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About ULI-the Urban Land Institute

LI-the Urban Land Institute is a non-

profit research and education organization

that promotes responsible leadership in

the use of land in order to enhance the
total environment.

The Institute maintains a membership represent-
ing a broad spectrum of interests and sponsors a
wide variety of educational programs and forums
to encourage an open exchange of ideas and shar-
ing of experience. ULI initiates research that
anticipates emerging land use trends and issues
and proposes creative solutions based on that
research; provides advisory services; and pub-
lishes a wide variety of materials to disseminate
information on land use and development.

Established in 1936, the Institute today has more
than 26,000 members and associates from nearly

80 countries, representing the entire spectrum of
the land use and development disciplines. Profes-
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sionals represented include developers, builders,
property owners, investors, architects, public offi-
cials, planners, real estate brokers, appraisers,
attorneys, engineers, financiers, academicians,
students, and librarians. ULI relies heavily on the
experience of its members. It is through member
involvement and information resources that ULI
has been able to set standards of excellence in de-
velopment practice. The Institute has long been
recognized as one of America’s most respected
and widely quoted sources of objective informa-
tion on urban planning, growth, and development.

This Advisory Services workshop report is in-
tended to further the objectives of the Institute
and to make authoritative information generally
available to those seeking knowledge in the field
of urban land use.
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President
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About the Advisory Services Program

he goal of ULI’s Advisory Services Program

is to bring the finest expertise in the real

estate field to bear on complex land use plan-

ning and development projects, programs,
and policies. Since 1947, this program has assem-
bled well over 400 ULI-member teams to help
sponsors find creative, practical solutions for
issues such as downtown redevelopment, land
management strategies, evaluation of develop-
ment potential, growth management, community
revitalization, brownfields redevelopment, military
base reuse, provision of low-cost and affordable
housing, and asset management strategies, among
other matters. A wide variety of public, private,
and nonprofit organizations have contracted for
ULT’s Advisory Services.

Each panel team is composed of highly qualified
professionals who volunteer their time to ULL.
They are chosen for their knowledge of the panel
topic and screened to ensure their objectivity. ULI
panel teams are interdisciplinary and are devel-
oped based on the specific scope of the assignment.
ULI teams provide a holistic look at development
problems. Each panel is chaired by a respected
ULI member with previous panel experience.

The agenda for a panel assignment is intensive. It
includes an in-depth briefing and meetings with
sponsor representatives; discussions with key
people; and a day of formulating recommenda-
tions. On the final day on site, the panel makes an
oral presentation of its findings and conclusions to
the sponsor. At the request of the sponsor, a writ-
ten report is prepared and published.

Because the sponsoring entities are responsible
for significant preparation before the panel’s visit,
including sending extensive briefing materials to
each member, participants in ULI’s panel assign-
ments are able to make accurate assessments of a
sponsor’s issues and to provide recommendations
in a compressed amount of time.

A major strength of the program is ULI’s unique
apility to draw on the knowledge and expertise of
its members, including land developers and own-

ers, public officials, academicians, representatives
of financial institutions, and others. In fulfillment
of the mission of the Urban Land Institute, this
Advisory Services program report is intended to
provide objective advice that will promote the re-
sponsible use of land to enhance the environment.
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Introduction

he Federal Highway Administration (FHWA)

and transportation planning agencies have

been grappling with the correlation be-

tween transportation and land use deci-
sions. Often cited as the reason for suburban
sprawl, roadway projects frequently are opposed
by members of the general public, who assume
that if roads are built, development will always
follow. The support for this assumption is most
often anecdotal, and the FHWA does not believe
this is always true. Other factors, such as local
and regional land use and economic development
policies, also play an important role in suburban
growth. However, this assumption also is based
on anecdotal information.

The Federal Highway Administration asked ULI
to convene a group of real estate and planning
professionals to provide a better understanding
of the correlations between the approval of trans-
portation infrastructure projects and local land
use patterns. In requesting the assistance of ULI,
the FHWA sought a better understanding of
local land use decision making—as well as of the
decision-making process that the private sector
uses when deciding to develop a real estate
project—so that the FHWA and transportation
agencies can more logically discuss the correlations
between transportation and land use when analyz-
ing projects. In addition, this understanding also
can help transportation agencies more effec-
tively communicate to decision makers the role
that transportation projects play in land use pat-
terns and how local and regional governments
can work with transportation agencies to achieve
each entity’s goals.

