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BACKGROUND 

On March 29,2007 tlie City Council will liold a study sessioii on tlie ii~lportaiice of tlie City's 
einployiieilt larids to iliaintaiii aiid foster the City's ecoiioizly and overall quality of life. A draft 
agenda for this study sessioii (attacluiient 1) is attached. The i~~foi~i~at io i i  below provides 
bacltgrouild infoi~nation on ltey issues to be covered in the foi~licomiiig study session. 

PURPOSE 

Tlie overall pul-pose of tlie Study Sessioil is to engage tlie Couiicil ill a discussion about tlie roles 
of San Jose's employinelit lands aiid prepare the Coulzcil for its future decisiorls affecting 
emplo y ~ i e n t  lands. 

OUTCOMES 

The expected outcoines of this Study Sessioli are to: 

Discuss tlle status aiid outlook of Saii Jose's eiiiployliielit larids based on existing arid 
potential jobs, revenue generation, comparison witli other cities in Califomia, conversiorl 
activity, and otlier related topics. 

Provide direction for tlie staff to explore and bring back to Council, for future coiisideratiorl, 
possible further actions to protect, a~~gnlent, and modify rerriainiiig eiriployrieilt lands sucll as 
initiating ainendments to tlie S a ~ i  Jose 2020 Geiieral Plan, a~nendments to the City of Saii 
Jose Zoriiilg Ordinance, arid revisioiis to the Frarneworl~, as a Guideline, to Evaluate 
Proposed Conversions of E~iiploymeiit L,ands to Other Uses (hereafter referred to as tlie 
Employlient Lands Frailieworlt). 
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Provide general baclcgrouild infollnatiori as additional context for consideration in connection 
with upcolniizg liearings on General Plan amendments that propose the collversion of 
einploynent lands to otlier uses. 

ANALYSIS 

Overview 

The City Council's study sessiolls on the Sax1 Jose 2020 General Plan contiilue to address a 
iiuinber of the City's strategies for prol-noting economic developi~~ent, eilliaizciiig quality of life 
for all residents, preserving open spaces, and directing growl11 to tlie appropriate places. 

During the Study Session on the General Plan, held on October 27, 2006, the Council and staff 
discussed the importance of tlie preservation arid efficient utilization of Sail Jose's employment 
lands. Tlie Downtowi~ Revitalizatioil study session scheduled for March 19, 2007 will focus 011 
how tlie General Plan's vision and Major Strategies support the impol-tant role that Dowiitowil 
plays in economic developlnerit and a creative cultural center. 

The March 29'" Study Session provides an opportunity for the Council to discuss econoinic 
trends related to the City's ernploylneilt lands. The first part of tlie Sessioil will explore 
quantitative measures associated wit11 the current status of the en~ployment lands, collversion 
trends, revenue generation, arid coinparisons wit11 other cities. This information is intended to 
answer tlie questions raised by the Mayor's Trallsition Teain regarding historic conversion 
activities and consideration of possible i~litigation ineasures for tlie loss of einploynent lands. 
Della Belzer of Strategic Ecolloinics has reviewed the data and will participate in the discussion. 
Ms. Belzer is the econoi~iist who prepared the fiscal and econon~ic analysis underlyirig the 
Couilcil adopted "Employment Larids Framework" (see attaclunent 2). 

The second part of the Study Session will be a presel~tation of staltel~older perspectives through a 
panel consistiilg of a real estate brolter, property owner, slllall business owner, and a 
neighborliood leader. This section is intended to be interactive with the opportuility for the 
Mayor and Couilcil to engage in dialogue with the panel. Staff will also be available, as 
appropriate, to participate in the discussion. 

The third part of the Study Session is a discussioii of the Einploy~nent Lands Franlework and 
opportunities to provide illore clarity regarding areas to protect from, consider for, or encourage 
conversion to residential or retail uses. As a city with an active real estate industry, it is 
iinportant for Sail Jose to set clear policy direction for land use to ensure liousing is in the right 
locations, enhance business oppoi-tunities, and provide for parlcs, scl~ools, assembly, and otlier 
activities for a high quality of life. 

