
MEMO 
TO:  San Marcos City Council  
FROM:    Shannon Mattingly, Director of Planning & Development Services 

Abby Gillfillan, Planning Manager 
DATE: September 20, 2017 
RE:   Code SMTX Workshop – September 27, 2017 

The purpose of this workshop is to: 
• Discuss any remaining outstanding amendments or questions from Council Members; including

a fee-in-lieu for parking downtown
• Discuss the next steps in the Long Range Planning efforts for Code SMTX and future planning

projects
In order to prepare for the workshop the following documents and support have been included in this 
packet for your reference: 

• A summary of council direction provided during the last three workshops
• Parking fee-in-lieu white paper
• Responses and feedback on parking fee-in-lieu
• Long Range Planning road map for the City of San Marcos
• Documentation of the strategy, process, and input that led to the creation of Code SMTX.

DEVELOPMENT SERVICES  
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Summary of Council Direction
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Summary of Council Direction 

The following direction has been provided during three City Council workshops for inclusion in the final 
draft of Code SMTX: 

Development Process 
1. Public Hearing Notice: Increase the personal notification buffer to 400 feet and extend the time

frame to 17 days for Zoning Cases or other major development proposals.
2. Notice of Application: Require an electronic notice of application within 12 days of an application

submittal and allow any person to sign up to receive the notice.
3. Neighborhood Presentation Mtg: Require a neighborhood presentation meeting facilitated by the

developer and attended by city staff for zoning changes and Preferred Scenario Amendments in
Existing Neighborhoods and clarify the purpose and time frame of the meeting.  Notes from the
meeting should be included in the packet for review.

Existing Neighborhoods 
4. Expand rental registration to all rental properties.
5. Zoning change requests in Existing Neighborhoods greater than 1 acre require initial authorization

where the City Council may require a regulating plan that ensures gradual transitions from existing
development and a mixture of building types and uses.

Parking Requirements 
6. Exempt parking requirements for residential developments with 10 or fewer units.
7. Differentiate the use of purpose built student housing in the parking table and maintain the same

parking ratios as multi-family.
8. Include a 20% administrative cap on fee-in-lieu. Allow requests that exceed 20% to be reviewed

by City Council. Staff to provide information on the calculation of the fee amount.
9. Include a cap on the total amount of parking reductions available to a development.  Staff to

provide a comprehensive list of potential reductions in a table format and an example of how they
would be applied.

Water Quality and Drainage 
10. In the Edwards Aquifer Recharge Zone, require a Stream Protection Volume of 1.60-inches and

treatment level of 89% reduction in increased Total Suspended Solids.
11. In the Edwards Aquifer Transition Zone and Contributing Zone within the Transition Zone, require

a Stream Protection Volume of 1.25-inches and treatment level of 85% reduction in increased
Total Suspended Solids.

12. In the San Marcos River Protection Zone, require a Stream Protection Volume of 1.25-inches and
treatment level of 80% reduction in increased Total Suspended Solids.

13. In the San Marcos River Corridor, require a Stream Protection Volume of 1.60-inches and
treatment level of 89% reduction in increased Total Suspended Solids.

14. Include the designation of Sub-Minor waterways (waterways having a drainage area of between
5 and 50 acres) in the Edwards Aquifer Transition Zone and Contributing Zone within the
Transition Zone.
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CODE SMTX  
DOWNTOWN PARKING  
REDUCTIONS AND FEE-IN-LIEU 
August 3, 2017 

INTRODUCTION 

Some cities allow developers to pay a fee-in-lieu of providing parking spaces 
required by zoning ordinances in order to support broader goals for 
economic development and walkability in Downtown and Business Districts. 
This revenue can be used to finance shared parking or other parking demand 
management initiatives.  The Fee is meant to replace the private parking 
spaces the developers would have been required to provide.  

Advantages of Fee-in-Lieu 
In lieu fees have advantages for both cities and developers.  The following 
five points are summarized from a report by Donald Shoup published in the 
Journal of Planning Education and Research, Summer 1999. 

An Option 
In-lieu fees give developers an alternative to meeting parking requirements 
on sites where providing all the required spaces would be difficult or 
extremely expensive. 

Shared Parking 
Public parking spaces allow shared use among different sites whose peak 
parking demands occur at different times. Shared public parking is more 
efficient than single-use private parking because fewer spaces are needed to 
meet the total peak parking demand. Parking that is shared among different 
establishments also allows motorists to park once and visit multiple sites on 
foot. 

Better Urban Design 
Cities can put public parking lots and structures where they do not deter 
vehicle and pedestrian circulation. Less on-site parking allows continuous 
storefronts without dead gaps for adjacent surface parking lots. To improve 
the streetscape, some cities dedicate the first floor of public parking 
structures to retail use. Developers can undertake infill projects without 
assembling large sites to accommodate on-site parking, and architects have 
greater freedom to design better buildings in a more pedestrian-friendly 
environment. 

DOWNTOWN 
PARKING INITIATIVE 
GOALS 
The San Marcos Downtown 
Parking Initiative highlights 
the importance of linking 
parking management to 
broader community strategic 
goals and vertical integration 
of parking functions from 
enforcement to zoning 
regulations.  

The initiative recommends 
fee-in-lieu as a valuable tool 
in meeting parking 
management goals and 
encouraging shared capacity. 

5



Fewer Variances 
Developers often request variances from parking requirements. These variances create unearned economic windfalls, 
granted to some developers but denied to others. If developers can pay cash rather than provide the required parking, 
cities do not need to grant parking variances and can treat all developers equitably. 

Historic Preservation 
The in-lieu policy makes it easier to preserve historic buildings and rehabilitate historic areas by allowing for alternative 
locations of parking garages. 

ESTABLISHING A FEE 

Who Decides? 
Most Cities allow developers the choice of paying the in-lieu fee or provided parking.  Approval of this request can be 
administrative or approved by a board through a special permit.  Cities may also cap the fee-in-lieu payments at a certain 
percentage.  

Some cities require developers to reduce parking and pay a fee-in-lieu for the reduction.  These requirements are made 
with the intention of discouraging the proliferation of surface parking lots, encourage walkability more efficient shared 
parking and good urban design. 

Considerations in setting In Lieu Fees 
A successful Fee-in-lieu program is one that raises enough money to finance projects to off-set the loss in private parking 
while furthering shared community goals for the vision of an area.  Successful projects financed with Fee-in-lieu of monies 
reduce the overall parking needs within an area through more efficient shared parking and reduction in demand through 
improvements in alternative transportation measures. 

Attracting Participation in the Program 
In order to raise enough money to pursue and complete meaningful projects a fee-in-lieu must be a financially attractive 
option for a developer and save enough money to off-set both the cost of the parking and the loss of the amenity in the 
development.  The cost that a developer is willing to pay in lieu of onsite parking is related to more than just the 
construction cost.  Considerations that are factored into the decision include: 

• The cost and availability of land
• The ability to obtain financing with limited on-site owner-controlled parking which can be perceived as an

economic impediment.
• The amount of currently available public parking in the area
• The rate of growth and economic viability in the area.

Raising Enough Money to Finance Meaningful Improvements 
While the fee must be attractive enough to encourage participation in the program the fee also must be high enough to 
allow for the financing and development of additional supply or to make enough transit or non-motorized mode 
improvements to put a dent in parking demand equal to the loss of parking.   
A fee-in-lieu program sets expectations from property owners and the development community that parking supply will be 
added or projects financed to effectively manage parking in line with community goals. 

Fee Structure and Reductions 
In lieu fees can be structured as a flat rate per required space or as a gradual rate based on the number of spaces 
requested. Fees can be required as a one-time fee prior to construction or as an annual fee or both.  Parking reductions can 
function similarly to in lieu fees when they reduction is linked directly to a one-time or ongoing program that serves to 
reduce the demand on the number of parking spaces needed at a development.  In lieu fees should be linked to costs and 
should be updated regularly to account for inflation and changing conditions. 
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Average Cost of Construction for Parking 
Structured Parking 
According to the Carl Walker Parking Structure Cost Outlook for 2015 the National Median Construction Cost was: 
$18,599/ Space.  This does not include the cost of land or the lost opportunity cost from the conversion of space within a 
building from units or commercial square footage to parking. 

Surface Parking 
Average construction cost for a surface parking space is $5,000/space.  This does not include the cost of land. The 
following infographic helps to illustrate the impact of parking on rent and the total project cost. 
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PARKING MANAGEMENT IN SAN MARCOS 

San Marcos is actively working to implement the City’s downtown parking initiative.  Code SMTX offers an opportunity to 
partner with the private sector to implement the strategies in the downtown parking initiative through minimum parking 
requirements, parking reductions, and in-lieu fees in the development code.  The table below illustrates strategies from the 
downtown parking initiative and the opportunities for integration with Code SMTX through parking reductions or Fee-in-
lieu payments.  Program Descriptions in red text are not currently incorporated in the January Revised Draft of the Code. 

Downtown 
Initiative 

Action Item 

Program Description Code 
Tool 

Estimated 
Implementation Cost 

Effectiveness/ 
Proposed Fee 
or reduction 

Shared 
Parking Supply 

Acquisition and construction of 
additional surface lots for long 
term patron and employee 
parking. 

