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I. INT RODUCT ION
In San Francisco, the problem of unaffordable
housing has reached calamitous levels and
threatens the vibrancy of the city. Today, San
Francisco shares with its Bay Area neighbors the
dubious distinction of having the most
unaffordable housing in the United States. While
in most of the nation, the median house costs three
times the median household income, in San
Francisco, the average home costs over nine times
an already higher average income. 1 Due largely to
high housing costs, San Francisco and its suburbs
lose over 10,000 net domestic migrants to other
states every year, mainly to lower cost-of-living
states such as Arizona, Nevada, and Texas. 2 The
reason for these abnormal housing costs is a lack
of new residential construction. In the period since
the financial crisis, San Francisco built only one
new home for every eight jobs created. 3 High
housing costs and population flight is now
threatening new job creation. 4

Due largely to high housing costs,
San Francisco and its suburbs lose
over 10,000 net domestic migrants
to other states every year.
Almost all researchers attribute these high housing
costs to burdensome government restrictions on
building. 5 San Francisco at one time became the
national poster child for the anti-growth
movement, and its intentionally byzantine
development process has done much to create its
housing shortage. 6 The California state legislature,
by contrast, has passed numerous law to force
cities like San Francisco to allow more intensive
development. 7 Unfortunately, state attempts to
encourage development have a long, lamentable,
and largely ineffective history. The simple reason
1
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Affordability Survey: 2018,” http://www.demographia.com/dhi.pdf
2
Metropolitan Transportation Commission, “Migration,” April 2017,
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cities.
3
Ibid. “Can a New Mayor Fix San Francisco’s Housing and
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is that local politicians have a greater incentive to
monitor development than distant state legislatures
and bureaucrats. NIMBY, or “Not in My Back
Yard,” neighborhood opposition, usually wins
relative to distant Sacramento lawmakers.
The best way to encourage more development in
San Francisco is to make San Franciscans actually
want development. If we allow local
neighborhoods, which admittedly bear most of the
costs of development, such as congestion and
crowding, to also keep most of the benefits, we
could turn the political debate about development
on its head. This paper proposes the framework for
an act, which could be passed through a popular
vote, city ordinance, or state bill, which would
redirect many of financial benefits of local
development to the communities that are today the
locus of opposition to development. It specifically
proposes to redirect impact fee revenue from new
buildings, which currently goes to the city
government, back to San Francisco’s 36
neighborhoods. This would help turn many
NIMBYs into Yes in My Back Yard advocates,
since they would stand to capture those new
benefits.
The post will focus its discussion and its proposed
reform on the City of San Francisco, but it is
potentially applicable anywhere in the Bay Area,
in California, or, as a broad framework, anywhere
in the United States. It will also demonstrate how
such a reform could reshape the current planning
and zoning regime in San Francisco.

II. THE CURRENT PLANNING
PROCESS IN SAN FRANCISCO
San Francisco, like every other city in California,
is mandated by state law to adopt a “general plan,”
which establishes distinct zones that determine the
size and use of all new buildings. Due both to
4
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Street Journal, March 19, 2019, https://www.wsj.com/articles/californiahas-the-jobs-but-not-enough-homes-11553007600
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2018).
6
Ricard Edward Deleon, Left Coast City: Progressive Politics in San
Francisco, 1975–1991 (Topeka: University Press of Kansas, 1992).
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See 1963 Regional Planning Act, 1982 Housing Accountability Act,
discussion below.
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NIMBYs’ peculiar influence in San Francisco
dating back to the 1960s, and planners’ tendency to
defer to the structure of existing neighborhoods,
San Francisco’s general plan makes new
development difficult. Approximately 74% of the
land is zoned for no more than three-unit homes,
with the majority dedicated to one- or two-unit
homes. Most of the city has a maximum 40-foot
height limit for all new development. 8

Fig. 1. Adaptation of San Francisco zoning map to demonstrate
allowed level of residential construction. Source:
https://sfzoning.deapthoughts.com/

Unfortunately, even the restrictive general plan
downplays the difficulty of building in the city.
The ever-proliferating bureaucratic documents
undergirding this plan muddy whatever potential
clarities developers could glean from the plan
itself. A typical example is the Planning
Department’s East South of Market (East SoMa)
neighborhood plan, drafted in 2008. The plan lays
out 42 separate “objectives” the city wants to
achieve through development in the area, with no
ability to rank them in case they conflict, as many
clearly do. (Objective 4.8 aims to “Encourage
Alternatives to Car Ownership and the Reduction
of Private Vehicle Trips,” while Objective 4.9
aims to “Facilitate Movement of Automobiles.”)
The reader’s despair only increases when one
realizes that each of these objectives also contain

