percent of Hawai‘i Households
had income below the poverty level. In 2009, Hawai'i
had the 43" highest poverty rate among the states and
District of Columbia.

108 Behind the District of Columbia and Maryland. ACS,
2015, Table B19013, 1-year estimates.

109 ACS, 2015, Table 20002, 1 year estimates.

109 ACS, 2015, Table 20002, 1 year estimates.

110 Median household purchasing power for the 50 states
and DC , DSORT, Advisor Perspective, October 17,
2016.

111 Gyourko, Joseph, and Raven E. Saks. 2006. "Urban
growth and housing supply." Journal of Economic
Geography 6.1 (2006): 71-89.

112 Green, Brian, and Faiza Shaheen (2014). Economic
inequality and house prices in the UK, NEF working
paper. The New Economic Foundation, 2014.
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In Hawai'i, the gap between the very poor and
the very rich is also not high. The Gini coefficient
measures that gap.'*®* Gini scores are now
published regularly by the Census Bureau.
Hawai‘i's Gini score in 2014 was .43, the same
as it was in 2010. Differences across the
counties were negligible. The national Gini
score was .45.

HHPS 2016 findings show that housing demand
and supply continue to change in response to
market forces, but always show the same
characteristics that make us one of the more
difficult housing markets in the nation.

2. Housing Strategies

Housing planners in Hawai‘i have always worked
toward developing strategies that are relevant to
housing market realities. Many  direct
approaches to the causes of our high housing
prices, however, are not easy to manipulate.
There is little we can do about the geographic
realities that limit our capacity to produce
housing.

There is also not much we can do to hold back
the external demand created by Hawai'i's
amenities. We live in one of the most pleasant
places on the globe. It has always drawn
migrants seeking a better life and will likely
continue to do so. At the same time, this study
suggests that increasing use of Hawali'i's
residential housing stock for second homes and
short-term visitor rentals may be a significant
new problem for our housing market.

Approaches to high construction costs range
from seeking lower-priced vendors to obtaining
variances from design requirements (without
sacrificing health and safety) utilizing Chapter
201H, HRS. The literature suggests, however,
that construction costs are a minor part of the
equation. The difference between Hawai'i's
average construction costs and those of other
states is not as large as the difference in
average housing prices.

113 Recent suggestions for alternatives to the Gini score as
the best measure of income inequality may be relevant
to this discussion.
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Reducing the impact of Hawai‘i's regulatory
environment has been discussed by planners
and regulators for at least the last two decades.
Suggested strategies have included streamlining
the rules, eliminating duplication, setting up one-
stop permitting and review systems, fast-tracking
affordable projects, and many others.

The City and County of Honolulu’s most recent
effort in this direction was to reduce and
streamline barriers to regulations. Their
introduction of permits for accessory dwelling
units (ADU) along with Kaua'i County’s support
for its own version of ADU enablement go
beyond merely streamlining existing regulations
and actually reduce regulations in support of
affordable housing construction.

Most experts point to regulation as the chief
driver of supply inelasticity and high housing
prices in the U.S.* Some jump to the
conclusion that reducing regulations will result in
lower prices. Some follow with the caution that
changing a highly regulated housing
environment may require more time and more
political will than are available. Others!'® doubt
laissez-faire planning can solve the problem
because there is more than one barrier to supply
elasticity. Reducing regulation alone will not
bring the market to equilibrium.

a. Building Affordable Housing

Hawai'i planners will continue to make the most
effective use of federal and state funding to
support housing production and provide housing
assistance for people in need. Recent history
suggests we may want to review which types of
units are most important to us, and how we can
produce those types.

114 Glaeser, Edward L., Joseph Gyourko and Raven E.
Saks. 2005. Why have housing prices gone up?
American Economic Review, Vol. 95, No. 2, pp. 328-
330. See also Ilhlanfeldt, Keith R. 2009. Does
comprehensive land-use planning improve cities?
Land Economics, Vol. 85, No. 1, pp. 74.86, 2009.

115 sharam, Andrea, Lyndall Bryant, and Thomas Alves.
2015. De-risking development of medium density
housing to improve housing affordability and boost
supply. Australian Planner Vol. 52, no. 3 (2015): 210-
218.
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We can continue to apply current inclusionary
housing regulations to build permanently
affordable housing stock.'® We can use this
route when private sector development is strong
in response to high demand and rising incomes.

Hawai‘i has always had a relatively cordial and

effective relationship with military officials
stationed here. It will be useful to maintain
communications in order to negotiate for

additional housing unit construction, slower
growth for BAH levels, and other policy changes
that may affect off-base housing of military
personnel. That will be particularly important
should military forces be reduced significantly in
the future.

b. Refurbishing

Remaining public housing units in need of repair
or upgrading attest to the ready availability of
units for Hawai‘i and for lower-income residents.
These and other government-assisted, qualified
units are low-hanging fruit, and represent
opportunities to expand our sustainable
affordable housing stock.

We have seen an increase in housing units the
U.S. Census calls “vacant for other reasons”.
Their growing number includes homes held off
the market because they need refurbishing.
Developing programs to assist property owners
with this process can bring these units back into
the housing stock at a cost that is lower than
building new units.

c. Efficient Use of Existing Stock

We might also devote greater attention to more
efficient use of current housing stock by
developing solutions other than building
government-assisted housing units.

For example, the need for permanent supportive
housing is reflected in the need to house high-
acuity homeless and to increase the number of

116 Jacobus, Rick. Inclusionary housing: Creating and
maintaining equitable communities, Policy Focus Report
PF044, Lincoln Institute of Land Policy, 2015.
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units available to house persons with serious
physical and mental disabilities (special needs).
This turns our attention to housing units in the
group quarters inventory, a sector of the housing
stock that sometimes gets less attention.

The study of homeless households and how they
flow through the homeless services system in
Hawai'‘i suggests that existing households will be
needed to serve as the permanent housing units
called for by Housing First policy. Homeless
programs are already placing homeless people
in affordable units and finding them places in the
homes of family and friends. It is only a step
further to consider housing people in existing,
unrelated households.

The concept of capturing under-utilized housing
units has arrived. We have seen the Mayor of
Vancouver, British Columbia call for a special tax
on vacant and under-utilized housing units in his
city.*” Along with such tax policies, it may also
be useful to consider positive incentives to
motivate owners to put units back on the market.

d. Taxes and Incentives

Dealing with underutilized housing is only one
place in which incentives came up in this study.
The literature and our informants suggested, for
instance, that incentives be applied to encourage
businesses, especially the visitor industry, to
provide housing for their work force. We have
also seen the Hawai'i State Legislature develop
a bill to provide incentives for property owners to
accept Section 8 vouchers.

Another suggestion was that incentives might be
used to motivate property owners and managers
with units near military bases to rent to civilian
households rather than military families.

Finally, Hawai‘i’'s U.S. Senator Brian Schatz
recently joined several Senate colleagues in
asking that controls be applied to Airbnb to limit

117 The Mayor said, “Vancouver housing is first and
foremost for homes, not a commodity to make money
with” (Honolulu Star Advertiser, 2016). Vancouver has
Canada’s highest home prices (1.28US median) and a
0.6 percent rental vacancy rate.
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their activities in Hawai‘i. The problem, as the
Senator sees it, is that units used for short-term
vacation rentals have been shown to inclu