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FOREWORD

A growing consensus exists among leaders in California—from the busi-
ness, environmental, academic, government, social equity, labor, and
other arenas—that new development patterns are needed in order to
accommodate projected growth while preserving people’s quality of life.
Development must be encouraged to locate in existing urbanized areas.
New development in nonurbanized areas must be more compact, of a
mixed-use character, and served by public transit. Jobs and housing must
move closer together. Open space and important natural features and
environmental systems must be preserved. And in order to begin to deal
with regional issues and solve regional problems—such as traffic, envi-
ronmental quality, and the economy—planning and infrastructure
investments must be coordinated across jurisdictional boundaries.

Many barriers stand in the way of achieving these objectives. There are
fiscal disincentives to interjurisdictional coordination. No state frame-
work is in place to facilitate smart growth planning and development.
Growth-induced problems are being compounded by insufficient fund-
ing for transportation and other infrastructure. And various regulatory
obstacles and liability issues discourage smart development practices. We
believe, however, that it is possible to remove many of these barriers by
taking a comprehensive approach, crafting intelligent incentives and
reforms, and providing bold and decisive leadership at the state level.

The ULI California Smart Growth Initiative is an attempt by a broad cross
section of leaders in the state to seriously address California’s growth
challenges and find real, pragmatic, and effective solutions.

We feel that the work of the Statewide Coordinating Committee and ULI
district councils in California under the auspices of the ULI California
Smart Growth Initiative will make a positive contribution to the quality of
life of future generations of Californians.

Fritz Grupe
Cochair
Statewide Coordinating Committee

Will Rogers
Cochair
Statewide Coordinating Committee

September 2002
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THE ULI CALIFORNIA
SMART GROWTH
INITIATIVE

To accommodate a
projected popula-
tion of 57 million
by 2040—a 70
percent increase—
California needs
to concentrate
development
more.

he ULI California Smart Growth Initiative seeks to address growth

challenges in California by examining growth and development

trends, identifying barriers to smart growth, and making recom-
mendations for specific local, regional, and state actions that can advance
a collaborative smart growth agenda. The project was launched in
September 2000 and is coordinated by ULI in collaboration with its five
California district councils.

The project’s goals include the following:

+ Encourage collaboration at the local, regional, and state levels among
key stakeholders in the smart growth dialogue.

+ Foster the active participation of the private development community
in local, regional, and statewide efforts to implement smart growth
and sustainable development.

¢ Organize forums involving a diversity of community leaders who
could be expected to take the lead in developing and implementing
local and regional smart growth strategies.

2 ULl California Smart Growth Initiative
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+ Inform decision makers about the impediments and barriers to mak-
ing smart growth work at the local, regional, and state levels; and sug-
gest to them solutions.

The ULI California Smart Growth Initiative has been guided by a State-
wide Coordinating Committee consisting of more than 30 respected lead-
ers from the business, development, environmental, social justice, civic,
and state and local government arenas committed to advancing a coordi-
nated smart growth agenda. (See following list of committee members.)
The diverse makeup of the committee—with each member holding a
strong interest in seeing certain aspects of a comprehensive approach
advanced—resulted in recommendations that recognize the needs of
diverse interests throughout the state.

The committee met formally in six full-day sessions between March 2001
and June 2002 to identify key growth challenges facing the state, identify
major barriers to smart growth policies and projects, and recommend a
set of possible state actions to promote smart growth practices (as detailed
in this report).

The ULI California Smart Growth Initiative has sponsored smart growth
work groups at the regional level, organized by ULI district councils in
San Francisco, San Diego, Orange County, and Los Angeles. These ses-
sions have brought together leaders from the business and development
communities; environmental, civic, and social justice communities; and
the public sector—leaders who are dedicated to advancing smart growth
action plans within their regions.

Statewide Coordinating Committee of the ULI California Smart Growth Initiative

Committee Cochairs

Greenlaw “Fritz" Grupe
Chairman and CEO

The Grupe Company
Stockton, California

Will Rogers

President

The Trust for Public Land
San Francisco, California

Committee Members
David A. Abel

President and CEO

ABL Inc.

Los Angeles, California

Angela Glover Blackwell
President
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Oakland, California

Nick Bollman

President

California Center for
Regional Leadership
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Director
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Development Department

Sacramento, California
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President and CEO
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Director
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President
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Chairman and CEO
Gensler

San Francisco, California

John Gioia
Supervisor
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Gail Goldberg
Planning Director
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San Diego, California

Viola Gonzales
Executive Director
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President
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GROWTH CHALLENGES
IN CALIFORNIA .

alifornia is projected to add 6 million new residents by 2010, 12

million by 2020, and 24 million by 2040. And the state’s urbanized

areas are expanding outward rapidly. Distances between jobs and
housing are lengthening, meaning that Californians spend more time
driving and more money on transportation; housing production is
trailing the demand for present and future housing; local infrastruc-
ture is under increasing strain; and the state’s natural resources are
being threatened.

To accommodate projected population growth without putting severe
strain on the state’s resources and deteriorating the quality of life of its
residents, California needs to concentrate development more. However,
the state is moving in the opposite direction. Its most rapid growth
(measured by the rate of population growth) is occurring in largely
suburban counties characterized by low-density development—such
as Merced, Fresno, Sacramento, San Bernardino, and Riverside.

TRENDS
California’s basic growth and development trends are as follows:

+ Population is steadily increasing. The majority of this growth stems not
from in-migration but from natural increases.

¢ Urban areas are expanding rapidly. They are spilling over into undevel-
oped areas.

+ New development is primarily at low densities and largely automobile-
dependent.

+ Employment locations are becoming increasingly decentralized and
separated from residential areas.

PROBLEMS

These trends pose a number of potential problems for the state’s resi-
dents, economy, and environment, including the following:

+ severe housing shortages;

+ housing markets that are unaffordable to more than two-thirds of the
state’s residents;

¢ aprojected 100 percent increase in vehicle-miles traveled and a 200
percent increase in traffic congestion over the next 20 years;
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Traffic (vehicle-miles traveled) in the
state is projected to double and
congestion to grow even more over
the next 20 years.