Fee-in-
lieu 
(one time) 

$4M high high $10,000/ 
space 

Acquisition and construction of a 
new parking garage. 

Fee-in-
lieu 
(one time) 

$20M high high $10,000 / 
space 

Leasing, maintaining and 
enforcing on-street or off street 
parking 

Fee-in-
lieu 
(annual) 

mid high $75/ 
space / 

year 
Transit System 
Improvements  

Expanding service to nights and 
weekends  

Fee-in-
lieu 
(one time) 

$4M high high $10,000 

Participate in an Eco-pass 
program providing all employees 
or residents a free bus pass. 

Reduction 
(annual) 

mid high 5% 

Improvements to an existing or 
construction of a new transit stop 
meeting all guidelines. 

Reduction mid high 5% 

Multi-Modal 
System 
Improvements 

Implement a private bike share for 
the exclusive use of residents. 

Reduction 
(annual 
cost) 

low mid 1 space / 5 
Bikes 

Participate in a public bike share 
program with dedicated location 
and sponsorship of a Rack. 

Reduction 
(annual 
cost) 

1 Station: $10k 
(annually) 

mid mid 10% 

Pedestrian Infrastructure 
Improvements like sidewalks, 
street furniture, plazas, street 
trees, screening and design 
enhancements for off-street 
parking lots. 

Fee-in-
lieu 
(one time) 

LBJ/Guadalupe: 
$200k 
Hutchison Lot: 
$345k 
CM Allen: $400k 

high mid $10,000 

Transportation 
Demand 
Management  

Financial contribution to public 
car sharing program. 

Reduction 
(annual 
cost) 

1 vehicle: $25k high mid 5 spaces / 
Car-share 

vehicle 
Private car share where an active 
on-site car-sharing program is 
available for the exclusive use of 
residents. 

Reduction 
(annual 
cost) 

high low 5 spaces / 
Car-share 

vehicle 

De-coupling the cost of parking 
and rent in the rent structure 

Reduction low mid 10% 

Utilization of Remote or Off-Site 
parking 

Reduction 
(annual) 

low mid 1 space/ 1 
space 
rented 

Place based reduction for locating 
in a Mixed Use Walkable area 

Reduction low high 30% 

Black text indicates a tool proposed in the draft 
Red Text indicates a potential tool 
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CASE STUDIES 

The following chart represents the in-lieu of fees that are charged in other communities across the nation 

Community One Time Fee Annual Fee 
Oak Bluffs, MA -- $100 - $50 per space 
Davis, CA Downtown: $4,000/ space 

All other Districts: $8,000 -- 

Coconut Grove, FL $10,000/ space $50/ month 
Palmetto, FL $13,600/ space 
Lake Forest, IL $22,000/ space 
Jackson, WY $8,500/ up to 5 spaces 

$17,000/ 6 or more 
Santa Monica, Ca $20,000/ space 
Bend, OR $510/ space 
Kirkland, WA $6,000 / space 

Following are four different case studies of fee-in-lieu programs and lessons learned. 

9



10



11



Responses from Fee-in-lieu Survey

12



Print

Introduction
The San Marcos City Council will be discussing a fee-in-lieu of parking in the downtown T5 area during a Code
SMTX workshop on September 27, at 5:30PM in the City Council chambers. The City Council would like to hear
your perspective on what would make a fee-in-lieu program successful in San Marcos.

Background Information
Parking Fee-in-lieu White Paper

Name*

Allen Shy

Email Address*

Shyinvestments@gmail.com

Company / Organization

Shy Investments

Additional public off-street surface parking

Additional public off-street structured parking

Maintaining and enforcing current on-street
parking

More robust transit system

More bicycle infrastructure

Enhanced streetscape and sidewalks

Bike share program

Car share program

Goals of a fee-in-lieu program

From your perspective a successful fee-in-lieu program downtown will off-set the loss in parking by financing
these types of programs and improvements.

How much should the fee be and why?

50 dollars a month per space per month. It's the going rate 
downtown to rent a space if you are lucky enough to find 
one. 

Please share any additional thoughts.

New smaller developments that would like to increase the 
number of living spaces downtown would greatly benefit. 
Not all people have or need cars. Having a smaller 
development that rents to bicyclists or people who walk to 
and from work or school would like to live downtown too. 

Supporting Documents

No file chosenChoose File
You can upload any additional
documents or resources to share
here.

Parking Fee-In-Lieu - Submission #25

Date Submitted: 9/12/2017
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Introduction
The San Marcos City Council will be discussing a fee-in-lieu of parking in the downtown T5 area during a Code
SMTX workshop on September 27, at 5:30PM in the City Council chambers. The City Council would like to hear
your perspective on what would make a fee-in-lieu program successful in San Marcos.

Background Information
Parking Fee-in-lieu White Paper

Name*

Brett Gissler

Email Address*

bgissler@egde-re.com

Company / Organization

EDGE Realty Partners

Additional public off-street surface parking

Additional public off-street structured parking

Maintaining and enforcing current on-street
parking

More robust transit system

More bicycle infrastructure

Enhanced streetscape and sidewalks

Bike share program

Car share program

Goals of a fee-in-lieu program

From your perspective a successful fee-in-lieu program downtown will off-set the loss in parking by financing
these types of programs and improvements.

How much should the fee be and why?

Similar to other nearby cities; $1 /hr

Please share any additional thoughts.

Supporting Documents

No file chosenChoose File
You can upload any additional
documents or resources to share
here.

Parking Fee-In-Lieu - Submission #24

Date Submitted: 9/12/2017
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Print

Introduction
The San Marcos City Council will be discussing a fee-in-lieu of parking in the downtown T5 area during a Code
SMTX workshop on September 27, at 5:30PM. The City Council would like to hear your perspective on what
would make a fee-in-lieu program successful in San Marcos.

Background Information
Parking Fee-in-lieu White Paper

Name*

frank gomillion

Email Address*

frank@gkz-arch.com

Company / Organization

GKZ Inc.

Additional public off-street surface parking

Additional public off-street structured parking

Maintaining and enforcing current on-street
parking

More robust transit system

More bicycle infrastructure

Enhanced streetscape and sidewalks

Bike share program

Car share program

Goals of a fee-in-lieu program

From your perspective a successful fee-in-lieu program downtown will off-set the loss in parking by financing
these types of programs and improvements.

How much should the fee be and why?

$2,500/space

Please share any additional thoughts.

Supporting Documents

No file chosenChoose File
You can upload any additional
documents or resources to share
here.

Parking Fee-In-Lieu - Submission #23

Date Submitted: 9/12/2017
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Introduction
The San Marcos City Council will be discussing a fee-in-lieu of parking in the downtown T5 area during a Code
SMTX workshop on September 27, at 5:30PM in the City Council chambers. The City Council would like to hear
your perspective on what would make a fee-in-lieu program successful in San Marcos.

Background Information
Parking Fee-in-lieu White Paper

Name*

John David Carson

Email Address*

johndavid@carsonproperties.net

Company / Organization

Carson Properties

Parking Fee-In-Lieu - Submission #26

Date Submitted: 9/14/2017
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Additional public off-street surface parking

Additional public off-street structured parking

Maintaining and enforcing current on-street
parking

More robust transit system

More bicycle infrastructure

Enhanced streetscape and sidewalks

Bike share program

Car share program

Goals of a fee-in-lieu program

From your perspective a successful fee-in-lieu program downtown will off-set the loss in parking by financing
these types of programs and improvements.
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Efficacy of Fee-in-Lieu
Fee-in-lieu makes sense when there is market demand for parking that cannot be provided 
on-site due to a physical constraint/characteristic of the property. In this instance, the 
developer is motivated to find parking elsewhere or reduce parking demand for its project 
through external means such that the project can be successfully constructed and occupied.

With a fee-in-lieu system, the code-required off street parking minimums just serve as a 
proxy for market demand; therefore, the effectiveness of the fee-in-lieu is tied to how close 
those code-required minimums are to actual market demand for the area (which is really a 
moving target that can vary even block to block). 

If minimum parking requirements are higher than market demand (i.e., min. requirements are 
higher than what a developer would provide if left to just park it to the market), the fee-in-lieu 
will have to be very low because either way the development is incurring a cost increase for 
parking not justified by the market, but artificially put-on by the municipality. Either the project 
won’t be built or it will be built as a luxury product to capture customers that are not price 
sensitive. (Both bad options for the City in the realization of its Comp Plan goals: walkability, 
affordability, environmental protection, sprawl reduction, etc.)

If minimum parking requirements are set at or below market demand for parking, then the 
fee-in-lieu can be set at a healthier rate and still be utilized because now the developer may 
see benefits by funding shared efforts to reduce parking demand (or fund supply) while 
freeing up developable area to enable the construction of another productive economic unit 
(e.g., apartment, condo, etc.) in lieu of parking. (As an aside, in a situation where no parking 
minimums exist, fee-in-lieu can be replaced by a voluntary Buy-In to public facilities or 
demand-reducing programs that may garner equal or greater developer participation).

