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AFFORDABLE HOUSING
What does it cost?

SFT’s Affordable Housing Cost Forum met at Jane Morri-
son’s house on March 10, 2007. Organized by SFTomor-
row Board member, Bernie Choden and moderated by

SFT President Jennifer Clary, the Forum welcomed John
Elberling, TODCO, Gloria Ramos Greenwald, Habitat for
Humanity, Whitney Jones, Chinatown Development Center,
Steven Taber, bond counsel, and Howard Wong, former
deputy City Architect.

Small and moderate scale contractors were the principal
concern of the forum since the high cost of housing is more
likely to impact these contractors. Comments below refer to
these smaller scale contractors.

Construction Costs were roughly half of the costs of the
final product nationally but were much higher in San Fran-
cisco primarily due to the initial processing costs and costs
of materials.

The High Cost of Regulation. The regulatory systems are
a major high cost sector. City-imposed regulations exceed
those of other comparable cities going beyond what’s need-
ed for public safety and convenience. Such regulations are
often arbitrary, imposed without objective criteria, carried
out to favor politically powerful, larger entities or to raise
government revenues rather than to protect the public’s
needs. City regulators are inclined to prolong the process
resulting in increased costs both in terms of down time and
irrelevant revisions of their proposals. Large-scale develop-
ers were largely able to by-pass the onerous processes.

Project Review. The appeals process involving project de-
sign added to contractor’s costs. The Planning Department
has not provided adequate performance criteria or specific
local plans. Lack of experienced and trained staff added to
this insufficiency and it is believed that the Planning staff
works in a highly politicized environment. Excess cost due
to this sector is about 10%.

The Cost of materials unique to San Francisco’s seismic
situation — wood and concrete — are less in areas out-

side of this region. For example, many of the area’s gravel
works have been closed. There is also a lack of large-scale
purchasing power since much new housing is for small sites
preventing bids for lower material costs.

Land. The city’s land costs are twice as high as the national

average which is 25% of construction costs. Land cost is
“inelastic” because of the city’s high density and geograph-
ic constraints. Public policy has not been attentive to specu-
lation and hasn’t reserved land specifically for affordable
housing. It appears that city policy favors an inappropriate
market approach allowing large-scale developers to exploit
publicly controlled sites.

Rent Controls. While no one advocates the abolition of
rent controls, such controls, especially on owner-occupied
small scale housing, are often unfair. Rent controls make
maintenance more costly for such small-scale owners caus-
ing possible removal of affordable housing from the market.
In addition, long-term ability of households to pay for hous-
ing in this high-priced city prevents them from entering the
housing market in the first place.

Financing. Affordable housing requires subsidies. Hous-
ing can be made affordable either by direct public financing
assistance or a combination of lower construction costs and
lower financing costs. Interest rates available for construc-
tion are much lower for owner-occupied housing than
rental housing. Insurance costs are higher for smaller scale
contractors. The city lacks risk underpinning for afford-
able housing development and financing. Public subsidy is
almost impossible today. City policy has favored fee-simple
sale of public land.

What can be done?

1. The City should support in-lieu sale of land development
rights. The sale of development rights would create future
revenue in the form of ground rents that could be used for
subsidy of affordable housing.

2. Sometimes, General Obligation bonds are available for
direct public subsidies. If they are not available, it is pos-
sible to lower interest rates by underwriting financing risks.
Bringing together small scale housing contractors could
lower costs for financing, insurance, and the purchase of
materials.

Outside of the forum’s immediate purview, is federal tax
policy that encourages speculation in the rapid turnover of
capital investments in housing and land. This is a subject
for our Congressional delegation.

...Bernie Choden (CHNA) edited from SFT NL