+ growing concentrations of poverty in urban areas and wealth in subur-
ban areas, caused in part by the lengthening distances between afford-
able housing and jobs;

+ theloss (or fragmentation) of thousands of acres of farmland annually
to residential and commercial development (note: the Central Valley
alone is projected to lose 1 million farm acres by 2040);

+ aloss of open space;

¢ deteriorated air and water quality from pollution exacerbated by
sprawl; and

+ declining economic competitiveness attributable to high levels of traf-
fic congestion, expensive housing, and other quality-of-life issues.

BARRIERS TO SMART GROWTH

Smart growth offers a way out of the growth dilemma for California; it is
a strategy that would enable the state to develop in ways that are more
equitable, efficient, and economically sound. However, numerous struc-
tural, political, and fiscal barriers impede the spread of smart growth
practices. Key among these barriers are the following:

Fiscal zoning. California’s local government finance system encourages
localities to seek land uses and development projects that will pay (or
generate) more taxes than they will require in government services.
Under this system, which has come to be known as “fiscal zoning,” sales
tax—generating commercial uses consistently win out over housing,
resulting in a serious imbalance between commercial and residential
development.

Neighborhood opposition to new development. Nearby residents and

businesses frequently pressure local officials to modify or deny proposed
developments out of concern about density, traffic, loss of open space, or
design incompatibility. The benefits of well-designed developments in

6 ULI California Smart Growth Initiative
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terms of community livability and economic viability and the preserva-
tion of open space are not widely known or understood.

Fragmented decision making. On the local level, piecemeal localized
planning decisions, the lack of a comprehensive planning framework,
and the failure to take regional impacts into account make for bad overall
growth policy. At the state level, many agencies affect patterns of devel-
opment and community livability, but there are few or no requirements
that these agencies coordinate their plans.

Insufficient funding for infrastructure. Many local governments will
face significant infrastructure deficits in the coming decades. Insufficient
funding makes it difficult for communities to upgrade infrastructure to
support infill development and thus can discourage infill activity in
developed urban areas.

Limited funding for planning. Planning for smart growth and livability is
not included in the planning budgets of many localities with budgetary
challenges. The state generally does not provide funding to localities for
this activity.

CEQA redundancies. The California Environmental Quality Act (CEQA)
requires localities to evaluate the potential impacts of proposed plans
and projects. The evaluation and approval processes that have evolved to
carry out this task contain multiple redundancies that create uncertainty,
delays, and additional costs in the development process.

Brownfield development issues. The uncertainty and delays that often
complicate the development of brownfield sites discourage developers,
lenders, and insurers from investing in these sites. Multiple federal, state,
and local regulations under the authority of separate agencies constitute
a major obstacle, as does the threat of liability in perpetuity for develop-
ers of brownfield sites for any environmental hazards arising from the
site, regardless of the cause of the hazard.

Construction-defect litigation. The proliferation of construction-defect
lawsuits brought against builders and developers by homeowner associa-
tions has become a serious disincentive to the development of compact,
attached housing. This litigation—coupled with a lack of clear standards
for the repair and remediation of defects—has driven insurance carriers
out of the market, made it prohibitively expensive for builders to obtain
construction-defect insurance, and limited the production of townhouses
and condominiums, which have been one of the most viable housing
options for first-time homebuyers in California.

PUTTING THE PIECES TOGETHER
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EIGHT PRINCIPLES OF
SMART GROWTH

mart growth is about ensuring that growth is accommodated in

ways that are economically sound, environmentally responsible,

and supportive of community livability. It is about growth that
enhances quality of life. Smart growth seeks to remedy many of the prob-
lems associated with unsmart growth—increasing traffic congestion, lack
of affordable housing, jobs/housing imbalance (lack of housing where
jobs are located and lack of jobs where housing is located), loss of farm-
land, and loss of open space and natural resources.

The following eight principles of smart growth should serve as a frame-
work for smart growth at the state, regional, and local levels. They act as
the foundation for the committee’s recommendations for state initiatives
to promote smart growth.

1. Preserve and enhance California’s quality of life. Accommodate
growth in ways that use the state’s natural and financial resources effi-
ciently, enhance its economic competitiveness, and provide local govern-
ments more certain and adequate funding.

2. Create viable and livable communities. Ensure that existing commu-
nities remain or become vital and healthy places that provide opportuni-
ties for all residents to live, work, recreate, obtain a good education, and
raise a family.

3. Invest in transportation linked to efficient land uses. Strengthen the
links between transportation funding decisions and smart growth prac-
tices. Support smart growth practices with efficient transportation plan-
ning and investment strategies.

4. Enhance housing opportunities. Support policies to increase the sup-
ply and affordability of housing to meet the needs of California families.

5. Preserve open space, natural resources, and the environment. As
much as possible, locate new development in or adjacent to existing
communities, so as to protect air and water quality, conserve wildlife
habitat and natural land features and systems, and provide green space
for recreation and other amenities.

6. Preserve farmland. To the extent possible, avoid the conversion of
California’s prime agricultural land to other uses.

ULI California Smart Growth Initiative



Smart growth is
about ensuring
that growth is
economically
sound, envi-
ronmentally
responsible,
and supportive
of community
livability.

GEOFFREY BOOTH

7. Address growth issues regionally. Foster collaboration among state,
regional, and local governments to solve problems that are regional—and
not local—in nature.

8. Seek solutions at the grass roots. Educate and engage the communi-
ty because grass-roots, community-centered processes and procedures
are essential elements of smart growth.

PUTTING THE PIECES TOGETHER 9



THE STATEWIDE
COORDINATING COMMITTEE'S
.. RECOMMENDATIONS

California is a challenging task. The state’s size and regional diver-

sity, entrenched political interests, rapid population growth, and
complex and poorly coordinated statutory framework all work against
any one-size-fits-all solution. But this task is necessary as well. Smart
growth needs programs at the state level that can effectively address
growth and development challenges while respecting the diversity and
autonomy of California localities.

D rafting a comprehensive, workable smart growth agenda for

Smart growth promotes the growth of
livable communities that provide oppor-
tunities for all residents to live, work,
recreate, obtain a good education, and
raise a family.

