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Exhibit IV-41. 
Location of Austin’s Largest Employers 

 
Note: This is not an exhaustive list of Austin’s employers. Rather, these firms represent industries of interest to the Austin Chamber of Commerce. Retailers 

are not included. 

Source: Austin Chamber of Commerce and BBC Research & Consulting.  

Zip codes 78735 and 78746 house some of Austin’s largest employers, including Advanced Micro 
Devices (AMD), Freescale Semiconductors and Barton Creek Resort and Spa. Although these zip 
codes contain many high paying jobs in the tech industries, there are also a large number of low to 
moderate paying jobs in service sectors like food and beverage preparation. Thus, the weighted 
average of jobs located within these zip codes is just under $45,000.11 Exhibit IV-42 displays he 
overall employment and wage distribution within these two zip codes. 

                                                      
11 Average of median wages weighted on the number of jobs within the zip codes. 
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Exhibit IV-42. 
Employment and Median Annual Wages for Zip Codes 78735 and 78746, Austin 2008 

Occupation Occupation (cont'd)

Other sales & related workers 5,310 8% $29,682 Other healthcare support occupations 372 1% $30,784

Computer specialists 4,642 7% $75,546 Health technologists & technicians 371 1% $46,488

Retail sales workers 3,715 5% $22,110 Physical scientists 365 1% $60,278

Other management occupations 3,364 5% $59,654 Supervisors, construction & extraction workers 349 1% $58,115

Business operations specialists 3,229 5% $48,568 Electrical & electronic equipment mechanics, installers, & repairers 347 1% $44,637

Financial specialists 2,969 4% $50,918 Supervisors, food preparation & serving workers 316 0% $29,578

Information & record clerks 2,498 4% $30,888 Textile, apparel, & furnishings occupations 285 0% $15,538

Secretaries & administrative assistants 2,349 3% $35,110 Vehicle & mobile equipment mechanics, installers, & repairers 277 0% $33,093

Sales representatives, services 1,954 3% $49,067 Legal support workers 276 0% $50,752

Food & beverage serving workers 1,904 3% $15,621 Personal appearance workers 274 0% $23,941

Engineers 1,898 3% $81,723 Nursing, psychiatric, & home health aides 268 0% $24,066

Top executives 1,757 3% $96,595 Postsecondary teachers 266 0% $109,408

Construction trades & related workers 1,598 2% $40,539 Other education, training, & library occupations 265 0% $31,387

Other office & administrative support workers 1,516 2% $27,310 Metal workers & plastic workers 263 0% $33,862

Financial clerks 1,384 2% $32,822 Extraction workers 258 0% $52,978

Supervisors, sales workers 1,199 2% $54,163 Counselors, social workers, & other community & social service specialists 239 0% $33,613

Drafters, engineering, & mapping technicians 1,111 2% $44,117 Life, physical, & social science technicians 202 0% $43,534

Material recording, scheduling, dispatching, & distributing occupations 1,100 2% $28,122 Supervisors, production workers 175 0% $55,994

Other installation, maintenance, & repair occupations 1,064 2% $40,518 Entertainment attendants & related workers 172 0% $16,266

Assemblers & fabricators 1,021 1% $27,893 Mathematical science occupations 168 0% $71,926

Other production occupations 1,016 1% $30,410 Military Occupations 147 0% $23,878

Material moving occupations 955 1% $38,875 Supervisors of installation, maintenance, & repair workers 119 0% $53,165

Media & communication occupations 917 1% $34,715 Other construction & related workers 110 0% $47,944

Operations specialties managers 913 1% $88,275 Law enforcement workers 94 0% $37,690

Building cleaning & pest control workers 873 1% $21,174 Animal care & service workers 93 0% $13,728

Other protective service workers 857 1% $25,563 Life scientists 92 0% $61,006

Health diagnosing & treating practitioners 856 1% $106,891 Supervisors, building & grounds cleaning & maintenance workers 92 0% $26,957

Primary, secondary, & special education teachers 814 1% $52,437 Supervisors, personal care & service workers 92 0% $22,755

Art & design occupations 782 1% $28,558 Religious workers 85 0% $15,746

Media & communication equipment occupations 777 1% $28,746 Other transportation workers 76 0% $17,555

Supervisors, office & administrative support workers 752 1% $50,752 Occupational & physical therapist assistants & aides 61 0% $32,760

Social scientists & related occupations 676 1% $62,275 Helpers, construction trades 54 0% $25,542

Other personal care & service workers 665 1% $20,446 Food processing occupations 54 0% $27,602

Entertainers & performers, sports & related occupations 657 1% $23,525 Fire fighting & prevention workers 45 0% $42,869

Cooks & food preparation workers 596 1% $20,322 Supervisors, transportation & material moving workers 42 0% $40,518

Sales representatives, wholesale & manufacturing 513 1% $75,213 Transportation, tourism, & lodging attendants 41 0% $25,293

Lawyers, judges, & related workers 501 1% $85,883 Printing occupations 40 0% $33,322

Other food preparation & serving related workers 479 1% $15,662 First-line supervisors/managers, protective service workers 32 0% $61,630

Motor vehicle operators 434 1% $26,874 Communications equipment operators 32 0% $26,582

Advertising, marketing, promotions, public relations, & sales managers 392 1% $92,248 Plant & system operators 27 0% $64,854

Other teachers & instructors 388 1% $24,003 Librarians, curators, & archivists 25 0% $42,432

Grounds maintenance workers 386 1% $21,632 Woodworkers 24 0% $22,277

Architects, surveyors, & cartographers 372 1% $65,458 Other healthcare practitioners & technical occupations 16 0% $57,304

Median Median 
Annual 

WagePercentEmployment

Annual 

Employment Percent Wage

Source: EMSI and CAPCOG 
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Because the housing market in this part of town has developed in a way to appeal to high earning 
households, many workers have to commute from more affordable parts of town. For example, 
within a 5 mile radius of the 78735 and 78746 zip codes, the median price for sale single family 
homes in 2008 was $325,000. Thus, many workers commute into the southern portion of the city 
from the south, east and the north. As such, major downtown arteries become congested. Exhibit 
IV-43 displays areas of high traffic concentrations during the peak afternoon commute hours. 

Exhibit IV-43. 
PM Hot Spots in Austin 

 
Source: CAMPO 
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Although Austin has succeeded in securing high wage jobs, a large portion of the city’s economy is 
still comprised of low and moderate waged employment opportunities. As the city’s housing market 
continues to become more expensive, households may be forced to find affordable housing options 
further away from the areas of employment density in downtown Austin, north Austin, and 
southwest Austin, along Mo-Pac. 

Future employment growth. The overall job composition in Austin will most likely change very 
little in the next 10 years. As it currently stands, 10 percent of Austin’s occupations pay, on average, 
enough to afford the median priced home in Austin of $240,000. However, if a household has a 
second earner who makes an equal or greater amount of money per year, that percentage increases to 
about 50 percent. In other words, households will most likely be dependent on second earners to 
afford homeownership. And, even with a second earner, many of the wages paid within Austin are 
not high enough to afford current home prices.  

Exhibit IV-44 shows the distribution of 2008 and 2018 jobs, their median wages and the maximum 
home price that could be afforded by one- and two-earner households. The vast majority of workers 
need homes priced under $200,000 to afford to buy unless they live in two-earner households—in 
which case, 42 percent still need homes priced under $200,000. 
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Exhibit IV-44. 
Current and Future Employment and Wages, 2008 and 2018 

Description

Computer specialists 35,252 4.7% 44,512 4.9% 73,341$     236,891$   473,782$   

Retail sales workers 34,333 4.6% 40,365 4.4% 21,819$     70,476$     140,952$   

Business operations specialists 30,507 4.1% 37,834 4.2% 49,816$     160,906$   321,811$   

Other sales and related workers 29,703 4.0% 38,718 4.3% 27,789$     89,758$     179,516$   

Food and beverage serving workers 28,381 3.8% 37,230 4.1% 15,538$     50,186$     100,373$   

Information and record clerks 28,121 3.8% 34,295 3.8% 29,952$     96,745$     193,490$   

Secretaries and administrative assistants 27,721 3.7% 32,564 3.6% 34,549$     111,593$   223,185$   

Other management occupations 26,321 3.5% 32,224 3.5% 66,810$     215,795$   431,590$   

Financial specialists 23,783 3.2% 29,530 3.2% 50,586$     163,391$   326,783$   

Construction trades and related workers 22,493 3.0% 26,256 2.9% 40,414$     130,539$   261,077$   

Other office and administrative support workers 21,405 2.9% 24,680 2.7% 26,603$     85,928$     171,857$   

Primary, secondary, and special education teachers 17,971 2.4% 24,103 2.7% 51,667$     166,885$   333,770$   

Building cleaning and pest control workers 16,752 2.2% 20,259 2.2% 20,030$     64,698$     129,396$   

Financial clerks 16,453 2.2% 20,447 2.2% 32,864$     106,151$   212,301$   

Top executives 15,739 2.1% 17,784 2.0% 91,666$     296,080$   592,160$   

Health diagnosing and treating practitioners 15,715 2.1% 21,463 2.4% 97,115$     313,682$   627,364$   

Material recording, scheduling, dispatching, and distributing occupations 15,324 2.1% 16,598 1.8% 28,704$     92,714$     185,428$   

Material moving occupations 14,870 2.0% 16,840 1.9% 27,518$     88,884$     177,769$   

Engineers 13,693 1.8% 15,877 1.7% 84,552$     273,103$   546,206$   

Sales representatives, services 13,264 1.8% 16,079 1.8% 46,717$     150,895$   301,791$   

Motor vehicle operators 12,666 1.7% 14,995 1.6% 27,622$     89,220$     178,441$   

Other personal care and service workers 12,630 1.7% 15,789 1.7% 19,490$     62,951$     125,903$   

Other installation, maintenance, and repair occupations 12,280 1.6% 14,816 1.6% 34,798$     112,399$   224,798$   

