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Introduction 
 
Purpose of the Study 
 
The City of San José has been working to implement the Mayor’s Housing Task Force 
recommendations.  One of these recommendations calls for an economic study of allowable rental 
increases, which are currently set by ordinance at 8 percent for each 12 month period for those 
units subject to the ordinance.  Units built after 1979 are excluded from the ordinance, as are single 
family homes, duplexes, and condominium units.   
 
The City seeks to evaluate its allowable rental increase formulas in the context of the balancing 
twin objectives – to preserve affordable housing stock and allow a fair return to property owners.  
Analyzing the allowable rent increase for San José’s older rental housing stock in this context 
raises several key questions: 
 

 The Demographics of Housing Need vs. Allowable Increase - How is the need for 
affordable rental housing met through the rent control ordinance?  Are there particular 
market segments for which an 8 percent increase is burdensome (e.g., seniors on fixed 
incomes) and others for which an 8 percent increase is not a burden?   

 
 Characteristics of Units Subject to Rent Control – What are the characteristics of the 

housing stock subject to rent control?  Are the units typically owned by local landlords, 
small investors, etc.?  Where are the units located, and how much of San José’s total rental 
stock is subject to the ordinance? 

 
 The Rental Market for Smaller Complexes – How do rents fluctuate for smaller 

complexes versus the larger complexes tracked by RealFacts?  This issue pertains to both 
age of unit (and whether it is subject to the rent control ordinance) and size of complex 
(and whether the typical absence of large complex amenities impacts rents).   

 
 Other Cities’ Experiences - How do other Bay Area and California cities evaluate and 

allow for rent increases under rent control?   
 

 Financial Return - How does San José’s allowable rent increase impact financial return to 
landlords?  How does the rent increase impact the ability of landlords to invest in their 
properties, sell their properties, and otherwise attract investment capital? 
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Methodology 
 
BAE’s approach to answering these questions includes detailed analysis of published and 
unpublished Census data, interviews with landlords, review of rent control ordinances in other 
California cities, and financial analysis of prototypical rent-controlled small apartment buildings.   
 
First, BAE researched the experience and regulations of allowable rent increase procedures in other 
Bay Area and California cities.  BAE identified the five other rent control ordinances most closely 
matched to San José’s, and profiled the approaches taken to determine allowable rent increases.   
 
Next, BAE analyzed San José’s housing needs and the characteristics of the rental stock, looking at 
the demand for affordable rental housing, and the characteristics of the rental stock subject to the 
allowable rent increase. 
 
For the demand/need portion of the analysis, BAE utilized a number of data sources, including but 
not limited to the U.S. Census, ABAG 2003 (new projections, based in part on BAE work for the 
Smart Growth project), and special HUD tabulations of rent burden by income level.   
 
For the rental stock portion of the analysis, BAE focused on the characteristics of the rental stock 
subject to the allowable rent increase per the Rent Control Ordinance.  BAE utilized data primarily 
from U.S. Census Public Use Microdata Sample (PUMS) for this analysis.  The goal of the analysis 
was to provide a comparative analysis of rent-controlled and non-rent-controlled rental housing in 
San José, describing these units with respect to their rent distribution, and number of bedrooms.  
BAE identified rental rate trends for rent control units compared to non-controlled stock in San 
José between 1990 and 2000.   
 
BAE also conducted interviews with small-project landlords subject to the rent-control ordinance.  
The purpose of this task was to move beyond published data sources and collect primary data from 
actual landlords of smaller projects that are subject to rent control in San José.  BAE conducted 
telephone interviews with 10 property owners, gathering information on how long the landlord has 
owned the units, rent history, patterns of investment, difficulty in marketing/sale of property, and 
related experiences, as well as current rental rates, occupancy rates, and market data for each 
project owned by the landlords. 
 
The final step in the analysis reviewed financial returns and impacts of rent control, by developing 
prototypical examples of rent controlled ownership scenarios, reflecting situations on the ground.  
For each scenario, BAE formulated a hypothetical pro forma analysis to demonstrate the financial 
rate of return today and how various changes to the allowable increase would impact that rate of 
return.   
 
Based on the above analysis, BAE has formulated a series of recommendations to address 
allowable increase issues in the City of San José.   
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California’s Local Rent Control Programs 
 
This chapter provides an overview of San José’s rent control ordinance, and compares it to other 
selected California cities in terms of structure, implementation, and lessons learned regarding 
effectiveness. 
 
San José’s Rent Control Ordinance 
 
San José has two rent control ordinances, one of which covers mobile homes.  The description here 
is for the other ordinance, which covers approximately 43,500 units in triplex or larger apartment 
buildings built before September 7, 1979.  The ordinance allows a maximum rent increase of eight 
percent annually, or 21 percent if the rent has not been raised for two or more years.  Only one 
increase can occur in any 12-month period.  Per state law, when a new tenant moves in, the 
property owner is allowed to raise rents to whatever the market will bear (market rate rents).   
 
In certain circumstances, landlords may increase rents above the legal maximum, based on 
increased expenses, including capital improvements, maintenance, rehabilitation, and new 
mortgages.  Landlords are required to document their claims for rent increases over and above 
those allowed by the ordinance, and are limited in what costs they can pass through.   
 
While San José has no “just cause” eviction ordinance, it requires landlords to give at least 60 days 
notice for eviction without cause for tenants who have been in their units one year or more.  
Tenants may request arbitration of a 60-day notice based on certain extenuating circumstances, 
such as the presence of small children in the household.  At most, a tenant will be able to stay in the 
unit for up to 120 days.  A property owner can require any tenant to vacate without cause within 90 
days, or 120 days when the City determines that there is a “Severe Rental Housing Shortage.”  For 
this type of eviction, there is no tenant recourse. 
 
Overview of California Cities with Rent Control 
 
For this study, BAE profiled the other California cities with a rent control ordinance for permanent 
housing units (mobile home ordinances were not covered in the review).  A total of 14 cities in 
addition to San José were reviewed, as shown in Table 1.  Together with San Jose, the 15 rent 
control cities represent almost 20 percent of California’s total population in 2000.   
 
Among the cities profiled and with caps on rent increases,1 San José has the most generous annual 
allowable rent increase, at eight percent a year without limitations tied to the Consumer Price Index 
(CPI).  While several other cities can also theoretically increase at this rate, their increases are tied 
to the CPI and limited to the rise of CPI in any given year, so that eight percent increases would 
only be available if the CPI increased at that annual rate.  The City of Hayward is the next most 
generous in terms of allowable increases, ranging from five to seven percent annually depending on 

                                                      
1 Two cities, Campbell and Fremont, have very limited rent control ordinances that do not have a cap on rent 
increases, but instead require mediation when requested by a tenant facing a rent increase. 
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certain restrictions.  Most of the other cities allow rents to increase either at the same level as the 
CPI or at some fraction of CPI.  The exception to this pattern was identified in Beverly Hills, where 
units renting above $600 in mid-1978 are allowed increases of 10 percent per year.  Presumably, 
this structure allows larger rent increases on units which were already priced relatively high when 
the original ordinance was adopted.   
 
By state law, any single-family home or condominium rented on or after January 1, 1996 is 
exempt, and many of the cities exempt single family home and condominium rentals altogether, as 
well as smaller buildings such as duplexes.  All of the cities exempt newer construction, linked to a 
date associated with when the rent control ordinance was adopted.  These time frames for 
exemption for new construction range from the late 1970s to the early 1980s, with state law 
prohibiting the application of rent control to newer units not previously covered. 
 
One of the major differences among California cities’ rent control ordinances is the layering of 
local “just cause” eviction regulations.  While a few cities have elected to adhere to state 
regulations in this regard, where no-cause evictions are permissible, 10 rent controlled cities have 
implemented regulations that specify just causes for evictions in order to minimize landlord ability 
to evict.  However, in the cities where no-cause evictions are permitted, vacancy decontrol is by 
law not in effect unless the tenant moves out voluntarily. 



Table 1: Summary of California Cities with Rent Control Ordinances

Allowable Increase 2003 Increase Exempt Units Eviction Control

Berkeley Rent Stabilization Board determines appropriate 
Annual General Adjustment each year based on 
all available data regarding fluctuation in 
expenses

0.0% Construction after 6/3/80, single-family residences rented after 
1/1/96, and duplexes owner occupied on 12/31/79 and now.

Just-Cause

Beverly Hills Chapter 5 - The lesser of 8% or average CPI 
(value at time of increase).  Chapter 6 - 1%-10%

3.2% Construction after 10/20/78 (Chapter 5) or units that rented for more 
than $600 on 5/31/78 (Chapter 6), single-family residences, rented 
condominium units

Just-Cause

Campbell No restrictions on frequency or amount n/a Lots with three or fewer units Governed by State law - no just-cause 
requirement.  Rent increases can be subject 

East Palo Alto 100% of annual CPI increase 2.2% Construction after 11/23/83, units owned by landlords owning four or 
fewer units in the City

Just-Cause

Fremont One increase in 12 month period - no restrictions 
as to amount

n/a None - applies to all housing units offered for rent or lease in the city 
consisting of one or more units

Governed by State law - no just-cause 
requirement

Hayward 5% once annually, 7% with certain restrictions, 
10% if no increase in previous years

5% - 7% Units first occupied after 7/1/79, units owned by landlords owning 
four or fewer rental units in the City, single-family residences

Just-Cause

Los Angeles 3-8% per year, based on CPI 3.0% Units constructed (or substantially renovated w/ at least $10,000 in 
improvements) after 10/1/78, luxury units, single-family residences 
unless two or more houses are located on the same lot

Just-Cause

Los Gatos 5% or 70% of CPI, once annually ~1.5% Lots with two or fewer units, single-family residences, rented 
condominium units

Does not require just-cause, but tenant has 
other defenses

Oakland 100% of CPI 3.6% Units constructed after 1/1/83, buildings substantially rehabilitated (at
cost of 50% of new construction cost), properties with HUD-insured 
mortgages

Does not require just-cause, but there are 
other restrictions

Palm Springs 75% of annual CPI increase ~1.65% Units constructed after 4/1/79, owner-occupied single-family 
residences, duplexes triplexes or four-plexes, units where rent was 
$450 or more as of 9/1/79

Just-Cause

San Francisco 60% of CPI increase 0.8% Units constructed after 6/79, buildings over 50 years old and 
substantially rehabilitated after 6/79

Just-Cause, moratorium on certain Owner-
Move In (OMI) evictions

San Jose 8% annually or 21% every three years (if no other 
increase in previous two years)

8.0% Units constructed after 9/7/79, single-family residences, duplexes 
and condominium units

Does not require just-cause

Santa Monica Rents may not be increased (as of 1/1/1999) 
except for General Adjustment determined by 
Rent Board

3.0% Units constructed after 4/10/79, owner-occupied single-family 
residences, duplexes and triplexes, single-family houses not rented 
on 7/1/84

Just-Cause

Thousand Oaks 75% of CPI, not more than 7% n/a Units constructed after 6/30/78, luxury units, single-family 
residences, duplexes, triplexes and four-plexes, except where five or 
more units located on the same lot

Just-Cause

West Hollywood No more than 75% of CPI 1.5% Units constructed after 7/1/79, all exemptions must be applied for Just-Cause

Note:  This table should be considered a summary of the general rules of the ordinance in each city.  A summary table such as this cannot possibly cover all details for each City.

Sources: Based on websites for each city, telephone interviews with each city. BAE, 2004
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Case Study: Los Angeles 
 
Los Angeles, a large and diverse city, had a population of 3,694,820 residents and a total of 
1,337,706 housing units in 2000, according to the U.S. Census.  Of the city’s total 1,275,412 
occupied housing units, 783,530 were renter occupied in 2000 (39 percent of total occupied units).   
 
The City of Los Angeles enacted its Rent Stabilization Ordinance in 1979.  The ordinance applies 
to rental units of varying types including apartments, condominiums, duplexes and mobile homes.  
The restrictions include required registration of rental units, twelve legal reasons for eviction (just 
cause), restrictions on allowable rent increases, and the causes for eviction requiring relocation 
assistance payment to the tenant.   
 
Allowable Rent Increase 
Landlords are permitted to raise rents once every twelve 
months at an amount that is no more than three to eight percent 
of the current rent being collected.  The Rent Adjustment 
Commission or the Rent Stabilization Division sets the annual 
rent increase percentage for each twelve month period based on 
the CPI (Consumer Price Index) for that year.  Additional 
increases are permitted for capital improvements and 
rehabilitation.  Capital improvements are defined as additions 
or replacements to the rental unit or common areas that have a 
useful life of five years or more.  Rehabilitation refers to 
necessary repairs due to changes in the housing code since 
January 1, 1999 or to repair damage resulting from fire, 
earthquake or other natural disasters.  In addition, landlords can 
petition for further increases if the automatic adjustment does 
not provide a just and reasonable return on the rental units.   
 
According to the U.S. Census Bureau, median contract rent in 
the City grew from $544 in 1990 to $612 in 2000, an increase 
of 13 percent. 
 
Just Cause 
The Rent Stabilization Ordinance includes a list of twelve legal reasons for eviction.  It states that a 
landlord can bring action to recover possession of a rental unit only upon the grounds explicitly 
stated in this list.  Acceptable grounds for eviction in the City of Los Angeles include violation of 
the tenancy agreement; use of the rental unit for any illegal purpose; and recovery of the unit by the 
landlord for purposes such as desired occupancy by certain family members or by a resident 
manager; as well as the permanent removal of the unit from the rental market. 
 