While changes at the local and regional levels need to occur too, the
Statewide Coordinating Committee focused its attention on what can be
done at the state level. Its recommendations result from careful delibera-
tions. Among the criteria that the committee aimed at in drafting its state-
level recommendations are the following:

10  ULI California Smart Growth Initiative
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+ The smart growth initiatives should be compelling as well as politically
and economically viable.

¢ The recommendations should address problems that are not already
being successfully addressed.

¢ The actions recommended should be meaningful in terms of the
impact they would have if implemented.

¢ The set of recommended programs should address the needs of a broad
cross section of stakeholders and be able to mobilize their interest.

The recommendations made, it should be noted, are not antigrowth.
Growth is inevitable, and the aim of these recommendations is to assure
that growth is beneficial rather than harmful to California residents, com-
munities, and the economy. Nor do the recommendations remove neces-
sary safeguards against growth for communities, residents, and the envi-
ronment. But they do seek to avoid many unintended negative conse-
quences of such safeguards. Finally, these recommendations will not bur-
den developers and businesses with unnecessary restrictions. On the
contrary, they will provide more certainty in the development process
and a context of equitable, healthy growth that will help the state retain
competitive advantages and benefit its economy:.

Each of the committee’s recommendations addresses a different aspect
of the growth and development challenges California faces, but each also
addresses multiple needs. Together they form a comprehensive package
that could be effective in securing a more sustainable future for California.
The committee’s recommendations are listed in the box below and
described in detail in the following two sections of this report.

Recommended State Actions for Smart Growth

The Statewide Coordinating Committee of the ULI California Smart Growth Initiative recommends that
state leaders consider implementing the following incentives and regulatory reforms to advance smart
growth in California.

Economic Incentives

+ Create a program—the Community Dividend Program—to encourage and reward communities for
integrating smart growth practices into the planning and development processes.

¢ Program transportation funds to promote smart growth.

¢ Authorize tax-increment financing for transit-oriented development.

+ Provide fiscal incentives for housing.

Regulatory Reforms

+ Revise regulations governing environmental review and local planning to encourage smart growth.

+ Take steps to limit the impact of construction-defect litigation on the production of attached housing.
¢ Emphasize community building in school construction and remodeling programs.

+ Eliminate barriers to the development of brownfields.

PUTTING THE PIECES TOGETHER
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ECONOMIC INCENTIVE
.. RECOMMENDATIONS

ing the following economic incentives, detailed below, to advance
smart growth in California:

The committee recommends that state leaders consider implement-
¢ Community dividend program.
¢ Smart growth transportation funds.

¢ Tax-increment financing for transit-oriented development.

*

Fiscal incentives for housing.

CREATE A COMMUNITY DIVIDEND PROGRAM

The proposed Community Dividend Program encourages and rewards
local governments with a voluntary financial incentive—a dividend—for
integrating smart growth practices into their planning and development
processes. The program has two parts: 1) grants and forgivable loans for
planning activities that help encourage smart growth, and 2) the award-
ing of priority status for future infrastructure funds to localities that meet
defined smart growth criteria.

The Uptown
District near
downtown

San Diego offers
a mix of retail
and recreational
amenities
reminiscent of

a small town.

12 ULI California Smart Growth Initiative
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The program’s goals include improved growth patterns throughout the
state, the provision of needed planning funds to localities, the more effi-
cient use of state infrastructure funds, the provision of infrastructure that
supports smart growth projects, and support for localities that accommo-
date a share of the growth that is projected to occur in the state and
growing regions.

PLANNING LOANS AND GRANTS

The state’s provision of grants and forgivable loans for up-front land use
planning and California Environmental Quality Act (CEQA) documenta-
tion can encourage cities and counties to voluntarily seek to advance
smart growth objectives. Planning assistance would be offered to commu-
nities for the development of integrated planning strategies incorporating
smart growth objectives—for example, a diversity of housing choices, an
expansion of travel-mode choices, infill development, downtown revital-
ization, transit-oriented development, a mix of land uses, open-space
preservation, the protection of natural resources, and certainty in the
development review process. Specific criteria for providing Community
Dividend Program planning assistance will need to be developed.

PRIORITY INFRASTRUCTURE FUNDING

The state’s provision of priority infrastructure funding for cities and coun-
ties that voluntarily implement smart growth strategies would encourage
localities to practice smart growth. The Community Dividend Program
would involve the redesign of the state’s allocation systems for funding
transportation and other infrastructure, economic development, open
space acquisition (including recreational land), and the preservation of
agricultural land and environmentally important land. Specific criteria
for providing Community Dividend Program planning assistance will need
to be developed (see feature box on page 14 for some suggested criteria.)

IMPLEMENTATION

In order to establish an effective Community Dividend Program, state
administrative and legislative leaders need to take the following actions:

+ Establish a pool of funds to support the planning assistance aspect of
the program.

+ Direct that the policies of all state agencies involved in funding infra-
structure—including agencies that fund transportation improvements,
sewer and water facilities, open-space acquisition and natural resource
preservation, and economic development—incorporate criteria to sup-
port the priority infrastructure funding aspect of the program.

+ Link new funding initiatives for public facilities, including bond acts,
to the objectives of this program.

The planning and infrastructure funds made available under this pro-
gram could be particularly valuable in encouraging the integrated plan-
ning that the Statewide Coordinating Committee calls for in its recom-
mendation concerning the reform of environmental review and planning
law regulations (see page 18).

PUTTING THE PIECES TOGETHER
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lllustrative Criteria for Smart Growth Dividends

Any city or county opting to participate
in the planning assistance or the priority
infrastructure funding portion of the
Community Dividend Program must sup-
port specific smart growth practices and
policies. Actual program eligibility criteria
and the process for determining eligibili-
ty for priority funding should be estab-
lished through a collaborative effort
involving state and local government
officials.

lllustrative local actions that would be
taken in order to receive incentive fund-
ing under the Community Dividend
Program are suggested here for consider-
ation by advocates or legislators who are
interested in seeing this recommendation
implemented. The program'’s action crite-
ria should be refined and prioritized as
the program is developed.

