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I. Overview
[Insert some introductory material about the formation & mandate of the task force]
The Progressive Revenue Task Force finds a severe need for deeply affordable housing, shelter,
and services to address the crisis of homelessness and housing insecurity in Seattle. We have
reached a broad consensus on these points:
1. there is an urgent need for fiscal discipline;

2. tax burdens should not be increased lightly;
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3. despite the economic prosperity driving growth in the City’s revenues, and in part because
of it, Seattle is facing a homelessness crisis of unprecedented proportions. (emphasis
added, citation 2018 Proposed Budget Executive Summary, page 2).
4. homelessness in Seattle is a crisis that must be resolved, in all of our interests;

5. resolving homelessness in Seattle cannot be accomplished, even applying fiscal discipline,
without substantial new revenue; and

6. when seeking new revenue, it is undesirable to rely any more heavily on property or sales
taxes.

Because of the cost of living in our region and the cost of new construction, we find that to resolve
homelessness and the low-income housing crisis in Seattle would require new public funding on a
grand scale –hundreds of millions of dollars per year for at least the next ten years. (See
Appendix A for a very rough calculation of the costs of closing the low-income housing gap.)
There is no question that some of this amount can and should be located by making cuts to public
spending outside the homelessness services sector that is no longer needed or is counterproductive, particularly but not exclusively in criminal justice. This will require the political
courage to end programs and spending that have constituencies that will mobilize to retain them.
While we support an early and aggressive process to identify such cuts in the 2018-2019 biennial
budget, however, there is no realistic doubt that the bulk of funding to close the gap will require
new revenue.
While it is necessary to push continually for increased state and federal investment in affordable
housing and homeless shelter and services, recent history does not support high expectations.

We look forward to seeing what proposals emerge from the county/regional “One Table”
discussions now underway. However, the scale of the crisis is such that even in a best-case
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scenario for what “One Table” produces, much will be left undone. Steps that are squarely within
the authority and control of our City leaders are required now, and we cannot rely on regressive
sales taxes, whether voter-approved or “councilmanic,” to fill the entire gap. Seattle residents’
property taxes just increased by 16.9%, making new levies undesirable and most likely unpopular.
There is no obvious regional revenue solution that is either progressive or certainly available.
The IRS defines a progressive tax as one that “takes a larger percentage of income from highincome groups than from low-income groups and is based on the concept of ability to pay.”
According to the Institute on Taxation and Economic Policy, Washington State’s tax system is the
most regressive in the country, with households in the lowest 20% income bracket paying 16.8%
of their income in state and local taxes while households in the top 1% pay only 2.4%.
Washington State’s extremely heavy reliance on sales and property taxes is largely responsible for
this upside-down tax structure.

Although Washington is an extremely high-tax state for lower-income residents, overall it is a
relatively low-tax state; according to the Department of Revenue, in 2013 Washington ranked 41st
among the 50 states for state and local taxes as a percentage of Gross Domestic Product. Seattle
and Washington State are experiencing rapid economic growth and unprecedented prosperity for
some; but state and local governments are not capturing an appropriate share of this wealth to
reinvest in the public good and to help lift up the many who are left behind or even, as is often the
case, harmed by this growth.

