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Introduction

Our report, “Unequal Access: Protecting Affordable Accommodations Along California’s Coast” was
slated for release in March 2020 with the goal of analyzing the role short-term rentals can play in
expanding access to California’s coast. The COVID-19 pandemic and “shelter in place” order put
those plans on pause as the state and local jurisdictions grappled with how to handle the
unfolding public health crisis. In the following months, the COVID-19 pandemic has created a “new
normal” of limited mobility, minimal tourism, and economic strife. Local governments nationwide
are facing steep budget deficits as a result of decreased tax revenues. Things are far from the
normal California summer season. However, as many have noted, this time may be a time for
growth, change, and reflection, allowing us as individuals and communities to not simply return

to normal, but to create something better and more inclusive.

It is uncertain what this year holds, but it is likely that following the pandemic the “staycation” will
become more popular. For California, this likely means more visitors to the beaches, and more
demand than ever for accommodations—especially those that offer increased privacy and safety.

The past few months have forced Americans to not only face a public health crisis, but a social and
cultural crisis as well. The pandemic has disproportionately impacted Black and Latino Americans
“in a widespread manner that spans the country, throughout hundreds of counties in urban,
suburban and rural areas, and across all age groups,” according to a comprehensive study of
federal data from the New York Times. Compared to White Americans, Black and Latino
Americans are three times as likely to contract the coronavirus, and twice as likely to die'. In the
midst of this crisis, two months after this report was scheduled to be released, George Floyd's
death at the hands of Minneapolis police sparked nationwide protests over a criminal justice
system that systematically discriminates against people of color, especially black males.

The history of unequal access in California extends to one of our most sacred treasures, our
beaches. Until as recently as 1960, California’s beaches were segregated. Even after laws were
passed to eliminate de jure discrimination, de facto segregation continues. However, there are at
least two monuments in California worth remembering: the monument at “Inkwell” Beach in
Santa Monica, and the monument at Bruce's Beach (Manhattan Beach, Los Angeles County).
These two beaches allowed African Americans to visit the beach during segregation.

While today these formal barriers to beach visitation have ended, participation in coastal
recreation at beaches, campgrounds, surf sites, tide pools and other spots is heavily skewed
against people of color, and towards largely affluent groups who already have access. As our
report documents (along with many excellent studies) access to California’s coast is heavily skewed
towards a richer, older and whiter demographic. This skewing is first and foremost caused by the
high cost of housing on California’s coast, though other historical and cultural barriers are also
important.Increasing access requires recognizing these disparities and enacting policies to remedy
them. Coastal communities need to be aware of and sensitive to these barriers—many of which
are economic—in their local coastal plans and policies. With many low and middle-income

1 Oppel, Richard A. Jr et all, “The Fullest Look Yet at the Racial Inequality of the Corona Virus,” New York Times. July 5,
2020.
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Californians living inland, providing affordable overnight accommodation is crucial for inclusive
coastal access. Unfortunately, as work completed by the Coastal Conservancy and Coastal
Commission indicates, the supply of affordable hotels has actually decreased over the past
twenty years, and the current outbreak of COVID 19 is having a profound effect on the hospitality
industry and may lead to permanent closures, especially for smaller operations with limited
access to capital markets.

At the same time, dozens of communities in California, many of them affluent, have placed a de
facto ban and additional restrictions on short-term rentals, up to and including outright bans. In
our study, we discuss two of the coastal cities -- Del Mar and Santa Barbara -- that have actively
sought to restrict short-term rentals and hence access to the coast. These restrictions lower the
supply of overnight accommodations and drive up the price, making access even more affordable
for underserved communities.

To meet these challenges, the State and local coastal communities must embrace change and
encourage policies that increase access. Short-term rentals (STRs) are one possible solution.
STRs require no new construction, generate significant local taxes, and provide overnight
accommodations in cities that have few other options.

In addition to the loss/damage to life, the COVID pandemic has wreaked havoc on State and local
governments. By one estimate, the State of California will lose $2.5 billion in taxes this year (2020)
and local jurisdictions will lose over a billion dollars?. Unlike the federal government, state and
local governments cannot borrow money to make up for budget deficits, so budgets will need to
be cut during a pandemic.

For local governments, short-term rentals can provide a significant new source of revenue,
without raising taxes, while also increasing access to the coast. Our report examines these issues
and provides a number of recommendations for policies that would increase access,, e.g., setting
aside a certain percentage of STRs for underserved communities.

We believe achieving access for all will require the cooperation of all stakeholders including the
private sector. Finding a solution—as with many issues highlighted by recent events—will require
dialogue between business, State and local government, environmental and social justice groups,
and other stakeholders, in order to forge a sustainable and equitable long-term solution.

Dr. Philip G. King and Sarah Jenkins

2 See Estimates of State and Local Government Revenue Losses from Pandemic Mitigation, By Stephan Whitaker, Policy
Economist Il, Federal Reserve Bank of Cleveland May 13, 2020, https://www.clevelandfed.org/newsroom-and-events/publi-
cations/cfed-district-data-briefs/cfddb-20200513-estimates-of-state-and-local-government-revenue-losses-from-pandemic-
mitigation.aspx.
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Executive Summary

The 1976 California Coastal Act was created to protect and preserve California’s iconic coastline
and beaches and to ensure that everyone has “maximum access...[to] recreational opportunities”
of this precious resource?, The Act created the California Coastal Commission with the mandate

to help protect and ensure access. Today, however, this access is being threatened by the high
cost of California’s coastal real estate, which has pushed many Californians to move inland, farther
away from the coast in search of affordable housing. Numerous studies, cited within this report,
have found that while visiting the coast is highly desired by most Californians, many feel that a
visit is simply too costly. Travel costs and accommodation are the most prohibitive expenses—
expenses which continue to increase as more of California’s middle- and low-income families are
displaced inland due to housing costs.

The high cost of accommodation along the coast presents a significant barrier for many
households. The supply of affordable rooms fails to meet the demand of millions of residents who
do not live close enough to the coast to make a daytrip. Over the past decade, many budget hotels
along the coast have closed or have been refurbished and raised their prices well beyond what
many families can afford. Economy class hotels along the coast have closed at a far greater rate
than other, more expensive types of accommodations. Many previous studies point to a significant
decline in the number of overnight coastal accommodations that are affordable (defined as 75%

of the average daily price for a hotel room in California, which was $137 a night in summer 2018).
The lack of such options means that some households who would otherwise visit the coast cannot,
because they cannot afford the cost of an overnight stay (Figure E1 below).
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Figure E1: Loss of hotel rooms in California by class (Ainsworth 2016).

3 1976 California Coastal Act, Section 30210
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During the high season—from mid-June until September—prices are often much higher than at
other periods (see Figure E2 below). The supply of coastal hotel rooms is particularly strained
during the summer when there are not enough hotel rooms of any class let alone those classified
as lower cost. Hotels respond to this demand with increased prices. An accommodation that may
have been affordable to a lower-income family in February is far out of reach in July when most
Californians wish to visit the coast.
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Figure E2: Average daily rate for overnight accommodation in California:
coastal and non-coastal.

Camping may provide an option for some households seeking lower cost accommodation.
However, coastal campsites are also very limited, especially in summer, and some are under
threat from coastal erosion. The supply of campsites in California has not kept up with demand,
especially in high season. Moreover, even though booking a campsite is affordable, it requires
costly equipment that may exclude many families and often requires one to make reservations
well in advance. Studies of camping participation also indicate that despite the relatively low
cost, participation in camping also skews heavily towards more affluent groups and away from
communities of color.

The lack of affordable accommodation along the coast creates a significant barrier to coastal
access and makes it harder for families to visit. Given this challenge, it is imperative that California
explore alternative means to expand the supply of lower cost coastal accommodations.
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Alternative Options:
Short-Term Rentals

One possible solution to the lack of affordable overnight accommodations on the coast are short-
term rentals (STRs). Unlike campsites or hotels, expanding the number of STRs does not require
new construction on or near California’s coastline but instead utilizes existing properties. Rentals
allow for the use of property otherwise unoccupied and may offer much needed income to hosts
in expensive coastal communities. STRs have been providing accommodation for Californians
wishing to visit the coast for decades, offering a significantly different experience than staying in a
hotel or camping. Indeed, the California Coastal Plan, which laid the groundwork for the California
Coastal Act, mentions home-sharing as a means of coastal access dating back prior to 1975. In
addition, STRs may be especially suited to families or larger groups as they often offer kitchens,
gathering spaces, multiple bedrooms and bathrooms, and are often less expensive per visitor than
a hotel room.

As indicated in the literature review in this study, empirical studies of STRs indicate that the entry
of STRs typically results in lower hotel rates, especially at peak periods. STRs offer competition
and a flexible supply, which can be scaled to meet demand more easily. Hotels respond to this
competition by lowering their prices. This benefits all visitors, including those who do not utilize
the rentals. Furthermore, STRs can bring in visitors who may not have been able to access the
coast before or may have chosen not to due to the difficulty of finding accommodation in the high
season or desiring the specific amenities they can find at an STR.

Short-term rentals also make sense economically in communities where demand is highly
seasonal as is the case with many coastal communities where beach and other recreation peaks
in the summer. Building new hotels to serve a demand for a few months of the year makes little
sense, and hotels must charge high rates in peak summer months to remain economically viable.

Short-term rentals have become more popular along California’s coast and elsewhere as online
platforms make it easier for potential visitors to locate, evaluate (through photos, maps, and other
guest ratings), and book a property all in a few minutes. The recent popularity of STRs has also

led to concerns in local communities about the character of neighborhoods that have traditionally
been composed of single-family dwellings occupied by one family. Coastal communities up and
down California have struggled with how to regulate STRs.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 10



The Housing Crisis and
Coastal Affordability

California’s housing crisis is most acute in the Coastal region, near rapidly growing economic
powerhouse cities such as San Francisco and Los Angeles. In these cities, demand for housing has
far surpassed supply. Due to a combination of regulatory lags, permitting issues, and pushback
against higher density construction and up-zoning, there has not been a substantial increase in
housing construction necessary to meet this demand. Local authorities face pressure from many
residents who worry about the burdens associated with expanding the supply of housing. As a
result, housing has become scarce and prices have skyrocketed.

Rising housing costs have displaced many middle- and low-income residents inland. This means
that many Californians, including nurses, police, teachers, and service workers, cannot afford

to live where they work and must suffer long commutes. This displacement often results in a
concentration of exclusive wealth and resources along the accessible only by the wealthy. This
report focuses on the lack of access to California’s coast.

Several key studies by the California Coastal Conservancy, the Coastal Commission, and others
have highlighted this access issue and all point out that the increased cost of coastal access

falls disproportionately on low- and moderate- income households as well as communities that
have been historically excluded or discouraged from going to the coast, such as Latino residents
and people of color. Latino Californians in particular desire to visit the coast but are especially
sensitive to the high costs of travel and accommodation. As discussed in this report, the counties
of California’s Inland Empire, where a visit to the coast on a hot summer day likely requires an
overnight trip, are virtually all Latino majorities. For many inland families, the cost of a necessary
overnight stay is a major impediment to visiting the beach.

Indeed, California’s coast has become increasingly inaccessible—with the majority of areas

far more affluent, less diverse, and older than the state overall. This exclusivity produces an
inequity that runs counter to the aims of the California Coastal Act. Access to the resources and
opportunities associated with California’s coast is not distributed fairly among California's diverse
population. Often, those who can afford to spend the least to visit the coast must spend the most
as lower-income communities inland face the highest travel costs and accommodation burdens.

As the case studies in this report indicate, cities that have become less and less affordable, like
Santa Barbara or Del Mar, have also enacted restrictive legislation limiting short-term rentals.
Just as these cities have often imposed restrictive ordinances and zoning laws to limit affordable
housing for their residents, they have also imposed similar restrictions on short-term rentals with
similar results.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 11



Financial Resilience

As communities across California discuss and debate adapting to climate change, one issue is
clear: adaptation will be expensive. For example, a recent study (Aerts et al. 2018) estimated
that Los Angeles County will face climate change costs of $4.3 to $6.4 billion by 2100. All of these
expenses will be on top of existing financial obligations for education, public safety, affordable
housing and many other issues facing California today. Local governments will need new or
enhanced sources of revenue to pay their share of climate resilience.

The California Coastal Commission and Coastal Conservancy have sponsored work on numerous
local coastal programs (LCPs) aimed at helping coastal communities adapt to sea level rise. While
these LCPs differ, all have one thing in common—their implementation will be costly and must be
financed somehow, including local participation.

Transient occupancy taxes (TOTs) offer local governments a revenue stream that can easily grow.
Unlike property taxes or sales taxes, in California 100% of TOT revenues go to local communities.
While TOT rates vary by local jurisdiction, most coastal communities in southern California have

a TOT rate of at least 12%. However, efforts to block STRs often lead to the development of black
or grey markets where STR operators do not pay TOTs to their local community. This deprives
these communities of revenues necessary to fund the additional public services required, such as
lifeguards, public safety, improving beaches or other facilities.

Encouraging coastal communities to make STRs properly regulated and tax-paying is critical

for financing resilience. Expanding STRs not only increases access but also increases financial
resilience through increases in TOT revenues. Moreover, as discussed in detail in this report, other
potential sources of local financing, e.g., Geologic and Hazard Abatement Districts (GHADs) or
other levies on property taxes tend to promote resilience pathways that protect private property
(e.g., armoring) at the expense of public property.

Unequal Access: Protecting Affordable Accommodations Along the California Coast
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Coastal California Case Studies

The case studies provided in this report illustrate some of the issues facing coastal communities.
All communities want to keep their residents safe and preserve their environment. However, some
communities have done so in a manner that excludes many visitors, particularly lower income
households, erecting barriers to entry such as high permitting fees for STRs and severe restrictions
on who can offer STRs and in what neighborhoods.

The STRs policies of three distinct regions along California’s coast were examined, and each
provides a specific understanding of the impacts of local policy on the affordability of STRs. As
these case studies indicate, short-term rentals can coexist with residential neighbors. Oceanside’s
Good Neighbor Policy for short-term rentals provides an excellent example. The city has strict
policies on issues that matter to local residents, including trash, parking, noise, and extra visitors.
Oceanside’s Good Neighbor Policy includes serious fines for people who violate these rules.

Another common argument against STRs is that they drive up local real estate prices, facilitating
gentrification. Some empirical studies indicate STRs can have a modest impact on property values,
but these impacts must be taken into context. The residential real estate in most of these coastal
communities is already beyond the means of the vast majority of Californians. Therefore, reducing
STRs in coastal communities simply reduces access to those who cannot afford to buy such
properties but can afford to rent them for a short time. Indeed, in our case studies, communities,
such as Del Mar and Santa Barbara which already have significantly higher home prices, higher
rents, and higher median incomes, were also the same communities which placed more serious
restrictions on STRs.

Unequal Access: Protecting Affordable Accommodations Along the California Coast
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North San Diego County

The first case study in this report examined five coastal communities in North San Diego County:
Del Mar, Solana Beach, Encinitas, Carlsbad, and Oceanside. All of these communities are very
popular beach destinations in the summer and have significant regulations on STRs. Our analysis
of STR policies in North San Diego County indicates that communities that have restricted short-
term rentals the most have the highest overnight rates. The City of Oceanside has more affordable
accommodations than its neighbors to the south while at the same time also providing more
affordable accommodations for its long-term residents as well.

Figure E3: Affordability of STRs in North San Diego County.

Figure E3 above graphically illustrates the affordability issue in North San Diego County. The
darker (redder) areas indicate more affordability; the lighter (more yellow) areas indicate less
affordability. As one would expect, the areas along the coast are less affordable. However,
pockets of affordability still remain farther north, particularly in Oceanside, which has a more
accommodating STR policy. On the other hand, more exclusive communities like Del Mar offer
fewer affordable overnight accommodations.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 14



City of Santa Barbara

In Santa Barbara the regulatory environment is particularly difficult. The city’s enforcement and
zoning policies towards STRs has been described as a “ban” since STRs are classified as hotels. As
a result, STRs are only permitted in areas zoned for hotels, and operators are required to submit
to many of the same regulations as a hotel owner, including frequent inspections and renovations.
Since 2015 the city has begun aggressively enforcing this zoning ordinance. This policy has
resulted in a lack of affordable accommodation in the City of Santa Barbara since few areas are
zoned for hotels. The added enforcement risk to operators has reduced supply and increased
costs, reducing affordability. The maps in Figures E4 and E5 below show the results of Santa
Barbara’s restrictive STR policies. There are few affordable accommodations, and those that are
available are away from the coast. Easing STR regulations, and thereby allowing a greater supply
of STRs in other areas of the city, would significantly increase affordability and access.

Recently, the ban on STRs in Santa Barbara’s coastal zone was overturned in the Kracke v. The City
of Santa Barbara case. Judge Borrell ruled that the enforcement significantly changed the ability
for Californians to visit and access the coast and that such a development would have required the
approval of the California Coastal Commission. The ruling effectively allows rentals in the coastal
zone to be operated immediately in the same manner as they were prior to 2015 during when
operators obtained a permit and collected TOTs. The city is appealing the ruling.
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Figure E4: Santa Barbara's zoning limits STRs to areas already zoned for hotels.
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City of Pismo Beach

The California Coastal Commission has suggested that Pismo Beach’s short-term rental ordinance
is @ model for other communities. However, as this study indicates, Pismo Beaches’ permitting
fees, coupled with a required business tax, imply that STR landlords must pay over $450 for the
right to rent out their property even if only for a week or two. The high fees represent an obstacle
and possible deterrent to residents who might consider home sharing as a means to supplement
their income. This might explain why Pismo Beach'’s STRs are less affordable than many other
communities in this study.

Regulations on short-term rentals can help communities promote public safety alongside access
and respond to the valid complaints of residents around issues such as noise, traffic, etc. These
regulations, however, should not constitute barriers or bans which prohibit STRs or make STRs too
expensive for low and moderate-income families, thus reducing coastal access. A well-regulated
supply of STRs can also provide significant revenues for local communities in the form of transient
occupancy taxes (TOTs). In addition to paying for the increased costs of public safety, these
revenues can be used by coastal communities to help strengthen resilience in order to adapt

to sea level rise.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 17



Potential Solutions

and Recommendations

After evaluating the impacts of regulations on the availability and affordability of STRs, this report

makes the following recommendations for how local jurisdictions can maximize access to the
coast. These simple policy changes will help reduce the costs, delays, and confusion, thereby
encouraging compliance and regulations as well as affordability.

Simple, streamlined registration

Make permitting easy and swift

Cities require TOT payment and cooperate with
STR platforms where possible

Allow STRs in most or all coastal neighborhoods

No minimum on number of nights

Maximum night cap of 180 nights or more.
No night cap on shared space rentals

Ensure compliance with “Good Neighbor Policies”
and make renters aware of rules

Require parking be provided by STRs where
reasonable

Reduces the costs to operators, costs which are passed
on to renters and reduce affordability

Allows for more affordability by making it easier
to increase the supply of STRs; also encourages
registration with the City

Ensures TOTs are collected from all operators

Increases affordability near the coast, helping increase
coastal access for those who need it most

Ensures that families who cannot afford multiple nights
can still visit the coast

Helps promote affordability via greater supply of STRs,
supported by Commission

Promotes harmony between STRs and the residents
neighboring them, and promotes public safety

Reduces traffic associated with STRs and promotes
agreement with local residents. Reduces parking costs
for visitors

Unequal Access: Protecting Affordable Accommodations Along the California Coast
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The City of Oceanside’s Good Neighbor Policy (in appendix) and other policies generally provide

a good example for other cities to follow when implementing STR policies. In communities where
parking is an issue, communities should require STRs come with adequate parking depending
upon the number of guests. These same communities may also wish to encourage transportation
modes other than cars, such as local buses and shuttles, bike rentals, etc.