The 14-acre Uptown
District has been
redeveloped with
an average housing
density of 43 units
per acre.

GARY BINGER
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* gives priority to projects that include pedestrians and encourage walking,

Support for the Development of
The Kinds of Housing Needed in
The Community

In support of the satisfaction of diverse
housing demand, the locality:

+ is planning to meet or exceed its
share of projected regional housing
needs;

¢ encourages higher-density develop-

ment in areas close to transit, employ-

ment centers, and community facili-
ties through location-specific density

bonuses (in addition to the state-man-
dated bonuses) or similar mechanisms;

14

affordable or mixed-income housing;
or

+ does not require conditional use per-
mits for proposed infill housing proj-
ects that meet zoning requirements.

The Promotion of Travel Choices
In support of the expansion of travel-
mode choices, the locality:

+ establishes residential densities within
walking distance of bus stations that
are supportive of local-bus service;

* adopts street design standards—such
as continuous sidewalks, on-street
parking, crosswalks, traffic calming,
and landscaping—that give priority to

especially in residential and mixed-use
areas; or

relaxes level-of-service standards for
streets in walkable neighborhoods
with access to transit, and in neigh-
borhoods targeted for infill develop-
ment or redevelopment.

The Promotion of Infill
Development

In support of infill development, the
locality:

*

inventories its vacant and underused
urban land and prepares specific
reuse strategies for various properties,
which can include surplus or aban-

PROGRAM TRANSPORTATION FUNDS TO PROMOTE

SMART GROWTH

Metropolitan planning organizations and state transportation agencies
generally program a significant amount of state and federal transporta-
tion funds each year. The California Department of Transportation
(Caltrans) has recently directed some of its resources to local smart
growth planning activities. It should carry that initiative further.

Caltrans can contribute to smart growth by undertaking the following

actions:

+ Create a pool of funds to be made available to localities on a competi-
tive basis for community planning and capital improvements that 1)
promote mixed-use development near existing or future rail stations,

2) concentrate growth along bus corridors, and 3) improve the regional

jobs/housing balance.

ULI California Smart Growth Initiative



doned institutional facilities as well as
underperforming or abandoned com-
mercial and industrial sites;

+ determines priority areas for infill
growth and initiates funding to
upgrade infrastructure—water and
sewer systems, lighting, and transit,
for example—in priority infill areas;

+ allows development rights purchased
from landowners in urban fringe
areas that are targeted for open-
space preservation to be used in infill
locations to develop at greater than
zoned densities (up to a locally pre-
scribed maximum density);

+ collaborates with agencies affected by
infill development or redevelopment,
including transportation agencies,
school districts, and various other
service providers; or

+ streamlines the permit process for the
reuse of underused land.

The Encouragement of Activity in
Downtown and around Transit
Facilities

In support of increased activity in down-

town and around transit stations, the
locality:

+ establishes minimum density require-
ments for new residential and com-
mercial development within walking
distance (one-quarter mile) of com-
muter-rail stations or bus-transit hubs;

* permits a mix of uses and the highest
appropriate intensity of residential

and commercial use in downtown
and transit-station areas; or

¢ adopts development regulations and
establishes funding programs that
encourage the location of communi-
ty-serving facilities—such as child-care
centers, libraries and other civic build-
ings, social services centers, seniors
housing, and medical facilities—in
downtown and transit-accessible
areas.

The Encouragement of
Mixed Uses

In support of a mix of uses within com-
munities, the locality:

+ plans for a complementary mix of
land uses, but not necessarily on every
site;

¢ permits residential uses in all zones
(except industrial zones), convenience
retail uses within employment areas,
and neighborhood-serving commer-
cial uses in residential zones;

+ relaxes parking requirements or
encourages shared parking for resi-
dential development above or adja-
cent to office and retail uses; or

* programs school sites as centers of
community activity, with a particular
focus on the joint use of facilities.

The Preservation of Open Space
And Natural Resources

In support of the preservation of open
space and the protection of natural
resources, the locality:

+ Provide financial and technical support to two recently established
state programs administered by the Department of Housing and
Community Development, the Inter-Regional Partnership Grants for

Jobs-Housing Balance, and the Jobs-Housing Balance Incentive Grants.

+ Integrate smart growth funding strategies into the allocation of federal

and state funds for transportation planning and capital facilities

throughout California.

+ Encourage regional organizations that allocate state transportation dol-
lars to include smart growth considerations in their funding criteria.

Ideally, Caltrans could use criteria similar to those suggested for smart
growth dividends (see box above) to prioritize its planning and capital
facilities funding. It would be desirable to reprogram certain Surface
Transportation Improvement Program (STIP) funds to emphasize smart
growth plans and projects, but Caltrans would have to take care to not
violate existing funding commitments.

+ identifies agricultural land and natu-
ral features—wetlands, wildlife habi-
tat, waterways, and so forth—that
should be protected, and encourages
the protection of identified land and
features;

¢ provides parks and open space in
built-up and revitalizing communities;

+ identifies priority sites for future
parks, and develops a financial strate-
gy for acquiring and maintaining
these areas;

+ establishes policies promoting the
clustering of development on less
sensitive land and the avoidance of
development on more sensitive land;
or

+ provides dedicated funding for open-
space acquisition and agricultural
land preservation.

The Provision of Certainty in the
Development Review Process

In support of providing more certainty in
the development review process, the
locality:

¢ provides a limited, more streamlined
environmental review process for
development projects that conform to
the mitigation measures established
in thorough front-end environmental
assessments and clearances; or

+ establishes standards that assure that
multifamily or mixed-use develop-
ment located near transit will not be
constrained by parking requirements.

PUTTING THE PIECES TOGETHER 15



A market-driven development strategy
in Brea (30 miles east of downtown Los
Angeles) has encouraged pedestrian
and bicycle travel and retail/residential
mixed-use projects in this city of 35,500
people.

