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ABSTRACT

Public infrastructure usually decays so slowly aadinvisibly that we are
shocked when a bridge collapses, a levee breaksfumnel floods. But sidewalks
decay right under our feet and in front of our eyad.os Angeles, 4,600 miles of
the city’s 10,750 miles of sidewalks need repdigraestimated cost of $1.2 billion.
Broken sidewalks have become an important legakissnce a court ruled in 2003
that the Americans with Disabilities Act appliessidewalks. As a way to comply
with the ADA, cities can require property ownersrépair any broken sidewalk in
front of their property before they sell the prageBefore any real estate is sold,
the city inspects the sidewalk fronting the propeif the sidewalk is in good
condition, the owner is not required to do anythiBgt if the sidewalk is broken,
the owner must fix it before selling the propetyn analysis of sales data in Los
Angeles shows that half of all properties in thiy @vere sold at least once in the
past 12 years. If Los Angeles had established @atqodisale program 12 years ago,
about 2,300 miles of broken sidewalks in the cipuld have been repaired by now.
Walkable cities need walkable sidewalks, and réogiisidewalk repairs at the
point of property sales will help put cities backtbeir feet.
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Property has its duties as well as its rights.
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Public infrastructure usually decays so slowly aw invisibly that we are shocked
whenever a bridge collapses, a levee breaks, onreel floods. But sidewalks decay right under
our feet and in front of our eyes. Sometimes wenevip over a broken sidewalk and end up in
the emergency room.

In Los Angeles, for example, 4,600 miles of thg/'si 10,750 miles of sidewalks need
some repair, at an estimated cost of $1.2 billieigure 1 shows examples of these broken
sidewalks. From 2002 to 2006, the city paid an agerof $3 million a year to settle lawsuits over
trip-and-fall accidents on broken sidewalks. In soyears, Los Angeles has paid more to settle
trip-and-fall lawsuits than it paid to repair sidgis. In the eight years since 2000, the city
repaired only 67 miles of broken sidewalks per ye&ven if the sidewalks miraculously stopped
breaking, at the current pace it would take 69 yéarepair all the existing damage.

Broken sidewalks make the city less walkable amak tdiscourage pedestrian travel.
Broken sidewalks can especially impede travel bypfee with disabilities. This impediment has
become an important legal issue since the UnitateStCourt of Appeals for the Ninth Circuit
ruled in 2002 irBarden v. City of Sacramentbat the Americans with Disabilities Act applies t
city sidewalks. In 2003 the United States SupreroarCrejected the appeal by Sacramento to
overturn the Ninth Circuit ruling.

The Americans with Disabilities Act

In Barden v. City of Sacramenta,class-action suit on behalf of persons withldigees,
Joan Barden and others alleged that Sacramentatetbthe Americans with Disabilities Act
(ADA) by letting its sidewalks fall into disrepaif.he Ninth Circuit Court of Appeals ruled that
the city must ensure that its sidewalks satisfy dbeessibility requirements of the ADA. The
ADA, the Court ruled, covers “anything a public igntdoes” and any “normal function of a
governmental entity,” including sidewalRs.

After the Supreme Court denied Sacramento’s appfetide case, the city entered into a
settlement that requires it to dedicate 20 peroéits annual transportation funding for up to 30
years to make public sidewalks accessible. Spatlifiche settlement requires, “Changes of level
of greater than ¥ inch, whether caused by treesrooany other deterioration or displacement of
the surface of the Pedestrian Right of Way, will reenedied by providing a ramp with an
appropriate slope or by creating a level pathafet.”
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Figure 1. Broken sidewalks in Los Angeles
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The plaintiffs inBarden v. City of Sacramenkad asked the city to adopt a transition plan
for its sidewalks to remove barriers to person$wlisabilities. Section 35.150 of the regulations
implementing the ADA requires all cities to havéransition plan that sets forth the steps they
will take to make public facilities accessible. Tglan shall, at a minimum:

0] Identify physical obstacles in the public entityfacilities that limit the
accessibility of its programs or activities to mduals with disabilities;

(i) Describe in detail the methods that will be usedmake the facilities
accessible;

(i) Specify the schedule for taking the steps necedsaaghieve compliance with

this section and, if the time period of the traositplan is longer than one year,
identify steps that will be taken during each yefathe transition period.

Other ADA lawsuits about inaccessible sidewalksehalso been filed. For example,
Kohrman and Nepveu (2008, 5) discuss a class-ataissuit against the California Department
of Transportation. They report that one of the ngi#fs “frequently has been required to ride in
the street in his wheelchair, just inches alongsjgseding vehicular traffic because of inadequate
or absent curb cuts, ramps, or sidewalks. Becaass/ rcurb cuts and slopes do not comply with
the law, he is often in danger of tipping over @amgerously slanted rights of way.”

Who Should Pay to Repair Sidewalks?

In California, property owners are liable for magisidewalk repairs, as stated in Sections
5610 and 5611 of the California Streets and Higrsr@gde:

The owners of lots or portions of lots fronting any portion of a public street
shall maintain any sidewalk in such condition ttie sidewalk will not endanger
persons or property and maintain it in a conditidnch will not interfere with the
public convenience . . . When any portion of tha@esialk is out of repair or
pending reconstruction and in condition to endan@ensons or property or in
condition to interfere with the public conveniennehe use of such sidewalk, the
superintendent of streets shall notify the ownerperson in possession of the
property fronting on that portion of such sidewalk out of repair, to repair the
sidewalk.

Under this state code, city inspectors cite prgpewners whose sidewalks are damaged, and if
the owner does not repair the sidewalk, the citkesahe repairs and bills the owner. Property
owners are similarly responsible for sidewalk repai many other states and citfes.

Until 1973, Los Angeles followed the state coael1973, however, federal funds became
available to repair sidewalks at no cost to propenvvners. The City Council adopted an
exception to its previous policy of requiring pragyeowners to repair their sidewalks. Section
62.104 of the Los Angeles Municipal Code, adoptetld73, states:
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Preventive measures and repairs or reconstruaionorbs, driveways or sidewalks
required as the result of tree root growth shaltdgaired by the Board at no cost
to the adjoining property owner.

