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California, like the rest of the nation, has been weathering a severe economic downturn
that has resulted in near-record levels of unemployment, widespread home foreclosures
and lost income. Local costs for safety-net programs and other essential services have
grown while state and federal revenues have fallen, leading to chronic budget shortfalls
and fiscal distress.

Many observers believe fundamental forces are reshaping the economy and it’s
unrealistic to expect the Great Recession will end with a return to “business as

usual.” The loss of redevelopment as a local community development tool, coupled with
the lack of public and private investment in new jobs and infrastructure, means that many
communities are searching for a path to recovery that’s built to last long term.

Two very different communities — San Jose, with more than 1 million residents, and
Taft, with fewer than 10,000 — are remarkable examples of pioneering efforts to chart a
more sustainable economic future. Although each community has approached the task in
its own way, each has addressed similar questions in seeking a way forward. Local and
civic leaders in both communities confronted these key questions:

e What economic, demographic, environmental and fiscal trends will drive our
community’s economic future?

o What characteristics and assets can we build on to provide an economic
foundation and competitive advantage for our community?

e What vision for a more prosperous future will community leaders and residents
from all walks of life rally around, and how can we pursue that vision?

In answering these questions, each community decided to build on its existing strengths
to attract and retain jobs, while making a dramatic break with the past to capitalize on
some of the opportunities offered in the new economy. Their experiences provide some
important lessons for communities grappling with similar challenges.

San Jose Designs an Economic Strategy to Fit the Times

San Jose’s commitment to sustainable economic development can be traced to 2007,
when the city adopted a “Green Vision” for the future, encompassing 10 ambitious goals
to be achieved over 15 years. The effort went beyond traditional “green” jobs and was
notable for including measurable objectives and an annual report to chart progress. The
city followed up with an updated economic development strategy in 2010 that focused on
creating vibrant public places as a key to long-term prosperity.
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Community leaders understand that San Jose’s economic vitality depends on positioning
the city to respond to the trends that will drive the economy in the future, rather than
relying on solutions based in the past. For example, in the decades prior to the current
downturn, San Jose based its growth on the standard post-war suburban model: spread-
out neighborhoods of detached homes for families with children, along with large
shopping malls and industrial districts with light manufacturing.

In a dramatic departure from this historical approach to economic development, San Jose
recently adopted an ambitious General Plan to guide the future growth of the 10th-largest
city in the United States. Envision San Jose 2040 builds on years of effort by local
officials, civic leaders and residents. According to Kim Walesh, the city’s economic
development director and chief strategist, “Envision 2040 consciously integrates
environmental, fiscal, economic and social sustainability.”

The economic development strategy underlying the Envision San Jose 2040 General Plan
is firmly grounded in the trends shaping the city’s future. One trend is the increasing
value that residents and workers place on natural resources and open space. Walesh says,
“As our population increases potentially to 1.4 million people by 2040, our city’s borders
will not expand. Residents want to maintain the current green belt and open space.”
Consequently the city plans to capture new commercial, industrial and residential
development by infilling existing areas — instead of spreading out — to maintain the
quality of life that is a key element of the city’s economic competitiveness.

Demographic trends also played a big part in the city’s decision to focus new economic
development in higher density urban villages near transit. In the past, about half of San
Jose’s households included a child younger than 18; now only about a third do. Over the
next 20 years, the city projects that the current supply of detached single-family housing
will be sufficient to serve the smaller number of households headed by adults age 35 to
54, the prime child-rearing years. Meanwhile, new housing will be needed for the
growing population of young adults age 20 to 34 who form the foundation for the Silicon
Valley workforce, as well as those 55 and older who no longer need or want large homes
in suburban neighborhoods. Rather than channel private and public investments into a
development pattern that no longer meets future economic and demographic needs, the
community that emerges as a result of the plan will be different from the single-family
neighborhoods of the past.

“Urban villages are active, walkable neighborhood centers where shops, restaurants,
offices, and homes are located together — typically in buildings that may be two to six
stories high,” says Walesh. “Envision 2040 plans for dozens of these urban villages
throughout the city.” The community as a whole will benefit because “over time, we can
refresh older retail areas and strip malls into more lively, interesting places,” adds
Walesh. This will position San Jose to take advantage of major investments that have
been made in transit infrastructure, providing job opportunities and strengthening the
local economy in the process.
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The city’s economic development strategy is also intended to be fiscally sustainable. San
Jose is unique among big U.S. cities in that it is a bedroom community with more
nighttime residents than daytime employees. “Right now, servicing lower-density,
single-family neighborhoods costs local government more than the revenue these
neighborhoods bring in,” says Walesh. The future development planned for the city, with
a mix of commercial and retail development and compact housing in areas with good
walking, bicycling and transit options, will strengthen local finances, reinforcing the
economic attraction of San Jose as a place to do business.