Next Steps 

Staff will bring a proposed revision to the Framework back to Council reflecting the Study 
Session discussion and recent ailalyses. Staff will also bring forward General Plan airieridnlellts 
to lnalte sure that the General Plan Land UseITranspoi-tation Diagrarn has designations that 
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capture retail opportunities, protect areas fro111 iiicompatible lion-residential uses, aiid provide 
more flexibility to allow a greater array of busiliesses arid other lion-residential activities. 

The reinailides of this section is intended to provide the Mayor and Co~~ilcil  with bacltgrouiid 
infonilation on the roles of eniploynellt lalids, conversion activity, aiid revenue froin retail. 

Roles of Einplo~lneiit Lands 

Employnient lands are defilzed as non-residentially designated lands supportiiig private sector 
employilent. According to tlie Associati011 of Bay Area Govenu~~erits (ABAG) Projectioils 2007, 
Saii Jose's population will continue to grow. Jobs are projected to iiicrease as well, but at a lesser 
rate than populatioli gowtli, potentially resultiilg in a greater jobs/employed resident il~ibalance 
than what currently exists in the City of Sail Jose. 

In order to n~aintaili or improve job growth aiid gerierate City revenues, Sari Jose must have a 
broad ecoilornic base. Healtliy, resilient economies are dyliarnic and diverse. One strategy for 
expanding tlie economic base is creating and implenlenting land use policies that support a 
variety of ecor~ornic activities. 

The loss of einploy~~ient lands is a inajor issue for tlie City of Sali Jose. Enlploylleilt lands 
(industrial and coml~lercially designated parcels) make up 15% of tlie City's total larid s~lpply, 
yet they generate approxiinately 60% of tlie City's total revenues. Tlie colitir~ued structural 
imbalance between Gelieral Fund revenues and expenditures requires the City to iilaxilnize the 
yield fro111 job-generating land. Because of tlie declining amount of land i11 whicli to grow these 
revenues, being revenue neutral for master plans is 110 lollger an option. 

Tlie City's populatioli lias a broad rallge of education and sltill levels. As a result, a range of jobs, 
not just high teclmology, is needed. It is essential to retain Light and Heavy Industrial lands for 
production-related jobs, many of wliich do not require 4-year college degrees. Heavy and Light 
Industrial land often appears unattractive and underutilized. However, these lands have 
businesses tliat are vital to otlier busiliesses and City residents. These businesses include 
cabinetry, auto repair, home improvenient warehouses, garbage and recyclilig operations, 
colicrete and asphalt production, etc. 

Tile City colitiliues to coiisider liow iridustrial lalid could be made liiore compact arid efficient. 
This approach worlts well for b~~sinesses in Research and Development and Industrial Office 
Parlts that car1 locate in buildings with multiple stories: tlle Visiori 2030 Plan for North Saii Jose 
and the approved Geiieral Plaii ameridllleiit and zoning clial~ge for tlle Hitachi site are good 
examples. The Couricil lias also approved lnodificatiolis to tlie Zolliilg Ordinalice to maxiillize 
flexibility in tlie use of existing urioccupied illdustrial building spaces. 

Light and Heavy Illdustrial businesses cannot function iii smaller, vertical spaces because their 
operations require large llorizolital spaces and outdoor storage areas. Examples include 
composting, garbage truck parlting, auto wrecltiiig yards, and recycling. 
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Tlie appearance of underutilized land does not necessarily represent a lack of business activity. 
Einployiient lands, particularly Heavy aiid Liglit Industrial lands, have the lowest vacaiicy rates 
even during tlie recent ecolloinic downtui-n. Manufacturing is illcreasing again, as part of tlie new 
industrial economy focused on clean tecluiology. Na~~osolar provides a good case study for this 
new type of manufacturing. Tlle nzaintenance of ail adequate supply of elnployrr~ent lands will be 
a necessary focus of tlie General Plan Update. 

