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WEEKLY UPDATE AUGUST 25 - 31, 2019

THIS WEEK

NO BOS MEETING - OTHER AGENCIES DORMANT

EARLY WARNING - NEXT WEEK - SEPT.1-7, 2019

SLO CITY COUNCIL TO CONSIDER 1°T PHASE OF

NATURAL GAS HEATING & APPLIANCE BAN
MORE ELITE CLASS WARFARE AGAINST HOME OWNERSHIP

ITEM SET FOR SEPTEMBER 3, 2019 COUNCIL MEETING

LAST WEEK

DIABLO PROPERTY TO BE SOCIALIZED

BOARD ADOPTS POLICY TO CONVERT PG&E DIABLO PROPERTY
INTO A 12,000 ACRE NATURE PRESERVE

PASO WATER BASIN GROUNDWATER PLAN
STATUS REPORT - 18% PUMPING REDUCTION?
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LARGE SAN MIGUEL CANNABIS OPERATION
PERMIT APPLICATION CONTINUED

SLLO COLAB IN DEPTH
SEE PAGE 15

CALIFORNIA’S DENSITY DELUSION
BY EDWARD RING

NOTICE

THIS IS ONE OF THE MOST CLEAR, INTEGRATED, AND
COMPREHENSIVE EXPLANATIONS OF THE FAILURE OF OUR
CURRENT NATIONAL, STATE, AND LOCAL POLICES EVER
PRESENTED - IT ALSO SUGGESTS REMEDIES

THIS WEEK’S HIGHLIGHTS

No Board of Supervisors Meetings on Tuesday, August 27 or Tuesday, September 3, 2019
(Not Scheduled)

The Board of Supervisors will return on Tuesday, September 10, 2019.
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http://tonypetersart.blogspot.com/2011/05/boldbrush-painting-competition-buick.html

NEXT WEEK’S DEBACLE (SEPTEMBER 3, 2019)

City of San Luis Obispo City Council Meeting of Tuesday, September 3, 2019 (Scheduled)
—6:00 PM, 990 Palm Street

Agenda Item Number Not yet Set.! The City of San Luis Obispo staff and City Council are
about to launch yet another regulatory overreach. This time an ordinance is proposed requiring
that all new homes be built to accommodate all electric heating and appliances. Even if the
homeowner or builder prefer gas and include gas, the home would have to be designed and built
as if it were all electric.

Not Quite a Ban Yet: The City states that gas is not banned; however, all new homes must be
“prewired and retrofit ready.” The draft ordinance, which we reviewed, also requires that new
commercial and industrial buildings would be subject to the restrictions. At this point they are
considering exempting them (all non-residential as well as high rise residential). The reasons for
these potential exemptions have not been explicated but may be covered in the Council item
when it is published next week.

The New Homes That Elect Gas Will Have to Convert in the Future in Any Case: Since the
requirement is “retrofit ready,” it is likely that the homes would be required to go all electric at
some future time. For example, in a few years the City could amend the ordinance to require all
the “retrofit ready” homes to be converted when they sell. The seller and buyer would have to
figure out how they would pay for the replacement of all the appliances and the furnace to get
out of escrow. It is not clear where gas barbeques fit into the scheme. Perhaps the City will ban
red meat and smoke at some point soon, thereby rendering the question irrelevant.

What about existing homes? There are many more existing homes with gas furnaces and
appliances in the City than there will be new homes over the decades. Staff indicates that
“there have been comments suggesting that the applicability increases over time, which we
may present to Council as an alternative.” Accordingly, it is probable that everyone with a
single-family home will be subject to the requirement sooner or later.

Homes that opt for gas furnaces and appliances will be penalized. Staff indicates:

If a mixed-fuel option is selected, then the project would be required to meet stronger
energy performance standards to reduce the emissions impact. In addition, Council will
be considering an in-lieu fee proposal wherein natural gas use in new buildings would
be offset in an existing building so that there is no net increase in greenhouse gas
emissions as a result of the project.

! As of August 23, 2019




Staff will be developing a long-term retrofit program for Council consideration as part
of its 2020/21 work plan. Initially, the City would work to support other
agencies/organizations that are already implementing energy efficiency retrofit
programs.

In Lieu Tax: In this case higher levels of insulation, window thickness, and other
measures would be required of those homes which include gas. Worse yet, there would be
an in-lieu fee (an illegal tax) which would have to be paid on the homes which would use
gas. Does this mean the funds extracted from the homeowners would be used to assist other
building owners to convert to all electric service? This will probably become a wealth
transfer program under which politically favored building owners will receive grants
passed out by the City Council to switch to all electrical service.

The State has passed a statute that allows cities and counties to establish an in lieu tax for
affordable housing. It is not known if a city (even a Charter City like SLO) can impose an in lieu
tax for the converting homes to all-electric absent a specific State enabling statute.

It is also not clear if there are financial cost benefits or simply more costs. Staff obliquely reports
in this regard:

For our climate zone (Climate Zone 5), The City is referring to the statewide cost effectiveness
studies as the primary source of analysis. The studies were written by California Investor-Owned
Utilities with support from the California Energy Commission, include analysis and use as a
prototype, a 2,700 sq.ft single family home and an 8 unit multi-family building totaling 6,960
sq.ft. of conditioned floor area.

At this point we have no idea. Whether or not the City does, is unknown at this point in time.

New Window Requirements: The ordnance also adds requirements for the window insulating
capabilities. The proposed ordinance itself contains mathematical standards for engineers and
builders. The staff translates these as:

The fenestration measures are included as part of the “prescriptive path”. The prescriptive
path is a list of measures, including the fenestration items, that were collectively modeled
to achieve the same energy consumption as identified in the performance path while
remaining cost effective per California Energy Commission requirements. The vast
majority of applicants will use the “performance path”, meaning they will illustrate code
compliance based on modelled building performance (this approach gives designers more
flexibility).We are discussing with California Energy Commission staff to see if a
prescriptive path is required or if we can remove.

Again it would be helpful to understand what the cost issues are and what this means in terms of
the price of homes of varying sizes.




Crippling costs and government interference with no real benefit: From a public policy
standpoint there is no legitimate reason to impose this new regulation. Moreover and with less
than 2 weeks before the Council meeting on September 3, there is not enough time for the public
to study and react, even if all the questions are answered. The issue should at least be postponed.

In 2016 the City updated its 2005 Greenhouse Gas Inventory prefatory to updating its 2012
Climate Action Plan, which is currently under preparation. The table below displays the current
status:

Table 1.3. 2016 GHG emissions.

Sector Subsector Subsector Sector Sector Percent
MTCO:e MTCOQO:ze of Total
Transportation | On-Road Transportation 221,750 221,750 65%
Nonresidential Commercial/Industrial electricity 31,310
Energy Commercial/Industrial natural gas 22,100 53,410 16%
Residential Residential electricity 14,650
Energy Residential natural gas 28,930 43,580 13%
Community-wide municipal solid
Solid Waste waste disposal tons / 13,880 13,880 4%
Lawn and Garden Equipment / 1,270
Off-Road Construction Equipment / 6,960 8,230 2%
Total 340,850 100%

/

Note that residential gas produces 28,930 metric tonnes per year of CO, (MTCO2e) and related
greenhouse gases out of 340,000. Staff indicated that the ultimate goal of the gas ban is to reduce
the 28,930 (MTCO2e) by 7,800 (MTCO2e). To reach the goal will take years, as the new homes
which will be subject to the ordinance will be built gradually depending on the market absorption
rate, the economy, and costs. In the beginning this could be a few hundred

(MTCO2e) and growing to a few thousand over the years.