Additionally, this report recommends that the state, local governments, and non-governmental
organizations (NGOs) play an active role in developing programs that target underserved
communities and households with low or moderate income in order to increase the affordability

of, and hence access to, the coast.

State agencies, local governments, foundations and
community organizations could support and fund
programs that encourage or subsidize low-income
families or those from underserved communities to
stay overnight near the coast. STRs should be part of
the solution.

Expand the Explore the Coast Overnight Program to
include STRs, and include STRs in other pilot programs

Create affordable STR program with eligibility
criteria.

Cooperation with NGOs helps these programs reach
those most in need of easy access to the coast.

STRs better serve large groups and families and provide
additional amenities for families.

Many STRs are more affordable.

It is easier to expand the supply of affordable
accommodations through STRs, unlike other lodging,
which requires new construction on the coast.

Establishing eligibility criteria ensures that Californians
most in need of affordable accommodation have access.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 19



Access Issues on the
California Coast

The Coastal Act

California’'s beaches have an almost mythological allure worldwide. The California coastline is not
only a crucial aspect of the identity of the state and its residents but also one of its prized tourist
attractions. Millions flock to the state’s beaches every year, especially during the peak summer
season. In fact, of the more than 200 million in-state leisure trips California residents took in 2016,
over 20% were to the beach (Conservancy 2019, 14).

As the California population continues to grow, especially inland where summer temperatures

are increasingly hot, beach trips will likely become even more popular, but only if Californians can
afford to visit. Access to the coast is threatened by rising costs. A 2017 study found that 62% of
California families felt that a visit to the coast is simply too expensive (Christensen & King 2017, 3).
These families are primarily concerned with the high costs of parking and lodging along the coast,
a problem which is especially concerning for minority residents and residents of inland counties
(Christensen & King 2017, 3). The high cost of a coastal visit can mean that middle- and low-income
families cannot afford coastal access at all.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 20



This disparity is especially disheartening in a state where access to the coast is guaranteed by law.
In California, the coast (below the mean high tide line) and waterways are public land and intended
for beneficial public use. The 1976 California Coastal Act aims to protect California’s beaches and
coastline and promote visitation. The California Coastal Act defines the coast as a “distinct and
valuable resource belonging to all” and ensures

“maximum access, which shall be conspicuously posted, and
recreational opportunities shall be provided for all the people
consistent with public safety needs and the need to protect
public rights." (Coastal Act, Section 30210)

The Coastal Act not only places importance on coastal protection but also includes an imperative
mandate that all Californians should have maximum access to coastal recreation regardless of
income.

Several recent reports by the California Coastal Commission and the California Coastal
Conservancy noted that this mandate goes above and beyond protection and preservation.

It necessitates the promotion of access for those who would otherwise be unable to afford

it. Specifically, the California Coastal Act requires the protection, encouragement, and “where
feasible” provision of “lower cost visitor and recreation facilities” (Conservancy 2019, 14; Ainsworth
2016, 1). This stipulation in the California Coastal Act gives the State government the capacity to
ensure and protect access to the coast. The requirement for the preservation and provision of
lower cost facilities is vital to providing equitable access to all Californians. Without lower cost
overnight accommodations, many individuals with low or moderate incomes will be, and in many
cases already are, unable to afford the high cost of visiting the coast. This results in unjust inequity
(Ainsworth 2016, 8). It is not sufficient for the coast to be legally accessible by the public; there
must be a diverse set of options that allow everyone, regardless of income, an ability to access the
coast. Presently, the majority of Californians cannot afford overnight accommodations in coastal
areas (Ainsworth 2016, 24).

Despite the California Coastal Act's promise of access for all, inequity persists and is perhaps more
pervasive than in recent decades. The high cost of living in coastal counties has pushed lower

and moderate-income Californians inland. This has resulted in longer drives and in many cases,
requires an overnight stay if families wish to visit the coast. Desire to visit the coast is relatively
high among all of California’s diverse demographics, yet important barriers to access persist
which make visits to the coast too costly for lower income communities. In fact, one study
found 62% of California voters perceive coastal access as a problem (Christensen & King 2017, 3).
Historically, public access has been unequally distributed among different groups. High land costs
and explosive economic growth on and near the coast have exacerbated this situation. While the
Coastal Act aimed to remedy these issues, it has fallen short.

The Coastal Act's stipulation for lower cost facilities includes the promotion, preservation, and
provision of lower cost overnight accommodations (Ainsworth 2016, 1). These protections are
meant to address one of the most significant barriers facing visitors to the beach: the cost

of overnight accommodation and the scarcity of alternative, affordable accommodations. As
mentioned, many low- and middle-income Californians have to travel greater distances to reach
the coast and may need accommodation. This is a pressing issue as income inequality in the state
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deepens. In a recent survey, 75% of respondents cited the lack of lower cost accommodation
options as a reason they do not visit the coast as much as they would like (Christensen & King
2017, 3). Travel costs—the chief barrier to coastal access—are not equitably distributed among
California’s diverse demographics. High costs to travel to and stay in coastal communities more
heavily burden lower income populations and prohibit some from visiting.

Associated Costs and the Value of
Beach Recreation

Although the California Coastal Act guarantees access to the coast to all Californians, recent
studies show that costs associated with visiting the coast impose barriers that prevent many lower
income and minority communities from visiting. Many families, despite strong desire to visit the
coast, simply cannot accommodate high nightly rental rates into their budgets. Understanding the
value California residents place on a trip to the coast will better help to illustrate the significance of
high costs.

Californians visit the coast for many reasons; the coast provides recreational opportunities,

which benefit psychological and physiological health as well as provide much needed leisure, a
connection to the ocean, and an escape from the scorching summers inland (Christensen & King
2017, 3; Reineman 2016, 91). In other words, all visitors place some value on their visits—although
perhaps not in dollars. This value is not always fully captured in the cost of the trip, especially since
beaches in California are generally free. Thus, coastal visits have a non-market value, or a worth to
visitors that is not explicit in commercial costs. Understanding the value of a beach trip can help
illustrate the decisions which go into a visit, allowing economists to model consumer surplus. In
this case, consumer surplus is the value of the visit once the costs have been accounted for, or
how much “bang for your buck.”

While the average visitor may not calculate their exact costs and associate an explicit, monetary
value to their visit, costs do play a role in decisions to visit the coast. The amount a visitor is willing
to pay for a trip can reveal the implicit value of the trip (Christensen & King 2017,5; Medford 2018).
This is especially important regarding trips to the beach, as beach access is generally free and thus
has a “non-market value.” Economists have developed a wide variety of models to estimate the
“non-market value” of visiting natural resources where access is free. One of the most common
models is the “travel cost model.” In a 2017 survey, Christensen and King used this model to
conduct an intercept survey of select beaches in Southern California to estimate a visitor's
“willingness to pay” (WTP) to visit the coast.

Researchers have compared the value of a beach visit to the associated costs to better understand
the economic barriers that impact coastal access (Christensen & King 2017; Medford 2018).
Medford (2018, 3) determined the value of beach recreation in Southern California using a

visitor's choice of site and the number of trips taken to reveal his/her willingness to pay, and

thus, the value assigned to the trip. The study found higher income demographics have a higher
willingness and ability to pay for coastal accommodation. Medford (2018) sought to understand
how consumer surplus and WTP varied by ethnic and racial group—an important aspect of
creating equity in coastal access. Minority populations historically have faced both cultural and
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legal barriers to beach access. These barriers have carried over into feelings of marginalization
and being unwelcome, resulting in a lower desire to visit. Medford (2018, 1) found evidence of

this phenomenon, noting that Black and Asian populations on average visit the beach less. More
significant than race alone, however, was “travel cost.” Minority groups were on average more
responsive to high travel costs. Higher sensitivity to travel cost suggests these populations derive a
lower consumer surplus, or benefit, from their visits. In order to ensure access for all Californians,
these preferences need to be taken into account.

Willingness To Pay For A Coastal Visit, Per Night
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Figure 1: Willingness to pay for a visit to select Southern California beaches
by income bracket (Christensen & King, 2017).

Latino residents in particular consider the cost of accommodation as a major barrier to visiting
the coast. Christensen and King (2017) found that Latino voters rated affordable accommodation
a major issue and were on average able to pay $16 less per night than respondents overall. This
is especially significant during the summer holidays when demand for coastal recreation is at

its peak and prices are the highest. Latino populations are especially vulnerable to the lack of
affordable coastal accommodations given that Latinos in California have a 52% lower median
income, at $51,853 in 2017, compared to the median income for white, non-Latino residents of
$78,903 according to the latest numbers (US American Community Survey, 2017).

For households in Southern California’s non-coastal counties—particularly those with high Latino
populations, such as the Inland Empire—access to affordable overnight accommodations is critical
since accessing the coast for a daytrip is difficult given traffic patterns and travel costs. According
to data from the U.S. Census 2018 American Community Survey (ACS), Latino households make
up the majority of the population in virtually all Southern California inland counties. Table 1 below
shows these counties have a higher percentage of Latino households than the rest of the state
overall.
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Table 1: Latino/Latino Residents as a Percentage of Population in
Southern California Inland Counties. Data from the U.S. Census 2018
American Community Survey.

Total Population Latino Population Percent Latino, 2018 ACS

Fresno 994,400 531,677

Imperial 181,827 153,757 84.6
Kern 896,764 483,846 54
Kings 151,366 83,200 55
Madera 157,672 91,939 58.3
Merced 274,765 165,438 60.2
Riverside 2,450,758 1,214,445 49.6
San Bernardino 2,171,603 1,171,925 54
Tulare 465,861 303,657 65.2
Southern Valley 7,745,016 4,199,884 54%
Rest of State 31,301,112 11,211,879 36%
California, total 39,557,045 15,540,142 39.3%

While high travel and accommodation costs are particularly significant for residents of inland
counties, these costs weigh heavily in planning a coastal visit for all California residents. Naturally,
if the associated costs of the trip are too high, those with fewer means would choose not to

go. Survey work from UCLA on beachgoers found this to be the case, concluding that lodging

and transportation costs are the paramount concerns, and indeed barriers, to beach access
(Christensen & King 2017, 4). While the UCLA study did not analyze lodging costs, they illustrated
part of the affordability problem. They “calculated that the average value of a multi-day trip to the
coast was $605.05, meaning that visitors were on average willing to budget roughly $605 for the
trip. Round trip travel costs amount to on average $194.41—not including the price of overnight
stays—leaving $410.64 in the typical budget for all other expenses. With overnight visitors staying
an average of four nights on the coast, the surplus value ‘left over for accommodations is just
$102.66 per day” (Christensen & King 2017, 6). That $102 is likely insufficient as many coastal zone
accommodations ask more in their daily rate. Furthermore, that nightly rate leaves nothing left
over for excursions or even food.

The already high costs of lodging on the coast are prone to increases as demand for coastal
accommodation exceeds supply. Hotels dramatically raise rates during the peak season, making it
even harder for the majority of Californians to visit the coast. While this creates a barrier for many
Californians to visit the coast, the UCLA study also found that willingness to pay for lodging

Unequal Access: Protecting Affordable Accommodations Along the California Coast 24



increases with income where wealthier populations are willing to pay premiums. For the aims of
the Coastal Act to be met, accommodations need to exist along the coast that offer lodging for
more than just the wealthy.

Lack of Supply of Affordable Accommodation

The cost of coastal accommodations concerns the majority of visitors to the beach. High travel
costs—and in particular the exorbitant cost of lodging on the coast—can prohibit coastal visits
and impede access to the coast. In fact, the only California populations who reliably stay on

the coast are white, age 55 or older, who earn more than $200,000 annually (Conservancy

2019, 16). Another study found that this demographic already has higher ability to access the
coast. Reineman (2016, 101) mapped census demographics in relation to coastal access points
and found that “by virtue of their place of residence, white, wealthy, senior Californians live
disproportionately closer to public coastal access points than other groups” (Reineman 2016, 99).
The coast, according to this research, is overwhelmingly white and is also predominantly wealthy.
The average annual household income increases with proximity to the coast, such that those
living closest to the ocean make 20% more than the state average, and low income communities
are largely concentrated inland (Reineman 2016, 97). Inland Californians, therefore, face not only
higher travel costs but also a greater cost burden in comparison to their incomes. This compounds
coastal access inequality.

Inland California populations are on average less wealthy, younger, and more diverse than the
communities on the coast. This is true for those in coastal counties but also for those who must
travel much further to reach the coast, such as those who live in the San Joaquin or San Fernando
Valley. As demonstrated in table 2 below, data from the US Census indicates that households in
inland counties in southern California have annual incomes $25,000 lower than households in
coastal counties, reducing their ability to afford a coastal visit. These are the communities most in
need of affordable accommodation if all Californians are to have access to the coast. Recall that
those of lower incomes budget less for a coastal trip, and this is especially true for communities
of color. Compared to the communities with the closest proximity, and therefore easiest access to
the coast, those who live inland face high travel costs coupled with fewer means.

Table 2: Demographic data from the U.S. Census shows that the California coastal population
is wealthier, whiter, and older than the populations of inland counties.

Comparing California Coastal Communities to Inland Counties*

Age, Percent of Percent White, Average Median
Population Over 65 Non-Latino Household Income
Coastal Sample 16.3 49.2 $ 83,995.00
Inland Counties 12.3 34.0 $58,082.83

4 “Coastal Sample” includes the counties of Marin, San Francisco, San Mateo, Santa Cruz, Orange, and the cities of Mon-
terey, Pismo Beach, San Diego, Oceanside, Los Angeles, Malibu, Long Beach, Oakland, Oxnard, and Huntington Beach. The
“Inland Counties” are those counties within reasonable travel distance to the coast and large populations: Sacramento,
Fresno, Riverside, San Bernardino, Stanislaus, and Merced. Bakersfield city was also included as Inland.

Unequal Access: Protecting Affordable Accommodations Along the California Coast

25



These Californians have to travel the furthest to the coast and therefore have the highest

travel costs. At the same time, inland populations are less able to pay the high asking prices

for accommodation (Christensen & King 2017, 4). According to US Census data, populous areas
inland—including Sacramento, Fresno, San Bernardino, and Bakersfield—have lower median
incomes and larger Latino populations than cities along the coast (see Table 2, above). Californians
inland face higher travel costs with tighter budgets. Thus, it follows that inland populations visit
less often, especially those from the Central Valley, “with 39 percent visiting less than once a year”
(Christensen & King 2017, 3). If the aims of the 1976 California Coastal Act are to be met, more low-
cost coastal accommodations need to be provided or else this disparity will persist.

Presently, those with greater means have more opportunities to access overnight accommodation
and the coast itself, and this is not a result of their place of residence alone. There are simply

not enough affordable accommodations on the coast, and during the peak summer season

there is not enough accommodation overall. Lodging is often the most expensive part of a

coastal vacation, making its scarcity critical. Publicly owned options can help keep the cost of
accommodations low, but these are typically campsites or lodges and a few hostels. They act

as a bulwark against the increasing lack of affordability on the coast, especially important given
that the California coast has lost 24,720 economy hotel rooms since 1989°, more than twice the
number of non-economy rooms (Ainsworth 2016, 1). While the population in California has grown,
affordable accommodation options for lower income residents on the coast have shrunk.

Loss of Hotel Rooms
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Figure 2: Loss of hotel rooms in California by class (Ainsworth 2016).
5 Ainsworth (2016) reported that nearly 70% of the rooms lost since 1989 have been economy rooms whereas 10% have
been upscale and less than 0.2% luxury hotel rooms.
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The existing accommodations on the coast are also under threat from rising property values and
conversion to higher cost lodging. Lower cost hotels are critically threatened, closing at more than
double the rate of moderate and high price hotels, resulting in the dramatic loss of hotel rooms
indicated in Figure 2 (Ainsworth 2016, 1). They are being replaced by expensive condominiums,
resorts, and hotels, thereby decreasing the supply of more affordable accommodations and
increasing rates such that many coastal cities only offer 5% of the available rooms at a lower
cost—those with a daily rate less than 75% of the California average, which qualifies a room as
“affordable” (Ainsworth 2016, 2). Historically, low-cost accommodations were more accessible, but
now the percentage of economy rooms has decreased dramatically with proximity to the coast.
Furthermore, an “economy” room on the coast is likely to be more expensive than its equivalent
inland. The supply of roughly 13,000 affordable overnight accommodations on the coast (only
7,500 rooms in Southern California) does not come close to matching the needs of the 12.6
million households within 150 miles of the coast, approximately half of which are low income
(Conservancy 2019, 13). Staying overnight at the coast is simply unaffordable for many California
residents. Presently, 45% of Californians find accommodation options on the coast to be too
expensive or inconvenient (Conservancy 2019, 14).

The California Coastal Act's mandate allows the Coastal Commission some leeway in providing
lower cost accommodation options, primarily in dealing with development. The Coastal
Commission has required some builders of new hotel developments to construct 25% of their
rooms to be designated as affordable rooms and assesses an in-lieu fee of $100,000 for lower cost
rooms (Commission 2019, 25). Some hotels meet this requirement not by reducing the rates of
their rooms, but with offsite solutions, such as hostels (OC Register; Commission 2019, 24). While
this measure helps provide affordable options, it fails to match the preferences of the majority
of beachgoers who wish for privacy. Instead, this policy essentially provides separate, and not
equal, accommodations for low- and moderate-income groups. The replacement of lower cost
hotels with hostels also creates a dichotomy for visitors and may prevent some from being able
to visit (Commission 2019, 23). In this new scenario, mid-range accommodation options vanish.

Camping and RVs

Haostels 8,263 | )
Non-LCCAs A 319 (2%)
51173 (799%) 3.2
Hotels & Motels
Cabins iR
33 (025%)

Figure 3: Distribution of lower cost coastal accommodation types (Conservancy 2019).
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Furthermore, enforcement of the in-lieu fee often falls to local governments who see the policy
as a suggestion rather than a rule (Access Denied, 2019). This results in developers getting away
with drastically reducing the supply of affordable hotels along the coast without any hope of
replacing those lost. Additionally, former commissioners interviewed by the Southern California
public television station KCET explained that the fees collected, some $22 million, have been
untouched despite plans to build lower cost options including campgrounds and hostels (Access
Denied, 2019).

Sky high coastal property values motivate developers to build luxury condos and resorts rather
than affordable hotels which may not be fully booked all year. Coastal communities seem to
prefer these developments over those that would service lower-income residents. In one case,
Malibu residents stymied the construction of a campground for foster children despite earmarked
funding (Access Denied, 2019). However, when luxury developments curtail residents’ access to
beaches, public opposition combined with the backing of the Coastal Commission can prevent
privatization, such as with the Miramar Hotel in Santa Barbara where the Commission threatened
a fee of $11,000 a day for restricting access to the public beach (Access Denied, 2019). The
Commission has the power to enforce the goals of the Coastal Act, but they are understaffed and
often impeded by the actions of coastal municipalities.
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Figure 4: Accommodation ownership distribution on the coast (Conservancy 2019, 12).
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The current supply of lower cost coastal accommodations also tends to fall disproportionately
toward camping and RV parks. A recent study by the Coastal Conservancy focused on “lower coast
coastal accommodations"—defined as those with a rate of 75% or less of the statewide average—
and found that 62% of these options are camping or RV sites (Conservancy 2019, 11). These are
often publicly owned. Campsites are in very high demand and often reserved long before the peak
season begins. However, surveys of beachgoers reveal that many do not wish to camp or stay in a
hostel (Ainsworth 2016, 12, 26). Others, especially those from low income or minority households,
may lack the necessary camping equipment. The costs of starting to camp are high with the
average first-time camper spending $181.61 for gear that first trip (Coleman 2017, 2). Camping,
although a more affordable option, is not equitable either.