Recent Actions and Changes to the Ordinance 
There is not currently any major litigation underway regarding the ordinance.  Recent changes 
include the adjustment of various fees and most substantially, a moratorium on evictions for the 
purpose of major rehabilitation, which was enacted by the Mayor on July 26, 2002. 

Date Percentage 
Allowed 

7/1/90 – 6/30/91 5% 
7/1/91 – 6/30/92 5% 
7/1/92 – 6/30/93 5% 
7/1/93 – 6/30/94 3% 
7/1/94 – 6/30/95 3% 
7/1/95 – 6/30/96 3% 
7/1/96 – 6/30/97 3% 
7/1/97 – 6/30/98 3% 
7/1/98 – 6/30/99 3% 
7/1/99 – 6/30/00 3% 
7/1/00 – 6/30/01 3% 
7/1/01 – 6/30/02 3% 
7/1/02 – 6/30/03 3% 
7/1/03 – 6/30/04 3% 
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Case Study: Beverly Hills 
 
According to the U.S. Census, the City of Beverly Hills had a 2000 population of 33,784 residents.  
Renter households occupied 8,517 units in 2000, which equaled 57 percent of total occupied units.   
 
Beverly Hills has two Rent Control Ordinances.  Chapter 5 regulations were adopted on September 
19, 1978 and apply to units renting at $600 per month or less on May 31, 1978.  Chapter 6 
regulations, adopted in 1988, apply to units otherwise only exempt because of the rental limitations 
of Chapter 5.   
 
Properties that are not subject to the restrictions of the Rent Control Ordinance are single family 
dwellings, condominium units, businesses and commercial properties and housing in hotels, 
motels, inns or boarding houses (unless they are rented to permanent residents for more than 30 
consecutive days).   
 
Allowable Rent Increase – Chapter 5 
Rent increases under Chapter 5 are permitted once annually, at 
an amount not to exceed eight percent or the average CPI, 
whichever is less at the time of the increase.  In addition, a 30-
day written notice is required.  Expenses related to capital 
improvements may be passed on to tenants.  They must be 
amortized for a period of over 60 months, cannot exceed four 
percent of the base rent, and must occur at the time of the 
annual rent increase.   
 
According to the U.S. Census Bureau, median contract rent in 
the City grew from $902 in 1990 to $1,119 in 2000, an 
increase of 24 percent.  
 
Just-Cause – Chapter 5 
Just-Cause is required for evictions.  These just-cause reasons 
include, but are not limited to, failure to pay rent, violation of the lease obligation, illegal use of the 
unit, and major remodeling.   
 
Chapter 6 Regulations 
On June 3, 1986, the City Council imposed a moratorium on all rental increases.  While the 
moratorium only lasted about five months, Chapter 6 Rent Control was adopted shortly thereafter 
in 1988 to address the concern of substantial rent increases.  Units previously exempt only because 
of rents above $600 on May 31, 1978 are subject to Chapter 6.  The exemptions for single-family 
homes, newer units, and units otherwise exempt under Chapter 5 also apply to Chapter 6.  The 
majority of the City’s rental housing falls under the Chapter 6 Regulations. 
 
Under the Chapter 6 Ordinance, rents can only be raised up to 10 percent each year and all 
increases require a 60-day notice.  The amount of the increase in rent is at the discretion of the 

Chapter 5 Allowable Increase 

Date Percentage 
Allowed 

1/1/2001 3.3% 
6/1/2001 3.5% 
12/1/2001 3.7% 
1/1/2002 3.6% 
6/1/2002 2.9% 
12/1/2002 2.3% 
1/1/2003 2.3% 
6/1/2003 3.3% 
9/1/2003 3.3% 
3/1/2004 2.6% 
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landlord.  Unlike Chapter 5 Rent Control, Chapter 6 does not allow increases for capital 
expenditures or utility surcharges over and above the 10 percent.  All expenditures must be 
included in the annual increase. 
 
While just-cause is not required for evictions, in order for the owner to raise rents after a tenant is 
evicted, the eviction must fall under just-cause.  The reasons for a just-cause eviction are the same 
as those for Chapter 5 Regulations. 
 
Recent Actions and Changes to the Ordinance 
No major changes are currently pending to either Chapter 5 or Chapter 6 regulations. 
 
Case Study: Los Gatos 
 
The Town of Los Gatos, the smallest jurisdiction discussed here, had a 2000 population of 28,592 
residents according to the U.S. Census.  Of the Town’s 12,367 housing units, 11,988 were occupied 
in 2000, including 4,161 units occupied by renter households (35 percent of total occupied units). 
 
Los Gatos enacted its Rental Dispute Resolution in October, 1999.  The Resolution applies to rental 
units in complexes of three or more units on the same parcel of land and restricts both the amount 
and frequency of rental increases, along with the provision of an avenue for mediation of disputes 
between tenants and landlords. 
 
Allowable Rent Increase 
Annual rent increases are permitted, but are not to exceed 70 percent of CPI or five percent, 
whichever is greater.  If tenants agree to a more significant increase or the Arbitrator determines 
that other factors render a larger increase to be reasonable, then exceptions are permitted.  Rents 
may not be raised more than once annually except in certain cases such as the pass through of the 
annual increase at no more than 1/12th per month, with written consent of all affected tenants or at 
the time of a voluntary vacancy of a unit or court-ordered eviction for violation of a rental 
agreement.  In addition, the landlord has the option to present increased costs of operations and 
maintenance, capital improvements, and rehabilitation costs.  Capital improvements are defined as 
those which materially add to the value of the property, and for which the useful life is likely to be 
five years or more.  The cost of capital improvements must be averaged on a per unit or square foot 
basis and must be amortized over a period of at least 60 months.  If the arbitrator accepts these 
costs as reasonable then rents may be increased beyond the maximum allowance.   
 
According to the U.S. Census Bureau, the median contract rent in Los Gatos increased from $800 
in 1990 to $1,225 in 2000, an increase of 53 percent. 
 
Just Cause 
The Resolution does not include a just cause component, although it does maintain that it is a 
misdemeanor for a landlord to evict a tenant in retaliation for tenants organizing or exercising 
rights granted under the Resolution.  The landlord may not evict a tenant in order to evade the 
purposes of the Ordinance, nor may they demand any rent in excess of the maximum rent permitted 
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by a mediation agreement or an arbitration award.  The Rental Dispute Resolution Process is in 
place to handle such conflicts. 
 
Recent Actions and Changes to the Ordinance 
There are a series of amendments to the Ordinance that are currently pending and will most likely 
go to the Town Council in March 2004.  They primarily address changes to the dispute resolution 
process. 
 
Case Study: Oakland 
 
The City of Oakland had a 2000 population of 399,484.  In 2000, off Oakland/s 150,790 occupied 
units, 59 percent, or 88,301, were renter occupied units.    
 
The Rent Adjustment Ordinance in the City of Oakland was originally adopted in 1980, with the 
current version implemented in 1983.  The most recent amendment occurred in 2003, exempting 
two- and three- unit buildings in which the owner is a resident from the restrictions of the 
Ordinance.    
 
Allowable Increase 
Rent adjustments are permitted once every twelve months, 
and determined by the Rent Adjustment Board on an annual 
basis.  Beginning in 2002, the CPI Rent Adjustment was 
determined to be the average of the percentage increase in 
CPI for the twelve-month period starting on March 1 of each 
calendar year.  Landlords can apply to the Rent Adjustment 
Board for additional increases on such grounds as the 
implementation of capital improvements, defined by the City 
as those improvements that materially add to the value of the 
property and prolong its utility or adapt it to new building 
codes.  In addition, the improvements must primarily benefit 
the tenant.   
 
According to the U.S. Census, the median contract rent in 
Oakland increased from $486 in 1990 to $631 in 2000, an 
increase of 30 percent. 
 
Just Cause 
Effective December 27, 2002 the City of Oakland adopted a Just Cause for Eviction Ordinance.  
The Ordinance was designed to strengthen the existing rent control legislation in the City, as 
landlords were previously able to use no cause evictions as a means to evade the Rent Ordinance.  
There are 11 acceptable reasons for eviction under the Ordinance, including failure to make rental 
payments, violation of the terms of the lease, and disorderly activity. 
 

Date Percentage 
Allowed 

5/6/80 – 10/31/83 10% 
11/1/83 – 9/30/86 8% 
10/1/86 – 2/28/95 6% 
3/1/95 – 6/30/96 3% 
7/1/97 – 6/30/98 3% 
7/1/98 – 6/30/99 3% 
7/1/99 – 6/30/00 3% 
7/1/00 – 6/30/01 3% 
7/1/01 – 6/30/02 3% 
7/1/02 – 6/30/03 0.6% 
7/1/03 – 6/30/04 3.6% 



 

 10

Recent Actions and Changes to the Ordinance 
No major legislation is pending regarding the Rent Ordinance.  While there was a spike in 
complaints during the period when rents were climbing dramatically a few years ago, the Housing 
Manager indicated to BAE that this is no longer the case, and that the Ordinance seems to be 
working well.  However, the constitutionality and legality of Just Cause Ordinance is currently 
being challenged in Superior Court.  As noted above, the most recent amendment to the Ordinance 
occurred in 2003.  There are, however, large scale changes currently being discussed at the policy 
level that have not yet been considered for implementation through Planning.  These efforts would 
seek to simplify the language in the Ordinance, as well as to coordinate some of the changes that 
have been made to it over the years. 
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Housing Trends in San José 
 
To provide context for the analysis of rent-controlled housing in San José, this chapter analyzes 
demographic and housing trends for the City of San José as a whole, compared to Santa Clara 
County and the State of California for comparison purposes.  Next, this chapter focuses on San 
José renters and rental units, and uses raw Census data to describe the City’s rent-controlled 
housing stock in San José.  These latter data are drawn from the Public User Microdata Sample 
(PUMS), a five percent sample of raw Census data from the “long form,” which can be cross-
tabulated to examine specific information in depth.  Appendix A provides all of the detailed data 
tables for this chapter, and Appendix B describes the methodology used to conduct the PUMS data 
analysis. 
 
Overall San José Demographic and Housing Trends 
 
Population and Household Growth 
San José experienced substantial population growth between 1990 and 2000 (see Appendix A-1), 
adding a total of over 110,000 persons during the decade, for an increase of over 14 percent for the 
period.  This growth rate exceeded population growth in Santa Clara County and the state for the 
same period.  The 2000 population for San José was approximately 895,000 persons.   
 
The increase in households in San José was slower but also substantial, at over 10 percent for the 
decade, to a total of about 277,000 households in 2000.  Household growth in San José was faster 
than for the County overall, but slower than for California. 
 
Average Household Size 
The slower household growth rate was due to an increase in household size in San José (and in the 
County and California).  As shown in Appendix A-1, San José tends to have larger households than 
Santa Clara County or the State, with an average household size of 3.20 persons in 2000.   
 
Age 
San José's population is somewhat younger than either the County or the State.  In 2000, San José 
had lower median age (32.6 years) than either the County (34.0) or the State (33.3), a pattern that 
was also evidenced in 1990.  Children make up over one-fourth and elderly make up less than 10 
percent of the City’s population.  In a trend mirrored at the County and State levels, the population 
for the City is aging, with the median age rising from 30.6 years in 1990. 
 
Household Income Distribution 
Both San José and Santa Clara County have a high median annual household income relative to the 
State; the 1999 State estimated median household income was $47,493, while the City's was 
$70,243 and the County's was $74,335.   
 
While San José’s household incomes are high relative to the State, 14 percent of households had 
annual incomes below $25,000; given the City’s high housing costs, these households are at high 
risk of paying an excessive proportion of their income for housing.  An additional seven percent of 
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City households had annual incomes between $25,000 and $35,000.  These household also have 
low incomes relative to the City’s housing costs. 
 
Future Population and Household Growth 
Population and household growth in San José is expected to continue into the foreseeable future.  
Between 2005 and 2020, the rate of population and household growth is expected to outpace Santa 
Clara County and California, with the City adding an additional 191,500 persons and 63,270 
households (see Appendix A-2).  This growth will likely lead to continued strong demand for all 
types of housing.  
 
San José Renter Household Characteristics 
San José and Santa Clara County have somewhat smaller proportions of renters than the State; in 
the City and the County, renters make up approximately 38 and 40 percent of households 
respectively, while statewide 43 percent of households rent their home (see Appendix A-3).   
 
Renter households tend to be smaller than owner households, a tendency found in San José, where 
the average household size was 3.16 persons for renters and 3.22 persons for owners in 2000 (see 
Appendix A-4).  Nearly one-quarter (23 percent) of renter households were single persons, as 
compared to only 16 percent of owner households.  Interestingly, though, very large households 
(six or more persons) make up a slightly higher proportion of renters than owners in San José.  
While households sizes were generally smaller countywide and statewide, the distribution of 
household sizes echoed those found in San José. 
 
Renter households tend to be younger than owner households, another pattern observed in San 
José.  For example, while householders aged 15 to 24 were found in over eight percent of the 
City’s rented units, less than one percent of owner-occupied units had a householder this young.  
Conversely, over 40 percent of owner households had a householder 45 to 64, while only 24 
percent of renter households were in this category.  Similar patterns are found in the distribution of 
households for the county and state. 
 
