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Purpose of the Hearing

The hearing opened a public debate on the costs and benefits of current parking policies and explored the role that parking pricing can play in achieving social goals such as economic development, traffic congestion reduction, clean air, and arresting climate change.  In essence, the hearing was intended to revisit our policies on parking to see if they meet today’s needs.   
The hearing provided an introduction to current parking policies and their impacts and described the potential for addressing these impacts through parking policy reform.  The hearing also highlighted examples of innovative parking policies adopted by local governments and discussed other possible reforms that could also be considered.    

Brief Synopsis of Speakers’ Remarks
Dr. Donald Shoup, UCLA
Dr. Shoup testified that it often appears that California is a sea of parking lots.  That’s because most local governments make two mistakes in parking policy: 1) they keep curb parking free or cheap; and 2) they require developers to provide too much off-street parking.  These policies skew travel choices, distort urban form, degrade urban design, raise the cost of housing and other goods, impede the reuse of older buildings, limit homeownership, damage the urban economy, and harm the environment.  
Dr. Shoup proposed three reforms in parking policy: 1) charge the right price for curb parking, which means the lowest price that will leave one or two vacant spaces on each block; 2) return meter revenue to the neighborhoods that generate it in order to build political support; and         3) reduce or remove off-street parking requirements, which facilitates higher-density development and the reuse of older buildings.  
Dr. Shoup used slides to demonstrate how the elimination or reduction of minimum parking requirements could turn half-empty parking lots surrounding major employment centers into attractive higher density, mixed-use communities with housing adjacent to jobs.  There policy reforms can increase the supply of housing and reduce unnecessary vehicle trips, traffic congestion, air pollution, energy waste, and greenhouse gas emissions.  Moreover, the effects can occur quickly.  
Dr. Allison Yoh, RAND Corporation
Dr. Yoh reported on a 2008 study published by the RAND Corporation that looked at short-term strategies for managing traffic congestion.  While the study was limited to the Los Angeles region, the findings are generally applicable in other regions as well.  In order to reduce traffic congestion, the study supported the need for complementary policies to maximize the efficiency of existing road capacity with technology, to improve alternative transportation, and to manage demand and raise revenue through pricing, including the pricing of parking.  Traditional capacity improvements to freeways and roads, on the other hand, are less effective because the short-term reduction in congestion encourages existing congestion-averse drivers to return, a phenomenon known as “triple convergence.”  
The use of pricing is critical to the success of the three-part strategy.  Pricing makes drivers pay the true cost of driving and thereby decreases the demand for road and parking capacity.  In addition, the pricing of parking allows the private market to determine when it is efficient to build more parking capacity and raises revenue for needed investments.  