We also note that the Federal Tax Bill passed in December 2017 lowers the corporate tax rate
from 35% to 21%, a tax cut of 40%. This will reduce the incentive for corporations to purchase
Low Income Housing Tax Credits, which currently provide the largest share of private funding for
affordable housing development in the U.S. Steve Walker, Director of Seattle’s Office of Housing,
was quoted in Reuters on December 23, 2017: “We think lowering the corporate tax rate from 35
to 21 percent without making other changes to the Housing Credit will mean a 14 percent
reduction in the number of affordable homes we are able to create in Seattle. In 2017, this would
mean an impact of approximately 125 less affordable homes being built, or at least one building, at
a time when we face an affordability crisis.”
We therefore believe that the City of Seattle should pass legislation this year to generate $150
million per year in new progressive revenue, including an Employee Hours Tax. It is clear from
Appendix A that this is not nearly enough revenue to decisively “close the housing gap,” let alone
to provide the shelter and services that are needed to keep people safe until enough permanent
housing is available. Still, we believe that this would be a solid start, and that $150 million per
year, wisely invested over at least the next ten years, will result in significant and measurable
progress towards ending the crisis of homelessness and housing insecurity in our City. We are
united in the belief that the people and businesses of this City are more inclined to support
spending that is at a level that can reasonably be expected to yield a discernible impact, and
therefore, that a smaller revenue stream is unlikely to garner wider support.
If this and other efforts are successful, Seattle and King County should begin to see a measurable
decrease in homelessness and housing insecurity. We believe it is important to assess these
results, as well as any other impacts of the EHT and other progressive revenue sources the City
may choose to implement. Therefore, we recommend that the City convene a new Task Force
after a period of 5, 7, or 10 years, with a mandate to assess: (1) changes in the prevalence of
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homelessness in Seattle and King County and the need for deeply affordable housing, shelter, and
services; (2) results of the investments made with revenue generated by the EHT and other
progressive revenue sources; (3) impacts on employers and any other entities or people that are
contributing to this revenue. Based on its findings, this Task Force should advise the Council
whether there is a need to continue the EHT and other progressive revenue sources, and if so
whether to make any adjustments to the revenue mechanisms or revenue dedication.
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II. Revenue Generation
1. Employee Hours Tax

Given the scale of the need for deeply affordable housing, shelter, and services, we recognize that
an adequate response to the housing and homelessness crisis calls for hundreds of millions of
dollars per year in new revenue in Seattle for at least the next ten years.
We also recognize that:

1. The City’s options for generating progressive revenue are limited by Washington State law,
so that some potential revenue mechanisms are clearly prohibited and maintain
continuation of policies that fail to capture extreme growth in wealth, while many carry
legal uncertainty to varying degrees.
2. Many commonly-used local tax options, such as sales taxes and property taxes, exacerbate
the inequity of Seattle’s extremely regressive tax structure by disproportionately impacting
lower-income residents.
3. The Employee Hours Tax is one of the very few revenue-generation options for which the
City has established and unused authority. Since this tax is levied on employers rather than
individuals or households, it would not directly impact the tax rates of lower-income
residents.

For these reasons, we recommend that the City Council pass an Employee Hours Tax (EHT) to
generate new revenue to address the housing and homelessness crisis. We recommend that EHT
legislation be passed “early enough to ensure that such taxes can be imposed as of January 1,
2019,” as stated in Resolution 31782.

We believe it is imperative to raise a substantial amount of revenue – enough to make a
measurable and significant impact on the crisis – so that the community sees tangible results from
this new investment. People are tired of half-measures and want to see real progress.
Therefore, we recommend that this EHT be designed to generate revenue at the top end of the
“between $25 million and $75 million” range specified in Resolution 31782, i.e. $75 million per
year. We recognize that this is not enough or even close to enough to adequately address the
crisis, but it is a significant and worthwhile start.

While we have not firmly settled on detailed recommendations for all of the variables below, we
agree about the limited exemption structure, and we have agreed on several principles or values
that we believe should guide the Council in structuring a tax that will generate $75 million per
year:
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Principles

a. Progressivity or Equity:
According to the IRS, a progressive tax takes a larger percentage of income from high-income
groups than from low-income groups and is based on the concept of ability to pay. Washington
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State’s tax system is notoriously the most regressive in the nation, with tax rates for the lowestincome households up to seven times higher than for the highest-income households.

An EHT is inherently progressive in the specific sense that, because it is levied on employers rather
than individuals or households, it is a way to raise revenue for public use without directly and
disproportionately impacting lower-income residents in the way that, for example, sales taxes and
property taxes tend to do.
However, there is a secondary question of how progressive or equitable an EHT is among the class
of employers. Are employers that are able to pay more required to pay more, or does the tax
disproportionately impact struggling and low-margin businesses, or even non-profits that are
themselves trying to combat homelessness with scarce resources? Collaterally, obviously, it is in
the interest of lower-income people to have access to jobs, and maintaining job opportunity is a
progressive consideration when assessing tax structure. We note that there are no known data
establishing that an EHT-like tax adversely impacts employment opportunities and there is much
data to show that business-friendly climates are jurisdictions that adequately address
homelessness, fund quality schools, and maintain infrastructure necessary to move people and
goods.