Loss of Enzployment Lands through Geiieral Plan amendnlents from 1983 tlu-ougli 2006 

Individual General Plan ainendlneiits Iiave chipped away at the City's illveiltory of einployinerit 
lands. Beginning in the 1980s, the City atteinpted to niaiiitain its invelitory of industrial lands 
tlwo~zgli land swaps that allowed the callversion of einploy~ient larid to lion-employment uses in 
one area of the City in conjuiiction with tlie conversion of lion-employment land to employment 
land in another area of the City. Beginning in the 1990s and tlu-ouglz the present, however, tlie 
conversioii of industrial land to non-employiient uses accelerated, resulting in contiriued net loss 
of the City's industrial land inventory. Detailed data and maps of tliese coiiversioizs are available 
at l~ttp://www.sa~ijoseca.~ov/plaiiiiiiig/~Ispecial study.asp 

Since 1990, Saii Jose lias collverted approxiiiiately 1,400 acres, equal to 9% of all einploynelit 
lands, to other uses. Tlie coilversioii rate nearly doubled fiom 1990-2000, at 68.6 acreslyear to 
2001-2006, at 11 9.7 acres/year. As the inventory continues to fall, the City rrlust seriously 
analyze the consequences of incremental decision-malting, including: 

J Loss ofjobs and job capacities; 
J L,oss of tax base and revenue for City services; 
J Restrictions for adjacent industrial corizpanies limited by iiiconipatible residential 

development; and 
J Loss of potential large-scale coir~niercial retail opportunities. 

Froin 1987 to June 2006, approxiinately 161 acres of industrial land were coiiverted into sixteen 
residential developments. No new parkland was created as a result of tliese residential projects. 
This lack of recreational space lias serious impacts on the livability of om newest neighborlioods. 

The concept of the jobsllio~~sing balance is a baseline for a healthy economy. Tlie questions are: 
Wliat is a llealtlly jobs-per-employed residelit ratio, and wliat ltirid ofjobs can we reasonably 
expect in a new iziodel of driving industries and support industries? Orie job for each eirlployed 
resident sliould be tlie lninirnuin goal. Saii Jose is consistently under tliat ratio. 

Projectioi~s prepared by B A G  indicate that without specific policy and project infolrnation, Sail 
Jose's ratio of jobs per employed resident will decline f~lrtlier. This is notable in coinparison to 
other Bay Asea aiid Silicoii Valley cities. For exa~liple, Palo Alto lias a jobslemployed resident 
ratio of nearly 3.0. San Jose sliould strive to achieve a jobslemployed resident ratio of at least 
1 .O, aiid preferably 1.5. Additional jobslemployed resident information will be provided aiid 
discussed at the Study Session. 

El~iployllent lands not only generate jobs for residents, but also tax revenues to pay for services. 
Staff will present infonizatioii at tlie Study Sessiolz tliat dei~loristrates that cornrn~~iiities with a 
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greater share of einploynent lands are more liltely to have budget resources to ineet the service 
expectations of their citizens. 

Reveriue froin Retail 

The City needs to be strategic and proactive to expand retail oppoi-tunities. As tlie Sun Josd 
Neiglzborhood Retail Model Stinzllzcuy Report documents, retail generates significant revenues 
and also provides employneilt opportunities. The Retail Model showed that the City was 24% 
"under retailed" ill 200412005. The City has - tlnougll the addition of Sail Jose Marltet Center, 
ilnpendillg addition of retail at the old General Electric site, and in other locatioils - reduced the 
deficit to 18%. We anticipate that - due to the lack of retail sites - without aggressive retail 
development by Sail Jose, by 2030 om retail deficit will be up to 33% based 011 ABAG 
projections of residents and job growth. Larger retailers create significant revenue generation. 
Altl~ough smaller retailers don't add as rnuch revenue generation, they are a ltey to quality of life 
for Sail Jose residents. 

The City receives approxii~iately 20% of General Fund revenues froin the 4% of City land used 
for retail, including new auto sales. As part of tlie City's Retail Strategy, the City sl~ould 
continue to coilsider adding potential retail sites to the City's inveiltory based on specific criteria 
regarding a property's size, shape, access to transportation, aiid connection to neighborhoods. 

