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1.1 Background and Purpose

In January 2010, the Carlsbad City Council adopted
the Carlsbad Community Vision, representing the
community’s most important values, priorities and
aspirations for the future. The community’s vision
guides the second phase of the Envision Carlsbad
process, which entails an update of the city’s
General Plan, Local Coastal Program and Zoning
Ordinance.

As the first task in this second phase of Envision
Carlsbad, existing conditions and issues are
evaluated. This evaluation is presented in six
working papers, structured around the core values
identified in the Carlsbad Community Vision. The
working papers provide background information
and technical analysis that will be useful for subse-
quent tasks, and raise policy issues (presented at the
end of each working paper) to help the EC3 brain-
storm about conclusions and findings, in terms
of how these may shape potential alternatives or
policies. Importantly, these working papers are dis-
cussion tools, rather than final documents to be
critiqued or refined. While the primary review and
brainstorming group for the working papers will be
the EC3, some papers will be appropriate for review
and discussion by the city’s various commissions
and boards.

The six working papers are:

1. Sustainability

2. The Local Economy, Business Diversity and
Tourism

3. Open Space and the Natural Environment,
Access to Recreation and Active, Healthy
Lifestyles

4. History, the Arts, Cultural Resources, High
Quality Education, Community Services

5. Walking, Biking, Public Transportation and
Connectivity

6. Small Town Feel, Beach Community
Character, and Connectedness, Neighborhood
Revitalization, Community Design and
Livability

1.2 This Working Paper

The recent economic recession and fiscal crisis
has shaken the foundations of California’s state,
regional and local economies, requiring the public
and private sectors to reformulate how business is
conducted in today’s risk-averse and credit-deprived
environment. While taxable sales, property values
and hotel occupancies have slumped in Carlsbad,
the local economy and employment base are
steadfast and are anticipated to experience renewed
growth in the near-term. The strengths and past
successes of Carlsbad’s local economy, business
diversity and tourism can largely be credited to
its defining attributes of “small town feel, beach
community character and connectedness,” as char-
acterized in the Carlsbad Community Vision.' The
goal to “enhance Carlsbad’s defining attributes”
inherently advances the community’s vision to
“strengthen the city’s strong and diverse economy
and its position as an employment hub in North San
Diego County,” and to “promote business diversity,
increased specialty retail and dining opportunities,
and Carlsbad’s tourism.”

1 Envision Carlsbad: Community Vision Report, City of Carlsbad,
Nov. 2009.
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To better understand Carlsbad’s defining attri-
butes and how they contribute to the community’s
economic assets and successes, this working paper
provides demographic, economic and market trend
data, including historical, current and forecasted
trends. The trend data, in concert with other critical
information, is intended to help the EC3 and city
formulate alternative land use scenarios for the
General Plan update. As such, this working paper
presents data in the context of the community’s
vision and interprets the data in terms of opportu-
nities and challenges for Envision Carlsbad, posing
key questions for discussion and deliberation.

1.3 Historical Perspective

Asarelatively young city incorporated in 1952, much
of Carlsbad’s economic growth can be traced back
to the city’s proactive planning efforts to attract
and develop Plaza Camino Real and Car Country
Carlsbad in the late 1960s and early 1970s. Both have
served as regional retail centers for North San Diego
County. The city’s reputation as a prime resort/
hotel destination was birthed when initial plans for
what is now the world famous La Costa Resort and
Spa were formulated in the mid-1960s and the La
Costa area annexed to the city in 1972. The resort’s
original 9go-room hotel (610 rooms today) was built
to provide accommodations for prospective buyers
of parcels of La Costaland. Carlsbad’s luxury resort/
hotel reputation grew with the opening of Four
Seasons Aviara (now Park Hyatt Aviara) in 1997.

Carlsbad’s entry into the high-tech sector followed
in the mid-1980s when development of the 500-acre
Carlsbad Research Center broke ground. The
Center’s attractive location drew in desirable
high-tech companies and fostered the city’sjob, pop-
ulation and housing growth. Today, the Carlsbad
Research Center holds more than 7.5 million square
feet of office, research and light industrial space,
and is home to several of the city’s top employers
(e.g., Callaway, TaylorMade, Genoptix, Life
Technologies).