Meanwhile and per the table above, most of the CO; is generated by cars and trucks, and much
of that in SLO is on State highways, over which the City has no control. Thus the limited
reduction claimed for this program has no real benefit of scale, yet is highly intrusive and
ultimately costly to homeowners.

Worse Yet: The statewide CO- generation totals 424.1 MTCOZ2e per the pie chart below:?

2 Source: California Air Resources Board, August 2019.
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9% - Electricity
IN STATE

6% - Electricity

24% - Industrial IMPORTS

i

__ 8% - Agriculture
/

\ﬂ'l 7% - Residential
5% - Commercial
41% - Transportation
424.1 MMTCO.e
2017 TOTAL CA EMISSIONS

San Luis Obispo’s total 340,000 MMTCO2e is only .001% of the State total. If San Luis Obispo
City eliminated all of its CO, totally, it would have no meaningful impact. In turn the amount of
natural gas to be reduced (7,800 MMTCO,) is only .00002 %. Why would the City subject its
homeowners, builders, and everyone else to the costly, intrusive, and wasteful ordinance? It
cannot be justified as public policy on the numbers. Is it simply symbolic virtue signaling of the
worst kind. Oh and by the way, the Diablo Power Plant forestalls the production of 8 million
Metric tonnes of CO, every year. This will largely be replaced by natural gas to provide the base
loads at night. Remember, most of the Monterey Bay Power Authority electricity is not flowing
from British Columbia hydro or some other CO; free source, but is simply a trading scheme of
clean energy certificates. The actual electrons will come from PG&E and other gas sources,
especially after the Diablo plant closes.

What did the SLO City Council ever do to help keep Diablo open?

The City Council meets the first and third Tuesdays of each month at 6:00 p.m. in the City
Council Chamber, City Hall, 990 Palm Street, San Luis Obispo, California. Changes to this
schedule, and additional meetings which may be scheduled, are publicly noticed.

LAST WEEK’S HIGHLIGHTS

Board of Supervisors Meeting of Tuesday, August 20, 2019 (Completed)




Item 26 - Update on Diablo Closure. The Board of Supervisors signaled that the plant site and
surrounding lands should become some sort of huge natural preserve.

To this end, the Board unanimously directed staff to pursue a closure plan that returns the PG&E
land (owned, rented, and owned by PG&E affiliates) to its “original condition” prior to the
construction of the Diablo Nuclear Power Plant. Most of the12,000 acres involved have
remained in their natural state throughout the entire period during which the plant has operated.

The actual plant site and immediate surrounding area would be returned to its pre-plant
development status. Buildings, roads, a small harbor, and everything else theoretically would be
eliminated. The County did express its desire to ultimately take over the desalination facility.

Any consideration of future economic development would be in the distant future, if ever. The
Board eschewed any proactive role in working on ideas for reuse. It left consideration of future
economic uses to the incipient Hour Glass Project (a not-for-profit/private sector partnership).

Supervisor Hill led the policy by laying out a number of principles:

1. “The site is a natural asset.” “We (the County Government) are not a business. PG&E is a
business.”

2. The County supports the DECON alternative for closure (see the explanation below on page
9).

3. The County would insist that it be the lead agency in managing the plant closure CEQA
process. The CEQA study will constitute an enormous effort requiring more staff, the funding for
which may be conditional upon the California Public Utilities Commission’s approval of
PG&E’s application for pre-decommission costs. (Note: These are separate from the actual
decommissioning costs).

4. Site P (see the map below on page 12), which contains the plant and supporting facilities,
would be returned to its predevelopment status. Roads and other facilities would not be accepted
by the County, the main principle being that the County wants no liability or operating
maintenance costs for anything.

5. Let the State and not-for-profit land conservancies preserve Wild Cherry Canyon (perhaps as
an annex to Montano Del Oro State Park), thereby avoiding any County costs. The County does
not have the Budget for such things.

6. Hill emphasized that the County was not a party to the master agreement between PG&E,
various environmental organizations, and labor to close the plant. Nor was the County consulted.
This circumstance is a key reason why the County must control the CEQA review and the future
uses of the site.




This is surprising, as there were rumors of the plant closure for at least a year before it was
announced. Did Hill or anyone else raise the issue? Worse yet, the County never lifted a finger to
promote the relicensing of the plant in the first place. There is ample room to suspect that some
folks are playing both ends towards the middle on the closure and repurposing issue. In the end it
is the local employees, their families, taxpayers, utility bill payers, and school kids who get
slugged.

After adding some fiddling with some details, the Board unanimously adopted the overall policy
as promulgated by Hill.

Any consideration of repurposing existing buildings such as offices, laboratories, utilities, roads,
etc., was rejected. Academic uses, marine research, and alternative energy are not on the table
under the adopted Board policy. Hill stated that “anyone could bring us proposals for revenue
generating business in the future,” but if the whole 12,000 acres has been made into parks and
nature preserves they would be prohibited. Even progressive-minded and fecally-laden San
Francisco has allowed some of the Presidio site to be used for high tech, cinematic, and visitor
serving businesses. 'I"he City has allowed housing development as well.

\Y

i
i
/ ’f
%

Yoda statue (at the SF Presidio) not so welcome in SLO or environs.

Taxpaying private sector developments such as a hotel resort, housing, or other uses were also
banned from the PG&E lands by the Board policy.

COLAB asked: What if the CEQA no-project alternative (keep the plant open) turns out to be
the best environmental alternative? After all, keeping the plant open forestalls the generation of 8
million metric tonnes of CO, per year by natural gas, forestalls the huge deconstruction,
demolition, and massive debris trucking CO,, forestalls the economic losses, and continues the
existing preservation of most of the 12,000 acres. Moreover, it does not require the expenditure
of $4.8 billion dollars in decommissioning costs and catastrophic impacts on the county
economy.

There was no answer and no interest.

Background and Updated Information: The bottom line is that the County is on a path to
have the PG&E currently owned and leased lands turned into some sort of nature preserve. Some
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of these lands are owned by real estate subsidiaries affiliated with PG&E. In 2000, county voters
approved a ballot measure (75% in favor), known as the DREAM Initiative Measure A, an
advisory measure that calls upon the County to prohibit development on the property
surrounding the plant when it is decommissioned. It appears that there are about 12,000 acres in
all.

The PowerPoint can be seen at the link:

https://agenda.slocounty.ca.gov/iip/sanluisobispo/file/getfile/113745

It turns out there are two allowable decommissioning processes. The first is called DECON,
which takes place fairly rapidly - about 10 years. The other is SAFSTOR, which can take as long
as 60 years. Both the County and PG&E prefer DECON. Apparently, DECON is less costly over
the long run and of course returns the site to whatever future uses various interest groups in the
county have in mind. The staff seems to want the Board of Supervisors to affirm that it supports
DECON.

The Diablo Decommissioning Engagement Panel (DDCEP) has provided descriptions of the 2
alternative processes.

AN

The first option is known as “DECOMN,” short for decontamination. With DECON, the first steps of
taking the plant apart begin as soon as the fuel is removed from the reactor vessel. The operator
first decontaminates or removes contaminated equipment and materials. The transfer of spent
nuclear fuel into dry cask storage and the removal of equipment lowers the radiation level in the
facility and significanthy reduces the potential exposure to workers during subsequent
decommissioning operations. DECON can take five years or more.