Supervisors, sales workers 12,238 1.6% 14,232 1.6% 54,392$     175,686$   351,372$   

Postsecondary teachers 10,567 1.4% 15,344 1.7% 109,387$   353,321$   706,641$   

Cooks and food preparation workers 9,329 1.2% 11,810 1.3% 20,280$     65,504$     131,009$   

Health technologists and technicians 9,136 1.2% 12,212 1.3% 42,162$     136,182$   272,364$   

Sales representatives, wholesale and manufacturing 9,079 1.2% 10,877 1.2% 72,571$     234,405$   468,810$   

Operations specialties managers 8,938 1.2% 10,763 1.2% 88,296$     285,196$   570,392$   

Supervisors, office and administrative support workers 8,844 1.2% 10,124 1.1% 50,648$     163,593$   327,186$   

Media and communication occupations 8,282 1.1% 9,746 1.1% 35,568$     114,885$   229,769$   

Other production occupations 8,224 1.1% 8,994 1.0% 32,490$     104,941$   209,883$   

Art and design occupations 8,208 1.1% 9,907 1.1% 29,515$     95,334$     190,668$   

Assemblers and fabricators 8,168 1.1% 8,417 0.9% 29,494$     95,267$     190,534$   

Drafters, engineering, and mapping technicians 7,549 1.0% 8,302 0.9% 46,842$     151,298$   302,597$   

Other food preparation and serving related workers 7,042 0.9% 8,797 1.0% 15,683$     50,657$     101,313$   

2008 Jobs

One Worker
 Household 
Affordability

Two Worker
 Household 
Affordability

Median 
Annual Salary

Percent of 
Employment 2018 Jobs Employment

Percent of 

Source: EMSI and CAPCOG 
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Exhibit IV-44. (cont’d) 
Current and Future Employment and Wages, 2008 and 2018 

Description

Counselors, social workers, and other community and social service specialists 6,854 0.9% 8,727 1.0% 33,405$     107,898$   215,795$   

Other protective service workers 6,730 0.9% 7,933 0.9% 24,690$     79,747$     159,495$   

Nursing, psychiatric, and home health aides 6,420 0.9% 8,655 1.0% 24,586$     79,411$     158,823$   

Lawyers, judges, and related workers 6,014 0.8% 6,972 0.8% 85,384$     275,790$   551,581$   

Vehicle and mobile equipment mechanics, installers, and repairers 5,756 0.8% 6,868 0.8% 35,547$     114,817$   229,635$   

Social scientists and related occupations 5,677 0.8% 6,789 0.7% 62,130$     200,679$   401,357$   

Entertainers and performers, sports and related occupations 5,623 0.8% 6,963 0.8% 20,696$     66,848$     133,696$   

Other teachers and instructors 5,570 0.7% 7,217 0.8% 24,066$     77,732$     155,464$   

Electrical and electronic equipment mechanics, installers, and repairers 5,348 0.7% 6,402 0.7% 46,488$     150,156$   300,312$   

Other education, training, and library occupations 5,338 0.7% 6,944 0.8% 31,450$     101,582$   203,164$   

Media and communication equipment occupations 5,311 0.7% 5,964 0.7% 28,787$     92,983$     185,965$   

Grounds maintenance workers 5,039 0.7% 6,047 0.7% 22,152$     71,551$     143,102$   

Supervisors, food preparation and serving workers 4,932 0.7% 6,278 0.7% 29,390$     94,931$     189,862$   

Other healthcare support occupations 4,871 0.7% 6,683 0.7% 30,784$     99,432$     198,865$   

Law enforcement workers 4,736 0.6% 6,441 0.7% 37,690$     121,737$   243,475$   

Supervisors, construction and extraction workers 3,714 0.5% 4,278 0.5% 57,616$     186,100$   372,199$   

Advertising, marketing, promotions, public relations, and sales managers 3,487 0.5% 4,069 0.4% 91,312$     294,938$   589,876$   

Metal workers and plastic workers 3,469 0.5% 3,914 0.4% 33,342$     107,696$   215,392$   

Physical scientists 3,265 0.4% 3,862 0.4% 56,909$     183,815$   367,631$   

Legal support workers 3,098 0.4% 3,646 0.4% 50,357$     162,652$   325,305$   

Textile, apparel, and furnishings occupations 2,830 0.4% 3,052 0.3% 17,659$     57,039$     114,078$   

Personal appearance workers 2,779 0.4% 2,767 0.3% 24,003$     77,530$     155,061$   

Life, physical, and social science technicians 2,508 0.3% 3,186 0.4% 42,869$     138,466$   276,932$   

Military Occupations 2,322 0.3% 2,175 0.2% 23,795$     76,858$     153,717$   

Fire fighting and prevention workers 2,239 0.3% 3,129 0.3% 42,890$     138,533$   277,067$   

Supervisors, building and grounds cleaning and maintenance workers 2,041 0.3% 2,398 0.3% 25,730$     83,107$     166,213$   

Supervisors, production workers 2,014 0.3% 2,233 0.2% 55,744$     180,053$   360,106$   

Entertainment attendants and related workers 1,973 0.3% 2,502 0.3% 16,141$     52,135$     104,270$   

Supervisors of installation, maintenance, and repair workers 1,864 0.2% 2,218 0.2% 53,102$     171,521$   343,042$   

Architects, surveyors, and cartographers 1,761 0.2% 1,888 0.2% 65,083$     210,219$   420,437$   

Mathematical science occupations 1,730 0.2% 2,000 0.2% 71,219$     230,038$   460,076$   

Other transportation workers 1,657 0.2% 1,931 0.2% 18,075$     58,383$     116,766$   

Life scientists 1,529 0.2% 2,040 0.2% 60,299$     194,766$   389,533$   

Animal care and service workers 1,493 0.2% 1,044 0.1% 13,894$     44,879$     89,758$     

Helpers, construction trades 1,452 0.2% 1,742 0.2% 24,606$     79,479$     158,957$   

Printing occupations 1,292 0.2% 1,365 0.2% 32,635$     105,412$   210,823$   

Affordability2008 Jobs Employment 2018 Jobs Employment Annual Salary Affordability

One Worker Two Worker
Percent of Percent of Median  Household  Household 

Source: EMSI and CAPCOG 
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Exhibit IV-44. (cont’d) 
Current and Future Employment and Wages, 2008 and 2018 

Description

Religious workers 1,276 0.2% 1,378 0.2% 15,704$     50,724$     101,448$   

Extraction workers 1,220 0.2% 1,533 0.2% 53,290$     172,125$   344,251$   

Other construction and related workers 1,192 0.2% 1,456 0.2% 45,531$     147,066$   294,132$   

Food processing occupations 1,121 0.2% 1,309 0.1% 27,747$     89,623$     179,247$   

Supervisors, personal care and service workers 1,119 0.1% 1,227 0.1% 23,067$     74,507$     149,014$   

Librarians, curators, and archivists 1,043 0.1% 1,323 0.1% 41,954$     135,510$   271,020$   

Supervisors, transportation and material moving workers 1,019 0.1% 1,246 0.1% 42,099$     135,980$   271,961$   

Transportation, tourism, and lodging attendants 837 0.1% 748 0.1% 21,424$     69,200$     138,399$   

Plant and system operators 792 0.1% 989 0.1% 50,045$     161,645$   323,289$   

Woodworkers 741 0.1% 878 0.1% 29,203$     94,326$     188,653$   

Communications equipment operators 736 0.1% 719 0.1% 29,786$     96,207$     192,415$   

First-line supervisors/managers, protective service workers 591 0.1% 748 0.1% 62,067$     200,477$   400,954$   

Occupational and physical therapist assistants and aides 559 0.1% 791 0.1% 34,258$     110,652$   221,304$   

Other healthcare practitioners and technical occupations 459 0.1% 594 0.1% 56,597$     182,808$   365,615$   

Air transportation occupations 422 0.1% 425 0.0% 95,784$     309,382$   618,765$   

Agricultural workers 152 0.0% 191 0.0% 20,072$     64,833$     129,665$   

Water transportation occupations 96 0.0% 116 0.0% 42,557$     137,458$   274,917$   

Fishing and hunting workers 82 0.0% 97 0.0% 12,230$     39,504$     79,008$     

Rail transportation occupations 62 0.0% 72 0.0% 56,347$     182,001$   364,003$   

Funeral service workers 46 0.0% 60 0.0% 19,926$     64,362$     128,725$   

Forest, conservation, and logging workers 21 0.0% 20 0.0% 45,552$     147,133$   294,266$   

Supervisors, farming, fishing, and forestry workers 14 0.0% 15 0.0% 34,507$     111,458$   222,917$   
Total 747,316 100.0% 909,040 100.0% 43,139$  43,139$  278,679$  

Affordability2008 Jobs Employment 2018 Jobs Employment Annual Salary Affordability

One Worker Two Worker
Percent of Percent of Median  Household  Household 

Source: EMSI and CAPCOG 
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SECTION V. 
Housing Affordability Analysis 

This section compares Austin’s availability of rental and for-sale housing at different prices with 
households by affordability range. This exercise was conducted to examine: 

 If rents are appropriate to meet the affordability needs of the city’s renters; 

 If renters can find housing to buy that is affordable to them; and 

 The choices current owners have if they were to move within Austin. 

The analysis found the following:  

Rental needs.  Austin has a very strong need for affordable rentals. The city’s rental market is 
narrowly priced, with 79 percent of units priced between $550 and $1,150 per month (specifically, 44 
percent rent between $550 and $775 and 35 percent between $775 and $1,150). These units are 
affordable to households earning between $25,000 and $50,000.  

The city’s renters earning less than $20,000 per year—44,700 renters—had just 7,150 affordable units 
in the market from which to choose. This means that there are 37,600 more renters earning less than 
$20,000 per year than units in the market affordable to them, even after accounting for subsidized 
units and vouchers. In other words, just 1 in 6 renters earning less than $20,000 can find affordable 
housing. 

