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Thank you, Chair Gates, Vice Chair Lalani, and members of the committee, for hearing
testimony in support of HB 3919/SB 15 tomorrow. I’m Alex Horowitz, director of the
Housing Policy Initiative at The Pew Charitable Trusts, a nonpartisan, nonprofit public
policy organization. Based on Pew’s research, we encourage you to support this legislation
because it will provide much-needed housing supply, improve choices and affordability for
homebuyers, and reduce homelessness.

The foremost issue affecting housing costs is a national shortage of 4-7 million homes,
including a shortfall of more than 300,000 in Texas.!! As a result, costs for starter homes
have grown significantly and rents have reached historic highs in recent years. Since 2022,
median home prices in Texas have been above $300,000." From 2017 to 2023, median
rents in Texas rose 23% (nearly $1,300 today).

Fundamentally, Texas has too few homes available. Since 2010, Texas’ population has
grown by six million™ but fewer than three million new homes have been permitted across
the state!”. Furthermore, in 2022, Texas recorded an all-time low estimated average
household size of 2.65 individuals, with 58% of households having just one or two
people. With smaller households, more starter homes would be needed even if Texas
hadn’t gained so many new residents.

There is extensive evidence that strict land-use regulations are a major driver of this
housing shortage and high prices." Regulatory barriers to building starter homes include
minimum lot sizes, minimum square footage requirements, lot coverage requirements that
specify how much land must be left undeveloped, and large setback requirements that
mandate the distance a home can be built from the edges of the property.""! As the cost of
the land beneath a house is typically 25-30% of the total project cost, requirements to
purchase larger plots and leave much of this area open (such as through lot coverage and
large setback requirements) will make houses too expensive for many buyers. These
restrictions force aspiring homebuyers to purchase more land or more house than they
need, thereby driving up the price of homes, limiting how many homes can be built on each
acre, and putting homeownership out of reach for working families.

Evidence shows that updating land-use rules to allow builders and buyers more

choices opens up greater affordability. For example, Houston reduced its minimum lot size
from 5,000 square feet to 1,400 square feet.” This change led to 80,000 homes being built
that were previously blocked by regulations. These new townhomes on smaller plots of



land had a median assessed value of $340,000, considerably lower than the $545,000
median value of other new single-family homes in the city.*"

Texas’ high housing costs are also driving up homelessness. Research has consistently
found that housing costs are the foremost driver of homelessness levels.” " For example,
Dallas added about one-third less housing from 2015 to 2022 than Houston and
consequently experienced steep increases in housing costs and homelessness. In
contrast, Houston’s starter home reform enabled more homebuilding, and homelessness
dropped significantly as housing costs stayed low (see charts below).*"

By making it easier to build starter homes, Texas can bring homeownership within reach for
more residents throughout the state, while also improving affordability across the board.
The provisions of HB 3919/SB 15 are in keeping with best practices identified by Pew’s
research and will help accomplish these goals. For these reasons, we encourage you to
support HB 3919/SB 15.

Sincerely,

Alex Horowitz
Director, Housing Policy Initiative
The Pew Charitable Trusts

Houston’s Land-Use Rules Led to More Homes, Less Homelessness
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Why Homelessness Surged in Dallas While it Dropped in Houston

Percent change in rents & homelessness rate , 2015-2023
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