The second option is called “SAFSTOR,” for safe storage. This process takes much longer. After
the fuel is removed from the reactor vessel, the plant is kept intact and placed in protective
storage for an extended period of time. This allows the radicactive elements in components to
decay to stable elements. During this time, the main components of the plant remain in place,
including the reactor vessel, fuel pools, turbine and other elements. All fuel is removed fram the
reactor vessel and placed in fuel pools or dry storage on-site. The NRC continues to inspect the
site and provides regulatory oversight of maintenance and security appropriate to the low risk
profile of the site. The plant is dismantled in a process similar to the DECON option once
radioactivity has decayed to lower levels and the safety risk to workers is substantially reduced.
Generally, sites must spend no longer than 50 years in SAFSTOR to allow up to 10 years for
decontamination. The entire process must be completed within 60 years.

PG&E indicates that it has set aside $3.2 billion for decommissioning costs and will require an
additional $1.6 billion, which is the subject of a rate hike proposal that will be heard by the
California Public Utilities Commission (CPUC) starting in September. A decision is expected by
January 2020.

Some concerns:



https://agenda.slocounty.ca.gov/iip/sanluisobispo/file/getfile/113745

1. What is the County Board’s position with respect to PG&E’s and its stockholders’ property
rights? The County had no qualms about PG&E paying property taxes for decades. The 5
Amendment to the Constitution in the Bill of Rights does not state in part, “nor shall private
property be taken for public use without just compensation.” What is a vacant tract of 12,000
beautiful view acres next to the Pacific Ocean actually worth objectively these days?

2. Much deference seems to be given to the DCDEP, a citizen advisory commission (pretty
much assisted by Planning staff and consultants). Has the Board of Supervisors conducted a
formal public hearing to consider and accept its December 2018 report and recommendations?
Will it be limited to one alternative (perhaps the preferred project) when the County conducts a
massive CEQA review of the closure plan? What are the foregone financial opportunities?

3. Is the use of the property as a huge nature preserve the only choice? Or should there be some
analysis of alternatives? Given current housing shortages, government financing problems, local
education financing shortfalls, and capital infrastructure deficits, should any of the 12,000 acres
be considered for private investment?

The site already contains a large office building, training and classroom facilities, laboratories,
warehouses, machine shops, a marina, a desalination plant, roads, and parking lots, which instead
of being torn out, could be repurposed. Ultimately the facilities could be used as a high tech
center, research center, educational institution, or other uses. No site disturbance or expansion
would be required. Ultimately housing for such a facility could be constructed at the site, which
would avoid the need for much commuter traffic.

4. If various governments can socialize these 12,000 acres, what if someone decides that there
are too many monoculture grape growing operations and that 12,000 acres of these should be
converted to open space?

5. The County, other government agencies, and a number of activist groups seem to be treating
PG&E as a shipwreck to be plundered.

6. What about the accelerating social and economic decay impacting the state and the region? In
this regard, please see the article on page 15 in the COLAB In Depth section, which describes
the enviro-driven regulatory mess, which is impoverishing millions of Californians.

7. There were some faint flickers of discussion that the plant might actually close sooner than
2024/25. It was not clear what would trigger this eventuality.

Is SLO County, except for Paso Robles, simply to become a government subsidized nature
playground for wealthy retirees? Some of them can drive there in their government subsidized
402 HP all-electric Mercedes EQC’s to ride their bikes and horses in the new 12,000 acre
preserve. Everyone else will be making beds in the new hotels, filling out Excel spread sheets,
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working at least 2 jobs, commuting on an overcrowded late bus, and living in stack-and-packs,
which will actually be powered by natural gas for decades.

As the CPUC’s 164-page SB 968 UC Berkeley Closure of Diablo Canyon Nuclear Power Plant
study blithely writes off the idea of any meaningful housing being created:

The city of SLO has several new developments of single-family homes, but these are in the
$700k-$800k range and are targeted at out-of-region capital. Those who work in the service
sector or government are unable to afford homes, and the closure of DCPP will not affect this.

OK, but are there any ideas for some of the land to be used for privately owned, income
producing, and career type jobs (not to mention housing for SLO County residents)? After all
much of the land in SLO County is already in the public domain, which since the Feds and the
State can’t afford to maintain it, periodically burns into inhabited neighborhoods.

The Berkeley Study Flubs: The UC Berkeley study of the economic impacts of the closure of
the DCPP is included in this agenda item as a web link in the Board letter. The staff summarizes
the 164-page report as follows:

The economic impacts of DCPP closure were estimated by the report from Senate Bill 968
suggest a loss of $800 million in our community. The report also describes the loss of 1500 high-
wage jobs that will be temporarily replaced by 3900 lower-paying jobs, and ultimately resulting
in around 500 jobs at DCPP.

This report actually asserts that the negative impacts will not be as bad as originally predicted, as
they will be mitigated for years by the economic impacts of the decommissioning effort. The
report analyzes the impact on various economic sectors such as housing, jobs, taxes, and others.
For each sector it models both the negative and positive impacts and measures how they fit into
the rest of the economy. The model shows an average net loss of $77 million per year, but it’s
worse in the early years but less in the out years. The report is vague as to what happens once the
plant is totally decommissioned and there is no activity. It seems to say that the natural growth of
the rest of the economy will replace it.

Correctly, Supervisor Hill criticized the Study as shallow and lacking in grounding.
The report leaves a big question: After all the puts and takes, it states:

There are some caveats with our findings. First, our assumption around the timing of
decommissioning funds drives the overall size of the effect. That is, if we assume a shorter
timeline or a longer timeline our effect would either increase or decrease respectively. Second,
we should note that the negative economic impacts from plant closure will exist in perpetuity
while the decommissioning expenditures are finite.
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In other words, what if the CPUC doesn’t approve PG&E’s $1.6 billion rate increase for a total
$4.8 million in decommissioning costs.

The full report can be accessed at the link below:
https://www.cpuc.ca.gov/uploadedFilessfCPUC Website/Content/Utilities and Industries/E
nergy/Energy Programs/Electric Costs and Rates/Nuclear/FINAL CPUC-

UCB DCPP_EIA v2.pdf

PG&E DIABLO RELATED OWNED AND LEASED LANDS INCLUDING AFFILIATES

————=% | PARGELP
’ NORTHWEST DIABLO PARCEL
_ / 010 Al

Map Legend

PARCEL L ’
PG&E Fee Parcels

Eureka Energy Company Fee Parcels

Leased to PG&E

Leased to HomeFed

DCPP Site Boundary

Montana de Oro State Park

Publicly Owned Parcels

Coancervatian Essemaents

Pending Conservation Space (1,200 acres)

DIABLO CANYON Decommissioning Engagement Panel
Figure 1 - Land Ownership
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Item 28 - Paso Basin Draft Groundwater Sustainability Plan Update. The Board received
the report that the project is being carried out on schedule and that the final plan could be
approved in December and submitted to the State by the January 2020 deadline. No one appeared
in opposition. In fact hardly anyone attended at all. Reportedly the various participants, including
several water districts and the City of Paso Robles, are in agreement. Small users, less than 2
acre-feet per year, will be exempt. The key missing metric is how the required reduction of
13,700 acre-feet of water per year will be allocated among the users.

In a positive development, it appears that from 6,000 to 8,000 acre-feet per year of recycled
water, and Nacimiento Lake water could be piped to the area east of Paso Robles where the
greatest basin declines have occurred. Some growers could sign up and would not have to pump

groundwater or could cut their pumping back. This would accelerate the restoration of that part
of the basin.