The mismatch between renter income and availability of units is most severe for renters earning less 
than $10,000 per year: These 21,700 renters have just 2,400 units affordable to them, leaving a 
shortage of 19,300 units.  

By 2020, the city will need to develop 12,500 rental units priced at $425 and less to meet the growing 
needs of low income renters. To only modestly lower the current low income rental gap and meet the 
growing needs, as many as 16,500 units should be constructed.  

Homeownership needs. To buy in Austin, potential homeowners must earn at least $50,000 
before one-third of attached units and 16 percent of detached units become affordable. About one-
third of the city’s renters earn enough to have these choices in Austin’s home purchase market. 
Renters earning $75,000 have many more choices—however, just 13 percent of Austin’s renters earn 
this much.  

Austin has a need for homes priced between $113,000 and $240,000 to enable its renter population 
earning between $35,000 and $75,000 per year to become homeowners. In many cities, this demand 
for affordable homes is partially fulfilled through attached housing; however, in Austin, this 
ownership product is currently limited.  
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Future growth of homeowners will demand a slightly different distribution of price points than the 
city has now. To accommodate future homeowners:  

 8 percent of the units must be priced at $113,000 and less (likely small condos); 

 13 percent at $113,000 to $160,500 (a mix of condos and townhomes); 

 21 percent at $160,500 to $240,400 (condos, townhomes, cottages and small single 
family detached units); and 

 58 percent more than $240,400 (range of housing options). 

This distribution is not much different than what Austin’s market currently offers, except for a 
slightly higher proportions at the most affordable levels.  

Austin relative to Denver.  BBC conducted a study very similar to Austin’s comprehensive 
market analysis for the City and County of Denver in 2006. Compared to Denver: 

 Rental gap. Austin has a much greater need for affordable rentals.  Like Austin, Denver has a 
large mismatch between supply and demand for its lowest income renters. However, Denver’s 
rental market provides many more affordable units to renters earning less than $20,000 per year 
(15,600 units compared to Austin’s 7,150 units). Denver’s rental gap diminishes at the $20,000 
income mark, meaning that Denver’s lower income renters who have to “rent up” in order to 
find somewhere to live likely face lower levels of cost burden than in Austin. 

 Homeownership gap. Denver’s detached single family unit price distribution and affordability 
is similar to Austin’s; however, Denver offers more affordable homeownership options because 
it has a larger attached market. In Denver, during 2005, there were 4,200 attached homes for 
sale affordable to potential buyers earning $50,000 and less. This compares to Austin’s 950 
homes in 2008. (And, Austin has about 40 percent more renters earning less than $50,000 than 
Denver does). In addition, Denver had 10,000 attached homes on the market for purchase in 
2005. By comparison, Austin had 2,700 in 2008.  

Methodology 

The analysis in this section examines housing need across all income levels, to identify mismatches in 
supply and demand for all households in Austin. It reports the results of a modeling effort called a 
gaps analysis, which compares housing affordability for households at different income levels to the 
supply of housing units affordable at these income levels. 

The analysis used the most recent data gathered in 2008, which includes the following:  

 Household projections from the city’s demographer, the American Community Survey (ACS) 
and household income ranges from ACS; 

 Austin Investor Interests’ third quarter 2008 (3Q08) rental data with pricing, location, number 
of units and affordability components; 

 Broad rental market conditions (overall and submarket vacancy rates, average rents) from  
M/PF Yieldstar; 
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 Data on subsidized rental units from the Austin Housing Authority, the Travis County  
Housing Authority and the City of Austin Consolidated Plan; 

 Data on potential build out from the city’s planning department; and 

 Data on multifamily developments under construction and approved from Austin  
Investor Interests. 

Rental data note. Our distribution of rental data is based on data purchased from Austin Investor 
Interests. These data represent apartments in buildings with 50 units and more. There is no 
comparable source of data for apartments with less than 50 units.  

The data are adjusted to account for Section 8 voucher subsidies and affordable units that were not 
captured in the Austin Investors data.  

To ensure that our distribution was not significantly affected by the lack of small apartment 
buildings, we compared the rental distribution estimated by the U.S. Census for Austin in 2007 with 
our distribution. 

Defining affordability. Housing is “affordable” if no more than 30 percent of a household’s 
monthly income is needed for rent, mortgage payments and utilities. When the proportion of household 
income needed to pay housing costs exceeds 30 percent, a household is considered “cost burdened.” 

Housing programs generally focus on assisting lower income populations. HUD divides low and 
moderate income households into categories, based on their relationship to the median family 
income (MFI): extremely low income (earning 30 percent or less of the MFI), very low income 
(earning between 31 and 50 percent of the MFI), low income (earning between 51 and 80 percent of 
the MFI) and moderate income (earning between 81 and 100 percent of the MFI). 

Rental Affordability 

The distribution of rental units by price for Austin was based on 3Q08 data from Austin Investor 
Interests, which captured about 122,000 units in the City of Austin. Because the data do not capture 
all of the rental subsidies or affordable units in the city (e.g., Section 8 vouchers), we obtained data 
on the affordability of public housing units and affordable units from housing authorities and the city 
and adjusted our rental distribution for these affordable units.  

Private market units that were not captured by the Austin Investor Interests data were assumed to 
have the same price distribution as the sample of the 122,000 units.  

A few assumptions were necessary to complete the rental distribution: 

 The rental data do not include detached single family homes that are rented. For the purpose of 
this analysis, it is assumed that rental rates for these single family homes are similar to the rates 
represented by the survey sample. Single family home rents are likely to be slightly higher than 
rents for an apartment of the same size. If the gaps analysis is affected by this assumption, it 
would occur at the higher end of the rent scale. Hence, the gaps analysis may have 
overestimated the mismatch between rental units and higher-income renter households. 
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 Market-rate units rented to tenants with Section 8 vouchers were adjusted to reflect the Section 
8 subsidy making these units more affordable. We assume that Section 8 vouchers are 
predominantly held by households earning less than $25,000.  

 The vacancy rate for all rental units—market-rate and subsidized—was assumed to be 7.9 
percent, which is consistent with the vacancy rate reported by Austin Investor Interests for 
3Q08. M/PF Yieldstar, another commercial provider of rental data, reported a second quarter 
2008 vacancy of 6.6 percent, with an increase anticipated during the balance of 2008.  

What can households afford? Exhibit V-1 shows the affordability of rental housing by price range. 
Units are affordable if no more than 30 percent of a household’s income is required to pay both rent 
and utilities. For example, households earning less than $10,000 per year could afford to pay a 
maximum of $175 in rent each month (accounting for utility costs) to avoid being cost burdened. 

Exhibit V-1. 
Affordable Rents by Household  
Income Range, 2008 

Source: 

BBC Research & Consulting. 

2008 Income Ranges

Less than $10,000 $175

$10,000 to $14,999 $300

$15,000 to $19,999 $425

$20,000 to $24,999 $550

$25,000 to $34,999 $775

$35,000 to $49,999 $1,150

$50,000 to $74,999 $1,725

$75,000 to $99,999 $2,300

$100,000 to $149,999 $3,550

$150,000 or more $3,550 +

Maximum Affordable
 Rent + Utilities

Exhibit V-2 shows the estimated number of renter households in each income category in 2008, 
along with the number and proportion of rental units affordable to them. 

Exhibit V-2. 
Renter Households Compared to Rental Units, 3Q2008 

2008 Income Ranges

Less than $10,000 $175 21,719     1% 2,397 13%

$10,000 to $14,999 $300 12,390     1% 1,932 7%

$15,000 to $19,999 $425 12,160     2% 2,822 7%

$20,000 to $24,999 $550 13,819     9% 15,446 8%

$25,000 to $34,999 $775 26,530     48% 79,034 16%

$35,000 to $49,999 $1,150 28,103     38% 63,186 17%

$50,000 to $74,999 $1,725 29,583     8% 13,366 18%

$75,000 to $99,999 $2,300 10,898     1% 1,476 7%

$100,000 to $149,999 $3,550 6,335       0% 292 4%

$150,000 or more $3,550 + 4,113       0% 55 2%

Total 165,650  180,006  

Maximum 
Affordable 

PercentNumber

Renters Rental Units, 3Q08
PercentNumberRent + Utilities

 

Source: BBC Research & Consulting. 
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Rental mismatch summary. Exhibit V-3 compares the supply of rental units to the number of 
renter households in each category. The Rental Gap column identifies the shortages and excesses in 
the market—this is the rental unit mismatch. The rental gaps analysis shows the following: 

 In 2008, 21,700 renter households—13 percent of all renter households in Austin—earned less 
than $10,000. These households could only afford to pay a maximum $175 per month in rent 
without being cost burdened. Austin has approximately 2,400 units and rental assistance 
vouchers for these households—leaving a gap of 19,300 underserved households. 

 Another 24,500 renter households—14 percent of all renters—need apartments with rents of 
between $175 and $425 to avoid being cost burdened. These households earn between $10,000 
and $20,000 per year. In 2008, these renters had approximately 4,750 affordable units and 
vouchers available to them, leaving a gap of 19,800 underserved households. 

 For renters to have a range of affordable choices in Austin, they must earn at least $25,000 per 
year. For renters with incomes of $25,000 and more, affordable rental units abound: Austin’s 
rental market is narrowly priced, with most rents between $550 and $1,150 per month. Seventy-
nine percent of rental units fall within this price band.   

 Sixty-four percent of Austin’s renters earn more than $25,000 and, as such, are adequately 
served by the rental market. For the other 36 percent, it can be difficult to find an affordable 
rental, and many find themselves paying more than 30 percent of their incomes for housing. 
This can constrain their ability to save for the downpayment needed to purchase a home.  

