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The Walnut Street Townhouses in the City of Eugene are an example of attached
housing that blends in with existing single-family neighborhoods.

the city or in corridors, to provide better access for more people to
transit, services, jobs, and schools. Cities in Oregon typically evaluate
opportunities to accommodate medium- and high-density housing
within the existing UGB, through policies to increase existing allowed
densities, allow mixed-use development in commercial areas, or allow
a wider range of housing types (e.g., duplexes or townhouses) in
areas that have historically been low-density residential areas. If these
policy changes do not increase capacity enough to meet medium- and
high-density deficits, cities often identify opportunities to re-zone land
closer to the central city for medium- and high-density development.

Cities over 25,000 are required to correct residential land deficits.
Several cities with such residential land deficits reviewed for this report
either recently evaluated their policies to increase land use efficiency
within their existing UGB or expanded their UGB to address residential
land deficits. Addressing high-density land deficits requires cities to
consider a range of land-use efficiency measures before expanding
their UGB. Just a few examples of residential development policy

changes to address the housing deficits are:

¢ Harrisburg developed a new high-density residential zone and
plan designation that accommodated higher density housing
and does not allow building of new single-family houses. While
Harrisburg did expand its UGB, the city also upzoned areas
throughout the city with some closer to the city core. While most
of the new areas brought into the UGB were for single-family
zoning, the upzoning inside the existing UGB was a key strategy
to reduce the overall housing shortage.

* Salem has a shortage of land for multi-family housing and a
surplus of land for single-family housing. The City is considering
a range of policies to address this deficit, including allowing a
wider range of lower-density multi-family housing in some zones,
developing flexible design standards to encourage development
of multi-family housing, allowing accessory dwelling units,
identifying financial and other tools to encourage redevelopment
and mixed use development, and other policies to encourage
multi-family development.

¢ Hood River does not have a deficit of land in any category but the
city has a very limited supply of residential land, especially high-
density land. The City plans to consider policies to identify land to
up-zone to allow higher intensity development, allow accessory
dwelling units, and reduce minimum lot sizes in some zones.
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CHALLENGE THREE: A LOT OF
THINGS CAN GO WRONG AND
MAKE RESIDENTIAL DEVELOPMENT
UNFEASIBLE

Land supply is certainly a factor in the availability of developable land
but simply expanding a UGB does not solve issues of land availability.
It poses different challenges. Adding land to the UGB does not
guarantee or immediately lead to development. Whether or not land
is developed (or redeveloped) is dependent on a lot of variables, many
of which are constantly changing.

Development is a business, and development feasibility is based upon
the demand for a product (to ensure costs are covered) and financial
returns (to ensure developers are compensated for their risk and
effort). In short, developers expect to have a positive return on their
investment, often within a few years of completing

the residential development.

occurred (such as in conjunction with an anticipated UGB expansion or
close to transit lines or walkable commercial areas) may render more
affordable residential development less feasible.

Government subsidy for affordable housing. The need for affordable
housing far outweighs the funding available from the federal and

local government. With limited federal or local government support

to offset the costs of construction, it becomes more difficult, if not
impossible, to develop government-subsidized affordable housing.

Land owner preferences. Landowner preferences are an important
part of determining if development can happen. Cities cannot force
property owners to sell or redevelop, even when additional housing

or employment is needed. Landowners may choose not to develop
their property for various reasons, such as: preference to continue to
use the property for its current uses, desire to wait for land prices to
increase, disagreement over development among multiple owners

of the property, inability to negotiate the development process, and
many other reasons. Many leaders of small cities have been frustrated
by individual land owners that own large percentages
of developable land inside a city, but refuse to sell or

In many cases, development of single-family
detached housing is the most financially feasible
development option. It is harder to develop multi-
family housing, either because of high construction
costs, low achievable rents, or both.

When conducting HNAs across the state, ECO
has observed the following barriers to residential
development feasibility:

Access to capital. Residential development generally
requires access to capital, either from private sources
(such as investors or banks) or from public sources
(such as government or nonprofit organizations). The
lack of access to capital or high costs of capital (in
the form of high-interest loans) can prevent or make
residential development more difficult.