There is speculation that some growers have been using more water than is actually required and
will be able to reduce their pumping through best practices, and therefore they will not have to
suffer major production cutbacks. Too bad no one figured that out 7 years ago. Supervisor Hill

expressed some skepticism that the plans are a little too general: “ We are talking about what
could be done versus what will be done.”

Background:

Sustainable Yield: Maximum quantity of water,
calculated over a base period representative of long-
term conditions in the subbasin and including any
temporary surplus, that can be withdrawn annually

from a groundwater supply without causing an
undesirable result

Future Pumping Estimate -  Deficit
74,800 AFY - 13,700 AF

Sustainable Yield
61,100 AFY

This would appear to be 18% of future pumphsg_estimates.

Ch 6. Water Budgets

Time Period Inflow - Outflow
Historic (1981 - 2011) -12,600 AFY
Current (2012 - 2016) -65,400 AFY About an 18%
Future (2020 - 2040) :r_1‘;7-0; ;;(-i Reduction

Plan must address this long-term
annual decrease in storage (Deficit)
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Key proposed actions are contained in the two slides below:

Ch 9. Management Actions and Proje«

Basin-Wide Management Actions Area Specific Management Actions

o MO"'}_fO"'”g: Reporting and OUtrelaCh ) o Calls for developing a regulation to identify and enforce
« Calls for developing a metering and reporting regulation mandatory pumping limitations as needed to avoid undesirable

+ Calls for accounting for project and land fallowing actior results

o Promorte Best Water Use Practices GSA Authorities
o Promote Stormwater Capture o To regulate groundwater extractions
o Promote Voluntary Fallowing of Agricultural Land o To impose civil penalties for violation of regulations

1. Metering will be required.
2. Groundwater extractions will be regulated.

A key question that is not answered in the presentation is how the 13,700 acre-feet reduction will
be allocated. Another is when will it start? Will all those subject to regulation be required to take
an 18% pumping reduction? If a mature vineyard uses 1 acre-foot of water per acre of grapes,
would this mean that a 400-acre vineyard would have to reduce by 72 (18%) acres of grapes?
Does everyone agree with this?

Another question is, has the amount of water used by overliers who have their Superior Court
confirmed quiet title to the water under their properties been calculated? Is it excluded from the
13,700 acre-feet that must be reduced? If not, the number could be larger for the prescriptor
water districts, prescriptor City of Paso Robles, and the private owners who did not join the quiet
title lawsuit.

Planning Commission Meeting of Thursday, August 22, 2019 (Completed)

Item 5 - Hearing to consider a request by Helios Dayspring for a Conditional Use Permit
(DRC2018-00036) to establish cannabis operations that will include up to three acres of
outdoor (hoop house) cultivation, up to 22,000 square feet of indoor (greenhouse)
cultivation, up to 28,210 square feet of commercial cannabis nursery, operation of a non-
storefront dispensary, and ancillary processing activities such as curing, drying and
trimming. Development would include 180,000 square feet of hoop house structures, 45,000
square feet of greenhouse structures, 24 320-square foot storage containers for drying, a
320-square-foot storage container for storage, approximately 4,740 square feet of an
existing winery building, and installation of ten 10,000-gallon water storage tanks. The
operation would cover approximately 12.86 acres of the 63-acre property. The Commission
continued the item because there are project changes, public requests for more time for review
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and comment, and the need for outside agency review. The item was continued to September 26,
2019. It is located on River Road, about a mile east of San Miguel.

COLAB IN DEPTH

IN FIGHTING THE TROUBLESOME, LOCAL DAY-TO-DAY ASSAULTS ON OUR
FREEDOM AND PROPERTY, IT IS ALSO IMPORTANT TO KEEP IN MIND THE
LARGER UNDERLYING IDEOLOGICAL, POLITICAL, AND ECONOMIC CAUSES
AND FORCES

CALIFORNIA’S DENSITY DELUSION
BY EDWARD RING

The ability for American workers to enjoy middle class lifestyles has been eroding for decades.
Conventional explanations abound. American industry in the immediate aftermath of World War
I was uniquely unscathed, and with a near monopoly on global manufacturing, was able to pass
much of their ample profits on to workers. It wasn’t until the 1970’s that American
manufacturers confronted serious foreign competition, and ever since, the competition has just
gotten more intense.

By the 1990’s the electronic movement of capital along with trade agreements such as NAFTA
turned national labor forces into commodities. And at the same time as American industry was
going international, America’s laws were changed to favor mass immigration of unskilled
workers who competed for jobs with native workers, driving down wages. These immigrants
were also far more dependent on government services compared to previous generations of
immigrants, putting stress on government budgets.

Export jobs. Import welfare recipients. No wonder America’s middle class is withering away.
But this conventional explanation, however accurate, is only half the story. Yes, for whatever
reason, average Americans work harder and earn less today than their predecessors. And the
process has been relentless. Every decade since the 1950’s has seen an American workforce
making less than they made during the preceding decade. But they are not just making less —
things are costing more.

At first glance, this seems counterintuitive. Not everything costs more. Using the consumer price
index (CPI) as a yardstick, and adjusting for performance — a modern flat screen television offers
far more viewing amenities than a state-of-the-art black and white television circa 1955, yet it
costs less in constant dollars. For almost every consumer good, from home appliances to
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MacDonald’s Happy Meals, that’s true. But it isn’t the cost of appliances and fast food that is
breaking family finances today in America, it’s the cost of housing and healthcare. And in these
two critical areas, neither of which is adequately reflected in the CPI, the cost-of-living in
America has never been higher.

The causes of rising healthcare costs are complex and defy obvious solutions. But the national
conversation Americans have to address the challenge of healthcare is ongoing. This
conversation about American healthcare solutions includes expert participants offering all
perspectives and reflects diverse ideological roots. While it is impossible to predict whether or
not America’s national search for optimal healthcare policies will end well, the dialog is
transparent, none of the fundamental issues are being ignored, and nothing is beyond debate.

On the issue of unaffordable housing, however, the opposite is true. Unlike the healthy debate
being waged across America on the topic of healthcare, the debate over housing solutions — if
one even wants to call it a debate — is decidedly unhealthy. Basic premises go unchallenged.
Basic assumptions and options are off the table, considered beyond debate. If the debate over
housing policy remains a stunted facsimile of a genuine debate, Americans will not only be
condemned to purchase barely affordable housing, but their new housing options will be almost
exclusively limited to homes on ever smaller lots — or apartments — in increasingly crowded
cities.

The unchallenged premise that lies at the heart of unaffordable housing in America is that there
is no room for more suburbs. That single family dwellings on spacious lots are an unsustainable
extravagance that must be stopped. That detached homes in new suburbs are unhealthy for
people and the planet, and that the only responsible way to build newer homes is via “infill” of
multi-family dwellings within the footprint of existing urban areas.

This unchallenged premise might be termed “The Density Delusion.” If it hasn’t arrived yet in
your state, beware. It’s on its way and no political party — including Republicans — has organized
to oppose this agenda. The density delusion now informs public housing policy in nearly every
blue state, certainly including the entire Left Coast states of California, Oregon, Washington. As
will be discussed, there are other reasons housing is so expensive in these states, but even if all of
the other misplaced policies that drive up home prices were reformed overnight, the density
delusion, unchecked, would be enough all by itself to render housing unaffordable. It is
impossible to restore a reasonable, affordable price equilibrium to housing if all housing
development is confined to the footprint of existing cities.