Existing Demand for Residential Parking Downtown
Empirical data from The Local: Downtown: 71% of actual residents lease parking. We expect 
this number to decline each year. Empirical data from Texas: only 58% of the total population 
of Texas (including children and the elderly which still take up bedrooms) even have a 
driver’s license; only 64% of Texans aged 16-29 even have a driver’s license; and just 75% of 
Texans over 16 even have a driver’s license. On a per resident basis (e.g., per bedroom), 
demand is likely between 0.60 - 0.75 and trending down. In the downtown, fee-in-lieu, if 
used, should be an incentive to get parking demand reduced further and must be coupled 
with minimum parking requirements at or below market demand. (Again, development can 
always elect to provide more parking than the minimum. Parking “minimum” requirements 
really should be backstop minimums set well below market demand).

Cost to Construct Structured Parking
Per our bid and construction data, the average loaded-in cost in San Marcos is likely closer 
to $27,500 - $30,000 per space to construct structured parking for the podium style buildings 
that are required for the original lot sizes/depths in downtown San Marcos and comply with 
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the Downtown and SmartCode/CodeSMTX design standards (e.g., liner buildings on levels 
1-2, alley access, etc).  It would be a rare exception (possibly never) that a free-standing or 
pre-cast parking structure could be built in downtown San Marcos, which is what drives down 
the national averages a bit (which themselves are all over the place if you look at different 
sources) as you have a lot of corporate garages of the basic, pre-cast box ilk. You can’t build 
that in downtown San Marcos. Overall, like everything else in construction, the cost is likely 
increasing. Texas State’s new Master Plan has parking spaces budgeted at $38,000+ per 
space.

The Purpose of Fee-in-Lieu and Rate Setting
The point of a fee-in-lieu is to incentivize development (typically urban residential) to occur 
that otherwise would not be able to due to municipal parking “requirements.” The premise 
works on the assumption that the City wants these projects to be built so that it in return 
receives high quality urban development that allows it to more effectively manage parking 
demand and supply through investment in shared/public facilities (whether that be by 
eliminating trips based on walkability and improved pedestrian facilities, providing shared 
public parking facilities, or enhancing public transit). In addition, these developments, 
especially in San Marcos, are also exceptional contributors to the property tax base. Already 
in San Marcos, the two previously existing residential complexes (Vistas, Sanctuary) make 
up over 40% of the assessed value of the Downtown. The two new residential complexes 
that have or will come online for 2017 (The Local and The Pointe) will bolster the downtown 
tax base further and make those four projects contribute way over half of the downtown’s 
assessed value. [Along these lines, the downtown TIRZ has a lot of money in it already and 
is going to start compounding even further with these new developments. What is the City 
doing with this great financial resource? Even without fee-in-lieu, these downtown residential 
developments have already established an incredible amount of funding for the City to do 
something with to reduce downtown parking demand.] 

As such, the fee-in-lieu should be set well-below the cost to construct structured parking and 
at a rate low enough to actually incentivize the addition of units. Setting a one-time rate 
somewhere around 25-35% of the cost to construct feels like a ratio that would get used and 
still provide enough revenue to be meaningful, but only if parking requirements are set at or 
below market demand. So, the Staff’s $10,000 per space recommendation feels in the 
ballpark. If parking ratios are set above market demand, that fee-in-lieu rate would need to be 
discounted down proportionate to how over-parked the parking minimums would be.

I discourage annual fees-in-lieu being used in addition to the one-time fee. This will be 
challenging to administer, difficult to track both for the City and the private market, and as 
parking demand reduces in the future, projects/residents may be forced to continue to pay 
fees in that are no longer justified. Keep it simple.
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Better Option Than Fee-in-Lieu 
All this said, parking expert Donald Shoup, referenced from 1999 in the white paper provided 
by staff as noting fee-in-lieu of as an option, actually recommends eliminating parking 
requirements altogether. Eliminating parking minimums is now widely accepted by urban 
planning and design thought-leaders as the most effective way to reduce parking demand 
and enable the building of complete and dynamic places that support multi-modal 
transportation networks — such as are called for in the Comprehensive Plan. Eliminating 
parking requirements is echoed by the (Obama) White House as one of its ten 
recommendations to promoting health housing markets in its Housing Development Tool Kit 
released in September 2016 (attached).

This does not mean there would be no parking delivered for new developments. Any 
developer will tell you that a project must meet market demand in order to be underwritten by 
banks, investors, and capital markets — and that includes having adequate on-site parking, 
access to other parking, or the ability to manage down demand. What market-based parking 
does is reveal the cost of parking to consumers because developers deliver enough parking 
to meet demand and then charge a premium for any excess. This allows residents to make 
more informed decisions about their transportation options instead of being duped into 
thinking it’s a free good. Because there is never enough of anything that is (or believed) to be 
free, once the actual cost of parking is shown to consumers it leads to less car ownership 
and less driving, traffic, and demand for parking overall.  

There are the obvious environmental, health, safety, and tax base benefits of decreased 
rates of driving and parking supply. But, decreased rates of driving and parking supply are 
also required to create demand for a “More Robust Transit System,” “More Bicycle 
Infrastructure,” “Enhanced Streetscapes and Sidewalks,” “Bike Share Programs,” and “Car 
Share Programs.”

Instead of continuing to include a complex parking requirements section of the Code 
including Fee-in-Lieu, etc., I recommend that San Marcos do what Buffalo, NY has done and 
simply remove minimum parking requirements across the board. Or, at least, do what a 
myriad of towns and cities have done across the country and eliminate them in the 
downtown.

The City has full control over the downtown parking situation and all the tools it needs to 
manage demand and act now. Just follow Donald Shoup’s three recommendations: (1) 
Eliminate Off-Street Parking Requirements (2) Charge the Right Price for On-Street Parking 
and (3) Spend the Revenue from the On-Street Parking Directly on the Streets Where It Is 
Earned to Fund Public Infrastructure and Services.

Additional Thoughts on Minimum Parking Requirements
Minimum off-street parking requirements are almost always set well above actual demand 
such that there is an ample supply of vacant or underused spaces (see: any shopping center 
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parking lot any day of the year - even on Black Friday - or the parking lot of most any garden-
style apartment any time). When the economic cost to deliver the excessive minimums that 
have been included in the LDC for decades now is relatively low (e.g., surface suburban 
parking lots), it just gets built because it ensures a predictable permitting process and the 
cost is low enough to hide from shoppers or residents (however, we all know that this has 
been a primary driver in fueling sprawl and has already had disastrous environmental 
consequences).  Alternatively, when the cost to deliver parking is relatively high (e.g., 
structured urban parking in downtown areas), one of two things happen (as mentioned 
above) - (1) those walkable projects are not built at all or (2) only luxury products are built 
where consumers are price insensitive and will just pay the premium.
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HOUSING DEVELOPMENT TOOLKIT 

September 2016 
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2 
  

Executive Summary 
 

Over the past three decades, local barriers to housing development have intensified, particularly 

in the high-growth metropolitan areas increasingly fueling the national economy.  The 

accumulation of such barriers – including zoning, other land use regulations, and lengthy 

development approval processes – has reduced the ability of many housing markets to respond to 

growing demand.  The growing severity of undersupplied housing markets is jeopardizing 

housing affordability for working families, increasing income inequality by reducing less-skilled 

workers’ access to high-wage labor markets, and stifling GDP growth by driving labor migration 

away from the most productive regions. By modernizing their approaches to housing 

development regulation, states and localities can restrain unchecked housing cost growth, protect 

homeowners, and strengthen their economies. 

 

Locally-constructed barriers to new housing development include beneficial environmental 

protections, but also laws plainly designed to exclude multifamily or affordable housing.  Local 

policies acting as barriers to housing supply include land use restrictions that make developable 

land much more costly than it is inherently, zoning restrictions, off-street parking requirements, 

arbitrary or antiquated preservation regulations, residential conversion restrictions, and 

unnecessarily slow permitting processes.  The accumulation of these barriers has reduced the 

ability of many housing markets to respond to growing demand.   

 

Accumulated barriers to housing development can result in significant costs to households, 

local economies, and the environment. 

 

 Housing production has not been able to keep up with demand in many localities, 

impacting construction and other related jobs, limiting the requisite growth in population 

needed to sustain economic growth, and limiting potential tax revenue gains.  

 Barriers to housing development are exacerbating the housing affordability crisis, 

particularly in regions with high job growth and few rental vacancies. 

 Significant barriers to new housing development can cause working families to be pushed 

out of the job markets with the best opportunities for them, or prevent them from moving 

to regions with higher-paying jobs and stronger career tracks.  Excessive barriers to 

housing development result in increasing drag on national economic growth and 

exacerbate income inequality.  

 When new housing development is limited region-wide, and particularly precluded in 

neighborhoods with political capital to implement even stricter local barriers, the new 

housing that does get built tends to be disproportionally concentrated in low-income 

communities of color, causing displacement and concerns of gentrification in those 

neighborhoods. Rising rents region-wide can exacerbate that displacement. 

 The long commutes that result from workers seeking out affordable housing far from job 

centers place a drain on their families, their physical and mental well-being, and 

negatively impact the environment through increased gas emissions.  
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 When rental and production costs go up, the cost of each unit of housing with public

assistance increases, putting a strain on already-insufficient public resources for

affordable housing, and causing existing programs to serve fewer households.