COURTESY OF THE LOCAL GOVERNMENT COMMISSION

:

AUTHORIZE TAX-INCREMENT FINANCING FOR
TRANSIT-ORIENTED DEVELOPMENT

Under California redevelopment law, local redevelopment agencies are
authorized to use tax-increment financing (TIF) together with land
assembly powers to achieve redevelopment objectives in areas deter-
mined to be blighted. The state should authorize localities to use TIF
powers also in nonblighted areas near rail facilities and along major bus
corridors to achieve transit-oriented development (TOD) objectives.

The result of successful TOD can be vibrant, mixed-use communities and
pedestrian-friendly town centers with improved access to public spaces
and mass transit; enhanced property values; and the prevention of blight
in at-risk areas.

California should enact legislation allowing localities to use TIF around
major bus stops or rail-transit stations that conform to specified criteria.
TIF would be available for use within one-quarter mile of stops or sta-
tions. The criteria for use of this tool would include minimum peak peri-
od ridership on the transit route, as well as assurances that:

¢ the area is predominantly urban;

¢ critical county and other services dependent on property tax growth
are protected;

+ the hoped-for development would not reasonably be expected to
occur through private enterprise or government action, or both, with-
out tax-increment financing assistance;

¢ density standards within TIF areas are sufficiently high, parking
requirements are sufficiently reduced, and a mix of housing types is
permitted;

+ avariety of nonresidential land uses, including transit-oriented retail
and commercial development and civic uses such as daycare and
libraries, are allowed within the TIF area; and

+ sufficient affordable housing is included.
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PROVIDE FISCAL INCENTIVES FOR HOUSING

The reliance of local governments in California on sales taxes encourages
them to approve proposed commercial development and discourages
them from approving (or promoting) sufficient residential development.
This incentive structure needs changing.

Fiscal incentives for local government approval of proposed affordable
housing and other housing projects conforming to smart growth prac-
tices are needed. Even though the state currently faces fiscal limitations,
incentives that would stimulate the production of needed housing war-
rant careful consideration, because such housing would provide signifi-
cant long-term benefits to the state’s economy. Certain incentives could
be used in connection with a regional tax-sharing strategy. The state
should consider the adoption of three (not mutually exclusive) possible
fiscal incentive strategies:

+ Dedicate a portion of the growth in locally generated property or sales
taxes to encourage the production of housing as well as transit-oriented
development and to provide parks, open space, and other infrastructure.

+ Dedicate a portion of the property tax increment from specific smart
growth projects or types of projects to support local housing and other
community needs. For example, set aside a portion of the property tax
growth from transit-oriented developments for use by local govern-
ments in promoting housing and providing needed infrastructure in
the tax-increment district or nearby areas.

* Permit city/county voluntary agreements to provide for an exchange
of a portion of the city’s sales tax revenue for a portion of the county’s
property tax. The city would collect a larger share (and the county a
smaller share) of property taxes on new housing development levied
in the city and the county would levy a portion of the sales tax in the
city. In the first year, the transaction would be revenue neutral. Over
time, however, the city’s revenue base would come to depend more on
taxes on residential properties. Thus, this tax-exchange program would
reduce the city’s motivation to approve an overabundance of commer-
cial development and incen-
tivize the production of housing.
The optimum location for tax-
exchange programs would be
counties in which most urban-
ization is taking place within
city boundaries and the coun-
ties are not seeking urban devel-
opment in unincorporated
areas.

Doe Mill's 160 single-family and multi-
family homes on a 20-acre site in Chico
are being developed at approximately
twice the density of new housing in
other parts of the community. The proj-
ect has received strong support from
neighbors.

PUTTING THE PIECES TOGETHER 17
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REGULATORY REFORM
RECOMMENDATIONS

ing the following regulatory reforms, detailed below, to advance

The committee recommends that state leaders consider implement-
smart growth in California:

+ Revise environmental and planning regulations.
¢ Address construction-defect litigation.
+ Emphasize community building in school construction.

+ Eliminate barriers to brownfield development.

REVISE REGULATIONS GOVERNING
ENVIRONMENTAL REVIEW AND LOCAL PLANNING

Note: In the course of discussing regulatory reform related to the California
Environmental Quality Act (CEQA) and the role of such reform in effective
land use planning—a complicated and controversial issue that leaders in
the state are seeking to address—the Statewide Coordinating Committee
made progress in formulating certain approaches. However, not all com-
mittee members agree with all of the conclusions and recommendations
provided here on this issue. They are provided to stimulate further discus-
sion. The committee recognizes that a much more broadly based dialogue
will be necessary to develop final legislative proposals on the issue of
CEQA reform.

Two state laws guide development and conservation activities in California:
the general plan law and the California Environmental Quality Act (CEQA).
These laws are not strongly coordinated, nor are they effective in promot-
ing smart growth. The state should seek to revise these two regulatory pro-
grams to achieve three objectives: 1) improve the coordination between
local land use planning and environmental regulations, 2) improve the
ability of local governments to preserve important wildlife habitats and
other natural features, and 3) reduce barriers to smart growth erected by
these laws.

General plan law requires localities to adopt long-range plans, goals,
objectives, and policies that address development and conservation
issues, but fails to require them to specify the means for achieving the
goals and objectives or for implementing the policies. Also, general plan
law neither requires nor encourages localities to enact or pursue strate-
gies consistent with smart growth.

CEQA requires localities to evaluate the potential environmental effects
of proposed plans and projects. Projects pass through multiple—and fre-

ULI California Smart Growth Initiative



quently duplicative—stages of review that unnecessarily lengthen and
complicate the approval process. Furthermore, CEQA is often adminis-
tered by local agencies in a way that lowers planned densities and pushes
development out to undeveloped areas.

Ideally, CEQA and the general plan law should be integrated planning
tools that work together to protect environmental resources and open
space and promote smart development. In reality, the laws are imple-
mented in ways that impede smart growth. These two regulatory programs
should be revised to focus on the accomplishment of three important
smart growth goals: 1) infill development, 2) the management of urban
development in undeveloped and developing areas, and 3) improved
opportunities for the kinds of residential development needed by
California residents.

+ For infill development proposals, institute a planning process that pro-
vides for expedited environmental review under CEQA and greater
certainty in the approval process for qualifying projects.

