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Separate and unequal
Nowhere in California is the gap between rich and poor greater than in Pasadena

By Peter Dreier 09/13/2007

Like it? Tweet it! SHARE IT!

Would it surprise you to learn that Pasadena is the most unequal city in California? That's one of the interesting
facts now available from the recent release of 2006 data by the US Census Bureau.

A standard way to measure inequality is to consider the gap between the rich and poor. To do this, we compared
the income of households near the top (those at the 95th percentile, where only five percent of households have
more money) with those near the bottom (those at the 20th percentile, where only 20 percent of households have
less money). This way, we avoid measuring the distance between the extremes -- the very richest and the very
poorest -- which may distort the reality.

In Pasadena, the income of households near the top ($255,106) is 12 times greater than the income of those near
the bottom ($21,277). This is the widest gap among the 36 California cities with more than 140,000 people. Only
four other cities have a rich-poor gap in double digits: Oakland (11.82), San Francisco (11.3), Los Angeles
(10.85) and Glendale (10.16). In 26 cities, the rich-poor gap is below 8.
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Another way to measure inequality is to look at the concentration of income among the rich, or how the
economic pie is divided. In Pasadena, the richest one-fifth of Pasadena households -- those with incomes over
$123,641 -- has over half (54.2 percent) of the income earned by city residents. The wealthiest 5 percent -- those
with household incomes above $255,106 -- have over one-quarter (25.1 percent) of the income. Pasadena has a
higher concentration of income among the richest five percent than the United States and California (both 22.1
percent) and Los Angeles County (23.6 percent). Among the 36 largest California cities, only Los Angeles (26.1
percent) has a greater concentration of income among the richest households.

In contrast, the poorest one-fifth of Pasadena households -- those with incomes below $21,277 -- combined have
only 2.8 percent of residents' income. Those in the next poorest one-fifth -- those with household incomes
between $21,277 and $46,375 -- bring home only 7.6 percent of Pasadena's incomes.

If we looked at wealth (stocks, bonds and other holdings) instead of income, the concentration at the top of the
economic pyramid would be even more skewed. (Also, the Census data is based on a sample of households in
each city, so there is some margin for error regarding the income statistics.)

In many respects, Pasadena is a tale of two cities, and gentrification is exacerbating the gap between rich
and poor. Pasadena's median household income increased from $51,233 in 2005 to $59,301 in 2006 -- a dramatic
15.7 percent boost in just one year. But this jump in income is not because Pasadena's existing residents got big
pay raises from generous employers. It is because the people moving to Pasadena are increasingly those with
high incomes, while those with low incomes are being pushed out of the city. In other
words, the city's prosperity is not being widely shared, but pitting the affluent against the poor and working class
for the city's scarce housing.

Between 2005 and 2006, Pasadena added 1,637 households. In that single year, the number of households
with incomes below $50,000 declined by 2,811 -- 1,545 of those households with incomes
below $10,000. Meanwhile, the number of households with incomes above $50,000 increased by 4,448 -- 1,251
of them households with incomes over $200,000.

This evidence of gentrification is not a one-year fluke, but part of an ongoing trend. Since 1999, Pasadena has
lost 4,655 households with incomes below $50,000; 1,586 of them were the poorest households, those with
incomes below $10,000. During that same period, the city added 7,093 households with incomes over $50,000;
5,483 of them were households with incomes over $100,000, and 1,540 of them over $200,000.

None of this should be surprising in light of spiraling rents and house prices, the accelerating conversion of
affordable apartments to expensive condominiums, the predominance of new luxury units among the condos
approved by city officials and the paucity of affordable housing in Pasadena's development pipeline.

Pasadena's poverty rate declined from 14.1 percent of residents in 2005 to 13.3 percent in 2006. It would be nice
to think that this is because a significant number of the city's poor were able to lift themselves out of poverty. But
this isn't the case. The reality is that the poor are being pushed out of the city by rising housing costs. This is a
major reason for the decline in enrollment in Pasadena Unified School District (PUSD) schools. A recent report
by Davis Demographics, a consultant used by PUSD to examine population changes, found that most of the
students who have left the district are those who live in areas with many low-income families and mostly rental
housing. PUSD's declining enrollment and budget woes are due in large part to the displacement of the poor, not
the flight of the middle class.