Modernized housing regulation comes with significant benefits. 

 Housing regulation that allows supply to respond elastically to demand helps cities

protect homeowners and home values while maintaining housing affordability.

 Regions are better able to compete in the modern economy when their housing

development is allowed to meet local needs.

 Smart housing regulation optimizes transportation system use, reduces commute times,

and increases use of public transit, biking and walking.

 Modern approaches to zoning can also reduce economic and racial segregation, as recent

research shows that strict land use regulations drive income segregation of wealthy

residents.

Cities and states across the country are interested in revising their often 1970s-era zoning codes 

and housing permitting processes, and increasingly recognize that updating local land use 

policies could lead to more new housing construction, better leveraging of limited financial 

resources, and increased connectivity between housing to transportation, jobs and amenities.   

This toolkit highlights actions that states and local jurisdictions have taken to promote 

healthy, responsive, affordable, high-opportunity housing markets, including:  

 Establishing by-right development

 Taxing vacant land or donate it to non-profit developers

 Streamlining or shortening permitting processes and timelines

 Eliminate off-street parking requirements

 Allowing accessory dwelling units

 Establishing density bonuses

 Enacting high-density and multifamily zoning

 Employing inclusionary zoning

 Establishing development tax or value capture incentives

 Using property tax abatements
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"We can work together to break down rules that stand in the way of building new housing and 

that keep families from moving to growing, dynamic cities." 

-- President Obama, remarks to the U.S. Conference of Mayors, January 21, 2016 

 

 

 

A stable, functioning housing market is vital to our nation’s economic strength and resilience.  

Businesses rely on responsive housing markets to facilitate growth and employee recruitment.  

Construction workers, contractors, and realtors depend on stable housing markets to fuel their 

careers.  And the availability of quality, affordable housing is foundational for every family – it 

determines which jobs they can access, which schools their children can attend, and how much 

time they can spend together at the end of a day’s commutes. 

 

Our nation’s housing market was in crisis when President Obama took office.  In the first quarter 

of 2009, national home prices had fallen roughly 20 percent since mid-2005, leaving nearly 13 

million households underwater.  Today, the market nationwide has made tremendous strides, as 

the recovery helped households regain $6.3 trillion of the real estate equity lost during the 

recession and lifted 7.4 million households out of negative equity since 2011, more than cutting 

in half the number of homeowners underwater.   

 

This national recovery, while central to our broader economic recovery, has occurred during a 

period of increasing awareness of underlying regional challenges in housing markets. The 

recovery has been measured in home and property values but new production starts have not kept 

pace with historic levels we saw before the recession. In a growing number of metropolitan 

areas, the returning health of the housing market and vibrant job growth haven’t led to resurgent 

construction industries and expanding housing options for working families, due to state and 

local rules inhibiting new housing development that have proliferated in recent decades.  In such 

regions, these rules have resulted in undersupplied markets, reducing options for working 

families and causing housing costs to grow much faster than wages and salaries.  And as 

Matthew Desmond recently documented in Evicted, families facing extreme rent burden often 

suffer lasting trauma resulting from their housing insecurity, destabilizing their lives and marring 

their prospects for upward economic mobility.1 

 

As fewer families have been able to find affordable housing in the regions with the best jobs for 

them, labor mobility has slowed, exacerbating income inequality and stifling our national 

economic growth.  But this hasn’t happened everywhere.  In more and more regions across the 

country, local and neighborhood leaders have said yes, in our backyard, we need to break down 

the rules that stand in the way of building new housing – because we want new development to 

replace vacant lots and rundown zombie properties, we want our children to be able to afford 

their first home, we want hardworking families to be able to take the next job on their ladder of 

opportunity, and we want our community to be part of the solution in reducing income inequality 

and growing the economy nationwide. 

 

This toolkit highlights the steps those communities have taken to modernize their housing 

strategies and expand options and opportunities for hardworking families. 
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Prevalence of Local Barriers to Housing Development 
 

Over the past three decades, local barriers to housing development have intensified, particularly 

in the high-growth metropolitan areas increasingly fueling the national economy.  Locally-

constructed barriers to new housing development include beneficial environmental protections or 

well-intentioned permitting processes or historic preservation rules, but also laws plainly 

designed to exclude multifamily or affordable housing.  Local policies acting as barriers to 

housing supply include land use restrictions that make developable land much more costly than it 

is inherently, zoning restrictions, off-street parking requirements, arbitrary or antiquated 

preservation regulations, residential conversion restrictions, and unnecessarily slow permitting 

processes. 

 

Though no comprehensive and uniform measure for such barriers exists, given the wide range of 

local regulations and processes affecting housing development volumes and timelines, several 

national and local indicators support the observations of housing researchers and practitioners 

that such barriers have tightened.  Researchers examining proxy measures – including the 

prevalence of zoning and land use cases in state courts, which correlate strongly with static 

indices of housing barriers and supply constraint surveys – have found that barriers to housing 

development increased rapidly from 1970 to 1990, and continue to increase through the present 

day.2  Researchers have also documented a sharp increase in the gap between home prices and 

construction costs, with stringent housing regulations now driving cost increases previously 

shaped by construction costs and quality improvements.3,4  Localized studies have supported 

these national conclusions – documenting sharp increases in zoning and other land use 

restrictions in metropolitan Boston,5 New York City,6 Los Angeles,7 and San Francisco.8  

 

 

  
Source: Gyourko, Malloy (2015) 
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Barriers to housing development are erected largely at the local level, and vary widely across 

states and metropolitan areas as a result.  But the intensity and impact of such barriers are most 

evident in the vibrant job-generating regions where fervent demand far outstrips supply.  Though 

popular coverage of these challenges has been most focused on the Bay Area, Seattle, and major 

East Coast cities, Los Angeles provides a clear illustration of the impact of the primary barrier to 

development – restrictive zoning.  In 1960, Los Angeles was zoned to accommodate 10 million 

people; after decades of population growth and increased demand, the city is today zoned for 

only 4.3 million people.9  As Los Angeles leaders face a housing affordability and homelessness 

crisis, Mayor Garcetti and members of the City Council have tackled this problem by endorsing 

state plans to increase development and pushing for updated city plans and approval processes to 

facilitate new housing construction, in addition to committing new city funds toward affordable 

housing. 
 

Los Angeles – Zoned Residential Capacity Over Time 

 
  Source: Morrow (2016) 
 

 

The vast majority of the nation’s largest cities are feeling the crush of sharply increased housing 

costs outpacing wages, with 9 of the largest 11 cities seeing rising rents and tightening vacancy 

rates, but this problem is now being felt in smaller cities and non-coastal locations that have 

historically enjoyed the benefits that come with an adequate supply of housing affordable to low- 

and moderate-income families. Growing, dynamic cities like Atlanta, Denver, and Nashville 

used to be able to tout housing affordability as a key asset – but now see rents rising above the 

reach of many working families.10 Inland cities have experienced some of the largest increases in 

rent in recent years, despite lacking the topological space constraints faced by coastal cities.  

 

Effects of Local Barriers to Housing Development 
 

The accumulation of state and local barriers to housing development – including zoning, other 

land use regulations, and unnecessarily lengthy development approval processes – has reduced 

the ability of many housing markets to respond to growing demand.  The increasing severity of 
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undersupplied housing markets is jeopardizing housing affordability for working families, 

exacerbating income inequality by reducing workers’ access to higher-wage labor markets, and 

stifling GDP growth by driving labor migration away from the most productive regions.   

 

These effects are increasingly visible in communities nationwide.  In just the last 10 years, the 

number of very low-income renters paying more than half their income for rent has increased by 

almost 2.5 million households, to 7.7 million nationwide, in part because barriers to housing 

development are limiting housing supply.11  Since 1960, the share of renters paying more than 30 

percent of their income for rent has more than doubled from 24 percent to 49 percent.12 And over 

that time, real household income increased by 18 percent, but inflation adjusted rents rose by 64 

percent.  

 

 

 
 

Emerging research has shown that in areas with high-cost housing such as California, zoning and 

other land-use controls contribute significantly to recent sharp cost increases, reflecting the 

increasing difficulty of obtaining regulatory approval for building new homes.13   

 

Not all barriers to housing development have negative impacts – local land use policies and 

regulations can increase the supply of well-located affordable housing, address externalities such 

as environmental impacts associated with development, create better connections between 

housing options accessible to transit, and support the fiscal health of states and localities.  But the 

accumulation of even well-intentioned land-use policies can restrict housing availability; create 

uncertainty for developers and limit private investment; exacerbate the imbalance between jobs 

and housing; and induce urban sprawl.  

 

Costs and negative impacts of excessive barriers to housing development 
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Housing production has failed to expand in too many regions with strong demand, artificially 

depressing the availability of construction and related jobs, limiting the ability for local 

populations to expand in response to job growth, and reducing the potential for increased local 

tax revenue.  In these regions, new market-rate construction shifts toward predominantly, and 

sometimes exclusively, larger or higher-end units as a manifestation of supply constraints, 

because when there are large fixed costs to building, as is the case when land use policies are 

onerous, even developers that aren’t profit-maximizing find it difficult to make profits from 

smaller or more affordable units.  