Sfzoning Website. https://sfzoning.deapthoughts.com/
San Francisco Planning Department, “East SoMa Neighborhood
Plan, 2008.” https://sfplanning.org/sites/default/files/FileCenter/Documents/2107East_SoMa_Area_Plan_DEC_08_Final_Adopted.pdf
8
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numberless policy subheadings exhorting urban
planners to fulfill indecipherable goals, such as
policy number 8.5.3., “demonstrate preservation
leadership.” 9
The very vagueness of San Francisco’s planning
documents illustrates their ultimate arbitrariness.
There is simply no way for planners or zoning
administrators to evaluate a proposed
development’s conformity to the overall “plan”
based on such vacuous verbiage. Therefore, almost
all “planning” regarding development in San
Francisco is the result not of a preexisting map of
developments, but of a concatenation of political
pressures exerted on every parcel that a builder
proposes to be developed.
In order to officially approve any development,
even one that conforms to the general plan and to
zoning requirements, San Francisco has a
particularly convoluted process, one which not
atypically can last five years from first proposal to
final approval of the project (before actual
building begins), and which often lowers the size
and scope of the new development, if it gets
approved at all. 10 The city’s permit process
mandates greater community input into planning
and development than most other cities, and is
replete with numerous public hearings, in which
NIMBYs have substantial power. I will describe
the labyrinthine outlines of this process here.
Most developments in San Francisco require some
demolition of existing structures, which means a
developer must send a “Dwelling Unit Removal
Application” to the Planning Commission, which
then requires a public hearing followed by
approval of the application by the Commission.
Then, before a formal building application is
submitted, there is a mandated “Pre-Application
10
A California Legislative Analysis Office report estimated over 1 year
for a building permit and 1 year for a rezoning, with many notably higher
exceptions, especially for larger projects. LAO, “California’s High Housing
Costs: Causes and Consequences,” p. 17.
https://lao.ca.gov/reports/2015/finance/housing-costs/housing-costs.aspx
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Meeting,” and a requirement that neighbors and
neighborhood associations be mailed invitations to
voice complaints at that meeting, which
complaints the Planning Commission will take
consideration of in future hearings. There is also a
“Preliminary Project Assessment,” conducted
privately by the Planning Department (the superior
agency of the Planning Commission), to alert the
developer to any potential violations before plans
are officially filed. Once plans are officially filed,
most projects will be subject to an “Environmental
Evaluation” by the Planning Department, which
will then require a public hearing. According to
developers, the environmental evaluation process
usually takes from 12 to 24 months. Most
developments, including those who have since
secured residential demolition permits or those in a
larger “planned unit development,” will also
require a conditional use permit from the Planning
Commission, which must hold a public hearing to
decide whether the proposed use synchronizes
with the plan and uses of the neighborhood. This
process usually takes at least four months. 11 The
Planning Department must then write a “Shadow
Analysis,” paid for by the developer, with input
from the Recreation and Parks Commission, to
determine if the developments’ shadows affect any
park. 12 If it is determined that the shadow does
affect any park, another public Planning
Commission public hearing and approval is
required. 13 At this stage or earlier, any member of
the public can request an overall “Discretionary
Review” of the project or any aspect of the project,
11
These time frames emerge from the Terner Center for Housing
Innovations at UC Berkeley’s interviews with developers. Terner Center,
“Housing Development Dashboard: Policy Gauge,”
http://ternercenter2.berkeley.edu/examplecities/index.html?city=San%20
Francisco <Accessed January 25, 2019>
12
This analysis was mandated by Proposition F in 1984. For current
use, see J.K. Dineen, “Long Shadows Create Political Hurdle for S.F.
Skyscraper Project,” San Francisco Chronicle, April 28, 2016.
13
City and County of San Francisco, Permit FAQ & Glossary,
https://sf-planning.org/permit-faq-glossary#premapp
14
R.A. Schuetz, “SF Planning 101: How Community Input Affects the
Building Process,” https://hoodline.com/2015/11/sf-planning-101-howcommunity-input-affects-the-building-process
15
City and County of San Francisco, Fire Department Plan Check,
https://sf-fire.org/plan-check.

demanding that the Planning Commission hold
public hearings and accept or deny the project on
purely discretionary grounds. 14
Once the Planning Department’s job is complete,
different departments have to review the building
plan for conformity to different city and state laws
and regulations, such as a Fire Department Plan
Check for fire safety requirements. 15 The
Department of Building Inspection (DBI), itself
with subsidiary offices such as Plumbing
Inspection and Electrical Inspection, must make
several non-public approvals of the building plan. 16
Yet, before the DBI issues its final permits, any
member of the public can appeal their decisions to
either the Abatement Appeals Board (for decisions
relating to DBI requests for abatements), the
Access Appeals Commission (for disability-related
building issues), or the Board of Examiners (an
expert board which examines new materials used
in construction as well as all DBI interpretations of
the building code), each of which holds hearings
on these appeals. 17
Once any of these building department decisions
are made final, they can be appealed to the city’s
administrative Board of Appeals, which holds
public hearings, and then to the Board of
Supervisors, which also holds a final public
hearing, before voting to uphold or dismiss the
appeal. Since the implementation of district
elections in 2000, this “final” political forum for
appeal is particularly attuned to neighborhood

16
In 2006 the Department of Building Inspection put out a 58-page
guide to “Getting a City Permit,” but this focuses only on the DBI and not
the planning and appeals process, and is now out-of-date and has not
been reissued. Department of Building Inspection, “Getting a City Permit:
A Guide to Doing Construction Work in the City and County of San
Francisco,” October 2006,
https://sfdbi.org/sites/default/files/migrated/ftp/uploadedfiles/dbi/Key_I
nformation/19GettingCityPermitWeb1006.pdf
17
The Department of Building Inspection, however, is overseen by a
seven-member private citizen “Building Inspection Commission,” set up
through referendum in 1994, which also exerts some public force upon
their decisions. See “San Francisco Building Inspection Commission
Codes,” American Legal Publishing Corporation,
http://library.amlegal.com/nxt/gateway.dll/California/charter_sf/appendi
xdbuildinginspectionprovisions*?f=templates$fn=default.htm$3.0$vid=am
legal:sanfrancisco_ca$anc=JD_AppendixD <Accessed January 25, 2019>
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complaints and the concerns of the local district
supervisor. 18