In effect, the city assumed responsibility for meisiewalk repairs. In 1976, however, the federal
funding for sidewalks ran out, and the end of thyears of well-intended federal subsidies left

the city with no sidewalk repair program. Then1Bv8, California voters adopted Proposition 13
to reduce property tax rates, and public funds tmecaven scarcer. In 1980, the city attempted to
reinstate the previous policy of requiring propestyners to pay for sidewalk repairs, but the tax
revolt was in full swing. Property owners objectedhe “new” mandate for sidewalk repairs, so

the city halted citations. Because the city wastsbbmoney, it began to make only temporary

asphalt patches to broken sidewalks or—more comyredid nothing at all.

In 1998, after allowing its sidewalks to deterierdor over two decades, the city placed
Proposition JJ on the ballot. It would have authedi $679 million in bonds to repair the city’'s
sidewalks, and, to repay the debt, it would haeesased taxes on all property in Los Angeles for
20 years—even on property without sidewalks or vgitthewalks that were in good condition.
Opponents of Proposition JJ argued that a citywadtedid not guarantee the sidewalks in their
own neighborhoods would ever be repaired—and ttsel d point. Most residents would have
had to wait years before their taxes paid to fix sidewalks in front of their homes. On election
day, only 43 percent of the voters supported PiitipasJJ—well short of the 2/3 majority
California requires for approval of municipal bonds

In 2000, the city began to repair sidewalks ugjegeral revenue. Despite the backlog of
$1.2 billion in accumulated damage, however, thdgleti for repairs averaged only $10.8 million
per year up to 2008.This slow pace leads to the question: Is themtham way to pay for
sidewalk repairs?

A New Solution: Requiring Sidewalk Repairs at tbenPof Sale

Although Los Angeles voters have rejected a taiprove their broken sidewalks, the
city can adopt a new strategy that already workB wweother cities: require owners to repair
broken sidewalks before they sell their propertywn@rs pay for sidewalk repairs when they
receive cash from the sale of their property, wiécbften when they are leaving the city.

How does this strategy work? Before any real esgasold, the city inspects the sidewalk
fronting the property. If the sidewalk is damagtx owner must fix it before sale. For example,
the municipal code in Piedmont, CA, requires, “Newlewalks and/or driveways must be
constructed if required by the superintendent dets . . . in conjunction with the sale of real
property.® Piedmont requires repairs if the vertical dispiaeat of a break in the sidewalk is %
of an inch or less, and reconstruction if the eaitdisplacement exceeds % of an inch.

A point-of-sale program like Piedmont's has selvadvantages. First, owners will not
have to pay for or do anything until they sell th@ioperty. The sale will then provide the cash to
pay for any required repairs. Sellers will fix orthe sidewalk in front of their own property, so
they will know exactly where their money is going.
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Second, sidewalk repairs at sale will be graduslibevitable because about half of all
properties are sold at least once every decadepiperty turnover rate is similar throughout the
city, so damaged sidewalks will be repaired evesnstat roughly the same rate (Shoup 1996).

Third, sidewalk repairs will increase a properticsirb appeal” and its market value. A
property’s value will increase not only becausé&®bwn sidewalk repairs but also because of all
the neighbors’ sidewalk repairs. If all the repdigdewalks in the neighborhood increase a
property’s sales price by more than the ownersividdal cost of repairs, the point-of-sale
program will create a net capital gain for an owmereturn for accepting the obligation to repair
one’s sidewalk at sale, everyone will live in a/aitith better sidewalks. Many properties will not
require any repairs, so the general increase ipgoty values as a result of better sidewalks in the
neighborhood will be net capital gains for all tveners of these properties.

Fourth, the city will not have to raise taxes &y fpor sidewalk repairs. The repairs cost the
city nothing, and the city even saves money bec#use will be fewer trip-and-fall lawsuits.
Many properties are sold by owners who are leathegcity or by absentee owners, so everyone
who stays in the city will enjoy better sidewalkkile® absentee owners and those who are moving
away will pay much of the cost.

In addition to all these political and economivaatages of a point-of-sale program, the
city will also have a legally enforceable ADA tram plan to make its sidewalks accessible for
persons with disabilities.

Cities have been adopting point-of-sale prograonsafvariety of purposes. For example,
Los Angeles and many other cities require ownersetmfit their property with water-saving
toilets when they sell the property. The admintstea economic, and political advantages of
gradual but inevitable improvements can allow sitie renew themselves without raising taxes
and without trying to do everything at once. In lArsgeles it took more than 30 years of neglect
for the sidewalks to disintegrate into such an #pgacondition, and it will take many years to
make $1.2 billion in repairs.

How Does a Point-of-Sale Program Work?

How can a city require property owners to bringithsidewalks up to the ADA’s
standards? In 2007, the Los Angeles Bureau of S8eevices, the agency responsible for the
city’s sidewalks, appointed a committee to study thsue. After considering all the options, the
committee recommended a point-of-sale program. dditimn, the committee recommended
includingg street trees in the program to help adhigne Mayor’s goal to plant a million trees in
the city:

To enforce the point-of-sale mandate, the city regquire that a certificate of compliance
for safe sidewalks and healthy street trees musndéleded in the escrow documents at sale.
Figure 2 shows a flowchart of the steps necessaoptain a certificate of complianc&Several
outcomes are possible after an owner requeststths ¢nspect a property before sale.
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1. If the sidewalk is in good repair and streee$rbave been planted, the inspector issues a
compliance certificate.

2. If there is no sidewalk and street trees areraquired in front of the property, the
inspector issues a compliance certificate.

3. If the sidewalk is damaged and/or street treesrequired, the inspector estimates what
the city would charge to repair the sidewalk angiant the street trees. There are several
possible actions at this point.

a. The owner requests the city to repair the sitteaad/or plant the trees and pays
the estimated cost. The inspector then issues @l@moe certificate, and the city
repairs the sidewalk in front of the property.

b. The owner requests the city to repair the sitlevaad/or plant the trees and
accepts a lien on the property for the estimatest. cthe inspector then issues a
compliance certificate, and the city repairs thaewialk in front of the property.
The lien is cleared at sale and the city is pahfthe proceeds.