Barriers to housing development are exacerbating the housing affordability crisis, particularly 

in vibrant regions with high job growth and few rental vacancies.14,15,16 The most recent data 

shows that half of renters pay more than 30 percent of their income in rent,17 and more than 1 in 

4 are severely rent-burdened, paying more than 50 percent of their income in rent. 18 For families 

working to buy their first home, rent burdens delay their plans, making it more difficult to save 

for a down payment. While the housing market recovery has meant growing home values for 

existing homeowners, barriers to development concentrate those gains among existing 

homeowners, pushing the costs of ownership out of reach for too many first-time buyers. This 

has contributed to a lower homeownership rate in the US, which has fallen to its lowest level in 

50 years.19 Homelessness is on the rise in some of our nation’s most rent-burdened cities despite 

continued decreases in homelessness nationwide – for example, according to figures released by 

local homelessness coalitions, Washington, D.C. saw a 31 percent increase in family 

homelessness last year amid a 14 percent increase in homelessness overall, and homelessness 

grew by 6 percent in Seattle and Los Angeles. 

Increasingly, working families are pushed out of the job markets with the best opportunities for 

them, or can’t afford to move to regions with higher-paying jobs and stronger career tracks.  As 

Jason Furman recently discussed in a National Press Club speech, this phenomenon exacerbates 

income inequality.  For the first time in over 100 years, income convergence across states has 

stopped, as population flows to wealthier regions has decreased – which researchers attribute to 

increased housing prices as a result of high local barriers to housing development.20 Where 

housing markets are able to respond more elastically, workers can shift to meet job and wage 

growth through relocation, reducing income inequality. 

When large flows of workers are unable to move to the jobs where they would be most 

productive, local barriers result in increasing drag on national economic growth.  A recent 

study noted that in theoretical models of mobility, economic research suggests our Gross 

Domestic Product would have been more than 10 percent higher in 2009 if workers and capital 

had freely moved so that the relative wage distribution remained at its 1964 level.21 Most of this 

loss in wages and productivity is caused by increased constraints to housing supply in high-

productivity regions, including zoning regulations and other local rules.  This estimate is 

tentative, and would imply that some cities would see counterfactual employment increases of a 

significant magnitude resulting from reduced housing restrictions, but the underlying point is 

clear: output is lost when the supply of workers to high-productivity regions is restrained. Over 

time, this effect can be large enough to meaningfully reduce the nation’s overall economic 

output.  
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When new housing development is limited region-wide, and particularly precluded in 

neighborhoods with political capital to implement even stricter local barriers, any new 

development tends to be disproportionally concentrated in low-income communities of color, 

causing displacement and concerns of gentrification in those neighborhoods, raising market 

rents within neighborhoods experiencing rapid changes while failing to reduce housing cost 

growth region-wide.22 As rents rise region-wide in response to insufficient housing supply, this 

displacement is exacerbated.  Lowered region-wide barriers to new housing development would 

lead to more equitable distribution, allowing neighborhoods to retain character and resources as 

they evolve, while facilitating effective affordable housing preservation options by preventing 

excessively rapid change that generates displacement and dislocation. 

As workers get pushed further and further from job centers – driving from Modesto to San 

Francisco, for example, often two hours each way – excessively long commutes pull them away 

from time with their families, increase strains on mental health and happiness, and contributing 

to further greenhouse gas emissions.23,24,25,26 The impact of these strains is being felt throughout 

the middle class, hurting workers that provide critical services like teachers, police officers and 

firefighters. For example, recent reports highlighted at least a dozen San Jose police officers 

living in RVs in a parking lot near Police Department headquarters to cope with the long 

commutes required by the lack of affordable housing nearby.27 

When barriers to housing development drive up rental and production costs, they constitute a 

countervailing force on housing assistance programs, reducing the impact of already-insufficient 

government resources for affordable housing. This strain on public resources occurs at all 

levels – federal, state and local.  While President Obama’s budget calls for increasing 

investments to provide affordable housing and end family homelessness, HUD’s existing project-

based and housing choice vouchers could serve more families if the per-unit cost wasn’t pushed 

higher and higher by rents rising in the face of barriers to new development. In order to build 

affordable housing, developers are often forced to supplement funding sources like tax credits 

with additional equities and loans, drawing down on state-allocated housing finance agency 

resources and city-held CDBG dollars. As each of these sources is piled onto a critical affordable 

housing resource, it is not available for preservation or additional new affordable housing 

elsewhere in the region.  

Benefits of smart housing regulation 

Housing regulation that allow supply to respond elastically to demand helps cities protect 

homeowners and home values while maintaining housing affordability. As cities make 

investments to attract residents and businesses, vibrant hubs of jobs and culture have attracted far 

more potential residents than many cities’ current zoning practices can accommodate. Without 

building adequate housing to meet the increased demand, cities that have invested in services for 

their residents see rents soar, making those benefits inaccessible to those they were intended to 

help. By allowing housing development to respond to demand, cities would capture the increased 

tax revenue they hope to draw by attracting more residents, and relieve pressure on existing 

working families that would otherwise be priced out of their communities and forced to move.  
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Regions are better able to compete in the contemporary economy when their housing 

development is allowed to meet local needs. When jobs and people move freely, local economies 

flourish, as adequate housing development reduces mismatches between housing and 

infrastructure, or housing and jobs. For decades, Sunbelt cities with more permeable boundaries 

have enjoyed outsized growth by allowing sprawl to meet their need for adequate housing 

supply. Space constrained cities can achieve similar gains, however, by building up with infill, 

reducing the eyesores of vacant lots and vacant or rundown buildings that go undeveloped in 

highly constrained regulatory environments. This approach facilitates cities expanding their 

economies across all sectors, including the essential service sector jobs that allow cities to 

remain attractive, rather than concentrating growth at the high end of the economy.  

Smart housing regulation optimizes transportation system use, reduces commute times, and 

increases use of public transit, biking and walking. A preponderance of a metro area’s 

commuters living far from work in pursuit of affordable housing prevents infrastructure, 

including public transit, from being used efficiently and effectively. Smart housing regulation 

would close the gap between proximity and affordability. More residents with access to walking, 

biking and public transit options also means less congestion on the roads and overall reductions 

in traffic congestion, greenhouse gas emissions, and commute times.  

Modern approaches to zoning can also reduce economic and racial segregation, as recent 

research shows that strict land use regulations drive income segregation of wealthy residents.28 

Inclusionary zoning laws that facilitate working families accessing high-opportunity 

neighborhoods are effective in reducing segregation and improving educational outcomes for 

students in low-income families.29 Research also finds that more localized pressure to regulate 

land use is linked to higher rates of income segregation, while more state involvement in setting 

standards and baselines for land use is connected to lower income segregation, reinforcing to the 

key role that states can play in ensuring access to affordable housing is an even playing field for 

all residents.30 
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Spotlight: Local Barriers and Housing Discrimination 

In tight rental markets, renters flood landlords advertising quality, affordable housing. The 

stronger the local barriers to development, and the tighter the market, the higher the demand for 

units. High demand often reflects quality housing options; however, when rental supply is 

unresponsive to demand, competition can be high for even low-quality units. In such situations, 

it can be extremely difficult for low-income families to find the quality affordable housing they 

need, even when they receive a HUD Housing Choice Voucher to aid them with their rent – 

because some landlords simply refuse to rent to voucher-holders, a practice particularly jarring to 

the thousands of families struggling to escape homelessness through use of a housing voucher. 

Federal fair housing law explicitly prohibits landlords from discriminating against renters on the 

basis of race, religion, familial status or other protected classes.  But many states and localities 

consider discrimination on the basis of voucher payment for rent to be legal in the absence of 

explicit source-of-income protections. Available evidence indicates that renter discrimination is 

widespread, and most harmful in high-barrier rental markets with limited housing options for 

families receiving rental assistance, hindering efforts to enable more low-income families to 

access affordable housing in opportunity-rich neighborhoods. 

Discrimination against voucher holders is prevalent nationwide, especially in high-cost markets, 

and remains prevalent even in the 13 states and dozens of localities that have made such 

discrimination explicitly illegal. Though cities like Chicago, Philadelphia, and Pittsburgh have 

these laws in place, local investigative reporting has documented high rates of ongoing, illegal 

renter discrimination. For example, landlords post “no Section 8” tags on sites like Craigslist.org, 

especially for units in relatively low-poverty areas where constraints to housing development are 

often highest. The rarely-enforced fine for this violation in Chicago is $500. 

Renter discrimination reduces voucher success rates, limiting low-income households’ housing 

options in general, and particularly their ability to move to high-opportunity neighborhoods. The 

Administration’s actions to increase economic mobility, reduce local barriers to housing 

development, advance fair housing, end homelessness, and expand access to opportunity depend 

in part on the ability of low-income families to lease units in neighborhoods of their choosing. 

Barriers to housing development that prevent supply from responding elastically to demand put 

additional pressure on landlords and the rental market. Discrimination, even inadvertent 

discrimination, increases when market conditions increase competition among renters. 