Even a normal project… could be
subject to at least 12 separate public
meeting requirements before
boards, departments, and
commissions of the city.
On the whole, this process means even a normal
project, without any special historic or
environmental impact and falling within the
already existing “general plan” requirements,
could be subject to at least 12 separate public
meeting requirements before boards, departments,
and commissions of the city. Builders complain
that the single largest source of delay for their
projects is constant neighbor appeals and the
resultant hearings. 19 At each of these hearings,
publicly elected or appointed officials are held in
thrall to the demands of oppositional neighbors.
Many of these public hearings will in fact involve
multiple hearings in front of boards and the public
before a final decision is rendered. One developer
said they had to engage in over 100 community
meetings for a single project. 20
If a development involves a change in existing
planning and zoning rules, a not uncommon
occurrence considering their detailed nature, there
are requirements for both a zoning change
initiation hearing and zoning change adoption
hearing at the Planning Commission, as well as
18
While up until 1960 all applications for zoning changes could be
made by the Planning Commission, since then there is a further appeal to
the Board of Supervisors, which makes every zoning change a political
issue. In the last two years, the Board of Supervisors has made 20 changes
to the zoning code. Clyde O. Fisher, “Land Use Control Through Zoning:
The San Francisco Experience,” Hastings Law Journal (Feb. 1962): 341; City
and County of San Francisco, “Planning Code Change Summaries,”
https://sf-planning.org/planning-code-change-summaries#2019.
19
Carolina Reid and Hayley Raetz, “Perspectives: Practitioners Weigh
in on Drivers of Rising Housing Construction Costs in San Francisco,”
Terner Center, January 2018,
https://ternercenter.berkeley.edu/uploads/San_Francisco_Construction_C
ost_Brief_-_Terner_Center_January_2018.pdf Some city agencies, such as
the Mayor’s Office of Housing and Community Development, also have
political input into development that isn’t discussed here.

hearings for another environmental assessment to
evaluate the impact of the change in zoning
(supposedly separate from the impact of the
building itself), and potentially a historic
assessment hearing (heard by the Historic
Preservation Commission), and finally at least two
separate votes after two separate public hearings
before the Board of Supervisors, who must make a
final decision on all zoning changes, all before the
normal approval process described above can take
place. This makes for potentially 16 separate
public hearings, as well as their multiple offspring,
required for a fairly ordinary development, before
building can even begin.
After building begins, the Department of Building
Inspection still has wide latitude to recommend
changes before offering a Certificate of Formal
Completion. This may help explain why, of the
58,800 housing units who went through the
extensive hearing and approval process in San
Francisco in the last 20 years, approximately 25%
were never built or completed. 21
The “discretionary review” of any of these
applications by commissions, departments, or the
Board of Supervisors, unhampered by any formal
legal requirements, is particularly burdensome. As
former San Francisco Planning Director Allan
Jacobs explained, “Almost everything now has a
discretionary review… One of the things I found
out over time about discretionary review is if there
is a disagreement, the force or the party that
usually gets its way is the party with the most

20
Conversation with developer. The courts remain the real final
forum for most development debates, with lawsuits going from district to
appellate to state supreme court to, with some California land use
decisions, the U.S. Supreme Court. These lawsuits can delay the project for
many more years, but their impact could be mitigated if some potential
opponents agreed to the project beforehand, as my proposal advocates.
The preding list also does not include possible permits and requirements
from state and federal level agencies, including everything form OSHA
construction requirements, to Bay Area Air Quality Management District
approval.
21
San Francisco Planning Department, “2017 San Francisco Housing
Inventory.” http://default.sfplanning.org/publications_rep
orts/2017_Housing_Inventory.pdf
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power.” 22 Today, local neighbors and wealthy
homeowners typically have the most political
power, and they win the political battle against
politically isolated, even if also wealthy,
developers.
When California planners themselves were
surveyed to describe the most severe constraints
on housing development, the most commonly cited
problem, after simple geographic and land size
issues, was “Public Opposition,” which they
considered a major constraint in more than 25% of
projects. Planners also ranked public opposition as
more disruptive than other, more-commonly
discussed complaints such as “California
Environmental Quality Act lawsuits,” “Land area
zoned-single family,” or “Growth management
policies” (all of which were cited as major
problems in less than 10% of projects.) Although
many commentators express frustration at public
officials for sabotaging projects, the same survey
reported that elected and appointed officials were
more than seven times as more likely to encourage
projects than to discourage them, while they said
citizens opposed most projects. 23
One contemporary example of the burdens placed
on builders by concerted public opposition should
illustrate the problems. In 2014, builder Robert
Tillman proposed to redevelop a laundromat and
parking lot located one block from the 24th Street
BART station into an eight story, 75-unit