C. The owner chooses to have a private contraeatoy out the work.
i. The owner or contractor requests a permit amdptetes the work.

ii. The city inspects the work, and if it passebe tinspector issues a
compliance certificate.

d. If the next owner intends to redevelop the prop repairing the sidewalk at sale
may be premature. In this case, the city can atlmevowner to contract with the
buyer to have the work done within a specific tipggiod after sale (such as one
year). The city can inspect the property at the @rttlis period, and cite the owner
if the required repairs have not been completed.

The inspectors can enter the records of theireictspns into a geographic database that
shows the condition of sidewalks and street treesughout the city. The point-of-sale program
will be part of the city’s transition plan to make public sidewalks accessible, and the point-of-
sale database will show the city’s progress towaegting the plan’s goals.

Along with fixing the sidewalks, the point-of-sgkan can help to create a healthy urban forest.
Almost everyone agrees that tree-lined streets orgra neighborhood and increase property
values. Allan Jacobs (1990, 84) observed, “If, infamerican city, you wanted to make a major
positive impact on an existing street and had atdanbudget, you might well recommend
planting trees as the way to get the most impacydor money.” If property owners accept the
individual obligation to plant a street tree befdhey sell their property, the whole city will
slowly become much greentr.
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Figure 2. Obtaining a Certificate of Compliance
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Deferring Payments until Sale

A key feature of the point-of-sale program is thedperty owners can pay for sidewalk
repairs when escrow closes for the sale. If an oweguests the city to repair a sidewalk but
prefers to delay paying until sale, the owner carept a lien on the property for the cost of the
repairs. The city is repaid from the proceeds & ¢lale when all liens are cleared. The city
charges interest on the debt, but payment of ticeuad interest is also delayed until sale. The
city, in effect, lends owners the money to paydiiewalk repairs for as long as they continue to
own the property. Owners can repay all or parthef tdebt at any time before they sell the
property, but any remaining debt is due at salewlhers pay a market interest rate on the debt,
the government loses nothing by the delay.

The option to defer payment until sale has sevbalefits. First, the program will
increase public investment without any public sdpsiThe city runs no risk of borrowers’
defaulting on the cost of sidewalk repairs becawszsh is available from the sale of the property
when the debt is due. A public lien is senior tg arortgage, so even if property values decline
and the owner has no equity, the city will be rdgaifull.*?

Second, allowing owners to defer payments untd as a strong political advantage. If
the city allows owners to defer paying for sidewsdpairs until cash from the sale provides the
ability to pay, elected officials can vote for airmteof-sale requirement with a clear conscience.
Offering owners the option to defer payment unéilescan thus increase the political will to
require sidewalk repairs. Finding the cash to retbes sidewallbeforesale would be difficult for
many owners, but allowing owners to pay for sidéwalpairsat sale will eliminate any cash-
flow problem. Offering the option to defer paymenttil sale will also allow the city to cite
property owners whose severely damaged sidewadatecran immediate danger to pedestrians
and increase the likelihood of a trip-and-fall lavtgsee the examples in Figure 1). Requiring
prompt repairs in these cases will increase pubditety, remove barriers to persons with
disabilities, and reduce claims from trip-and-fidivsuits, but it will not create a financial
hardship for property owners.

Third, because the goal of an ADA transition plarto make sidewalks accessible as
quickly as possible, cities can allow all ownergdpair their sidewalks early and defer payment
until sale. The requirement to repair sidewalksale, combined with the ability to delay payment
until sale, may spur some owners to repair their sidenarly. They may repair early because
(a) they want to enjoy the smooth sidewalk they ewkentually have to provide anyway, (b) they
expect it will be cheaper to repair early, (c) thegnt to avoid trip-and-fall accidents on the
sidewalk in front of their property, (d) they wabot participate in improving their neighborhood,
or (e) they want to make their property more adbés$o persons with disabilities.

Financing the Deferred Payments
The proposal is for the city to fund sidewalk repand recoup the cost plus accrued
interest when properties are sold. But how cancihefinance this unknown quantity of work

(and therefore unknown cost) if it cannot affor¢anventional sidewalk repair program? One
option is to borrow the money from the city’s irdst-earning investment pool, and to repay the
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cost plus interest at sale. If this is not possiltee city can contract with private financial
institutions to fund them. If the city contractsthvia private financial institution, the lenders in
this public-private partnership will be repaid whikens are cleared as properties are sold.
Because the property liens will pay for public istreents, the interest payments will be tax
exempt to the lenders. The debts will be short-teax-exempt, and almost totally default-proof
even if property values declifd The deferred debts for sidewalk repairs shouldefioee be an
attractive investment for many lenders, and theredt rate charged to the property owners should
be low. The private lenders can administer theveadle debts like mortgages, and the city can
also notify property owners about the debt, plusraed interest, on their annual property tax
bills. In choosing among prospective lenders fa gnogram, cities could select the one that
offers property owners the lowest interest ratarendeferred payments, or could select several
lenders and let individual property owners chobsedne that offers the lowest interest rate.

An interest-bearing lien due at sale resemblesnaititerest credit card debt secured by
real property, but with no payments required usaike. The cost of repairing a sidewalk is low in
proportion to most property values, so the colitdor most loans will be high. Although
sidewalk loans will be small relative to proper@iues, the total value of the loans can be quite
high if a private lender funds all the sidewalk aiep throughout a city. Lenders could even
partner with local construction companies to repalewalks in accordance with city regulations
and the ADA. The consortium could both repair sidi and then finance the cost until
properties are soltf.

Public-private partnerships have become a majarcsoof project finance for large public
infrastructure investments, such as bridges or rmdids. Financing a collection of individual
sidewalk repairs will be a new form of distributptbject finance? The lender will finance a
collection of many small projects rather than oige iroject. The collateral for a collection of
sidewalk repairs will be much greater, the risk miawer, and the payback period much shorter
than for a single large infrastructure project.d@ficing the deferred payments for sidewalk repairs
may therefore be a profitable investment for rigskrae lenders who prefer tax-free income.

The Speed of Repairs

How fast will a point-of-sale program repair aytstsidewalks? For example, how long
will it take before half of all the sidewalks halieen repaired? We can answer this question by
estimating how long it takes before half of thegadies in the city have been sold at least once.
Table 1 shows the history of property sales forGlitg of Los Angeles between 1977 and 2006.
Column 2 shows the number of properties that wel& i; each year of column 1 and were not
sold again through the end of 2006, so repeat sdldge same property are not double counted.
For example, 27,412 properties were sold in 20@hea not been sold again by the end of 2006.