The Density Delusion Relies on the Myth of Vanishing Open Space

A fascinating article published last year by Bloomberg entitled “Here’s How America Uses Its
Land” offers several graphics of America’s Lower 48, including the map depicted below. As can
be seen, “Cow pasture/range” is by far the most extensive category of land use in the United
States.
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If you review the source data from the US Dept. of Agriculture as expressed in the pie chart below, it turns out
that only 3.7 percent of the Lower 48 states are urbanized. The largest category of land is grassland, at 35
percent, followed by forests at 29 percent. Farmland only consumes 21 percent of land in the Lower 48.

The unasked question that challenges the density delusion should be obvious from these land use
facts: Why are Americans unwilling to expand suburbs if grasslands, typically used for cattle
ranching, occupy ten times as much space as all of America’s existing cities, suburbs, and
industrial areas?

Notwithstanding the fact that there are plenty of private land owners who would voluntarily
convert their cattle ranches to housing subdivisions for the right price, overall trends in

production and consumption of beef in the United States suggest less land may be required in the
future.
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According to the U.S. Dept. of Agriculture, the beef cow inventory in the U.S. peaked in 1978 at
just over 45 million head, and as of 2018 barely exceeded 30 million, a one-third decline despite
the American population increasing nearly 60 percent, from 207 million to 327 million.
Corroborating this is another USDA report showing per capita red meat consumption peaking at
150 pounds in 1971, dropping to an estimated 110 pounds in 2019. It is likely that cultural trends
favoring healthier food will lead to further reductions in per capita demand for beef in America.
Why not build homes on some of that land?

The Epicenter of the Density Delusion, California, Has Abundant Land

If America’s Lower 48 is only 3.7 percent urbanized, which suggests that doubling the national
urban footprint would still leave 93.6 percent of the nation unsullied with subdivisions, what
about California? How would doubling California’s urban footprint affect the big picture in that
state with respect to land use?

A quick look at a map depicting California’s agricultural land shows the vast expanse of irrigated
farmland in California’s Central Valley. But surrounding this vital resource is an even larger
expanse of “dryland farming and grazing land.” This area, over 40,000 square miles, is not vital
to California’s agricultural industry. Also clearly evident on this map is the relatively minute
percentage of California’s total land area that is urbanized.

What is clear from viewing the map of California’s farmland is made explicit on the pie chart
below. Using data drawn from 2017 USDA data, only 5.3 percent of California’s

whopping 164,000 square mile area is given over to residential, commercial, and industrial use.
The contrasts are striking. The area consumed by California’s military bases, 6,148 square miles,
is comparable to the area of California’s urbanized land, 8,280 square miles. California has 19.7
percent of its land set aside as protected wilderness, 30,661 square miles, nearly four times as
much as its entire urban footprint. As for the 25,420 square miles classified as “unprotected
wilderness,” this consists primarily of desert and “bare rock,” i.e., the inherently undevelopable
granite peaks of the High Sierra. Meanwhile, 42,498 square miles of California is considered
“grassland,” with more than half of that given over to cattle ranching and dryland farming. To
develop a mere 20 percent of this grassland would allow California’s urban footprint to double.

What About the Rest of the World?

If America remains a vast, relatively underpopulated continent, with sizable percentage of arable
land, what about other places? What about India, China, Africa? The table below, drawn

from UN data and various academic studies, calculates farm resources based on 2050 population
estimates for these key regions of the world. As can be seen in the far right column on the first
row of data “World,” “pop per m2 farm,” (population per square mile of arable land) it is
estimated that in 2050 there will be 10 billion people living on earth, and that for every square
mile of farmland worldwide, there will be 833 people. This is an encouraging finding.
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Based on population trends already well established in nearly every region on earth (sub Saharan
Africa and parts of the Middle East are the only exceptions), global population is already
stabilizing. Most experts estimate that by 2050 the global population will have peaked, and 10
billion represents the midrange scenario. While the UN continues to predict an eventual peak of
11 billion by 2100, an increasing number of demographers predict a peak of around 9 billion, with a
slow decline beginning as early as 2040.

The productive capacity of conventional modern agriculture is to feed roughly one person per
acre. While a square mile is only 640 acres, not 833, there are several mitigating factors that
clearly predict a future of universal food security. Modern agricultural techniques continue to
advance and the commercialized upper end of crop productivity is far higher. In China, for
example, year-round polycultures of trees, crops, and aquacultures result in productivity ranging
between feeding four people per acre to as high as 20 people per acre.

Worldwide, intensive land based agriculture using modern and traditional techniques offer
proven methods to easily feed 10 billion humans on 12 million square miles of farmland, but the
future of agriculture may be indoors instead of outdoors. Developments in modern indoor
farming promise to not only merely supplement land-based agricultural production, but to
displace it altogether by offering food that is cheaper and healthier.

It is possible that using hydroponics, aeroponics, and aguaponics, industrial agriculture operations
sited within urban areas can produce enough food to feed the inhabitants, making it unnecessary
to import food from farming regions. The high-tech future of agriculture, combined with the
stabilization of human population, means there is never going to be a shortage of farmland
worldwide, nor will there ever be insufficient space for humans who wish to live in detached
homes on spacious private lots.

This point, that there will always be room for suburbs filled with single family dwellings, is
underscored by the calculations in column four of the above table, “urban area m2 (000)” (total
square miles of urbanized areas). The total urban area worldwide as depicted on this table, 1.9
million square miles (3.8 percent of all land excluding Antarctica), is a hypothetical number. It is
based on 10 billion people living in four person households that are each on quarter-acre lots,
with an equivalent amount of space allotted for commercial and industrial use. This equates to a
population density of 5,210 people per square mile. Actual estimates of worldwide urbanization
as of 2018 are only 2.7 percent of global land area excluding Antarctica, and some analysts
believe this estimate is grossly overstated.

In reality, major urban centers have far higher population densities. For example, the population
density of New York City is 27,000 per square mile. On the opposite coast, San Francisco has a
population density of over 18,000 per square mile. On every continent, the population in these
urban cores will continue to grow to absorb hundreds of millions of new residents. For most, the
decision to live in these dense urban environments will be voluntary, as the amenities of big city
life are a compelling allure. But for those who prefer the tranquility of a suburb or a rural
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environment, that choice should not be rendered unaffordable because of misguided policies.
Even worldwide, there is plenty of land.

Debunking the Climate Change Argument Against Suburbs

The most powerful argument fueling the density delusion is the existential boogeyman of climate
change. But even if one accepts the fundamental premise of the climate change activists, that
human produced “greenhouse gas” constitutes an imminent threat to human civilization and the
planet, that does not justify the current policy assault on low density suburbs.

Even the “scientific studies” (of which there are surprisingly few) that are used to attack
suburban “sprawl” are themselves riddled with ambiguities. An influential 2014 study coming
out of UC Berkeley provides examples. An article produced by UC Berkeley's media relations
department, summarizing the work, writes “A key finding of the UC Berkeley study is that suburbs
account for half of all household greenhouse gas emissions, even though they account for less than
half the U.S. population.” But data from a 2018 study cited by CityLab claims that 52 percent of
Americans live in suburbs. While the measurement criteria used by the UC Berkeley scholars to
define who lives in suburbs was obviously different than CityLab s, it is likely that the “less than
half” was only slightly less than half, rendering this “key finding” statistically unimpressive.

