Instead o][ Free Par/éing

BY DONALD SHOUP

b AMERICAN 3 first learn about iree parking when we

play Monopoly. Plavers pay rem. buy hc_uses, build
hotels, or go to jail after & toss of the dice, and one toss
oul uf for ty lands us on “Free Parking.” The odds of l;mciihg on free
parking increase dramatically when we begin to drive cars
because—notwithstanding the experience of comnuiters, in'some
wrge cities—-American motorists park {_ree' o1 99 perceat of 21l trips.

But there is no such thing as a L?ee pa_l_‘king spate, Someone
rust pay for it if motorists don't, then whe fi_oe,s?._lnitjaliy. devel-
opers pay for parking when they provide spaces 1o ineet require-
mients in zoning ordinances. Because the required parking spaces
soise the cost of de#elopmerﬂ. the cost of parking“is r}ien translat-
ed into higher prices for évérything else, and everyone pays for
parkdng in(iil’éctly. Residents pay through hi.gher prices for hous-
ing, consumers pay through higher prices o} goods and services.
employers pay through higher office rents, Only in our role as
muotorists do we not pay for parking.-

Where the cost of parking « car is inciuded in higher prices
for other goods and services, people cahnot chousge to pav less for
parking by using less of it. Bundiing the cost 0fpahcing into high-
#r prices for everything else therefore distorts consumer choices
toward cars and away from other dprions.

Minimum parking requirements in zoning ordinances pro-
mote free parking, but they often hinder development on siwes
where it is difficult to both conastruct a building and provide the
required parking. They can also hamper adaptive reuse of existing
buildings where the new use would require expensive new park-
ing spaces. To mitigate these problems, some cities allow devel-
vpers Lo pay a fee in lieu of providing the required parking. For
example, Palo Alto, California, allows developers to pay the city
517,848 for each parking space that's not provided. The cities then
use the fee revenue to provide publicly owned parking spaces in
Heu of the privately owned parking spaces that developers would
have provided.

A SURVEY OF IN-LIEU PARKING FEE PROGRAMS
[ surveyed the in-lieu parking programs in forty-six cities——
twenty-four in the United States. seven in Canada, six in the United
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Kingdor six in Germany, two in South Africa, and one in leeland,
lexamined the ordinances and supporting documents for the pro-
grams and interviewed the officials who administer them.

Officials in the surveyed cities contend that in-lieu fees have
advantages for both cities and developers. The following five
points sumimarize these advantages.

1. An Option. In-lieu fees give developers an alternative tu
meeting parking requirements on sites where providing all the
required spaces would be difficult or extremely expensive,

2. Shared Parking. Public parking spaces aliow shared use
among different sites whose peak parking demands occur ar dif
ferent times. Shared public parking is more efficient than “single
use private parking because fewer spaces are needed to meet the
total peak parking demand. Parking that is shared among different
establishments also aJlows motorists to park once and visit multi-
ple sites on faot.

3. Better Urban Design. Cities can put public parking lots and
structures where they do not deter vehicle and pedestrian wreula-
ion. Less on-site parking allows continuous storefronts wirhout
dead gaps for adjacent surface parking lots. To improve the
sl:'oets';:apo. son_w'cilivs dedicate the first floor of public parking
structires to rétail use. Developers can undertake infill prajects
without assembling’ 'large sites to accommodate on-site parking,
and architects have_-'_gr_c'ater freedom to design better buildings in
a more pedestrian-frieadly environment.

4. Fewer Variances. Developers often request variances trom
parking requirements, These variances create unearned econon-
ic windfalls, granted to some developers but denied to others. 1f
developers can pay cash rather than provide the required parking,
cities do not need to grant parking variances and can treat all
developers equitably.

4. Historic Preservation. The indien policy makes it easier to
preserve historic buildings and rehabilitate historic areas by
allowing for allernative iocations ol parking garages.
sjudged the in-lieu fees as

Officials in all the surveyed diti
sitccessful, and they reported that the fees had become a form: of
administrative relief for developers who do not want to provide the

required parking spaces.



WHC DECIDES?

Most cites allow developers the choce of paving the in-ieu
fee or providing the required parking, but a lew Cities require devel
opers to pay. Officials in these latter citivs say mandated fees
encourage shared parking. discourage proliferation of surface
parking lots, emphasize continuous shopfronts, improve pedestrian
circulation, reduce traffic congestion, and improve wrban design.

Some cities also allow properly owners 10 remope existing
required spaces by paying in-lieu fees. This option can consolidate
scattered parking spaces, facilitate reinvestment in older build-
ings, and encourage more efficiens use of scarce land previously

committed to surface parking.