The ULI Process

ULI conducted an Advisory Services workshop
titled “Location Decision Making: The Role of
Transportation Infrastructure.” Six ULI mem-

bers with relevant expertise and experience in the
implications of transportation decisions on land use
gathered in Washington, D.C., for two days to dis-
cuss this issue with FHWA representatives. Panel
members represented both the public and private
sectors and included developers, local government
officials, land use planners, transportation plan-
ners, and environmental professionals.

The purpose of the workshop was to facilitate dis-
cussions among public and private land use de-
cision makers and to promote a dialogue that will
allow the FHWA and transportation agencies to
better understand the correlation between
transportation planning and land use decisions.
Hearing both public and private sector views on
this subject can help the FHWA and transporta-
tion agencies become more aware of the impact
of transportation decisions on land use.

The questions addressed included the following:

¢ What role does transportation planning play in
local government land use decisions?

e What role does transportation planning play
for private development?

¢ How can transportation planning better corre-
late with land use decisions and a community’s
vision for the future, and how can land use de-
cisions and a community’s vision be better cor-
related?

FHWA officials met with the panel and provided
an overview of the different programs and poli-
cies involved in the FHWA project approval pro-
cess. The panel spent the balance of its first day
discussing and formulating its recommendations,
which it presented on the second day.

This report is a summary of the panel’s findings
and recommendations. It is organized into two
main sections. The first discusses how develop-
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ment decisions are made and describes the pri-
vate sector perspective on where, when, and how
private development occurs, as well as how local
and regional government policies factor into these
decisions. The second section discusses how and
when transportation projects affect local land use
decisions.
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How Development Decisions Are Made

his section describes the development

decision-making process from the private

sector perspective, as well as the role that

local and regional government entities play
in the process. It provides a framework for un-
derstanding the relative importance of transpor-
tation accessibility, describes the role of local and
regional government actions and policies, and
outlines the private developer’s decision-making
process.

The Public Process

Most local land use decisions and outcomes start
with a public process. Regional and local policies
have the greatest impact on how land use deci-
sions are made. The typical components of the
public process are described below. It is impor-
tant to remember that this is a general discussion
and that, just as localities are different, so are
local and regional decision-making processes.

Following or Leading

Development will occur, as discussed later in this
report. Local governments play a critical role in
determining how, when, and where this develop-
ment will take place, as well as in the quality of
the development. Local government therefore
can be a follower—reacting to development pres-
sures and making ad hoc decisions on a project-
by-project basis—or a leader—determining its
own vision and future; putting in place the goals,
objectives, and policies necessary to achieve that
vision; and standing by its vision over the long
run. If planning is done well in a collaborative,
open process, both the private sector and the
community at large will have more confidence in
the development decision-making process

Vision and Community Aspirations

The public process typically begins with setting a
vision and a “road map” for where the community
wants to go, as well as by describing the steps

needed to achieve that vision, to get where the
community wants to go. By having a vision, a
community can set the stage for its future land
uses as well as build some predictability into the
planning and development process. A community
typically uses the following three steps to set
its vision:

o Comprehensive planning involves drafting and
adopting a master plan that describes the com-
munity’s goals and objectives. The plan addresses
a variety of issues, including future land uses,
economic development, housing, social services,
and infrastructure such as water, sewers, storm
water management, schools, recreation, and
transportation. It is, in essence, the blueprint
for the future of the community.

o Development requlations are drafted to pro-
vide implementation mechanisms for the com-
prehensive plan. They outline, among other
things, where and how development will oc-
cur. Development regulations specify types of
development—such as residential, commercial,
industrial, and so forth—as well as allowable
densities, permitting procedures, and develop-
ment review and approval processes.

o [mplementation is the final stage of commu-
nity visioning and master planning. It puts the
plan into action and produces the end results.