Renter households in San José had a median annual income of approximately $48,600 in 1999, in 
contrast to the much higher median of $85,800 for owners.  Similar contrasts were found for Santa 
Clara County and for California.   
 
Almost one in four of San José’s renter households had an income below $25,000 in 1999, 
indicating the potential for serious problems with affordability.  An additional 11 percent had 
incomes between $25,000 and $35,000; these households also would have difficult finding 
affordable rental units in San José. 
 
Housing costs are considered to constitute an undue burden for those who spend more than 30 
percent of their income for rent and utilities; this standard is used by many government programs to 
measure affordability.  Over 43 percent of San José’s renter households had housing costs of 30 
percent or more of income, indicating a serious housing affordability problem for renters in the 
City, especially those with low household incomes.  More detail on these rent-burdened households 



 

 13

is provided in the next section.  Interestingly, the proportion is even higher statewide, showing the 
larger scale of the affordable housing problem across California among many renter households.   
 
Renters tend to change residence frequently.  In 2000, well over one-third of San José’s renters had 
been in their current unit for less than 15 months, and three-quarters had moved at least once since 
the beginning of 1995.  In contrast, only 36 percent of owners had moved at least once in that same 
time period.  San José is very similar to Santa Clara County and the state in its mobility 
characteristics. 
 
Rent Burden 
In 2000, 43 percent of San José renter households paid 30 percent or more of their income to rent 
and utilities, indicating an excessive rent burden (see Appendix A-14).  Nearly 20 percent of 
renters paid 50 percent or more of their income, a very high rent burden, to rent and utilities.  The 
median rent burden was 27.2 percent of income.  The Census data indicate a downward trend in 
rent burden during the 1990s; in 1990 the median rent burden was 28.9 percent of income.  Much 
of this downward trend can be attributed to a sharp rise in the proportion paying less than 20 
percent of their income to gross rent.  Between 1990 and 2000, this category of renters increased 
from 23.5 percent to 29.8 percent of all renter households.   
 
Housing Problems by Affordability for San José Renters 
In addition to the decennial census data available directly from the U.S. Census Bureau, the U.S. 
Department of Housing and Urban Development (HUD) provides special tabulations providing a 
wealth of information on housing needs and problems by various household types and income 
levels.  These data (usually referred to as the “CHAS” data) are used by planners and others in 
addressing housing needs in their locales.  The summary tables for housing affordability in 1990 
and 2000 are presented in Appendices A-5a and A5b. 
 
As shown for “Total Renters,” in 2000 nearly 39,000 of San José’s 103,377 renter households (38 
percent) had incomes of 50 percent or below the Area Median Income for their household size.  
This was a slight increase in numbers but a decrease in proportion from 1990, when approximately 
34,000 renter households out of 95,241 total, or 36 percent, had incomes at this level.   
 
Well over three fourths of these households in 1990 and 2000 reported at least one housing 
problem, as defined by high rent burden, overcrowding, or without complete kitchen or plumbing.  
Problems were most prevalent among large family households, and least prevalent among small 
elderly households, and housing affordability alone or combined with other problems accounts for 
most of the problems reported.  Out of all renter households, 57.2 percent reported a housing 
problem in 2000, nearly the same proportion as in 1990.  Since the total number of renter 
households increased, the number of renter households with some kind of housing problem also 
increased slightly during the decade, even though the City added several thousand affordable units 
during the 1990s (see discussion below). 
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San José Housing Stock Characteristics 
Just as San José’s housing stock is predominantly owner-occupied, it is also largely single-family 
homes; detached and attached single-family units make up over two-thirds of the City’s housing 
(see Appendix A-6).   
 
Interestingly, in 2000 about one-third of the renter-occupied units were single-family units.  As a 
result, much of the rental housing in the City is exempt from rent control regardless of age.  The 
remainder of the rental housing stock in 2000 in San José was distributed among multifamily units, 
mobile homes, and other unit types.  Slightly more than one-fourth was in small buildings of two to 
nine units, another 21 percent in buildings of 10 to 49 units, and 17 percent in large buildings of 50 
or more units.   
 
Between 1990 and 2000, the overall unit mix did not change significantly, as there was a net 
addition of only 22,341 units, an increase of only nine percent.  The additional units were primarily 
single-family homes or in large multifamily buildings of 50 or more units, with these types adding 
14,586 and 9,763 units, respectively.  Some other product types (units in mid-size buildings, 
mobile homes, and other) showed a net decline in units from 1990.  For rental housing, the increase 
was largely in apartment buildings of 50 or more units.  Interestingly, there appears to have been a 
shift of single-family homes from rental to owner-occupancy, likely related to the extremely strong 
for-sale housing market in 2000.  In fact, despite the increase in housing units overall, the total 
number of vacant units declined over the decade (with a decrease in the overall vacancy rate from 
3.5 percent to only 1.9 percent), confirming the strength of the housing market at the time of the 
Census in April 2000. 
 
Based on the number of bedrooms, renter-occupied units on average are smaller than owner-
occupied units.  In San José in 2000, most studios and one-bedroom units were renter-occupied, 
two-bedroom units were evenly split between renters and owners, and the large majority of three-
bedroom and larger units were owner-occupied (see Appendix A-7).  Among rental units, nearly 
half (46 percent) are studios or single-bedroom units, slightly less than one-third (31 percent) are 
two-bedroom units, with the remainder being three bedrooms or larger. 
 
To augment the limits of Census data with regard to rental increases, BAE also analyzed rental 
rates and occupancy for larger market rate apartment complexes in San José, focusing on the late 
1990s when the economy boomed, as shown in Appendix A-8.  According to RealFacts3, a vendor 
of rental housing data, the average rent in San José for the surveyed complexes was $794 in 1993; 
average rents peaked at $1,662 in 2001, and subsequently dropped to $1,270 in 2003.  Overall for 
the 11 year period, following a cycle of economic boom and then contraction, average rents for the 
RealFacts projects increased by $476, or 60 percent, for an average of just under 5.4 percent per 
year for the 11 year period covered.  This finding would be different, depending on what time 

                                                      
3 RealFacts tracks larger apartment complexes.  As a result, the rents here may not reflect the entire rental 
market, especially for smaller buildings and singe-family homes. 



 

 15

period was analyzed.  For example, during the nine years from 1993 through 2001 (the highest rent 
levels), the average increase would be 12.1 percent per year, if just these years were considered.   
 
The average vacancy rate in San José in 1993 among surveyed units was 96.0 percent; this peaked 
at 98.6 percent in 2000; then declined to 94.3 percent in 2001, a harbinger of the steep decline in 
rents that followed.  By 2003, occupancy had declined to 91.4 percent, well below the 95 percent 
level often used as the indicator of a market in equilibrium between supply and demand.   
 
Despite the declines in rents and occupancy, with the exception of 2001 net absorption has been 
positive since 1994, indicating an increase in demand, but it has not matched the increase in 
inventory.  Relatively few units were added prior to 1998, and 2003 has finally seen a drop in 
construction as the market impacts of declining rents and occupancies as fewer new projects are 
breaking ground.  
 
Characteristics of Rent-Controlled Housing 
 
Key to understanding the economics of rent control is determining the character of the affected 
housing stock and its occupants.  Published sources of housing data such as the U.S. Census and 
the American Housing Survey do not usually provide the necessary detail, so analysis requires 
resorting to surveys of the affected units or use of unpublished data sources.  The description and 
analysis which follow are derived from the Public Use Microdata Sample (PUMS) from the 1990 
and 2000 U.S. Census, which consists of actual individual household records from the decennial 
Census, with some edits to the responses to preserve confidentiality.   
 
This source allows analysis of a large subarea of San José containing most of its rental housing and 
population.  Refinement of the PUMS data allows the creation of one subset consisting primarily of 
rent-controlled units and another subset consisting of comparable exempt multifamily units.  For 
this analysis, these subsets are referred to as the “Rent-Controlled Units” and the “Exempt 
Multifamily Units.”4  The area of analysis is called the “Core PUMAs,” since it consists of a group 
of Public Use Microdata Areas (PUMAs) that consist in very large part of areas within the City of 
San José and that include most of San José’s population (see Appendices B-2 and B-3).   
 
Moreover, this data set only allows for sorting by age of unit and unit type (e.g., single family, 
multifamily, etc.).  During the 1990s, San Jose constructed a substantial number of new affordable 
multifamily housing units, utilizing Low Income Housing Tax Credits and redevelopment tax 
increment set-asides as required by state law.  Since these units, with rents limited by income 
restrictions, are present in the data for the 1990s, the analysis herein of Exempt Units only 
considers units built prior to 1990.  Thus, the comparisons made below and in the Appendix tables 
are between all multifamily units built prior to 1990, with Rent-Controlled Units defined as those 
built before 1980, and Exempt Units defined as all multifamily units built between 1980 and 1989.  

                                                      
4 It should be emphasized that these descriptions are used for ease of discussion; the areas include a limited 
amount of housing outside of the City, and some units in either category may not be correctly classified.  See 
Appendix B for details. 
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For a complete discussion of the methodology used in this analysis, including why it was not 
possible to use all of the City or units built in 1990 or later, see Appendix B.   
 
Renter Household Trends: Rent-Controlled Compared to Exempt 
As shown in Appendix A-9, in 2000 the Rent-Controlled Units housed approximately 95,000 
persons and 33,000 households, or 28 percent of the City’s renter population and 31 percent of its 
renter households.  The Exempt Multifamily Units housed approximately 22,000 persons and 8,000 
households, representing seven percent of all renters and eight percent of all renter households in 
San José.  The remaining renters in San José were found in areas outside the Core PUMAs and in 
single-family houses and duplexes in the Core PUMAs, and in multifamily units built after 1989. 
 
Households in the Rent-Controlled Units tended to be larger, with an average household size of 
2.88 persons per unit, than in the Exempt Multifamily Units, with an average household size of 
2.61 persons per unit.  This average was lower than the overall average of 3.16 for all San José 
renter households and 3.20 for all San José households, and is likely due to the exclusion of single-
family homes from the analysis. 
 
There was little difference between the age distribution for residents in Rent-Controlled Units and 
those in Exempt Multifamily Units.  The median age for both groups is 28.0 years.  Both groups 
tend to be slightly younger than residents of San José overall, where the median age is 32.6.   
 
Households in Rent-Controlled Units tend to have slightly lower incomes than those in Exempt 
Multifamily Units.  Median annual household income for Rent-Controlled Units is $38,000, 
compared to $42,000 for Exempt Multifamily Units.  These household income levels are lower 
than for all rental units in the City, and far lower than the $70,243 reported for all households in 
San José.  Thirty percent of the households in the Rent-Controlled Units have household incomes 
below $25,000, indicating the presence of many low-income households in these units, but the 
Exempt Multifamily Units have an even higher proportion of households in the same income range.   
 
The Rent-Controlled Units had a higher proportion of family households than the Exempt 
Multifamily Units (see Appendix A-10).  Nearly 60 percent of Rent-Controlled Units were 
occupied by families, as compared to only 54 percent of Exempt Multifamily Units.  By 
comparison, 74 percent of all households in San José were families, as were 64 percent of all renter 
households. 
 
While still being more mobile than households overall in San José, householders of Rent-
Controlled Units were less mobile than those in Exempt Multifamily Units.  While only a third of 
householders in Rent-Controlled Units had moved in the 15 months preceding the 2000 Census, 38 
percent of all householders in Exempt Multifamily Units had moved in the period.  Among 
householders in Rent-Controlled Units, 27 percent had been in their units for over 10 years, 
compared to only 21 percent of those in Exempt Multifamily Units.  This lower mobility in Rent-
Controlled Units may be related to the rapidly rising market rents in San José in 2000; residents of 
rent-controlled units may have been seeking to preserve their lower housing costs as market rents 
were rising more quickly than the permitted increase for rent-controlled units.   
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Housing Stock Characteristics: Rent-Controlled Compared to Exempt 
Rent-Controlled Units in San José tended to be in smaller multifamily buildings than Exempt 
Multifamily Units (see Appendix A-11).  In 2000, 28 percent of Rent-Controlled Units were in 
buildings of only three or four units, as compared to only 16 percent of Exempt Multifamily Units.  
Conversely, only 21 percent of Rent-Controlled Units were in structures of 50 or more units, while 
35 percent of Exempt Multifamily Units were in structures of this size.  Reflecting the combination 
of these two unit types as well as additional units not included in the analysis, San José as a whole 
(excluding duplexes) had 22 percent of its multifamily rental units in building of three or four units, 
and 28 percent in buildings of 50 or more units. 
 
As a measure of unit size, the number of bedrooms indicated that Rent-Controlled Units tended to 
be slightly smaller than Exempt Multifamily Units, with a higher proportion of studio units (22 
percent as compared with 16 percent), but a lower proportion of one bedroom units(42 percent as 
compared with 47 percent).  Citywide, renter-occupied units tended to be larger than for either of 
these subsets, likely reflecting the inclusion of single-family homes.   
 