Column 3 shows the total number of properties tzat been sold at least once between
the beginning of each year in column 1 and thedr2D06; this total is the cumulated number of
properties in Column 2. For example, column 3 shtves 277,396 properties had been sold at
least once between the beginning of 2000 and tHeoER006.
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Finally, Column 4 shows the share of all propsrtibat had been sold at least once
between the beginning of each year and the en@@8.2-or example, 36 percent of all properties
in the city were sold at least once between 200D 2006'° If in 2000 the city had begun
requiring owners to repair any broken sidewalk ae,s36 percent of all sidewalks in the city
would have been fixed over the next seven years.

Figure 3 is a graph of the property sales ratbse. Viertical axis shows, in 2007, the share
of properties sold at least once during the previoumber of years shown on the horizontal axis.
The graph shows the share of the sidewalks thatdamave been repaired by 2007 as a function
of how long ago the point-of-sale program begar. &ample, if the program had begun 11
years earlier (in 1995), 50 percent of all the wial&s would have been repaired by 2007.

In addition to the sales rate for all propertiekén from Column 4 of Table 1), the graph
also shows the sales rates for several categofiegraperties (single-family, multifamily,
commercial, and industrial). Commercial and indakproperties have slightly slower sales rates
than residential properties, but the results arelai for all types of property. Although a point-
of-sale program might seem slow to produce resaitg,planning often produces slow results,
and some planning produces no results at all. Cozdpa many planning efforts, a point-of-sale
program will improve the city swiftly.

Periodic booms and busts in real estate salesemilporarily accelerate and decelerate the
rate of sidewalk repairs. Nevertheless, about dfa#fil owner-occupied housing units in both Los
Angeles County and the United States are soldast kence within ten years, similar to the rate
for the City of Los Angeles in Table'1 Because short-term fluctuations in sales have Effect
on long-term sales rates, they will have littleeeffon the long-term rate of sidewalk repairs.

If the city allows owners to delay paying the costil sale, some owners may repair their
sidewalks early. Inspectors who require sidewalkans at sale could solicit nearby property
owners whose sidewalks are broken and suggestrthghyt also like to have their sidewalks
repaired when work is being done on their bloclaviiners know the repairs will have to be done
eventually, and the cost can be delayed until sal@ny owners may decide to repair their
sidewalks even if they don't intend to sell theioperty. For these reasons, the actual repair rate
should be faster than the sales rate in Figufe 3.
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Table 1

Share of all properties in the City of Los Angelesold at least once
between January 1 of each year and December 31, 200

Number of properties with

Total number of prajsesr

Share of all properties

Year last sale date in each year sold since each year sold since each year
1) 2) 3) 4)
2006 45,327 45,327 6%
2005 47,470 92,797 12%
2004 44,921 137,718 18%
2003 43,127 180,845 24%
2002 38,155 219,000 28%
2001 30,984 249,984 33%
2000 27,412 277,396 36%
1999 27,169 304,565 40%
1998 24,982 329,547 43%
1997 21,453 351,000 46%
1996 18,964 369,964 48%
1995 16,129 386,093 50%
1994 15,679 401,772 52%
1993 13,793 415,565 54%
1992 11,930 427,495 56%
1991 11,279 438,774 57%
1990 10,970 449,744 58%
1989 12,571 462,315 60%
1988 15,359 477,674 62%
1987 16,886 494,560 64%
1986 18,873 513,433 67%
1985 13,275 526,708 68%
1984 10,259 536,967 70%
1983 8,848 545,815 71%
1982 5,967 551,782 72%
1981 6,086 557,868 73%
1980 7,118 564,986 73%
1979 10,130 575,116 75%
1978 10,369 585,485 76%
1977 10,473 595,958 78%

Calculated by Norman Wong,UCLA Center for Neighlmoti Knowledge.
The Los Angeles County Assessor provided the klstaate for all properties in the City of Los Atege
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Figure 3: Share of properties in Los Angeles sold
between 1977 and 2007

90%

80%

70%

60%

50%

40%

30%

Share of properties s¢

20%

10%

O% T T T T T r— T T —T T T T T T T 171 T 1T 1T T 1T 1T T T T T 7
0 1 2 3 45 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28029 3

Number of years

‘ —a— All properties —— Single family —e— Multifamily —— Commercial—— Industrial

Economic Effects of Requiring Sidewalk Repairsade S

How will a point-of-sale program affect the econdminvestment in sidewalks will
increase local employment, but diverting money &y for sidewalks will also reduce private
consumption. Public investment, however, createsemabs in the local economy than does
private consumption because more of the goods arvices that produce public investment are
local rather than imported from outside the regibo.investigate the question of how spending
more on sidewalks and less on private consumptitiraffect the economy, | have used a model
of the Southern California economy to estimate howwoint-of-sale program will alter local
employment and income.

The Lusk Center Research Institute of the Uniwersi Southern California has adapted
the IMPLAN input-output model to represent the emoy of Los Angeles, Orange, Riverside,
San Bernardino, and Ventura Countigghis 509-sector model makes it possible to estémat
only the direct effects created by changes in spgndut also the indirect and induced effects
created by intersectoral linkages. The model cas #stimate the net effects of increasing public
investment and reducing private consumption bygwgn amount.

We can use the model to estimate the effectseopthint-of-sale program in the first full
year of operation. Table 1 shows that if the progread begun on January 1, 2006, by the end of
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the year 6 percent of all the sidewalks in the wibuld have been inspected. The Bureau of Street
Services has estimated that repairing all the brakdewalks in Los Angeles would cost about
$1.2 billion. If 6 percent of all properties wereld in the first year of the program, and if the
sidewalks in front of these properties were typichlll sidewalks in the city, the cost of the
required repairs would be about $72 million ($1il2dm x 0.06).