22
Hunter Oatman-Stanford, “The Bad Design that Created One of
America’s Worst Housing Crises,” Fast Company, September 28, 2018,
https://www.fastcompany.com/90242388/the-bad-design-that-createdone-of-americas-worst-housing-crises
23
Terner Center, “Announcing New Resources for Understanding
Land Use in California,” December 6, 2018,
http://ternercenter.berkeley.edu/blog/land-use-in-california
24
Tracy Elsen, “38 Housing Units Proposed for Mission Street
Laundromat,” SF Curbed, May 23, 2014,
https://sf.curbed.com/2014/5/23/10095908/38-housing-units-proposedfor-mission-street-laundromat
25
Can a New Mayor Fix San Francisco’s Housing and Homelessness
Problem?” The Economist, May 31, 2018,
https://www.economist.com/united-states/2018/05/31/can-a-newmayor-fix-san-franciscos-housing-and-homelessness-problems; Adam
Brinklow, “’Historic’ Mission Laundromat not Historic After All,” Curbed,
San Francisco, June 11, 2018,
https://sf.curbed.com/2018/6/11/17451078/historic-mission-laundromat2918-mission-review

apartment complex. 24 The project technically falls
in the “Eastern Neighborhood Plan,” which states
that it aims to encourage transit-focused
development. Yet Planning Department and
Planning Commission studies and public hearings,
for a project some referred to as “no-brainer,”
stretched until November 2017, when a
conditional use permit was finally approved. Yet
local groups appealed the decision twice. In
February 2018, when the project first reached the
Board of Supervisors, they demanded that Tillman
draft a historic resources study to determine if the
decrepit laundromat was of great historical value,
to jeers in the national and international press. 25
$28,000 later, historians concluded it wasn’t.
Then, in June 2018, the Board of Supervisors
unanimously voted to delay the project indefinitely
in order to have Tillman fund the third in a trifecta
of “shadow studies,” which this time would
analyze the shadows the development would cast
on an adjacent playground, which, coincidentally,
would not be open at the time the shadows would
be an issue. Many observers claimed that the only
reason these roadblocks were put in place was
local supervisor Hillary Ronen’s personal
opposition to the project. 26 In September 2018, the
Planning Commission in a public hearing reversed
its previous approval and now turned down a
conditional use permit for the building due to
concerns about the shadows, although it was
unclear if the Commission has the authority to
rehear a previous decision. 27 The project currently
26
Joe Eskenazi, “The Strange and Terrible Saga of San Francisco’s
‘Historic Laundromat’ Represents the Worst of Planning and Development
in This Town,” Mission Local, June 26, 2018,
https://missionlocal.org/2018/06/the-strange-and-terrible-saga-of-sanfranciscos-historic-laundromat-represents-the-worst-of-planning-anddevelopment-in-this-town/
27
Joe Kukura, “Historic Laundromat Development Delayed Over
Concern of ‘Dank, Damp’ Shadow,” SF Weekly, September 28, 2018,
http://www.sfweekly.com/news/historic-laundromat-plan-hits-anotherwrinkle/; Laura Waxman, “Planning Commission Rejects Mission
Laundromat Site Housing Despite Pending Lawsuit,” San Francisco
Examiner, September 27, 2018, http://www.sfexaminer.co m/planningcommission-rejects-mission-laundromat-site-housing-despite-pendinglawsuit/
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remains in limbo. 28 The laundromat saga shows
that whatever the formal requirements for planning
approval, and whatever the formal plan says about
encouraging development, that process is
inevitably overridden by informal political
concerns. As Tillman himself said in a recent oped, “San Francisco has rules, but does not follow
them. Even a completely code complaint project is
subject to ‘discretionary approval.’” 29 In a similar
vein, the Board of Supervisors recently turned
down a 157-unit Mission District development
despite meeting all apparent requirements.
Supervisor David Campos said he changed his
mind “at the last minute” after hearing comments
at the public hearing. 30
The importance of local political opposition is
often underestimated in attempts to encourage
more building. The power of neighborhood groups
means that any attempts to reshape or reform San
Francisco merely through reshaping the general
plan will still encounter immense opposition and
obstructionism. State legislative attempts to
include more growth under formal plans will not
prevent neighborhood opposition from stymying
growth by other means.

III. PREV IOUS STATE ATTEMPTS
TO ENCOURAGE HOUSING
For over half a century, the California state
government has demanded that cities design their
general plans to accommodate sufficient new
housing. 31 Yet time and again, the state has
28
It recently seems like opponents have exhausted their appeals, but
other roadblocks are possible. Julian Mark, “How the Developer of SF’s
‘historic’ laundromat quietly won,” Mission Local, February 4, 2019,
https://missionlocal.org/2019/02/how-the-developer-of-sfs-historiclaundromat-quietly-won/
29
Robert Tillman, “Confessions of a ‘Newbie’ Developer,” Bay City
Beacon, May 9, 2017,
https://www.thebaycitybeacon.com/politics/guestopinion-confessions-ofa-newbie-developer/article_f0ee9b20-3bea-11e7-951dd787277e3ef3.html
30
Joe Rivano Barros, “In Stunner, City Strikes Down Major Mission
Project,” Mission Local, November 16, 2016,
https://missionlocal.org/2016/11/in-stunner-city-strikes-down-majormission-project/