Public Sector Infrastructure Investments

Development is not the sole responsibility of the
private sector. The public sector plays a key role
in the development process by setting the stage
for development through its infrastructure invest-
ments. These include water, sewer, and storm
water management systems as well as schools,
roads, transit, parks and open space, and social
services. The level of a community’s commitment
to its infrastructure needs sets the stage for fu-
ture land uses and demonstrates the community’s
commitment to high-quality development.
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The Developer’s Process

The developer goes through a much different
decision-making process when deciding to build or
not build. While its decisions are made within the
context of the local planning process, it is gener-
ally tandem to and not necessarily a result of local
planning decisions. When determining whether a
project is a good decision or not, a developer typi-
cally uses a general checklist like the following.

Market Demand

First and foremost, the developer needs to deter-
mine if a market exists for the product he or she
is considering building. Market studies are con-
ducted to determine a proposed project’s market
feasibility, absorption rates, and anticipated costs/
benefits. Developers, like most people, are in busi-
ness to make a profit. They usually will not build
something that is not going to sell and therefore
will cause them to lose money.

Market determination—from a developer’s per-
spective—is typically evolutionary, not revolu-
tionary. In other words, a developer looks to see
what type of product already has succeeded in the
market, rather than try to break into the market
with a totally unconventional product. Local and
national development cycles play a key role in
market determination. For example, one national
trend is the growing number of households with
no children under the age of 18—a demographic
group that currently includes almost 75 percent
of U.S. households—which has created a growing
market for smaller homes that require less upkeep
and maintenance. This trend, however, also needs
to be looked at on the local level. While more and
more “empty nesters” may be found living near
large cities, smaller communities may still have
more families with small children looking for the
traditional single-family house with a yard. In
other words, what works and sells in one area
may not sell in another.

Local demographics therefore play a key role in
the market. The population growth rate—which
dictates how well a development project will do
and at what rate it will be absorbed—the employ-
ment base, and the age and education level of the
population all play a role in market demand. High-
end office development is not going to take place
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in an area that has not seen any major new busi-
nesses in a while and that has no prospects of see-
ing any in the near future.

Competition from existing and anticipated devel-
opment also is a market factor. A high-end retail
developer most likely will not build a new shop-
ping mall with upper-end stores if a similar mall
exists within a certain distance of the proposed
site. However, if the area lacks mid-level retail
and its population demographics support that use,
a mid-level retail project may be a more feasible
development for the site.

Site Suitability

The next thing a developer will look at is the suit-
ability of the site or sites available for the project.
Size, access, amenities, and environmental oppor-
tunities and constraints all play a role in determin-
ing site suitability. A residential developer, for ex-
ample, will consider how many units can be built
on the site; its location in relationship to transpor-
tation infrastructure, including transit; its proxim-
ity to and the quality of amenities such as schools,
retail, recreation, and health care facilities; the
nearby market and competition; physical features
such as topography, natural resources, and envi-
ronmental constraints; and any issues that could
adversely affect the perception of the project, such
as proximity to undesirable land uses, which could
include landfills, airports, or manufacturing facili-
ties. Site access also factors into the site suitabil-
ity equation, but it is not the primary factor, just
one of many.

Economic Feasihility

A proposed project needs to “pencil out,” that is,
be economically feasible, before a developer will
decide to move forward. If the project does not
make sense economically, it usually is not going
to happen. For example, if the costs of purchas-
ing the land, improving the roads, bringing in
building materials, extending water and sewer
services to the site, and labor cannot be absorbed
in the cost of the product—that is, if the houses
will not sell for a price high enough to enable the
developer to reclaim those costs and still make a
profit—then the project does not make good eco-
nomic sense.



The timeline for the project also factors into eco-
nomic feasibility. A developer’s typical timeline is
less than five years—generally three to four years
—from start to finish. While this will vary depend-
ing on the size of the project, any project that will
take longer than five years usually is built in phases
so that it can be developed in manageable pieces
and evaluated at certain points along the way.