Furthermore, despite the lower fees for overnight camping, campers tend to skew toward more
affluent groups and minority representation among campers is limited. Providing more campsites
may not increase access for underserved groups as noted in one study which found 78% of
campers were white (Coleman 2017, 8). While campgrounds continue to grow in popularity, they
are not an option for everyone, nor do they meet the needs of all potential visitors. The majority
of overnight beachgoers choose to stay in hotels (54%) or with friends or family (29%) (Christensen
& King 2017, 6). Many campgrounds near the coast are also threatened by coastal erosion and
campsites may be lost. For example, South Carlsbad State Beach in North San Diego County, has a
number of campsites threatened by erosion.

Table 3: Availability of Lower Cost Coastal Accommodation Types
vs. Demonstrated Demand (Christensen & King 2017, 6)

Type of Lodging Popularity (Survey data) Supply of LCAAs

Hotel/Motel/STR 54% 35%
Family or Friends 29% N/A
Camping/RV/Boat 10% 62%
Visitors' Second Home 4% N/A

A shortcoming of many coastal accommodations is the lack of facilities, such as kitchen access
or group spaces. An overnight stay typically carries other costly expenses, especially the cost
of eating out. Staying in a motel or hotel forces a family to dine out, which increases the cost of
their visit. Alternative accommodation types can offer families the ability to cook and also can
accommodate larger groups than a traditional hotel rooms, further reducing costs.

Overwhelmingly, studies of beachgoers illustrate that low-income and moderate-income families,
people of color, and those from inland communities in California simply cannot afford to stay at
the coast and therefore do not visit as much as they would like. Many barriers exist, such as the
cost associated with travel and the lack of options for large groups or families. The lack of lower
cost coastal accommodation in particular—and especially for those who do not wish to camp—
creates a significant barrier for many Californians and undermines the aims of access for all.
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Table 4: Insufficient Number of Lower Cost Coastal
Accommodations in 2016, Coastal Conservancy

Number of Rooms in the
Coastal Zone + 1mi

Population: Coastal Counties Population: Inland

13,332 20,301,136 15,857,484

Del Norte:
1,254 Rooms

Humboldt:
1373 Rooms

Mendocino:
1317 Rooms

B coastal Zone + 1 mile inland

Sonoma:
216 Rooms

Marin:
384 Rooms

San Francisco:
0 Rooms
San Mateo:
210 Rooms

Santa Cruz:
451 Roomns

Monterey:
594 Rooms

San Luis Obispo:
1691 Rooms

Santa Barbara:

388 Rooms
Ventura:
348 Rooms Ty
Los Angeles: - i L
547 Rooms
Orange:
594 Rooms
= 3m2an
San Diego:
3,965 Rooms

Figure 5: Lower cost coastal accommodations by county (Coastal Conservancy 2019).
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At the same time, coastal accommodations also exhibit seasonality in prices; the cost of an
overnight stay during the peak season from June to September is significantly higher than other
times of the year. Hotels respond to increases in demand by increasing prices as they cannot
readily adjust their supply of rooms (Zervas 2016, 1). The result is that while the travel costs
associated with a visit to the coast for a family from inland California may not increase during peak
season, it is likely the cost to stay overnight increases dramatically should they choose to stay at a
hotel—if they can find a room.

In order to ensure all Californians have access to California’s coast, one must recognize these
demographic disparities. Indeed, it is not unreasonable to state that the biggest barriers to

coastal access in the State of California are economic barriers: the cost of travel is highest for the
families who can least afford to pay. Consequently, the State of California, in partnership with local
communities and other stakeholders, needs to address these economic barriers to coastal access
if it is committed to ensuring access for all. The state needs measures that promote easier access
for low- and moderate-income families and communities who live inland, particularly families who
cannot take a daytrip to the coast. Further, to achieve equity in access, California must address
these barriers, and increase the volume of affordable accommodations, and identify strategies to
decrease the price hikes during peak season.

Short-Term Rentals Aid in Providing
Lower Cost Accommodations

Limits of the Coastal Act and an Alternative

Despite the mandate to promote, encourage, and provide affordable opportunities for coastal
access, the California Coastal Act does not give the California Coastal Commission the authority

to regulate the price of overnight accommodations. They lack oversight of private entities’ rates

to ensure affordability. In fact, the Coastal Act was amended in 1981 to prohibit the Commission
from regulating the cost of overnight accommodations. The amendment expressly states that “the
commission shall not [sic]: (1) require that overnight room rentals be fixed at an amount certain
for any privately owned and operated hotel, motel, or other similar visitor-serving facility located
on either public or private lands; or (2) establish or approve any method for the identification of
low or moderate income persons for the purpose of determining eligibility for overnight room
rentals in any such facilities.” This prohibits the Commission from interfering directly in the coastal
accommodation market (Ainsworth 2016, 6) and makes it more challenging to provide lower cost
accommodations, which are a necessary part of providing coastal access for all.

However, while the Commission lacks regulatory authority over the price of overnight
accommodation, it can influence the supply of lodging. Increasing this supply, particularly if it
encourages more affordable options, would reduce rates and increase access. Greater supply of
affordable accommodations can provide competition and in turn help drive down nightly rates
across all accommodation types along the coast. Various government agencies are in the process
of making renovations and expansions to existing public options, such as campgrounds and cabins
(Conservancy 2019; Christensen & King 2017). While these expansions will help to alleviate some
of the burden, they do not address the “desire for privacy, comfort, convenience, or security” that
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discourages some visitors from staying at lower cost coastal accommodations, such as campsites
and hostels (Conservancy 2019, 18).

Hotels, motels, and the like on the coast are almost all privately owned—and expensive. In light
of the lack of lower cost coastal accommodations and the need to expand access for all, the
Commission has recognized the role of short-term rentals in providing distinct amenities and
more affordable options (Schwing et al 2018, 2).

Despite their historical presence along the California coast, short-term rentals have not been
thoroughly evaluated or considered as a means to help meet the state’s demand for lower

cost accommodations. There are a wide variety of such rentals at a range of costs more suited

to the varying needs of consumers and the distinct attributes they may seek to find in an
accommodation (Ainsworth 2016, 13; Midgett 2017, 64; Choi 2015, 16). The availability of short-
term rentals brings a new selection of lodging options that may open up more opportunities for
coastal access and reduce barriers in the form of more inexpensive coastal accommodations.
They also offer a variety of accommodation types better suited to a wider range of travelers. For
example, some groups may wish to cook their own food, which is rarely an option with traditional
lodging options, and others may be part of a large group or family and be facing the prohibitive
cost of two, three, or even four hotel rooms. Short-term rentals can help meet the needs of these
travelers.

Short-term rentals (STRs) are not a new phenomenon. In fact, Californians have been using STRs to
vacation at the beach for decades (Ainsworth 2016, 7; Midgett 2017, 55). The planning documents
supporting the California Coastal Act mentions vacation home-sharing in 1975°. What has changed
in recent years is the advent of new technologies to connect consumers and short-term rental
operators, thus increasing the ability to short-term renting of residences that would otherwise sit
empty (Midgett 2017, 54). This means that families can now more readily rent out a small beach
house, with a variety of amenities, that might be another family’s vacation home. A resource that
would have sat unused now offers Californians the chance of a more affordable vacation.

Not only does the wide variety of short-term rental options draw consumers but so does the
affordability. Price, as explored in the coastal surveys and research into hotels, is one of the
major factors in accommodation selection and the decision to vacation overall (Choi 2015, 2;
Christensen & King 2017, 6). Short-term rentals provide a lower cost option, especially for larger
groups, families, and those who may not be able to afford hotel accommodations (Ainsworth
2016, 11, 13, 50; Renau 2018, 2; Choi 2015, 2). While there is wide variation in the cost of short-
term rentals, the range largely reflects the variety in attributes and size. Rentals, in some studies,
were not the lowest priced option’. However, when considering rentals as an option for families
or larger groups, a home sleeping three to four people would, in many cases, be much more
affordable than booking two rooms in a hotel®. This also does not take into account other benefits

6 From the California Coastal Plan of 1975, which outlines policy recommendations which became the California Coastal
Act. (California Coastal Zone Conservation Commission 1975, 155) https://digitalcommons.law.ggu.edu/cgi/viewcontent.
cgiarticle=1090&context=caldocs_agencies

7 CBRE found that Airbnb rentals could be more expensive with “the average rate paid for an Airbnb unit over the 12
months ending in September 2015 was $148.42. This is 25% higher than the average hotel rate of $119.11. Part of the
reason for higher rates can be attributed to the amenities found at some Airbnb units... 34% of the Airbnb units have 2 or
more bedrooms and the rates for units with 2 or more rooms are offered at a considerable premium to single room units”
(CBRE 2017, 10).

8 An entire home sleeping three to four people may cost US$60 a night in Paris on Airbnb (the median rate is US$96),
making a family stay in the city far more affordable than booking two rooms in a hotel. This could help explain why the
occupancy rate for entire homes is in general higher than for private rooms. In these cases, Airbnb is likely bringing into the
market some visitors who would not otherwise have been able to afford to make the trip (Coyle et al. 16).
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of home sharing—such as access to a kitchen, parking space(s), or perhaps even bikes or beach
equipment—which impart an additional value to the visitor. Additionally, since many short-term
rental services focus on the price-value relationship for the customer, they offer a better value
than similarly priced hotels (Choi 2015, 2).

The increased affordability and flexibility of short-term rental accommodations offer low- and
middle-income visitors more options. Studies have shown that many visitors would not have been
able to go on vacation without access to STRs in a variety of locations (Renau 2018, 3; Interian
2016, 132; Coyle 16). Furthermore, given that families were especially sensitive to lodging costs on
the California coast and often seek specific attributes and larger spaces, short-term rentals may be
particularly crucial in increasing access for that demographic.

Short-Term Rentals Can Reduce Accommodation Costs
and Increase Diversity of Supply

One of the most attractive features of short-term rentals is their value. Travelers are seeking the
most “bang for their buck” on vacation, and often, rentals provide that. STRs meet the needs of
many travelers for a diverse set of amenities and facilities. As mentioned earlier in this report,
STRs provide a better value per visitor due to their increased capacity to host families and large
groups and the wide range of amenities they offer visitors, such as parking, kitchen access,
gathering spaces, etc. These facilities can help reduce the overall cost of a vacation.

The increased popularity of STRs benefits vacationers outright through better value but also by
providing increased supply and perhaps competition to hotels, forcing them to lower their prices.
In one of the landmark studies on this topic, Zervas examined hotel revenues and the Airbnb
market in Texas and found that the impact of STRs appears most clearly in “less aggressive hotel
room pricing,” which benefits all travelers, including those who do not utilize STRs (Zervas 2016, 1).

The impact of STRs may not always negatively impact hotel revenues as STRs can bring in new
visitors and help the tourism economy overall. Increasing demand for STRs reflects a desire for
diverse options and better value; however, their presence can also indicate more demand for the
area overall, which might counteract the reduction in average daily rates for hotels. Aznar found
that more rentals correlated with an increase in hotel return on equity, explained by the fact that
a high number of rentals indicates an attractive location (Aznar 2017, 147). Coyle also found a
positive impact on hotels when examining the London market where increased Airbnb presence
actually increased the rate received by hotels (2016, 3).

The sharing economy can compete with hotels by offering a different sort of service with a unique
structure. STRs pop up throughout cities where there is demand for lodging. They do not require
centralization or maintaining inventory, which helps lower costs (Interian 2016, 130). Rentals offer
a more sustainable option that requires fewer resources and helps increase access with more
diverse accommodation options and better value. STRs also fulfill the desire for sustainable travel
options. Furthermore, they capitalize on collaboration and efficient use of property hosts already
own, eliminating the high fixed costs faced by hotels (Interian 2016, 130; Aznar 2017, 150). These
fixed costs are what force hotels to adjust their prices rather than their supply. In contrast, the
sharing economy is an “asset light business model” which can easily scale to meet demand (Blal
2018, 2). This allows short-term rental hosts to capitalize on unused assets and consumers to find
a better value in their accommodation options.
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While the presence of short-term rentals can indicate a particularly attractive location and directly
compete with hotels in an area, many rentals lie outside of main hotel districts. A study in Texas
found that 70% of Airbnb properties are outside hotel-rich districts, suggesting that rentals
not only compete but also compliment hotels, offering more options to travelers (Zervas
2016, 2). In the case of the California coast, this may include areas with great waterfronts and
beaches where there has not been sufficient investment to build many accommodations.

Several studies have evaluated what makes a short-term rental competition for a hotel. The
degree of competitiveness depends on several factors, including the supply of rooms, the
neighborhood, character of the structure, and type of sleeping accommodation (CBRE 2016; Aznar
2017, 152). Taking into account these factors, these studies clearly found that in areas with a high
number of STRs alongside hotels, rentals compete with hotels. Hotels face greater price pressure
in areas with large numbers of rentals in comparison to traditional hotels and where there is
growth in the number of rentals available (CBRE 1). As hotels face costs that are fixed in the short
run, they need to keep occupancy high even with this level of competition (Neeser 2015, 8). The
hotel industry is forced to respond to the presence of STR with price—rather than inventory—cuts,
and so naturally pushes back against the sharing economy.

The impact of this newfound competition is not felt evenly throughout the hotel industry. In areas
where there is sufficient supply of rooms to meet demand, such as parts of Texas, the hotels most
impacted by the presence of short-term rentals are low end, economy options. There is clear
segmentation in adverse effects on hotels with lower end hotels the most negatively impacted
(Midgett 2017, 65). Zervas discovered this impact, noting the impact on revenue was magnified at
lower price tiers (Zervas 2016, 4). This was especially the case when looking at those hotels that did
not have conference facilities. However, this is less of a concern on the California coast and in the
large cities examined in these studies as business travel is not the primary motive for visitation.
While studies note the vulnerability of low-end accommodation providers to competition from
short term-rentals, they did not find evidence of exits from the market (Blal 2018; Neeser 2015;
Zervas 2016). Budget hotels may lose more revenue comparatively when STRs enter the market,
but this does not appear to force them to shut down.

On the California coast, the distinct lack of lower cost options and insufficient supply of economy
hotels may mitigate the concern of STRs competing with economy hotels. Rather, the presence

of STRs on the coast enables more budget conscious visitors to access the coast when they may
not have been able to afford it previously. Within the hotel market there is not only differentiation
in type of hotel (economy, midscale, upscale, and luxury) but also within consumer preferences.
Some consumers may prefer to stay in a hotel and be less open to staying in a STR. Others may
like the ambiance of a rental and be early adopters. Considering the aim of increasing access to
the coast, it is possible that the competitive effect of the sharing economy would reduce the price
of hotels, enabling more options and more access—and also increase the “economic pie”--enabling
those who otherwise would not have come to visit the coast (Blal 2018, 2). Further study is needed,
however, to understand the effect of the sharing economy in a market quite distinct from major
cities and business hubs, such as the California coast.
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Reducing Price Hikes at Peak Periods

The most popular time to visit the California coast is the summer when temperatures soar

inland and the allure of the ocean grows. The increase in demand also makes summer the most
expensive time to visit due to the dramatic increase in the price of coastal accommodations and
the lack of availability. Campsites are often booked up months in advance, and for those who
prefer not to camp or cannot secure a campsite, hotels are in short supply and far more expensive
than at other times during the year. With the high cost of coastal land, it is not profitable to build
low cost hotels or similar lodging. High fixed and startup costs not only restrict the construction

of new hotels but also influence the price of hotel rooms at peak times. Hotels cannot increase
supply, due to high fixed costs, so they increase rates (Zervas 2016, 22). For consumers, this means
that an “economy” hotel may be affordable to some visitors only during the off-season (Ainsworth
2016, 15). Additionally, there are enormous differences in prices for similar accommodations
between inland and coastal hotels, including accommodations within the same brand. This
increased disparity during peak periods limits the ability of even moderate-income Californians

to visit the coast.
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Figure 6: Average Daily Rates (ADRs) for hotels in California 2018
(California Hotel and Lodging Association).

STRs could drive competition and reduce hotels’ ability to dramatically increase rates during peak
periods, an effect that would be especially desirable along the coast. During the high season, June
to September, hotels are often fully occupied and respond to this increased demand by raising
prices. The figure above shows the prices for hotels from February to July in 2018. Coastal zone
hotels clearly increased their rates more dramatically in the summer—the peak season—than the
statewide average. Given that these hotels are already more expensive than those off the coast,
this can then severely hinder travel plans for lower income and working-class families.
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Unlike hotels, the availability of STRs can offer greater supply of overnight accommodations during
peak times without the fixed costs required for owning and maintaining a hotel year-round (Zervas
2016, 2). This is particularly true for “Mom and Pop” STRs where the owners rent out their first and
second home as a way to supplement their income. This fluid supply has been shown to mitigate
the pricing power and price premiums of hotels during peak demand (CBRE 2017, 13; Zervas 2016,
25). Consumers now have more options due to the greater supply and are able to opt-out from
the more expensive hotel rates. In other words, the competition and increased supply provided

by STRs can force hotels to charge less in the peak season. This effect, then, can help keep prices
down and offer more volume and variety of accommodations, thus increasing access to the coast.
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Equity, Affordability,
and Displacement
on the Coast

Reducing the cost of overnight accommodation has become especially critical as more and more
Californians move inland and are therefore forced to stay overnight on the coast when they visit.
The California Coastal Act recognized the importance of providing and encouraging lower cost
accommodations long before the housing crisis created the acute need seen today. The growth in
volume and ease of accessibility of short-term rentals (STRs), rather than precipitating this crisis, is
a symptom of the lack of affordability in the coastal region. STRs offer a more affordable lodging
solution for those who cannot afford to live near the coast or who have been pushed out of the
communities nearest to the coast. The housing crisis is, therefore, not a crisis caused by STRs

but rather an affordability crisis stemming from increased income disparities, exorbitant housing
costs, and decades-long policies that make it harder to build denser, multi-family residential
developments. In California, development does not always respond to demand due to complex
zoning laws and a maze of regulatory policies and processes. Furthermore, homeowners in
desirable, often high-income communities push back against development and exacerbate the
problem. This creates exclusivity and a lack of affordability that pushes low- and middle-income
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residents to move inland. This creates the acute need for lower cost accommodations along the
coast that STRs can help address. The rising popularity of STRs, therefore, is a democratic solution
to the crisis—a way for those who have been priced out of the region to still access the coast.

Acute Lack of Affordability

California faces a particularly acute affordability crisis. In the coastal region, the lack of
affordable housing and development is more severe than in the rest of the state.
California’s most expensive cities cluster along the coast, concentrating economic
opportunity where housing is scarcest. Low-income and working-class families cannot
afford to live in the coastal region due in large part to the lack of affordable housing supply.
As the rent burden has increased, the lack of affordability has expanded to middle-income
households as well (Chapple 2016, 88). While low-income households can apply for vouchers
and federal aid, middle-income households are especially squeezed.

Once, decades ago, these areas possessed a naturally occurring affordable housing stock—
housing that the average family could afford without government aid. Today, however, housing
prices in the coastal counties have skyrocketed and there is less and less affordable housing every
day. Formerly affordable areas have also been converted into upper-middle and upper-class
neighborhoods. There is a critical lack of affordability in small California coastal communities,
especially in Southern California.

Housing prices have greatly outpaced incomes for many Californians, and this, in turn, has placed
an undue financial burden on residents that is unsustainable. Faced with unsustainable costs,
low- and middle-income residents cannot remain in coastal communities. Presently, housing costs
are so high in the Los Angeles area that “households earning up to 115 percent of area median
income, or $69,800 per year, are unable to afford local housing costs,” while in San Francisco

a "household earning $140,000 per year, or 179 percent of area median income” struggles
(McKinsey & Company 2019). These high costs largely stem from a shortage of housing supply,
which disproportionately impacts the lower and middle-class residents of impacted areas. The
most dramatic housing shortages are near powerhouse cities along the coast—Los Angeles and
the greater Bay Area. Families priced out of these regions tend to move inland.