+ For development in unincorporated areas and expanding incorporat-
ed areas, institute a smart growth planning process that protects open
space, identifies areas for future development, and encourages bal-
anced, mixed-use developments.

+ For enhancing opportunities for the kinds of residential development
needed by Californians, encourage local governments to prepare infill
plans or inventories as part of the state’s Housing Element law.

To encourage these actions, the state should offer financial incentives
and support for planning and infrastructure like that described for the
Community Dividend Program, and it should provide CEQA relief as well.

COURTESY OF POST PROPERTIES

Developed on the site of a former
regional shopping center in the heart

of downtown Pasadena, Paseo Colorado

is a mixed-use urban village with more

than 500,000 square feet of retail devel-

opment and 387 apartment homes.

PUTTING THE PIECES TOGETHER
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FOR INFILL DEVELOPMENT

While CEQA offers important environmental safeguards, it also can
inhibit infill development. The state should streamline environmental
review for urban infill projects in order to promote infill development in
urbanized areas (and thereby better protect the environment).

The first step in a streamlined review would be for a lead agency to pre-
pare an infill-focused environmental impact report (EIR) for any qualified
project that will need an EIR. (Projects that do not receive a negative
environmental declaration or are not otherwise exempt from CEQA need
EIRs.) To qualify for an infill-focused EIR, projects should meet specified
criteria to ensure that they are consistent with smart growth objectives
(see feature box below for some illustrative criteria).

The infill-focused EIR would address environmental standards up-front
in the planning process and would certify that the project meets smart
growth criteria. Thus, project alternatives, growth-inducing effects, and
cumulative effects would not have to be addressed.

The infill-focused EIR would need to address the following issues: park-
ing, traffic, community design, and open space. It could provide clear
standards and mitigation measures for these project elements.

The infill-focused EIR would be circulated for comments for a period of
not more than 30 days, and be subject to limited judicial review (expedit-
ed review and a limited standard of judicial review including judicial def-
erence to the lead agency’s decision) and a 30-day statute of limitations
for challenges.

FOR THE MANAGEMENT OF URBAN DEVELOPMENT IN
UNDEVELOPED AND DEVELOPING AREAS

The state should seek to strike a balance between environmental conser-
vation and protection on the one hand and development in designated
smart growth areas on the other by encouraging more comprehensive

lllustrative Criteria for Infill-Focused EIRs

To qualify for streamlined environmental ¢
review, proposed infill developments
would have to meet specified criteria to
assure that they are consistent with smart
growth objectives. The following criteria
are illustrative of what the state could use
to determine the eligibility of a project.

The project is consistent with the
applicable zoning ordinance, and
with any applicable specific plan, local
coastal program regulations, and
other applicable regulations.

¢ The project can be adequately served
by utilities.

+ The project is located within an
urbanized area—either within city
limits or within designated smart
growth boundaries in an unincorpo-
rated area—and is substantially sur- .
rounded by existing urban uses.

¢ The project site has no value as habi-
tat for endangered, rare, or threat-
ened species.

The project site poses no significant
health hazards to future occupants.

* The project is consistent with the local  + The project is within a specified dis-

¢ The project’s density is at least 20

dwelling units per acre or is equiva-
lent to at least 150 percent of the sur-
rounding density, whichever is feasi-
ble.

The project incorporates adopted
local or regional mitigation require-
ments—such as traffic or transit fees,
water quality measures, and open-
space fees.

The locality has a certified housing
element and residential uses were
considered.

general plan, and the EIR for the
applicable general plan was certified
within ten years of the date of the
project application.

tance of a public transportation node
or system.

¢ The project will improve the regional
jobs/housing balance.
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approaches to planning on the part of cities and counties, which would
support smart growth practices by providing greater certainty in the
development process. Initial implementation of a comprehensive plan-
ning initiative could occur on a voluntary or pilot basis. The initiative
could involve—singly or in combination—1) new county/city planning
efforts and 2) extension of the LAFCO (Local Agency Formation Commis-
sion) process to address proposed expansions of urban development and
the establishment of new communities.

County/City Comprehensive Planning. Interested cities and counties
could draft 20-year comprehensive plans that would provide all stakehold-
ers in the development process with more reliable information on regula-
tory and investment trends. Counties should undertake such planning
efforts in close collaboration with affected cities and property owners.

Such plans would designate areas in which growth will be fostered by
public policies and public investment and areas in which the conserva-
tion of appropriate open space, critical habitat, and prime agricultural
lands will be fostered by public policies and investment. Alternatively,
they would designate certain areas in which growth can occur and cer-
tain other areas that will not be urbanized.

Such plans and their supporting EIRs should be reviewed and revised on
a periodic basis—every five or ten years—to account for revised growth
projections and changing conditions.

Planners would use state and regional population and employment fore-
casts to determine the amount of growth that should be planned for,
while also taking into account how much of the forecasted growth can
be practically and feasibly accommodated through infill development in
urbanized areas based on best practices, maximum feasibility, and other
factors (including how much infill development actually occurs in the
planning area in an average year).

Localities participating in long-term comprehensive planning would des-
ignate smart growth areas in which development must meet defined cri-
teria (for example, be of a minimum density, feature pedestrian-oriented
design, contribute to the regional jobs/housing balance, provide transit
accessibility, provide parks and open space, and respond to certain miti-
gation requirements). In determining the location of smart growth areas,
planners should give consideration to the presence of prime agricultural
land or critical habitat and ascertain whether candidate areas are part of
a conservation plan approved by the state.

Long-range plans must be in full compliance with CEQA under current
rules. (That is, they must receive EIR certification.) Once a plan’s EIR is
certified, no CEQA litigation would be permitted for conforming devel-
opment proposed within designated smart growth areas. This CEQA
incentive will provide greater certainty in the development process and
encourage private investment and development in fully planned smart
growth areas.

Extension of LAFCO Process. Managing urban development in rural and
newly urbanizing areas could be accomplished also through extension of
the Local Agency Formation Commission (LAFCO) process. Smart growth

PUTTING THE PIECES TOGETHER
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Located 30 miles north of downtown

Los Angeles in the Santa Clarita Valley,
Valencia Town Center contains a wide
mix of uses, including office, hotel, resi-
dential, retail, and entertainment. For
the occupants of the development’s 560
apartments and of another 5,000 attached
and detached residences nearby, the
town center’s many destinations are
easily accessible by walking or bicycling.