Regulatory Environment

The regulatory and permitting environment also
plays a role in the developer’s decision-making
process. While the development community does
not expect local governments to just give them
everything they ask for, they do expect some pre-
dictability in the process and a level playing field
for all parties. If the process is unpredictable—if
it is not clear what the impact fees will be from
one project to the next or if the community has a
history of making arbitrary decisions on projects
—developers will be wary of doing business in
that community. If, on the other hand, a commu-
nity’s development regulations are clear, time
frames and approval processes are as consistent
and predicable as possible, and government staff
are willing to work with developers in order to
achieve the highest-quality development possible,
a developer is more likely to want to do business
there—and to do so in ways that benefit the com-
munity. Community support—or opposition—also
is a consideration. If a developer will have to ex-
pend considerable resources on convincing the
community that the project will not affect it ad-
versely, those costs need to be evaluated as part
of the feasibility process.

Capital Availability

Most developers—especially smaller ones—do not
have enough capital of their own to complete a
project. Therefore, they typically borrow money
to do so. Lenders and investors consider the risk/
reward ratio for their investment and want to
know if a project will be realized within the typi-
cal five-year time frame. If the risks do not appear
likely to pay off, or if it looks like the development
process may be extended or delayed, they are not
likely to provide capital to fund the project.

Transportation Decisions

One of the questions asked of the panel was how
transportation decisions factor into land use and
development decisions, both for the public sector
and the private sector. While this will be expanded
upon in the next section, it is important to pre-
sent some preliminary conclusions at this point in
the report.

First, the panel believes that transportation deci-
sions are a component of local public sector actions/
planning that are made early in the local land use
planning process. Programmed transportation im-
provements are factored into land use planning
and visioning but are not the driving force in these
processes. Communities believe that they need to
control their own destinies, at least when draft-
ing their plans, and do not depend on transporta-
tion improvements. In addition, local government
planning has a longer time frame than individual
development projects. Therefore, it is feasible for
communities to factor federal and state transpor-
tation planning activities into their own planning
processes, but transportation decisions are not
the driving force in these processes.

Transportation decisions may be less important
to developers’ decisions about individual projects,
because their time frames and planning horizons
are so much shorter than the public sector’s. Typ-
ically, no transportation improvements are re-
quired for infill development, and therefore there
is no real federal impact on such projects. For
greenfield locations without any meaningful ac-
cess, it usually is not feasible to wait for the pub-
lic transportation decision-making process.

Washington, D.C., December 6-8, 2004
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How and When Transportation Projects
Affect Local Land Use Decisions

he panel felt it was important to under-
stand the total context in which land use
decisions are made before it tackled this
issue. This will make it easier to under-
stand how transportation infrastructure decisions
affect land use decisions—or vice versa. Develop-
ment decisions are incremental and the market is
the key. New development and redevelopment
are the result of thousands of developers making
thousands of decisions. Although one hopes that
these decisions are being made wisely, within a
rational framework, that is not always the case.

Personal Choices

People tend to want it all: a big house on a big lot
within a short commute of their workplace. They
work to earn enough money to buy the house and
then hope that transportation issues will take care
of themselves. Recent polls have shown, however,
that 50 percent of people are willing to live in a
smaller house to travel less, since they cannot have
it all. This number is greater than it has been in
the past. In addition, the number of “empty nesters”
—people who no longer have children at home and
do not need a large house or want the responsibil-
ity of keeping up a house and a yard—is increasing.

Personal choices play a large role in land use deci-
sions. People who choose to live “out in the sub-
urbs” expect that transportation improvements
ultimately will improve their commute. They also
may choose to live there because they can get
more house for their money in the farther sub-
urbs, and they value that more than a shorter
commute. The market responds to these choices
and delivers products that appeal to buyers.

New Capacity and the Impact on Growth

There is no doubt that new roadway capacity might
cause more development to occur. However, as
discussed in the preceding section, this is not the
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driving factor for development decisions. How much
the capacity spurs development depends on mar-
ket demand as well as on other factors.

Growth is occurring. The U.S. population is increasing
—through both immigration and birth—and these
people need to live somewhere.