Rising costs overburden these households with a majority in some areas spending over 30% of
their income on housing (Freeman & Schuetz 2016, 227; Marcus & Zuk 2017, 4). The situation

in California is such that most nurses, teachers, and service industry workers cannot afford to

live where they work. Even a decade ago, before the housing crisis reached present day levels, a
majority of residents in coastal counties were unable to afford rents as shown in Figure 7 below.
As a result, low and moderate-income households cannot afford to live in the coastal areas of
California. This reduces coastal access for all but a small segment of the population, forcing inland
residents to travel further and pay expensive lodging costs to enjoy the beach.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 38



Households in MSA unable to afford rent
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Figure 7: Percent of California residents by metropolitan
statistical area unable to afford rent (Quigley 2005).

Lack of Development

The affordability crisis is largely due to high demand and lack of supply in California's
powerhouse cities and the regions surrounding them. As demand has risen, there has not been

a corresponding spike in development. Experts argue that in order to reduce prices, California
needs to substantially increase housing production (Smith-Heimer 2019, 69; McKinsey 2019). It
would be expected that in a market with high rents and high demand, there would be a great deal
of construction—and that this construction would be focused on higher density housing (typically
multifamily housing rather than detached single-family dwellings). However, many California
cities have not built enough housing to meet this demand (Chapple 2016, 90). This is especially
problematic as the resulting lack of supply drives up the cost of existing units and reduces
options for those in need of affordable housing in a market where price increases have long-since
outpaced incomes (Freeman & Schuetz 2016, 224). Low- and moderate-income families can no
longer afford existing units or find new ones. As Figure 8 shows below, development, particularly
in coastal counties, largely occurs only in the luxury sector with profit only for those who supply
high-income households (Chapple 2016, 85). Thus, what little construction there is does little to
bring down prices, and units that were once affordable are converted into high-income housing.
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Estimated 2016 Single Family Home Building Permit
Distribution by Household Income Affordability
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Figure 8: Single family home building permits in California
skew towards high-income homes.

While there is certainly demand for new housing, potential projects are curtailed by California’s
especially chaotic and restrictive system, rooted not only in regulatory but also political, economic,
and cultural factors (McKinsey & Company 2019). There are various regulatory measures which
reduce development and affordable housing stock. Zoning, which often reserves little land for
multifamily housing, imposes serious restrictions. However, Mckinsey (2019) identified many
units throughout the state that could be developed on vacant land already zoned for multifamily
development. The lack of multifamily zoning presents less of a barrier than the ad hoc process
of informal barriers which slows down development and imposes various unpredictable costs
(Murray & Schuetz 2019). Delays, committees, and various other measures stall the permitting
process and increase costs. This creates chaos in the regulatory environment and imposes
unnecessary delay and permit costs on developers.

Rather than encourage new construction, studies have shown that the regulatory environment
severely inhibits, and indeed prohibits, the expansion of much needed affordable housing. In the
most expensive cities, regulations and informal controls have reduced construction nearly to zero.
The most expensive cities—which are also near the coast—have built very few apartments over
the past five years and largely issued no permits for their construction (Murray & Schuetz 2019,
10). These cities benefit from booming economies and strong tax bases and would rather have a
higher ratio of jobs to housing to avoid negatives like high public expenses and traffic, and they
see less tax revenue from large multifamily projects (Metcalf 2018, 70).

The segment of the housing market most lacking development is also most needed: multifamily
housing. It would be expected that in areas with expensive land costs, developers would be
incentivized to build at higher density—and thus prioritize multi-family rather than single family
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housing—but that is not happening in California (Murray & Schuetz 2019, 3). The market for
housing has broken down, and the development of apartments does not seem to be correlated
with rents. High rents should motivate high levels of development, but in California that is not

the case. The lack of development, especially of high-density development, keeps rents high

and prioritizes the construction of expensive, single-family housing aimed at the wealthiest
homeowners. Multi-family units increase density and lower costs in the face of high demand,

yet these projects face strong opposition. As a result, affordable housing tends to be built where
land is cheap and political opposition is weak. These areas—often outside economic opportunity
zones—Ilimit the ability of low-income families to move to opportunity and lead to the construction
of housing in outer lying suburbs (Freeman & Schuetz 2016, 228; Chapple 2016, 90).

Opposition to multifamily housing stems not only from the lack of profitability but also from the
difference between potential renters and existing homeowners. In California, particularly in the
coastal zone, owners tend to be older, wealthier, and whiter than potential renters (Reineman
2017; Murray & Schuetz 2019; Bliss 2019). When considering designated or subsidized affordable
housing in addition to market-rate housing, this difference is all the more apparent. Opposition
to multi-family (and especially designated affordable) housing in expensive cities and the coastal
zone preserves the exclusivity of access to the wealth of resources there, including easy access to
the coast (Owens 2019, 499 518). These actions undermine the aims of access for all outlined in
the California Coastal Act and help create the acute need for affordable lodging in these

elite areas.

Restrictive Housing Policies

Many homeowners in more affluent parts of the coastal region oppose additional housing
development, specifically through restrictive zoning rules that limit multi-family and other
affordable housing options. Similarly, restrictive policies target short-term rentals and keep the
price of coastal accommodations high. Reineman’s (2017) work demonstrated that the immediate
coastal zone is already wealthy and white and existing economic pressures have driven coastal
counties toward further homogeneity. By reducing the affordable housing stock these areas are
kept expensive and exclusive as low- and middle-income households are forced out.

The Costs of Restrictive Regulations

Restrictive regulations result in less development, especially affordable and multi-family
development. This drives up home prices and forces those of middle-and low-incomes to move.

As in many other states, regulation and zoning are left to local municipalities in California and even
sometimes directly decided by the voters via referendum (Metcalf 2018, 67). Because homeowners
often make up the voting base, governments frequently adopt laws that reflect their preferences
over those of renters and other less politically connected groups (Murray & Schuetz 2016, 13;
Metcalf 2018, 70). Advocates of up-zoning and increasing density have not managed to clearly
address how more housing in an expensive area helps everyone.

The lack of consistency in local zoning regulations impose costs on developers who must
negotiate a confusing labyrinth of rules and restrictions. The costs associated with this process are
passed on to renters or buyers and increase the already high housing prices. Quigley (2005, 327)
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examined the responsiveness of housing stock to demand and the construction of new housing
and found that both are lower in highly regulated cities. This finding was especially pronounced
in the rental market. This means that in one of the fastest growing areas in the country—and

an economic powerhouse that attracts workers seeking opportunities—there are fundamental
barriers to development which keeps costs high. Furthermore, the promise of property taxes
encourages local governments to prioritize single-family over multi-family development (Freeman
& Schuetz 2016, 218). Additionally, cities in California glean a share of sales tax. This creates
another incentive in favor of retail and upper-class housing over more dense, affordable options
(Quigley year, 323).

Thus, affordable housing tends to be constructed in less-desirable, outer lying suburbs, further
from economic opportunity (Freeman & Schuetz 2016, 228; Chapple 2016, 90). Such is the case

in the coastal region where the lack of supply in comparison to demand has led the cost of
housing to soar. The regulatory chaos, incentives against affordable housing, high level of income
inequality, and local opposition to eliminating restrictive zoning rules are the foundational pillars
of California’s affordability crisis. Combined, these barriers precipitate a crisis in California far
greater than what STRs might impact.

Displacement Inland Reduces
Coastal Access

The lack of housing options for low- and middle-income families in the coastal region of California
has forced many of these families to move inland. When residents are displaced to the more
affordable areas inland, it results in inequitable access to not only the benefits of living near

a strong city economy but also inequitable access to the California coast. Unequal access to
housing exacerbates the disparities in coastal access already discussed in this paper.
Moving inland also means that for Californians of moderate incomes to visit the coast, they will
likely need affordable accommodations. With the loss of economy options and overall lack of
supply of traditional lower cost coastal accommodation, an acute need arises for alternative forms
of lodging to meet this growing need.

Table 5: Median Income and Home Price Comparison,
Coastal and Inland (U.S. Census Bureau and Zillow Data)

Median Listing Price Price as a Percent of Income

Coastal Sample $83,995.00 $1,059,306.25 1261%

Inland Sample $58,082.83 $338,021.86 582%
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As previously stated, many households are forced to move inland because their incomes have not
kept up with the increase in housing prices. As Table 5 shows, the median listing price of a home in
the coastal region is over 12.5 times the median income for that region. Inland, the median listing
price is under 6 times the median income. The relative affordability of inland communities attracts
families priced out of the markets in the coastal zone.
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Figure 9: Displacement from the Bay Area (Berkeley News 2018).

Given that the modern economy is primarily service-driven, pushing service workers out of
middle-class housing markets is concerning. This is especially true in the coastal region where
the disparity in incomes is so high. These workers—both low- and middle-income—simply
cannot earn enough to remain in the strained housing market near the coast. Forcing these
households inland increases their travel costs, especially if they choose to stay overnight on the
coast. Short-term rentals can help alleviate some of this burden both for visitors and those who
wish to fight to remain living in the coastal region amid skyrocketing prices. Some families may
find themselves able to alleviate some of these pressures through STRs by renting their
homes part-time to visitors.

In this way, some residents may be able to afford to remain in their neighborhoods despite
increasing costs. The sharing economy may offer less-wealthy residents of coastal communities

a way to continue living there by shifting some of the economic burdens of ownership (Jefferson-
Jones 2015, 558). In markets such as the coast, where the costs of living are increasingly high,

the supplemental income from short-term rentals can offset expenses and allow residents to
remain (Horn 2017, 14; McNamara 2015, 169). This could also help owners afford maintenance or
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renovations, which would mean that short term-rentals may increase property value in the long
run (Jefferson-Jones 2015, 573). These expensive real estate markets are particularly suited to
short term rentals as most areas with high hotel premiums also have high land costs (CBRE 2017,
11). Being able to rent out their home might help some owners retain residence in the coastal
zone or to afford a vacation home when they otherwise could not. This increases their access to
the coast and offers a method of access for renters.

This model of the sharing economy focuses on the small homeowners who rent out extra space
or a sporadically used vacation home. These “Mom and Pop” rentals sometimes make up the
majority of operators. Airbnb notes that 95% of all hosts have one listing (CBRE 2017, 9). While
some short-term rental operators may have excess housing, which is marketable—such as a
family vacation rental—many are simply renting out extra rooms and spare space in their home
(Lee 2016, 243). This extra revenue has many uses, especially in an expensive area like coastal
California. As mentioned, the income enables hosts to live where they might otherwise not be
able to afford, but it may also help cover groceries or pay for college (McNamara 2015, 155;
Wachsmuth & Weissler 2015, 1148).

The costs of living on the coast are high and pose a distinct barrier to access. Allowing, and
indeed promoting, STRs on the coast would likely simultaneously result in some residents
being able to remain when they would otherwise be forced out by the high cost of living or
housing scarcity and in increased options and affordability for visitors. The benefit of STRs
on the coast comes from increased access for those that cannot afford to live there—the
majority of Californians—so that the coastal zone becomes not an exclusive enclave of the
wealthy but a shared resource available to and accessible for all.

The Housing Crisis and Coastal
Affordability

The situation in many coastal communities is one of profound neighborhood changes—a pushing
out of low-and middle-income residents as more wealth concentrates in the region. This change
in neighborhoods appears to be a form of gentrification: the influx of middle- and upper-class
residents which revitalize a neighborhood at the expense of its lower-income residents. However,
displacement from coastal cities is not necessarily gentrification in the classical sense but rather
a function of the rent burden placed on low- and moderate-income households (Chapple 2016,
86). As incomes in an area grow and market-rate housing is built, the value of those formerly
affordable homes rises such that residents are pushed out or cannot afford to move in. This
severe mismatch between housing costs and incomes displaces low-income communities,
especially communities of color (Marcus & Zuk 2017, 3). The demand for housing in the coastal
region displaces less wealthy residents who cannot keep paying rising rents nor find similar
accommodations. As discussed, this has pushed many residents inland--away from the striving
economies in coastal cities and away from easy coastal access. This situation is not created by
short-term rentals but rather by the high demand and lack of sufficient affordable development.
Many critics of STRs claim that the presence of rentals can lead to gentrification; however, in the
context of the coastal region of California, this argument is profoundly flawed.
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The argument that short-term rentals induce gentrification applies less in the coastal region

of California because most communities have already gentrified. For rentals to promote
gentrification, the presence of STRs must (a) offer far more revenue than the traditional housing
market and (b) induce a high degree of displacement and neighborhood change that would not
otherwise occur. In the coastal areas of California, this displacement occurs from the broken
housing market with or without short-term rentals. In fact, Chapple (2016, 85) argues that the
potential revenue gains in these areas has “long since been recaptured,” and that gentrification
has already taken place. Indeed, in looking at cities like San Francisco, price pressures are so
extreme that the entire city is expensive (Freeman & Schuetz 2016, 219). Nearby in San Mateo
County, one study (Marcus & Zuk 2017) found that 33% of households had left San Mateo County,
largely for the Central Valley or further out in East Bay. In their survey, of the 20% that remained in
their same neighborhood, many moved into crowded conditions (Marcus & Zuk 2017, 6). In order
to find housing comparable or superior to what they had been forced to leave, residents moved
to areas with fewer services and away from economic opportunity. In these areas, the economic
growth, income disparity, and housing shortage engineered a situation where displacement and
gentrification rapidly ensued. On the coast, there are simply fewer affordable areas left.

In these areas, it is hard to argue that STRs will displace residents of lesser means when the
housing market continues to displace most of them. Coastal communities, already expensive
compared to those inland, lack the affordable housing that critics argue is threatened by STRs. In
a classic case of gentrification, STRs would bring in an influx of investment which would transform
a disadvantaged community. In California, few of these communities remain in the coastal region
as formerly blighted areas have long since been transformed by the housing crisis. Rather than
protecting affordability and the character of low-income neighborhoods, what those who wish to
ban STRs perceive as “threatened” is the character of already expensive, exclusive coastal areas.
Without affordable lodging options, former residents of coastal communities face an undue and
unjust burden in visiting the coast. Much like the arguments against affordable housing, residents
seek to protect their exclusive access to the coast and see increased access for a wider swath of
Californians as a threat.
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Resilience

“Resilience is the ability of an urban asset, location and/or sys-
tem to provide predictable performance .. under a wide range
of circumstances.”

Jeb Brugman, Financing the Resilient City (2009), p. 217 °

The housing crisis is only one demand on local governments and the State of California’s limited
resources. Climate change will adversely impact communities across the state with coastal
communities under threat from sea level rise and possibly other threats, such as mudslides and
fires. Local communities across California are now engaged in the process of planning for sea level
rise and other hazards exacerbated by climate change. Although there is currently a strong debate
about the nature of these adaptation strategies, often couched in terms of green (emphasizing
coastal restoration or retreat) versus gray (armoring), all of these adaptation strategies have one
thing in common: they are all extremely expensive. For example, a recent study published in the
Annals of the New York Academy of Science (Aerts et al. 2018) estimated that Los Angeles County
alone will face climate change related costs of between $4.3 and $6.4 billion by 2100. A study in
Oceanside, CA estimated coastal adaptation costs of over $250 million by 2040. Costs for other
coastal cities will be similarly high.

9 Brugman, Jeb, Financing the Resilient City, Environment and Urbanization, V. 24(1): 215-232, p. 217.
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These coastal communities will have to come up with the money for adaptation. Many of the large
capital costs of these projects will likely be financed by various state and local bond issuances
(Resources Legacy Fund, 2018). However, like any loan, bonds simply shift costs forward; cities and
other government and private entities will ultimately need to raise large sums of money in order
to pay for resilience. In many cases, cities will either be expected to cost share or will be expected
to take over certain aspects of the project (e.g., maintenance). This will all be on top of the services
that cities currently provide and which are already underfunded in many areas. Therefore, cities
will need to find new revenue sources, and increasing taxes is not only unpopular but extremely
difficult to legislate.

Although cities can and should expect help from the State of California and U.S. government
agencies, these sources of funds have been in decline as revealed when examining the
percentage of the average California’s city government total budget. In 1974-75, Federal and
State Grants accounted for 21% of a city's budget; today that figure is less than 10% on average'®
(Coleman 2016). Much of this money is also tied to particular programs and projects, so that city
governments have little say or discretion over how the money is spent.

Discretionary Revenues and Spending
Typical Full Service City
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Figure 10: Revenue (taxes and fees) vs. spending for average California city.

10 Coleman, Michael, A Primer on California City Revenues, Part Two: Major City Revenues, Western City, December 1,
2016 http://www.westerncity.com/article/primer-california-city-revenues-part-two-major-city-revenues
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Sales taxes, another significant source of local revenue, have also failed to keep up with overall
economic activity in California. In California, as in many states, sales taxes only apply to goods
and not services. In the last 30 years, consumers’ spending patterns have shifted toward more
services and fewer goods, resulting in slower rates of growth for sales taxes. Moreover, since
wealthier households tend to spend a greater proportion of their income on services than poorer
households, the failure to tax services makes the sales tax more regressive (California Budget
Center 2011). With growing populations already straining cities revenue and increasing demand
on public services, the relative decline in sales tax revenues further reduces cities' discretionary
budgets. The lack of funds curtails the potential cash flow for necessary resiliency projects. The
transient occupancy taxes generated by STRs can help make up for the slower growth in sales
tax revenues.

Where Do California Cities
Get Their Revenues?

While city governments obtain some of their budget from the state and federal governments,

the primary source of revenue is their tax base. Figure 10 in the previous section presents data

on revenue versus spending for the average California city (which can vary from city to city). The
majority of most city budgets are dedicated to public safety, such as fire and police departments.
These services are necessary and only increase in need as California populations grow and natural
disasters plague the state. The majority of the remaining budget goes to other traditional city
services, such as parks and recreation, planning, street services, libraries, etc.

On the government revenue side, property and sales taxes still make up over half of a typical city's
general fund revenues. However, as noted above, sales taxes have failed to keep up with economic
growth since services are not taxed and have become an increasing share of California consumer’s
spending. Sales taxes are regressive; even with food and rent excluded from sales taxes, lower
income households pay a higher percentage of their income than wealthier households on

sales taxes.

Outside of sales taxes, municipalities in California rely on a combination of other tax sources.

One such additional revenue stream, Utility User Taxes (UUTs), have become more important as

a source of general funds for cities, representing, on average, 15% of general fund revenues for
cities that have a UUT. These are taxes on a consumers’ usage of utility services, such as electricity,
sewage, water, sanitation, and cable television. Local governments assess UUTs based on the
consumer’s usage of the service.

Business licenses and fees (e.g., recreational fees for a swimming pool) account for just under
10% of a typical California city budget and are generally used to partially offset corresponding city
services. Transient Occupancy Taxes (TOT), also known as hotel taxes, represent just over 10% of
taxes for the average city. These taxes are primarily paid by visitors to the area, rather than the
residents, making them more popular. While TOT represents a small part of the average city's
revenue, coastal cities with significant visitation can have much higher TOT revenues. These taxes
can be a crucial revenue source useful for offsetting the cost of tourist services in addition to the
general public services.
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Increasing City Revenues to Pay for Resilience

Increasing local resilience to climate change will require cities to raise more revenues. Raising
revenues from each of these sources poses different challenges. The primary source of municipal
government revenues is through the various tax sources. Measures in California law restrict the
ability of jurisdictions to alter their taxes even when the needs for revenue are critical. Adapting
to climate change and promoting climate change resistance poses one such critical circumstance,
especially for those communities most adversely impacted by rising sea levels. Without a new
revenue source, or expanding an existing one, these governments will likely lack the revenue

to either directly pay for resilience or to pay back future bond issuances. The discussion below
highlights the major sources of revenue for California’s cities, each with their own limitations, and
also discusses the prospect of Transient Occupancy Taxes as a revenue stream.