PUBLIC OUTREACH/INTEREST 

0 Criteria 1: Requires Council action on the use of public fuilds equal to $1 million or greater. 
(Required: Website Posting) 

a Criteria 2: Adoption of a new or revised policy that inay have implications for public 
health, safety, quality of life, or financiallecoiiornic vitality of tlie City. (Required: E-mail 
and Website Posting) 

0 Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that 
may have impacts to coiizixiunity services aiid have been identified by staff, Council or a 
Comrriunity group tliat requires special outreach. (Required: E-mail, Website Posting, 
Com~llunity Meetings, Notice in appropriate newspapers) 

While the Study Sessioil itself does not require advanced public outreach, prior to any changes to 
either the Einploynerit L,ands Fraineworlt or the General Plan L,and TJselTranspoi-tation Diagram, 
outreach to a broad spectruin of interested persons aiid orgailizations would occur through 
meetings, elnail comi~~unications, and website postiiigs. 

In addition, the Erilploynent Lands Framework and all related docuinents have beell posted on 
the Plailning Divisions' web page since April 2004. This inemorandurn aiid other materials 
associated with the proposed Study Sessioli will be posted 01.1 tlie City's website to facilitate the 
public's ability to watch, attend, and address the Council at the Study Session. Notifications with 
a lililt to the meinora~iduin will also be sent to the neighborhood residents that subscribe to the 
City's earIy notificatioil service and to members of tile Developer's Roundtable. Staff is 
available to answer questions and obtain input fro1-n the public during business hours. 
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COORDINATION 

The preparation of this rnemorandum and the study session materials included collaboration 
between the Department of Planning, B~~ilding and Code Enforcement and the Office of 
Ecorjomic Development. 

CEQA 

Not a project for CEQA purposes. 

City Manager's Office Planning, Building and Code Enforcement 

For questions please contact Laurel Prevetti at 408-535-7901. 

Attachments: 1. Draft Study Session Agenda 
2. Employment Lands Framework 

PbceO02/GP~Team/2007/Framework/En~p Lands CC Study Session Memo 



CITY COUNCIL, STUDY SESSION 
on 

SAN JOSE 2020 GENERAL PLAN: 
ECONOMIC DEVELOPMENT AND EMPLOYMENT LANDS 

City Hall, Couilcil Chail~bers 
March 29,2007 
9:00 a.m. - Noon 

Pzicpose: Engage the Cozi~icil iiz a disczissiori abotit tlie roles of Sali .Jose's enzploynzent lands ar~d 
prepare the Cozrrzcil for its fiitzire clecisior~s affectillg er7zployr7zent larids. 

Ozitconzes: 
Discuss the statz~s and outlook of Snn Jose's enzployl~~ent lands. 

Provide direction for the Achinistmtior~ to explore arzd bring back to Council, for futzir~ 
consideratiorz, possible firther actions to protect, augr7zerzt, nrld n z o d ~  rer~zaining enzploynzerlt 
larzds. 

Provide general baclcgrozind il7fon7zatiori as aclclitior~al coritext for collsiderntiorz ir7 corzr?ectiorz 
wit11 ~rpcol~zing hearings on Gener-a1 Plari anzeizd~~ze~zts that propose the conversiorz of 
enzploynzent larzds to otlzer zises. 

AGENDA 

1. Opening Remarks 

2. Overview of San Jose's Economy and the Role of Employment Lands 9:10 - 10:00 

3. Panel Discussion on Employment Lands in San Jose 10:00 - 11:00 

4. Policy Framework for Considering Conversions of Employment Land 11 :00 - 11 :45 

5. Open Forum 11:45 - Noon 

6. Adjourn Noon 

Pbce0021GP Tean~llndustrial TlackinglEmp Lands STUDY SESSION final agenda doc 



CAI)I Or ICON I1.Y Framework, as a Guideline, to Evalzlate Proposed 
Conversions of Employment Lands to Other Uses 
(Originally Approved by the Mayor and City Council on April 6,2004 and 
Modified on November 15,2005) 

Purpose 

The Framework should be used as a guideline to evaluate proposed conversions of employment 
lands to other uses. The intent of the Framework is to create more certainty and predictability in 
the review of employment land coiiversioll proposals while retaining flexibility to respond to 
clla~igi~lg conditions, information, and policy considerations. 