Exhibit V-3. 
Rental Gaps Analysis, 2008 

2005 Income Ranges

Less than $10,000 $175 21,719 13%  2,397 1% (19,322)  

$10,000 to $14,999 $300 12,390 7% 1,932 1% (10,458)  

$15,000 to $19,999 $425 12,160 7% 2,822 2% (9,339)    

$20,000 to $24,999 $550 13,819 8% 15,446 9% 1,627       

$25,000 to $34,999 $775 26,530 16% 79,034 44% 52,504     

$35,000 to $49,999 $1,150 28,103 17% 63,186 35% 35,083     

$50,000 to $74,999 $1,725 29,583 18% 13,366 7% (16,217)   

$75,000 to $99,999 $2,300 10,898 7% 1,476 1% (9,422)     

$100,000 to $149,999 $3,550 6,335 4% 292 0% (6,043)     

$150,000 or more $3,550 + 4,113 2% 55 0% (4,057)     

       Total 165,650 100% 180,006 100%

Number

Rental 
Gap

Rental Units
3Q08

Number PercentRent

RentersAffordable
Maximum 

Percent

Source: BBC Research & Consulting. 

Section IV discusses future development, including the number of apartment complexes that are in 
the pipeline for construction. As mentioned in the section, Austin’s rental market is projected to be 
very active in the near future. It is unlikely, however, that the new units constructed will alleviate the 
unmet demand for affordable rentals demonstrated by the gaps analysis (i.e., rent less than $425 per 
month). However, to the extent that the market cannot absorb the construction activity, prices may 
drop, concessions may increase, and renters—even the lowest income renters—may find the market 
more affordable.  
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This occurred in Denver in 2003 and 2004. The phenomenon was a double-edged sword for 
affordable housing. Rents dropped so much that the market was flooded with affordable rentals, 
which was good news for renters. However, nonprofit housing providers found themselves 
competing with market rate providers offering unparalleled amenities, which led to very high 
vacancies and cash flow challenges for the nonprofits. 

Single Family Affordability 

This gaps analysis for the affordability of homes for sale was conducted to examine two facets of the 
for-sale market: 

 How easily renters at different income levels can afford to buy a home; and 

 How easily current owners could afford to sell their current home and buy 
another home in Austin. 

The distribution of for-sale units by price for Austin was based on 2008 listings and sales of homes 
on the market in Austin.  

What can households afford? Exhibit V-4 shows what households at different income levels 
could afford to buy by price range1. Units are affordable if no more than 30 percent of a household’s 
income is required to pay both the mortgage payment (including taxes and insurance) and utilities. 
For example, households earning less than $10,000 per year could afford a home costing no more 
than $33,396 (a tough price range within which to find a home). 

Exhibit V-4. 
Affordable  
Home Prices  
by Household 
Income Range, 
2008 

Source: 

BBC Research & Consulting. 

2008 Income 2008 Income
Ranges Ranges (cont'd)

Less than $10,000 $33,396 $35,000 to $49,999 $160,459

$10,000 to $14,999 $49,371 $50,000 to $74,999 $240,386

$15,000 to $19,999 $65,351 $75,000 to $99,999 $319,770

$20,000 to $24,999 $81,360 $100,000 to $149,999 $479,625

$25,000 to $34,999 $113,063 $150,000 or more $639,449 +

Maximum 

Purchase Price

Maximum 

Purchase Price
Affordable Home Affordable Home 

Renter/for-sale mismatch. Exhibit V-5 on the following page shows the estimated number of 
renter households in each income category in 2008, along with the number and proportion of homes 
affordable to them as of 2008. This shows how well the for sale market is able to serve Austin’s 
renters households looking to buy.

                                                      
1 Mortgage loan terms are assumed as 30-year fixed, 6.5 percent, 5 percent downpayment. The mortgage payment is also 
adjusted to incorporate hazard insurance, property taxes and utilities. 
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Exhibit V-5. 
Affordability of For-Sale Housing to Austin’s Renters, 2008 

2008 Income Ranges

Less than $10,000 $33,396 21,719 13%  2 0% 0% 2 0% 0%

$10,000 to $14,999 $49,371 12,390 7% 16 1% 1% 2 0% 0%

$15,000 to $19,999 $65,351 12,160 7% 63 2% 3% 17 0% 0%

$20,000 to $24,999 $81,360 13,819 8% 69 3% 6% 40 0% 0%

$25,000 to $34,999 $113,063 26,530 16% 98 4% 9%  326 3% 3%  

$35,000 to $49,999 $160,459 28,103 17% 710 26% 36% 1,306  13% 16%

$50,000 to $74,999 $240,386 29,583 18%  756 28% 64% 2,698 28% 44%

$75,000 to $99,999 $319,770 10,898 7%  435 16% 80% 1,675 17% 61%

$100,000 to $149,999 $479,625 6,335 4% 335 12% 92% 1,990 20% 81%

$150,000 or more $639,449 + 4,113 2% 208 8% 100% 1,714 18% 99%

       Total 165,650 100% 2,692 100% 100% 9,770 100% 100%

Cumulative
 PercentHome Price

Affordable
Maximum Affordable 

Attached  Homes
Affordable 

Detached  Homes
Number Percent

Cumulative 
Percent PercentNumberPercentNumber

Renters

Source: BBC Research & Consulting. 
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Renters who want to buy in Austin must earn $50,000 before one-third of attached units on the 
market become affordable. The city’s 115,000 renters earning less than $50,000 would have had 950 
attached units to choose from if they were house shopping during 2008.  

Renters looking for affordable detached homes would have found just 16 percent of the market 
affordable to them unless they earn more than $50,000. Renters earning $75,000 fare better in the 
market, with 44 percent of detached units affordable in 2008.  

In general, renters earning less than $50,000 per year have limited choices in Austin’s market for 
purchasing a detached single family home. Attached homes are more affordable but still in limited 
supply until potential buyers reach the $75,000 income mark.  

Homeownership mismatch. Exhibit V-6 shows how Austin’s owner population matches up with 
the units in Austin’s owner-occupied housing market. This analysis examines how easily current 
owners could move within Austin. In markets with rapid appreciation, some owners find themselves 
in a situation where they “could not afford to buy the house they are living in.” Although this usually 
means owners have built equity, it can also mean that it is cost prohibitive for current owners to 
move within a market. 

The homeownership mismatch shows that current owners need to earn at least $50,000 before they 
could move in Austin’s market easily, unless they have a fair amount of equity in their existing home.  

Exhibit V-6. 
Homeownership Gaps Analysis, 2008 

2005 Income Ranges

Less than $10,000 $33,396 3,862 3% 47 0% (3,815)  

$10,000 to $14,999 $49,371 3,374 2% 211 0% (3,163)  

$15,000 to $19,999 $65,351 2,774 2% 939 1% (1,836)  

$20,000 to $24,999 $81,360 5,089 4% 1,279 1% (3,810)  

$25,000 to $34,999 $113,063 9,937 7% 4,974 3%  (4,962)  

$35,000 to $49,999 $160,459 15,915 11% 23,652 16% 7,737    

$50,000 to $74,999 $240,386 26,090 18% 40,523 28% 14,433  

$75,000 to $99,999 $319,770 21,271 15% 24,755 17% 3,481    

$100,000 to $149,999 $479,625 27,840 20% 27,277 19% (563)      

$150,000 or more $639,449 + 25,253 18% 22,549 15% (2,704)   

       Total 141,405 100% 146,206 100%

Maximum 
Affordable 
Home Price
Affordable Homeownership UnitsOwners

Home-
ownerhip

PercentNumberPercentNumber  Gap

 

Source: BBC Research & Consulting. 
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Property tax increases. The gaps analysis above does not demonstrate the increased burden that 
property tax increases are placing on some of Austin’s current homeowners. In some neighborhoods, 
rapidly increasing property appraisals are leading to much higher tax bills, which might be 
unaffordable to some homeowners. For example, one Holly neighborhood property appraised at 
$77,000 in 2003. In 2008, the property appraised for $158,000. Although tax rates actually decreased, 
the increase in appraised value caused the tax bill to rise from $700 in 2003 to $3,100 in 2008. 
Additionally, this property was receiving a homestead exemption, meaning that some taxing units 
were not taxing on the fully appraised value, thereby lowering the overall tax bill. If the property had 
not received a Homestead Exemption and had been a rental property, for example, the full tax bill 
would have been nearly $3,500. 

Mismatch by MFI. Exhibit V-7 on the following page presents the gaps/mismatch analysis using 
the median family income (MFI) categories for income ranges. It shows data for both rental and 
homeownership housing.
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Exhibit V-7. 
Gaps Analysis by MFI Level, 2008 

Income Range

0% to 30% MFI ($0 to $20,730) 48,287 29% 9,375 5% (38,912) 10,753 8% 1,484 1% (9,269)

31% to 50% MFI ($20,731 to $34,550) 37,140 22% 88,392 49% 51,252 13,837 10% 8,084 6% (5,752)

51% to 80% MFI ($34,551 to $55,280) 35,543 21% 68,956 38% 33,413 21,872 15% 30,877 21% 9,005

81% to 95% MFI ($55,281 to $65,645) 12,266 7% 6,021 3% (6,245) 10,817 8% 18,050 12% 7,232

96% to 120% MFI ($65,646 to $82,920) 14,522 9% 5,819 3% (8,703) 16,502 12% 22,162 15% 5,660

121% to 150% MFI ($82,921 to $103,650) 7,908 5% 1,117 1% (6,791) 16,567 12% 19,533 13% 2,966

More Than 150% MFI ($103,651+) 9,985 6% 326 0% (9,659) 51,061 36% 46,018 31% (5,043)

GapPercent

Ownership Units 
Percent GapNumber

Renters
Percent

Rental Units Owners
PercentNumberNumber Number

Source: BBC Research & Consulting. 
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Questions about the Gaps Analysis Findings 

How many of the low income renters with needs are students? 

We examined our resident survey data to determine how much of the gap in rental units for low 
income households is affected by the Austin’s full-time student population. Although these students 
still have housing needs, these needs, as well as their housing preferences, can differ from the needs 
of other low income renters. 