Property Taxes

In California, unlike many other states, property taxes, though collected at the county level, are
distributed via the State Board of Equalization back to local governments. While property taxes
constitute a significant portion of city and county revenues, the ability to increase property taxes
is limited. In 1996, California voters approved Proposition 218, “The Right to Vote on Taxes Act,”
which “substantially expanded restrictions on local government revenue-raising including taxes,
assessments and property related fees” (League of California Cities 2019). Furthermore, these
property tax increases must go to support “the acquisition or improvement of real property”
(California City Finance, 2019). This means that the uses of collected taxes are limited to the state’s
purchase of property or improvements to structures on government property. The definition

of real property includes various trees and mines but does not include waterways or the coast,
which would assist in its use for necessary resiliency work on the coastline. Prop 213 requires

a two-thirds majority for all property tax supported bond measures, except for school districts,
which have a lower threshold of 55%. The two-thirds supermajority requirement put a damper
on bond measures, and less than half of bond measures requiring a two-thirds vote have passed
since 2001, whereas 84% of measures requiring a 55% measure (for schools) have passed. Since
the 55% measures include schools, their high success rate may also be related to continued local
support for schools. Overall, the limitations on property taxes have reduced the state's ability to
collect them and thereby reduced the budget.

In addition to property tax levies to support school or other bond issues, California law also
supports a number of special property tax districts, including independent financing districts
(IFDs) which can issue additional fees (e.g., Mello Roos) or property tax levies generally on new
or substantially improved property. For protection of existing property, the state has created
geological hazard abatement districts (GHAD)s. A GHAD comprises an independent agency
focused on the abatement and prevention of geological hazards in the area for which it was
created. They have defined boundaries of that area and obtain their funding within it. A number
of GHADs have been created across the state to help homeowners and other property owners
protect their property against geologic hazards, such as earthquakes or coastal erosion (e.g., in
Malibu). One potential disadvantage of GHADs on the coast, however, is their focus on protection
of private property over other uses. For example, a GHAD may favor coastal armoring over other
adaptation scenarios since armoring will protect coastal property. However, this armoring may
also diminish coastal recreation if already eroding beaches erode further.
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Sales Taxes

As discussed, another primary revenue source for cities are sales taxes. Sales tax revenues largely
do not meet the needs of California cities, and measures to expand them have a low success

rate. Under Bradley Burns Uniform Local Sales and Use Tax legislation, California allocated 1%

of sales subject to sales taxes to incorporated cities or counties with another 0.25% allocated

for local transportation, which are typically allocated to counties (California State Auditor 2017,

8). California law allows local jurisdictions to add on sales taxes at the city or county level to
support other services. Since 2001, many measures have been passed to add-on sales taxes for
local transportation; many of these were extensions of already existing sales taxes that needed

to be ratified. However, if one examines sales tax increases not allocated to transportation, the
success rate for new sales tax measures in California since 2001 has been less than 50%. The most
successful other tax measures have involved libraries, street/roads, and public safety, but the
majority of these ballot measures have failed (Ca City Finance 2019. 11-14). The lower likelihood of
passing a sales tax increase diminishes the ability of municipalities to use sales tax as a source for
their much-needed resiliency budgets.

As noted above, sales taxes have two other problems. First, they are regressive—lower income
houses pay a higher percentage of their income in sales taxes since they spend more of their
income on items subject to sales taxes. This creates an equity problem as it is unjust for those with
fewer means to pay more for public services. Second, sales tax revenues in California have failed
to keep up with economic growth since services (e.g., haircuts) are not subject to sales taxes and
services have become a larger part of California consumers’ budgets.

Utility Users Taxes

Taxes based on a consumer’s use of a service, Utility Users Taxes (UUTs), have increasingly yielded
important revenue streams. However, utilities will be especially stressed by climate change, and
taxes or utility rates will have to increase substantially to pay to make key infrastructure more
resilient. Climate change will increase the need for certain services, such as electricity (for uses
such as air conditioning), and likely damage some existing systems, necessitating repair. UUTs are
typically levied by cities on utilities such as electricity, water and telephone use. While voters have
generally approved continuing existing UUTs, most ballot initiatives attempting to increase existing
UUTs have failed in California since 2001 (CA City Fin 2019).

Additionally, local phone calls were traditionally a significant source of UUT revenue, but the
advent of new technologies in telecommunication has made charges for local telephone calls

a relic of the past. To respond to these changes, many cities have revised/modernized UUTs,
however the majority of these ballot measures resulted in reductions in UUT fees. Climate change
will have a significant impact on many utilities as cities will be required to modernize, harden,

and relocate many power, gas, electric, water, and telecommunications lines. Voters facing the
prospect of power outages or loss of other valuable utilities may be willing to approve UUTs
targeted at improving utility infrastructure. Consequently, it's unlikely that UUT revenues can

be used to fund resilience projects, other than supporting and moving existing infrastructure,
requiring funding from other sources for other resilience tasks.
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Business Licenses and Fees

These fees are generally collected for services rendered by a city or county and may include
licenses for operating businesses within the community, recreational fees for community services
such as a local swimming pool, and parking fees. These licenses and fees are generally subject

to a vote by a city council or county Board of Supervisors. Parking fees may be used to support
resilience projects in cases where parking lots/structures are threatened by coastal erosion.

Transient Occupancy Taxes

In looking for potential revenue sources to fund resiliency projects, cities (especially those on
the coast) could look toward Transient Occupancy Taxes (TOTs). Sometimes referred to as hotel
taxes, TOTs are levied on hotels and short-term rentals of less than 30 days. Under California
law, cities and counties (for hotels and rentals in unincorporated areas) may levy TOTs with a
two-thirds vote. According to the California State Controller's Office'!, the vast majority (over
90%) of cities and counties have some sort of TOT. The most common rate is 10%, but quite a few
popular destinations in California have significantly higher rates that allow them to capitalize on
the demand for tourism in the area. For example, Anaheim has the highest rate (15%), while Los
Angeles, San Francisco, and a few other high-demand cities charge 14%. Although TOTs require
a two-thirds vote, these taxes are often popular since non-residents generally pay for them
and they are often seen as a mechanism for reimbursing the costs of hosting visitors (e.g.,
public safety, beach recreation). Since 2001, the majority of TOT measures have passed despite
the requirement of a two-thirds vote.

One potential issue with TOTs is non-compliance. STRs offer a potentially lucrative source of TOTs
if they are brought into compliance while still encouraging the existence of the rental. As discussed
in the next section, TOTs from STRs have increased substantially as STRs have become increasingly
popular and as more have been brought into compliance.

Transient Occupancy Taxes from Short-Term Rentals

Easier access to STRs through new platforms has not only increased access to popular
destinations, such as the California coast, but also the potential to greatly increase revenues in
these areas. In the City of Los Angeles, for example, revenue from short-term rental transient
occupancy taxes go to the city’s general fund and help pay for community services. However, in
order to capitalize on this possibility, cities need to find a way to regulate STRs without imposing
high costs on hosts. These costs, such as the murky regulatory environment or high permit fees
mentioned above, can impose barriers to entry. This reduces the number of rentals the cities can
collect taxes from, discourages small “Mom and Pop” hosts who cannot pay the high fees, and may
force some STRs to continue without permits.

Table 6 below summarizes the revenue sources available to local governments in California, along
with the typical use for any tax /fee increases, the political hurdles necessary for an increase, and
the potential advantages and disadvantages of each tax/fee.

11 California Cities Transient Occupancy Tax Revenue, Tax Rate, and Effective Date, Fiscal Year 2016-2017 https://sco.
ca.gov/Files-ARD-Local/LocRep/2016-17%20Cities%20TOT.pdf
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Local Fund Source

Often Used For:

Necessary

Approval

Table 6: Examination of Revenue Sources for California Cities

Possible
Advantages

Possible
Shortcomings

Property Tax Levy

Special Assess-

ment District (e.g.,

GHAD, IFD)

Sales Tax

Developer Fee

Utility/User Fees

Business Licenses

and Fees

Transient
Occupancy Tax

School Districts

Protection against
Geological Haz-
ards

Transportation

Low Income
Housing. Environ-
mental Mitigation

General Fund,
Utility Improve-
ment

Providing Ser-
vices, General
Revenue

Parks and Rec-
reation, General
Fund Revenue

Requires Ballot Mea-
sure: 2/3 for general
levy; 55% for schools

Requires Formation
of District and Ap-
proval of Special Tax

Revenues have
lagged economic
growth; Requires 2/3
Ballot Measure

Requires New
Development

Requires 2/3 Ballot
Measure

Requires City Counsel
(or similar) Vote

Requires 2/3 Ballot
Measure or Increas-
ing Hotels/ STRs

Involves entire
community

Coastal Property
Owners may have
higher Ability to
Pay

Spread evenly
across consumers

Often used to
support Affordable
Housing

Can be used to
support utility
resilience

Helps offset cost of
public services

Increased Coastal
Access correlated
with higher TOTs

Financing Resilience for
Local Communities

Raises Housing
Costs

GHADs emphasize
property protection
over other uses

Lower income
groups pay higher
percentage (Re-
gressive tax)

Academic Studies
indicate these fees
raise the cost of
housing in CA

Most increase mea-
sures have failed

May be regressive.
Limited ability to
raise revenue

Requires new
hotel construction
or lowering STR
restrictions

To return to the quote at the beginning of this section, resilience can be defined as “the ability of
an urban asset, location and/ or system to provide predictable performance ... under a wide range
of circumstances” (Brugman, 2009). Facing the threat of climate change, California cities need to
increase their ability to fund and execute resilience. In all likelihood, climate change adaptation will
require local governments to increase taxes and fees in a wide variety of ways, including property
and sales tax increases as well as increases in utility rates or user fees to pay for infrastructure

improvements.

In California, cities are limited in terms of their ability to raise revenues between the taxes and
fees discussed above. As indicated in Table 6 above, each type of tax/fee has advantages and
disadvantages. TOTs offer one of the most feasible methods of increasing taxes, particularly for
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services oriented for visitors, such as maintenance of beaches and other public parks. Additionally,
the potential to increase TOT revenue exists in the prospect of bringing existing STRs into
compliance and promoting better regulations. For communities on the California coast, TOTs can
provide needed revenues to offset the cost of serving visitors (e.g., public safety) as well as help
preserve beaches and other sensitive coastal habitats. In addition to increasing TOT rates, many
local communities have the opportunity to increase TOT revenue by allowing for more STRs or by
bringing existing STRs into compliance (by paying TOTs). This would allow coastal communities to
improve their resilience without burdening their populations and simultaneously increase coastal
access for visitors by helping legitimize STRs as a source for affordable accommodations along

the coast.

Table 7: Potential for City Revenue Sources to Finance Climate Resilience

Local Fund Source Potential for Climate Resilience Finance

Property Tax Levy

Special Assessment District (e.g., GHAD, IFD)

Sales Tax

Developer Fee

Utility/User Fees

Business Licenses and Fees

Transient Occupancy Tax

Can help support property protecting infrastructure,
especially for schools.

Can help support protection of private property,
in particular shoreline protection.

Can help support transportation infrastructure.

Can make new developments more resilient.

Can help support utility infrastructure resilience.

Can help support local programs. Parking fees can help
offset threats to parking.

Can help support beaches, parks, and visitor supporting
services.
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Case Studies—
The Potential for
Affordability on
the Coast

California’s coast is available to all, which makes California’s coastal communities some of the
most in-demand real estate in the country. California’s coastal cities tout beachfronts, plentiful
coastal access, and offer a calm respite from the larger cities—or at least an escape from the
Inland Empire’s heat. Unfortunately, many of California’s coastal communities have become
unaffordable. Not everyone in California can afford to live in, or even visit, them.

This section examines a few case studies of different coastal communities in California. The first
case study examines North San Diego County, specifically the Cities of Del Mar, Solana Beach,
Encinitas, Carlsbad, and Oceanside. This region showcases how affluent communities not only
discourage construction of affordable housing and lodging but also have the most restrictive
regulations on short-term rentals. Data from a summer 2018 sample of STRs demonstrates that
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wealthier areas—in particular Del Mar—impose more restrictions and a higher degree of
exclusivity in lodging, keeping costs high and inaccessible to most Californians.

Unlike North San Diego County, the second case study examines the different regulatory
environments for STRs in Pismo Beach and the City of Santa Barbara. While STRs are legal in Pismo
Beach, they are expensive to operate due to the burden of high permitting fees. Additionally,
Santa Barbara's near ban on STRs demonstrates how restrictive regulations increase the cost of
accommodations and forces budget conscious visitors away from the coast.

In all of the sample cities, coastal access is limited due to the cost of housing, cost of overnight
accommodations, and acute lack of supply for lodging in the high season. However, there are
differences in the way each of these communities have approached the issue of providing coastal
access via increased affordability and lodging supply. These differences contribute to dramatic
disparities in affordability, which could be addressed through policy changes.

North San Diego County

The communities in North San Diego County line a popular stretch of the California coast and
offer access to prime beaches, such as Del Mar City Beach, Carlsbad State Beach, Torrey Pines,
Moonlight, Fletcher Cove, Oceanside, and many others. These seaside towns offer smaller
communities and a well-maintained coastline often amenable to families. However, due to the lack
of affordable real estate and accommodation, many Californians cannot afford to live in or visit
these towns.

Despite many similarities and close proximity, the five sample cities differ greatly in their degree
of affordable accessibility as well as in demographic makeup. As Reineman’s (2017) work predicts,
these communities are predominantly comprised of individuals who are wealthy, white, and
typically older than the median age for California. The population of Del Mar is the oldest,
wealthiest, and least diverse of the focus cities. On the other hand, Oceanside is much less
expensive and more diverse.

Table 8: Demographics in North San Diego County Communities, SANDAG data 2018

Median Household Income Median Age Single Family Homes

Del Mar $129,880.00 60%
Solana Beach $111,476.00 44.2 47%
Encinitas $106,960.00 41.9 63%
Carlsbad $107,605.00 41 55%
Oceanside $67,754.00 36.8 53%
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San Diego Association of Governments (SANDAG) statistics indicate that Del Mar is the least
diverse with over 85% white residents, the most affluent, and also the oldest by median age.
Encinitas and Solana Beach are also predominantly white and older. All three coastal communities
are significantly less diverse than the rest of California overall. Homogeneity along racial and
socioeconomic lines is a trend along the coast; the Californians with the easiest access to the coast
by virtue of their residence tend to be white, affluent, and older (Reineman 2017). This is especially
evident in Del Mar.

While North Coastal San Diego adheres to this trend, and the lack of access overall, Oceanside

is an interesting outlier. The city is much more diverse than the others in the study. Additionally,
housing is more affordable. Oceanside demonstrates that more affordability is possible, especially
in terms of affordable housing and accommodation, if regulations are in place to promote supply
and affordability.

Median Household Incomein North San Diego
140,000

120,000
100,000

80,000

60,000

40,000
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Del Mar* Solana Beach Encinitas Carlshad Oeceanside

mm Median Income —CA Nationwide

Figure 11: Median household income in North Coastal San Diego
is higher than the statewide and national average.
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Affordability on the North Coast

Housing affordability is especially important because coastal communities are not only more
affluent on average than the rest of the state but also more expensive to live in. The housing
shortage—and in particular the lack of affordable housing—is more severe in coastal cities.
Simply put, a low-income household cannot afford to live in most of these communities due

to a severe lack of more affordable options and multi-family housing. Typically, this lack of
affordability creates an enclave of wealthier residents on the coasts and reduces access for
lower-income households as they are pushed further inland. While the vacancy rates, according
to a 2018 SANDAG assessment, are relatively high, the vacant homes are not affordable for most
Californians. Furthermore, many homes in Coastal North San Diego County are second homes
which sit unused for much of the year.

In most of the small coastal communities, median home prices and rent are much more
expensive than the average for San Diego County. The notable exception is Oceanside. On the
other extreme is Del Mar with a median home price nearly 3x the rest of the county. The high

cost of living in these communities creates an especially acute need for affordable housing. The
lack of affordable housing has been addressed in the San Diego Area Governments (SANDAG)
housing needs assessment. This study helps planners determine how much housing needs to be
constructed and to target that housing for specific income brackets: Very Low, Low, Moderate,
and Above Moderate. The 2017 assessment found that the coastal communities in this case study
alone need 5,521 homes for Very Low- and Low-Income households. The diversity in affordability,
demographics, and housing needs between these coastal communities allows for comparison. Del

Mar, for example, would be expected to have less ease of coastal access than Oceanside and more

restrictive attitudes in local politics.

Housing Cost in Coastal Cities Compared to San
Diego County
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Figure 12: Housing costs in most coastal communities
are far higher than the county as shown by percentages.
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Affordable Accommodations

Finding affordable overnight accommodations in North San Diego coastal communities is nearly
impossible during the summer high season. The meager number of affordable rooms does not
begin to meet the needs of the surrounding population. The Coastal Conservancy defines Lower
Cost Coastal Accommodations (LCCAs) as those with an average daily rate (ADR) 75% or less of

the state average. For July 2019 (high season) this is estimated at $140.70 per night. A prospective
visitor might struggle to find such options in the coastal zone. Some cities, such as Del Mar, appear
to have no affordable options at all. Del Mar, despite its popularity as a destination, offers only six
hotels—with only 355 rooms between them—a scarcity which helps drive up prices (Schwing 2018,
2). Furthermore, hotels with rates less than $140 in July typically offer that rate for a single full
bed—hardly enough room for a family.

Although camping can provide a more affordable alternative for these families, there are limited
options. In many of the coastal communities there are no tent camping sites, only RV parks. This
imposes high equipment costs if visitors do not own an RV. In Carlsbad and Encinitas, there are
State Beaches which offer tent camping, but these few sites are booked months in advance. This
might be particularly problematic for a working-class family with less certainty of the stability of
their financial situation and less predictability in time off. Furthermore, camping is not an option
for all families as it has high equipment costs (Christensen & King 2017; Coleman 2016). Due to the
barriers to entry and the limited availability, many families would not be able to turn to camping in
the North San Diego Coastal area as an affordable accommodation option.

As discussed, the coast has lost many of its affordable options since 1989. The coastal region’s
tourism is especially seasonal, proving a challenge to the hotel business. Zervas (2016) discussed
this issue, explaining that hotels face high fixed costs. This makes it especially difficult to adjust
their supply of rooms to match demand—to scale up in the summer high season and scale down
in the cooler months. As the cost of land on the coast has increased, economy range hotels have
increasingly closed down and been replaced by upscale hotels and condominiums (Ainsworth
2017). In San Diego County, no discounted rooms have been included in new developments
despite the mandate to provide affordability where feasible (Weisberg, 2015). Most recent hotel
projects have been for the construction of upscale and luxury resorts (Access Denied, 2019).
These new developments not only take existing LCAAs away from visitors but they also increase
the associated costs of a visit by bringing in more high-end clientele and thus more upscale
restaurants and shops. The areas with the most expensive hotels and fewest LCCAs typically
impose the most restrictive policies on STRs, keeping prices high and lower-income visitors out.
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Short-Term Rentals Provide Affordable Access

In order to evaluate the affordability of short-term rentals in North San Diego County, this paper
examines data on the rental price of STRs in Del Mar, Solana Beach, Encinitas, Carlsbad, and
Oceanside from summer 2018. For example, the average listing in Oceanside is $150 per night,
whereas in Del Mar the average is $265. The data confirms the expectation that the more exclusive
areas have less affordability. Furthermore, mapping the rental listings and their distance from

the coastal zone shows that prices increase with proximity to the coast. Therefore, affordability
decreases.

Table 9: Average Price for a Short-Term Rental in Select North San Diego County Cities
for Two-Person Occupancy. Prices Determined by Capacity of the Rental.