Taft Builds on Community Assets

The City of Taft demonstrates that small towns, as well as big cities, can plan for an
economic future that incorporates sustainability. Located in the hills at the southwestern
edge of Kern County, Taft began as an oil town and still relies on petroleum extraction as
a mainstay of the local economy.

Taft may seem an unlikely place to embrace sustainability, but community leaders
realized that they needed to engage in creative thinking to secure a stable economic
future. Perhaps the most creative economic development initiative is the community’s
vision to transform Taft from a 20th century oil town to a 21st century energy city.
Building on local expertise in the energy business, Taft is promoting biofuels research,
development and manufacturing and welcoming solar energy.

Taft was the first Kern County community to join Pacific Gas and Electric’s
“ClimateSmart” program, which focused on reducing greenhouse gas emissions. Taft also
participates in the Institute for Local Government’s Beacon Award program (www.ca-
ilg.org/BeaconAward), which recognizes cities and counties that reduce greenhouse gas
emissions and save energy, adopt policies and programs to address climate change, and
promote sustainability.

As part of Taft’s commitment to sustainability, it has retrofitted city facilities with solar
panels and energy-saving improvements, and the city is working to attract solar-industry
manufacturers.

With fewer than 10,000 residents, Taft faces growth pressures that are the opposite of
those facing San Jose. Taft’s daytime population swells with 20,000 oil workers
commuting in from Bakersfield and surrounding communities. “We didn’t experience the
housing boom or the housing bust,” says Paul Gorte, the city’s planning director. This
sets Taft apart from many other Central VValley communities.

The city is using minimum zoning densities and other tools to create a mix of housing to
attract some of these commuters to live in Taft, thereby buttressing the city’s retail
businesses and tax base.
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Taft is also making creative use of its other economic, natural and historic assets. The
city chose to become the successor to the local redevelopment agency, and a large portion
of the redevelopment area is under contract for development. Taft and Kern County
operate a joint enterprise zone as well as an economic development joint powers
authority.

The city is capitalizing on nearby natural resources, such as the pristine Carrizo Plain
National Monument to the west, to appeal to the growing ecotourism industry. Taft is
also promoting its location for the manufacture and transport of LEED-certified products
and materials; products shipped from Taft to San Francisco, Los Angeles and San Diego
have a smaller carbon footprint than those shipped directly between the state’s major
urban centers. In these and many other ways, Taft is striving to capitalize on the
community’s assets and seize economic opportunities through a long-term vision for
sustainable development.

Looking to the Future

The paths that diverse communities like San Jose and Taft are taking to create a
sustainable future for their residents also position these communities to prosper in a
highly competitive national and global marketplace. By pioneering viable approaches to
economic development that incorporate sustainability principles and are built to last,
these communities and others like them may well have a significant impact on
California’s place in the national and global economy for many years to come.

Additional Resources

Institute for Local Government: Resources for Local Officials

Visit www.ca-ilg.org/land-use-and-environment for publications on related land-use
topics, including:

o Understanding the Basics of Land Use and Planning: A Guide to Local Planning;
and

o Understanding the Basics of Land Use and Planning: A Guide to Planning
Healthy Neighborhoods.

Visit www.ca-ilg.org/local-government-101 for related information of broad interest to
local elected officials, including decision-making basics and finance.

California Association for Local Economic Development

CALED supports its members through information, technical assistance, training,
education and research. Begun in 1980, CALED has grown to over 700 members,
representing cities, counties, state and federal agencies, economic development
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corporations and the private sector. CALED provides professional training to economic
development professionals through its own programs and through its management of the
California Academy for Economic Development. Supportive research includes data
development and analysis, modeling and policy analysis. Specific projects focus on
sustainable development, regional competition, financing and technological support for
economic development.

California Stewardship Network

The California Stewardship Network brings together business, community and
government civic entrepreneurs in 11 regions around the state. These regional groups
meet on regular basis and exchange best practices. While each regional team has
developed its own stewardship approach, all share common strategies that are:

o Data-driven;
o Based on economic regions and industry clusters;
e Successful in sustaining the engagement of business;

« Effective at integrating economic, social and environmental considerations; and
« Innovative in their approach to public-private partnerships in implementation.

This whitepaper is a service of the Institute for Local Government (ILG) whose mission is to
promote good government at the local level with practical, impartial, and easy-to-use resources for
California communities. 1LG is the nonprofit 501(c)(3) research and education affiliate of the
League of California Cities and the California State Association of Counties. For more information
and to access the Institute’s resources on sustainable communities, visit www.ca-
ilg.org/Sustainability. To access this resource directly, go to www.ca-
ilg.org/ChartingPathSustainableEconomy.

The Institute welcomes feedback on this resource:
e Email: ssanders@ca-ilg.org Subject: Built to Last: Charting a Path to a Sustainable
Economy
o Fax: 916.444.7535
e Mail: 1400 K Street, Suite 205 = Sacramento, CA = 95814
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