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Dear Governor Brown, Senate President pro Tempore Atkins, and Speaker Rendon,
The Los Angeles Business Council (LABC) would like to express its strong opposition to the proposed
Affordable Housing Act that would be placed on the statewide November general election ballot as we
believe it will further constrain much needed housing supply to address the state’s housing crisis. We
would also like to express our unequivocal support for the Veterans and Affordable Housing Bond Act of
2018 that will replenish critical revenue streams for some of the state’s most impactful affordable
housing programs through a $4 billion general obligation bond.
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The LABC is a research and advocacy organization, representing over 500 members across greater Los
Angeles, in pursuit of economic sustainability. For over a decade the LABC and its research arm, the
LABC Institute, have been dedicated to addressing California’s housing crisis through joint research with
major academic institutions, such as UCLA and USC, and through dedicated advocacy that has helped
push the successful passage of local and state measures aimed at refueling funding for affordable
housing programs and expediting the development of low- and middle-income housing.
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Housing affordability throughout California has reached a crisis point, with polling showing that the
issue is a top concern for residents and causing a significant decrease in quality of life across all
economic levels. A repeal of Costa Hawkins under the Affordable Housing Act attempts to address a
symptom of our housing affordability crisis, rather than the root cause -- a lack of supply driving up
rental and homeownership costs.
Our chief concern is that repealing the state’s protections of rent control laws would not help address
affordability. Instead, it would lead to a patchwork of restrictive, local rent control policies that
discourage housing investment in California at a time when we critically need more housing.
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Without an accompanying framework to incentivize the development of future housing stock and boost
supply in a significant way, this ballot measure would only benefit a small percentage of current tenants
at the expense of millions of future tenants and potential homeowners who will bear the brunt of
unacceptable housing costs. This is simple supply/demand economics, which the repeal of Costa
Hawkins overlooks.
According to a 2016 McKinsey Global Institute (MGI) report, the State of California needs to produce 3.5
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million new homes by 2025 to keep up with population growth and to fulfill the unmet demand for new housing units. And
on a local level, Los Angeles County faces a shortfall of nearly 600,000 affordable units to cover its over 800,000 renter
2
households that would qualify for affordable housing if it were available. This housing shortfall has cost the state economy
upwards of $233 billion when considering reductions in consumption, construction activity and the cost to address our
3
homeless crisis.
In Metropolitan Los Angeles, households earning nearly $70,000 annually, or 115% area median income, can barely afford
4
the cost of housing. This shortfall of affordable units has led to an inability to support middle-income households, rising
difficulty for Los Angeles business to maintain its workforce, and an ever growing increase in LA’s homeless population.
It is important to note that 80% of the City of Los Angeles is already under some form of rent control and that cities with the
strictest rent control laws, such as Santa Monica or San Francisco, experience some of the highest rents across the State. A
December 2017 analysis from the nonpartisan California Legislative Analyst’s Office found that rent control policies lead to
reduced property values (and in turn property tax revenue), a decrease in new housing construction, and poorer
5
maintenance of rent controlled properties. The analysis also finds that renters in rent-controlled units are discouraged
6
from moving even when doing so may be beneficial.
Better policy options exist and should be pursued vigorously. The MGI report highlighted that the state has the capacity to
meet its demand of 3.5 million homes by capitalizing on opportunities to build on vacant and underutilized land, land within
½ mile of transit, and through better aligning incentives to localities’ ability to meet their housing demand. Instead of
encouraging the expansion of a tool that would essentially freeze new housing construction, the state should look to
develop policies that provide incentives for affordable housing development.
The Veterans Housing Bond on the November ballot would provide a valuable tool by replenishing funding for existing
affordable housing programs and the veterans homeownership program (CalVet). It also includes a Transit-Oriented
Development Implementation Program: $150 million to provide low-interest loans for higher-density rental housing
developments close to transit stations that include affordable units and as mortgage assistance for homeownership.
State leadership took a step in the right direction last session with the passage of a package of legislation that streamlined
and increased funding for affordable housing production. It should look to build off of this success by further increasing
funding for rent subsidy programs aimed at low- and middle-income earners, utilizing innovative models, such as accessory
dwelling units and modular housing, focusing on high opportunity areas such as transit hubs, and reforming the historically
lengthy approval process by improving CEQA.
As such, the LABC expresses its opposition to the Affordable Housing Act and its strong support for the Veterans and
Affordable Housing Bond Act of 2018. We welcome the opportunity to work with state officials on alternative solutions to
addressing our housing crisis. Please feel free to reach out to the LABC with any questions. We thank you in advance for
considering our position.
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3
https://www.mckinsey.com/~/media/McKinsey/Global%20Themes/Urbanization/Closing%20Californias%20housing%20gap/Closing-Californias-housing-gap-Full-report.ashx
4
https://www.mckinsey.com/~/media/McKinsey/Global%20Themes/Urbanization/Closing%20Californias%20housing%20gap/Closing-Californias-housing-gap-Full-report.ashx
5
http://www.lao.ca.gov/ballot/2017/170629.pdf
6
http://www.lao.ca.gov/ballot/2017/170629.pdf
2

