
Some version of the below calculation comparing project returns from single family and multi-family
housing is done by many developers – but evidently few publishing academics. My calculation below
shows that for multi-family buildings between 4 and 7 stories located in San Francisco, the price per unit
is less if 60 units are built rather than 30. The calculation also shows that the per unit cost for a 30 multi-
family units is nearly the same as for a single family home. Common areas, swimming pools, fire exits
and other amenities make multi-family units more expensive to construct than single family units. Thus, as
non-profit housing developers have told me repeatedly, at least 60 units per acre are needed to make
market rate multi-family homes significantly less expensive than single family homes – and to stretch the
dollars available for subsidizing affordable housing.

While the calculation uses cost data for the Central/Inner Richmond District of San Francisco, data for
Alameda would also show that the more units per acre, the lower the market rate sales price could be for
a developer to profitably build. This conclusion will hold whenever the land price for a single-family unit is
more than double the construction price for such a unit, for example as shown in the table below for the
Central/Inner Richmond District.

Table: More Multifamily Housing Units Per Acre Reduce Housing Development Costs
When Land Costs for Single Family Units Exceed Construction Costs

Total Cost Per Unit
Cost

Per Sq. Foot

Single family (20) 21,156,760 1,057,838 -
Land* 16,702,660 835,133 394
Construction

+
4,454,100 222,705 105

Multi-family (30) 30,490,645 1,016,354 -
Land* 16,702,660 556,755 262
Construction^ 13,787,985 459,599 217

Multi-family (60) 44,278,600 737,977 -
Land* 16,702,660 278,378 131
Construction^ 27,575,940 459,599 217

* Cost of one acre of land calculated from land costs as published by the Lincoln Institute of Land Policy

“MSA-level price indexes” http://www.lincolninst.edu/subcenters/land-values/metro-area-land-
prices.asp, as accessed on 17 May 2014. Assumed cost of 1 acre of land to be the same for construction
of either single or multiple family units..
+

Replacement cost of structure as published by the Lincoln Institute of Land Policy “MSA-level price

indexes” http://www.lincolninst.edu/subcenters/land-values/metro-area-land-prices.asp, as accessed
on 17 May 2014, assuming 2,121 square foot 2-story single family living unit, which is the average house
size in San Francisco’s Central/Inner Richmond District reported in the November 2013 MLS (Multiple
Listing Service) as Compiled by Paragon Real Estate Group.
^ Average multi-family construction cost per square foot for 4 to 7 story apartment building in San

Francisco as reported in May 2012 by Ev Studio at http://evstudio.com/construction-cost-per-square-
foot-for-multifamily-apartments-2012 as accessed on 18 May, 2014 in Construction Cost per Square
Foot for Multifamily Apartments 2012 by DEAN DALVIT dated AUGUST 1, 2012. Total construction cost

assumes each unit is 2,121 square feet, the average size of a house in the Central/Inner Richmond

District in San Francisco estimated by Paragon Real Estate Group at http://www.paragon-
re.com/Market_overview/ as accessed on 18 May, 2014.
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MSA Date
Home
Value

Structure
Cost

Land
Value

Land Share
(Pct)

Home Price
Index

Land Price
Index

SANFRANCISCO 2013Q3 $1,057,580 $222,447 $835,133 79.0% 1.554 1.527

Replacement construction cost per square foot in San Francisco: $105

Land cost per square foot (two story, yard = interior square footage):

Assumes average residential size unit of Central/Inner Richmond District: 2,121 square feet

http://www.paragon-re.com/Market_overview/ as accessed on 18 May, 2014

Average House Size by San Francisco Neighborhood

Average sizes are often distorted by the sale of a few much-larger-than-normal houses (for

the particular neighborhood), and median size is almost always significantly less than

average size. But still, this gives a fair comparative look at where one finds the mansions

and where one finds the bungalows.