The Berkeley study also found that “the primary drivers of carbon footprints are household
income, vehicle ownership and home size, all of which are considerably higher in suburbs. Other
important factors include population density, the carbon intensity of electricity production,
energy prices and weather.” The climate activist take-away form this quote, “all of which are
considerably higher in suburbs,” ignores the variability of the other factors cited as causes.
Higher income people have bigger homes. That’s true whether this home is an 8,000 square foot
penthouse in downtown Los Angeles, or an 8,000 square foot McMansion on a half-acre lot in
Palos Verdes. And what about the “carbon intensity of electricity production™?

This points to the biggest fallacy in all studies linking suburbs to excessive belching of
“greenhouse gas,” which is this: what if bigger homes and more driving was not linked to higher
greenhouse gas emissions? What happens when all cars are gas/electric hybrids that only rely on
gasoline for long-range excursions, but handle even lengthy daily commutes relying only on
battery power? What happens when electric power is not carbon intensive, thanks to renewables,
or nuclear power, or fusion power, or satellite solar power stations, or direct synthesis of
transportation fuels from CO2 removed from the atmosphere, or other innovations we can’t yet
foresee? Would there still be a concern about suburbanites logging excessive transportation
mileage, if vehicles and the fuel they use is harmless even by their standards?

The UC Berkeley study, despite its headline, is filled with these ambiguities. They write:
“Surprisingly, population dense suburbs have significantly higher carbon footprints than less
dense suburbs, due largely to higher incomes and resulting consumption,” but don’t go on to
explain why less dense suburbs aren’t therefore more desirable than suburbs that are densified
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with infill. Instead, they go on to write “Population dense suburbs also tend to create their own
suburbs, which is bad news for the climate.” But why, if the dense suburbs have higher carbon
footprints, wouldn’t it be desirable for them to spawn less dense suburbs that have lower carbon
footprints?

In the concluding paragraphs of the media summary of the UC Berkeley study, they write
“Suburbs are excellent candidates for a combination of solar photovoltaic systems, electric
vehicles and energy-efficient technologies.” Ok. So why in the name of climate change
mitigation are we expected to ban development of new suburbs, and destroy existing suburbs via
densification?

Another authoritative study supposedly linking sprawl to higher greenhouse gas emissions was
published in 2008 by a research team at the Harvard Kennedy School’s Taubman School for
State and Local Government. Entitled “The Greenness of Cities: Carbon Dioxide Emissions and
Urban Development,” according to Google, this study has been cited in 766 “scholarly articles.”
In the abstract, the money line goes like this: “Cities generally have significantly lower
emissions than suburban areas, and the city-suburb gap is particularly large in older areas, like
New York.” The “city-suburb gap.”

For most climate activists, advocates for densification, and activist journalists, that’s as far as
they’ll need to read, and they’ll have their source, and they’ll have their link. But if you wade
through this 45 page paper, you find what seems to define most scholarly studies on the “city-
suburb gap,” namely, an unmanageable degree of complexity that is coped with by adopting an
unacceptable degree of subjective assumptions and over-simplifications, which are then
crammed into impenetrable equations.

While the authors of this study are clearly making a diligent attempt to determine what variables
define the per capita “carbon footprint” of low density suburbs vs high density cities, their very
transparency in explaining their methodology calls their methodology into question. Example:
“For a standardized household, we predict this household’s residential emissions and emissions
from transportation use. We look at emissions associated with gasoline consumption, public
transportation, home heating (fuel oil and natural gas) and electricity usage. We use data from
the 2001 National Household Travel Survey to measure gasoline consumption. We use year 2000
household level data from the Census of Population and Housing to measure household
electricity, natural gas and fuel oil consumption. To aggregate gasoline, fuel oil and natural gas
into a single carbon dioxide emissions index, we use conversion factors. To determine the carbon
dioxide impact of electricity consumption in different major cities, we use regional average
power plant emissions factors, which reflect the fact that some regions’ power is generated by
dirtier fuels such as coal while other regions rely more on renewable energy sources. We
distinguish between the emissions of an area’s average house and the emissions of a marginal
house by looking particularly at homes built in the last twenty years.”

Good luck with that.
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For the skeptic, an unanticipated value of the Harvard study is the insight it provides into what is
a burgeoning new field of bureaucratic skimming, namely, carbon accounting. For those readers
with a background in accounting, maybe even tax accounting or government accounting, try this
on for size, from page 8, “Unlike the place-specific energy tax, the zoning tax does not impact
energy use directly, but it does reduce the number of people in location one. Specifically:
“aNl/aZl = -1/[1/Qbl x k” (N1/Qbl) + 1/Qb2 x k” (N2/Qb2) — 1/Qf1 x [ (N1/Qf1) — 1/Qf2 f”
(N2/0f2)] > 0,” and then, “The overall impact of zoning on social welfare is (E2 — E1)(NC'(NE)
—t) +Z1)aN/oz, which is positive as long as (E1 — E2)(NC'(NE)-t) > Z1.”

Got that? Of course not. And now you know why consulting firms are billing government
agencies countless millions of dollars to come up with “science based” policies for carbon
mitigation. Full employment for PhDs.

It is interesting to highlight just how dispassionate the Harvard researchers are when it comes to
the impact their theories may have on real people. Consider this excerpt: “One natural concern
with our approach is that households in areas that spend more on energy have less income to
spend on other things that also involve greenhouse gas emissions. If people in Texas are
spending a lot on air conditioning and gas at the pump, then perhaps they are spending less on
other things that are equally environmentally harmful. We cannot fully address this concern,
since it would require a complete energy accounting for every form of consumption, but we do
not believe our omissions fatally compromise our empirical exercise.”

Note how in the preceding excerpt the researchers acknowledged that “households in areas that
spend more on energy have less income to spend on other things,” but rather than admit that
perhaps that could mean that carbon taxes, i.e., punitively priced energy, are regressive and harm
low and middle income families, the researchers sped quickly onward to observe that “then
perhaps they are spending less on other things that are equally environmentally harmful.” The
risk here? Not that artificially high energy costs might cause hardship. Only that the money these
hypothetical consumers wasted on overpriced gasoline might have been paying for other equally
“carbon intensive” activities. Such analytical uncertainty! The paragraph concludes by
suggesting that only a “complete energy accounting for every form of consumption” would
enable a proper analysis of this risk. Bring on the funding. Hire more consultants.

In the light of day, the analytical tools that are used to justify urban densification may be similar
in some ways to the computer models developed to perform global climate simulations. They are
attempting to reduce extreme complexity to a set of equations and variables that guarantee a
desired conclusion. And with respect to the studies that are used to justify densification, there are
common sense rebuttals to the conclusion that densification results in lower greenhouse gas
emissions:

e Cars of the future will not emit greenhouse gas.
« Energy sources in the future will not emit greenhouse gas.
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o Upgraded freeways and smart cars will eliminate or greatly reduce traffic
congestion.

e Smart cars, share cars, and drones will reduce the percentage of impermeable heat
conducting surfaces (roads and parking lots).

« Single family dwellings use far less per unit energy in construction than high rise
apartments.

o Low density suburbs have more (and larger) trees and other greenery per capita.

o Employers and jobs will migrate, creating new jobs close to new homes.

e Low density suburbs have a lower per capita “heat island” effect.

e Increasing percentages of wage earners will telecommute.

If and when a reputable, unbiased study is released that takes these variables into account, the
conclusion will likely refute the conventional wisdom. Low density suburbs do not increase
greenhouse gas. Nor, for that matter, do they consume an unsustainable amount of open land.