realized its housing plan mandates have not
created actual homes.
Beyond the requirement passed in 1963 that each
city create its own “general plan,” since 1967 the
state has demanded that the housing portion of
such a plan include a “Regional Housing Needs
Allocation,” with sufficient housing allowed in
identifiable districts to accommodate a city’s
population growth. The state Department of
Housing and Community Development could veto
such a plan if it did not allow for sufficient
housing, and people could sue cities for the
insufficiency of their housing plans. The law also
has demanded that local zoning conformed to the
approved housing plan.
In reality, the state has been reluctant to force local
plans to open up land for more or denser housing.
And in the housing mandate’s early years, most
lawsuits under the act challenged plans that tried
to spur more development, rather than those that
encouraged it. From 1979 to 1982 a series of new
laws limited lawsuits against cities’ housing plans,
and hypothetically allowed judges to mandate
subdivision map approval for necessary housing in
local areas. Yet few, if any, of a series of new prohousing lawsuits were successful in the courts or
locals councils, due to continued local opposition
and obstructionist permitting practices. 32 To force
cities to simplify the development process, the
state in 1977 passed the “Permit Streamlining
Act,” which required local governments to
approve or disapprove development permit
applications within strict time limits. The result

31
Liam Dillon, “California Lawmakers have tried for 50 Years to Fix
the State’s Housing Crisis. Here’s Why they’ve Failed,” Los Angeles Times,
June 29, 2017, https://www.latimes.com/projects/la-pol-ca-housingsupply/
32
Lawrence Livingston, Jr., “California General Plan Requirements: A
New Weapon for Challenging Local Government Land Use and
Development Decisions,” Urban Lawyer 16, no. 1 (Winter 1984): 1–15.
https://sfcontroller.org/sites/default/files/Inclusi
onary%20Housing%20Committe/State_Density_Bonus_Law_Overview_of
_Onsite_Program_circulate_optimized.pdf.
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was that projects which approached the deadline
often had their permits rejected, accompanied with
a request to submit them over again, starting a new
permit approval time limit. In other cases,
developers were reluctant to sue the city under the
act, when they still required the city’s assistance in
getting any projects approved. 33
In 1982 the California state legislature passed the
Housing Accountability Act, which demanded that
local governments automatically approve housing
that “by-right” met the requirements of the general
plan and existing zoning. It also mandated that all
such housing be issued permits within 90 or 180
days of submission. In San Francisco, this
requirement is dodged by the comprehensive
nature of “discretionary review” by the Planning
Commission, which can declare that even a
simple, seemingly conforming proposal does not
meet one of the innumerable requirements in San
Francisco’s planning codes. In reality, the act only
encourages San Francisco to add to the complexity
of their plans to dodge state or judicial review,
making almost no project “by-right” eligible for
fast permits. 34 An attempt to strengthen the
housing accountability act in 2017, SB 35,
mandates that that those projects that contain a
certain percentage of “affordable housing” be
automatically approved when “by-right” they meet
the zoning code. 35 Yet this requirement is little
33
John Eastman, Richmond City Attorney, “The Permit Streamlining
Act and Other Development Time Limits,” League of California Cities,
https://www.cacities.org/UploadedFiles/LeagueInte rnet/c1/c1174374f6b2-4723-af76-b0d8ddcc60e0.pdf; See also San Francisco Board of
Supervisors, “Permit Streamlining Act,” https://sfbos.org/permitstreamlining-act <Accessed February 12, 2019>
34
Abbott & Kindermann, LLP, “Affordable Housing Laws and Local
Use Proceedings in California 2004 Update,”
http://www.aklandlaw.com/Affordable%20Housing%20Law%20May%200
4.pdf
35
California Legislative Information, “SB-35 Planning and Zoning:
Affordable Housing: Streamlined Approval Process,” 2017–2018,
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?b
ill_id=201720180SB35
36
Rob Poole, “The State Density Bonus Has Arrived in San Francisco,”
San Francisco Housing Action Coalition, December 12, 2016,
https://www.sfhac.org/state-density-bonus-arrived-san-francisco/; San
Francisco Planning Department, “State Density Bonus Law Overview,” San
Francisco Controller Site, October 12, 2016,
https://sfcontroller.org/sites/default/files/Inclusionary%20Housing%20Co
mmitte/State_Density_Bonus_Law_Overview_of_Onsite_Program_circulat
e_optimized.pdf.

more than a restatement of the Housing
Accountability Act in a particular field, and will
likely have little extra effect.
Other state laws, such as the Density Bonus Law
passed in 1978, amended as recently as 2017,
mandate that housing with a certain percentage of
affordable housing be given a “density bonus,” or
increased Floor Area Ratio (FAR), of up to 35%,
relative to the existing zoning code. This law too,
has largely been ignored and dodged by local
governments, who mandate their own separate
density bonuses and continue to approve them on a
discretionary basis. 36
In a similar vein, Governor Gavin Newsom
recently proposed to withhold state transportation
funds from counties that did not meet their
housing goals. 37 Most likely, local governments
will game their housing goals in order to ensure
that they “meet” them in the future. As one Bay
Area city councilman said when his city approved
its mandated housing plan, “What I’m seeing here
is an elaborate shell game, because we’re kind of
lying… We have no intention of actually building
the units.” 38 Whatever the intentions of the
governor’s announcement, and of similar state
actions, a continued focus on manipulating formal
planning and zoning requirements, without taking