Estimates differ on the student population in Austin. The Census estimates that 81,500 people living 
in Austin are enrolled in college or graduate school. Other estimates have been as high as 130,000.  
The income distribution of these students is not available. However, we can use poverty data by 
school enrollment to suggest how many of the city’s low income renters are students. 

In 2008, 25 percent of Austin’s residents living in poverty were college or graduate students. College 
studies commonly live together to pool their resources to pay for housing. As such, there would be 
three poor students but just one poor household. The gaps analysis presents needs by household. 
Therefore, 25 percent is an upper bound estimate of the percentage of households in the low income 
categories of the gaps analysis represented by students. These renters are the minority of the renters 
who have housing needs as estimated by the rental gaps analysis. 

How does Austin’s gaps analysis compare with other cities? BBC conducted a very similar study 
to Austin’s comprehensive market analysis for the City and County of Denver in 2006.  

Compared to Denver, Austin has a far greater need for affordable rentals. Denver, despite having a 
much smaller renter population, has three times as many deeply subsidized rentals2. Denver’s rental 
market is also more affordable overall, meaning that Denver’s lower income renters who have to 
“rent up” in order to find somewhere to live potentially face lower levels of cost burden than in 
Austin. 

One explanation for the disparity in rental prices between Denver and Austin is property taxes. The 
State of Colorado has an income tax and relatively low residential property taxes; Austin has relatively 
high residential property taxes that are passed on to renters.  

Denver and Austin have similar median home prices. Denver’s detached single family home price 
distribution is also similar to Austin’s. However, Denver has more affordable homeownership 
options because it has a larger attached market. In Denver, during 2005, there were 4,200 attached 
homes for sale that were affordable to potential buyers earning $50,000 and less. This compares to 
Austin’s 950 homes in 2008. Denver had 10,000 attached homes on the market for purchase in 2005. 
By comparison, Austin had 2,700 in 2008.  

                                                      
2 However, Denver has a much higher proportion of renters earning less than $20,000 per year than does Austin: 41 
percent of all renters in Denver are poor compared to 27 percent in Austin. This high proportion of poor renters in Denver 
may explain why Denver has more aggressively addressed affordable housing needs at this income level.  
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How would the gaps change if 15 percent of all of Austin’s rental units were affordable to 
renters earning less than $20,000? 

To see how much the rental gap would be reduced under an alternative affordability scenario, we 
assumed that 15 percent of Austin’s rental market was affordable to renters earning less than 
$20,000. This assumption raised the inventory of units affordable at this income level by 19,850, 
reducing the gap from 39,000 units to 19,000 units. This makes a considerable difference in 
affordability for the city’s lowest income renters.   

Future Needs 

Exhibit V-8 visually illustrates the market mismatches described in this section for 2008. The 
flowchart begins with Austin’s population and number of households, divides the households by 
current tenure (owners/renters), and, through comparing key indicators of supply in the market with 
renter and owner incomes, points out the key areas of need in Austin’s current housing market. 

Exhibit V-8. 
Austin Market 
Mismatches, 2008 
 
Source: 
BBC Research and Consulting. 
 

750,500 people

307,000 households

46% owners

141,000 households

54% renters

166,000 households

27% earn <$20,000

45,000 households

4% of rental units 
that are affordable

7,150 units

Gap of 37,600 
rental units

Renters earning <$35,000

3% of detached units are affordable

10% of attached units are affordable

Renters earning  $50,000

16% of detached units are affordable

36% of attached units are affordable

Renters earning  $75,000

44% of detached units are affordable

64% of attached units are affordable

v.

=

Supply 
Available 
to Renters 

Wanting to 
be Owners

Exhibits V-9, V-10 and V-11 project these needs 12 years from 2008, in 2020. These exhibits 
estimate needs under a variety of scenarios: 

 Exhibit V-9. The first scenario is based on the city’s forecasted population and household 
growth and assumes the same tenure as in 2008.  

 Exhibit V-10. This second scenario is the same as Exhibit V-9 except that it assumes a slower 
growth rate, ¾ the pace as in the first scenario.  

 Exhibit V-11. This scenario assumes the same level of growth as in Exhibit V-9, plus a shift in 
homeownership to 50 percent owners and 50 percent renters.  
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Exhibit V-9. Under the city’s forecasted population and household growth for 2020 scenario, 
holding tenure at 46 percent homeownership and 54 percent rental: 

 On the rental side, 12,000 new deeply subsidized units (renting for $425 and less) will be needed 
to serve the growth of Austin renters earning less than $20,000 per year. During the next 12 
years, development of such units must average 1,000 units per year to adequately meet the need. 
To meet the growing need and reduce the existing gap of low cost rental units (priced at $425 
and less) by 10 percent, 16,500 units should be built or 1,370 units per year.  

 Almost 40,0000 homeownership units will be needed to accommodate the projected growth of 
homeowners. Based on existing income distributions of homeowners earning $35,000 and 
more, the units should be priced as: 

 8 percent at $113,000 and less (likely small condos); 

 13 percent at $113,000 to $160,500 (mix of condos and townhomes); 

 21 percent at $160,500 to $240,400 (condos, townhomes, cottages and small 
single family detached units); and 

 58 percent more than $240,400 (range of housing options).  

This is only slightly different than the city’s existing distribution of prices. This occurs largely because 
we do not assume that renters are converted to homeowners or that households earning less than 
$35,000 are homeowners.  

Exhibit V-9. 
Austin Market Mismatches, 2020 Projected Growth 

942,500 people

393,000 households

46% owners

181,000 households

54% renters

212,000 households

27% earn <$20,000

57,000 households
New homeownership 

units needed = 39,500

Distribution of New Units:

8% < $113,000 or 3,200 units

13% $113,000—$160,500 or 5,200 units

21% $160,500—$240,400 or 8,400 units

58%  $240,400+ or 23,200 units

New deeply subsidized 
units needed =

12,000 or 1,000 per year

No 
improvement 
over 2008 gap

New deeply subsidized 
units needed =

16,500 or 1,370 per year

New units 
needed 
plus 10% 
reduction 
in 2008 gap  

Source: BBC Research & Consulting. 
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Exhibit V-10. This scenario reduces the city’s forecasted population and household growth for 
2020 by one-fourth, holding tenure at 46 percent homeownership and 54 percent rental. As 
demonstrated by Exhibit V-10, this reduces the overall demand for both rentals and homeownership 
units.  

The need for deeply subsidized rentals falls by 2,600 units. The need for homeownership units falls 
by 10,400.  

Exhibit V-10. 
Austin Market Mismatches, 2020 Three-Quarters of Projected Growth 

939,000 people

371,000 households

46% owners

171,000 households

54% renters

200,000 households

27% earn <$20,000

54,000 households
New homeownership 

units needed = 29,600

New deeply subsidized 
units needed =

9,400 or 780 per year

New deeply subsidized 
units needed =

13,300 or 1,100 per year

Distribution of New Units:

8% < $113,000 or 2,400 units

13% $113,000—$160,500 or 3,800 units

21% $160,500—$240,400 or 6,200 units

58%  $240,400+ or 17,000 units

No 
improvement 
over 2008 gap

New units 
needed 
plus 10% 
reduction 
in 2008 gap  

Source: BBC Research & Consulting. 
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Exhibit V-11. This scenario maintains the city’s forecasted population and household growth for 
2020, but changes tenure to achieve a 50 percent homeownership rate. Under this last scenario, the 
need for deeply subsidized rentals is reduced by 3,700. The need for homeownership units increases 
by 15,300. The price points of the needed homeownership units is redistributed towards more 
affordable units, since under this scenario, renters earning more than $35,000 per year are converted 
to homeowners. These renters earning $35,000 and more have a relatively lower incomes distribution 
than owners.  

Exhibit V-11. 
Austin Market Mismatches, 2020 Projected Growth, 50% Homeownership 

942,500 people

393,000 households

50% owners

196,500 households

50% renters

196,500 households

27% earn <$20,000

53,000 households
New homeownership 

units needed = 55,300

New deeply subsidized 
units needed =

8,300 or 690 per year

New deeply subsidized 
units needed =

12,200 or 1,000 per year

Distribution of New Units:

13% < $113,000 or 7,200 units

17% $113,000—$160,500 or 9,400 units

23% $160,500—$240,400 or 12,700 units

48%  $240,400+ or 26,000 units

No 
improvement 
over 2008 gap

New units 
needed 
plus 10% 
reduction 
in 2008 gap  

Source: BBC Research & Consulting. 
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Exhibit V-12 summarizes the scenarios and compares Austin’s price distribution today with what is 
needed in 2020.  

Exhibit V-12. 
Current conditions compared to Future Scenarios, 2020 

New rental units needed 46,429  34,795  30,760  

Units renting at $425 and less 12,536  9,395    8,293    7,138    

Per year/12 years of development 1,045     783        691        

Plus 10% reduction in current gap 3,912     3,912     3,912     

Total units renting at $425 and less 16,448   13,307   12,205   

Per year/12 years of development 1,371     1,109     1,017     

Units in pipeline or under construction 18,242  

Number affordable (not necessarily < $425) 1,155     1,155     1,155     1,155     

v. affordable units needed = Gap (11,381)  (8,240)    (7,138)    

Homeownership units needed 39,531  29,620  55,300  

Per year/12 years of development 3,294     2,468     4,608     

Price distribution:

Under $113,000 8% 8% 13% 5%

$113,000 to $160,500 13% 13% 17% 16%

$160,500 to $240,400 21% 21% 23% 28%

$240,400+ 58% 58% 47% 51%

Total 100% 100% 100% 100%

City's Projected
Growth + 50% 

Homeownership
Existing

 ConditionsGrowth

City's 
Projected

Three-Quarters
of City's

Projected Growth

Source: BBC Research & Consulting. 
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SECTION VI. 
Challenges and Opportunities 

As part of the comprehensive housing market study for Austin, BBC conducted a series of focus 
groups and key person interviews with individuals from organizations representing a diverse set of 
interests. Focus group attendees primarily fell into one of the following categories: affordable 
housing advocates and policy advisors, City of Austin Neighborhood Housing and Community 
Development staff, neighborhood association leaders, affordable housing developers and business 
community and real estate professionals. Exhibit VI-1 at the end of this section displays the 
organizations represented during the focus groups and interview process.  