Rent-Controlled Units on average rented for slightly less than Exempt Multifamily Units (see 
Appendix A-12).  The median monthly contract rent for Rent-Controlled Units was $900, in 
comparison with $1,000 for Exempt Multifamily Units and $1,045 for all renter-occupied units in 
San José.  Nearly two-thirds of all Rent-Controlled Units rented for less than $1,000, while over 
half of Exempt Multifamily units rented for $1,000 or more.  While it might be possible to attribute 
these lower rents to rent control, it may be due to other factors, such as the older age of Rent-
Controlled Units (by definition) than the Exempt Multifamily Units.   
 
A comparison of monthly contract rents for 1990 and 2000 (see Appendix A-13) shows that rents 
for Rent-Controlled Units actual rose significantly more than for Exempt Multifamily Units, 
counter to what one might expect.  In 1990, the median monthly contract rent for Rent-Controlled 
Units was $512, which was 82 percent of the median monthly contract rent for Exempt Multifamily 
Units, but this ratio rose to 90 percent in 2000.  Over the decade, the median contract rent for Rent-
Controlled Units had risen 54 percent to $900, while the median contract rent for Exempt 
Multifamily Units had risen only 40 percent to $1,000.  As an additional comparison, Sam Jose 
market rents as shown by RealFacts (see discussion above), where the surveyed supply provides 
market rate rents for larger apartment complexes, average monthly contract rent for all units rose 
60 percent from 1993 to 2003, for an average of 5.4 percent between 1993 and 2003, another 
indication that even market rents are not rising at eight percent annually over the long term. 
 
The increase in rent for both Rent-Controlled Units and Exempt Multifamily Units is well below 
the annual eight percent increase permitted by the Ordinance, indicating that over the long term, 
market rents are not rising at that rate.  If the median monthly contract rent for the Rent-Controlled 
Units had risen at eight percent annually between 1990 and 2000, it would have increased 116 
percent to $1,263.  The actual rate of growth during the decade was less than half of that. 
 
Gross Rent as a Percent of Income (Rent Burden) 
As discussed above, over 40 percent of San José renter households reported excessive rent burdens 
in 2000, with nearly 20 percent paying 50 percent or more of their income for housing costs.  There 
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was a slight decline in the median rent burden, driven largely by a substantial increase in the 
proportion of households paying less than 20 percent of their income to gross rent.  These trends 
were mirrored in both the Rent-Controlled Units and the Exempt Multifamily Units, where the 
median rent burden declined during the 1990s (see Appendix A-14).  In 2000, there was no 
significant difference between the two subsets, with the Rent Controlled Units having a median 
rent burden of 28.0 percent and the Exempt Multifamily Units having a median rent burden only 
slightly lower at 27.0 percent.   
 
Additional Characteristics of Rent-Controlled Units 
Median Household Income by Year Moved In 
Under vacancy decontrol, renters with limited incomes might be constrained from moving due to 
high market rents relative to what they are paying for units they are currently occupying.  These 
limited income renters are presumably more likely to stay in rent-controlled units.  Analysis of the 
PUMS data, however, does not clearly indicate that this is the case.  As shown in Appendix A-15, 
for Rent-Controlled Units, there is no clear relationship between length of residency and median 
household income.  In fact, renters who moved into their units between 1990 and 1994 have a 
higher median household income than those who moved in 1995 through 2000.  For very long-term 
residents, though, incomes do tend to drop off.  This may be due to the fact that those with higher 
incomes ultimately “move up” to ownership or larger single-family rental housing, as they grow 
their families and desire more space.   
 
The pattern with Exempt Multifamily Units was somewhat different, with the highest incomes 
among those moving into their units between1995 and 1998.  Those who moved into their unit 
during the 1980s show a lower median annual household income (mirroring the pattern for the 
longest-term rent-controlled tenants), at only $28,000. 
 
Median Monthly Contract Rent by Year Householder Moved In 
Under vacancy decontrol, renters who have lived in their units for longer periods are likely to reap 
the benefits of rent control, if the allowable increases have kept rents in those units below market 
levels.  Renters with longer occupancy would be expected to have lower rents than recent movers.  
In fact, there does appear to be a relationship between mobility and rents for Rent-Controlled Units.  
More recent movers are on average paying higher rents.  At the one extreme, those who moved into 
their unit in 1999 or 2000 have a median contract rent of $960; at the other extreme, those who 
moved into their unit prior to 1980 have a median contract rent of only $630.  However, this same 
relationship between mobility and rents holds for Exempt Multifamily Units, so the presence of 
rent control might not be the causative factor.  Instead, it might be related to unit size, average unit 
age, or other factors. 
 
Median Monthly Contract Rent by Year Built 
Generally, newer rental units are expected to achieve higher rents in the market, but because of the 
1980 dividing line and the exclusion of units built after 1989, the analysis here using PUMs data is 
very limited.  Rent Controlled Units built between 1970 and 1979 have a median monthly contract 
rent of $980, similar to that for the Exempt Multifamily Units built in the 1980, with a median rent 
of $1,000.  Rent Controlled Units built prior to 1970 (over half of all Rent-Controlled Units) had a 
median contract rent of only $850 in 2000. 
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Impact of Rent Control on Owner’s Investment 
 
A key goal of this study is to ascertain how San José’s rent control ordinance affects financial 
return to landlords, and their ability to invest in their properties and sell their properties.  To 
provide insight into financial performance, BAE has created a prototypical small apartment 
building and modeled its cash flow from 2003 through an assumed sale in 2015.  Five scenarios are 
presented in this pro forma analysis, varying permissible rent increases, purchase date, and expense 
inflation.   
 
Prototype Project 
 
BAE developed a prototype project, based on input from the landlord interviews, assessor’s data on 
sale prices for small multifamily properties, published data on historic interest rates, Census data 
on rents, and BAE experience with typical operating ratios, cap rates, and measures of return.  
Following are the key variables and assumptions made 
 
Rent 
The per-unit monthly contract rent in all scenarios is fixed at $1,135.  This rent was estimated 
based on taking the contract rent from the 2000 U.S. Census for San José, and growing it by the 
current limit of eight percent annually. 
 
Size of Project 
To reflect the focus on smaller properties, the project is assumed to be 10 units. 
 
Vacancy 
Vacancy is fixed at nine percent in all scenarios, based on 2003 average vacancies in San José as 
found by RealFacts. 
 
Expenses 
Average percent of gross income spent on maintenance is based on BAE interviews with rent 
controlled property owner and managers in San José in January 2004.  Management fees and 
reserves are derived from industry standards.  While many of these smaller projects may be owner-
managed, this percentage may represent the value of their unpaid time operating the project.  A 
monthly utility allowance of $50 per unit is an estimate of the cost of landlord-provided utilities, 
such as water, garbage, and common area lighting, annual insurance is assumed at $775 per unit, 
and the annual tax rate is assumed to be 1.15 percent.  These baseline costs are not varied by 
scenario. 
 
Debt 
A loan to value ratio of 70 percent is assumed in all scenarios per median as found through 
assessor’s data for rent-controlled units sold in 2000.  This percentage is in the range of industry 
standards.  The capitalization rate (cap rate) is from the Urban Land Institute, as reported for 2003 
for multifamily rental units in the western region of the U.S.  This rate is used to calculate sale 
value and net present value of cash flow, and is the same in all scenarios.  Interest rates are based 
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on those found nationally for home loans at the time of purchase, from the Federal Housing 
Finance Board.  This rate varies by scenario; one rate from 1986 is used for the three scenarios 
assuming low debt and an end-of-year 1986 purchase, and another rate from 2000 is used for the 
other three using assuming an end-of-year 2000 purchase. 
 
Purchase Price 
There are two different purchase prices used, based on the assumed date of purchase.  These are 
based on the median sale price per unit from assessor’s data from 1986 and 2000 for smaller 
apartment buildings subject to rent control.  For 1986, the median price per unit was $67,000, and 
for 2000, it was $120,000.  The purpose of using these two dates was to determine the relative level 
of investment return for property owners who purchased their investment property several decades 
ago compared to those who purchased investment property at the peak of the last economic 
upswing.   
 
Inflation 
Rent increases are capped by the allowable annual increase per San José’s rent ordinance.  Two 
scenarios assume the current cap of eight percent, and the remaining pro formas test the assumption 
of a lower cap, five percent.  Expense inflation is varied also, with four scenarios assuming annual 
inflation of five percent, and the other two assuming three percent.  Property tax increases are 
capped at two percent per Proposition 13.   
 
Date of Sale (Reversion) 
Sale was assumed in 2015, giving over ten years of cash flow from operations in all scenarios. 
 
Measures of Return on Investment 
 
Because of the gap between assumed purchase dates, some typical measures of investment return 
have not been used in this analysis.  Some of these measures of return, such as total internal rate of 
return (IRR), would require reconstruction of an entire cash flow back to the time of purchase.  
Instead, the analysis has focused on return from 2003 forward, looking at the NPV of the 2003 to 
2015 period before tax cash flow and the net cash from sale in 2015.  This way, only the mortgage 
and property taxes had to be calculated starting with purchase.  To simplify calculation, purchase 
and sale are both assumed at the end of a calendar year. 
 
Results of Analysis 
 
The results of the analysis are summarized in Table 2.  Detailed cash flows can be found in 
Appendix C. 
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Table 2:  Summary of Alternative Operating Conditions

Scenario

1 - Current Control, 
Low Debt, High 

Expense Inflation

2 - Current Control,  
Debt at Top of Market, 
High Expense Inflation

3 - Tightened Control, 
Low Debt, High Expense 

Inflation

4 - Tightened Control,  
Debt at Top of Market, 
High Expense Inflation

5 - Tightened Control,  
Debt at Top of Market, Low 

Expense Inflation

Rent $1,135 $1,135 $1,135 $1,135 $1,135

Allowable Annual Rent Increase 8% 8% 5% 5% 5%

Annual Expense Inflation 5% 5% 5% 5% 3%

Initial Owner Equity $201,000 $360,000 $201,000 $360,000 $360,000

Debt Burden Low Top of Market Low Top of Market Top of Market

Net Cash from Sale $2,181,592 $1,515,141 $1,235,081 $568,630 $760,413

Net Present Value
      of 2003-2015 Cashflow $1,131,419 $708,806 $641,343 $218,730 $322,113

Source: BAE, 2004  
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Scenario 1 
This scenario assumes the current rent cap of eight percent, high inflation, and low debt, due to 
purchase in 1986 for a lower price.  Additionally, much of the principal on the debt has been paid 
off, leading to higher net cash on sale in 2015.  In all years between 2003 and 2015, this scenario 
shows a positive cash flow both before and after debt service.  The owner will net an estimated 
$2,181,592 from sale, and the net present value of net cash flow from operations and from sale is 
$1,131,419.   
 
Scenario 2 
This scenario varies from the first one in the assumption of a purchase at the “top of market” in 
2000, for a much higher price than in Scenario 1.  As a result, debt service is substantially higher.  
This scenario shows positive net operating income before debt service in all years, but for early 
years will show a loss after debt service.  Cash flow after debt goes positive in 2005, as income 
rises faster than inflation with eight percent rent increases.  The net cash from sale in this scenario 
is $1,515,141, and the net present value of the 2003 to 2015 cash flow is $708,806.  While these 
numbers are considerably lower than in Scenario 1, the value at sale still exceeds owner equity. 
 
Scenario 3 
This scenario is based on Scenario 1, but shows the potential impact of a lower rent cap of five 
percent annually.  Compared to Scenario 1, this Scenario shows a 43 percent loss in net cash from 
sale ($1,235,081) and net present value of the 2003-2005 cash flow ($641,343).  Nevertheless, all 
years show a positive net operating income and cash flow after debt service, and the net present 
value of the cash flow is greater than the initial investment (keeping in mind that the investment 
was made many years before, though). 
 
Scenario 4 
This scenario takes Scenario 2 and adds the lower rent cap of five percent annually.  The results 
show that the combination of purchase at top of market, lowered rent cap, and high rent inflation 
would dramatically reduce value and return.  The net cash after sale of $568,630 is only 
approximately 40 percent of Scenario 2, and less than one-third of Scenario 1.  The net present 
value of 2003 to 2015 cash flow of $218,730 is only about half of Scenario 2 and one quarter of 
Scenario 1.  While net operating income is positive in all years, pre-tax cash flow only goes 
positive in 2007.  Furthermore, the net present value of the cash flow is less than the initial owner 
equity in 2000. 
 
Scenario 5 
Purchase at the top of the market is assumed in this variation on Scenario 4.  The outcome is 
similar to Scenario 4, with the poor return mitigated slightly by the lower expense increase.  Before 
tax cash flow is negative until 2006.  Net cash on sale is $760,413, and net present value of before 
tax cash flow is $322,113.  As in Scenario 4, this net present value is less than the original equity 
investment, indicating very poor return.   
 
Summary of Pro Forma Analysis 
As shown by the preceding scenarios, the level of allowable rent increase can have a significant 
impact on financial return.  Regardless of rent cap levels, investors who purchased many years ago 
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are likely to experience much better returns over the next decade than those who purchased at the 
“top of market” a few years ago with the expectation that rents would continue to increase.  In all 
scenarios, lowering the current eight percent annual rent cap to five percent would significantly 
affect the level of return regardless of other factors, but the combination of tightened rent control 
with purchase at the top of the market has particularly adverse consequences. 
 
