fOI’IUSTICE

City of Sacramento City Council Hearing
June 10, 2024
Testimony on Public Hearing Item 23
Proposed Increase to Sacramento’s Home Occupation Permit Fees

Mayor Steinberg and Members of the City Council:

Thank you for the opportunity to submit public comment on Public Hearing Item 23, particularly
as it releases to increased home occupation permit fees. My name is Jennifer McDonald and I am
an Assistant Director of Activism at the Institute for Justice (1J). 1J is a national nonprofit law
firm that has been advocating for entrepreneurs for over 30 years. I am an expert on how local
policies impact small businesses and have published extensive research on home-based
businesses specifically.! I also lead 1J’s Cities Work initiative, which partners with cities to
increase access to entrepreneurship by reducing regulatory barriers and streamlining business
licensing processes.” A California native, I started my career in Sacramento and care deeply
about its residents.

We applaud the Mayor and City Council for taking proactive steps to expand and clarify the
home-based business law in Sacramento by amending Section 17.228.230 of the Sacramento
City Code. These efforts, separate from the budget discussions being heard tomorrow, will create
countless opportunities for home-based businesses to thrive. However, we believe additional
reform is needed and are concerned that the two fee increases for home occupation permits
proposed in the FY24/25 budget will severely inhibit Sacramento’s home-based entrepreneurs’
ability to earn a living and must be reconsidered.

Small businesses are crucial to Sacramento’s economy. They represent roughly half of all small
businesses in the country,’ create well-paying jobs,* lift families out of poverty,’ reduce the racial
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wealth gap,® and reinvest dollars in the local economy.” But a national survey by
entrepreneurship advocate Right to Start reported that 53% of people who decided against
starting their dream business chose not to, at least in part, because government fees were too
high.®

My research shows that home-based business owners are more likely to be women, minorities,
single, and renters—and half of home-based entrepreneurs started their business with less than
$1,200 in capital.’ Getting started from home is a safe, non-capital-intensive way to get a
business off the ground and start earning income. This option is especially important given that
research suggests women and minorities tend to find it more difficult to secure traditional loans
or venture capital.!® For some, running their business from their home may be their only option.

Requiring entrepreneurs to pay high permit fees negates the financial advantages of starting their
businesses from home and can rob enterprising individuals the chance to achieve their dreams
and support their families. Increasing the home occupation permit fee from $154 to $234 is more
than a 50% increase. While $234 may not seem like a large amount to some, it is nearly 20% of
the median $1,200 in starting capital that entrepreneurs can’t spend on supplies, equipment, or
other startup costs.

Increasing the fee for a special exemption permit by 40% from $3,780 to $5,265 is similarly
drastic. In a 2022 study, my team quantified the fees to start a home-based business in 20 large
and mid-sized cities across the country; the highest we found were $1,588 in Jacksonville,
Florida—and those fees included the cost of a conditional use permit and public hearing.!! While
not every home-based business owner in Sacramento will be required to obtain this expensive
special permit, many will. For example, a home-based jewelry maker would be required to get
this permit if she wanted to hire two people part-time to help her pack and ship her products from
her home because only one non-resident employee is permitted under the ordinance. Over $5,000
in permit fees may put this microenterprise out of business.

The changes to Sacramento’s home occupation ordinance currently pending will help reduce this
financial burden for many nascent entrepreneurs by removing unnecessary restrictions on certain
business activities, thus decreasing the number of situations in which a home-based business
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owner would need to apply for a special exemption to run their business. We applaud those
changes and encourage you to vote to adopt them. But we strongly urge you to—at the very
least—not increase the fees required to be paid by people who are less likely to be able to afford
such fees than owners of traditional businesses.

We would also like to offer assistance as staff consider how to treat parking for home
occupations. The current limit of having no more than one vehicle weighing one ton or less
related to the business is outdated.!> We understand that the intent of the ordinance is to prevent
large commercial vehicles from being parked in residential neighborhoods, but the average
weight of a vehicle in the United States is roughly 4,300 pounds.'® Instead, we recommend a
different threshold. One option would be to simply increase the weight allowance to 10,000
pounds, as is done in Kansas City, Kansas. Another would be to prohibit the parking of vehicles
that require a commercial driver’s license, as is done in Bismarck, North Dakota.'* Furthermore,
it is crucial that the ordinance be amended to clarify that a household’s personal vehicles
(including personal vehicles also used for the business) not be included in the limit on one
business-related vehicle. We would be happy to work directly with staft to find a solution to the
parking question.

It is crucial that Sacramento ensures operating a home-based business is accessible for residents
from all socioeconomic backgrounds and provides home-based entrepreneurs the opportunity to
thrive. My team and I would be happy to partner with you to address these and any other
regulatory hurdles facing Sacramento’s small business owners.

Thank you for your consideration,

Jennifer McDonald

Cities Work Director | www.citieswork.org
Assistant Director of Activism | www.ij.org
(703) 559-0262

jmcdonald@jij.org
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