Group discussions and interviews primarily focused on identifying housing needs, barriers to 
affordable housing, preferred location of affordable housing, current programs and procedures in 
place to provide affordable housing and recommendations for increasing the provision of affordable 
housing to Austin residents.  

This section discusses the input from these meetings and interviews and is organized around  
two themes:  

1. Challenges to developing more affordable housing stock in Austin, and 

2. Opportunities to develop more affordable housing stock in Austin.  

This section begins with a discussion of the top housing needs identified in Austin by focus group 
attendees and interviewees.  

Housing Needs Identified 

Overall, the following were identified as the greatest housing needs within the city of Austin:  

Needs of persons who are homeless and at-risk of homelessness 

 Need for more diversity of housing (beyond homeless shelters). For example, low cost 
hotels/SRO units where people can stay for a short period of time are almost 
nonexistent; they have all been redeveloped. Such housing needs to cost around 
$10/day or $300/month.  

 This need is consistent with the market need identified by BBC’s gaps 
analysis, which found a shortage of 29,000 rental units for households earning 
less than $15,000 per year. 

 Provision of services with housing is important. For persons who are homeless, job 
training/skills are needed to help them end the cycle of homelessness.  
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 A prominent and contrasting view is that the city focuses too much on service 
provision and too little on housing. To paraphrase many: “Austin needs to work 
toward a Housing First model, getting persons who are homeless into housing units 
first and then address their social service and health care needs.”  

 The ideal housing/services model would be scattered site housing with a central 
landlord who deals with case management.  

Housing for special needs populations 

 There is a lack of housing for citizens who have completed rehab and stayed at a half-
way house;  

 Better services are needed for returning veterans; 

 More Section 8 vouchers (also consistent with BBC’s gaps analysis); 

 There is a great need for assisted housing for seniors and persons with disabilities;  

 Group home laws can make developing housing for special needs populations difficult. 
Developers must get permission from property owners within 200 feet of the proposed 
group home; this is hard to do. Also, group homes cannot be within ½ mile of each 
other.  

Homeownership needs 

 A less expensive downtown condominium market is needed to serve moderate income 
households.  

 Other cities, like Portland, seem to offer more generous downpayment assistance 
programs. To buy in Austin, people are finding “private equity” loans from people they 
know and buying with others to make the economics work. They are also picking up 
extra work—e.g., taking on a part time job—to afford to save for a downpayment or 
make their mortgage payment.  

 Residents in Austin are not used to the idea of attached housing; people are reluctant to 
share walls—but this is starting to change. Small lot single family detached housing is a 
more appealing product.  

 There is a market for a land trust but the city cannot get lenders to finance the 
mortgages.  

Other general needs 

 The city needs to build support for the idea that everyone should be able to live in 
Austin. The Not in My Backyard Syndrome is an image issue. We need to show those 
who are opposed to affordable housing the types of people who need the housing.  

 Housing needs should be described in economic development terms. This resonates 
better with those opposed to affordable housing.  
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Location of affordable housing 

 Many worry that as Austin becomes less affordable, and affordable housing moves 
further away from the urban core and employment opportunities, many families will 
begin spending more and more on transportation costs. 

 There is concern that affordable housing options will be concentrated in certain parts 
of the city. Such housing should be dispersed throughout the city.  

Challenges 

When asked about community barriers to providing housing that is affordable to residents at lower 
income levels, a variety of problems were identified: 

Regulatory barriers 

 There is too little zoning for multifamily development.  

 Site development costs are prohibitive because of the city’s sewer requirements. There needs to 
be a cheaper way to tie into the city’s sewer system.  

 Stricter building requirements aimed at environmental preservation have increased building 
costs substantially, directly affecting housing affordability.   

 The 23 separate ordinances related to development in the past 18 months demonstrate the 
regulatory burden that raises development costs. 

 The development process requires working with multiple departments and individuals. It is 
tough to find anyone in the city who is willing to make a decision. The common response is 
“this isn’t my area of expertise.” 

 Neighborhood planning is inconsistent.  

 Overall, developers feel that the SMART Housing program is not as streamlined as it should be, 
given that one of the incentives is staff assistance. Developers feel that no one city department 
took ownership of the program. 

 Many affordable housing developers would like to see a streamlined city approval 
process, which would in turn lessen their carrying costs on projects.  

 Overall, many feel that the incentives programs offered by the city are not working and should 
be restructured. 

Financial barriers 

 Even with the subsidies the city has received through its new General Obligation Bond, housing 
affordable to less than 30 percent MFI is very difficult to make work (e.g., the rents at this level 
cover only half of the operating costs). Cash flow is very tight; it is difficult to pay property 
taxes. Partnerships with the city are necessary to reduce the tax burden. 

 Overall carrying costs, such as land costs and property taxes, are increasing rapidly, making the 
economics of affordable housing difficult to achieve. 
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 Property taxes make both renting and homeownership vastly more expensive. Property owners 
pass on the property taxes to renters leading to higher rents, making affordable rentals difficult 
to find.  

 The price of land has rocketed in the past few years. Lots are difficult to find that are less than 
$130,000. 

 Homes priced under $175,000 in the city have significant repair needs. Homes have become too 
valuable to qualify for rehab loans, yet residents don’t have the money to fix it up themselves.  

Community barriers 

 Powerful neighborhood associations make affordable projects very difficult.  

 City neighborhoods don’t have the same sort of resources as private sector developers. The city 
should give the neighborhoods full time advocates to negotiate development specifications 
(Portland has such a program).  

 The lack of a overall planning vision constrains the amount of development that occurs.  

 The city has a lack of altruistic developers and community commitment.  

 Condominium conversions remove low income rental properties from the market through 
conversion processes.  

Opportunities 

Despite the many challenges that were discussed, the focus group attendees and interviewees had 
many ideas for solutions to affordable housing problems in Austin. These included the following: 

 Increase density and broaden housing products. Middle income families would 
benefit from greater density and more diverse housing products (mostly attached 
housing) in the city so they could afford to live in Austin. This needs to be density that 
improves the quality of life of residents. In Austin, people think of density as an office 
building with a parking structure. We need a few good examples on 4,500 square foot 
lots for people to stop saying “those houses are too close together.” In addition, Austin 
should broaden more creative products such as co-ops.  

 More New Urbanism. Mueller is model most people like, except it is too pricey for the 
folks who want to buy housing in the city. Affordable, small lot, single family housing 
units is a product looked upon favorably by the market.  

 Affordable TOD.  Affordable housing along transit lines has been overlooked. For 
example, housing over commercial development would have been ideal for the  
location where the Wal-Mart was built in Allandale.  

 Continued support from leadership. The Planning Commission and City Council have mostly 
supported some very difficult projects that have faced significant neighborhood opposition 
(e.g., Manor Road SRO and Mobile Loaves and Fishes mobile home development). However, 
city officials could use more education, e.g., on the benefits of density.  
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 The right development incentives.  

 Deeper incentives for developers to build affordable housing.  

 The city should require that private sector developers use a nonprofit partner 
to get development incentives.  

 Dismiss additional fees to developers committed to affordable housing to 
lessen project costs.  

 The city should start covering infrastructure costs so builders don’t have to 
absorb those costs.  

 Explicit change in city zoning: 

 No more cumulative zoning 

 Stop neighborhood backlash against multi-use zoning 

 Need a more “big picture” land use code/Overall Zoning 

 A streamlined development process. It can’t continue to take years to get a 
development approved.  

 Low-cost land needs to be made available.  

 City owned vacant land should be donated for affordable housing.  

 The city should start a land banking program.  

 Could the city or school district donate land (or closed school buildings) for 
workforce housing development where they could provide housing for their 
workers? 
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Exhibit VI-1. 
Organizations Participating in Focus Groups and Stakeholder Interviews 

Organization Organization (cont'd) Organization (cont'd)

ADAPT East Cesar Chavez Neighborhood Association Neighborhood Housing Services of Austin

Mayor's Committee for Disabled Persons Ending Community Homelessness Coalition (ECHO) NHCD/AHFC

Ardent Residential Foundation Communities Organization of Central East Austin Neighborhoods (OCEAN)

Austin Apartment Association FrontSteps/ARCH Passages-Salvation Army

Austin Community Design and Development Center Frost Bank Peopletrust

Austin Independent School District (AISD) Guadalupe Neighborhood Development Corporation (GNDC) Personal Attendant Coalition of Texas (PACT)

Austin Neighborhoods Council Habitat for Humanity Planning Commission

Austin Tenants Council Homebuilders Association of Greater Austin PNC Bank

Blackland CDC House the Homeless Poss Consulting

Capstone Management Housing Authority of the City of Austin (HACA) Real Estate Council of Austin (RECA)

Caritas Housing Authority of Travis County (HATCTX) Realtex Development

Catellus HousingWorks Residential Strategies

Chesnut Neighborhood Planning Team Human Rights Commission River Bluff N.A

Community Action Network (CAN) Hurt Partners Architects Saltillo District Advisory Group

Community Development Commission (CDC) Inter-Cooperative Council Seton Family of Hospitals

Community Partnership for the Homeless JJ Seabrook N.A. Tekoa Partners

Constructive Ventures KB Homes United Cerebral Palsy of Texas (UCP)

Corporation for Supportive Housing KRDB University of Texas Department of Architecture

CRA Roundtable Legal Aid UT Housing 

De Mayo & Associates Lifeworks Vacri Development

Design Commission Mary Lee Foundation Wachovia

Diana McIver & Associates (DMA) Mayor's Committee for People with Disabilities Washington Housing Consultants

Downtown Austin Alliance (DAA) Momark Development
 

Source: BBC Research & Consulting. 
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SECTION VII. 
Recommendations 

This section contains BBC’s recommendations on how Austin should better address its housing 
needs. It begins with a discussion of the consequences of letting the current and future needs go 
unaddressed. 