The issue, therefore, is not if growth will happen,
but rather how and where it will happen. The crux
of the issue is whether this growth will be managed
or unmanaged. New roads often lead to new devel-
opment, but they do not have to lead to sprawl.
Local land use policies are the key to managed or
unmanaged growth. Critics who want to say “no”
to all development should instead focus their en-
ergy on saying “no” to unmanaged development.
What transportation agencies need to know when
faced with opposition to projects is whether the
critics are attacking the road projects or the an-
ticipated new development. In many communi-
ties, the general public does not trust local deci-
sion makers to do the right thing when it comes
to land use decisions.

U.S. Population Projections
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Transportation agencies can help local governments
“get to yes” for managed development—in other
words, the desired development in the desired
place at the desired time. While the panel recog-
nizes that transportation agencies are not in the
land use policy business, they can be a partner in
local decision making and should be aware of how
and when local decisions are made. Several re-
sources have been developed to help create and
implement sound land use decision-making pro-
cesses and policies. By working with local gov-
ernments as transportation decisions are being
made, transportation agencies can be informed
participants in the process.

Getting to Yes for Managed Growth

To become an informed player in the decision-
making process, transportation agencies need to
understand what managed development is and
how development decisions are made. When work-
ing through the National Environmental Policy
Act (NEPA) process for new projects, reviewers
at state and federal agencies should be looking for
certain things with regard to the local govern-
ment’s capacity for planning and land use decision
making. “Managed growth” may mean different
things to different communities. There are, how-
ever, some “green flags” that indicate that a local
government proactively manages planning and
development practices, as well as some “red flags”
that indicate that a local government does not
take an active role in land use decisions, and
therefore does not support managed growth.

Green Flags

The following are indicators that local govern-
ment is being proactive in its management of
development:

¢ Managed development is planned and antici-
pated by the public sector and not just reactive
to development proposals. Managed develop-
ment recognizes that there may be pressure to
change land use plans, to increase development
or development densities, as a result of a trans-
portation project. Local plans anticipate that
development will occur and leave room for
growth. Understanding managed development
requires reviewing local land use plans to see if

they are prepared to accommodate new growth
in a way that encourages desired development
patterns.

Local governments need to continue to imple-
ment policies for managed development. Plans
and policies should be sound enough to with-
stand political changes and changes in admin-
istrations. These plans and policies should be
sound, predictable, and foster good cooperation
with both the public and private sectors.

Managed development requires proactive poli-
cies by local governments to guide land use.
These include the following:

¢ Incentives for focused commercial develop-
ment that creates commercial centers and
destinations so that people do not have to
drive everywhere.

e Clustering of development so that open space
can be preserved.

¢ Conservation of natural resources, including
innovative stormwater management practices,
open-space preservation, energy-saving poli-
cies, and wildlife habitat preservation.

¢ Transfer or purchase of development rights
that allow the community to guide develop-
ment where it is appropriate and discourage
it where it is not, without compensation to
the landowner.

e Programs and policies that reinforce infill
development where appropriate and provide
incentives for it.

Local governments that have innovative financ-
ing for funding infrastructure and planning pro-
grams clearly have thought about planning and
are willing to be proactive in managing their
growth. This is a positive sign that managed
growth and development are important to the
community.

Multimodal transportation options indicate that
the local government is looking at ways to ease
traffic congestion as well as direct growth to

appropriate areas. By emphasizing alternatives
to the car, the local government is planning for
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a community that will welcome a mix of income
levels, age groups, and viewpoints about travel.

¢ Local governments that have completed fine-
grained planning around “locator” factors—
nodes—indicate that they intend to take ad-
vantage of the transportation access in their
communities. These nodes typically include mass
transit terminals and transit stations as well as
highway interchanges. Providing detailed plan-
ning for these areas may limit the need for ad-
ditional transportation infrastructure.

Red Flags

Just as there are indicators of managed planning
and development policies, other things indicate
that local government is not proactive in its plan-
ning and therefore may not be managing the growth
process. These indicators include the following:

¢ A lack of policies to support land use and popu-
lation projections means that the local govern-
ment is not planning for its growth and instead
is leaving it to chance. By evaluating growth
projections and determining where to guide
growth, local governments can be better pre-
pared to handle growth.

e A local government with a history of weak land
use planning and controls—such as minimal reg-
ulations, unpredictable decision making, and
unclear or no zoning—likely will not be proac-
tive in its growth and development.