IMPACT FEES IMPLICIT IN PARKING REQUIREMENTS

Many cities require developers to pay impact fees to finance
public infrastructure—such as rovads and schoois. Parking
requirements resemble impact fees because developers must pro-

vide required infrastructure—parking spaces—to obtain building

permits. The cost of required parking is typivally buried in the cost
of development, but in-lieu fees expose the true cost of parking
spaces and allow us to express the cost of purking requirements in
terms comparable to municipal impact fees. When cities require
developers to pay the {ees rather than provide the parking, the in-
lieu fees are de facto impact fees,

Te compare the price of parking requirements with impact
fees, we must first convert the required parking inte a cost per
square foot of building area. We can do this because the cities’ in-
fieu fees are their eslimates of the cost of providing parking
spaces, The indieu fees therelore reveal tie unpact tees inpiici m
the parking requirements themnselves,

The parking impact fee depends on (1) the parking require-
ment (how many spaces per 1,000 square feel), and (2) the inlieu
fee (per parking space). Table 1 presents parking requirements
and in-lieu fees for office buildings i the central business disuicts
of twenty-nine cities. The last colwmnn shows the parking tmpact
fees implicit in the parking requirements.

The first row shows that Palo Allo requires four parking
spaces per 1,000 square feet of gross floor a: va for office buildings.
Paio Alto’s in-ieu fee is S17.848 per required parking space not
provided, so the parking requirement is vquivalent to an impact
fee of 871 per square fool of office space (4 x $17.848 = L,00u. A
developer who does not provide any parking must pay the ciy a
parking impact fee of $71 per square foot of office space.

The parking impact fees range lrom 571 per square foot in
Palo Alto to 32 per square foot in Walthaim Forest. The median
parking impact fee is 2.5 times higher in the Us cites than in the
Canadian ¢ities—S25 per square oot of office space in the US but
oniy 310 per square foot in Canada. US cities have higher parling
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impact fees because they require more parking. not because they
have higher in-lieu {ees, The median parking requirement is
almwost three tmes higher in the US than in Canada—2.9 spaces
per 1,000 square feet in the US but only one space per 1,000 sguare
feet in Canada. The median in-lieu fee is lower in the US (89,125
per space} than in Canada (89,781 per space),

The average parking impact fee for the US cities is $31 per
square toot of office space, which dwarfs the impact fees levied for
all other public purposes. A 1991 survey of one hundred US cities
found that the total impact fees for all purposes (roads, schools,
parks, water, sewers, flood control, and the like} averaged 36.97
per square foot of office space. The average parking impact {ee for
office buildings is thus 4.4 times the average impact fee for all
other public purposes combined. If impact fees reveal a city's pref-
erences for public services, then it seems that many cities’ highest
priority is free parking.

Officials in most cities reported that they set the in-lieu fee
below the cost of providing a public parking space because the fee
would be "too high” if the city charged the full cost. When the cost
of required parking is hidden in the cost of development, cost does
not seem to matter. But when the cost of required parking is made
explicit in cash, everyone can see that it is “too high.”

REDUCE DEMAND RATHER THAN INCREASE SUPPLY?

Minimum parking requirements impose high costs, but
reform is difficult because parking requirements are entrenched
in cities” practice and legislated in zoning ordinances.
Nevertheless, allowing developers the option to finance public
parking rather than provide private parking suggests another
promising in-liew option: Allow developers te reduce the demand for
parking rather than increase the supply of parking.

One way to reduce the demand for parking is to make public
transit a move viable alternative. For example, employer-paid tran-
sit passes reduce the demand for parking at work, and a city can
therefore reduce the parking requirements for developers who
make a commitment to provide transit passes for all employees ar
their sites. Suppose that providing free transit passes to all employ-
ees al a site reduces parking demand there by one parking space
per LU0 square feel. [n this case, a developer’s covenant to pro-
vide free transit passes (1o eniployees at the site would be an appro-
priate alleruative to providing one required parking space per
1,006 square feel.

Some (ransit agencies offer employers the option of buying
Eco Passes that allow all their employees to ride free on all local
transi tines, Eco Passes are priced according to their probability of
use, and the price per employee is low because many employees do
not ride transit even when it is free. Employers can therefore buy
Eco Passes for all employees at a low cost. In California’s Silicon



TABLE 1

Parking roquirements for office buildings in dty centers
interproted os impad fees, 1996 (US dollars)

Pelg Alto, Ch .