It should be noted that the eight percent rent cap exceeds the level of recent rent increases in San 
José.  Even a five percent annual increase may not be achievable in the near term.  As a result, 
market conditions may be a more significant drag on profitability than the eight percent limit of 
rent control. 
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Interviews with Landlords and Property Managers 
 
As part of this study BAE contacted San José rental property owners, brokers and property 
managers in order to move beyond published data sources and to collect primary data regarding 
rent-controlled properties in the City.  BAE conducted 10 telephone interviews with property 
owners.  These interviews were arranged by a representative of the Tri County Apartment 
Association.   
 
Respondent Profile and Inventory of Units 
 
The San José property owners interviewed by BAE owned from one to 10 properties, with a 
minimum per-property total of eight units and a maximum per-property total of 103 units.  Most 
property owners had properties with a total of 10 to 35 units per property.  Overall, each of the 
respondents controlled inventories of from 30 to 125 units in San José.  The total inventory of units 
under management by the interview panel is approximately 450.  Of these units, a total of 278 are 
subject to the restrictions of the City’s Rent Control Ordinance.  Seventy percent of respondents are 
currently residents of San José, but few live in their rental properties.  Only one respondent lives in 
a rental property that he owns (although not a rent-controlled unit) and only one other respondent 
reported a family member living in one of his units.   
 
Respondents had purchased residential rental property in San José as early as 1970 and as late as 
1994, with the majority of respondents (63 percent) having bought their first San José property in 
the 1970s.  Reasons for purchasing residential rental property in San José included the opportunity 
for long-term capital gains, retirement security, future security for family members, and income 
from residential rents.  The potential income and long term gains were cited most frequently.  All 
respondents reported owning their properties as either sole proprietors or as part of a partnership; 
nearly all those who reported a partnership structure were in business with family members.  Thus, 
this interview sample represents the smaller “mom and pop” type of property owner in San José. 
 
Maintenance and Management 
 
Seventy percent of respondents reported personally maintaining and managing their units, while the 
other 30 percent said that they contribute a significant amount of their time to such roles for at least 
some of their units.  About half stated that they contribute an average of approximately 20 hours 
per week on these roles, while 30 percent reported spending 40 hours or more.  Twenty percent 
reported having at least one property in which the manager resides on the premises, and 20 percent 
had an on-site staffed management office for at least one of their properties.  Of the respondents 
who were able to estimate their expenses, 85 percent reported spending at least 50 percent of their 
gross rental income on mortgage payments and property taxes.  One property owner stated that his 
mortgage and property tax costs ranged from 10 percent to 120 percent, depending on how long he 
had owned the building in question.  Regular maintenance costs were reported to be anywhere from 
five to 40 percent of gross rental income.  About half of respondents reported maintenance costs of 
15 percent of gross rental income or less, and half reported costs closer to 30 percent of gross rental 
income.  When asked what percentage of their gross personal income comes from ownership of 
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residential rental property in San José, respondents reported anywhere from one percent to 75 
percent, with 60 percent of those who furnished this information earning at least 50 percent of their 
income from rental property ownership. 
 
Occupancy Trends and Tenant Profile 
 
Nearly all respondents reported turnover of units this past year.  Nearly half of the owners reported 
an annual turnover rate of 10 to 20 percent for the past 12 months, and 20 percent reported turnover 
of nearly 50 percent of their units.  These rates are similar to those indicated by Census data. 
 
Most respondents stated that cash flows for their properties are only slightly affected by delinquent 
rental payments.  While most reported that they eventually receive rents and are able to be 
relatively flexible with their tenants, 20 percent of respondents cited delinquent rental payments as 
having a serious effect on cash flow.   
 
Almost all of the respondents reported having undertaken at least one formal eviction in the past 
five years.  While 70 percent reported having undertaken less than five evictions during that time, 
25 percent reported having evicted anywhere from eight to 12 tenants in the past five years, 
primarily for nonpayment of rent.  All but one of the current property owners and managers 
interviewed by BAE reported having vacancies in their San José units, with 25 percent 
experiencing vacancy rates of approximately four percent, and the remaining 75 percent reporting 
vacancy rates of eight to 13 percent.  Two respondents had units that were currently being held off 
the market; both respondents cited reasons of renovations and maintenance, and planned to rent the 
units within one month’s time.   
 
Seventy percent of property owners and managers currently have Section 8 tenants living in at least 
one of their units.  Most respondents estimated that their tenants’ income was somewhat diverse, 
with most of them being lower and middle-income households although 20 percent surmised that 
their tenants were primarily lower income.   
 
Rent Trends 
 
All of the respondents reported having decreased rents over the past year.  While one property 
owner was able to maintain rents on some of his units, one landlord reported that his rents had 
fallen nearly 33 percent.  Similarly, another reported dropping the rent on a three-bedroom/two-
bath unit from $1,900 to $1,300 per month, and yet another also reported a 33 percent decrease in 
rents, from $1,500 down to $1,000 per month over the course of one year.  All current owners and 
managers reported that they have raised rents the maximum allowable eight percent over the course 
of their tenure.  One respondent stated that up until the boom of 2000 he raised them eight percent 
every year.  Another said that in typical years he raises rents four to five percent.  A more common 
response was that when the market was soft property owners would take advantage and raise rents 
the maximum allowable, but that this was not a typical scenario, especially over the last few years.   
 
Most respondents determine their rent levels by looking at other rental properties in the area (in 
newspaper classifieds and online sources such as craigslist) and determining what the market will 
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bear.  One property owner reported that he takes the median for comparable rental properties in the 
area and deducts five dollars to set his rents.  Another reported a similar method of looking at the 
local market and trying to keep his rents at about $30 or $40 lower, especially if he had significant 
maintenance expenses that year.   
 
Rents reported for one-bedroom units ranged from $785 to $845 per month, while two-bedroom 
units rented for $850 to $1,100 per month.  Most landlords who specified which utilities were 
covered in these rents paid for garbage and water (with the exception of one respondent who did 
not pay garbage), with tenants being responsible for gas and electricity.   
 
Ninety percent of respondents reported that their San José rental units were profitable over the last 
year.  Every single one gave the caveat that this was the case because they had owned their units 
for a significant period of time.  Those that own a number of properties stated that profits from 
older properties carried the losses incurred on newer ones.   
 
Reactions to the Ordinance 
 
When asked how they felt about the Rent Control Ordinance and whether there is anything about it 
that they would like to change, respondents cited their inability to catch up to market rents, the 
inequity of units subject to the ordinance, and the difficulty of removing problem tenants as major 
difficulties.  Many property owners conveyed the difficulty that they have in managing their 
investment; some believe that the Ordinance creates a lack of incentive for continued maintenance 
of buildings and units.  One respondent stated that he was unable to recover a significant capital 
investment of $20,000 per year over six years for one of his buildings because his expenses were 
spread out over that period, thus appearing to be typical and not “extraordinary.”  He says that he 
no longer makes capital improvements as they are needed, but rather waits until there are many 
maintenance needs at his properties so as to be able to demonstrate increased capital costs over and 
above typical expenses.  While some respondents stated that in the current market, the Ordinance’s 
eight percent allowable rent increase is a non-issue, others maintained that with the constraint of 
the eight percent, they are never able to reach competitive market rents.   
 
Many respondents believe that the Ordinance, which they see as existing to police a small 
percentage of delinquent landlords, discriminates against honest property owners such as 
themselves.  Additionally, some went so far as to question why the Ordinance is applied to the 
owners of older buildings and not to others with newer buildings and presumably less capital 
needs.  One of the most common complaints, mentioned by 50 percent of respondents, was the 90-
day eviction notice and what they see as the subsequent inability of landlords and managers to 
remove problem tenants.  Many went on to lament the loss of quality tenants because unruly, 
irresponsible, and even violent tenants were able to remain on the premises for 90 days.   
 
When asked whether rent control has significantly affected their ability to maintain rental property 
in San José, most respondents stated that the Ordinance has slightly affected them, while 30 percent 
stated that it has not affected them financially and 10 percent stated that it has significantly affected 
their ability to maintain their properties.  Those that believed that rent control has not significantly 
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hampered their financial ability to maintain units cited the need to be more selective with tenants, 
to tightly control expenses, and long-term ownership as mitigating factors.   
 
When asked for further comments about the ordinance, respondents gave many of the same 
sentiments.  Some respondents restated concerns over the perceived inequity of the Ordinance.  
Others echoed what they see as a bias against property owners and a manifestation of the 
perception that all are slumlords seeking to take advantage of their tenants.  Many cited the 90-day 
eviction notice requirement as the ultimate bureaucratic manifestation of this bias.  One landlord 
stated his belief that the City should provide more effective mediation rather than writing the 
Ordinance to account for the lowest common denominator at the expense of honest property 
owners.  Some respondents suggested that small property owners and “mom and pop” landlords 
should be consulted for input into the Ordinance and any changes made to it in the future.  Finally, 
perhaps the most commonly echoed complaint was the difficulty of landlords of rent controlled 
units to catch up to a stabilizing market, and the subsequent disincentive to maintain those units in 
a responsible way. 
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Conclusions and Recommendations 
 
Conclusions 
 
San Jose’s Rent Control Ordinance Affects 28% of San Jose Renters 
 Based on the analysis in this report, approximately 95,000 renters live in approximately 33,000 

rental units subject to San Jose’s rent control ordinance.  This is equivalent to 28 percent of the 
City’s renter population and 31 percent of the number of renter households.   

 
 When considering the total population of San Jose, both owners and renters, slightly more than 

one in ten residents lives in a rent-controlled unit.   
 
San Jose’s Rent Control Ordinance: Favorable to Landlords Compared to Other Cities 
 San Jose is one of 15 cities in California with established rent control on permanent housing 

units.  In total, these 15 cities contain almost 20 percent of the state’s total population.   
 
 San Jose’s ordinance is among the most favorable towards property owners of the cities 

inventoried for this report.  In 12 of the other cases, the ordinances limit rent increases to the 
Consumer Price Index (CPI) or a portion thereof, each year.  At an allowable increase of eight 
percent per year, San Jose’s ordinance far exceeds the CPI rate of increase for the past decade 
or more.  In 2 rent control ordinance cases - Fremont and Campbell - the ordinances do not 
limit rent increases each year, but instead use a mediation process if the tenant objects to the 
rent increase.  Thus for these two situations, it is difficult to ascertain the overall impact of the 
process in terms of absolute allowable rent increases. 

 
 San Jose is also favorable to the property owner in terms of the absence of “just cause” eviction 

regulations.  Most other rent controlled cities have adopted just cause eviction controls, seeking 
to limit evictions as a method to avoid controlled rental rate increases.  

 
San Jose’s Rent-Controlled Increases Keep Pace Or Exceed the Market Over Long Term 
One of the main criticisms of rent control limitations in San Jose is the lack of ability for smaller, 
long term property owners to increase rents commensurate with the marketplace, when rents are 
rising rapidly.   
 
 Market rate rents have averaged less than 8 percent per year as allowed by the rent control 

ordinance.  Data for market rate apartment complexes indicates that rents have averaged a 5.4 
percent increase per year between 1993 and 2003 (September).   

 
 It should be noted that this finding depends on what point in the economic cycle that market 

rate rents are being measured.  For 1993 to the peak years of the economic boom in 2001, 
market rate rents rose an average of more than 12 percent per year.  This contributes to the 
perception that rent-controlled units are not “keeping pace” during boom times, and property 
owners are also subject to market conditions during “bust” times, resulting in a feeling that it is 
difficult to “catch up.” 
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 Based on detailed Census data for 1990 and 200, rents for Rent-Controlled Units actually rose 

significantly more than for Exempt Multifamily Units.  Over the decade, the median contract 
rent for Rent-Controlled Units rose 54 percent to $900, while the median contract rent for 
Exempt Multifamily Units rose only 40 percent to $1,000.  At both ends of the time period, 
however, actual Rent-Controlled units’ median rents were lower than the Exempt Units, 
leading to the impression that owners of Rent-Controlled Units can never “catch up.”  More 
detailed analysis would be needed to ascertain whether these rent levels were influenced by 
factors such as the age, location, or amenities’ differences between Rent-Controlled and 
Exempt Units in terms of the lower median rents experienced by property owners of rent-
controlled units. 

 
 Market conditions affect the year-to-year ability of market rate landlords to raise rents and 

achieve steady profitability on their investments.  The certainty of being able to raise rents up 
to 8% per year for rent controlled units will also be influenced by these market conditions if 
market rate rents are rising more slowly that year, or declining from the year before.   

 
Financial Return  for Rent-Controlled Property Owners Depends on Variety of Factors 
 
 The financial analysis conducted for this report suggests that factors such as when the property 

was purchased/purchase price, and general marketplace rent trends, can substantially impact 
return to the investor.   

 
 Neither date of purchase/purchase price, nor general market rent trends, are directly influenced 

by the Ordinance or its allowable rent increase per year.   
 
 Over the long term (between 1993 and 2003), the Ordinance allowed for a greater rent 

increases than the marketplace rent trend, except for the “boom” economic period in the late 
1990s/2000. 
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Recommendations 
 
 Monitor Marketplace Rent Trends.  In order to track changing marketplace conditions and 

better understand how the Ordinance is affecting San Jose’s tenants and property owners, the 
City should monitor market rate rent trends.  Use of RealFacts for year-to-year review, plus the 
10 year trend from detailed Census data (to track the pre-1979 Rent Controlled Unit 
performance) are both recommended. 