Framework Elements 

1. Subareas to promote or facilitate conversion to housing, retail, mixed use, or other 
Household-Serving Industries. 

Downtown Core Szlbarea: Contillrre to facilitate a vibrant mix of housing, civic, retail, 
and employment uses. 

Do~vntowii Frflan~e St(bal~ea: Coritiilue to facilitate a mix of housing, civic, retail, and 
eniployment uses, however, the Julian-Stockton portion of this subarea should not 
i~~clude housing. 

a Midtown portion of Central San Jose I Subarea: Consider additional oppoi-tu~iities for 
housing, retail, civic, andlor employinent uses (beyond existing and planned land uses) to 
support the Downtown, transit investments, and West San Carlos Neighborhood Business 
District. 

a Story Road Szlbaren (Olinder Redevelopment Area): Consider for conversion to retail 
uses, but not housing, given the existing, well-established retail uses. 

2. Subareas to consider for conversion to housing, retail, rnixed use, or other Household 
Serving Industries only in certain circumstances. 

As the elnployinent areas iilteiisify in North First Street and Edenvale 1, respectively, 
then opportunities for intensive development of supportive uses {nay be considered in the 
followiiig subareas: 

North First Street 
North Salz Jose 2 
North San Jose -? 

North San Jose 4 
North Snn Jose 6 
Edenvale I 

e North Son Jose 5 szrbaren (east of 1-880): Consider housing, retail, or other Household 
Serving Indr~stries only in areas that are close to existing residential areas and areas that 
could be integrated into a neighborhood framework. 
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o Nor*tl?east 'Son Jose szibarea (enst of Coyote Cree,'c): Consider housillg near the Bersyessa 
BART station consistent with our Transit Oriented Development policies. 

o Portion of Central San Jose 1 Szibarea (west of the milroad traclcs and north of 1-880): 
Consider conversion to housing, consistent witli the existing neighborhood, the BART 
Station Node policies, and co~npatibility wit11 tlie City of Santa Clara's conversion to 
housing. 

Evergreen Indtetrial Area: Consider uses only if recomine~lded through the Evergreen 
Srnart Growtl~ Strategy process. 

Coyote Valley: Consider uses only if recornmended through the Coyote Valley Specific 
Plan process. 

3. Subareas to preserve for Driving and Business Support Industries. 

North San Jose I Monterey Corridor 1 
Air-port Monterey Corridor 2 
Central San Jose 2 Monterey Corridor 3 

o Northeast Sarz Jose (west of Coyote Creel) Monterey Corridor 4 
North Sun Jose 5 west of 1-880 (i.e., North Edenvale 2 
San Jose 4) 

e Potential conversions should generally be discomaged, and only be considered for 
approval in subareas wliere conversions of ind~~strial lands may: 

G Complete a transition to existing iieigliborl~oods within or adjacent to the subarea, 
or 

G Buffer and provide unifol~nity to existing neigliborhoods within or adjacent to the 
subarea, or 

G Further the City's smart growth policies, or 
Aid in revitalizing declining neighborhoods within or adjacent to the subarea. 

4. Criteria for the evaluation of proposed conversions to housing, mixed use, retail, and/or 
other Household-Serving Industries. 

Conversion to Residential or Mixed Residel~tiaVCornmercial Use 

A. Economic contribution of the subarea: What is the ecollornic contribution of the subarea 
to tlie Sail Jose and Silicon Valley economy and job base? How is the subject site cunently 
occupied and used? Is the subject site currently used to its full potential for contributing to 
the Sari Jose economy or job base? How would tliis econo~nic contributial~ be enhanced or 
reduced by the proposed conversion? 

B. Consistency with City Policies and Strategies: How does the proposed conversion and 
specific proposed use(s) and intensities advance the City's policies and strategies as 
contained in the General Plan, Specific Plans, and other stsategic documents? 