Dr. Yoh made three parking-related recommendations to reduce traffic congestion: 1) eliminate curb parking on arterial streets during peak hours, which frees up lane capacity and increases travel speeds; 2) institute variable rates for curb parking, which effectively eliminates cruising for parking spaces; and 3) encourage or require more businesses to cash out parking benefits for employees, which can reduce automobile commute trips by up to 15%.  Dr. Yoh admitted that these measures are often controversial but highlighted the compelling benefits.  Such reforms are extremely cost-effective to implement, are equitable when implemented widely, can reduce the cost of housing and other goods, and can raise revenues to address impacts on lower-income drivers.
Justin Horner, Natural Resources Defense Council
Mr. Horner testified that nearly 38% of California’s greenhouse gas emissions come from the transportation sector and that the Natural Resources Defense Council (NRDC) advocates a three-pronged approach to reduce these emissions and achieve AB 32 goals: cleaner cars, cleaner fuels, and reductions in vehicle miles traveled (VMT).  Reducing VMT is critical, because if VMT growth continues on its historical course, the increase in driving could neutralize the environmental benefits expected from cleaner cars and fuels.
Parking policy can influence greenhouse gas emissions by facilitating or discouraging certain modes of travel.   Currently, over 90% of parking is free, which creates an economic subsidy for car travel and increases driving.  The cost of this subsidy is born by nearly all Californians in higher housing costs, rents and prices for goods, regardless of whether they drive.  Using pricing in parking, on the other hand, can significantly reduce VMT and emissions.  A 1997 Air Resources Board (ARB) analysis of employers who participated in the state’s parking cash-out program found an average 17% reduction in solo driving per employer and a 12% drop in average VMT per employee per year.  A 1996 ARB study likewise found a 1% VMT reduction when job-related parking was priced at $1 per day and reached around an average 2.5% reduction at $3 per day.  Mr. Horner suggested that the price of parking, at the very least, should reflect its true cost and send a clearer signal to drivers as to the real cost of driving.  In addition to charging market prices for parking, unbundling parking costs from commercial and residential lease and purchase costs can achieve this goal.
Mr. Horner also stated that off-street parking requirements, initially designed to eliminate congestion and improve air quality, instead encourage driving, reduce development densities, and increase the cost of development, especially infill development.  Land committed to parking cannot be committed to other uses, and the cost of providing free parking can hamper developers’ ability to complete projects.  While compact development can reduce VMT by 40%, parking requirements often make it impossible to achieve the densities needed to attain this level of benefit.  Ultimately, creating maximum off-street parking requirements is appropriate, but prohibiting localities from establishing parking minima is an important first step.  
The challenge of climate change requires immediate action, and parking policy reforms can be done now, at relatively low cost, and have a major impact.  They are the proverbial “low hanging fruit.”  Emission reduction strategies that cost less than $30 per ton are considered to be extremely attractive, and market-priced parking actually generates $1400 in public revenue for each ton of emissions eliminated.
Dan Zack, City of Redwood City
Mr. Zack testified that Redwood City was a city that wanted to grow, especially in its downtown area, but could not achieve the infill development that was necessary to grow with the parking requirements it had.  The cost to developers of private parking made projects infeasible, and the city could not afford public parking lots or structures.  In order to fulfill its goals, the city implemented five key parking reforms in its downtown area: 

· The city simplified and reduced parking requirements for new development.  Twenty-six separate parking standards were streamlined to three and included maximum parking requirements.  Older buildings were exempted from the parking requirements when uses change.  Developers were given credit for shared parking and allowed to pay in-lieu fees.  Design standards were adopted for how parking interfaces with the street. 
· The city adopted performance-based pricing for all curb meters.  The council set an 85% occupancy goal and authorized staff to monitor occupancy and alter rates accordingly.  

· The city eliminated time limits at curb meters.

· The city dedicated surplus revenue from the parking meters to the neighborhood.  

· The city employed multi-space meters that opened up and beautified sidewalks and were more user-friendly.

The result has been that parking turns over better in the downtown area.  Occupancy on Broadway has gone from 100% to 82%, ensuring that spaces are available and motorists do not have to cruise the block.  The average length of occupancy has neared the desired one-hour mark, and monthly permit sales for city garages have increased 50% as downtown employees have moved off the street.   Good pricing has indeed created the turnover and vacancies needed to reduce congestion and provide easy access to area merchants.  More importantly, the desired growth has come to the downtown core.  Some patrons love the system, some hate it, and most have simply accepted it.  
The city also learned a few lessons in the process.  From the beginning, one needs to bring the community in, use their ideas where possible, and obtain and their buy-in.  It’s important to level with people on the benefits and drawbacks, to include program elements that are important to stakeholders, and to make sure that signage and meters are user-friendly.  

Mr. Zack also recommended two ways in which the state could facilitate the efforts of local governments interested in achieving parking reforms: 1) clarify that parking meter rates may be set administratively; and 2) clarify the purposes for which parking revenues may be used.  
Mark Yamarone, City of Pasadena
Mr. Yamarone described how the City of Pasadena has focused its parking policies on achieving three goals: neighborhood protection, congestion reduction, and trip reduction.  To implement these policies, the city has adopted maximum parking requirements in transit-oriented districts, created new parking meter districts in Old Pasadena and other downtown business districts, dedicated the revenue within these districts to beautification and improvement of the districts, set monthly rates at city-owned garages in a way that encourages employees to park in the garages rather that in front of businesses, and established  a parking credit program that sold spaces in city garages to new downtown uses as a way for the historic businesses to meet their parking requirements.  In addition to these city initiatives, the private market has begun to unbundle (i.e., charge separately for) the cost of a second parking space associated with rental housing in transit-oriented developments.  
Mr. Yamarone said that Pasadena has more work still to do to fully achieve its goals, especially in areas outside of downtown.  As it looks to the future, the city is focusing on charging the right price for meter parking, creating residential benefit districts in areas where available parking spaces are in demand, expanding the reach of parking cash-out programs offered by employers, and more fully unbundling the cost of parking in residential and commercial leases.  