Within the bounds of what the City can legally do, we recommend that the EHT be structured as
progressively and equitably as possible. Employers that can afford to contribute more should pay
more, while employers that cannot afford to contribute as much should pay less.

We recognize that there are difficulties in translating this intuitive concept of “ability to pay” into
measurable variables, even if the City had wider latitude than it apparently does. For example,
even profit or net income would not be a reliable indicator, since a rapidly growing business may
choose to reinvest large amounts of revenue and report a loss, even though the business may be
doing very well indeed. The variables listed above that, as far as we understand, the City has the
power to adjust are admittedly imperfect.

For these reasons, while we ask that the City Council make a good faith effort to structure the tax
as equitably as possible, we also ask that they not let the perfect be the enemy of the good. It may
prove impossible to structure the EHT to avoid all disproportionate impacts, but this is not a
reason to delay or fail to act. Potential impacts of the tax on some employers must be weighed
against the emergency of homelessness and housing insecurity whose devastating consequences
impact tens of thousands of Seattle residents every day. It is the job of government to make
difficult choices in the public interest, and inaction is itself a choice.
See Appendix B for some explorations of how the variables below may be used to make the EHT
as progressive and equitable as possible.
b. Fairness and Consistency of Exemptions:

Exemptions should not be granted because of the political clout or influence of a particular
business or sector. There should be sound, defensible reasons for any exemptions that are
granted. The intent of the first of our two specific recommended exemptions above is to find an
equitable way of exempting or significantly reducing the tax burden on some, but not all, nonprofits. We generally agree that a blanket non-profit exemption is too broad; however, we believe
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it is reasonable and important to exempt many non-profits, especially those that provide housing,
shelter, and services to low-income and homeless populations. If the B&O revenue exemption
criterion does not accomplish this intent, we recommend that Council consider other ways of
fashioning a non-profit exemption as equitably as possible.
c. Racial Equity and Social Justice:

Care should be taken not to disproportionately impact POC- and other minority-owned businesses
and employers, or to speed the processes of gentrification and displacement that are already
transforming business districts as well as residential areas in many neighborhoods where
communities of color have historically resided.
d. Everyone Should Contribute:

The housing and homelessness crisis is a matter of concern to the whole community, and
businesses of all sizes should contribute towards the solution. We are somewhat concerned about
creating an arbitrary “cliff” at a revenue threshold such as $5 million, below which nothing is paid
and above which the tax suddenly kicks in. We generally agree that there be some kind of “skin in
the game fee” as described above, so that businesses below the threshold are also contributing
something, as long as this can be done in a way that is not unduly burdensome for small
businesses.
We understand that several variables may be adjusted to determine the amount of the tax and
which employers are required to pay at which level:

Variables

1. Different ways of calculating the tax:
• Flat amount per FTE employee
• Percentage of all payroll

2. Option to graduate the tax according to firm size:
• Employers could be grouped in categories of size according to number of FTE employees,
and a per-FTE or percentage-of-payroll tax could be graduated on that basis.

3. Examples of gross revenue thresholds below which businesses could be exempted from the tax:
• $5M
• $8M
• $10M
• Other
4. “Skin in the game” fee:
• Employers under the gross revenue threshold could still be required to pay some relatively
small amount, e.g. $200 per year. (Very small businesses, e.g. with revenue under
$500,000, could be exempt from even this fee.)