Cit All Listings Private Listings within Private Room Home within
y 8 Room .5mi of Coast within .5 mile .5 mile

Del Mar $265.20 $90.36 $269.99 $268.33 $90.36 $273.41
Carlsbad $153.72 $133.90 $156.50 $174.27 $152.05 $175.20
Oceanside $150.62 $117.55 $157.00 $166.10 $126.52 $167.82
ézfc”ha $199.46 $137.45 $204.27 $215.87 $154.48 $217.79
Encinitas $177.66 $176.20 $178.23 $194.60 $200.62 $194.50

Figure 13 below shows a scatterplot of short-term rental listings from the summer (June, July, and
August) of 2018 obtained from an independent source, Transparent Data (https://www.seetrans-
parent.com). In this figure, affordable rentals (as defined by the California Coastal Conservancy)
are depicted in green and unaffordable listings are depicted in red. As one gets closer to the coast,
most listing become unaffordable; although, as indicated in Table 9 above, Oceanside still has
many affordable listings within half a mile of the coast.
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Figure 13: Distribution of STRs in North San Diego County Showing Affordability Increasing
Further from the Coast. Special thanks to Dr. Kiersten Patsch for mapping.
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Additionally, STR listings in North San Diego County appear to be affordable or expensive in
clusters. Figure 14 below constructs an average cost map which grouped the listings in 100-meter
segments around average cost and color codes the average price for each 100-meter area. The
map shows that prices of STRs cluster into groupings of high costs (for example, greater than $500
a night) and low costs (less than $100). Average prices are noticeably lower (the darker red) in
Oceanside and further inland. Del Mar has more high-priced clusters (pale yellow, indicating more
than $500 per night). While in some areas STRs are largely unaffordable according to the cost per
two people per night, in many cases they are still more affordable than hotels, partially because

a group or family would need many rooms at a hotel rather than a single home. Additionally, the
supply of STRs helps lower prices and reduce the price hikes in the summer season as discussed in
previous sections (Zervas 2015).

Figure 14: Distribution of Average Price of STRs in North San Diego County Showing Affordability
Increasing Further from the Coast. Note that Del Mar, Solana Beach, and Encinitas have far fewer
listings at less than $100, or even $150.
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Finally, Table 10 and 11 below present affordability by number of listings. As the maps above
suggest, the City of Oceanside has both the highest percentage and the highest number of
affordable rentals, both homes and private rooms. The City of Carlsbad has similar percentages of
affordable rentals, and Solana Beach and Encinitas also providing some affordability. Once again,
Del Mar has the lowest percentage of affordable listings no matter how one looks at the data.

Table 10: Affordability (Defined here as 75% of California Average Daily Rate)
for All Listings, compared to those within a half mile of the coast.

Affordable by Statewide ADR

m Percent of Listings Within 0.5 mi of coast Percent of Listings

Del Mar 16% 13%
Solana Beach 80 30% 40 15%
Encinitas 183 41% 78 17%
Carlsbad 229 52% 89 20%
Oceanside 455 52% 232 26%

Table 11: Comparing affordability of listings when defined using
California ADR or the ADR of San Diego County, which is higher. Although there
are more listings at 75% or less of SD ADR, Del Mar still lacks affordability.

Affordable by Statewide ADR Affordable by Local ADR

I T T T
Del Mar 16% 25%
Solana Beach 80 30% 103 39%
Encinitas 183 41% 233 52%
Carlsbad 229 52% 278 63%
Oceanside 455 52% 551 63%
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Tourism as a Revenue Source

The lack of affordable accommodations not only impinges on access for low- and moderate-
income Californians but also reduces the potential tax revenue of the municipalities. All of these
coastal communities rely on tourism, and the coast is the primary draw. The cities of North San
Diego County draw a large share of their tax revenues from the tourism industry, and one of the
primary ways in which they do this is through Transient Occupancy Taxes (TOTs). As discussed,
TOTs impose a tax on visitors when they stay in the community. Traditionally this tax was collected
primarily through the hotel sector, but increasingly STRs have made important contributions

to TOT revenues. In all of the North San Diego County cities examined here, TOTs make up a
significantly higher portion of the tax revenue for that city when compared with the county overall.

TOTs have been rising over time, despite there not being a drastic boom in hotel construction or
dramatic change in consumer preferences. This is likely due to the increased presence of STRs

in the coastal accommodation market and efforts by municipalities to collect TOTs from them.
Carlsbad and Oceanside are larger cities with greater tourist draw. They also tend to be more
affordable and less exclusive than the Encinitas, Solana Beach, and especially Del Mar. These three
smaller, more exclusive communities have seen similar growth in TOT revenues, although on a
much smaller scale due to their smaller size and reduced number of lodging options. It is harder—
and more expensive—to stay in one of these areas.

TOTs can offer municipalities a crucial source of funding for projects such as adaptation to climate
change, affordable housing, and public services which tourists place increased demand on. They
offer an alternative to GHADs where the residents pay for an independent authority tasked with
protection from geological hazards such as sea level rise. Wealthier communities, such as Del Mar
and Encinitas, possess GHADs. Solana Beach is also considering adopting a GHAD (City of Solana
Beach 2019, 7). Oceanside, less wealthy and more diverse, does not possess a GHAD. The potential
problem with GHADs is they tend to focus on armoring rather than more sustainable coastal
options, which can reduce coastline and therefore coastal access. Due to the nature of the funds,
they can also reinforce exclusivity as the residents nearest a particular stretch of coast pay for its
protection.

In order to increase potential TOT revenues, coastal communities could turn towards STRs as

a reliable source of revenue. While it takes years and millions in investment to build a hotel,

STRs capitalize on and expand the use of existing property. To benefit from this revenue source,
municipal governments need to embrace rules that balance the legitimate concerns of neighbors,
particularly in residential neighborhoods, with California’s stated goal of access for all. Restrictive
STR regulations can hinder small, “Mom and Pop” rentals from the market through commercial
zone restrictions and exorbitant permitting and licensing fees. The fewer the number of nights
available in STRs, then the smaller the TOT revenue leading to a lost opportunity for a community
to capture the benefits of the tourism market.
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Regulating STRs

The policies cities enact determine how they structure the market for STRs and can affect access
to the coast. Del Mar and Oceanside illustrate this dilemma well. They have chosen divergent
responses to STRs that reflect the makeup of their communities. Del Mar has very restrictive
regulations that prohibit STRs in residential zones and limit their operation to the Residential-
Commercial (RC) zone and the Visitor Commercial (VC) zone. This means that homeowners in a
residential zone cannot rent out their vacation home or spare room without risking fines. In 2017,
the city attempted to pass additional restrictions to limit STRs to no more than 28 days out of the
year and impose a minimum seven day stay for visitors, while restricting STRs to the Residential
Commercial and Visitor Commercial areas of the city. In the interest of providing greater access to
the coast, the law was rejected by the California Coastal Commission on the grounds the proposed
ordinance would negatively impact public access and affordability (Schwing 2018, 2). The staff
recommended no nightly minimum and a 180-day cap, while the Commissioners themselves
eventually settled on a 3-day minimum and 100-night annual cap. Del Mar rejected the Coastal
Commission position and is suing the state to overturn the decision. The attempt is indicative

of the attitude in Del Mar towards STRs and the various ways cities enact policies which curtail
affordability and reduce lodging supply.

Another policy which can detrimentally impact the affordability and supply of short-term rentals
in these communities is permitting. While municipalities need to keep track of their STRs and
collect transient occupancy taxes, the high cost of these permits prevents many potential hosts
from renting and increases the costs of the rental. Permits range in costs and often come with
secondary fees, such as costly inspections and business licenses. Cities in North Coastal San Diego
attach a variety of fees to their STR permits. Solana Beach, for example, charges $100 for a new
permit and $55 annually to renew; Encinitas’ permit costs $150; in Carlsbad the permit is free,
but a business license is required at a cost based on revenue; and Oceanside’s permit costs $250.
Information on Del Mar’s permitting was unavailable due to the pending ban. These high costs
can drive some hosts towards renting illegally and others to pass the costs on to their renters,
reducing coastal access. These fees are summarized below in Table 12.

Even in cities that allow short-term rentals, there can be high costs that pose a barrier to entry for
potential STR operators. Permitting is one example, and punitive fines are another. As discussed
earlier in this paper, some regulations on STRs can impose high risks to the host. Fines accomplish
just that. Imposed for violations of ordinances, these fines can work to enforce bans on STRs. In
many cities the fines are aimed at long-term zoning compliance and obtaining back taxes. The
crackdown in Encinitas showcases this with fines starting at $250. Ordinance violations in Solana
Beach start at $500, and a second violation costs $1000. While many areas impose these penalties,
the amounts and causes are not easily discerned. Oceanside—which has the most permissive
policies of this study—makes the penalty known, stating that a violation of policies will result in a
misdemeanor and a fine up to $1000. However, unlike many of the more exclusive communities
their policy provides for a greater range of legal STRs. If cities wish to bring operators into
compliance and preserve affordability, high penalties undermine this goal.

Oceanside, more affordable and diverse, is much more accommodating to visitors wishing to
rent a home or room for a short stay and visit to the coast. Oceanside’s policies make a trip to the
beach and coast an affordable luxury to many Californians. The city allows short-term rentals in
the residential areas provided rentals meet certain limits and adhere to its Good Neighbor Policy.
Oceanside has many more STRs but it is also larger than Del Mar or Solana Beach. The higher
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number of STRs offers visitors many more accommodation options, especially in high season
when rooms on the coast are hard to find and campsites are booked. Similarly, Carlsbad offers
more affordable STRs than the other North San Diego County coastal cities. The city requires
short-term rental operators to comply with its Good Neighbor Guidelines as well, which include
provisions about noise, trash, and parking.

Table 12: Short-Term Rental Regulations

m Attitude toward STRs Key Regulations

Attempt to prohibit almost all STRs Zone Restrictions: Not
permitted in Residential Zones, only permitted in Residential
Commercial and Visitor-Commercial and where the development

Very restrictive. The City
attempted a limit of 28 days
per year (blocked by Califor-

Del Mar nia Coastal Commission). In allows it
Couft proceedings Wl.th .Cal|— Night Caps: Proposed 28 days per calendar year. 7 night mini-
fornia Coastal Commission.
mum for all stays
Zone Restrictions: Prohibited in Residential areas if less
Fairly restrictive. Rentals than 7 days
allowed in Residential areas
Solana Beach if stay is over 7 days, but Fees and Permit: $100 new permit fee with $55 renewal, $500
enforcement of penalties fine for first STR policy violation
is strict.
Taxes: Host has to collect TOTs
Zone Restrictions: Single family and duplex dwellings only.
Multi-family dwellings and condominiums are prohibited from
usage as short-term rentals in residential zones.
Encinitas Recent crac_kdpwn tobe Fees and Permits: $140 permit annually, policy violation fines
more restrictive. ;
starting at $250
Taxes: 10% transient occupancy tax hosts are to collect
from renter
Zone Restrictions: Banned in residential areas except in the
coastal zone; required to comply with “Good Neighbor
Guidelines”
Very restrictive except in Permits and Fees: Permit required (free) and business license
Carlsbad ) )
the coastal zone. required (cost variable)
Taxes: STRs are subject to a 10 percent transient occupancy tax
as well as a $1 per room per night Carlsbad Tourism Business
Improvement District assessment due monthly to the city.
Permits and Fees: All STR operators are required to apply for
a STR permit (fee required) unless the STR property is a hosted
unit or part of a gated HOA; violations are a misdemeanor with
up to $1000 fine
Oceanside Permissive in coastal zone. Policies: Minimum 2-night stay, curfew on daytime guests at

10pm, and limits on overnight occupancy
Taxes: TOT collected by Airbnb in agreement with City

Night Caps: Minimum 2-night consecutive stay
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The different approaches of Del Mar and Oceanside reflect the nature of regulations in these
communities. Del Mar restricts affordability through little affordable development and harsh
restrictions on STRs, preserving the exclusivity of the community. Oceanside’s policy is not perfect,
but the openness to STRs aligns with the diversity of the community and lower housing costs.
Oceanside is one of the few coastal communities that has not carved out an affluent, exclusionary
enclave for its residents on the coast. Del Mar, and other communities with strict regulations
severely limiting the ability of STRs to operate along the coast, reduce the supply and affordability
for visitors. Communities with more reasonable regulations—designed to create harmony
between STRs and permanent residents—can promote STRs, thereby increasing the supply

of accommodations and lowering cost. This helps promote access to the coast without costly
investments in new hotels or campgrounds.

City of Pismo Beach

In Pismo Beach the story of short-term rentals and affordability is more complicated. Pismo
Beach's policy is touted as one of the model STR ordinances by the California Coastal Commission,
yet the city lacks affordability in accommodations. While the City is open to short-term rentals,
possibly because of its reliance on tourism for the economy, it's like the majority of the other
North San Diego cities: white, wealthy, and older, demographics which have been shown to
dominate the coastal zone in the state (Reineman 2017). Despite this similarity, Pismo Beach has
a more permissive regulatory environment than Del Mar and other small, wealthy towns. The city
is more open to the existence of STRs without attempting bans and stringent restrictions on rental
operators. However, without measures to reduce costs there remains a persistent lack of Lower
Cost Coastal Accommodations (LCCAs) to meet the needs of the majority of Californians and
provide access for all.

Affordability in Pismo Beach

Pismo Beach is an affluent area, like much of the coast, with high median incomes and home
values out of reach for most Californians. The concentration of affluence in housing creates a need
in Pismo Beach and in Santa Barbara, as it did in North San Diego County, for the construction of
intentional housing for those of lower means. The Regional Housing Needs Assessment conducted
by Pismo Beach (2019) revealed the city needs 62 homes to meet the needs of extremely low, very
low, and low-income families—41% of their overall housing need. Like much of the coastal region,
these costs and lack of affordability push families inland and away from coastal access.

Affordable Accommodation and STRs

The lack of affordability in Pismo Beach extends to both traditional lodging options and short-term
rentals despite the city’s hospitableness. The city appears to lack any affordable hotel options. It is,
however, close to state beaches with camping options. As previously mentioned, those options fill
up quickly and may not meet the needs of all visitors. In particular, camping may not be an option
for those who lack the means to purchase equipment.
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While STRs offer lower rates than some hotels, this study found only 38 rentals that would be
considered Lower Cost Coastal Accommodations (LCCAs) by the Coastal Conservancy standard.
This amounts to only 25% of all rentals in the area. It is worth noting that almost all (96%) of
Pismo Beach rentals are within a half mile of the coast where prices tend to be higher, but that
percentage of affordability is still very low.

Although Pismo Beach generally embraces STRs, the city requires operators to apply for a
permit—at cost of $399—and a business license, totaling over $450 in comprehensive fees. This
permit cost has the impact of (1) discouraging homeowners from becoming hosts and therefore
reducing the supply of rental, and (2) passing on that high cost on to visitors in the form of higher
rates. Overall this reduces affordability. Mapping the location of STRs in Pismo Beach shows

that they overwhelmingly are near the coast but also expensive. The location is ideal for visitors,
but likely inaccessible to those with stricter budget constraints because of the lack of lower cost
accommodations.

Figure 15: Mapping the STR listings in Pismo Beach shows the close
proximity to the coast and general lack of affordability.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 67



Figure 16: Looking at average cost clusters for Pismo Beach
shows the concentration of expensive listings.
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Reliance on Tourism

Although there are not sufficient LCCAs in either Santa Barbara or Pismo Beach, there are many
hotels. These fill up in the high season and the campgrounds book up far in advance. There are
over 150 hotels between these two communities, and both derive much of their economic base
from tourism. Pismo Beach collects nearly half its revenue via TOTs, and their collection has
increased over time'2. This reliance on tourism may contribute to Pismo Beach’s openness to
STRs as part of its efforts to foster tourism and keep the town thriving. In fact, Pismo Beach'’s STR
policy notes that the loss of TOT revenue in part motivated the regulation. With the high cost of
new hotel construction, existing informal home sharing and the promise of more STRs via new
platforms offer a much faster source of renewable tax revenues. This may explain why Pismo
Beach lacks the affordable hotels that Oceanside offers but has a relatively permissive STR policy.
The caveat is, of course, the high fees which keep affordability low and impact access to the coast.

Regulating Short Term Rentals

Despite the over $500 cost to operate a legal STR, Pismo Beach has been heralded by the Coastal
Commission for its model STR ordinance. However, the combined cost of the permit application,
business license, and the added delay of inspections reduce the ability of operators to charge
affordable rates for their rental listings. The city allows short-term rental operators to share

their primary residence year-round with no nightly cap if they are present for the duration of the
stay and pay the $500 in fees associated with obtaining a permit. If the STR is not the primary
residence, or the operator is not present, the unit has to be in specific zones. While there is a limit
of 182 days per year on unhosted stays, the duration means a unit can be rented for more than
the entirety of the high season.

While the City's rules promote the supply of additional accommodations and in turn increased
access to the coast, the expensive fees create a barrier to entry for potential short-term rental
operators and thus restrict the number of potential accommodations along the coast. As expenses
of permitting, licensing, and potential fines are passed on to renters, affordability diminishes. This
reduces access for those who need access the most. It also reduces the City’'s TOT revenue since
fewer properties are registered and therefore fewer taxes being collected.

Table 13: Short Term Rental Regulations in Pismo Beach
Jurisdiction Attitude toward STRs Key Regulations
Zone Restrictions: Allowed in almost all residential

zones and planned zones at primary residences

Permit and Fees: $399 permit application fee, business
Pismo Beach Relatively Permissive license required (fee required), minimum violation $750
Taxes: host collects TOTs

Night Caps: Limited to 182 days per year without the
owner present

12 Data compiled from the Comprehensive Annual Report for 2018 in Pismo Beach. https://www.pismobeach.org/Docu-
mentCenter/View/53246/FY-2018-Annual-Financial-Report
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Santa Barbara

Unlike Pismo Beach, Santa Barbara has a restrictive policy towards short-term rentals. The city

has more in common with Del Mar and their attempted ban on STRs. The City of Santa Barbara
regulates STRs as hotels for zoning purposes. Therefore, the City of Santa Barbara considers any
listings operating outside of areas already zoned for hotels illegal. With this ban, the city removed
the option for many homeowners to rent out unused space to visitors and confined visitors to
tourist areas. These rules reinforce the exclusivity of the community and impose great risk to hosts
who may be forced to list their vacant property illegally. Such listings also do not contribute to city
TOT revenues.

Affordability in Santa Barbara

Santa Barbara's policies towards STRs reflect the expense and exclusivity of the city overall. The
median home price in Santa Barbara, according to Zillow.com (2019) is $1.14 Million—almost twice
the average for Santa Barbara County let alone California overall. Santa Barbara's assessment
reveals the need for 1,461 additional homes in the Very Low- and Low-income categories, or 47%
of their total housing need. The lack of affordability extends to hotels as well. In Santa Barbara

the ADR in July 2018 was $227.60, and a prospective visitor only finds a couple of options with
“affordable” rates in July—two with rates less than $137 nightly. These options are further from the
beaches and appear not to offer sufficient beds (at that rate) for a family to stay overnight. Santa
Barbara is close to state parks with campgrounds as well as RV parks; however, as previously
discussed, there are limitations not only on the number of sites but also on the viability of camping
as an option for some families.

STRs, Legality, and Zoning in Santa Barbara

The study of rental listings from summer 2019 reveals the nuances of the Santa Barbara policy

on the affordability of STRs. The City of Santa Barbara is unique, in this study, because in 2015 it
began a “heightened enforcement program” of its zoning regulations with the objective to remove
STRs from areas where they had been allowed before 2015 (Kracke v. City of Santa Barbara, 2019).
By classifying rentals as “hotels,” and therefore restricting them to zoning that allows
hotels within the city, Santa Barbara has greatly reduced the affordability of rentals near
the coast. These zoning laws, then, allow very few legal rentals within close proximity to the
coastline as shown in Figure 16. The crackdown on rentals outside the commercial zone, including
those in the coastal zone, constituted a change in policy for the city. Prior to 2015, the city had

an informal practice of recognizing and allowing STRs provided they paid TOTs and received no
complaints (Kracke v. City of Santa Barbara, 2019). In 2010 and 2014, the city attempted to bring
more STRs into compliance, hoping to increase TOT revenues (Kracke v. City of Santa

Barbara, 2019).
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In 2015, Santa Barbara changed its enforcement and began what constitutes a ban on STRs,
because even where zoning allowed for STRs, other requirements and the difficulty of navigating
the system prevent operation’, As a result, only 7% of all listings in Santa Barbara fall within a half
mile of the coast and meet the California Coastal Conservancy’s definition of Lower Cost. Although
one-third (33%) of citywide listings are affordable, these cluster further from the coast as shown

in Figure 17. Many of the more affordable listings for Santa Barbara were actually outside of the
city limits where the regulations are less strict. Furthermore, obtaining a permit to legally operate
a STR in Santa Barbara is nearly impossible. The City in 2017 had not issued a permit in over two
years, according to a recent lawsuit, even for homes in the correct zoning (Santa Barbara Short
Term Rental Alliance, 2017). Many homeowners face this obstacle even after going through the
costly process of inspections—and even remodels.