As a result of its efforts, the city has learned a few lessons.  First, if the current private parking supply could be shared with new development, the city may not need to build more parking, but it does need to manage its parking better.  Second, as the city established meter zones and pricing for parking, it put mechanisms in place to prevent drivers from parking for free in the neighborhoods.  Lastly, the role of transit and the bicycling and the pedestrian environment is very important.  In order to get drivers out of their cars, there needs to be alternatives.
Nathaniel C. Ford, Sr., San Francisco Municipal Transportation Agency
Mr. Ford testified that managing parking supply and demand is crucial to effectively addressing many transportation issues, including congestion, the viability and reliability of transit and other alternatives to driving, and greenhouse gas emission.  The cost of parking is one of the most significant factors in whether or not people choose to drive.
As the economy and housing supply grow, traffic congestion in San Francisco is projected to worsen significantly, but the city has neither the space nor the money to build more roads.  In order to maintain its economic competitiveness, the city must find ways to accommodate the growth in total trips without adding to the number of car trips.  Some past policies will help in this regard.  The city has been able to accommodate massive job growth in the past without increasing car trips by strictly limiting the addition of new parking spaces downtown and by creating more attractive public transportation.  The city has phased out residential minimum parking requirements in ever-growing areas of the city and set maximum parking requirements of less than one space per unit in several downtown neighborhoods.  The city has also established bicycle parking requirements citywide, expanded car sharing, and expanded the unbundling of parking costs from housing costs.
In addition to managing the supply of parking, this summer the San Francisco Municipal Transportation Agency plans to begin implementing the SFPark Program, a large-scale pilot program using new technology to more actively manage parking demand through demand-responsive pricing and improved parking information.  The program will employ new variable-rate parking meters and in-street occupancy sensors that will allow parking prices at curb spaces and city garages to be set according to demand.  Longer time limits and user-friendly payment options will make parking more convenient, and real-time information to users will allow drivers to know where parking is available and at what cost.  The program will also address the management of parking for the disabled, residential parking near commercial corridors, and on-street commercial loading.  
The Agency expects the program to significantly reduce traffic congestion by reducing double parking, by reducing cruising for cheap or available parking spaces, and by helping drivers find available parking more quickly.  Moreover, demand-responsive parking pricing will encourage some drivers to delay trips to off-peak times or choose other ways to make the same trip.   The public reaction to this program has been uniformly positive because the community realizes that the program’s congestion reduction benefits will benefit everyone.  