 
 Periodically Evaluate Investor Profitability.  The City should periodically review and 

monitor the relationships between rent-controlled rents, owner expenses, and purchase prices 
of investment properties.  This monitoring will allow an evaluation of Ordinance’s relationship 
to marketplace trends and investor returns.   

 
 Consider Relaxing Ordinance Rent Limits Only After Sustained Market Rent Spikes.  

When market rate rents spike (increase rapidly and substantially above typical 5 to 6 percent 
increase due to strong economy), property owners subject to the Ordinance will likely seek 
relaxation of rent increase limits.  However, these are also the periods of time when providing 
stability in the rental market for the City’s work force typically becomes most critical.  Thus, 
this recommendation is made with the understanding that although year-to-year market rent 
“spikes” may return. a longer term view of managing rent limits is recommended, so that only 
after two to three years of sustained rent spikes, the City may want to consider relaxing the 
Ordinance’s fixed limits on rent increases.  The monitoring and evaluation recommendations 
above will assist in determining when the market rent spikes have become sustained and are 
exceeding the current Ordinance’s limits over the long term. 

 
 Assess the Impact of Ordinance on Rental Housing Blight and Deferred Maintenance.  

Interviews with owners of rent-controlled properties underscored some of the common 
complaints found in other California cities with rent control.  Many landlords and property 
managers noted that the Ordinance sometimes inadvertently discourages capital investment.  In 
addition, some owners view the exemption of properties built after 1979 as an unfair 
application of the regulation.  San Jose’s Ordinance does allow for capitalizing the cost of 
improvements into the rent increase beyond the allowable eight percent limit; however, this 
study did not independently quantify the effectiveness of this aspect of the ordinance in San 
Jose.  It may be useful for the City to conduct further analysis of the financial implications of 
capital improvements through a case study approach, and/or by mapping ‘blighted” properties 
subject to rent control to identify these patterns.   

 
 Mitigate Potential Impacts of Ordinance to Encourage Maintenance.  If the above 

recommended analysis indicates a correlation between rent control and blight or substantial 
deferred maintenance. rent controlled units could be given a high priority for access to the 
City’s available loans for housing rehabilitation.   
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Appendix A: Housing Data Tables 
 



Appendix A-1: Population, Household, Age, and Income Trends in San Jose, Santa Clara County, and California

SAN JOSE SANTA CLARA COUNTY CALIFORNIA
Change Change Change

1990 2000 90-00 1990 2000 90-00 1990 2000 90-00
Total Population 782,248 894,943 14.4% 1,497,577 1,682,585 12.4% 29,760,021 33,871,648 13.8%

Number of Households 250,218 276,598 10.5% 520,180 565,863 8.8% 10,381,206 11,502,870 10.8%

Average Household Size 3.08       3.20 2.81 2.92 2.79 2.87

Age Distribution (b)
Under 18 26.7% 26.4% 24.0% 24.7% 26.0% 27.3%
18 - 24 11.7% 9.9% 11.4% 9.3% 11.5% 9.9%
25 - 34 21.3% 18.0% 21.2% 17.8% 19.1% 15.4%
35 - 54 26.4% 29.8% 27.2% 30.6% 25.3% 29.0%
55 - 65 6.7% 7.6% 7.5% 8.0% 7.5% 7.7%
65 and over 7.2% 8.3% 8.7% 9.5% 10.5% 10.6%

Median Age 30.6 32.6 31.0 34.0 31.0 33.3

Household Income Distribution 1990 2000 1990 2000 1990 2000
Under $15,000 11.9% 7.8% 11.1% 7.4% 18.9% 14.0%
$15,000 - $24,999 10.9% 6.5% 10.2% 6.0% 15.2% 11.5%
$25,000 - $34,999 12.6% 7.3% 12.3% 7.0% 14.7% 11.4%
$35,000 - $49,999 19.0% 11.9% 18.3% 11.2% 18.2% 15.2%
$50,000 - $74,999 25.0% 20.1% 23.9% 18.8% 18.4% 19.1%
$75,000 - $99,999 12.5% 15.7% 12.8% 15.0% 7.6% 11.5%
$100,000 - $149,999 6.4% 18.6% 8.2% 18.7% 4.6% 10.4%
$150,000 and higher 1.6% 12.2% 3.2% 15.9% 2.5% 6.9%

Median Household Income $46,206 $70,243 $48,115 $74,335 $35,798 $47,493

Sources:  Bay Area Economics, based on information from 1990 and 2000 U.S. Census 



Appendix A-2: Population and Household Projections

Projected Change, 
2005-2020

2005 2010 2015 2020 Number Percent

SAN JOSE

Population 956,300 1,013,900 1,072,400 1,147,800 191,500 20.0%

Households 294,160 312,150 332,020 357,430 63,270 21.5%

SANTA CLARA COUNTY

Population 1,788,300 1,887,400 1,977,700 2,089,400 301,100 16.8%

Households 596,760 629,360 662,090 702,370 105,610 17.7%

BAY AREA (a)

Population 7,193,900 7,527,500 7,840,200 8,168,300 974,400 13.5%

Households 2,581,380 2,702,090 2,824,030 2,950,970 369,590 14.3%

Sources: Association of Bay Area Governments, Projections 2003 ; BAE, 2003.

Notes: (a) Nine county Bay Area includes Alameda, Contra Costa, Marin, Napa, San Francisco, San Mateo, 
Santa Clara, Solano and Sonoma Counties.



Appendix A-3: Household Type and Tenure for San Jose, Santa Clara County, and California, 2000

SAN JOSE SANTA CLARA COUNTY CALIFORNIA
Number Percent Number Percent Number Percent

Tenure:
Owner Occupied Units 170,950 61.8% 338,661 59.8% 6,546,334 56.9%
Renter Occupied Units 105,648 38.2% 227,202 40.2% 4,956,536 43.1%

Household Type:
Family Households 203,681 73.6% 395,561 69.9% 7,920,049 68.9%
Non-Family Households 72,917 26.4% 170,302 30.1% 3,582,821 31.1%

Source: Bay Area Economics, based on information from the 2000 U.S. Census



Appendix A-4: Household Characteristics by Tenure for San Jose, Santa Clara County, and California, 2000

San Jose Santa Clara County California
Owner Renter Owner Renter Owner Renter

Average HH Size 3.22 3.16 3.00 2.80 2.93 2.79

Household Size
One Person 15.6% 23.0% 17.2% 27.7% 18.9% 29.6%
Two Persons 29.1% 25.1% 31.9% 28.1% 32.9% 25.3%
Three Persons 17.7% 16.6% 17.5% 16.2% 16.2% 15.8%
Four Persons 18.2% 14.3% 17.7% 12.8% 16.2% 13.1%
Five Persons 9.3% 8.8% 8.2% 6.9% 8.2% 7.8%
Six or More Persons 10.2% 12.2% 7.5% 8.3% 7.5% 8.4%

Total Persons 550,177 333,902 1,017,165 635,706 19,203,261 13,848,633

Age of Householder
15 to 24 0.8% 8.1% 0.6% 7.5% 1.0% 9.6%
25 to 34 13.2% 32.5% 11.0% 34.4% 10.4% 29.3%
35 to 44 28.2% 26.7% 26.4% 26.6% 23.2% 25.8%
45 to 64 40.8% 23.7% 41.6% 22.5% 40.6% 24.4%
65 and Over 17.0% 9.0% 20.5% 8.9% 24.8% 10.9%

 2000 Household Income
Under $10,000 2.4% 8.9% 2.3% 7.8% 4.1% 14.2%
$10,000 - $14,999 1.7% 5.2% 1.8% 4.5% 3.4% 8.7%
$15,000 - $19,999 2.1% 4.6% 2.1% 4.0% 3.7% 8.2%
$20,000 - $24,999 2.2% 5.5% 2.3% 4.6% 4.2% 8.1%
$25,000 - $34,999 5.2% 10.9% 5.1% 9.8% 9.0% 14.7%
$35,000 - $49,999 9.4% 16.1% 8.8% 14.8% 14.1% 16.6%
$50,000 - $74,999 18.9% 21.7% 16.9% 21.7% 21.5% 15.8%
$75,000 - $99,999 17.5% 12.4% 15.8% 13.8% 15.0% 6.9%
$100,000 - $149,999 23.7% 10.0% 22.9% 12.2% 14.7% 4.5%
$150,000 and higher 16.9% 4.6% 22.1% 6.7% 10.3% 2.3%

Median HH Income $85,756 $48,608 $91,407 $54,010 $62,155 $31,912

2000 Housing Costs as
 Percent of Income

Less than 20% 43.0% 29.8% 45.5% 32.8% 42.9% 29.8%
20% - 24% 15.0% 14.8% 14.2% 15.4% 14.2% 13.9%
25% - 29% 11.7% 12.1% 11.1% 12.1% 11.4% 11.6%
30% - 34% 8.4% 9.6% 7.8% 8.9% 8.1% 8.6%
35% or More 21.9% 33.6% 21.3% 30.8% 23.4% 36.1%

Median 22.3% 27.2% 21.6% 25.7% 22.5% 27.7%

Year Householder Moved
 Into Unit

1999 to March 2000 11.3% 36.4% 10.4% 37.9% 11.1% 34.9%
1995 to 1998 25.2% 38.7% 24.1% 38.3% 24.7% 40.6%
1990 to 1994 16.7% 14.7% 16.4% 13.9% 18.0% 13.5%
1980 to 1989 21.4% 7.4% 20.7% 7.2% 21.2% 7.4%
1970 to 1979 15.3% 2.0% 15.3% 2.0% 13.7% 2.5%
1969 or earlier 10.2% 0.7% 13.0% 0.7% 11.4% 1.1%

Source: 2000 U.S. Census SF1 and SF3.



Appendix A-5a: Housing Problems for Households in San Jose, 1990

Elderly Small Related Large Related All Total All Total Total
1 & 2 (2 to 4) (5 or more) Other Renters Other Owners Households

member Households Owners
households

(A) (B) (C) (D) (E) (F) (G) (H) (I)
1. Very Low Income (Household Income <=50% MFI) 6,069 12,191 8,700 7,413 34,373 9,250 9,229 18,479 52,852
2. Household Income <=30% MFI 4,250 6,439 4,463 4,032 19,184 4,677 3,549 8,226 27,410

% with any housing problems 73.8 90.1 97.4 83.9 86.9 62.7 77.9 69.3 81.6
% Cost Burden > 30% 73.5 84.3 87.4 83 82.4 62.3 73.2 67 77.7
% Cost Burden > 50% 50.9 74.8 72.7 71.9 68.4 39.3 59.8 48.1 62.3

3. Household Income 31 to 50% MFI 1,819 5,752 4,237 3,381 15,189 4,573 5,680 10,253 25,442
% with any housing problems 74.4 90.6 96.8 88.6 89.9 30.9 74 54.8 75.8

% Cost Burden > 30% 73 83.2 74.4 86.2 80.2 30.8 65.9 50.2 68.1
% Cost Burden > 50% 32.1 32.8 23.8 39.3 31.7 10.4 47.8 31.1 31.5

4. Other Low-Income (Household Income 51% to 80% MFI) 707 4,449 2,643 2,881 10,680 3,093 6,419 9,512 20,192
% with any housing problems 68.9 78.5 94.7 75 81 19.9 69.6 53.4 68

% Cost Burden > 30% 66.2 63 44 72.2 61 19.9 61.9 48.3 55
% Cost Burden > 50% 15.6 9.5 5.8 9.1 8.9 8.4 29.6 22.7 15.4

5. Moderate Income (Household Income 81% to 95% MFI) 450 4,203 2,178 2,975 9,806 2,145 7,580 9,725 19,531
% with any housing problems 60.7 56.4 86.9 49.5 61.3 13.1 66.6 54.8 58

% Cost Burden > 30% 57.6 42 25 45.2 39.9 13.1 57.5 47.7 43.8
% Cost Burden > 50% 11.8 3.3 0 2.5 2.7 4.7 18.4 15.4 9

6. Total Households 8,353 39,540 19,244 28,104 95,241 24,259 131,550 155,809 251,050
% with any housing problems 65.7 53 85.1 44.8 58.2 25.4 41.9 39.3 46.5

Definitions:
Any housing problems: cost burden greater than 30% of income and/or overcrowding and/or without complete kitchen or plumbing facilities.
Other housing problems: overcrowding and/or without complete kitchen or plumbing facilities.

Source: CHAS Data Book, derived from U.S. 1990 Census SF3.