Suppose owners spend $72 million to repair thdevalks, and they pay for these repairs
by spending $72 million less on private consumptidfe can estimate the effect of reducing
private consumption by reducing the final demandefach consumption category in proportion to
its share of consumption found in the Consumer Bdjiere Survey conducted by the Bureau of
Labor Statistics in 2002—2003. Estimating the @ftgancreasing public investment in sidewalks
is more difficult because the input-output matroed not have a category for repairing sidewalks.
The closest analogy in the matrix is maintainind egpairing streets, which is similar in its labor
demands to repairing sidewalks. Therefore, theceféd increasing spending on sidewalks is
estimated by increasing spending on streets. Tatdbows the results of shifting $72 million
from private consumption to repairing sidewalks.

Table 2
Estimated regional effects of shifting $72 milliorfrom private consumption to
public investment in Southern California

Private Public Net
Consumption investment change
1. Spending -$72,000,000  $72,000,000 $0
2. Jobs -1,656 +1,750 +94
3. Average wage per job $30,900 $35,600 +$4,700
4. Total wages -$51,264,000 +$62,208,000 +%$10,944,000
5. Proprietary income -$9,000,000 +$14,904,000 +$5,904,000
6. Total labor income -$60,264,000 +%$77,112,000 +%$16,848,000

Calculated using the 2001 IMPLAN Model for South&@alifornia. The region consists of Los Angelesaye,
Riverside, San Bernardino, and Riverside Counties.

Row 2 shows that shifting $72 million a year fromivpte consumption to public investment
will eliminate 1,656 existing jobs but also credt@50 new jobs. Therefore, the shift will
create a net increase of 94 local jobs.

Row 3 shows that the jobs eliminated as a resuliedticing private consumption pay an
average wage of $30,900 a year, while the jobsexday repairing sidewalks pay an average
wage of $35,600 a year. Not only does the shifinfrprivate consumption to public
investment create more jobs than it eliminates,thatcreated jobs also pay $4,700 a year
more than the eliminated jobs.
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Row 4 shows that reducing private consumption &/ $ilion a year will reduce local wages
by $51 million, but that increasing public investmhe sidewalks by $72 million will increase
local wages by $62 million. Therefore, the shiftapending from private consumption to
public investment will increagetal local wages by $11 million ($62 million — $51 rok).

Row 5 shows that proprietary income (the incomeeixesxl by self-employed individuals,
such as contractors) increases by $6 million a.year

Finally, row 6 shows that total labor income (farthh employed and self-employed workers)
in Southern California increases by $17 millioneary

Why does spending for sidewalks increase localewdry more than spending for private
consumption does? Many of the goods and servicesuooed by Southern Californians are not
produced in the region (such as cameras from Jagaaie,from Germany, clothes from China,
gambling in Las Vegas, gasoline from Saudi Arab&gations in Hawaii, whisky from Scotland,
wine from Napa). In contrast, sidewalks are reghil@cally (we cannot import sidewalks).
Therefore, shifting spending from private consumptio repairing sidewalks will increase the
demand for local labor.

The sidewalk repairs are assumed to be financeekdiycing local private consumption.
Absentee owners who pay for sidewalk repairs wihety sell their property will take less cash
out of the region, and their reduced private corstion will occur elsewhere. Resident owners
who sell their property and move out of the regigh also take away less cash after paying for
sidewalk repairs, so their reduced private consionpwill also take place elsewhere. Therefore,
the point-of-sale program can stimulate economitwvi¢ within Southern California even more
than estimated here.

These rough estimates suggest that a point-ofggalgram in Los Angeles will increase
employment and income, but that is not the reasaoepair sidewalks. The point-of-sale program
will save money in settling trip-and-fall lawsuitsill increase property values, will be politically
feasible, and will allow the city to do somethiritat almost everybody wants—repair broken
sidewalks. At the very least, the model resultsastizat the point-of-sale program will nbtrt
the economy.

When it comes to job creation, politics are ofteare important than economics. Those
who might lose their jobs if private consumptiorcldees do not know who they are, and the job
losses will be invisible in an economy that destrapd creates tens of thousands of jobs a month.
In contrast, many of those who will benefit frontieased public investment do know who they
are. In Los Angeles, the 85,000-member Service Byegs International Union Local 721,
which represents city employees who repair sidesydtlas strongly supported a point-of-sale
program. Repairing broken sidewalks will benefihatt everyone in the city, but the jobs that
will be created for union members who repair sidegvanay provide a stronger incentive for
political leaders to act.
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Opposition to Requiring Sidewalk Repairs at Sale

Despite the advantages of requiring sidewalk repai sale, the proposal has aroused
some opposition. When the Los Angeles City Coum&ban to consider the point-of-sale
program in 2008, four associations of realtors etotthe Council to protest it:

We strongly protest the suggested Point of Saledaianfor sidewalk repair. . .
The Point of Sale program as proposed simply vatl meet the City’s goal to fix
the $1 billion backlog of broken sidewalks and m&lthe average $3 million in
liability settlements paid out every year due tp-and-fall injuries?’

The realtors instead proposed issuing bonds tanfie sidewalk repairs: “No serious
discussion has yet occurred to explore this optiepairs funded by bond moneys will get the
job done at no additional cost to the city.” Thalters seem unaware that taxes must be increased
to repay bonds, and that in 1998 Los Angeles vatgexted Proposition JJ to issue $769 million
in bonds to repair sidewalks.

Realtors have consistently opposed point-of-sadgirements. For example, Los Angeles
requires owners to install a gas shut-off valve nvlaeproperty is sold. These motion-sensitive
valves shut off the gas supply to a building afterearthquake. The city adopted this requirement
after many gas pipes broke in the Northridge eaidkg in 1994, and the escaping gas fueled
catastrophic fires. Realtors opposed requiringshas-off valves at sale on the same grounds they
now oppose requiring sidewalk repairs at salenttag “the measure will slow home salés.”
Nevertheless, 46 percent of all properties in ihewere sold at least once in the ten years after
the program was adopted in 1977. If the City Counad also adopted a point-of-sale program
for sidewalk repairs in 1997, about 1,060 mileddken sidewalks (4,600 x 46%) would have
been repaired by 2007.

Two quotes from the website of the Southland RegiAssociation of REALTORS®
help explain why they object to the point-of-sategram. (Real estate brokers often capitalize all
the letters in their copyrighted name.)

REALTORS® are a special interest group working tonpote and protect private
property rights and to protect and promote the éragge and management of real estate.