The city’s ban on STRs violates the California Coastal Act and fails to comply with the California
Coastal Commission, according to a recent lawsuit (Kracke v. City of Santa Barbara, 2019). The
Court found that Santa Barbara’s enforcement of zoning regulations changed the access and use
of the coast, and that in order to do so they would have needed permission from the Commission
to remove STRs in the coastal zone since STRs allow access for more visitors, especially those

of lower incomes. A ban on STRs, because of the access they provide, would not be legally
enforceable (Kracke v. City of Santa Barbara, 2019).

Zones Where i quil PP
©-1- Limited Commerdial
| I c-2 - Commercial
[ ¢« Limited Commercial
| [ e - commerciat-Manufacturing
/ Il < - Restricted Commercial
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I -1 - Light Manufacturing
[ ec - Gcean Related Commerce (partial)
[ R4 - HotetMotelMutiple Residential Units.
/ Zones Where aref

' [] Zones Where Vacation Rentals are Prohibited

City of Santa Barbara °
Zones Where Vacation Rentals
Require Review and Approval

Date: 10/110/2016

Figure 17: Map provided by the City of Santa Barbara showing
zoning where hotels (and STRs) are legal, 2017.

13 Council Member for the City of Santa Barbara is quoted in the Ventura Superior Court findings as stating: “I think it's
incredibly confusing...it truly isn't possible, except in very rare circumstances for someone to provide the off-street parking,
to meet the code requirements, to actually pull that off, as evidenced by there’s only one who—after a two-year process—
to successful navigate that system” (Kracke v. City of Santa Barbara, 2019, 9).
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Figure 18: Summer 2018 STR listings for the city of Santa Barbara. Listings do not adhere
entirely to the map of legal areas and tend to be less affordable along the coast
(only 7% of listings within a half mile are Lower Cost Coastal Accommodations)

Figure 19: A map of average price clusters in Santa Barbara City,
showing the high cost (yellow) along the majority of the coast.
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Regulating Short Term Rentals

Santa Barbara and Pismo Beach make an interesting comparison of policy implications since their
policies differ significantly in how they regulate STRs. Santa Barbara shares much in common with
Del Mar, severely restricting STRs and thereby reducing the supply of coastal accommodation. In
Santa Barbara, STRs constitute hotels for zoning purposes and are therefore illegal if operating
outside of the areas where hotels are allowed. With this ban, the city removed the option for
many homeowners to rent out unused space to visitors and confined visitors to tourist areas.
These rules and regulations reinforce the exclusivity of the community. Such listings also do not
contribute to city TOT revenues. Bans on STRs claim to preserve neighborhood characteristics
and promote public safety; however, they really succeed in restricting access to expensive
coastal communities and preserving their exclusivity. With little local support for affordable
housing development or lower-cost accommodation options (the most feasible being STRs), many
inland low-income and underserved populations are effectively barred from visiting the City of
Santa Barbara.

Table 14: STR Regulations in Santa Barbara City

m Attitude toward STRs Key Regulations

Zone Restrictions: Considered hotels and there-
fore illegal outside of areas within the commercial
zone that allow hotels

Very Restrictive, STR's effectively

banned Permits and Fees: Permit required, if STRis in
hotel district and therefore legal

Santa Barbara

Taxes: Required to be collected
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Discussion

The case studies in this section indicate that restrictions on STRs can take many forms—from
outright bans to high permitting/licensing fees to restricting visitors to areas which already serve
tourists through more traditional overnight accommodations. Perhaps unsurprisingly, our case
studies also show a very strong correspondence between communities, like Del Mar and Santa
Barbara, which have limited affordability for traditional long-term rentals and have few affordable
options for potential homeowners who are not already affluent and restrictions on short-term
rentals. One common argument against STRs is that they increase prices for long term residents
and lead to gentrification. However, the case studies in this section indicate that the areas
restricting STRs the most (Del Mar and Santa Barbara) are also areas that have already limited
affordability for long-term residents. Conversely, the City of Oceanside has more affordability for
both long-term and short-term residents than any other coastal city in this study. Oceanside has
also created a “Good Neighbor Policy” (included in an appendix to this study), which does levy
significant penalties against STR hosts and tenants who violate these policies, indicating that cities
can strike a balance between protecting and preserving residential neighborhoods and allowing
access to the coast. Our case studies also reveal, however, that many policies that are designed to
preserve residential neighborhoods along the coast, already enclaves of affluence, effectively limit
options for middle class and underserved communities who not only have been priced out of the
residential market but now find themselves restricted out of the short-term rental market as well.
Access for all has now become access for the affluent only.

Pismo Beach also represents an interesting case study since its policies have received some
support within the coastal community. Unfortunately, a close inspection indicates that Pismo
Beach still has a limited number of affordable rentals despite being more accommodating than
some other communities. Our analysis reveals that Pismo Beach's permitting and licensing fees
are quite high even compared to other communities in this study. Pismo Beach also restricts STRs
to primary residents. Ostensibly a policy limiting STRs to primary owners reduces the demand for
second homes. However, like most other coastal communities in these studies (except Oceanside),
Pismo Beach'’s home prices are already beyond the means of the vast majority of Californians,
restricting STRs to primary homeowners simply restricts affordability of STRs. Similarly, high
permitting and licensing fees discourage homeowners with more modest (and hence affordable)
accommodations from renting out their homes short-term. In many cases, this may lead to homes
that are unoccupied despite a high demand for STRs.
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Solutions

Access for All

The California Coastal Act guarantees “maximum access"'* to California’s iconic coast and beaches.

To that end, the Coastal Commission has endorsed promoting coastal access and prohibiting
private beaches anywhere in California. However, as discussed in more detail in the first section
of this study, among many threats to coastal access in California the most significant is the high
cost of coastal real estate which has forced millions of Californians to migrate inland to find more
affordable housing. This inward migration has disproportionately impacted people of color and
Californians from low to moderate-income groups. Those displaced inland face much higher costs
for a coastal visit than those living closer to the coast. Today, too many of California’s beaches
have become effectively inaccessible to minority communities and lower income residents.

One possible method to increase access to the coast is to promote affordable overnight
accommodations. Although Californians have a variety of options for staying on the coast, most
are expensive and many are unavailable during peak season between June and September. The
same factors that have driven up the price of residential real estate along the coast have also
driven up the cost of overnight accommodations in that area. Studies by the California Coastal

14 1976 California Coastal Act, Section 30210.
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Conservancy and the California Coastal Commission indicate this problem is getting worse: many
low-cost accommodations have closed and in many cases, the real estate has been transferred to
other uses.

Short-Term Rentals

Short-term rentals (STRs) have long been one of the alternative lodging options available to
California’s coastal visitors. STRs use existing homes and structures to provide additional
accommodation for coastal access. Since most homes are unoccupied some of the time, STRs
provide a simple, sustainable solution to the problem of coastal access. When planning for sea-
level rise, using short-term rentals in existing structures may be a more sustainable alternative to
building new structures for lodging on the coast. Unlike hotels, increasing the quantity of available
STRs does not require more construction along California’s coast. In simple economic terms,
allowing more STRs increases the supply of short-term accommodations on the coast. Further,
many STRs provide kitchens and accommodations for multiple households, further lowering the
costs of overnight stays, especially for low and moderate-income groups and large families.

Limiting STRs along the coast, particularly during the busy summer months, limits coastal access.
During the summer, traditional overnight accommodations are scarce and often must be booked
months in advance. Every family that cannot find or afford a short-term rental is a family that
cannot stay overnight on the coast and perhaps cannot visit at all.

At the local level, one of the primary reasons given for discouraging STRs is that short-term
renters contribute to noise, parking problems, and may otherwise disrupt a quiet residential
neighborhood. In many ways, these arguments against STRs are a replay of the arguments used to
block other types of housing in coastal communities that led to the housing crisis in the first place.
These STR restrictions imply that Californians, who can no longer afford to live near the
coast, can now no longer afford to visit the coast.
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Best Practices for Regulating STRs

The case studies and literature review contained in this paper point toward regulatory practices
that can allow access to the coast while also ensuring that neighborhoods remain safe. However,
some regulations pertaining to STRs can also have the effect of limiting access, especially for lower
income households and underserved communities. To ensure regulations promote access, we
recommend the following best practices.

Reduces the costs to operators as costs are passed on

Simple, streamlined registration to renters and reduce affordability

Allows for more affordability by making it easier to
increase the supply of STRs and also encourages
registration with the City

Make permitting easy and swift

Cities require TOT payment and cooperate with STR

platforms where possible Ensures TOTs are collected from all operators

Increases affordability near the coast, helping increase

Allow STRs in most or all coastal neighborhoods

No minimum on number of nights

Maximum night cap of 180 nights or more.
No night cap on shared space rentals

Ensure compliance with “Good Neighbor Policies”
and make renters aware of rules

Require parking when reasonable

coastal access for those who need it most

Ensures that families who cannot afford multiple nights
can still visit the coast

Helps promote affordability via greater supply of STRs
supported by Commission

Promotes harmony between STRs and the residents
neighboring them and promotes public safety

Reduces traffic associated with STRs and promotes
agreement with local residents. Reduces parking costs

for visitors

Best Practice: Simple, streamlined registration, especially for owners renting out their homes for
limited periods.

The case study of Pismo Beach in this report is particularly instructive. Although Pismo Beach

is accommodating to STRs in many regards, its permitting fee, coupled with a business license
requirement, push costs up to over $450 per rental per year. By comparison, a California Driver’'s
License costs $37 and is typically good for several years. Costly inspections of residences already
in compliance with local codes should be limited to properties that are rented more frequently.
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Best Practice: Make permitting easy and the process swift.

In addition to lowering permitting fees, communities should make it easy and quick for owners to
legally register their property for as a short-term rental and pay the required transient occupancy
taxes. Allowing online registration, providing a one-page registration sheet, and ensuring the
permitting process is straightforward and efficient are among the ways communities can achieve
this goal.

Best Practice: Cities should require and enforce the payment of TOT taxes on STR rentals,
collaborating, when possible, with STR Platforms to ensure maximum collection.

The generation of TOT taxes by STRs is an important benefit to the communities where rentals are
allowed, and communities should maximize the collection of those taxes to support local services.
When possible, cities should collaborate with STR platforms to ensure that all taxes are collected.
This practice is already underway in some coastal areas, including the City of Carlsbad. These
practices ensure that all STRs are in compliance with the tax policies and generate revenues that
can be used to increase resilience.

Best Practice: Allow STRs in most or all coastal neighborhoods.

Some coastal cities (e.g., Carlsbad) allow STRs to operate in the Coastal Zone, promoting coastal
access with fewer restrictions. However, many communities (e.g., Santa Barbara) have restricted
STRs to commercial zones where hotels already exist. This practice significantly reduces the
availability of short-term rentals and often pushes visitors into already busy tourist areas. If this
commercial area is away from the coast (as is the case for much of Santa Barbara) then such
policies may also increase traffic/parking problems along the coast as more families decide to
drive to the beach. Restricting rentals to commercial zones further from the coast also increases
the rates of those STRs nearest the coast, pushing low- and moderate-income Californians to less
sought-after areas. The net effect here is, once again, a reduction in access to the coast for low-
and moderate-income households.

Best Practice: To ensure maximum access, communities should not place minimum restrictions
on the number of nights that a residence can be rented.

Del Mar and many other coastal communities have placed restrictions on the minimum number of
nights a visitor must stay. Placing three-night or seven-night restrictions on renting limits access,
especially for families who can only afford a one- or two-nights' stay.

Best Practice: Discourage restrictions which limit the total number of nights a residence
can be leased as an STR.

Some jurisdictions have imposed a maximum number of nights per year that a residence can be
leased as an STR. These restrictions also reduce the supply of overnight accommodations on the
coast. For example, when Del Mar imposed a 28-day maximum, the California Coastal Commission
staff recommended that this restriction on coastal access be modified to a 180-night maximum (or
“cap"); however, the final Commission recommendation was for a 100-night cap.
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Best Practice: Communities should expect short-term renters to adhere to all rules and
regulations regarding noise, excess visitors, and trash. All short-term renters should be
made aware of this when they check-in.

The City of Oceanside’s Good Neighbor Policy (in appendix) provides a good example of this best
practice. The city provides all short-term renters with a one-page overview of city rules for STRs
including fines for those who violate these rules. These rules limit noise and trash and additional
visitors are limited to day-time hours. The City of Oceanside’s policies include serious fines (and in
some case eviction) for those who violate these policies.

Best Practice: In communities where parking is an issue, communities should require STRs
provide adequate parking. Communities and short-term rental owners should also encourage
local modes of transportation besides cars, such as STR-provided bicycles, local buses and
shuttles, bike rentals, etc.

By encouraging rental owners to provide parking, hosts and cities can reduce the impact of

traffic on the surrounding neighborhoods and also makes the cost of visiting less expensive for
visitors who avoid parking costs or the cost of citations for illegal parking. It should also be noted,
however, that some cities (e.g., Santa Barbara) have used parking requirements to create barriers
to entry for new STRs. The increasing availability of short-term bike rentals by private vendors may
also reduce parking at busy beaches and other coastal sites.

Enforcing these regulations will require some additional city resources. However, the transient
occupancy and other taxes generated by STRs and the visitors they bring in should generate more
than sufficient revenue to cover these costs. These regulations should also be enforced fairly, and
enforcement should not be aimed at reducing the supply of STRs but rather at making sure all
operators are following city regulations and tax policies.’

Creating Policies that Encourage Access for Low Income
and Underserved Communities

Increasing STRs along California’s coast will, by definition, increase access and will also likely
lower prices. However, given the high price of accommodation, there may still be an affordability
gap for many coastal visitors. The state, local governments, non-governmental organizations,
homeowners, and short-term rental platforms must work together as stakeholders in order to
ensure access for all. This process will likely involve a give and take among all stakeholders, but
the ultimate goal should be clear: to make California’s coast more accessible to everyone.

15 The importance of fair enforcement is illustrated by the ruling in Kracke v. City of Santa Barbara. The case centers
around a change in enforcement by the City. Prior to 2015, Santa Barbara had conducted amnesty programs to “bring into
compliance” STR owners and increase their collection of TOTs. However, after 2015 the City began “aggressive” enforce-
ment of its zoning regulations, resulting in reducing the number of STRs, many of which were in the coastal zone. The key
issue in the case was that by reducing the number of rentals in the coastal zone, the City effectively limited access, and this
“development” required approval from the California Coastal Commission. The judge ruled that in light of this, and the lack
of Commission approval for the change in enforcement, the City must return to the practices from prior to 2015 and allow
STRs in the coastal zone.
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In order to encourage access for low and moderate-income groups as well as underserved
communities, the state or local communities may need to take other steps. We believe the
following steps should be given serious consideration:

Recommendation Rationale

Cooperation with NGOs helps these programs reach

State agencies, local governments, foundations and those most in need of easy access to the coast.

community organizations could support and fund
programs that encourage or subsidize low-income
families or those from underserved communities to
stay overnight near the coast. STRs should be part of

STRs better serve large groups and families due to
multiple rooms and varied facilities, such as kitchens.

the solution. Many STRs are also more affordable for these groups.
It is easier to expand the supply of affordable

Expand the Explore the Coast Overnight Program to accommodations through STRs, unlike other lodging

Include STRs and include STRs in other pilot programs forms such as hotels and campgrounds which require

new construction on the coast.

Eligibility criteria helps ensure that Californians most in
need of affordable accommodation have access to those
STRs with affordable rates

Create affordable STR program with determined
eligibility

Recommendation: State agencies, local governments, foundations and community organizations
could support and fund programs that encourage or subsidize low-income families or those from
underserved communities to stay overnight near the coast. STRs should be part of the solution.

A number of non-governmental organizations could be involved in sponsoring programs that
would encourage greater access from underserved communities. For example:

* Jr. Lifeguards: Most coastal communities in Southern California have Jr. Lifeguard
programs. However, access to these programs is often limited by how far households
are willing to take their kids to these programs. Since these programs are typically during
weekday mornings, STRs may help a group from underserved areas stay during the week.

* Churches: Coastal community churches may wish to sponsor church groups from
underserved communities. Cities may wish to devote a share of transient occupancy taxes
to support outreach efforts between communities of faith, which also create access to
the coast.

* Environmental and Social Justice Groups: Environmental and social justice groups may
wish to support or foster programs that encourage access to the coast. This could include
subsidizing programs such as the Jr. Lifeguard and interfaith programs mentioned above.

* YMCAs or Similar Organizations: (e.g., Scouts): Local YMCAs, scouting, and similar
organizations can sponsor overnight trips to coastal communities. Affordable STRs can
provide part of the solution.
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* Surfing Organizations: Local or national surfing organizations may wish to sponsor surfing
events that encourage surfers from underserved areas.

* Other Community Organizations: Organizations such as Veterans of Forign Wars (VFW),
Chambers of Commerce, and various other local groups could sponsor alliances with
underserved groups to sponsor coastal access.

* Foundations: Both community foundations and larger foundations may wish to sponsor or
subsidize programs that encourage visitors from underserved communities to come to the
coast. Local governments can partner with these foundations.

Recommendation: The state or local governments should expand pilot programs which increase
coastal access. STRs should be part of the solution.

For example, in 2017, the California legislature approved AB 250, which requires the State

Coastal Conservancy to develop and implement a specified Lower Cost Coastal Accommodations
(LCCA) Program intended to facilitate improvement of existing and development of new lower
cost accommodations within one and a half miles of the coast. Although current lower-cost
accommodations categories include hotel and motels, hostels, camping, RV's and trailers, dorm
rooms, and residential outdoor education facilities (ROEFs) they do not include short-term rentals.
We recommend that the State Coastal Conservancy work with the legislature to recognize short-
term rentals as an additional category as part of the Explore the Coast Overnight program. As
discussed in this paper, unlike other coastal accommodations, it's relatively easy to expand the
supply of affordable STRs if the correct programs and incentives are in place. In contrast, creating
new hotel rooms or other overnight accommodations is much more costly and also leads to more
development along the coast, which many coastal groups oppose.

Recommendation: Create an Affordable STR program which provides reasonably priced overnight
accommodations for eligible households.

Even with reduced restrictions on STRs in coastal communities, many families may be left out.
Inexpensive STRs may be booked long in advanced by more experienced users. To ensure
maximum access, the state (or possibly local governments) should consider a program which
makes affordable STRs available eligible households. Eligibility might include means testing using
household income or other legal criteria. The end goal would be to encourage access to the coast
for families who might not go otherwise. Local governments may consider waiving or lower taxes
and STR providers may consider waiving or lowering their booking fees.

Such a policy is also consistent with several recent Coastal Commission decisions involving

the development of hotels along the coast. For some hotel developments the commission has
required that 25% of rooms be set aside as affordable. Providing affordable STRs could be part of
a city or county’s local coastal program or could be used to mitigate for other development along
the coast.

One simple solution would be to create a lottery which distribute visitor passes (ranked by number
or letter) to eligible California households. These households would be allowed to book affordable
STRs (and possibly other accommodations) before households with lower lottery outcomes.
Eligibility could be based on income, zip code, or any other legal mechanism.