Unsurprisingly, many cities with the highest local barriers have seen increases in homelessness 

in recent years, while nationwide homelessness has been sharply in decline. 

Vouchers are a critical tool for meeting the Administration’s goals of ending veteran, chronic, 

and family homelessness. The President’s historic FY 2017 budget proposal to end homelessness 

by 2020 for every family with children nationwide would invest $11 billion over 10 years, 

primarily in vouchers, to end families’ homelessness, stabilize their housing, and give them a 

foundation to succeed economically.  These goals will be easier to achieve if local leaders reduce 

barriers to housing development and end renter discrimination in their jurisdictions. 
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Framework for Modern Housing Strategies 
 

Cities across the country are interested in revising their often 1950s-era zoning codes and 

housing permitting processes, and increasingly recognize that updating local land use policies 

could lead to more new housing construction, better leveraging of limited financial resources, 

and increased connectivity between housing to transportation, jobs and amenities.  The 

President’s FY 2017 HUD budget includes a $300 million proposal for Local Housing Policy 

Grants to help facilitate those cities’ success in modernizing their housing regulatory approaches. 

 

In markets with high demand but currently inelastic supply, these modern housing approaches 

are likely to lead to more new housing construction, including multifamily rental construction.  

Though much of that housing would likely be market-rate housing, its introduction into the 

marketplace would help slow cost growth in existing and otherwise affordable housing.  In 

markets that have not yet but are poised to experience rapid economic growth in the near to mid-

term (e.g., as result of their advantageous location, emerging industrial growth, or surge in 

resource extraction), promising practices can be embedded into local action as they develop their 

economic growth strategy to ensure that sustained economic growth is achieved. 

 

The Administration has also taken action to reinforce these practices, as the Department of 

Transportation now examines cities’ housing regulatory approaches, and their ability to respond 

elastically to new demand generated by transit projects, as part of their Small Starts and New 

Starts project reviews. 

 

Cities like Chicago, Seattle, Sacramento, and Tacoma and states like California and 

Massachusetts have already begun to foster more affordable housing opportunities by removing 

restrictions, implementing transit-oriented zoning ordinances, and speeding up permitting and 

construction processes.   

 

Role of states and localities 

 

Both states and cities have proven they can break free of the constraints that have stifled 

responsive supply and driven up housing costs across the country. While most states have 

devolved land use control to localities and remain relatively hands-off when it comes to land use 

planning, a number of states have begun to take a more active role in reducing regulatory 

barriers. A strong baseline at the state level creates an even playing field for local land use 

decisions.  

 

Cities and other localities have the greatest opportunity to innovate in efforts to reduce barriers to 

housing supply, given their proximity to the effects of either a constrained or flexible supply. 

Without action, excessive local barriers drive up housing costs, undermining affordable housing 

at most income levels, and resulting in declines in homeownership. Demonstrated success in 

addressing these challenges can help overcome apprehension about neighborhoods evolving and 

growing through new development. 

 

 

 

34



13 
  

 

Spotlight: Impacts on the Ground 

 

“As the head of EMPath, a Boston-based non-profit, that helps low-income families move out of 

poverty, one of the greatest hurdles my staff and participants face is finding affordable housing.  

When we first start working with our participants, many of them are homeless and trying to 

make their way from emergency shelters into permanent housing.  Affordable housing in Greater 

Boston is in such short supply, and the costs are so high that, at their average wages ($10/hr), 

participants have to work 97 hours a week in order to afford the Fair Market rent on a one-

bedroom apartment. If they seek lower cost housing outside of Boston, moving often rips apart 

the work, childcare, and support systems they count on to maintain their precarious family and 

financial stability. 

 

And my staff experience similar problems.  Pay at my organization is far from minimum wage.  

The average employee at EMPath has a Bachelor’s degree and makes about $26/hour.  But even 

at this level, it is hard for staff to find affordable housing in the city and many of them move as 

much as 25+ miles away in order lower housing costs.  When they do this, they add hours of 

commuting to their work week and easily spend $360+/month for their monthly transit passes.  

We routinely have to alter work schedules and the offices where our staff work in order to 

accommodate their commuting needs. 

 

As can be seen from all of this, high housing costs create a drag on everything we are trying to 

do:  stabilize people’s lives, decrease their dependence on public supports, get them into the 

workforce, and run our non-profit business.  It is fundamentally important to address this issue if 

we are going to succeed in improving our economy and opportunity for low and middle income 

workers.” 

 

Elisabeth Babcock 

President and CEO 

EMPath – Economic Mobility Pathways 

Boston, MA 
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Toolkit – Taking Action 
 

This toolkit highlights actions taken by states and local jurisdictions to promote healthy, 

responsive, high-opportunity housing markets, despite the common and sometimes challenging 

political barriers to reform and improvement. This list is not exhaustive – there is a substantial 

amount of good work being done all around the country – but provides several potential starting 

points for local efforts to modernize housing planning and development.  

 

1. Establish by-right development 

 

Most development today goes through a discretionary review process prior to approval, such 

as public hearings or local legislative actions. These processes predispose development 

decisions to become centers of controversy, and can add significant costs to the overall 

development budget due to the delay and uncertainty they engender. The tradeoffs that 

developers make to account for those additional costs can result in lost affordability, quality, 

or quantity of units developed. “As-of-right” or “by-right” development allows projects to be 

approved administratively when proposals meet local zoning requirements.31 Such 

streamlining allows for greater certainty and more efficient development and, depending on a 

locality’s regulatory approach, supports lessening of barriers from density limits and other 

zoning requirements. It can also be targeted to achieve public goals by making “by-right” 

approval contingent on increased affordable housing, transit-oriented development, or energy 

efficiency.  

 

A 2014 report by the Urban Land Institute concludes that “municipalities can facilitate more 

efficient development time frames and reduce costs by enabling more by-right development. 

This can be accomplished by relaxing restrictions related to density, building height, unit 

size, and parking minimums, thereby freeing developers from the need to seek waivers, 

variances, or rezoning.” 32 

 

Some states have enacted or pursued these approaches in efforts to facilitate affordable 

housing development.  In California, Gov. Jerry Brown recently proposed a policy that would 

ensure that new developments that conform with existing local zoning rules and include set-

asides for affordable housing would be approved “by right” – as long as the project is not 

located on sensitive sites, such as wetlands, farmland, flood plains, and earthquake fault 

zones, additional discretionary review requirements would be no longer be required, 

facilitating more rapid development of affordable housing at lower costs. 

 

States can also encourage localities to allow by-right development. For instance, 

Massachusetts allows communities to designate areas as Priority Development Sites, a 

designation that provides an incentive for municipalities to allow by-right development in 

localities where they seek to encourage economic growth.33 

 

Fairfax County, VA, has implemented by-right development in seven districts, with the goal 

of encouraging economic development through flexibility in zoning regulations and 

administrative processes in older commercial areas. These more flexible zoning regulations 
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include 40-50 foot increases in building height, parking requirement reductions, and 

abbreviated fees and approval processes for development changes.34 

 

2. Tax vacant land or donate it to non-profit developers 

 

Nationwide, the number of vacant residential units increased from 7 million in 2000 to 10 

million in 2014.35 Vacant and abandoned properties not only represent lost housing 

opportunities, but can cause significant harm to the surrounding neighborhood. Strategies to 

address these properties can reduce blight and place them back into productive use. In-fill 

development can have significant environmental benefits, as well-resourced urban land can 

be accessed by more people and can also result in larger ridership for public transit when in 

proximity to city centers. A 2014 study found that in the Cleveland area, the sale price of 

homes within 500 feet of a vacant property depreciated by 1.7 percent in low-poverty areas 

and 2.1 percent in medium-poverty areas,36 while a 2010 University of Pittsburgh study 

concluded that the rate of violent crime within 250 feet of a vacant property is 15% higher 

than that within 250 and 353 feet from the property.37 Local governments bear the costs of 

these vacant properties. A 2010 study found that Philadelphia spends more than $20 million 

annually to maintain 40,000 vacant properties, which cost the city over $5 million per year in 

lost tax revenue38.  

 

Localities often face challenges in identifying vacant properties,39 but many jurisdictions 

have enacted vacant property registration ordinances that require individuals to register 

vacant land and often pay a fee, with cities in Florida, California, Illinois and Michigan 

leading the way in implementation. Many localities in these states increase the fees the 

longer a property remains vacant, which encourages lot owners to put their properties to 

more productive use, such as redevelopment.40 Once vacant property has been identified, 

jurisdictions are able to take action to combat the lost revenue and blight that come with 

vacant property by taxing vacant land or donating to non-profit developers.  

 

At the city level, Dallas has addressed vacant property through a land bank, a “government-

created nonprofit corporation designed to convert tax-delinquent and vacant properties into 

affordable housing or other productive uses,”41 which provides “a tool to enable cities to 

more effectively…pursue tax foreclosure on unproductive vacant properties in return 

for…placement into productive use in the development of affordable housing.”42 Dallas also 

acquires vacant lots for affordable single-family housing development, and allows nonprofit 

groups to develop affordable housing by purchasing foreclosed vacant lots or surplus vacant 

lots from the city's inventory at below market price, enabling Dallas to reduce the blight of 

vacant lots and foster more affordable housing development.43   

 

3. Streamline or shorten permitting processes and timelines 
 

Permitting processes can introduce yet another source of cost and uncertainty in the effort to 

increase housing supply through production. Unnecessarily lengthy permitting processes 

restrict long-run housing supply responsiveness to demand, and also present an inefficiency 

for city planners and reviewers whose time could be more effectively spent on essential 
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tasks. Most localities’ permitting processes do not fully leverage new technology to achieve 

greater speed, reliability and efficiency.  