The city of Sacramento’s Redevelopment
Agency provided a $1.2 million loan to
the developer of Metro Square to build
45 single-family homes on a 2.2-acre infill
site in the Midtown neighborhood,
which reduced project costs and kept
sale prices at an affordable level.

criteria—“factors of consideration” in LAFCO’s terminology—could be
developed and followed for all annexations. Furthermore, the LAFCO
review process could be applied to proposed major expansions of urban
development and the proposed establishment of new communities in
unincorporated areas. Factors of consideration could include smart
growth standards and a determination—based on an infill-site inventory
or infill development plan (see next section)—that the supply of feasible
infill sites is inadequate to meet projected growth demands.

FOR HOUSING PRODUCTION

Local governments should be encouraged to take an inventory of infill
sites or prepare an infill plan as part of the state Housing Element law.
And a CEQA exemption should be granted to qualifying infill projects in
cities and counties with an adopted infill plan that was developed in full
compliance with CEQA.

A qualifying infill plan should cover the following bases:
+ identify housing production goals for infill development;

+ identify all potential infill sites (including vacant and underused prop-
erty, reusable buildings, and brownfield parcels);
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+ suggest how barriers to infill development can be removed;

+ provide incentives for infill development;

+ specify minimum requirements for infill projects;

¢ report annually on the amount of infill development occurring;
¢ adjust annually the forecast for infill development; and

+ establish strategies by which the locality can achieve its fair share of
housing needed in the region.

TAKE STEPS TO LIMIT THE IMPACT OF
CONSTRUCTION-DEFECT LITIGATION ON
THE PRODUCTION OF ATTACHED HOUSING

The production of attached housing—condominiums and townhouses—
is the most economical means of providing more homeownership oppor-
tunities for California residents and particularly for first-time homebuy-
ers. But the production of attached housing in the state has fallen dra-
matically in recent years, from 19,000 units in 1994 to 6,000 units in 2001.

The risk of construction-defect litigation is a major factor in this produc-
tion drop-off. The high probability of being sued for construction defects
has made it difficult for builders to obtain construction-defect insurance,
which is available only at extraordinary prices. Most insurers and builders
have been driven out of the attached-housing market. Many design pro-
fessionals as well design only a limited number of attached houses if any;,
due to the risk of construction-defect litigation.

Regulatory reform that encourages the construction of higher-density,
attached, for sale housing is needed to achieve the objectives of smart
growth in any meaningful way. In the absence of appropriate reforms, the
homeownership rate in California will likely remain the second lowest in
the nation.

Redress should be available to homeowners when builder negligence
causes construction defects that could result in physical injury or proper-
ty damage. However, the nature of construction defects varies widely and
the law provides no guidance for distinguishing minor cosmetic or aes-
thetic defects from defects that threaten physical harm or major property
damage. Furthermore, under the current system builders have no oppor-
tunity to remedy defects prior to litigation, and homeowners receive little
assistance in evaluating the source and significance of defects and obtain-
ing remedy short of a costly and lengthy legal process.

The state should devise a strategy for resolving construction-defect dis-
putes that both protects the rights of homeowners and encourages
builders to produce well-designed, high-quality attached housing.
Establishment of some of the following remedies and conditions could be
included in this strategy:

+ the right of the builder to inspect and repair defects prior to the filing
of litigation;

PUTTING THE PIECES TOGETHER
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The Crossings, an
18-acre pedestrian-
friendly neighbor-
hood in Mountain
View (30 miles
south of San
Francisco), was
developed on the
site of a failed
auto-oriented
shopping center.
It incorporates
retail uses and a
mix of housing—
townhouses,
apartments, and
single-family
houses—including
15 percent afford-
able units.

+ a contract between the builder and the original homebuyer (and any
subsequent homebuyers) providing full coverage of the cost to repair
construction defects;

¢ afair and rapid out-of-court dispute resolution system to resolve dis-
agreements and provide for repairs deemed legitimate;

+ independent third-party inspection and certification of construction-
defect repairs;

+ maintenance standards for homeowner associations (to reduce the
incidence of building problems resulting from improper maintenance
or neglect);

+ construction-defect definitions and standards developed specifically
for affordable attached housing;

+ limits on other tort remedies (punitive damages) in defect litigation,
except in the most egregious cases;

+ insurance products that protect all design professionals and contrac-
tors associated with the project;

¢ astate insurance pool covering construction-defect risks; and
+ the encouragement of higher standards of homebuilding.

The state legislature, the governor, and the attorney general should con-
sider establishment of a commission or task force to bring together
builders, insurers, trial attorneys, public officials, and other interested
parties for the purpose of finding ways of making construction-defect liti-
gation less of an impediment to the production of attached housing.
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EMPHASIZE COMMUNITY BUILDING IN SCHOOL
CONSTRUCTION AND REMODELING

School infrastructure needs statewide are estimated to require $40 billion
of spending. The state is now spending significant amounts of school-
bond funds for modernizing and building schools, and the state legisla-
ture is considering a new $25 billion bond program for K-12 schools.

School construction projects offer smart growth opportunities. Land use
efficiency can be increased by programming multiple uses—museums,
libraries and other community facilities, parks—for school properties.
School facilities can serve as community anchors by providing a variety
of uses and functions extending beyond the hours they are typically used
for educational purposes. School construction in developed urban areas
provides redevelopment opportunities and expanded educational and
recreational opportunities.

However, most school construction and modernization projects tend to
be planned without community collaboration and without consideration
of joint-use opportunities. Also, current state rules favor large schools on
large sites, which often makes it difficult for urban school districts to
build new schools and diminishes opportunities for community building
by isolating schools from neighborhoods, necessitating more auto usage,
and increasing commute times for teachers and students. Furthermore,
local school districts tend to view joint use as an unwanted complication
to the already challenging process of designing, funding, and construct-
ing schools. In planning school projects, local school districts are not
incentivized to consider community policies and goals and other com-
munity-planning factors.