Patrick Siegman, Nelson/Nygaard Consulting Associates
Mr. Siegman testified that minimum parking requirements adopted by local governments are counter-productive to many of today’s needs.  Largely adopted in the 1940s and 1950s, minimum parking requirements were originally intended to alleviate traffic congestion, improve air quality, and prevent spill-over parking problems.  In reality, they can exacerbate traffic congestion and air pollution, and because the intent of minimum parking standards is to require more parking than the private market would otherwise build, there are many other unintended consequences.  Most developments end up with excess parking capacity constructed at great cost, and because parking is free, the cost of parking is then hidden and bundled into higher costs for all goods, and travel choices are skewed towards driving.  Mr. Siegman encouraged the committee to look closely at Great Britain which has prohibited its local government from applying minimum parking requirements and encouraged localities to set maximum parking standards.  In addition, more than a dozen American cities have abolished minimum parking requirements in parts of the city.  In many cases, the removal of minimum parking requirements has allowed development to flourish, such as in Petaluma, California, where it was key to the development of a theater district.
Mr. Siegman stated that parking pricing has a significant effect on traffic.  He presented data from various studies in areas with little public transportation that showed an average 26% decrease in parking demand when drivers were given an average of $49 in financial incentives.  In South San Francisco, Genentech began offering its employees $5 per day for each day they did not drive to work.  After two and a half years, the drive alone rate of its employees dropped from 78% to 65%, and Genentech saved $25-50 million on the construction of parking spaces.  One of the key reasons that fewer employers offer parking cash-out incentives is that it is very expensive to build all the employee parking spaces required by a local government and then pay employees not to use them.  If minimum parking requirements were removed, far more firms would find it financially feasible to develop strong transportation demand management programs similar to those at Genentech.  
Mr. Siegman also advocated the unbundling of parking costs from commercial and residential leases.  In Bellevue, Washington, the city requires downtown building owners to include parking costs as a separate line item in leases and requires that the parking cost be at least twice the cost of a bus pass.  As a result of this policy and other transportation demand management policies enacted by the city, the drive-alone rate to downtown dropped from 81% to 57%.  At the Gaia apartment building in Berkeley, California, the owner set parking fees at $150 per month.  The result was that the 237 adult residents own a total of 20 cars.  Abolishing minimum parking requirements, harnessing the power of pricing in parking, and unbundling parking costs can meet today’s needs by reducing housing costs, traffic, and pollution.
Josh Shaw, California Transit Association
Mr. Shaw testified that without access to safe and reliable transit, parking rates are often inelastic.  To reduce driving, drivers need to have a viable alternative.  When speaking of parking reform, one fear of transit providers is that demand for transit will increase without the resources to meet that demand.  To the extent that parking reform makes transit more attractive and increases ridership, there will be additional farebox revenue, but farebox revenues never satisfy the full cost of transit.  To ensure that adequate resources are available, Mr. Shaw encouraged the shift of some portion of new parking revenue to transit and stressed the need for the state to financially support transit operations.  
Conclusion and Findings

This hearing started a state-level discussion of parking policy and highlighted numerous reforms that could provide significant benefits in terms of parking management, congestion reduction, greenhouse gas emission reductions, air quality, economic development, housing availability and cost, and social equity.  

Based on the testimony at the hearing, committee staff proposes the following findings:

· As a general rule, minimum parking requirements require more parking spaces than the private market would provide on its own, significantly adding to the cost of housing and commercial development.
· Minimum parking requirements often make it infeasible to bring new uses to older buildings and to develop infill parcels, hindering the ability to achieve denser development.

· Excessive parking requirements spread out development, increase travel distances, and make the environment less friendly to pedestrians and less viable for transit.
· Parking is never free.  In fact, the cost of land and construction to provide parking spaces is extremely high, and these costs are passed on to consumers in the form of higher prices for housing and other goods for everyone, including those who do not drive.

· Free or cheap parking at the large majority of destinations masks the true cost of driving and artificially skews transportation choices towards automobile trips, increasing parking demand, vehicle miles traveled, and air emissions.

· Free or cheap parking meter rates create a lack of vacancies, which results in additional congestion as drivers cruise for available parking spaces.

· Parking reforms are one of the most cost-effective ways to achieve congestion reduction and greenhouse gas emission reduction benefits.  Reforms can be implemented at little to no cost to the public sector and can even generate revenues to support transit services, neighborhood improvement and beautification, and other services.

· Employing pricing, including parking pricing, is key to reducing traffic congestion on roads and highways because it is the one strategy that permanently reduces demand by changing behavior.  
· Reducing driving demand is also critical to achieving AB 32 goals for greenhouse gas emission reductions.  The transportation sector is the biggest single contributor to greenhouse gas emissions, and absent a reduction in driver demand, emissions from VMT growth could easily outweigh reductions from cleaner fuels and more efficient vehicles.

· A number of local governments in California have begun implementing parking reforms, including eliminating minimum parking requirements, charging market-rates for public parking spaces, generating political support for market-pricing by creating parking benefit districts, expanding employer participation in parking cash-out programs, and unbundling parking costs from other lease costs. 

· There is general agreement that parking reforms can have significant benefits, but there is not a consensus on whether the state should encourage and enable local efforts or require some level of reform.  
· Implementation of parking reforms has the potential to increase demand for public transit at a time when transit providers already are receiving insufficient operating support.  Additional consideration must be given to increasing support for public transportation.
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