 

San Diego and Austin are two of many cities that have tackled these challenges, streamlining 

and shortening their permitting processes. San Diego’s Expedite Program allows for 

expedited permit processing for eligible affordable/in-fill housing and sustainable building 

projects, with a 5 business day initial review.44  In 2000, the Austin City Council created the 

S.M.A.R.T. Housing program which offers developers of housing that serves low-income 

families waivers for development fees and expedited development review; since 2005, more 

than 4,900 housing units have been completed through this approach. 

 

States have also taken action, with both Rhode Island and Massachusetts driving localities 

toward more streamlined processes.  The Rhode Island 2009 Expedited Permitting for 

Affordable Housing Act provides state permitting agencies with strict deadlines for making 

their decisions, for transit-oriented, dense, or historic preservation projects that are large 

enough to meaningfully increase availability of affordable housing in their communities.  

Massachusetts developed a model set of local permitting practices, with guidelines including 

predictable impact fees, use of objective criteria for by-right zoning, and uniform timelines.  

By incentivizing efficient permit processing at the state and local level, communities are 

better positioned to accelerate development, resulting in increased housing production, more 

stability for contractors and construction workers, and less risk for investors.  

 

4. Eliminate off-street parking requirements 
 

Parking requirements generally impose an undue burden on housing development, 

particularly for transit-oriented or affordable housing.  When transit-oriented developments 

are intended to help reduce automobile dependence, parking requirements can undermine that 

goal by inducing new residents to drive, thereby counteracting city goals for increased use of 

public transit, walking and biking.  Such requirements can also waste developable land, and 

reduce the potential for other amenities to be included; a recent Urban Land Institute study 

found that minimum parking requirements were the most noted barrier to housing 

development in the course of their research.45 By reducing parking and designing more 

connected, walkable developments, cities can reduce pollution, traffic congestion and 

improve economic development. Businesses that can be accessed without a car can see 

increased revenue, increased use of alternative modes of transportation, and improved health 

outcomes for residents. 

 

These requirements have a disproportionate impact on housing for low-income households 

because these families tend to own fewer vehicles but are nonetheless burdened by the extra 

cost of parking’s inclusion in the development. The significant cost of developing parking – 

from $5,000 per surface parking spot to $60,000 underground – is incorporated at the start of 

the project, which can impede the viability and affordability of the construction.46   

 

In 2012, Seattle’s city council voted to relax parking requirements, eliminating requirements 

in center-city areas with frequent transit services within ¼ mile, and reducing them by 50 

percent in neighborhoods outside of those centers given the same minimum level of transit 
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service – sparking a wave of new development, including hundreds of units with no 

associated parking spaces. The study that accompanied this legislative change found that 

parking reduced the potential number of units at a site and increased the expected rental costs 

by 50 percent for a building without parking as compared to that with the mandated level of 

surface parking.47 

Cities such as Denver, Minneapolis and New York City have also demonstrated success in 

taking on minimum parking requirements – Denver lowered parking minimums for low-

income housing, Minneapolis reduced requirements near transit stops, and New York City 

eliminated parking requirements for affordable housing located within ½ mile of a subway 

entrance. The Association of Bay Area Governments also published a rubric guiding parking 

requirement reform across the region, which accompanies the Metropolitan Transportation 

Commission’s Smart Parking Toolbox and funds parking plans for transit station areas. And 

in 2015, the State of California enacted a statewide override of local parking requirements for 

all residential projects near transit that incorporated affordable units. 

5. Enact high-density and multifamily zoning

Local zoning code changes that allow for the development of higher-density and multifamily 

housing, especially in transit zones, can help to alleviate some of the pressure of the growing 

population in many city centers. In Massachusetts, the Smart Growth Zoning act provides 

incentives to local governments that make zoning changes and establish smart growth zoning 

districts, to foster, near transit nodes and city/town centers, denser residential or mixed-use 

zoning districts, including affordable units.48  More recently, in June, the Fairfax, VA County 

Board of Supervisors approved changes to zoning codes to allow for taller buildings near 

Metro stations.49 In Seattle, the city has nearly 800 micro-units with another 1,500 or so in 

the pipeline – more than any other city – yet, changes to the zoning code will disallow future 

approvals of such housing.50 

6. Allow accessory dwelling units

Accessory dwelling units can expand the available rental housing stock in areas zoned 

largely for single-family housing and can address the needs of families pulled between caring 

for their children and their aging parents, a demographic that has been growing rapidly in 

recent years. As a result of the recent recession, young adults have achieved financial 

independence at a slower rate than prior generations. While the number of Americans caring 

for both an aging parent and a child has increased only marginally, the costs associated with 

caring for multiple generations has increased significantly as a greater share of parents 

support their children beyond age 18.51 Accessory dwelling units offer one solution to this 

challenge by facilitating intergenerational living arrangements and allowing more seniors to 

age in place, something that nearly 90% of older Americans desire for themselves and their 

families.52 In addressing the temporary needs of families that are stretched thin, accessory 

dwelling units can create a permanent increase in affordable housing stock. Cities like 

Portland and Santa Cruz had explicitly encouraged this action, while others like San Diego 

have called for changes to allow more such units.  The State of California moved earlier this 

month to streamline state regulations to promote construction of accessory dwelling units. 
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7. Establish density bonuses 

 

Density bonuses encourage housing development and incentivize the addition of affordable 

housing units by granting projects in which the developer includes a certain number of 

affordable housing units the ability to construct a greater number of market rate units than 

would otherwise be allowed. Density bonuses are frequently tied to community goals of 

increased affordable housing and can be effective in driving larger quantities of units 

supplied through new construction.  The State of California requires its local governments to 

grant a density bonus and concession or development incentive, if requested, for 

developments of five or more units including minimum portions of affordable housing or for 

senior housing. 

 

8. Employ inclusionary zoning 

 

Inclusionary zoning requires or encourages the inclusion of affordable units in new 

residential development projects. As of 2014, such policies had been implemented by nearly 

500 local jurisdictions in 27 states and the District of Columbia.53  Not only have such 

policies expanded the availability of affordable housing while allowing for new development 

that otherwise might have been locally opposed, they have also been shown to improve 

educational outcomes for low-income children gaining access to higher-performing 

schools.54 

 

As the Lincoln Institute of Land Policy has noted, inclusionary zoning policies require 

upfront commitment to long-term affordability, and perform best when both producing and 

preserving affordable housing.55  While enforcement is a frequently cited obstacle to 

successful inclusionary housing requirements, Massachusetts’ Chapter 40B provisions 

enables the local Zoning Boards of Appeals to approve affordable housing developments 

under flexible rules if at least 20-25% of the units have long-term affordability restrictions. 

This flexibility reduces barriers created by local approval processes and zoning.56  

 

9. Establish development tax or value capture incentives 

 

Tax incentives for developers who construct affordable housing offer another avenue to 

incentivize development; such incentives have been demonstrated to spur development, and 

have recently been adopted in Seattle and New York City. The Seattle Multifamily Tax 

Exemption program, which was modified and renewed in 2015, provides property owners 

and developers a tax exemption on new multifamily buildings that set aside 20-25% of the 

homes as income- and rent-restricted for 12 years; currently approximately 130 properties in 

Seattle are participating in the program and an additional 90 are expected to begin leasing 

MFTE units between 2016 and 2018.  Adopted in 2015, The New York 420-c Tax Incentive 

program provides complete or partial exemption from real estate taxes for low-income 

housing up to a maximum of 60 years.  

 

 

 

40

http://www.seattle.gov/housing/housing-developers/multifamily-tax-exemption
http://www.seattle.gov/housing/housing-developers/multifamily-tax-exemption


19 
  

10. Use property tax abatements 

 

Like tax incentives, property tax abatements or exemptions can encourage the construction of 

affordable housing and spur development more generally, including by providing abatements 

to affordable housing production during the development phase.  In 1985, Oregon adopted an 

approach to provide property tax abatements to properties in which units will be exclusively 

available to eligible low-income individuals or to vacant land intended to be developed as 

low-income housing. Philadelphia offers a tax abatement from real estate tax for up to 30 

months during the construction of residential housing.57 
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INTENSITY ZONE 
PLANNING 
A majority of the growth 
over the next 30 years is 
accommodated in these 
well planned areas where 
people can meet their 
daily needs within a short 
walk, bike, transit trip, or 
drive. 

CORRIDOR 
PLANNING 
An integrated 
Transportation and Land 
Use program for the City 
of San Marcos that 
corresponds with the 
Vision San Marcos 
Comprehensive Plan is 
implemented. 