Renters Owners

Household by Type, Income, & Housing Problem
Elderly



Appendix A-5b: Housing Problems for Households in San Jose, 2000

Elderly
Small 

Related
Large 

Related All Total Elderly
Small 

Related
Large 

Related All Total Total
1 & 2 (2 to 4) (5 or more) Other Renters 1 & 2 (2 to 4) (5 or more) Other Owners Households

member Households member Households
households households

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (L)

1. Very Low Income(Household Income <=50% MFI) 7,135 14,347 9,124 8,235 38,841 9,769 5,927 3,494 2,924 22,114 60,955
2. Household Income <=30% MFI 5,539 7,258 4,480 4,841 22,118 4,864 2,626 1,172 1,523 10,185 32,303
3. % with any housing problems 69.6 90.2 97.3 73.3 82.8 63.5 79.0 92.0 73.7 72.3 79.5 
4. % Cost Burden >50% and other housing problems 5.1 29.6 55.0 5.7 23.4 0.2 7.8 35.2 0.9 6.3 18.0 
problems 1.6 7.4 19.5 0.3 6.9 0.5 2.6 9.2 0.0 2.0 5.3 
6. % Cost Burden <=30% and other housing problems 3.3 6.7 11.1 2.6 5.8 0.6 2.8 15.4 0.0 2.8 4.9 
7. % Cost Burden >50% only 42.0 39.6 10.1 59.4 38.6 44.6 57.5 29.8 66.2 49.4 42.0 
8. % Cost Burden >30% to <=50% only 17.6 6.8 1.6 5.2 8.1 17.7 8.3 2.4 6.6 11.9 9.3 
9. Household Income >30% to <=50% MFI 1,596 7,089 4,644 3,394 16,723 4,905 3,301 2,322 1,401 11,929 28,652
10. % with any housing problems 70.5 86.5 95.5 82.5 86.7 36.3 76.5 92.5 66.5 61.9 76.4 
11. % Cost Burden >50% and other housing problems 3.6 4.6 7.7 0.9 4.6 0.2 4.3 23.0 0.3 5.8 5.1 
problems 2.9 18.7 44.2 3.4 21.2 0.0 4.7 24.6 1.1 6.2 14.9 
13. % Cost Burden <=30% and other housing problems 5.6 11.4 33.7 1.9 15.1 0.5 5.5 17.5 0.9 5.2 11.0 
14. % Cost Burden >50% only 31.9 21.0 3.2 33.4 19.6 18.0 45.0 16.5 48.1 28.7 23.4 
15. % Cost Burden >30% to <=50% only 26.5 30.8 6.6 43.0 26.1 17.7 17.0 10.9 16.2 16.0 21.9 
16. Household Income >50 to <=80% MFI 777 5,914 3,517 3,978 14,186 3,818 5,670 3,273 1,768 14,529 28,715
17. % with any housing problems 55.6 66.1 90.3 67.1 71.8 26.0 69.2 87.3 70.8 62.1 66.9 
18. % Cost Burden >50% and other housing problems 1.3 0.1 0.1 0.1 0.2 0.1 2.5 6.7 0.0 2.5 1.3 
problems 1.3 7.7 13.1 1.7 7.0 0.0 5.7 25.8 0.6 8.1 7.6 
19. % Cost Burden <=30% and other housing problems 5.4 22.3 66.5 5.7 27.7 0.3 6.4 26.4 0.6 8.6 18.0 
20. % Cost Burden >50% only 14.7 3.9 0.8 10.0 5.4 10.7 25.3 6.7 33.8 18.3 12.0 
21. % Cost Burden >30% to <=50% only 32.9 32.2 9.7 49.7 31.6 14.9 29.1 21.8 35.8 24.5 28.0 
22. Household Income >80% MFI 1,502 22,438 8,661 17,749 50,350 13,908 73,839 25,614 18,404 131,765 182,115
23. % with any housing problems 29.0 29.2 67.4 18.9 32.1 12.3 24.7 50.4 28.8 28.9 29.8 
24. % Cost Burden >50% and other housing problems 0.7 0.0 0.0 0.0 0.0 0.0 0.1 0.5 0.0 0.2 0.1 
problems 1.6 1.0 0.9 0.1 0.7 0.0 1.1 4.5 0.1 1.5 1.3 
26. % Cost Burden <=30% and other housing problems 3.9 19.4 63.9 5.9 21.9 0.4 4.0 33.1 0.9 8.8 12.4 
27. % Cost Burden >50% only 2.2 0.1 0.0 0.7 0.3 1.9 2.7 1.2 3.8 2.5 1.9 
28. % Cost Burden >30% to <=50% only 20.6 8.7 2.6 12.2 9.2 10.0 16.7 11.0 24.1 15.9 14.1 
29. Total Households 9,414 42,699 21,302 29,962 103,377 27,495 85,436 32,381 23,096 168,408 271,785
30. % with any housing problems 62.1 54.2 83.6 41.3 57.2 27.5 31.3 58.7 37.3 36.8 44.5 

1990 Comparative Data for lines 29 and 30:

Total Households 8,353 39,540 19,244 28,104 95,241 24,259 NA NA NA 155,809 251,050
% with any housing problems 65.7 53 85.1 44.8 58.2 25.4 NA NA NA 39.3 46.5

Any housing problems: cost burden greater than 30% of income and/or overcrowding and/or without complete kitchen or plumbing facilities.
Other housing problems: overcrowding and/or without complete kitchen or plumbing facilities.

Source: CHAS Data Book, derived from U.S. 2000 Census SF3.

Household by Type, Income, & Housing Problem

Renters Owners



Appendix A-6: Distribution by Structure Size and Tenure, 1990-2000

1990 Tenure

Type of Total Owner Renter Vacant
Structure Number Percent Number Percent Number Percent Number Percent
  Single Family, Detached 150,207 57.9% 120,237 78.4% 26,927 27.8% 3,043 33.3%
  Single Family, Attached 24,729 9.5% 14,774 9.6% 9,109 9.4% 846 9.2%
  Multi-Family, 2-4 Units 20,705 8.0% 2,965 1.9% 16,871 17.4% 869 9.5%
  Multi-Family, 5-9 Units 12,379 4.8% 1,828 1.2% 9,793 10.1% 758 8.3%
  Multi-Family, 10-19 Units 14,162 5.5% 1,110 0.7% 11,940 12.3% 1,112 12.2%
  Multi-Family, 20-49 Units 12,501 4.8% 527 0.3% 10,710 11.1% 1,264 13.8%
  Multi-Family, 50+ Units 10,358 4.0% 277 0.2% 9,387 9.7% 694 7.6%
  Mobile Home 11,743 4.5% 10,413 6.8% 894 0.9% 436 4.8%
  Boat, RV, Van, etc. 2,581 1.0% 1,226 0.8% 1,230 1.3% 125 1.4%

Total 259,365 100.0% 153,357 100.0% 96,861 100.0% 9,147 100.0%

2000 Tenure

Type of Total Owner Renter Vacant
Structure Number Percent Number Percent Number Percent Number Percent
  Single Family, Detached 161,962 57.5% 133,803 78.3% 26,450 25.0% 1,709 32.3%
  Single Family, Attached 27,560 9.8% 17,820 10.4% 9,297 8.8% 443 8.4%
  Multi-Family, 2-4 Units 23,154 8.2% 4,032 2.4% 18,618 17.6% 504 9.5%
  Multi-Family, 5-9 Units 13,525 4.8% 2,726 1.6% 10,352 9.8% 447 8.5%
  Multi-Family, 10-19 Units 12,922 4.6% 995 0.6% 11,423 10.8% 504 9.5%
  Multi-Family, 20-49 Units 11,443 4.1% 690 0.4% 10,286 9.7% 467 8.8%
  Multi-Family, 50+ Units 20,121 7.1% 1,204 0.7% 18,036 17.1% 881 16.7%
  Mobile Home 10,658 3.8% 9,277 5.4% 1,079 1.0% 302 5.7%
  Boat, RV, Van, etc. 361 0.1% 278 0.2% 51 0.0% 32 0.6%

Total 281,706 100.0% 170,825 100.0% 105,592 100.0% 5,289 100.0%

Change, 1990-2000 Tenure

Total Owner Renter Vacant
Type of Percent Percent Percent Percent
Structure Number Change Number Change Number Change Number Change
  Single Family, Detached 11,755 7.8% 13,566 11.3% -477 -1.8% -1,334 -43.8%
  Single Family, Attached 2,831 11.4% 3,046 20.6% 188 2.1% -403 -47.6%
  Multi-Family, 2-4 Units 2,449 11.8% 1,067 36.0% 1,747 10.4% -365 -42.0%
  Multi-Family, 5-9 Units 1,146 9.3% 898 49.1% 559 5.7% -311 -41.0%
  Multi-Family, 10-19 Units -1,240 -8.8% -115 -10.4% -517 -4.3% -608 -54.7%
  Multi-Family, 20-49 Units -1,058 -8.5% 163 30.9% -424 -4.0% -797 -63.1%
  Multi-Family, 50+ Units 9,763 94.3% 927 334.7% 8,649 92.1% 187 26.9%
  Mobile Home -1,085 -9.2% -1,136 -10.9% 185 20.7% -134 -30.7%
  Boat, RV, Van, etc. -2,220 -86.0% -948 -77.3% -1,179 -95.9% -93 -74.4%

Total 22,341 8.6% 17,468 11.4% 8,731 9.0% -3,858 -42.2%

Source: 1990 Census SF1; 2000 U.S. Census SF3.



Appendix A-7: San Jose Housing Units by Number of Bedrooms, 2000

All Occupied Units Owner Renter
Number Number Number

Number of Bedrooms of Units Percent of Units Percent of Units Percent

None (Studio) 18,265 6.6% 3,745 2.2% 14,520 13.8%
One 42,746 15.5% 9,207 5.4% 33,539 31.8%
Two 66,310 24.0% 33,343 19.5% 32,967 31.2%
Three 79,769 28.9% 62,755 36.7% 17,014 16.1%
Four 57,531 20.8% 50,949 29.8% 6,582 6.2%
Five or more 11,796 4.3% 10,826 6.3% 970 0.9%

Total 276,417 100.0% 170,825 100.0% 105,592 100.0%

Source: 2000 U.S. Census SF3.



Appendix A-8: Rental Housing Market Trends in San Jose, 1993-2003

 

Annual Average
Unit Type 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Studio/1bath $607 $605 $609 $690 $755 $884 $905 $1,226 $1,336 $986 $913
1 Bedroom/1 bath $725 $730 $758 $887 $986 $1,081 $1,115 $1,466 $1,520 $1,233 $1,133
2 Bedroom/1 bath $804 $807 $829 $940 $1,040 $1,149 $1,196 $1,459 $1,562 $1,314 $1,225
2 Bedroom/2 bath $933 $939 $984 $1,184 $1,322 $1,432 $1,464 $1,907 $1,919 $1,565 $1,471
2 Bedroom Townhouse $862 $873 $894 $1,014 $1,182 $1,327 $1,376 $1,769 $1,810 $1,469 $1,542
3 Bedroom/2 bath $982 $994 $1,069 $1,243 $1,391 $1,682 $1,687 $2,042 $2,223 $1,977 $1,857
3 Bedroom Townhouse $1,061 $1,061 $1,067 $1,222 $1,230 $1,396 $1,429 $1,333 $2,896 $2,208 $2,249
All units $794 $798 $831 $977 $1,089 $1,195 $1,236 $1,608 $1,662 $1,362 $1,270
% Change from Prior Year 0.5% 4.1% 17.6% 11.5% 9.7% 3.4% 30.1% 3.4% -18.1% -6.8%
Average Change since 1993 5.8% 7.4% 8.4% 8.0% 12.8% 12.1% 7.2% 5.4%

Average Historical Occupancy, All Units
Annual Average

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
96.0% 96.0% 96.9% 97.0% 97.0% 94.7% 95.6% 98.6% 94.3% 91.7% 91.4%

Absorption of Units
End of Year

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Units Built NA 324 654 0 1,689 826 54 1,829 1,283 367
Total Units 23,554 23,878 24,532 24,532 26,221 27,047 27,101 28,930 30,213 30,580
Occupancy Rate, end of year 96.3% 97.9% 97.0% 97.3% 93.7% 97.3% 98.5% 92.1% 92.6% 92.1%
Occupied Units 22,683 23,377 23,796 23,870 24,569 26,317 26,694 26,645 27,977 28,164
Units Absorbed N/A 694 419 74 699 1,748 378 -50 1,333 187

(a)  Through September 2003
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Appendix A-9: Population, Households, Age, and Income in 2000 for San Jose Rent-Controlled and Exempt Units

SAN JOSE CORE PUMAS

All Units
Renter-

Occupied
Rent-Controlled 

Units

Exempt 
Multifamily 

Units

Total Population 894,943 333,902 95,116 22,048

Number of Households 276,598 105,592 32,979 8,438

Average Household Size 3.20 3.16 2.88 2.61

Age Distribution

Under 18 26.4% NA 27.7% 24.6%
18 - 24 9.9% NA 13.9% 14.9%
25 - 34 18.0% NA 25.1% 28.0%
35 - 54 29.8% NA 23.9% 21.9%
55 - 65 7.6% NA 3.7% 3.2%
65 and over 8.3% NA 5.6% 7.4%

Median Age 32.6 NA 28.0 28.0

Household Income Distribution (a)

Under $15,000 7.8% 14.1% 18.9% 16.1%
$15,000 - $24,999 6.5% 10.1% 11.3% 11.7%
$25,000 - $34,999 7.3% 10.9% 15.0% 13.0%
$35,000 - $49,999 11.9% 16.1% 18.6% 17.1%
$50,000 - $74,999 20.1% 21.7% 21.0% 19.6%
$75,000 - $99,999 15.7% 12.4% 7.6% 10.6%
$100,000 and higher 30.8% 14.6% 7.5% 11.8%

Median Household Income $70,243 $48,608 $38,000 $42,000

(a)  1999 income of 2000 households.

Source: 2000 U.S. Census SF1, SF3, and PUMS.