¢ A lack of regional coordination on the part of
the local government indicates that it is not ad-
dressing the regional aspects of growth, such
as infrastructure impacts, and is not planning
in a manner that will manage development. Be-
cause growth does not happen only in one juris-
diction, it must be looked at on a regional level.

What Transportation Agencies and the
FHWA Can Do

As stated previously, development decisions result
from a complex interplay of actions by transpor-
tation agencies, other public sector agencies, and
the private sector. This panel focused on the role
of transportation agencies. A complete picture
would also require recommendations for other
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agencies and local government, but that was not
part of the panel’s assignment. The recommenda-
tions to FHWA and transportation agencies
should be understood in this context.

State departments of transportation, with FHWA
support, can work actively with local govern-
ments to foster good planning and be part of the
planning process.

Foster Partnerships and Be a Player

Sensible land use controls and managed develop-
ment will occur only if there are partnerships, both
formal and informal, among all the entities that
have an impact on land use. These partnerships
need to be creative and encompassing. By work-
ing with local governments, metropolitan plan-
ning organizations (MPOs), growth management
interests, and the private sector, transportation
agencies can achieve open communication and
knowledge sharing from every perspective. Build-
ing on existing partnerships—as well as identify-
ing where new ones can be formed and modeling
them on partnerships in other parts of the coun-
try—will help advance transportation agencies’
involvement in land use planning.

Some growth and infrastructure scenarios may not
be clear-cut. Trade-offs and compromises will need
to be made. The key to addressing these issues
is to be involved in the planning and land use
decision-making process through partnerships.

Transportation agencies are responsible for trans-
portation planning and land use agencies for land
use planning, yet transportation and land use in-
fluence each other. In order to plan for the most
effective use of the transportation system, all agen-
cies that influence transportation infrastructure
should be involved in the transportation plan-
ning process, which should include goals mutually
agreed to by all players

Evaluate U.S. Department of Transportation
Planning Programs

The panel is not recommending that the U.S. De-
partment of Transportation (DOT) totally reorga-
nize its planning programs. Rather, it is suggest-
ing that DOT diversify the participation of staff in
its planning programs, either on an ad hoc basis
or through formal processes. It also should work



to draw in members of the development commu-
nity, to educate them about federal processes and

to learn from them how they make their decisions.

The FHWA should work to reward collaborative
processes that produce better results in coordi-
nating land use and transportation. This will send
amessage to states and MPOs that the FHWA sup-
ports projects in areas and communities where
land use planning and transportation coordina-
tion occur.
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Gonclusion

rogrammed transportation improvements

are factored into land use planning and

visioning but are not the driving force in

these processes. Communities believe that
they need to control their own destinies when
drafting their plans, and not depend solely on
transportation decisions to achieve the desired
outcomes.

Transportation decisions may be less important to
developers’ decisions about individual projects be-
cause their time frames and planning horizons are
so much shorter than the public sector’s. For green-
field locations without any meaningful access, it
usually is not feasible—from the developers’ per-
spective—to wait for the government transporta-
tion decision-making process.

Variables other than transportation, such as mar-
ket demand, site suitability, capital availability,
economic feasibility, and regulatory environment
play a significant role in influencing the developer’s
process for determining a development’s viability.

Transportation has an important—although indirect
—impact on land use decisions. It can have a strong
influence but does not always control the outcome.
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This, however, does not mean that transportation
agencies and the FHWA should not take an in-
terest in land use decisions, but rather that they
should be part of the planning processes and should
use their resources, wherever possible, to promote
land use and growth patterns that optimize the
use of existing transportation infrastructure.

Roadway infrastructure is just one element in the
land use decision-making equation, from both the
public and private sector perspectives. Yet trans-
portation agencies can work with local govern-
ments to foster sound planning and growth deci-
sions, and to be proactive in their involvement in
land use policy decisions. The panel recommends
that transportation agencies be proactive in work-
ing with local governments in their “impact areas”
and that they become part of the local government
planning process as much as is feasible. By under-
standing how local decisions are made, transpor-
tation agencies can better understand how their
decisions will affect local growth and how local
land use plans will influence transportation needs.
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