We are against point of sale items because it [s@kases the work load and liability of
REALTORS®?

It doesn’t get much clearer than that. In theirnowords, the Southland Regional
Association of REALTORS® are a special interestugravho oppose point-of-sale programs
because the programs increase their work loadffécterealtors want the right to broker the sale
of property that endangers pedestrians, impededisiadled, and increases the city’s liability for
trip-and-fall lawsuits.
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Property has its duties as well as its rights$,rbaltors focus on the rights, not the duties.
If cities adopt point-of-sale sidewalk programs tkaltors’ initial objections will probably seem,
in retrospect, misguided. Sidewalk repairs willremse the “curb appeal” of properties, and thus
increase both property values and the realtors’memsions on the sales. Once again we can
guote the experts. According to Jim Link, chief @xéve officer of the Southland Regional
Association of REALTORS®,

A broken sidewalk is the first sign of potentiathore serious problems afflicting a
neighborhood. Fixing damaged sidewalks may preaergighborhood from going
into decline, protect property values, improve téevironment, and make
homeowners proutf

Realtors thus acknowledge that broken sidewalksaten both the public interest and
their own private interests. If | were trying tdlseproperty, | would not want prospective buyers
to have to pick their way along a broken sidewalkget to the front door. A point-of-sale
program will require me to repair any damaged salkwefore | sell my property, but it will also
require all other owners to repair any damagedvaties before they sell their property. Entire
neighborhoods will improve. My property value (ahds the realtor's commission) will increase
not only because of my own repaired sidewalk bab decause of the whole neighborhood’s
repaired sidewalks.

Broken sidewalks show that a city has negledi®g@ublic infrastructure for many years,
and buyers may look for property in other citieattdo maintain their sidewalks. Realtors who
oppose a point-of-sale program that will increase value of the properties they sell are
extremely short-sighted. Part of the value realtdfer their customers is their ability to navigate
municipal regulations. The addition of a socialgnbficial regulation like sidewalk repairs at sale
will make realtors more rather than less valuaBealtors can become a key source of new
information necessary for property owners who wargell their property. Realtors’ experience
with obtaining the required certificates of comptia will improve the services they can provide
for property owneré? Once realtors have become familiar with the pofrsale program, they
may be astonished by their previous complaintsithaill increase their work load. After all, the
work they do is what makes realtors useful in priypansactions.

When real estate values are declining, mortgageels may also object to the point-of-
sale program, at least at first. Lenders would iayeay for any sidewalk repairs when the owner
has no equity. If the sidewalk repairs increasestile prices by less than their cost, the lenders
would lose money. It would be a mistake, howewethtnk that this is a long-term problem. Any
point-of-sale program would probably not start well after the current real estate crisis fades
into history. If lenders know that the program watart soon, and that it will be tried out firat i
a pilot project before going citywide, they miglmd that the program will increase property
values. To protect lenders, however, cities canmmgteforeclosures and short sales from the
requirement to repair broken sidewalks at $ale.

Exempting foreclosures and short sales from thetjwd-sale requirement can remove a

political objection to the point-of-sale programittwiittle effect on the long-run rate of sidewalk
repairs. But how legitimate is this objection? Maegent foreclosures were caused in large part
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by abuses in the real estate industry, includinglocumentation, subprime loans to people who
could not afford the properties they bought. Realtmd mortgage lenders are in a weak position
to argue that the current spike in foreclosuresiclwithe realtors’ and mortgage lenders’ own
malpractices created, prevents the city from imgletimg a reform to fix the sidewalks,
especially if the reform is necessary to avoid &Aawsuit.

Another possible objection to the point-of-saleggam might be aesthetic. If different
contractors repair the sidewalks at different timesonsistent materials and craftsmanship could
disrupt the visual unity of the streetscape. Toicvbis problem, the city requires contractors to
obtain a permit before repairing any sidewalk, #redpermits carefully specify the texture, color,
cement mix, aggregate material, depth, and surégppearance of the sidewalk. The city also
inspects the sidewalk after the work is done tausnshat the contractor has complied with the
permit. If the city makes the repairs, it followstsame specifications. In most cases, the repairs
can carefully match the original sidewalk. Afterms weathering, the repairs are barely
noticeable. To achieve economies of scale in thecqss, the city can wait until it has
accumulated a substantial number of orders in ghberhood, and then make all the repairs at
the same time.

A more far-fetched objection might be that the npaif-sale program amounts to
privatization of public space. Sidewalks are pubpace, and we normally expect public space to
be public not only in use but also in constructaord repair. The point-of-sale program does
assign responsibility for repairs to the adjacamdbwners, but the sidewalk itself will remain
fully public.

A more substantial objection would arise if thguieed sidewalk repairs amount to a
substantial share of the equity an owner receives fthe sale of a property. Suppose, for
example, a low-income homeowner receives only D After paying off all a property’s debts
at sale, and the sidewalk repairs cost $1,000.ddnlee repairs increase the property value, the
cost will reduce the owner’s equity by 10 percdhpaying for sidewalk repairs does create a
hardship for any low-income homeowners when thdytiseir property, exemptions or subsidies
for these homeowners can address this issue directl

A Pilot Project

The city can test a point-of-sale program with @otpproject in one or more
neighborhoods, or in an even smaller area. To atlmdobjection that the project will harm
homeowners, the city could undertake the first anea business district. Repairing broken
sidewalks in a business district with high pedastiraffic should be a priority for the city, and
opponents cannot claim the pilot project will slbame sales because all the properties will be
nonresidential.

A pilot project will not only show the effects af point-of-sale program but will also
enable the city to train inspectors, develop theeasary administrative procedures, and work
with realtors and escrow firms to establish the s/ to manage the program. By comparing the
pilot project area with an otherwise similar cohticea, an evaluation can answer many important
guestions about the point-of-sale program, such as:
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How quickly can the city inspect a property aftercavner requests an inspection?
How many properties require repairs before sale?

How much do the required repairs cost?

How quickly can the repairs be made?

How many city staff are required to inspect projgsrand make repairs?

How large are the repair costs compared to thegrtpgale prices?

How quickly does the city recoup the cost of makimg repairs?

How much must the city charge to recover the cbstspecting a property’s sidewalk?

