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Media Advisory

Office of Councilmember Sam T. Liccardo
December 11, 2007               
Council Considers Inclusionary Housing Policy at Special Study Session
This evening, the San Jose City Council begins a process to evaluate the expansion of the City’s inclusionary housing program, which would require developers to dedicate as “affordable” a percentage of any new housing development for affordable units.   For many years, San Jose has implemented a limited inclusionary policy in redevelopment areas that cover approximately a third of the City, and council now considers whether to expand those requirements citywide. 


The rationale for expanding the program, according to Councilmember Sam Liccardo, is simple: “When teachers, health care workers, and police officers can only afford a home at the price of driving an hour and a half from the central valley to work here, we have a clarion call for more affordable housing in San Jose.”  Current projections from the Association of Bay Area Governments place the need for affordable housing production at over 19,000 units in San Jose over the next seven years.  Existing policies will not provide anywhere near that many homes.  


Liccardo, who introduced the measure along with colleagues Nora Campos, Judy Chirco, and Madison Nguyen, notes that whatever policy the City enacts should be coordinated with local developers.  “We can do this thoughtfully and collaboratively with developers,” Liccardo observes.  Liccardo advocates for an inclusive and open outreach process.  When the final proposal reaches Council for consideration—currently estimated to be in June of 2008—Liccardo expects that “we’ll see a policy that has sufficient flexibility and incentives for developers to participate and earn sufficient profits to create.”   

Specifically, Liccardo expects that a well-crafted policy will protect “pipeline” projects which have already obtained approvals, to ensure that the introduction of a new policy does not disrupt reasonable investment expectations of developers.  Liccardo also will argue for flexibility, as is seen currently in the City’s redevelopment areas, where developers can pay fees in lieu of building affordable homes, or can build the homes at another location off-site. 


Although some assert that expanding the inclusionary policy will increase the costs of market-rate housing by constricting the housing supply, Liccardo sees little evidence of such impacts in San Jose.  “In North San Jose,” Liccardo notes, “we opened the gates for housing development in 2005 in an area entirely governed by a 20% inclusionary mandate.”  Liccardo continues, “Within two years, developers already submitted applications for approval of units well in excess of what we can possibly approve.” The North San Jose Plan places an 8,000 unit limit on ‘first-phase’ development and is also an area where a court settlement dictates that developers pick up the tab for an additional $500 million in transportation improvements. 
 “In Edenvale,” Liccardo notes, “we’ve got a developer who’s willing to contribute a $100 million soccer stadium to the City in exchange for the mere right to develop housing in a redevelopment area governed by an inclusionary mandate.  The assertion that inclusionary housing will scare off development doesn’t match the facts on the ground.” 

The balance of available evidence nationwide, such as the comprehensive 2004 study by David Paul Rosen and Associates, reveals no negative impact of inclusionary policies on housing production.  Unlike the study often cited by the developer lobby--a 2004 developer-funded effort with the Reason Foundation—Rosen employed regression analysis to control for factors like interest rates, unemployment levels, vacancy rates, and tax incentives that have controlling impacts on housing supply and demand.   Rosen found that in many jurisdictions, including San Diego and Sacramento, the housing production actually increased after implementation of an inclusionary policy. 

The Council and staff will embark on a process that will take several months, and have enlisted the assistance of a consultant to guide the outreach and shape the proposal.  After review by neighborhood organizations and several commissions, such as the Housing Commission and Planning Commission, most observers expect a final decision from the Council in June. 
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