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I. INTRODUCTION

This report presents Economic & Planning Systems’ (EPS) findings for the Housing and
Community Sustainability Nexus Study for Flagstaff, Arizona. EPS’ analysis and
findings are presented in five sections following this introduction and Executive
Sumimmary as follows:

*  Economic and Demographic Framework

= Resident and Second Homeowner Surveys
=  Housing Market Conditions’

= Housing Needs

» Conclusions and Housing Action Plan

BACKGROUND

Over the last six years, the City of Flagstaff has experienced a locally unprecedented
increase in housing costs. According to an analysis of Coconino County Assessor data,
the median home price rose from $165,000 in 2000 to $380,000 in 2006, an average
increase of 14.9 percent per year. Housing prices have appreciated faster than wages and
household income. Wages increased by an average of 4.2 percent per year from 2000 to
2006 and household income increased by 2.6 percent per year over the same time period.
As a result, the median home is now 11.8 times greater than the average wage and 8.4
times the median household income.

Flagstaff is the economic center of Coconino County and accounts for approximately 65
percent of total County employment. Although employment growth has been strong to
date, housing prices are impacting the ability of employers to attract and retain workers.
According to a survey of 97 Flagstaff employers conducted for this study, wages,
affordable housing, and job opportunities for “trailing spouses” are the three most
significant challenges for the area economy. The availability of affordable housing is
therefore a key component of economic as well as community sustainability. |

Defined in its broadest sense, a sustainable economic development policy also addresses
community development factors such as housing, education, and other community
facilities and amenities, as shown in Figure 1. Traditional location criteria, such as
transportation and utility costs, have diminished in importance in the global economy.
For many location neutral businesses, location decisions include broader, more
discretionary items such as the community’s cultural, recreational, and entertainment
opportunities; quality schools and affordable housing; and the appeal to a firm owner or
manager as a place to live.
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The City of Flagstaff has historically ranked high on a number of national rankings as an
attractive place to live. It is a university town in a mountain setting with a moderate
climate containing abundant recreation opportunities and above-average cultural and
entertainment options for a city its size. However, except for sole proprietorships, a
basic requirement of doing business is an available labor force. The City’s rapidly rising
housing costs are having an impact on one of its traditional competitive advantages.

Figure 1
Economic and Community Development Balance
Housing and Community Sustainability Nexus Study

Q)

Economic Community
Development Development
-Business Attraction -Education
-Retention / Expansion -Facilities / Infrastructure

-Labor Force -Housing
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PROJECT SCOPE

The Community Housing Policy Task Force (Task Force) was established to examine City
regulatory documents and processes that may impede the development of affordable
housing. One of its recommendations was for the City to undertake a study to quantify
the extent of the affordable housing problem. The purpose of this Housing and
Community Sustainability Nexus Study (Nexus Study} is therefore to identify and
quantify the impacts of housing affordability, wage rates, and second homes on the
community and to determine how these impacts can be addressed. The Nexus Study
also addresses interrelated economic development and community development issues
to provide the City with policy guidance to address the long term economic and social
sustainability of the City.

The Nexus Study includes an analysis of the existing economic and demographic
characteristics of the population, employment conditions and workforce characteristics,
and housing conditions and needs. Because housing and demographic data from the 2000
Census is out of date, a detailed and statistically reliable household survey was conducted
to quantify current housing conditions. A second survey of second homeowners was
conducted to determine their demographic characteristics and their level of contribution
to the local sales and property tax base. The housing and economic data are used to
quantify housing and employment needs and to recommend policies and programs to
mitigate these impacts. The report and analysis include the following major tasks:

» Stakeholder Interviews — EPS met with City staff and community representatives to
collect information on housing conditions, economic trends, and future growth. In
addition, EPS conducted confidential interviews with major employers, business
leaders, and local real estate professionals to provide additional insight and
perspective on project issues.

» Household and Employer Surveys - In conjunction with RRC Associates, EPS
conducted detailed and statistically reliable surveys of Flagstaff households and
second homeowners to quantify and update data on housing occupancy and
household economic and demographic characteristics. Local employers were also
surveyed regarding their workforce characteristics and employee needs.

* Economic Base — EPS documented employment and labor force trends including
jobs by industry sector, wages by sector, and unemployment rates. Prevailing wage
levels are linked to housing costs to identify workforce housing affordability gaps.
EPS also documented the economic base of Flagstaff and identified barriers to
continued economic growth and diversification.