5. Specific exemptions:
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Employers to receive a pro rata reduction in EHT burden equivalent to their B & O
exemption that is based on nature of the revenue they receive (many non-profit
organizations would thus be wholly or nearly held harmless under the EHT, but the
exemption would be based on B & O revenue exemption, not categorical based on nonprofit status); and
Any title 6 business subject to 280e of the internal revenue code (such businesses are
uniquely unable to deduct business costs from federal income tax)

2. Other Progressive Revenue Options
We recommend that the City aggressively study the progressive revenue ideas summarized in
Appendix C, with the goal of assessing their relative viability and passing legislation by the end of
2018 to generate at least an additional $75 million, unless “One Table” generates an equivalent
amount of revenue to dedicate to this purpose that is both progressive and certain. Together with
a $75 million EHT, this would yield a total of $150 million per year in new progressive revenue.
We also urge that the City work together with King County to prioritize lobbying the 2019 state
legislature for more progressive revenue options, beginning mid-2018.

III. Revenue Dedication
1. Emphasize Housing

Given the severe shortage of deeply affordable housing and the bottleneck that already impedes
the transition from shelter to housing, and ultimately the barriers to reducing the numbers of
people living unsheltered, we recommend that a strong emphasis be placed on housing in the
dedication of revenue from the EHT. Specifically, we suggest a rough 80%-20% split in revenue
between funding for housing, and funding for emergency shelter and services.

The issuance of an annual municipal housing bond would make available financing that could
support the development of a much larger number of units of housing in a significantly shorter
timeframe. The challenge of issuing an annual municipal housing bond is the need for the
identification of a dedicated revenue source to pay the annual costs associated with paying off that
bond. An EHT could be a dedicated revenue source for this purpose. From the point of view
of increasing housing stock quickly, bonding is desirable. At the same time, the capacity of nonprofit housing developers to take on new projects should be assessed and considered in making
this decision. The difficulties of acquiring suitable land should also be taken into account;
an Acquisition Fund could be created to facilitate the purchase of properties as
opportunities arise.

Considering the disproportionate impact of both homelessness and displacement on communities
of color, we believe the City should encourage and support community of color organizations that
are working to develop affordable housing. These organizations currently face structural barriers
(funder requirements of previous project development experience, assets on a balance sheet)
when seeking local, state and federal capital funds; they are at a disadvantage relative to
mainstream developers, both for- and non-profit. These barriers have left many communities
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without the development capacity and capital assets other communities have been able to build in
recent years. Therefore, we recommend that the City prioritize affordable housing projects that
will help to anchor communities of color and assist these organizations in developing internal
capacity to conceive, design, finance, construct and manage affordable housing projects.

In addition to building new housing, we recommend that a range of approaches be considered to
more quickly adapt existing housing stock for long-term use by people exiting homelessness.
These could include “Keys to Home”- type programs, Master Leasing, long-term vouchers/deep
rental subsidies, and other strategies in King County’s Veterans and Human Services Levy
Vulnerable Populations Housing Strategy. However, it must be borne in mind that a housing
shortage also exists at the 30%-60% AMI range, so relying too much on such approaches will have
harmful ripple effects on lower-income individuals and families. There is simply no substitute for
building many thousands of units of new deeply affordable housing.

Resolution 31782 requires that this Task Force attend in particular to those who face highest
barriers to housing, due to criminal history, active substance use or other behavioral health issues.
This focus dovetails with the findings of the 2016 Poppe Report that Seattle’s homelessness policy
should focus on those who have faced the greatest barriers to exiting homelessness. Despite its
formal commitment to lowering barriers to housing, the Coordinated Entry For All (CEA) system
has not opened a road to housing for most of those with criminal history and/or active substance
use now living unsheltered, as they have not been accorded sufficiently high priority in the CEA
screening process to qualify for the barrier-removing assistance the CEA system offers. This
population is thus stranded outside for a protracted period, generating neighborhood pressure for
an expensive, counter-productive justice system and law enforcement response, because no
alternative plan appears to be forthcoming.