Gentrification may be good for a handful of developers, but it isn't good for most residents or for the city's
business climate. As the new census data suggest, Pasadena housing costs are skyrocketing beyond what most
working families -- including schoolteachers, nurses and nurses' aides, bus drivers, security guards, secretaries,
janitors, child care providers, retail clerks, computer programmers, lab assistants and others -- can afford.
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Rising rents and home prices are undermining our city's economic, social and civic fabric. Our public schools
are losing children. Many religious congregations are losing members. Youth soccer and baseball leagues, and
other community initiatives, are losing volunteers.

When working families spend almost half their incomes for rent or mortgages, they have little left over to spend
in the Pasadena economy, hurting local businesses. Moreover, local employers are having difficulty finding
employees who live in the city. Long commutes into Pasadena exacerbate traffic congestion and pollution.

City officials have been promising for several years to unveil a comprehensive housing policy, but so far there is
little to show for it. The goal of a city housing agenda must recognize the importance of maintaining a diverse,
vibrant city where people of all incomes can live, work and play.

We need to dramatically increase the city's housing supply to meet current and projected population growth. But
the Census data indicate that, contrary to those who argue that simply adding more high-end housing relieves
market pressures (a theory called "filtering"), it has the opposite ripple effect of pushing up rents and home
prices for the existing housing stock. Instead, we need more emphasis on protecting the existing stock of
affordable housing, while focusing new construction on affordable units within mixed-income developments.

What can the city government do to adopt a responsible, balanced housing and anti-poverty policy for
Pasadena's future? City officials could consider the following 10 policy initiatives:

 

1. Limit the conversion of affordable rental apartments to expensive condominiums until the local rental vacancy
rate is high enough (say, 5 percent) to provide renters with places to move within the city. When that threshold is
met, allow condo conversions, but require that half of the units be targeted for low-income and moderate-income
households.

 

2. Help nonprofit community groups, religious congregations and tenant groups to purchase existing rental
apartment buildings and preserve them permanently as affordable rentals or resident-owned cooperative housing.
Set a target of preserving 500 units a year for 10 years.

 

3. Revise the Inclusionary Housing law in three ways. First, require all new housing development along major
transit corridors to be truly mixed-income, with one-third at market rate, one-third for "workforce" housing and
one-third for low-income families. Second, in other areas, require that at least 20 percent of units be targeted for
low-income and moderate-income families. Third, either eliminate the use of in-lieu fees (which now allow
developers to avoid creating mixed-income housing) or significantly raise the in-lieu fees on each so that they
are sufficient for the city to subsidize an apartment for low- and moderate-income families.

 

4. Encourage mixed-use development that combines first-floor office and retail space with housing above and
guarantee that the housing component is mixed-income.

 

5. Put a stop to the creeping down-zoning occurring throughout the city that allows developers to build large
single-family houses (often called "McMansions") where two, three or more units had existed.
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6. Establish a "land bank" program to identify parcels owned by public agencies (the city, PUSD, Caltrans and
others), as well as privately owned underutilized parcels and buildings that the city can purchase for future
housing development.

 

7. Adopt a "linked deposit" policy by requiring the city to do a "report card" on the lending practices of banks
and mortgage companies that do business in Pasadena. This city should only deposit its funds in (and do
business with) lenders that invest in affordable housing. The city should withdraw its funds from banks that
practice redlining and engage in predatory lending.

 

8. Enact a "just cause" eviction law to allow landlords to evict problem tenants
quickly while protecting responsible tenants from arbitrary evictions.

 

9. To boost incomes and help lift Pasadena's working poor out of poverty, collaborate with employers, social
service agencies, unions, and churches to guarantee that all Pasadena families eligible for the federal Earned
Income Tax Credit (an income supplement for families earning up to $37,000) sign up to receive it. This will put
an additional $500 to $4,000 in families' pockets, most of which will be spent in our local economy.

 

10. Strengthen Pasadena's living wage law, now limited to firms that receive municipal service contracts, to
include employees who work for firms that receive economic development and other city subsidies.

 

One city on its own can't solve all the problems of widening inequality, poverty and housing shortages. But cities
like Pasadena have a responsibility to use the tools at their disposal to address these serious issues. Pasadenans
are justly proud of many aspects of this wonderful community. But being the most unequal city in California is
something that should cause great concern -- and action -- on the part of Pasadena residents and its leaders.
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Gentrification is great for the whole cite.

posted by kevitivity on 4/17/10 @ 02:28 p.m.

Whats more, so called "living wage" laws are an economic disaster because they serve only to rais prices and or
kill jobs. This is common knowledge - econ 101.

A smarter idea would be to lower business taxes in the hops that more jobs will be created.

posted by kevitivity on 4/17/10 @ 02:32 p.m.
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