An article published last year in Planetizen reviews the book “The Urban Fix: Resilient Cities in
the War against Climate Change, Heat Islands and Overpopulation,” by Doug Kelbaugh. The
title of this book review — and how many people only read the titles? — is “The Problems With
Suburbs Are Numerous. Is a Change of Course Possible?” But consider this excerpt from
Kelbaugh’s book that was generously included in the review:

“Drone deliveries, ride-sharing, car-sharing, AVs that park themselves and connect to house
lights and thermostats will be commonplace, as will up to a 50 percent reduction in paved area.
Less hardscape won’t be difficult, given the absurdly wide streets in contemporary subdivisions.”
Kelbaugh is not making a case here to abandon low density. If streets and parking lots are too
expansive and too hot, then allow the revolution in smart cars, share cars, and drones to facilitate
narrower streets and smaller parking lots. If homes in the suburbs are “soulless,” as Kelbaugh
alleges, then build homes with soul.

The Hidden Agenda That Fuels the Density Delusion

If the only political force pushing the density delusion were misanthropic or misguided
environmentalist nonprofits and their army of plaintiff attorneys, the consequent Left Coast
policies of “infill,” “smart growth,” and “urban containment” would roll east against the Sierra
Nevada and Cascade mountain ranges and fall back onto the Pacific Coast. But the
environmentalist lobby, while formidable, is not formidable enough on its own to cram
Americans into overpriced apartments and unaffordable homes on nonexistent lots. The density
delusion is promoted by a powerful assortment of special interests.

It doesn’t require a degree in economics to understand the hidden agenda behind the density
delusion, one merely needs to understand the law of supply and demand. When the supply of
housing is artificially constrained by putting a wall around every existing urban area, and
prohibiting or severely restricting any construction outside the wall, the price of homes inside the
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wall go up. This is especially true if the population in these regions is increasing, which increases
the demand for homes.

Between 1980, when the pioneering concept of enforcing “greenbelts” began to find expression
in actual zoning policies, and 2018, the population of California went from 23.7 million to an
estimated 40 million. Oregon, from 2.6 million to 4.2 million. Washington, from 4.1 million to 7.7
million. To be sure, urban containment wasn’t well established in these states until recent years,
but today the density delusion informs policy in every state capital and every major city on the
Left Coast. Demand increases constantly, supply is restricted and cannot keep up.

California has passed dozens of laws discouraging development. Notable among them

are Sustainable Communities and Climate Protection Act, passed in 2008, which has made it nearly
impossible to build housing outside the “urban service boundary.” Two other significant
environmentalist laws are the landmark 1970 California Environmental Quality Act, and the
precedent setting Global Warming Solutions Act of 2006, along with numerous others at the state
and local level. These laws make it nearly impossible for Californians to build affordable homes,
develop energy, or construct reservoirs, aqueducts, desalination plants, nuclear power plants,
pipelines, freeways, or any other essential enabling infrastructure.

Oregon and Washington are not far behind California. According to a 2015 report in the City Lab,
Seattle has been fighting “sprawl!” for over 20 years. The goal, to channel growth into “urban
villages.” These are high density, mixed use developments (known as “transit villages” in California)
sited along light rail or bus routes. The impact of Seattle’s experiment in densification and urban
containment on real estate prices is unambiguous. The median home price in the entire Seattle-
Tacoma-Bellevue Metro region is $490,300, compared to the U.S. median of $226,000.

Oregon’s state legislature, late to the party but determined to outdo the competition, just passed
House Bill 2001, which would “eliminate single-family zoning around the state. In cities with
more than 25,000 residents, duplexes, triplexes, fourplexes, and ‘cottage clusters’ would be
allowed on parcels that are currently reserved for single-family houses; in cities of least 10,000,
duplexes would be allowed in single-family zones.” Democratic Governor Kate Brown is
expected to sign this legislation. The median price of a home in Portland is already $419,700. It
shall be interesting to see how this new law will affect the price of a single family home.

What California, Oregon, and Washington policymakers are doing is driving up the cost of single
family detached homes by discouraging, if not outright prohibiting, construction of homes
outside the existing urban boundaries. The median price of a home in Los Angeles is $686,700; in
San Jose, an astronomical $1,022,300. In Oregon’s case, the supply of detached homes may
actually decrease, as existing homes are demolished to make way for apartments. But what
happens when more people are forced to live within the boundaries of existing cities, and, unless
they want to migrate to a red state, forced to pay prices far beyond what would apply in a normal
market? Who benefits?
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When politically contrived artificial scarcity is imposed on a market, an asset bubble is formed.
As long as the scarcity can be maintained, the bubble will expand. The beneficiaries of a real
estate bubble are public entities, which not only collect property taxes from more assessed
properties, thanks to densification, but also collect based on higher assessments, thanks to the
inflated values. Public sector pension funds also benefit, because their real estate portfolios
benefit from the asset appreciation. But the imposition of artificial scarcity is not confined to
housing. And to understand the strategic value of artificial scarcity to the American oligarchy, it
IS necessary to explain what made this squeeze on ordinary Americans not only incredibly
profitable, but necessary.

The Financialization of the American Economy

The ongoing destruction of America’s middle class began with the financialization of the
American economy, a process that began in the 1970s. Greta Krippner, an economic sociologist at
the University of Michigan, defines financialization as “a pattern of accumulation in which profit
making occurs increasingly through financial channels rather than through trade and commodity
production.”

Financialization is a threat that has no ideology. The left tends to blame economic challenges on
the excessive power, influence, and greed of oligarchs. The libertarian right tends to blame
economic challenges on excessive regulations emanating from oversized government. But
they’re both right. Financialization has further empowered the oligarchs who have turned the
American worker into a commodity. And financialization is the toxic remedy that has, for a time,
enabled oversized government.

An excellent in-depth article in Time Magazine published in 2016, entitled “American
Capitalism’s Great Crisis,” quotes Krippner’s deeper explanation of how financialization began:

“The changes were driven by the fact that in the 1970s, the growth that America had enjoyed
following World War 11 began to slow. Rather than make tough decisions about how to bolster it,
politicians decided to pass that responsibility to the financial markets. The Carter-era
deregulation of interest rates—something that was, in an echo of today’s overlapping left-and
right-wing populism, supported by an assortment of odd political bedfellows from Ralph Nader
to Walter Wriston, then head of Citibank—opened the door to a spate of financial “innovations”
and a shift in bank function from lending to trading. Reaganomics famously led to a number of
other economic policies that favored Wall Street. Clinton-era deregulation, which seemed a path
out of the economic doldrums of the late 1980s, continued the trend. Loose monetary policy from
the Alan Greenspan era onward created an environment in which easy money papered over
underlying problems in the economy, so much so that it is now chronically dependent on near-
zero interest rates to keep from falling back into recession.”

Carter. Reagan. Clinton. It’s important to document the bipartisan emergence of financialization.
It can’t be unwound, or even discussed accurately, simply by referring to conventional
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ideological schisms. The impact of financialization in America has been to enable private
households and government agencies to spend more than they take in, and to make up the
difference by borrowing more than they can ever hope to pay back. And through it all, for the
past 40+ years, the financial sector has extended the credit, accumulating more power and profit
every step of the way. Ideology and partisanship provided the justifications and the means, but
they came from the right and the left.

Estimates vary as to how much corporate profit now accrues to the financial sector in the U.S.,
but range between 25% and 40%. By comparison, in Germany the financial sector earns about
6% of corporate profits. America’s overbuilt financial sector attracts the brightest college
graduates. Math majors who might have gone into applied physics, engineering, chemistry, now
migrate to Manhattan and work for the hedge funds.