Land prices. Land prices account for a substantial
amount of development costs. High land prices,
especially in areas where real estate speculation has

Affordability requires the change
that comes with creating new units.
If we are honestly concerned about
affordability, we'll do what we can
to see that all neighborhoods

are adding new units as the city
grows. The greatest impediment

to affordability in Portland today is
outmoded zoning that segregates
neighborhoods by building type. If
the only way to preserve “character”
is to restrict the kinds of housing
allowed in neighborhoods, then you
can kiss affordability goodbye.

Professor, Portland State University,
Toulon School of Urban

Studies and Planning

The Oregonian, Opinion guest
columnist. Printed on March 16, 2016.

develop it.

Public support. Residential development requires
public support at multiple phases in the development
process. Historically, some cities required a public
vote before annexation (the passage of Senate Bill
1573 in the 2016 Oregon Legislature no longer
allows for voter approved annexations, though that
law is being challenged). Development may require
local government support or action, such as approval
for a financial subsidy or vacation of a public right-of-
way. Some development requires discretionary public
hearings or review. Development in an existing or
nearby neighborhood may involve discussions with
existing residents. Each of these instances offers an
example of opportunities for public opposition to
new development.

-Ethan Seltzer

Entitlement process. In working with cities across
the western US, ECO has consistently heard from
developers that the entitlement process creates
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barriers to residential development. Those barriers include (but are
not limited to) complying with zoning standards (ranging from fairly
straight-forward standards to highly complex zoning standards),
meeting design standards, completing complex pre-development
and development applications and processes, and requirements for
discretionary public hearings or review.

That said, unlike most states, once an application is deemed complete,
cities in Oregon have 120 days to issue a decision. This provides
increased predictability for developers, though they can waive this
requirement, and sometimes do for complex applications. Over the
last 20 years, most cities experiencing growth have taken steps to
streamline their development review processes and code requirements
for housing, but development standards and review processes still add
cost and difficulty to the process.

Development standards. There is a trade-off between development
standards, such as parking requirements and design review, and
development feasibility. For example, off-street parking requirements
ensure that there is adequate parking for the development. However,
minimum off-street parking requirements can add considerably to

the cost of multi-family development, primarily because of the high
costs of parking structures or underground parking. ECO estimated in
2016 that parking in Portland costs of about $7,000 for a surface lot,
$20,000 for tuck under, $45,000 for podium (structured above ground),
and $60,000 for underground parking (all costs per stall). While parking
may cost less in other cities, it can significantly increases the overall
cost of development. Many people across the country are questioning
current requirements for parking and reducing them where appropriate
to encourage denser—and often more affordable—development.

Design standards can also raise development costs, creating barriers
to development, especially for multi-family housing. Multi-family
housing often has design requirements that are created to increase
compatibility of the building into the neighborhood, but add to the
development’s overall costs.

Undevelopable land within the land supply. There are a variety of
reasons why land within a UGB may be effectively undevelopable.
Examples of these reasons include, but are not limited to: vacant
land that is under the minimum lot size for the underlying zoning
district, land that has no access or potential access to a public right

of way (such as a street), land on slopes steep enough to make
development challenging (and more expensive) but still considered
buildable, developed land on lots larger than one-half acre that must
be considered partially vacant but where additional development is
unlikely in the foreseeable future, or land used by a home-owners
association.

Having undevelopable land within a UGB makes it more difficult

for cities to ensure that they have a sufficient supply of land to
accommodate residential growth. This undevelopable capacity can
make land supply tighter, creating barriers to residential development.

CONCLUSIONS

OAPA prepared this report to inform the discussion about UGB
expansions as a solution to a shortage of housing or jobs. While
supply of land is a factor in housing costs and job availability in many
communities, it's not the only one or even necessarily the most
important one. There are three major reasons why UGB expansion isn't
the magic solution for a shortage of housing or jobs:

1. Infrastructure is expensive to build, and cities operating on tight
budgets can't afford to build more infrastructure to support
development at the edge without passing most of the cost off on
new residents and businesses.

2. Cities need more people living and working in the centers and
corridors, not around the edges.

3. Many factors can impact development feasibility, including
limited financing options, public opposition, development
standards that increase costs, and other factors that all can
increase the costs of development. There a lot of other barriers
to residential development in particular that aren’t addressed by
UGB expansion.

Changing state law to allow for faster and easier UGB expansion will
prove fruitless if these other factors are not addressed. Developing
great communities takes time, effort, resources, and a lot of

different people working together to make tough decisions for their
communities. While the process of expanding a UGB can be messy, our
communities are better for having done it.
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