Why Address Needs?  

The City of Austin and Austin community has shown leadership and progressive action in addressing 
affordable housing needs to date. Some of the major efforts of the city include: 

 Passed a $55 million General Obligation (GO) bond dedicated to affordable housing 
activities; 

 Annually dedicate General Fund monies to support affordable housing; 

 Established the SMART Housing Program to provide incentives to private sector 
contribution to affordable housing solutions; 

 Require that a portion of additional tax revenues from city-owned redeveloped 
properties be dedicated to affordable housing.  

However, market forces have been stronger in changing the landscape of affordability in Austin. This 
means that addressing affordable housing needs will need to be a continued effort. 

If Austin had not accomplished the above efforts—and if the city’s housing continues to become 
more expensive as demand for living in Austin continues—the following scenarios are likely to 
occur:  

 The city’s 38,000 low income renters who cannot afford to pay their rent and utilities 
will continue being cost burdened. As the city’s population grows, demand for housing 
will rise (without a commensurate increase in supply), prices will go up and so will 
property taxes. Low income renters will pay more for housing as property taxes rise 
and landlords pass on these costs, putting the lowest income renters at a greater risk of 
homelessness. Moderate income renters will have less to save for a downpayment, 
reducing their likelihood of being homeowners. Property owners may reduce efforts on 
upkeep to manage increased taxes, reducing the quality of the affordable rental housing 
stock.  

 Many current owners in the city will find their property taxes harder to afford. Lower 
income owners and those on fixed incomes (seniors and persons with disabilities) may 
find the tax increases unmanageable. If they decide to sell their homes, they will realize 
income from the gain in value—however, they will need to move out of the city to 
afford another home.  
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 The city’s workers will be less likely to be able to afford to live in the city, so more 
people will buy homes outside of Austin and commute longer distances to work. Those 
who can afford to buy in the city may be unwilling to make the trade-off because the 
products they can buy outside the city offer much more in terms of condition and size. 
They, too, will commute into the city. The city will be at risk of losing its middle class 
as they leave the city to purchase homes—leaving the wealthy and low income renters.  

Therefore, to avoid having an even larger number of low income renters who struggle to meet their 
monthly rental payments, to avoid having moderate income renters leaving the city to purchase 
homes, to avoid increased traffic congestion, to avoid a drain on revenues as people leave for more 
affordable housing—the city should continue addressing needs by making changes to its policies and 
generate additional revenue to meet housing needs. 

As mentioned above, the city has spearheaded many large efforts to address existing affordable 
housing needs. These efforts have been part of the city’s overall goals to ensure that everyone from 
musicians to high-tech executives can call Austin home. The city has also worked hard to preserve its 
environmental landscape. All desirable cities and towns struggle to find the balance between 
environmental preservation, managing growth rates and keeping housing costs at a reasonable level. 
Austin is no exception.  

Market forces are very powerful however, and Austin has a strong national reputation as a desirable 
city in which to live. Therefore, Austin will grow. The city can grow up (become more dense), or the 
city can grow out (become more sprawling). Growing up will involve some trade offs, but growing 
out will cost much more in terms of traffic congestion, potential loss of employment centers, loss of 
tax revenues and, perhaps more serious, a loss of community identity.  

Recommendation No. 1—Reevaluate the zoning and development process. Austin’s 
current process of evaluating applications for residential development is community based. The city’s 
zoning and land use regulations also reflect the city’s dedication to environmental preservation and 
commitment to smart growth.  

These principles are part of what makes Austin a great city. However, they can conflict with 
providing affordable housing for residents and workforce. In desirable areas where there is much 
demand for housing, anything that constrains the supply leads to increased housing costs.  

We have identified several opportunities for the city to modernize its current development process 
that will reduce the barriers to affordable housing development in Austin. These include: 

 Reconsider the role that many neighborhoods groups are playing in development decisions.  

 Develop a strong, citywide Comprehensive Plan that guides development and forms the 
basis for the acceptance or denial of development applications.  

 Increase density by approving dense developments that offer opportunities for affordable, 
attached housing products.  

 Educate residents about the need for workforce housing in Austin and the consequences of 
not meeting current and future needs for housing.  
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Balance neighborhood-based development. Neighborhood groups are very involved in Austin’s 
residential and commercial land use and development process. Although the city has a citywide 
Comprehensive Plan that has been existence for more than 30 years, its updates have been modest. 
Existing neighborhood plans are much more detailed and play a strong role in the development 
evaluation process. Development is also heavily influenced by the many zoning and land use 
ordinances that are passed by city council each year. In sum, there is no strong, comprehensive 
guiding document for development in Austin.  

We recognize that this has enabled the neighborhoods to play a significant role in how they develop. 
It has also created a patchwork planning process. Furthermore, we are unable to identify 
coordination of the neighborhood plans to ensure an appropriate distribution of community needs 
such as affordable housing. 

Many cities, of comparable size to Austin, rely heavily on the influence and direction of 
neighborhood groups to guide land-use and development decisions. Many cities like Austin have 
neighborhood-level planning documents. These neighborhood groups are also very involved in the 
process through public hearings, written and oral comments, meetings with planning staff, planning 
commissioners and city council members.  

For example, neighborhood groups are relied upon heavily in Santa Fe, particularly when it comes to 
preserving the historical integrity of architecture and design of its historic buildings. Neighborhood 
groups are given early notification of proposed projects, which provides them the opportunity to 
support or challenge projects coming into their neighborhoods. However, Santa Fe's General Plan 
provides necessary guidelines to determine whether neighborhood group reactions align with city-
level growth goals or represent neighborhood sentiments. 

Raleigh, North Carolina is another community with very strong neighborhood influence. Currently, 
18 CACs participate in development decisions throughout the city and have been very interactive in 
current efforts to update Raleigh's Comprehensive Plan. In some instances, neighborhood plans have 
been and will be adopted as part of the city's comprehensive plan to ensure that city-level and 
neighborhood-level goals align. 

Other communities with strong neighborhood influence include San Jose, California, Baltimore, 
Maryland and Denver. However, all communities are guided by a city-level General or 
Comprehensive Plan. 

The city’s current neighborhood-based planning process does very little to facilitate the development 
of affordable housing on a citywide basis. Some of the neighborhood plans have affordable housing as a 
goal; others do not. We were also told many times in our focus groups with more than 100 
stakeholders that Austin has lost many affordable units to neighborhood resistance.  

Austin is not unusual in this regard. Residents in every city and town are notoriously resistant to 
density, and the more affordable the project and the greater the density, the higher the resistance. 
Neighborhoods often forget that a desirable city will grow; they cannot stop this momentum. 
Restricting workers from obtaining housing in an area does not mean these workers will go away—
they may live farther away, but they still need to drive to work. Growth limits almost always lead to 
increased traffic congestion and the leapfrog effect of affordable housing being pushed farther and 
farther from employment centers.  
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Neighborhoods often use declining property values as successful arguments to fight affordable 
housing developments. Many academic studies have adeptly demonstrated that the effect of density 
and affordable developments on property values is not negative.  

These arguments should not be construed to imply that neighborhoods should not have an active 
role in the planning process or that any one neighborhood should provide a disproportionate share 
of affordable housing. It is imperative that cities have transparent goals, housing policies and a strong 
citywide planning structure to ensure that affordable housing is a community benefit that is shared 
equally and evenly distributed throughout a city.  

Develop a strong Comprehensive Plan. The city will soon begin the process of updating its 
Comprehensive, or General Plan. The balance of multifamily and small lot single family zoning needs 
to be examined in the context of the types of housing needed to serve the city’s future workforce to 
ensure that the city’s comprehensive plan contains the proper land uses to meet future housing needs. 

The comprehensive planning process must also contain a review and recommendations of model 
ordinances in other cities that allow greater opportunity for affordable housing development.  

Increase density. Until only recently have density standards in Austin been relaxed. Although  
density in the form of multifamily products has not become common practice within the city, 
Austin’s condominium market has expanded and evolved into a viable product, particularly in the 
downtown market.  

High density projects, which capitalize on economies of scale to provide greater affordability, will be 
necessary to meet the housing gaps of new workers wanting to buy homes in Austin, which should 
be priced between $113,000 and $240,400. Density—combined with development and operational 
subsidies—will also be key to meeting the needs of the many low income renters in Austin who have 
extremely limited choices in the city.  

To meet its current and future housing needs Austin will need to continue adding density to 
neighborhoods located near major employment areas to house workers and minimize commutes  
and traffic congestion. The city should also seek out and proactively plan for more new urbanist 
development opportunities like Mueller to meet the needs of families who desire to live within city 
boundaries and near places of employment.  

It is unclear, based on a review of the city’s recent update to its existing Comprehensive Plan and 
future land use map, how much land is dedicated to high density single family development and 
multifamily development (e.g., single family detached homes on 3,500 sq. feet lots and multifamily 
density of 20 units/acre). These uses appear minimal compared to the amount of land dedicated to 
standard single family residential.  

Increased density will need to involve an affordability component that exceeds what the city has in 
place now—that is, requiring that the affordable units be built and/or raising the fee-in-lieu amount. 
Recent condominium projects are nowhere near to meeting affordability needs within the city: 
condos sold in 2008 and constructed in 2006 or later had a median listing price of $299,000. 
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Educate residents. The city needs a concerted educational effort to demonstrate that density can be 
attractive, mitigate traffic congestion and be a key solution to a more balanced housing stock. It 
would be appropriate to begin this effort during the comprehensive planning process since the 
process is likely to be well attended by neighborhood representatives and residents. In addition, the 
first few model developments that are affordable and dense must be economically feasible and 
attractive, as these will be important to get future neighborhood buy-in for these types of products.  

Recommendation No. 2—Set affordable housing targets. Without goals for affordable 
housing and a citywide, strong Comprehensive plan, what is to prevent all neighborhoods from 
limiting the amount of affordable housing and density they allow and support?  