© ©o N o g s~ w D PE

Does requiring a compliance certificate in the eacprocess slow property sales?
10.Do repaired sidewalks increase property valuegauce the time needed to sell a property?

The answers to these and other questions will teeimprove the point-of-sale program
and demonstrate its effects. If the pilot projextconsidered a success, the requirement for
sidewalk repairs at sale can be adopted in otle&saand perhaps ultimately citywide.

Four Additional Strategies for Accessible Sidewalks

Requiring sidewalk repairs at sale can be combimigd additional strategies to ensure
compliance with the ADA. My focus is on point-oflsgrograms, but four other strategies can
help cities achieve the goal of accessible sidesvalk

First, cities can cite properties with severelyndged sidewalks that are a threat to safety,
and require the owners to pay for repairs, as Logefes routinely did until 1974. To make this
option politically viable, the city can allow owrseto defer paying for the repairs until they sell
their property. Requiring immediate repairs wilciease public safety, reduce barriers to the
disabled, and reduce claims from trip-and-fall laitss and allowing owners to defer payment
until sale means that paying for the repairs woll impose a financial hardship on any owner.

Second, cities can require owners to fix theiegidlk when they apply for a building
permit to improve their property. Pasadena, fomgpla, requires sidewalk repairs before issuing
any building permit for more than $5,000 of imprments. Section 12.04.031 of the Pasadena
Municipal Code states, “All such permits, priorftoal issuance, shall require a notation that a
sidewalk inspection was completed and that eitheistdewalk is not in need of repair, that repair
has been completed or that repair has been bond&d satisfaction of the engineer.”

Third, cities can use the revenue from parkingemseto pay for sidewalk repairs on the
metered streets. Pasadena has used this stratdgygmweat success. When the city agreed to
commit the revenues from new parking meters inQiek Pasadena business district to pay for
replacing all the sidewalks on the metered streeisrchants and property owners strongly
supported the proposal. The city borrowed agaimstfature meter revenues and rebuilt all the
sidewalks in Old Pasadefa.
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Fourth, cities can enforce the law against parkingsidewalks. Wheelchair users find it
difficult or impossible to navigate sidewalks bleckby cars, and Section 22500 of the California
Vehicle Code prohibits parking on sidewalks:

No person shall stop, park, or leave standing aglyicke whether attended or

unattended, except when necessary to avoid conflitt other traffic or in

compliance with the directions of a peace officeoficial traffic control device,

in any of the following places:

(f) On any portion of a sidewalk, or with the boalythe vehicle extending
over any portion of a sidewalk.

Although parking on the sidewalk is illegal, Figuteshows pictures of a common sight in some
parts of Los Angeles—many cars parked on the sitks@aEnforcing the law against parking on
sidewalks can be a quick way to make cities mocessible to persons with disabilities.

A point-of-sale program will not fix the sidewalka front of properties that are not sold.
Nevertheless, combining a point-of-sale programhwitese four other programs—(1) citing
owners for broken sidewalks and deferring the payméor repairs until sale; (2) requiring
repairs when building permits are issued; (3) ugagking meter revenue to pay for sidewalk
repairs; and (4) citing drivers who park on sidéwal-can fix all the sidewalks in a city and keep
them accessible.

Putting Cities Back on Their Feet

Almost all travel involves sidewalks at the origiand destinations of trips, and some
travel is entirely on sidewalks. Nevertheless, w@lks may seem too mundane for serious
academic study. After all, what topic could be mpeeestrian than sidewalks?

Perhaps because we take sidewalks for grantedyenalise they fail gradually rather than
collapse spectacularly, many cities have allowedr tidewalks to decay and their neighborhoods
to become less walkable. In 2003, however, the .supreme Court ruled that the Americans
with Disabilities Act applies to public sidewalk&s a result, all cities must develop transition
plans that will, over a reasonable period, enshoeg sidewalks are accessible. In this case, as in
many others, what is good for persons with disgdsi—repairing broken sidewalks—is good for
everyone. The ADA will force cities to begin doimghat they should have done anyway:
maintain their public infrastructure.

| have used Los Angeles as an example of howyaait finance sidewalk repairs without
raising taxes, but the analysis is applicable tg aity. To ensure a steady flow of sidewalk
improvements, cities can require property ownergixctheir sidewalks when they sell their
property. Before any real estate is sold, the wityinspect the sidewalk fronting the property. If
the sidewalk is in good condition, the owner wiitroe required to do anything. But if the
sidewalk is broken, the owner will be requireditoif before selling the property.
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Figure 4. Cars parked on the sidewalks in Los Angek
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Deferring the obligation to fix sidewalks until salill help to gain the voters’ approval,
and enforcing the obligation at sale will ensure thwners’ compliance, both of which are
necessary for a successful program. In return doepting the obligation to improve one’s own
sidewalk at sale, the whole city will have goodeswdlks.In return for accepting the obligation to
plant one’s own street tree at sale, the wholewillyhave tree-lined streets. These are both great
bargains. I'll do my part if everybody else doesitipart, and we will all be better off.

Only the property owners whose sidewalks are brakidl pay anything; owners will pay
only for the cost of repairing their own sidewalksid owners will not have to pay anything until
they sell their property. With only a minimal oldigpn to repair sidewalks at sale, about half of
all the city’s broken sidewalks will be repairedtén years. Walkable cities need good sidewalks,
and requiring sidewalk repairs at sale will help @ities back on their feet.

Our sidewalks have decayed slowly, and they caprome slowly. A better world often
arrives in small steps, but we need reasons tottese steps. With a point-of-sale program, all
property owners will, sooner or later, have to ldeirt part. In the words of Danish urban designer
Jan Gehl, we will be able to say, “How nice itaswake up every morning and know that your
city is a little better than it was the day befbre.
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Endnotes

1. These data were supplied by the Los Angeles d8ud Street Services and the Los
Angeles City Attorney.

2. The text of the Ninth Circuit Court’s decisianavailable at this website:
<http://www.dralegal.org/downloads/cases/barden/usgimion.txt>, accessed on October 24,
2008.

The text of the Americans with Disabilities Act1®90 is available at this website:
<www.ada.gov/pubs/ada.htmaccessed on September 21, 2008.

3. Class Action Settlement AgreemeBarden v. City of Sacramento
<www.dralegal.org/downloads/cases/barden/settleméir. p. 3, accessed on August 12, 2008.

