Transportation for a Livable City

7/6/04

Benefits and Feasibility of Raising the Parking Tax (from 25% to 35%)
· Generates significant revenue for critical services.  Current 25% tax generates $50M/yr.  A 10% increase would generate about $20M/yr. more, divided between Muni/paratransit ($10M) and senior/disabled services ($10M; parking tax is only dedicated local funding for these programs).
· Much of the revenue will come from out-of-towners who can’t vote on the increase.  DPT and transportation consultant studies show that 50% to 62% of SF parkers surveyed are not SF residents (many of these can find free parking at the nearest suburban BART station).

· SF voters have regularly voted to increase their fees/taxes to pay for better transit.   Prop K passed by 75% (2003) and RM2 passed by 69% (2004).

· Results in reduced car traffic and safer streets.  Research indicates that a 10% parking tax increase results in a 1-6% reduction in parking demand, with a 3% reduction being most common.  Less car traffic means safer streets, with fewer pedestrian and bicyclist injuries and fatalities.

· Doesn’t prevent anyone from making their trip.  People can continue to drive alone and pay the small increase themselves, or they can carpool and split the cost of parking, or they can avoid the tax altogether by shifting to other modes for many of their trips. In other words, a parking tax is one of the few taxes that people can choose to opt out of.

· Hotels are exempt from the parking tax.  Hotel parking is taxed at the 14% hotel services rate.

· Will not discourage tourism or patronage of cultural institutions and restaurants.  Consider a motorist with one passenger who currently pays $10 for 4 hours of short-term parking for an evening out ($8 to the parking operator and $2 for the current tax).  Raising the parking tax to 35% would raise the cost of parking to $10.80, only $0.80 more.  This works out to $0.40 each for the 2 people in the car, or just $0.20 each if there are 4 people in the car.  No one can reasonably claim that $0.80 will determine whether tourists decide to visit SF or whether SF residents go out for dinner and a performance.

· Will not impose an undue financial burden on working families.  Unlike a sales tax, people can ‘beat’ the parking tax by carpooling, shifting to other modes, or combining trips.  For those who must drive, their increased parking costs will be relatively small compared to the increased tax burden of raising the sales tax.  Consider a person who absolutely must drive to work and pays $100 per month to park ($80 to the parking operator and $20 for the current tax).  Raising the parking tax to 35% would raise the cost of parking to $108, only $8 more per month, or $96/yr.  This works out to $0.40 per day if the person continues to drive alone, or just $0.20 per person per day if s/he begins carpooling with a co-worker.  On the other hand, every household that spends $1,095/yr. (~$90/mo., or $3/day) on taxed purchases in SF (all goods/services except rent, groceries, prescriptions, & utilities) will pay $96/yr. in total sales taxes if that tax is increased.
· Good for retail businesses.  About 43% of public off-street parking spaces in SF are sold as monthly parking for commuters.  Studies show that since long-term monthly parking is more expensive, a higher parking tax causes some commuters who drive to shift to other modes.  This frees up many spaces for short-term parking used by shoppers, creating more parking capacity without building more parking garages.
· Can reduce air pollution.  A study of 8 California employers who began charging for parking found an 11% decrease in solo driving and a 12% decrease in vehicle miles traveled, resulting in an overall 12% decrease in air pollution caused by their employees.

· Provides a disincentive for scarce land being tied up in an undesirable and economically unproductive land use.  Parking lots and garages are unsightly, can become crime ‘hot spots,’ and make no economic sense in a city with relatively high real estate values and housing costs.
· Is the only new revenue source under consideration that is socially progressive, will not slow economic recovery or be perceived as a ‘jobs killer,’ and is environmentally-beneficial.  Sales taxes are relatively regressive and can’t be avoided (except by making fewer purchases in SF).  Payroll taxes or gross receipts taxes could be perceived as ‘job killers.’  And none of these taxes have the positive impact on the environment that the parking tax does.  As any economist will tell you: good public policy is to raise taxes on those activities you want to see less of, not more.
For more information on the benefits of raising the parking tax, see the TLC website:  www.livablecity.org