The state has also taken measures to limit the extent of the famous,
or infamous, California Environmental Quality Act, which allows lawsuits
against most development projects for failure to fully account for
environmental impacts. State law now includes an “Infill Categorical
Exemption” for basic projects in already urbanized areas (although those
with significant traffic, noise or air and water quality impacts must
undergo review), and also includes “Community Plan Exemptions” for
those developments that are already a part of a community plan. In
practice, these exemptions are rarely available for large projects. City of
Los Angeles Planning Department, “Infill Development Projects — Class 32
Categorical Exemption, Special Requirement Criteria,”
https://planning.lacity.org/Forms_Procedures/7828.pdf <Accessed
February 15, 2019>; San Francisco Planning Department, “Community Plan
Exemption Checklist: Case №2014.0679E,” https://www.sfplanning.org/ftp/files/MEA/2013.0679E_Checklist.pdf <Accessed February
15, 2019>
37
Liam Dillon, “Gov. Gavin Newsom Threatens to Cut State Funding
From Cities that Don’t Approve Enough Housing,” Los Angeles Times,
January 10, 2019, https://www.latimes.com/politics/la-pol-ca-gavinnewsom-housing-money-budget-20190110-story.html?outputType=amp
38
“California Lawmakers have tried for 50 years to Fix the State’s
Housing Crisis. Here’s Why They’ve Failed,” Los Angeles Times, June 29,
2017, https://www.latimes.com/projects/la-pol-ca-housing-supply/
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into account local political opposition, will result
in a continued dearth of new housing.

IV . ALIGNING COM MUNIT Y COSTS
AND BENEFITS: THE PROPOSAL
If one attends a public hearing on a proposed
development, one will hear monotonous
complaints about road and transit congestion,
school overcrowding, and burdens on public parks
and infrastructure. Many advocates for more
housing dismiss these complaints as overwrought,
but their consistency and intensity suggest real
issues are at stake. As Dartmouth economist
William Fischel argues in his book The Homevoter
Hypothesis, the fact that most households have the
vast majority of their financial savings in one,
undiversified, and easily depreciated asset,
namely, their homes, makes them understandably
intolerant of threats to that asset. 39 Research shows
that any permanent changes in the local
neighborhood, for good or ill, tend to be quickly
reflected in the value of the homes. Even in San
Francisco, a city with approximately 64% renters,
the political combination of homeowners and
existing landlords, who fear both competition and
the congestion issues commiserate with
development, presents a potentially unassailable
political force against growth.
New development also creates substantial benefits.
Unfortunately, those benefits accrue to the wider
city and region, and not local neighborhoods. New
development not only allows increased jobs and a
more dynamic economy in the region, it also
brings millions of dollars of tax revenue to city
39
William Fischel, Homevoter Hypothesis: How Home Values
Influence Local Government, Taxation, School Finance, and Land-Use
Policies (Cambridge, MA: Harvard University Press, 2001).
40
City and County of San Francisco, “San Francisco Citywide
Development Impact Fee Register,” December 1, 2018,
http://forms.sfplanning.org/Impact_Fee_Schedule.pdf
41
Sarah Mawhorter, David Garcia, and Hayley Raetz, “It All Adds Up:
The Cost of Housing Development Fees in Seven California Cities,” Terner
Center, March 2018, http://ternercenter.berkeley.
edu/uploads/Development_Fees_Report_Final_2.pdf

government, most of which does not the flow back
to the local neighborhood. For instance, new
development in San Francisco is subject to dozens
of “impact fees,” which are supposed to offset the
costs of growth, and which are demanded by the
city in exchange for the approval any new
construction. These include a Transportation
Sustainability fee, a Child-Care Fee, an
Inclusionary Housing Affordability Fee, a Street
Trees In-Lieu Fee, a Water Capacity Charge, and
so forth. 40 Although the city has not estimated the
total costs of these fees per new housing unit, the
estimate for other Bay Area cities like Oakland
and Fremont range from about $30,000 to $75,000
in impact fees per multifamily unit built. 41 Thus, as
a rough but very conservative approximation, a
100 unit multifamily development in a San
Francisco neighborhood which brings
approximately $50,000 in impact fees per unit
provides five million dollars in immediate fee
benefits, beyond any other benefits to the city of
increased future property tax, income taxes, and
other charges.
This post proposes to change the political dynamic
around building by providing some or all of those
impact fees directly to the neighborhood. If each
of San Francisco’s 36 neighborhoods had a
political organization, similar to the currently
weak “Community Boards” in New York, or the
Advisory Neighborhood Commissions in
Washington D.C., or merely a citizens’ body under
the control of the local district supervisor, which
could help distribute those fees, the gains to a
neighborhood from growth could be vast. 42 For
instance, such a 100-unit development in a
neighborhood with approximately 10,000 people,

42
San Francisco’s neighborhoods are now organized informally
among at least 268 distinct neighborhood groups, all of which claim to
speak for their neighborhoods and which often demand direct benefits
from any proposed development, most of which do not flow back to the
neighborhood at large. “Neighborhood Group Organizations,” San
Francisco Planning Group Organization,
https://sfplanning.org/resource/neighborhood-group-organizations
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such as SoMa, could provide at least $500 to every
man, woman, and child in the district. Whatever
the political opposition to that development would
say about congestion, if they had to explain to a
four-family household why blocking this
development would cost them $2,000, they would
have a much harder case to make. In this new
situation, much of the shouting at public meetings
would be done by proponents of the development
demanding such benefits, instead of their
NIMBYish opponents. 43
The importance of the current reform proposal is
that it would try to attract broad support from the
local neighborhood in order to expedite the
housing approval process. The neighborhood
could, for instance, engage in “participatory
budgeting,” whereby they vote on the areas to
which they want new funds directed, such as
schools, or infrastructure, reduced property or
sales taxes inside the neighborhood, or, if the
neighborhood agreed, tax “refunds” sent directly
to local families. The goal would be the
demonstrate to the local neighborhoods the real
and concrete benefits of development.