Unequal Access: Protecting Affordable Accommodations Along the California Coast


https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201720180AB250

Conclusion

Short-term rentals provide a relatively simple way to increase access to the coast. Since most STRs
use already existing property, they should be considered a relatively sustainable solution which
can significantly increase the availability of overnight accommodation along the coast.

The expansion of STRs over the past few years has created concern in many coastal communities
about neighborhood disturbances and has led many communities to enact severe restrictions on
STRs. As stated in the recent Kracke v. City of Santa Barbara decision involving the City of Santa
Barbara’s ban on STRs in the Coastal zone, these restrictions effectively limit access to the coast,
particularly for lower income households and underserved communities. STRs need to be properly
regulated. However, as the Kracke case demonstrated, too frequently local regulations are
designed specifically to restrict access to STRs and hence access to the coast. Increasing coastal
access regulations should be simple and transparent to all, and registration should be simple,
inexpensive, and swift. Costly inspections on already permitted residential property should be
avoided. The goal of any community registration process should be to help STR owners comply
with existing rules and regulations and to pay their taxes (generally transient occupancy taxes),
not to exclude visitors from accessing the coast.
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Glossary

Affordable Housing: In California, housing is designated as affordable based on an area’s median

household income. Housing is deemed affordable if costs—rent or a mortgage, including utilities—
account for no more than 30% of a household's income spent. Communities in California set aside

some housing for “very-low income” families, those earning less than 50% of area median income;

however, the demand for this housing significantly exceeds the supply.

Business License: Many cities require business licenses to allow individuals/companies to conduct
business within a jurisdiction. The cost of a license typically varies by the sales/profit of that
business. Some jurisdictions require short-term rental operators, or hosts, to obtain a business
license at an additional cost to a rental permit.

California Coastal Commission: A twelve-member governmental body established by voter
initiative in 1972 and later made permanent by the 1976 California Coastal Act. It plans and
regulates the use of land and water along the coastal zone and is tasked with enacting the
policies of the California Coastal Act via quasi-judicial authority. The Coastal Commission provides
regulatory oversight for land use and public access in the California Coastal Zone.

California Coastal Conservancy: A State agency established in 1976 to protect and preserve
natural lands and waterways, improve access to the coast, and support coastal economies. A non-
regulatory agency, the Conservancy supports projects and resource plans on issues pertaining to
the coastline and watersheds.

Coastal Zone: The region where a body of water borders and intersects with land. Generally, the
California coastal zone extends 1,000 yards from the mean high tide line of the ocean, or to the
first major ridgeline in rural/recreational areas.

Gentrification: The process of investing in, repairing, or rebuilding an area that is deteriorating or
blighted, which is accompanied by an influx of more affluent households. Gentrification typically
changes the character of a neighborhood and displaces low-income families.

Geologic Hazard Abatement District (GHAD): GHADs allow the formation of local property tax
districts for the purpose of prevention, mitigation, or control of geological hazards. These projects
are funded by additional property tax levies within a GHAD. GHADs may be used to protect
property against coastal erosion.

Good Neighbor Policy: Typically, part of a broader city ordinance, this policy regulates
disturbances in residential neighborhoods, particularly for short-term rentals. These policies
require occupants of short-term rentals to limit noise, trash, late night visitors, and other
behavior that could damage the quality of life in the neighborhood. The City of Oceanside has a
Good Neighbor Policy—which is included in this report—and this policy provides an example of
legislation which could be used to govern conduct in short-term rentals.

Host: The owner of a residential property who rents out some or part of that space to visitors on
a short-term (less than 30 day) basis.
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Hotel Tax: See Transient Occupancy Tax.

Lower-Cost Coastal Accommodation (LCCA): The California Coastal Conservancy defines LCCAs
as accommodations which have a daily rate that is 75% or less of the statewide average daily rate
(ADR) for an overnight accommodation for a given time period. This report uses the LCCA rate for
July 2019, $140.72.

Non-market good or service: Economists refer to goods, which are provided for free (often by
nature), as non-market goods. Unlike market goods, which have prices and are valued accordingly
by the market, non-market goods are often undervalued since their provision is free.

Maximum Capacity: The number of people who may legally inhabit a short-term rental, often
defined as the number of beds + 2; although, the number may be fewer in certain cities due to
local ordinances or host restrictions.

Mean High Tide Line: The average of the maximum line of intersection between the water at
high tide and the land. This defines the coastal boundary and in California, the boundary of public
land. According to the California Coastal Act, all land seaward of the mean high tide line is public
property. Note that the mean high tide line will shift with sea level rise.

Mello-Roos: The 1982 Mello-Roos Community Facilities Act was created in the wake of Proposition
13 to provide an alternate method of financing necessary public improvements and services.

It allows an authority to set up a Community Facilities District (CFD) with an associated Special

Tax that can be used for necessary improvements and services that otherwise lack funding. The
Special Tax is levied against each property in the CFD.

Mom and Pop: While originally a colloquial term applied to any small business, academic
literature on short-term rentals often refers to hosts, who lease their own home or a second
home, as “mom and pop” operators. Mom and Pop operators are particularly sensitive to
restrictions on short-term rentals.

Multi-Family Dwelling: A building or structure that is designed to house several different
families in separate housing units. The most common type of multi-family dwelling are apartment
buildings. Multi-family dwellings can only be constructed where a certain level of density is
permitted. These buildings differ from Single Family Detached Dwellings, where each structure
houses one family.

Permit Fee: The cost charged by a city or county to obtain legal documentation of a short-term
rental. Typically, these permit fees are non-refundable.

Property Tax: A tax assessed on real estate holdings levied by the governing authority of the
jurisdiction where the land or property is located.

Proposition 13: A proposition passed by California voters in 1978 which lowered property taxes
by about 57%. Tax increases are limited to no more than 2% per year. As a result of Proposition
13, many homes and businesses are assessed and pay taxes at a much lower rate than the market
value of the property.

Registration: In this report, the term refers to the process by which a homeowner notifies the city
or municipality that they intend to rent out their space as a short-term rental and agrees to pay
the associated transient occupancy taxes.
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Resilience (to Climate Change): The characteristic of any system to maintain its integrity despite
shocks from extreme weather and other phenomena accelerated by climate change. Financial
resilience is the ability of communities to raise funds for climate change adaptation.

Restrictive Zoning: Also referred to as Exclusionary Zoning, restrictive zoning is the use of
zoning ordinances to exclude certain types of construction or land use inside a community. Many
California cities have restrictive zoning laws which impede the development of multi-family and
other types of affordable housing.

Sales Tax: A tax levied on sales, typically retail sales. In California, the state sales tax rate is set at
7.25%. This rate is made up of a base rate of 6% plus a local rate of 1.25% that goes directly to city
and county budgets. Cities and counties can add additional sales tax levies to fund local projects,
such as transportation.

Short-Term Rental (STR): A home or room available to rent for a period of less than 30 days.

Tax Increment Financing (TIF): TIF refers to additional property tax levies within a set district to
raise funding (e.g., for climate change resilience). GHADs and Mello-Roos levies are two examples
of TIFs.

Transient Occupancy Tax (TOT): A tax charged to travelers when they rent out a space for less
than 30 days, such as a hotel room, home, hostel room, etc. TOTs are levied by cities and counties
(for unincorporated areas), and revenues collected go to these jurisdictions. In California, TOT
rates range from 10% to 15%.

Utility User Tax (UUT): A tax paid by the users of a public service, such as electricity, water,
telephone, sewage, trash, and natural gas.

Willingness to Pay (WTP): An economic concept referring to the largest sum of money an
individual will pay for a “non-market” good or service, such as a trip to the beach. WTP is often
used as a measure of demand for non-market goods, such as a day at the beach.

Zoning: A legislative process which divides an urban area into different zones with specific uses,
such as residential, commercial, industrial, etc. Each zone is regulated with regard to density,
location, size, and type of construction permitted. In California, as in most states, local authorities
largely determine zoning. Some communities’ policies can lead to restrictive zoning, which often
limits the development of multi-family housing or use of short-term rentals.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 85



References

Special thanks to Dr. Kiersten Patsch for assistance with the GIS mapping
of the rental listings.

Ainsworth, John., Susan Hansch, and Madeline Cavalieri. 2016. Public Workshop: Lower Cost Visitor
Serving Accommodations. California Coastal Commission.
Retrieved from https://www.ioes.ucla.edu/wp-content/uploads/th6-11-2016.pdf.

Aznar, Juan, Josep M Sayeras, Alba Rocafort, and Jorge Galiana. 2017. “The Irruption of Airbnb and
Its Effects on Hotels Profitability: An Analysis of Barcelona's Hotel Sector.” Intangible Capital13,
no. 1(2017): 147-59. https://doi.org/10.3926/ic.921.

Bergman, Ben. Access Denied. KCET: SOCAL Connected, KCET, 29 Oct. 2019,
www.kcet.org/shows/socal-connected/episodes/access-denied.

Bliss, Laura. 2019. “The NIMBY Principle.” Citylab, July 26, 2019.
https://www.citylab.com/equity/2019/07/nimby-vs-yimby-single-family-zoning-laws-califor-
nia-housing/594373/.

Blal, Inés, Manisha Singal, and Johnathan Templing. 2018. “Airbnb’s Effect on Hotel Sales Growth.”
International Journal of Hospitality Management 73: 85-92.
https://reader.elsevier.com/reader/sd/pii/S0278431917305844?-
t0...841CA2AC90E326224514AC12A625447C93CF57115D3090452DE43BOEF1B4E.

Boarnet, Marion, Raphael Bostic, and Danielle Williams. 2017. “Can Affordable Housing in
Transit-Oriented Development Help Solve California’'s Housing Crisis While Also Addressing

Environmental Goals?” UC Davis Policy Briefs. https://escholarship.org/uc/item/31t851cé6.

Brugmann, Jeb. 2012. “Financing the Resilient City.” Environment and Urbanization24,
no. 1: 215-32. https://doi.org/10.1177/0956247812437130.

California Budget Project. 2011. “Should California Extend the Sales Tax to Services?”
https://calbudgetcenter.org/wp-content/uploads/111004_Sales_Tax_Services_BB.pdf.

California City Finance. 2019. “An Overview of Local Revenue Measures in California Since 2001.”
The California Local Government Financial Alimanac.
http://www.californiacityfinance.com/LocalMeasuresSince01.pdf.

California City Finance. 2018. “Local Measure Results.”

California City Finance. 2017. “Utility User Tax Facts.”

California Coastal Act (1976). https://www.coastal.ca.gov/coastact.pdf.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 86



California Coastal Commission. 2019. Staff Report: Regular Calendar--Sunshine Enterprises LP
(Shore Hotel). (Report no. 5-18-0872) Retrieved from
https://documents.coastal.ca.gov/reports/2019/5/W16a/W16a-5-2019-report.pdf.

CBRE. 2016. “The Sharing Economy Checks In: An Analysis of Airbnb in the United States.”
CBRE Hotels’ Americas Research, January 2016, 1-15.

Chapple, Karen. “Income Inequality and Urban Displacement: The New Gentrification.” 2017.
New Labor Forum?26, no. 1: 84-93. https://doi.org/10.1177/1095796016682018.

Choi, Ki-Hong, Joohyun Jung, Suyeol Ryu, Su-Do Kim, and Seong-Min Yoon. 2015. “The Relationship
between Airbnb and the Hotel Revenue: In the Case of Korea.” Indian Journal of Science and
Technology,8, no. 26 (October 2015): 1-8. https://doi.org/0974-5645.

Christensen, Jon., and Phillip King. 2017. Access for All: A New Generations Challenges on the
California Coast. (January). Retrieved from https://www.ioes.ucla.edu/coastal-access/.

Coastal Conservancy. 2019. Explore the Coast Overnight: An Assessment of Lower-Cost Coastal
Accommodations. Retrieved from
https://scc.ca.gov/files/2019/10/Explore-the-Coast-Overnight-Assessment-AB4343.pdf.

Coleman Company. 2017. American Camper Report.
https://outdoorindustry.org/wp-content/uploads/2015/03/2017-Camping-Report__FINAL.pdf.

Coleman, Michael. 2016. “A Primer on California City Revenues, Part Two: Major City Revenues,”
Western City, December 1, 2016
http://www.westerncity.com/article/primer-california-city-revenues-part-two-major-city-reve-
nues.

Coyle, Diane, and Timothy Yu-Cheong Yeung. 2016. “Understanding Airbnb in Fourteen European
Cities.” The Jean-Jacques Laffont Digital Chair Working Papers.
https://www.tse-fr.eu/sites/default/files/TSE/documents/ChaireJJL/PolicyPapers/2016_30_12_
pp_understanding_airbnb_in_14_european_cities_coyle_yeung_v.3.1.pdf.

Freeman, Lance, and Jenny Schuetz. 2017. “Producing Affordable Housing in Rising Markets:
What Works?” Cityscape 19, no. 1: 217-236. https://www.jstor.org/stable/10.2307/26328307.

Horn, Keren, and Mark Merante. 2017. “Is Home Sharing Driving up Rents? Evidence from Airbnb
in Boston.” Journal of Housing Economics38: 14-24. https://doi.org/10.1016/j.jhe.2017.08.002.

Interian, Johanna. 2016. Up in the Air: Harmonizing the Sharing Economy Through Airbnb
Regulations, 39 B.C. Int'l & Comp. L. Rev. 129
https://lawdigitalcommons.bc.edu/iclr/vol39/iss1/6.

Jefferson-Jones, Jamila. 2015. “Airbnb and the Housing Segment of the Modern ‘Sharing Economy":

Are Short-Term Rental Restrictions an Unconstitutional Taking?” Hastings Constitutional Law
Quarterly4?2. https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2624700.

Unequal Access: Protecting Affordable Accommodations Along the California Coast

87



Kracke v. City of Santa Barbara, 2019. Ventura County Superior Court. 56-2016-00490376-CU-MC-
VTA

League of California Cities. “Propositions 26 and 218: Implementation Guide.” 2019.

Lee, Dayne. 2016. How Airbnb short-term rentals exacerbate Los Angeles’s affordable housing
crisis: Analysis and policy recommendations. Harvard Law & Policy Review, 10, 229-253.
http://harvardlpr.com/wp-content/uploads/2016/02/10.1_10_Lee.pdf.

Marcus, Justine, and Miriam Zuk. 2017. “Displacement in San Mateo County, California:
Consequences for Housing, Neighborhoods, Quality of Life, and Health.” UC Berkeley
Research Brief 2. https://escholarship.org/uc/item/0n904028.

Mckinsey & Company. 2016. “Closing California's Housing Gap.” Mckinsey Global Institute.
https://www.mckinsey.com/featured-insights/urbanization/closing-californias-housing-gap.

McNamara, Brittany. 2015, “Airbnb: a not-so-safe resting place”, Colorado Technology Law Journal,
Vol. 13 No. 1, pp. 149-69.
https://ctlj.colorado.edu/wp-content/uploads/2015/01/McNamara-final.pdf.

Medford, Joel A. 2018. “Estimating the Nonmarket Value of Beach Recreation in Southern California
Across Race And Ethnicity: An Onsite Travel Cost Model.” PhD diss., University of Georgia

Metcalf, Gabriel. 2018. “Sand Castles Before the Tide? Affordable Housing in Expensive Cities.”
Journal of Economic Perspectives32, no. 1: 59-80. https://doi.org/10.1257/jep.32.1.59.

Midgett, Chelsea, Joshua S Bendickson, Jeffrey Muldoon, and Shelby J Solomon. 2017.
“The Sharing Economy and Sustainability: A Case for Airbnb.” Small Business Institute
Journal13, no. 2: 51-71. https://doi.org/1994-1150/69.

Murray, Cecile, and Jenny Schuetz. 2019. “Is California’s Apartment Market Broken?”
Terner Center Land Use Working Paper Series.
https://www.brookings.edu/research/is-californias-apartment-market-broken/.

Neeser, David. 2015. “Does Airbnb Hurt Hotel Business: Evidence from the Nordic Countries.”
Master’s Thesis, Universidad Carlos Il de Madrid.

Owens, Ann. 2019. “Building Inequality: Housing Segregation and Income Segregation.”
Sociological Science 6: 497-525.

Quigley, John M, and Steven Raphael. 2005. “Regulation and the High Cost of Housing in

California.” American Economic Review95, no. 2: 323-28.
https://doi.org/10.1257/000282805774670293.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 88



Reineman, Dan R., Lisa M. Wedding, Eric H. Hartge, Winn McEnery, and Jesse Reiblich. 2016.
“Coastal Access Equity and the Implementation of the California Coastal Act.” Stanford
Environmental Law Journal, no. 36. 89-108.
https://law.stanford.edu/publications/coastal-access-equity-and-the-implementa-
tion-of-the-california-coastal-act/.

Renau, Luis de Romero. 2018. “Touristification, Sharing Economies and the New Geography of
Urban Conflicts.” Urban Science2, no. 104 (October 15, 2018).
https://doi.org/10.3390/urbansci2040104.

Resources Legacy Fund. 2018. “Paying for Climate Change Adaptation in California,”
https://resourceslegacyfund.org/wp-content/uploads/2018/11/Paying-for-Climate-Adapta-
tion-in-California.pdf.

Sampson, Robert]., Jared N. Schachner, and Robert D. Mare. 2017. “Urban Income Inequality and
the Great Recession in Sunbelt Form: Disentangling Individual and Neighborhood-Level
Change in Los Angeles.” RSF: The Russell Sage Foundation Journal of the Social Sciences3, no. 2:
102-28. https://doi.org/10.7758/rsf.2017.3.2.05.

Santa Barbara Short Term Rental Alliance. 2017. “Lawsuit Filed Against the City of Santa Barbara
for Legal R-4 Short Term Rentals.” September 21, 2017.
https://www.santabarbarashorttermrentalalliance.com/news/2017/9/21/lawsuit-filed-against-
the-city-of-santa-barbara-for-legal-r-4-short-term-rentals.

Smith-Heimer, Janet, and Jessica Hitchcock. 2019. “CEQA and Housing Production: 2018 Survey of
California Cities and Counties.” Environmental Practice21, no. 2 (March 2019): 69-84.
https://doi.org/10.1080/14660466.2019.1609848.

Schwing, Karl, Deborah Lee, Kaitlin Carney. 2018. “Staff Recommendation on City of Del Mar Major
Amendment LCP-6-DMR-17-0083-3 (Short-Term Rentals) for Commission Meeting of June 7, 2018.”
May 24, 2018.
https://documents.coastal.ca.gov/reports/2018/6/th14d/th14d-6-2018-report.pdf.

Wachsmuth, David, and Alexander Weisler. 2018. “Airbnb and the Rent Gap: Gentrification through
the Sharing Economy.” Environment and Planning A: Economy and Space50, no. 6: 1147-70.
https://doi.org/10.1177/0308518x18778038.

Wassmer, Robert W. 2002. “Influences of the ‘Fiscalization of Land Use’ and Urban-Growth
Boundaries.” An Economists Perspective on Urban Sprawl--Part Il.
https://doi.org/10.1080/00420980220142655.

Weisberg, Lori. 2015. “Commission still trying to preserve affordable lodging along California

Coast.” Los Angeles Times, August 9, 2015.
https://www.latimes.com/local/california/la-me-coastal-20150810-story.html

Unequal Access: Protecting Affordable Accommodations Along the California Coast

89



Wisckol, Martin. 2019. “Dana Point hotel plans stalled by Coastal Commission concerns with
low-cost lodging needs.” The Orange County Register, September 12, 2019.
https://www.ocregister.com/2019/09/11/dana-point-hotel-plans-stalled-by-coastal-commis-
sion-over-concerns-for-low-cost-lodging/.

Zervas, Georgios, Davide Proserpio, and John Byers. 2015 “The Rise of the Sharing Economy:

Estimating the Impact of Airbnb on the Hotel Industry.” SSRN Electronic Journal, 1-45.
https://doi.org/10.2139/ssrn.2366898.

Unequal Access: Protecting Affordable Accommodations Along the California Coast 90