To ensure that affordable housing is a priority in the city and that all neighborhoods share in the 
provision of this community asset, the city must set affordable housing targets. City leaders need to 
establish a target proportion of affordable rental and for sale housing in 5, 10 and 12 years (to 2020). 
The city should also monitor its needs on a regular basis and adjust its target as needed.  

Mandates associated with affordable housing production are not legal in Texas. However, 
establishing goals and providing incentives for developers to help cities reach those goals are legal in 
the state—and are very important if housing policies are to be effective.  

Other cities with established housing goals include: 

 Tucson’s General Plan (Comprehensive Plan) has a target of 10 percent of units in the city 
should be affordable. The city monitors this through an annual production report.   

 In 1990, the City of Boulder set a target of having 5 percent of its housing stock be permanently 
affordable. In 1995, the city revised its target of permanently affordable housing stock to 10 
percent.  

 Massachusetts has a state law (the “anti-snob zoning” law) that requires all towns to have at 
least 10 percent of their housing stock affordable to households at 80 percent of the MFI to 
avoid being subject to mandatory housing projects. The law has been in effect since 1969.  

For Austin, the rental target should focus on units affordable at 30 percent of the MFI, or for renters 
earning less than $20,730 per year (about the wage of an average retail worker).  We estimate that 
about 5 percent of the city’s rental stock is affordable to households making 30 percent of the MFI 
and less. 

For homeownership, the city should focus on ensuring that at least 10 percent of units in new 
developments are affordable to households earning 80 percent of the MFI and less (about $55,000). 
This can be encouraged through more aggressive negotiations with developers and offering fast track 
approval, density bonuses and increased fee waivers.  
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Recommendation No. 3—Examine regulatory barriers to housing development. A 
comprehensive review of the development process in Austin and related barriers to affordable 
housing development was beyond the scope of this study. That said, regulatory barriers were 
frequently mentioned in our interviews and focus groups—specifically, that the city has regulations 
and processes in place that significantly raise development costs, discourage density and, as such, 
restrict the development of affordable housing.  

The city should conduct a study that examines in-depth the specific barriers to affordable 
housing development. This should be done in conjunction with the comprehensive planning 
process the city will soon begin. Based on the comments we received during the study 
process through our focus groups with more than 100 attendees, such a study should:  

 Examine how infrastructure requirements raise the cost of housing development. 

 Examine the effect of zoning ordinances on development costs and the production of 
affordable small lot, attached/duplex units.  

 Diagram the number of departments that have a role in the approval process and 
quantify the time it takes from the development application to approval for different 
types of residential applications, including affordable projects. Recommend how the 
development process can be streamlined, especially for affordable projects (see fast 
track approval below).  

 Assess the impact the role neighborhood opposition has on the development of 
affordable and attached housing.  

 Examine how the city’s waste removal requirements raise the cost of development. 
Many stakeholders said that costs could be reduced if “there were a cheaper way to tie 
into the city’s sewer system.” 

Recommendation No. 4—Consider additional development incentives to produce 
affordable housing. The city should consider two changes to encourage developers to build 
affordable housing:  

 Raise fee waivers. The current fee waivers of $2,500 for single family homes and $1,000/unit 
for multifamily developments are helpful, but not significant enough to make a big difference in 
affordability. Additional fee waivers would be beneficial.  

 Fast track approval. Projects that meet city targets for affordability should go directly to the top 
of the development queue and receive fast track approval.  These projects must contain the 
actual development of affordable housing (i.e., developments receiving density bonuses by 
paying an in-lieu fee would not receive fast track approval). The city should diagram the fast 
track approval process and demonstrate the amount of time and cost a developer will save 
through fast track approval.  

The fast track approval must be carefully constructed and involve developer input. For example, 
Denver offers such a program but it is seldom used because the developments eligible for fast 
track approval must wholly comply with existing site plans.  
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Recommendation No. 5—Supplement existing funding. We think it is wonderful that the 
city has raised funding for affordable housing through its General Obligation Bond; Austin is one of 
few cities in the country that has been able to raise money for affordable housing through bonding. 
The city is also rare in that it annually provides General Fund monies to support affordable housing 
and a portion of redevelopment funds from city-owned properties are dedicated to affordable 
housing activities.  

However, there is never enough money to meet all affordable housing needs, and the needs of 
Austin’s residents—particularly very low income renters—are very high. The city would benefit from 
supplementing the bond dollars with other, ongoing revenue sources.  

The city should explore alternative revenue sources to supplement affordable housing funding. Many 
Western cities—e.g., Reno, Nevada and Tucson, Arizona—levy condominium conversion fees and 
use these fees to fund housing trusts. It is unfortunate that Texas law prohibits such a revenue 
source, which would be a very reasonable method for generating funds for affordable housing. 
Currently rental stock is being removed from the inventory and replaced with mostly non-affordable 
condominiums, which is displacing renters and reducing the overall affordability of housing in 
Austin.   

We also recommend that in the future the city examine the level of the fee-in-lieu amounts that 
developers pay to receive density bonuses under the S.M.A.R.T. Housing initiative. At $.50 per 
square foot for rentable floor area in the University Neighborhood Overlay, it is difficult to imagine 
why developers would not take the in-lieu option.  

Given that the city may not mandate affordable housing, downtown developers currently have two 
choices under the current policy framework: pay a $10 per bonus square foot in the downtown area 
or seek Central Urban Redevelopment (CURE) Combining District rezoning. Given that, to date, 
developers have chosen to navigate the rezoning process rather than pay the downtown fee in lieu, 
one can deduce that the fee in lieu needs further review to ensure that it is tied to the market. The 
current fee in lieu may require further evaluation as currently, it does not appear to be an attractive 
option for developers. Recognizing that the Downtown Austin Plan is currently underway, this plan 
serves as an additional opportunity to evaluate the City's density bonus program. 

Recommendation No. 6—Establish a land banking program. Land banking is a program 
whereby land is acquired by a division of government or nonprofit with the purpose of developing 
affordable/workforce housing or engaging in revitalization activities. After a holding period, the land 
is sold to a nonprofit or private developer, often at a price lower than market, who agrees to the land 
use conditions (e.g., creation of affordable/workforce housing).  

Land bank programs can serve dual purposes. While some programs are created solely for the 
acquisition of land for future affordable housing development, others have broader long-term 
community planning goals. In distressed communities, land banking programs allow cities to acquire 
vacant and underperforming parcels, be a catalyst for redevelopment, and to benefit from increased 
tax revenues from the properties. In communities with rapidly rising land costs, land banking 
programs promise a long-term savings to taxpayers: for example, when public buildings need to be 
constructed, they can be built at less than the current market cost due to the earlier acquisition of the 
property by the land bank. 
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The City of Austin should establish a land bank to which private property may be donated (with 
potential tax benefits) and public property may be held for future affordable housing development. 
The city can also purchase appropriate parcels to add to the land bank as they become available. The 
city should explore partnerships with the school district, utility companies and other public 
landowners to donate the land for affordable housing in exchange for a certain proportion of the 
units that have first right of refusal to public sector employees (e.g., teachers).  

Recommendation No. 7—Consider alternative financing sources through CDFIs. 
Community Development Financial Institutions (CDFIs) are lending institutions with a specific 
purpose of serving a particular community by increasing the amount of loan capital in an 
underserved area. The services offered by CDFIs differ—some operate much like a traditional bank 
or credit union and offer consumer as well as commercial products; others operate only to make 
loans for creation of affordable housing. 

The city has several CDFIs which provide consumer and small business lending. The city should 
consider establishing or expanding its existing CDFI network to provide below market financing to 
developers of affordable housing. Such a CDFI would enable nonprofit and private sector 
developers to acquire property and begin the early stages of the development process before other, 
more permanent funding sources and federal and state grants are approved. The developers we 
interviewed for this study agreed that this would be a welcome tool to support affordable housing 
development.  

Recommendation No. 8—Replicate and adapt best practice models for Texas. We 
recognize that the city is constrained in many ways from using many of the affordable housing tools 
that exist in other cities because of Texas State Law. For example, Austin cannot adopt the “quick 
fix” of inclusionary zoning that produces the bulk of affordable units in many cities.  

We recommend, however, that the city collaborate with other high cost Texas communities to make 
state lawmakers aware of the barriers that some state laws create—such as the inability of cities to 
provide property tax rebates to low income renters.   

Property taxes in Texas are higher than in many other areas in the West, since the state does not have 
an income tax. In more affordable areas, the impact is not as significant as in a community like 
Austin that has high home prices in addition to relatively high property taxes.  

The effect of property taxes on Austin residents is twofold:  

1. Rents are relatively high, as landlords pass on the property taxes to renters. Since renters are 
paying more for rent than in other cities, they have less to save for a downpayment on a 
home. This makes homeownership even more difficult to attain.  

2. Some owners find that their property taxes are increasingly more difficult to pay. As their 
properties have appreciated, their taxes have risen considerably. Lower income owners and 
those on fixed incomes (seniors and persons with disabilities) may find the tax increases 
unmanageable. If they decide to sell their homes, they will realize income from the gain in 
value—however, they will most likely need to move out of the city to afford another home. 
In addition, it can be very stressful and difficult for seniors and persons with disabilities to 
manage a move.  
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Several cities and states have addressed this issue by providing rebates of property taxes to lower 
income renters. New York City has such a program, as does the State of Minnesota. Property owners 
are required to provide renters with an annual statement showing how much of their rent was made 
up of property taxes; renters then file for a rental rebate once a year.  

Austin could provide property tax relief to owners, but the city is prevented by state law from 
targeting the relief based on income. As such, it would be difficult to provide an adequate benefit to 
low income owners without realizing a tremendous loss in city revenues. Although we recognize 
these barriers, we still recommend that the city investigate ways to provide property tax relief under 
state law and work with other similar communities to bring this barrier to the attention of lawmakers.  