Figure 2: The 36 San Francisco Neighborhoods.
Source: www.city-data.com

Under this new proposal, any development permit
would first go to the Planning Department, which
would estimate the total impact fees. They would
also estimate the fees if all in-kind mandatory
provisions under the plan, such as affordable
housing requirements, were instead translated into
in-lieu fees, which would be provided to the
neighborhood (the inclusion of such affordable
housing mandates costs in this proposal could
double the value of potential community fees, but
substitution of affordable housing by fees would
not be required in all situations). The Planning
Department would then estimate how these fees
would be allocated, between, say, school
improvements, transit support, tax abatements, or
other benefits, based on a baseline funding
package approved by the district supervisor and
the community in previous development meetings.
In the next stage, the current “Pre-Application

43
After finishing a first draft of this post, I talked with Michael CastleMiller, whose firm, “Politas Consulting,” came up with a similar proposal,
for “Neighborhood Residents’ Funds” and “Special Development Zones,”
to help neighbors share in the benefits of growth. Politas’s ideas are more
general, and involve giving neighbors direct cash compensation and more
power over zoning decisions. Michael R. Castle-Miller and Patrick LamsonHall, “Housing Cities: Two New Solutions for the Housing Crisis” Politas
Consulting, Published 2019. https://www.politasconsulting.com/housingpolicy
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The goal of having this fee and funding decision at
the beginning of the process is to get community
buy-in as early as possible, with the hope that they
would become stakeholders in the development.
At least for now, no other parts of the development
approval process need to be changed. (Although
one would imagine that the current neighborhood
groups, which are the biggest opponents of
change, would become more active for “upzoning”
and permitting reforms if this proposal was in
place.) The only difference is that public hearings
would involve many members of the community
with a stake in furthering the development instead
of sabotaging it.

developer to different groups. 44 Whatever the
benefits of such housing, local families and
homeowners are rarely interested in it, since these
units are not available exclusively to the members
of the community, and it address none of their
actual crowding or congestion concerns.
Developers sometimes also offer to fund certain
parks or infrastructure improvements, or to
provide money directly to local neighborhood
groups, in exchange for political support. 45 Such
infrastructure benefits, however, are usually
minimal and ad hoc, and the funded local groups
usually have minimal support in the
neighborhood. 46 The closest existing comparison
to my proposal is the “Community Facilities
District” allowed under the Mello-Roos
Community Facilities Act of 1982. Under this act,
a neighborhood can vote to tax its property and
thereby finance public improvements and services
such as schools, streets, sewers, along with police
protection, fire protection, etc. Unfortunately, the
organization of such districts is also complicated,
and since it requires other taxes above the already
onerous current ones, and includes both old and
new units, it is infrequently used in urban areas
and does little to spur new development. 47

Today, developers do occasionally provide grants
to the community, yet current in-kind benefits
deliver little that the community actually wants.
Many such “community benefit agreements,”
either required by the city or extracted by local
political groups, involve increasing the percentage
of “affordable housing” units provided by the

Some concrete examples of how a reformed
impact fee would improve a neighborhood should
help illustrate the proposal. A $5 million impact
fee from a single 100-unit project could purchase,
for instance, approximately 10 new large
commuter buses for an area or it could plant 1000
urban trees. Fewer than five such projects could

Meeting” would include a public decision on how
to allocate this specific project’s funding, based on
a neighborhood community board, overseen by the
district supervisor, which would later be prorated
by funding category if the final project increased
or decreased in size before completion. To offset
the particular problems caused by very nearby
development, the law would allocate 25% of the
funds to neighbors and landholders within a
quarter mile of the project, who tend to be most
concerned about development.

44
See former Mayor Willie Brown’s discussion of the affordable
housing groups as a “sacred cartel” in his autobiography. Willie Brown,
Basic Brown: My Life and Our Times (New York: Simon and Schuster,
2011).
45
Citizen’s Advisory Committee for Central Market & Tenderloin
Area, “Community Benefit Agreements, 2018,”
https://sfgov.org/centralmarketcac/community-benefit-agreements-2018
46
One other existing institution that is similar to this plan are the
“Community Benefit District,” of which there are currently 16 in San
Francisco. But, as currently formed, they are mainly supported by and give
benefits to commercial property-owners. See, San Francisco Office of
Economic and Workforce Development, “Community Benefit Districts,”
https://oewd.org/community-benefit-districts <Accessed January 28,
2019>; Carrie Sisto, “Discover Polk Officially Launches as San Francisco’s
16th Community Benefit District,” Hoodline, October 5, 2018,
https://hoodline.com/2018/10/discover-polk-officially-launches-as-sanfrancisco-s-16th-community-benefit-district