Appendix A-10: Household Type and Year Householder Moved in, 2000

SAN JOSE CORE PUMAS

All Units Renter-Occupied

Rent-
Controlled 

Units

Exempt 
Multifamily 

Units
Number Percent Number Percent Percent Percent

Household Type:
Family Households 203,681 73.6% 67,952 64.3% 59.6% 53.5%
Non-Family Households 72,917 26.4% 37,696 35.7% 40.4% 46.5%

Year Householder Moved In:
1999 to March 2000 57,743 20.9% 38,474 36.4% 33.3% 38.3%
1995 to 1998 83,880 30.3% 40,837 38.7% 39.4% 41.0%
1990 to 1994 44,029 15.9% 15,559 14.7% 16.4% 14.4%
1980 to 1989 44,309 16.0% 7,827 7.4% 7.8% 6.3%
1970 to 1979 28,255 10.2% 2,141 2.0% 2.3% 0.0%
1969 or earlier 18,201 6.6% 754 0.7% 0.7% 0.0%

Source: 2000 U.S. Census, SF1, SF3, and PUMS.



Appendix A-11: Distribution by Units by Building Size and Number of Bedrooms, 2000

SAN JOSE CORE PUMAS

Type of All Units Renter-Occupied

Rent-
Controlled 

Units

Exempt 
Multifamily 

Units
Structure Number Percent Number Percent Percent Percent

  Multi-Family, 3-4 Units 17,403 23.1% 13,860 21.7% 28.4% 16.0%
  Multi-Family, 5-9 Units 13,525 17.9% 10,352 16.2% 17.8% 18.5%
  Multi-Family, 10-19 Units 12,922 17.1% 11,423 17.9% 17.8% 18.9%
  Multi-Family, 20-49 Units 11,443 15.2% 10,286 16.1% 14.8% 11.9%
  Multi-Family, 50+ Units 20,121 26.7% 18,036 28.2% 21.2% 34.8%

Total 75,414 100.0% 63,957 100.0% 100.0% 100.0%

SAN JOSE CORE PUMAS

All Units Renter-Occupied

Rent-
Controlled 

Units

Exempt 
Multifamily 

Units
Number of Bedrooms Number Percent Number Percent Percent Percent

None 18,265 6.6% 14,520 13.8% 22.1% 15.7%
One 42,746  15.5% 33,539 31.8% 41.8% 47.2%
Two 66,310 24.0% 32,967 31.2% 30.7% 32.4%
Three 79,769 28.9% 17,014 16.1% 4.8% 4.7%
Four or more 69,327 25.1% 7,552 7.2% 0.6% 0.0%

Total 276,417 100.0% 105,592 100.0% 100.0% 100.0%

Source: 2000 U.S. Census SF3 and PUMS.



Appendix A-12: Contract Rent, 2000

SAN JOSE CORE PUMAS

Renter-Occupied

Rent-
Controlled 

Units

Exempt 
Multifamily 

Units
Contract Rent Payment (a) Number Percent Percent Percent

Less than $250 3,818 3.6% 5.5% 5.1%
$250 to $499 5,578 5.3% 6.9% 5.7%
$500 to $749 11,681 11.1% 15.6% 7.1%
$750 to $999 26,311 25.0% 34.8% 26.5%
$1,000 to $1,249 23,738 22.5% 24.4% 28.2%
$1,250 to $1,499 14,685 13.9% 8.8% 18.2%
$1,500 to $1,999 14,171 13.4% 2.3% 5.2%
$2,000 or more 3,335 3.2% 1.0% 3.2%

No Cash Rent 2,097 2.0% 0.7% 0.8%

Total 105,414 100% 100% 100%

Median $1,045 $900 $1,000

Notes: 
(a) Only includes selected rental units reported by respondents to US Census long form. 
Source: 2000 U.S. Census SF3 and PUMS.



Appendix A-13: Trends in Contract Rent, 1990 - 2000

SAN JOSE CORE PUMAS

Renter-Occupied
Rent-Controlled 

Units
Exempt Multifamily 

Units
Contract Rent Payment (a) 1990 2000 1990 2000 1990 2000

Less than $250 4.4% 3.6% 6.3% 5.5% 7.3% 5.1%
$250 to $499 12.4% 5.3% 20.3% 6.9% 8.1% 5.7%
$500 to $749 42.3% 11.1% 61.0% 15.6% 43.7% 7.1%
$750 to $999 26.9% 25.0% 10.8% 34.8% 35.2% 26.5%
$1,000 or more 12.6% 53.1% 1.2% 36.5% 4.9% 54.8%

No Cash Rent 1.3% 2.0% 0.4% 0.7% 0.8% 0.8%

Total 100% 100% 100% 100% 100% 100%

Median $692 $1,045 $585 $900 $712 $1,000

Change in Median, 1990 - 2000 51% 54% 40%

Notes: 
(a) Only includes selected rental units reported by respondents to US Census long form. 
Source: U.S. Census 1990 SF1, 2000 SF3, and 1990 and 2000 PUMS.



Appendix A-14: Rent Burden, 1990 - 2000

SAN JOSE CORE PUMAS

Renter-Occupied Rent-Controlled Units
Exempt Multifamily 

Units
1990 2000 1990 2000 1990 2000

Housing Costs as
 Percent of Income

Less than 20% 23.5% 29.8% 20.0% 27.4% 22.4% 30.6%
20% - 24% 15.5% 14.8% 14.9% 13.9% 17.2% 12.4%
25% - 29% 14.2% 12.1% 14.6% 12.7% 13.1% 13.8%
30% - 49% 23.7% 25.4% 24.7% 23.5% 22.8%
50% or More 19.6% 25.0% 21.4% 23.8% 20.4%

Median 28.9% 27.2% 30.3% 28.0% 29.0% 27.0%

Note: Excludes units with no cash rent.

Source: U.S. Census 2000 SF3 and PUMS.

{ 46.9% }



Appendix A-15: Additional Comparisons of Rent-Controlled and Exempt Units, 2000

Median Household Income by Year Householder Moved In

Rent-
Controlled 

Units

Exempt 
Multifamily 

Units

Year Householder Moved In:
Median HH 

Income
Median HH 

Income

1999 to March 2000 $38,000 $42,000
1995 to 1998 $39,800 $45,000
1990 to 1994 $42,000 $36,500
1980 to 1989 $25,700 $28,000
1979 or earlier $30,000 NA

Median Contract Rent by Year Householder Moved In

Rent-
Controlled 

Units

Exempt 
Multifamily 

Units

Year Householder Moved In:
Median 

Rent
Median 

Rent

1999 to March 2000 $960 $1,100
1995 to 1998 $900 $1,000
1990 to 1994 $860 $850
1980 to 1989 $760 $800
1979 or earlier $630 NA

Median Contract Rent by Year Built
Rent-

Controlled 
Units

Exempt 
Multifamily 

Units

Year Built:
Median 

Rent
Median 

Rent

1999 to March 2000 NA NA
1995 to 1998 NA NA
1990 to 1994 NA NA
1980 to 1989 NA $1,000
1970 to 1979 $980 NA
1969 or earlier $850 NA

Source: 2000 U.S. Census PUMS.
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Appendix B: Methodology for PUMS Analysis 
 
As part of the San José Rent Control Economic Study, BAE has focused on describing the 
characteristics of the rental stock subject to the rent increase restrictions as described in the 
Ordinance.  Unfortunately, published data from the U.S. Census and other sources does not 
describe this particular subset of the housing stock.  BAE then turned to two potential sources to 
undertake this analysis: the Public Use Microdata Sample from the decennial Census, and 
microdata from the American Housing Survey.  These microdata consist of the actual responses of 
individuals and households that can then be manipulated by statistical software to create user-
defined tables and undertake specialized analysis not possible with published data from the same 
sources.  Preliminary analysis of the American Housing Survey Microdata indicated hat the sample 
sizes for units likely subject to rent control in San José was very limited, so no analysis was 
undertaken with this data set.  This left the PUMS data as a potential source of information to 
describe San José’s rent-controlled housing stock in detail. 
 
The Public Use Microdata Sample (PUMS) data consist of a sample of actual individual responses 
from the decennial Census, grouped into Public Use Microdata Areas (PUMAs) of at least 100,000 
in population, with some edits to the data to preserve the confidentiality of individual households 
and respondents.  The two different population samples available for the 2000 Census are a five 
percent sample and a one percent sample.  The analysis here uses the five percent sample from 
1990 and 2000.   
 
The data set includes two types of records: person records, and housing unit records.  Data 
available include various characteristics of persons, households, and housing units.  Personal 
information includes age, sex, race, educational attainment, type of school attended, personal 
income, and employment status and type of work.  Household information includes number of 
persons in household, family structure of household, and household income.  Housing unit 
information includes type of unit and number of units in structure, owner/renter status, vacancy 
status, year structure built, number of rooms and bedrooms, gross rent, and value for single-family 
houses.  Records in the PUMS sample are weighted so as to represent the entire population and 
housing stock.  By selecting for rental units built before 1980 and in structures of more than two 
units, it is possible to approximate the housing stock subject to the rent provisions of the 
Ordinance. 
 
Because PUMS data are a small sample of the population and are only available for relatively large 
geographic areas of over 100,000 population, there are some limits on its use for analysis.  
Essentially, there is a tradeoff between the level of detail and geography; as analysis gets more 
fine-grained, larger areas are needed to provide adequate sample size.  Adequate sample size is 
necessary to ensure statistically reliable results. 
 
In the case of San José, the geographic areas for which PUMS data are available are particularly a 
problem, since they do not follow the City’s boundaries.  The set of Public Use Microdata Areas 
(PUMAs) that contains San José in its entirety also includes all of Milpitas, Gilroy, and Morgan 
Hill, most of Santa Clara and Campbell, portions of Sunnyvale and Los Gatos, and most of 



 

 49

unincorporated Santa Clara County.  Additionally, PUMA boundaries were redrawn between 1990 
and 2000.  For this analysis, it was necessary to focus on a “core group” of PUMAs that consists 
for the most part of San José residents and households, and does not include significant portions of 
other cities or unincorporated areas.  The resulting core PUMAs for 1990 and 2000 are shown 
below in Appendix Figure 1.  As indicated in Table A-1, for both 1990 and 2000 the population of 
the core PUMAs is over three-fourths of San José’s total population, and well over 90 percent of 
the population in the Core PUMAs resides in San José.  Average households size, median age, and 
median household income for the Core PUMAs are very close to San José’s.  Overall, these areas 
can be seen as fairly representative of San José as a whole.   
 
The analysis of these Core PUMAs focuses on the subset of renter-occupied housing units built 
before 1980, in buildings of three or more units.  This set is the best approximation of rent-
controlled housing in San José, but it should be noted that it includes some exempt units, such as 
public housing and other units rented as subsidized housing, as well as a small number of units not 
in San José.  Also, Census respondents do not always correctly report the status of their units, for 
instance in estimating the age of their housing.  While not completely accurate, for the sake of 
simplicity this subset of housing units is referred to as “Core PUMAs Rent-Controlled Units” for 
this study. 
 
For comparison purposes, an additional subset of rental units is used in BAE’s analysis.  This 
subset consists of renter-occupied units built between 1980 and 1989, which are by definition 
exempt from the rent control aspects of the Ordinance.  In early analysis, units built from 1990 to 
2000 were also included, but review by the San José Housing Department that indicated a majority 
of these units were likely affordable units subject to rent restrictions.  As a result, rental units built 
after 1989 were excluded from this subset.  To make the results more comparable to the rent-
controlled units, this subset is limited to units in buildings of three or more units, since a large 
portion of rentals are single-family housing that would skew the data on rents, household size, and 
other characteristics.  This subset is referred to as the “Core PUMAs Exempt Multifamily Rentals” 
for this study, subject to the same note that this description may not be 100 percent accurate. 
 
Since these areas do not cover all of San José, the analysis and discussion of them will focus on 
distributions and overall characteristics (e.g., household size, median household income) rather 
than a count of units, households, or persons.  Thus the numbers presented in Table A-1 cannot be 
used as a total count of either rent-controlled or rent-control exempt housing units in San José. 
 



Appendix B-1: Comparison of San Jose with Core PUMAS

SAN JOSE CORE PUMAS
1990 2000 1990 2000

Total Population 782,248 894,943 640,310 774,512
San Jose Population in Area 592,416 717,525
% of Total San Jose Population 76% 80%

% of Area Population in San Jose 93% 93%

Persons in Renter Households 283,127

Number of Households 250,218  276,598 201,483 236,336
% of Total San Jose Households 81% 85%

Renter Households 86,907

Average Household Size 3.08 3.20 3.12 3.26

Median Age 30.6 32.6 30.0 32.0

Median Household Income (a) $46,206 $70,243 $43,067 $68,000

Rent-Controlled Units
Population 95,116   
  as % of Core PUMAs Total Population  12%
  as % of Core PUMAs Total Renter Population 34%

Households 32,934 32,979   
  as % of Core PUMAs Total Households 16% 14%
  as % of Core PUMAs Total Rental Households 38%

(a)  1989 income of 1990 households, and 1999 income of 2000 households.
Source: 1990 and 2000 U.S. Census SF1, SF3, and PUMS.
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Appendix C: Cash Flow Analysis of Rent Controlled Projects 
 