4. Class Action Settlement AgreemeBérden v. City of Sacramento
<www.dralegal.org/downloads/cases/barden/settleméi+,. p. 13, accessed on August 12,
2008.

5. <http://www.ed.gov/policy/rights/reg/ocr/edlite-2885.htmI#S156, accessed on August
12, 2008.

6. New York City, for example, requires property reefs to bear the cost of repairing
sidewalks: <ttp://home2.nyc.gov/html/dot/html/sidewalks/sidékuaro.shtmp, accessed on
October 8, 2008.

7. The Los Angeles Bureau of Street Services pealithe data for the miles of repaired
sidewalks and the expenditure on sidewalk repairéigcal years 2000-2008.

8. Sections 18.26-28 of the Piedmont Municipal Code

9. <http://www.milliontreesla.org/index.htm

10. The Bureau can collect a cost-recovery feeetifywthe condition of the sidewalk and
street trees. Properties in neighborhoods that oib have sidewalks and street trees can
automatically receive a certificate of complianecerequest. The city’s website can show all the
streets that are automatically in compliance, damel awner would be able to download the
certificate for the specific property at no charge.

11. Shoup (1996) analyzes the policy of requiriimget trees at the point of sale. Los Angeles
already requires street trees when issuing buildemgnits in some parts of the city. For example,
the Wilshire—Westwood Scenic Corridor Specific Plaguires, “No building or structure shall be
erected, structurally altered or enlarged unlessdeiproducing street trees are planted and
maintained in the adjacent public way at a ratiomé tree for every 30 feet of lot frontage.” The
point-of-sale program would accelerate the requuplaaiting of street trees. Requiring street trees
at sale will also encourage owners to take betes of their existing trees, because owners will
eventually have to replace any trees that die.
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12. Where land values are high and sidewalk imgmmnts raise them further, most owners
should have more than sufficient equity to repaydbst of repairs, plus accrued interest, at sale.
They can also voluntarily pay before sale to awbalinterest expense.

13.  The liens would resemble short-term “silent’rtgages, but would be senior to other
mortgages. The lien is silent in the sense thabtiheer does not have to make any payments to
amortize the debt, but must repay the debt plusuaddnterest at sale.

14. Shoup (1980, 1990, and 1994) explains the yhaod practice of deferring the payments
for special assessments until owners sell theipgnees. An arrangement between lenders and
construction companies to finance local publicasfructure might be especially well suited for
developing countries where the infrastructure aefsicmuch greater. Shoup (1994) explains the
benefits of using deferred special assessmentinamde public investments in developing
countries.

15. For example, see the Harvard Business SchBodject Finance Portal at:
<http://www.people.hbs.edu/besty/projfinportalaccessed on October 9, 2008.

16.  The percent of all properties in the city thate sold at least once between the beginning
of each year and the end of 2006 is calculatedivagidg the number of properties in Column 3
by the 768,922 properties in the city in 2007.

17. Shoup (1996) uses both the Los Angeles Assestatia and U. S. Census data to analyze
the long-term sales rates of real estate in LosefagyCity and County and the United States.

18.  Just as the “broken windows” theory suggessiftbroken windows in a building are not
repaired, vandals may break a few more windowd)gper a “repaired sidewalks” theory would
suggest that if some property owners repair thdevgalks, and all others know that they must
repair their sidewalks eventually, many propertynevs may repair their sidewalks early.
Similarly, requiring street trees at sale may a&gor some owners to plant early. They may plant
early because (a) they want to enjoy the tree tw#yeventually have to plant anyway, (b) they
expect that it will be cheaper to plant early, tf®y anticipate that a mature tree will add more to
the value of their property, (d) they realize ttia# best time to plant a tree is usually 20 years
ago, and/or (e) they simply want to contribute thair share to a plan they know will be
accomplished.

19.. Scott Lindall and Douglas Olson explain thePIM\N input-output system at this link:
<www.implan.com/library/documents/implan_io_systemsatiption.pd#, accessed on
September 29, 2008. | am grateful to Peter Gordwh @Qisheng Pan for using this model to
estimate the effects of regulating land use at sale

20. Memo to the Los Angeles City Council from thas&ena-Foothills Association of
REALTORS®, Glendale Association of REALTORS®, BdyerHills Association of
REALTORS®, and South Bay Association of REALTORS$®pruary 20, 2008, page 1.

21. Martin (1997). See also Martin (1996). In additto gas shut-off valves, Los Angeles
requires property owners to install other itemssate, such as smoke detectors, water-
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conservation devices, and impact glazing for stjdioors. These requirements are detailed in the
city’s report required at sale:

<www.ladbs.org/permits/permit related forms/9aformtdkes.pdf, accessed on December 12,
2008. Requiring owners to fix their sidewalks dedams many precedents.

22.  Website of the Southland Regional AssociatioREALTORS®, Inc.,
<www.srar.com/members/politicalgovaffairs.ph@ccessed on August 7, 2008.

23. “Public at Risk as Nearly 50% of L.A. City'sd8walks are Unsafe and Efforts to Fix
them Prove Ineffective,” website of the SouthlandgiRnal Association of REALTORS®,

December 5, 2007.vwww.lasidewalks.org/pressreleases/120507-sidew2lgBp>, accessed on

August 20, 2008.

24. Stockbrokers, for example, would not compldowt a new complication in the law that
makes do-it-yourself stock transactions more difticThey would welcome the increase in their
work load.

25. A short sale occurs if the lender accepts tleas the total amount due on the mortgage
when a property is sold. With the lender’s apprptta¢ owner who sells the mortgaged property
for less than the outstanding loan balance tures alv the proceeds of the sale to the lender.

26. Kolozsvari and Shoup (2003) and Shoup (200%&p&n 16) explain the economics and
politics of using parking meter revenue to paydiolewalk repairs.

27. This website documents the common practiceadipg on sidewalks in Los Angeles:
<www.its.ucla.edu/shoup/NorthWestwoodVillageDatad®p A second website documents
emails and letters to city officials about inacdalessidewalks in Los Angeles:
<www.its.ucla.edu/shoup/CorrespondenceAboutADAxpdiccessed on September 21, 2008.
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