This entrenched problem leads us to recommend that $10 million annually be used to augment the
Veterans, Seniors & Human Services Levy Vulnerable Populations Housing Strategy, which was
thoughtfully designed to address the actual needs of this population, but lacks sufficient resources
to reach more than a few hundred people without an infusion of greater resources. Rather than
turning over City funds to a County-administered program, we suggest that the City borrow the
VSHSL Vulnerable Populations housing investment strategy and apply it to different
buildings/housing stock identified in consultation with City of Seattle homeless services
contractors as meeting the needs of the population they engage.
It is important to note that this strategy is to procure units that are not supportive housing. The
VSHSL implementation planning process has determined that many of those who face greatest
barriers to housing do not require costly on-site services, particularly when they are already
served by programs that provide flexible case management capacity not located on the housing
site. This strategy thus can leverage more units for a lower price than building new units.
However as noted above, when taken to scale, it will have the impact of squeezing housing stock
now available to the 30-60 AMI population, whence our recommendation also to invest heavily in
building new dedicated units.
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2. A Spectrum of Needs
In considering the dedication of funding from an EHT, we recommend that the City give deep
thought to the wide spectrum of needs and situations of people experiencing homelessness,
recognizing that what works for one person may not work for another.

For example, it has not been proven that people who do well in transitional housing will succeed
in rapid re-housing, especially in a high-cost housing market.

The range of people experiencing homelessness in Seattle is much broader than the 24% found to
be chronically homeless. This population is diverse and includes people who are working full- or
part-time; people who cannot work due to disability; families with children, many of whom are
delivered to schools by taxi cab; couples; people with pets; people who are chronically homeless;
people who are newly homeless; undocumented immigrants who may fear to seek help due to
their status; trans and other LBGTQ folks who routinely face discrimination and violence; active
drug users; people trying to stay sober; people who suffer from mental illness; people with PTSD
who can’t sleep in close proximity to others who may behave unpredictably; and so on and on.
People experiencing homelessness in Seattle and King County disproportionately identify as
people of color. The City’s decisions about funding shelter and services should be subject to a
racial equity assessment, recognizing the need for culturally appropriate services and programs
that specifically serve communities of color and people at the various intersections of
marginalized identities.

Perhaps the most unifying characteristic of people experiencing homelessness is that the vast
majority of them (92% according to the 2017 Count Us In survey) say that they would take safe
and affordable housing if it were offered.

Until that housing is available, we believe that a wide range of shelter options is needed to
accommodate the wide range of people’s situations and needs in the most cost-effective manner,
including: navigation centers, enhanced shelters, tiny house villages, low-cost overnight shelters
operated in partnership with faith communities, and a variety of low-barrier shelters.

Crucially, the differing populations served by these various options also tend to have differing
barriers to finding housing. Care must be taken to ensure that performance measures such as
“exits from homelessness” not incentivize providers to concentrate only on those who have fewest
barriers to housing, or rapid cycling into short-term housing arrangements that fall through as
soon as a short-term rental subsidy ends. These “false positive” data points create only the
illusion of progress. Homeless services performance measures should also acknowledge that in
the context of a severe housing and shelter shortage that will not be fully resolved for some time,
providing shelter, safety and community is by itself a positive outcome.
3. Partnerships with Faith Communities
Many faith communities throughout Seattle devote significant labor, space, money, and other
resources to help their homeless neighbors and to address the homelessness crisis. The City
should recognize and leverage these contributions, and in general be more deliberate in its
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relationships with faith communities. The City could provide small grants to assist their work
and/or establish ways of better communicating and coordinating with faith communities that are
doing this work.
4. Vehicle Residents
Over 40% of Seattle’s homeless population lives in vehicles. We believe the City must recognize
that until there is housing, it is a safer and all-around better option for many people to live in their
vehicle than to stay in a shelter. Therefore, the City’s immediate goal should be to make it safer for
people to live in vehicles while providing a road to housing. Currently people living in vehicles are
highly vulnerable to ticketing and towing, and the Seattle Police Department and its Parking
Enforcement Officers are under community pressure to take that kind of enforcement action.
People living in vehicles need safe places to park on or off-street, help with trash management,
black water disposal, services such as hygiene centers, and assistance in finding permanent
housing. We recommend that the City consider strategies suggested by the Scofflaw Mitigation
Team, summarized in Appendix D.
5. Maintain current programs meeting survival and other basic needs
Some currently operating programs providing for emergency shelter, safety, and other critical
needs have pending closures in 2018 due to lack of ongoing funding from the City and other
sources. (For example, Queen Anne shelter is currently operating under a 5-month contract.)
Maintaining such programs would be an efficient way to avoid the loss of shelter beds and other
essential services during a time when more crisis responses are needed, not fewer. In light of
announced plans to create new shelters using tents and wooden structures, it would be
counterproductive to simultaneously lose indoor shelter beds. We urge the City to commit to no
net loss of shelter capacity, and no shelter and service closures without transition plans for the
individuals currently served by those shelters and services.
6. Other Services
Other services that have a significant overlap with the homelessness crisis, but address needs
other than housing and shelter, were also underfunded in the 2018 City budget. We recognize that
some of these strategies – particularly strategies that allow alternative responses to incarceration
and punishment for law violations that flow from extreme poverty and/or behavioral health
issues – are a high priority in order to ensure successful outcomes for those dealing with
homelessness. Any period of incarceration interrupts Medicaid eligibility, and incarceration of
over 90 days eliminates homeless housing priority for an individual; there are many other adverse
impacts of stigmatizing, punitive responses to behavior that stems from unmet basic human
needs.