NEIGHBORHOOD 
PLANNING  
Detailed sets of maps, 
objectives, and potential 
zoning recommendations 
individualized for each of 
the six neighborhood 
areas that allow and 
require compatible 
development and re-
development based on 
the desires of the 
residents

 THREE PLANNING 
INITIATIVES 
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DEFINITIONS 

 
Character Districts: New form based zoning districts created as part of Code SMTX that address the relationship between 
building facades and the public realm, the form and mass of buildings, and the scale and types of streets and blocks in 
addition to use. 
 
Neighborhood Districts: New zoning districts created as part of Code SMTX to provide compatible options for mixed-
residential housing types at a neighborhood scale.  These districts reflect the input from neighborhood workshops and 
represent the tools that will be utilized to implement future neighborhood plans. 
 
Corridor Overlay Districts: New overlay districts created as part of Code SMTX to apply to major transportation corridors 
as they run through different areas of the community from sensitive environmental or agricultural areas to mixed use and 
employment areas. 
 
Intensity Zones: Areas identified on the Preferred Scenario Map as locations for new development and redevelopment. 
 
Vision San Marcos High and Medium Intensity Zones: The six areas identified during Vision San Marcos Comprehensive 
Plan including: Downtown, Midtown, Triangle, East Village, Medical District, South End, and Star Park. 
 
Existing Neighborhood Areas: The six different Neighborhood Planning Areas including: Eastern Neighborhood, 
Northwest Hills Neighborhood, Western Neighborhood, Heritage Neighborhood, Northern Neighborhood, and Willow 
Creek Neighborhood. 
 
Land Use Corridors: The three different types of land use corridors identified on the Preferred Scenario Map including 
Conservation, Mixed Use, and Employment Corridors are intended to provide guidance on the types of development 
appropriate to different segments of the major transportation corridors. 
 
Preferred Scenario Map: The Land Use Map intended to direct growth in San Marcos adopted as part of the Vision San 
Marcos Comprehensive Plan. 
 
 
 
 
 
 
 
 
 

PLANNING AND DEVELOPMENT SERVICES 
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INTENSITY ZONE PLANNING 
Planning for Vision San Marcos Intensity Zones will directly implement the Vision San Marcos Comprehensive Plan.  It will 
focus on creating places to accommodate the City’s growing population, in well planned and appropriate areas where 
people can meet their daily needs within a short walk, bike, transit trip, or drive. The planning department will work closely 
with the Think Tank in reaching out and including residents, businesses, property owners, and others to review and 
implement Illustrative Plans and updates to the Vision San Marcos Comprehensive Plan for the Vision San Marcos Intensity 
Zones.   
Upon completion, illustrative plans will direct the establishment of new Character Districts to replace the existing 
zoning for properties within Vision San Marcos Intensity Zones.  

• Demonstrate that established boundaries of intensity zones support the type of development 
envisioned in the Comprehensive Plan through the use of detailed illustratives.  

• Create development regulations that result in the types of development envisioned. 
• Streamline the development process in these areas by enabling compatible development 

• Adoption of the Transportation Master Plan to establish connectivity between and through high and 
medium intensity zones. 

• Update the Preferred Scenario Map to adjust boundaries of Intensity Zones to ensure developability. 
• Adoption of Code SMTX establishing new zoning districts that achieve the desired development patterns. 
• Implementation of new districts in select areas through a zoning initiative. 

 

WHAT   

HOW   

OUTCOME           A majority of the growth over the next 30 years is accommodated in these well planned 

areas where people can meet their daily needs within a short walk, bike, transit trip, or drive. 

SMTX LONG RANGE PLANNING ROAD MAP 

INTENSITY ZONE PLANNING 
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CORRIDOR PLANNING 
Corridor Planning will directly implement the Transportation Master Plan and the Vision San Marcos 
Comprehensive Plan It will focus on implementing a context sensitive thoroughfare plan that connects Intensity 
Zones across the City.  The planning and engineering departments will work closely with the Think Tank in reaching 
out and including residents, businesses, property owners, and others to review and implement a corridor plan and 
complementary corridor districts. 

 

• Establish major transportation networks  
• Provide guidance for the development of those corridors in different areas of the City 
• Ensure that development standards and resulting built environment along those corridors matches the 

guidance from the Comprehensive Plan. 
 

• Adoption of Transportation Master Plan to identify location of major transportation networks 
• Updates to Preferred Scenario Map and Comprehensive Plan text to provide guidance for development 

along different corridors. 
• Adoption of Code SMTX establishing Corridor Overlay Districts 
• Implementation of the Corridor Overlay Districts through a zoning initiative. 

 

 
 
 
 
 
  

WHAT   

HOW    

OUTCOME An integrated Transportation and Land Use program for the City of San Marcos that 

corresponds with the Vision San Marcos Comprehensive Plan is implemented. 

SMTX LONG RANGE PLANNING ROAD MAP 

CORRIDOR PLANNING 
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NEIGHBORHOOD PLANNING 
Neighborhood Planning directly implements the Vision San Marcos Comprehensive Plan.  It ensures that each 
neighborhood maintains its existing character, and follows development and redevelopment patterns desired by 
the residents and property owners.  Code SMTX will use the input received throughout the process including 
extensive neighborhood workshops to develop appropriate tools that can be utilized within neighborhoods to 
ensure compatible development   

• Update the Comprehensive Plan and Preferred Scenario Map to reflect the 6 Neighborhood Planning
Areas and their general character.

• Build a framework into Code SMTX for new neighborhood scale zoning districts that are more
compatible with existing neighborhoods.

• Draft a Neighborhood Character Plan identifying
o Areas susceptible to change that need additional planning and the vision for those areas and
o Measurable Objectives in each neighborhood area

• Implement Neighborhood Character Plans within each neighborhood area based on community desires.

• Adopt Code SMTX including new tools to require compatible zoning and land use.
• Prioritize Neighborhood Areas and draft Neighborhood Character Planning for each Neighborhood Area

individually
• Utilize the vision established during Neighborhood Character Plans to implement appropriate zoning and

transportation networks in Existing Neighborhood Areas

WHAT 

HOW  

OUTCOME Detailed sets of maps, objectives, and potential zoning recommendations individualized for 

each of the six neighborhood areas that allow and require compatible development and re-
development based on the desires of the residents. 

SMTX LONG RANGE PLANNING ROAD MAP 

NEIGHBORHOOD PLANNING 
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12 Month 
Timeline 

 
 

January 2018 
February 2018 
February 2018 

March 2018 
May 2018 
July 2018 

December 2018 

Adopt Code SMTX  
Prioritize Future Planning Projects 
Zoning Initiative Begins 
Prioritize Neighborhood Areas and approve RFP 
Neighborhood Character Studies Begin 
Six Month Review of the new LDC 
Begin next major planning project 

SMTX LONG RANGE PLANNING ROAD MAP 

Long Range Planning Timeline 
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Code SMTX Strategy Development and Process 
 
The main goals for the project remain unchanged and include: 

 
1. Implementing the policies in the Comprehensive Plan by moving away from a One-Size-Fits-All 

Code Approach and 

2. Creating a User-Friendly, Modern  Code 

 
Strategy Development 
The strategy for Intensity Zones on the Comprehensive Plan was developed during the Code Rodeo 
and further developed during the zoning for character workshops 
Environmental Workshops were held to begin identifying the strategy for environmental standards. 
Neighborhood Workshops were conducted to understand the needs and develop a strategy for 
addressing existing neighborhoods. 
The Think Tank was used throughout this process as a sounding board and to assist staff in making 
sure that we were on the right track with how to apply the input received and the guidance from 
the comprehensive plan into a code strategy for all of the major and key issues for San Marcos.   
The   Think Tank began by identifying the major issues then worked with staff on development the     
strategy for how to deal with those major issues. This process and the decisions made are 
documented in the Issue Exploration reports. 

 
Strategy Refinement and Draft  Code 
An in person and Virtual Open House displayed all of the major changes in the code to the public  
prior to release of the Public Draft Code and included a survey asking people if we were on the right 
track with the proposed  strategies. 
The Public Draft was released in May 2016 and included a brochure highlighting all of the changes. 
Over 1,000 comments were received. These comments reflected the major changes and important 
issues in San Marcos. An open house presenting the public draft was held. Staff responded to all 
comments and categorized them as technical, minor, major or other changes/ comments. These are 
included here. 

 

January 6 Draft 
Since the release of the code on January 6 numerous workshops and work sessions have been 
designed to highlight all of the policy level changes identified in the code, answer all questions and 
concerns, and propose amendments. 
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http://www.sanmarcostx.gov/639/Code-Rodeo
http://www.sanmarcostx.gov/673/Zoning-for-Character-Workshop---August-2
http://www.sanmarcostx.gov/650/Environmental-Workshops---March-2015
http://www.sanmarcostx.gov/768/SMTX-Neighborhoods
http://www.sanmarcostx.gov/DocumentCenter/Home/View/2182
http://www.sanmarcostx.gov/672/Virtual-Open-House---November-2015
http://www.sanmarcostx.gov/DocumentCenter/Home/View/2493
http://www.sanmarcostx.gov/DocumentCenter/View/2466
http://www.sanmarcostx.gov/663/Public-Draft-Open-House---June-2016
http://www.sanmarcostx.gov/669/Revised-Draft-Code
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