Beverly Hills, (A 29 59
‘Walnut Creek, (A 33 5
Kingston upon Themes, U 13 4
(ome, CA 1.7 4
Bauntain Yiew, (A 10 3
Sution, UK 27 38
Hexrow, UK 23 1
Hamburg, Gormany 1.5 37
Loke Foredt, IL 35 32
Hdll Yalley, CA 44 30
Polm Springs, CA 3 28
Reyigavik, leelond 2.2 28
Claremont, CA 29 b}
Concord, (A 29 24
Davis, (A 25 20
Grlondo, FL 2,0 20
Kitchester, Oniario 1.3 1]
Chespel Hill, HC 25 18
Kirklsnd, WA 29 17
Hermosa Beach, (A g 2.6 16
Berkeley, (A 1.5 15
Burmaby, British Cofombig 54, - 3 15
Yancouver, Brilish Colmblg; | 19 - 10
Skrta Coffage, PA : 13

Otiewe, Ontaria 0.7 7
(olgory, Alberla [32%° 9781 07 !
Pord Elizabeth, South AR 1,846 23 ¢
Waltham Forest, UX - 09 . 2
MEAN 2.3 $26
MEDIAR 2.3 $24

TABLE 2

Eco Pass prico schedule, Santa Clarn Valley Tronsportation

Authority {annual price per employee}

Downlown SaaJoss SRS 880 560 $40
Arvos served by bus ond jight il 360 $40 $20
Areas served by bus only ™ $40 S0 $10
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Valley, for example, the Santa Clara Valley Transportation
Authority (5CVTA) charges from 510 to 380 per employee per vear
for Eco Passes, depending on an employer’s location and number
of employees,

Becuuse frequent riders often buy conventicnal transit passes,
transit agencies must price these passes on the assumption that rid-
ers will use them frequently. And because transit agencies price
transit passes to cover the costs imposed by frequent riders, infre-
quent riders will not buy them. In contrast, Eco Passes are priced
iike employer-paid insurance that covers every member of a
defined population, and the price of an Eco Pass is therefore much
lower than the price of a conventional transit pass. For example, the
SCVTA's price for its Eco Pass is only 2 (o 19 percent of the price
for its conventional wransit pass {8420 per year).

COST-EFFECTIVENESS OF EMPLOYER-PAID TRANSIT PASSES

Minimum parking requirements increase the supply of park-
ing, while providing Eco Passes increases the demand for transit.
We can estimate the cost-effectiveness of providing Eco Passes in
licu of parking spaces by combining their cost with information on
how they reduce the cost of meeting parking requirements.

Employers in Silicon Valley pay $10 to $80 per employee per
year for ico Passes. If there are four employees per 1,000 square
feet of office space, Eco Passes will cost from 4¢ to 32¢ per square
foot of office space per year. How does this cost of offering Eco
Passes to all employees compare with the resulting reduction in
the capital cost of providing parking spaces?

The SCVTA serves two of the surveyed cities that have in-lieu
parking fves. The cost of providing the parking required for office
buildings s 539 per square foot of office space in Mountain View
and 571 per square foot of office space in Palo Alto. A survey of
Silicon Valley commuters whose employers offered Eco Passes
found that commuter parking demand declined by approximately
19 percent. A city might in this case grant a 19-percent reduction
in the parking requirement for office developments that offer Eco
Passes for all commuters. 1f the Eco Passes reduce parking
requirements by 19 percent, they will reduce the capital cost of
providing the required parking spaces by $7.41 per square foot of
office space in Mountain View (8§39 x 19 percent) and by $13.49
per square fvot of office space in Palo Alto (§71 x 19 percent),

In this example, spending between 4¢ and 32¢ per square
foot of office space per year to provide Eco Passes would reduce
the capital cost of required parking by between $7.41 and $13.49
per square foot, We can convert this relationship into the poten-
tial return on each doltar spent for Eco Passes: spending $1 a
year t provide Eco Passes will reduce the up-front capital cost o
provide required parking by between $23 ($7.41 + 0.32) and $337
(81349 + 0.04). The annual cost of the Eco Passes ranges



between U3 poercent and -3 percent o the reauction in the ap
ront capital cost of the reguired parking. Beo Passes will also
reduce the operating and mamtenan e osts b parking becanse
fewer spaces are required  The s st ol cducing pan Ko
denand compared with the bagls o ost Wit s the Darsing
supply shows that Beo Passes are o costefieoive way o reduce
the high cost of meeting parking requiremcents mandated by

zoning vrdinanees.

CONCLUSION: THE HIGH COST OF MiNIMUm PARKEIG REQUIREMENTS

The impact lees mphicit o parkine requucments <hwart the
anpact lees lor all other public purposes combied. The evidence
of high parking impact fees should muke 1 hard for planners o
wrnore the Biggh cost of minimum parking requirements. Given the
higrh cost of required parking spaces] plasners <bonld not assanwe
that the demtiand for parking automaiicasy jusites muanmng park
VR POUre e nits.,

Planners whio set parking requirenients rarely think about the

price that motorists pay for parkieg. But demand depends on price,
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and most motorists park free. Planners who require enough spaces
o =atify the exising demand for parking make the mistake of
requiring cnough spaces to satisfy the demand for free parking, no
e hsw much it costs, Inddieu parking fees unveil te high cost

G s thstahe @
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