Closer to home, here’s how financialization has harmed ordinary Americans:

o Created an incentive through low interest rates and tax law for people to borrow
instead of save,

o Rendered housing and college tuition unaffordable, thanks to low interest rates
inducing borrowers to bid up prices,

o Destroyed the ability of thrifty households to save, because only risky investments
offer adequate returns,

e The emphasis on shareholder value above all else has depressed wages and driven
jobs overseas,

e Attracted brilliant innovators to work for financial firms (which produce nothing)
instead of actual industries that create jobs and national wealth.

There’s more — and this is the least discussed but perhaps the most significant consequence of
financialization. It expands the public sector, and it helps public sector unions. Here’s how:

o Governments can expand beyond the capacity of their tax revenues by borrowing at
low interest rates,

« Government unions can negotiate over-market pay and benefits, relying on
borrowing to cover deficits,

« Government pension funds can make risky investments with the taxpayers backing
them up,

« As financialization drives middle class citizens into poverty, the government
expands its aid programs.

The connection between government unions and the financial oligarchs who currently run both
political party establishments may be abstruse, but it isn’t trivial. They have a common interest
in a financialized economy; a common interest in seeing what is now the biggest credit bubble —
as a percent of GDP — in American history get even bigger. This is explicitly contrary to the
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interests of ordinary Americans. The awakening grassroots resistance to the financialization of
America explains the sharp rise of populism starting in 2016, and it’s just begun.

The Scarcity Profiteers

Where there is credit, there is collateral. When consumers borrow, home equity is the collateral.
And if America’s 30+ year borrowing binge is to continue uninterrupted, collateral values need
to climb. Restricting new housing construction to infill causes the value of all real estate within
the approved zones to soar. Investors get rich. Speculators get rich. Meanwhile, ordinary
homeowners, caught in a spiral of debt accumulation because they spend more than they make,
sink further into financial servitude. But as their property values climb, they borrow more, they
spend more, and America’s financialized economy keeps spinning. If and when this
unsustainable debt binge hits the wall, America’s oligarchs will have taken all the money off the
table. They are a macroscopic version of the Romneyesque private equity sharks —raid a
company and acquire a controlling interest, load it up with debt, collect bonuses, declare
bankruptcy, sell the assets, walk away.

A similar profiteering opportunism underscores the renewables mania. Not only do high tech
companies capitalize on fantastic opportunities to sell gadgets to create a panopticon of energy
surveillance ala the “internet of things,” where every home appliance is wired and monitored by
the utilities. At the same time the highly regulated public utilities are offered spectacular new
avenues for higher profits, because while their profit percentages are fixed, and the units of
energy they can generate are fixed, when they sell expensive renewable energy to the consumer
instead of inexpensive natural gas or nuclear power, they can still double their revenues and
profits.

The scarcity profiteers operate not in collusion or conspiracy, but merely as a collection of
special interests whose special interests all converge on the same goal: make water, energy,
transportation and housing as expensive as possible. Increase regulations and unleash an
avalanche of lawsuits so only the biggest, most resilient corporations survive, and emerging
competitors are crushed.

In California’s, and increasingly in other states, a punitively high cost of living is the result of
conscious political choices, and the primary force behind these choices is not desire to protect the
environment, it is greed. The people who profit by artificial, contrived scarcity, don’t want
anything to change. They are the utility companies, the trial lawyers, the Silicon Valley “green”
entrepreneurs, and billionaires who already own the artificially limited supplies of land and
housing.

If “carbon emissions auctions” trading ever takes hold nationally, it will launch the biggest skim
operation in the history of the world. Every molecule of carbon embodied in every joule of
energy will be accounted for, using a preposterous, byzantine, corruptible if not fraudulent
financial alchemy. These carbon units will be tracked, so that rights to emit them can be traded
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on an exchange, where the bookies of Wall Street will get a cut. All of this will be implemented
and operated at stupefying expense. Trillions of dollars in annual transactions will have to pass
through this gauntlett.

Ending the Density Delusion — Restoring Sanity to Housing Markets

Well-intentioned but misguided policies to make housing affordable include rent control, which
would just take away the incentives to maintain properties or invest in new income property.
Another misguided solution is to offer government subsidies, which leads to accepting
overpriced construction bids from the favored contractors without solving the underlying
problems of punitive fees and unacceptable delays in permitting. But the most misguided policy
of all is mandating densification instead of making it easier to build entire new cities on open
land.

The density delusion exemplifies the power of a good value, environmentalism, taken too far and
causing more harm than good. Defenders of densification dismiss the concerns of community
groups that don’t want to see their neighborhoods destroyed. But it isn’t the wealthiest
neighborhoods where densification policies will result in rent subsidized fourplexes dropped
onto a lot on a street otherwise filled with single family dwellings. Residents of wealthy
neighborhoods will hire attorneys and stop projects like that, driving the investors and developers
into the middle class and lower middle class neighborhoods, where hiring an attorney to fight
city hall is not an option.

Which brings up the ultimate issue surrounding densification, artificial scarcity, and a politically
contrived high cost of living. It is not protecting the environment to engage in these policies. It is
class warfare prosecuted by the rich against the poor. It is the unifying populist issue of our time,
currently overshadowed by identity politics as a useful and very divisive distraction. But the
fixation of America’s electorate on identity politics is precariously maintained. The reality in
American politics is this: identity politics is a distraction from, and extreme environmentalism is
a false justification for, a massive transfer of wealth from the have nots to the haves.

America’s elites, to the extent they wish to invite hundreds of millions of unskilled immigrants
from all over the world to move to this nation at the same time as they insist that everyone —
native born and new arrivals alike — stack themselves into existing urban areas, are betraying
their fellow citizens. They are creating scarcity ostensibly to save the planet, but in reality this
scarcity creates asset bubbles that collateralize an economy running on debt accumulation.

Restoring sanity to housing markets will require wrenching economic policy adjustments. Public
sector reform, pension reform in particular, combined with sweeping reform of overreaching
environmentalist regulations, will allow public money to be redirected into enabling
infrastructure: energy, water, transportation. Eliminating or rolling back additional excessive
environmental regulations, along with streamlining the permitting process and slashing building
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fees, will enable private developers to construct entire new cities on open land served by new
infrastructure, dramatically lowering the price of housing everywhere.

One huge upside to these dramatic reforms is restoring the potential for leapfrog technologies to
be funded, researched, and brought to market. With these changes, Americans will have a future
where affordable abundance is the result of competitive development of housing and
infrastructure, and financial surpluses are used to build hyperlanes instead of pay pension funds,
to build next generation nuclear power plants instead of purchase carbon emission credits, and
for homeowners, to be able to afford to take a vacation on the moon, because their mortgage
payment was manageable.

This article originally appeared on the website American Greatness and California Political
Review of August 22. 2019 . Ed Ring is a political and financial analyst, working primarily with
start-up and early-stage organizations. In 2013, he co-founded the California Policy Center. He
is a prolific writer on the topics of political reform and sustainable economic development. His
work has appeared in the Los Angeles Times, the Wall Street Journal, Forbes, the Economist,
Real Clear Politics, Politico, American Greatness, City Journal, Zero Hedge, and other media
outlets. Ring has an undergraduate degree in political philosophy from UC Davis, and an MBA
in finance from the University of Southern California.

ANNOUNCEMENTS
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