The state should work to assure that funds associated with state school
bonds are awarded in ways that encourage sound community planning,

School construction projects provide
opportunities for neighborhood
revitalization and for the inclusion
of community-based educational
and recreational facilities.

COURTESY OF LCOR, INC.
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the joint use of school facilities, and better and more efficient land use.
School facilities should serve a variety of community needs; and schools
should act in partnership with a wide array of public, civic, and private
organizations to accommodate community needs. Joint use is a key to
making K-12 schools the centers of their neighborhoods. Joint-use devel-
opment accommodating direct access to community uses—Ilike libraries,
gymnasiums, auditoriums, health clinics, athletic fields, and performing
arts space—requires smarter designs for new and renovated schools.

To emphasize community building in school construction projects, the
state should 1) rank funding applications based on smart growth criteria,
2) reduce barriers to smarter school design, and 3) directly fund the
implementation of model projects.

Using the State Infrastructure Bank scoring process as a model, the board
that allocates state K-12 school funds should rank applications for school
construction funds on a scale that gives a majority of points to such
smart growth factors as the following:

+ The project provides for the joint use of school facilities with nonprofit
or public agencies.

¢ The design and location minimize automobile trips and commute
times for students, teachers, and parents.

¢ The site is of the minimum size needed for meeting student space
needs. (The Department of Education currently accepts a number of
strategies for minimizing site sizes, including multistory schools, the
joint use of facilities, the use of off-site facilities, structured parking,
rooftop play areas, and shared fitness and athletic facilities.)

¢ The project involves the redevelopment of underused urban land or
the adaptive use of obsolete buildings.

+ The project protects agricultural land and open space.

The state should reform its funding procedures, revise its school con-
struction standards, and otherwise work to remove barriers to the joint
use of K-12 facilities and to the design and programming of neighbor-
hood-serving schools. For example, the state should revise the minimum
acreage requirements for school sites and the building and construction
code requirements for school renovations.

Finally, the state should set aside a small portion of its school-bond fund-
ing to plan and implement joint-use projects and model school design
and construction projects that are based on smart growth principles of
community planning.

ELIMINATE BARRIERS TO THE DEVELOPMENT OF
BROWNFIELDS

Abandoned, idled, underused, and often contaminated industrial and
commercial sites in urban, suburban, and rural areas offer significant
opportunities to accommodate housing and jobs. In urbanized areas, the
development of brownfields can strengthen the tax base. Development
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on California brownfields is presently discouraged for a variety of rea-
sons, including the state’s uniquely complicated regulatory structure.

Multiple federal, state, and local agencies exercise overlapping jurisdic-
tion over brownfield cleanup and development in California. The appli-
cable procedural and legal requirements of the different oversight agen-
cies exhibit substantial differences. The state Department of Toxic
Substances operates a program modeled on the federal Superfund pro-
gram that is targeted to assure cleanup of the most complicated and
controversial properties. The regional water quality control boards have
established somewhat more flexible procedures for brownfield cleanup.
The brownfield oversight requirements of local agencies—including
health departments, fire departments, and redevelopment agencies—are
varied and broad, contained sometimes in relatively informal memoran-
dums of understanding and sometimes in detailed ordinances.

Each involved public agency establishes its own cleanup standards. De-
pending on the standards that apply, cleanup schedules and costs can
vary dramatically. The maze of laws and requirements that apply to most
brownfield projects can be daunting; and compliance with these laws and
requirements still does not relieve the developer—and in some cases the
local agency—from significant long-term liability. Moving through the
cleanup process and gaining the required approvals is time-consuming.
Often, developers must hire specialists simply to understand what is
required.

To promote the cleanup and reuse of brownfields, the state should estab-
lish a multifaceted and coordinated program that provides clear and
definitive guidance on brownfields development. It would probably be
advisable to consolidate brownfields oversight under one roof by naming
a single lead brownfields agency or coordinating agency. At a minimum,
the state should provide an official guide to California’s brownfields regu-
latory maze.

Also, state legislation should be aligned with the federal Brownfields
Revitalization and Environmental Restoration Act (2002) to eliminate
conflicting or redundant regulations and clarify liabilities and require-
ments for the development of brownfields.

EmeryStation
Plaza, a mixed-
use development
adjacent to the
Emeryville Amtrak
Station in the San
Francisco Bay area,
includes a multi-
modal transit cen-
ter, offices, retail
uses, and housing.

COURTESY OF HELLER*MANUS ARCHITECTS
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The smart growth movement in
California opens up opportunities to
make key changes in longstanding
growth patterns.
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STEPS

Committee’s recommendations aim to identify priority areas where

T he ULI California Smart Growth Initiative’s Statewide Coordinating

state actions, including incentive programs and regulatory reforms,

could significantly contribute to smart growth. There is a growing con-
sensus in California about the need for smart growth, and this bandwag-
on offers an opportunity to effect real change, to make key changes in
longstanding growth patterns—and thus address the problems associat-
ed with those growth patterns.

The implementation of these smart growth recommendations will help
to make California a place where—20 to 40 years in the future:

*

activity-filled cities thrive;

there is a workable balance of compact, efficient, transit-served com-
munities and low-density, suburban developments;

housing at all prices is in healthy supply;

jobs, housing, and other uses are located near one another—and long
commutes are less necessary;

green space is preserved and farmland protected; and

underused urban land continues to be recycled for viable commercial
and residential development.

Implementing the state initiatives
for smart growth recommended in
this report will not be easy. Their
success depends on the support of
multiple stakeholders, policy mak-
ers, and committed leaders through-
out the state. But the results will be
well worth the effort. The kinds of
incentives and regulations pro-
posed here, if intelligently designed
to promote smart growth, promise a
satistying quality of life and healthy
economy for the next generation of
Californians.

GARY BINGER
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Urban Land
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For more than 65 years, ULI-the Urban Land
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America’s preeminent voice for encouraging
and fostering high standards of land use
planning and real estate development.
Membership in the Urban Land Institute makes
a personal statement of support and belief in
these principles.
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