47
California Tax Data, “What is Mello-Roos?”
https://www.californiataxdata.com/pdf/Mello-Roos2.pdf; Nine-County
Coalition, “Mello-Roos Property Taxes: Taxation Without Representation,”
September 12, 2017, https://nine-countycoalition.squarespace.com/ninecounty-coalition/2017/9/12/mello-roosproperty-taxes-taxation-without-representation
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gains of growth.

fund an entire new school at over 100,000 square
feet of floor area. Or, such a project could provide
up to $2,000 in tax abatements for a four-person
family. 48

V. CONCLUSION

Today, a few preliminary attempts at providing
impact fees to the neighborhoods are already in
existence in San Francisco, and are showing some
success. The “Eastern Neighborhoods Impact Fee”
provides fees to areas around the Mission district
impacted by development and has helped spur
actual political demand for more. 49 Expansions of
such neighborhood fees to other areas, even
without a larger citywide or statewide law, or
without reforms to the existing zoning plan, could
be done on a piecemeal basis or as part of a
citywide reform. In any case, once such local
reforms were in place, politicians and reformers
would be able to discern their influence and tweak
the fee provisions to encourage more support for
building.

This post argues that the solution to San
Francisco’s housing problem is not merely another
state mandate, but a change in the political and
institutional structure of building. Only by
allowing local neighborhoods to capture the
benefits of growth, instead of just enduring the
costs, will political opposition turn into a political
demand for housing. The gains of growth are real
and substantial. More housing allows cities to
accommodate more migrants; it increases the
productivity of all those already living in the city;
it lowers the rents and costs-of-living; and it brings
increased tax revenues to local governments. The
costs are also real, and include congestion and
crowding, but there are substantially outweighed
by the positives.

Although there might be some potential lawsuits
about the reform, 50 or problems about diverting a
proportion of the city’s current revenue to local
areas, 51 on the whole, the increased benefits to
neighborhoods, and increased development in the
city as a whole, will allow everyone to share in the

To encourage more growth, we
need to allow more people to
trade its costs for benefits, and
that means we need more people
to share in those benefits.

48
See, e.g., Paul Crabtree, “Trees in Urban Design,” Congress for New
Urbanism, https://www.cnu.org/sites/default/files/trees_in_urb
an_design.pdf <Accessed January 25, 2019>
49
Seifel Consulting Inc., “San Francisco Eastern Neighborhoods Nexus
Study: Prepared for City of San Francisco Planning Department,” May
2008, https://sf-planning.org/sites/default/files
/FileCenter/Documents/1467-SFEastern_NexusStudy_5_21_08.pdf. These
fees are currently administered by an “Interagency Planning
Implementation Committee, in collaboration with a Citizens Advisory
Committee,” so they still are largely determined by the bureaucracy, not
the neighborhood. City and County of San Francisco, “Mayor’s 2017–2018
and 2018–2019 Proposed Budget,” p. 432,
https://sfmayor.org/sites/default/files/CSF_Budget_Book_2017_Final_CM
YK_LowRes.pdf. For tables showing that more than half of all development
in 2017 took place in the Eastern Neighborhoods, see San Francisco
Planning Department, “2017 San Francisco Housing Inventory.”
http://default.sfplanning.org/publications_reports/
2017_Housing_Inventory.pdf, p. 45; For different neighborhood fees, see
City and County of San Francisco “San Francisco Citywide Development
Impact Fee Register,” December 1, 2017,
https://sfdbi.org/sites/default/files/Impact_Fee_Schedule_2018_notificati
on.pdf; “Neighborhood Specific Impact Fees Map, 2015,”
http://default.sfplanning.org/zoning/Neighborhood-SpecificDevelopment-Impact-Fees-Map-2015.pdf

50
California’s Mitigation Fee Act of 1987, passed after the U.S.
Supreme Court’s Nollan v. California Coastal Commission decision earlier
in the same year, allows lawsuits to challenge impact fees that don’t bear
a “rough proportionality” to the costs imposed by the development of the
neighborhood. But neighborhood impact fees in some San Francisco
neighborhoods similar to what I have proposed here have not faced such
lawsuits.
51
Last year, about $100 million of the $10 billion San Francisco
budget came from impact fees, but much of that was already earmarked
for specific projects such as affordable housing, and 30% of the fees are
charges for services, such as water and sewer charges, that can be funded
in other ways. City and County of San Francisco, “Mayor’s 2017–2018 and
2018–2019 Proposed Budget,”
https://sfmayor.org/sites/default/files/CSF_Budget_Book_2017_Final_CM
YK_LowRes.pdf.
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If the net benefits of growth are so great, and yet
growth is not happening, we know we have a
failure of “trade.” Neighborhoods today are not
able to “trade” the costs they bear from
development for the benefits they could get from
it, so they ceaselessly oppose all of it. To
encourage more growth, we need to allow more
people to trade its costs for benefits, and that
means we need more people to share in those
benefits. My proposal shows how we can spread
the benefits of growth more broadly, and thus
encourage more of it. Such a proposal could turn
the one-time center of the NIMBY movement, San
Francisco, into a city open to new housing, new
people, and even new neighborhoods.
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