Several community-based alternatives to prosecution and incarceration were proposed for
funding with widespread support in 2018. These include:
• Felony youth and young adult diversion capacity through a community consortium headed
up by Community Passageways, with the cooperation of the King County Prosecutor. This
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program would provide services for a population of young people many of whom are
experiencing episodic homelessness; and
Citywide expansion of the Law Enforcement Assisted Diversion (LEAD) program, which
allows law enforcement to connect individuals who could otherwise be jailed and
prosecuted for offenses related to poverty and behavioral health needs, to communitybased case management. LEAD, an evidence-based intervention that reduces recidivism
and system costs, and improves individual well-being, presently is offered only to a fraction
of those who could benefit from this approach.

Further, while the 2018 budget provided single-year funding for a demonstration safe
consumption site, sustaining that project and responding to multi-site need will require an
expanded investment. Once proof of concept is established, it will be important to plan how safe
consumption features can be built in to human services facilities citywide in a way that distributes
the benefits of this approach and reduces the cost compared to a stand-alone facility.

These are necessary features of a service landscape for the population that is presently homeless
and/or at high risk of becoming homeless.

By investing in such strategies, and making an intentional commitment to only use incarceration
and prosecution when there is an evidence-based case that those are more effective responses to
problematic behavior than community-based alternatives, we can reduce the cost of the City’s
criminal justice infrastructure, and thus add to the funding available for support services and
housing. Because diversion has to occur to bring such cost savings about, however, new
progressive revenue should support these approaches, and they are needed to reduce
homelessness, even if political leaders choose not to make justice system reductions.
7. Properly Pricing the Actual Costs of Providing Services
A plan to invest new progressive revenue must make provision for adequate wages in the
homelessness services and related contract human services sector, to recruit and retain the skilled
workforce to do this crucial work. This sector is presently gravely under-funded, with the result
that committed workers themselves can’t afford to live in Seattle, cannot afford to work long in the
industry, have many opportunities to move to better compensated positions in other fields, and
often are paid half or less than those who oversee their contracts in city and county government.
Underpaying workers in this sector, and counting on their sense of mission to keep them in the
field, is no longer viable. Underpayment has long resulted in gross understatement of the real cost
of work in this sector.

We propose a wage analysis in this sector that takes into consideration the difficulty and challenge
of the work, wages paid in the Seattle Human Services Department and the King County
Department of Community and Human Services, and recruitment and retention challenges in the
main City contractors. As a placeholder, we suggest estimating 15-20% wage increases for
clinical, case management and outreach workers in City contract agencies in homeless services
and related services. We estimate this to amount to $2.5 million of the 20% for shelter and
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services to be allocated from an EHT, and $5 million of the $150 million total we recommend be
obtained through new progressive revenue strategies.

Further, it makes little sense to embark on a progressive revenue stream to support human
services, and then extract those revenues from already underfunded human services programs.
Programs in this area should be exempt from the tax strategy adopted, or such programs should
be “held harmless” by grossing up contracts to compensate for any increased tax burden they face
under this revenue strategy.
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