During the late 1980s, redevelopment of Carlsbad
Village, the city’s downtown core, spurred needed
capital investment and fostered small business
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development. Meanwhile, biotechnology was
spawned in Carlsbad with the opening of major
pharmaceutical companies like Invitrogen (now
Life Technologies) in 1987. During the mid-1990s,
the city quickly earned widespread recognition as a
major golf equipment development center with the
opening of corporate headquarters for Callaway and
TaylorMade. High-end resorts with championship
golf courses, such as La Costa Resort and Spa and
Park Hyatt Aviara Resort, had much to do with that.
Leisure and tourism in Carlsbad was significantly
bolstered in 1999 with the opening of Legoland.

During the past decade, the City of Carlsbad and
its local economy have continued to mature as resi-
dential development in the northeast and southeast
quadrants are approaching buildout and major
employers and industry clusters have become well
established. This working paper presents trend data
that provides insight into this historical perspec-
tive and looks to the city’s past successes combined
with today’s emerging trends as guides for future
success.

1.4 Organization of Working
Paper

Page 18 of the Carlsbad Community Vision outlines
three primary themes under the core value of “The
Local Economy, Business Diversityand Tourism™ (1)
business and jobs; (2) shopping and dining; and (3)
tailored tourism strategy. The trend data contained
in this working paper follows those general themes
and is organized as follows:

o Chapter 2 - Background: Population and
Demographics. This chapter provides a com-
munity profile and discusses how changes in the
local demographic makeup (for example, age
and income) may impact the economy.

o Chapter 3 - Jobs and Economic Base. This
chapter describes the local economic base and
provides historical trend data for employ-
ment, industry clusters and the local real estate
market.

o Chapter 4 - Retail and Shopping. This chapter
provides a focused discussion about the
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city’s current and future retail inventory and
opportunities.

Chapter 5 - Hotel and Tourism. This chapter
describes the city’s current and forecasted supply
and demand of hotel and resort uses.

Chapter 6 - Business Climate. This chapter
discusses current, emerging and forecasted
industry, regional and global economic trends
in the marketplace, and their local relevance to
Carlsbad.

Chapter 7 - Planning Issues and Implications.
The final chapter summarizes the trend data,
identifies emerging opportunities for the
General Plan and poses critical questions for the
EC3 and city to consider.
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Background:
pulation &

2.1 Growth Management
Ordinance

Given Carlsbad’s rapid economic growth and devel-
opment in the 1980s, city leaders and residents
took measures in 1986 to proactively manage the
city’s growth, fiscal health and levels of service
by passing Proposition E, which established the
City of Carlsbad Growth Management Plan. The
Growth Management Plan limits the total number
of residential dwelling units in the city to 54,600.
Proposition E states “the maximum number of resi-
dential dwelling units to be constructed or approved
in the City after November 4, 1986 is as follows:
Northwest Quadrant 5,844; Northeast Quadrant
6,166; Southwest Quadrant 10,667; Southeast
Quadrant 10,801.” The Proposition E dwelling unit
limitations after 1986, plus the number of dwelling
units that existed in the city prior to the passage of
Proposition E, result in a maximum total of 54,600
dwelling units allowed in the city. Currently, all city
quadrants are in compliance with the dwelling unit
limitations established by Proposition E.

To manage compliance with the Proposition E
dwelling unit limitations, the City Council estab-
lished Growth Management Control Point densities
for all residential land use designations in the city
(for example, in the city’s Residential Low Medium
land use designation, the GMCP density is 3.2
dwelling units per acre). To ensure that the Propo-
sition E dwelling unit limitations are not exceeded
in the future, all residential development must, on
average, not exceed the GMCP densities.

Some residential development is provided at a
lower density than the GMCP, and some residen-
tial development is provided at a higher density
than the GMCP. To ensure that overall residential

development does not exceed the GMCP, the City
Council adopted Council Policy Statement 43
(Proposition E “Excess Dwelling” Unit Bank),
which established a dwelling unit bank concept.
When development occurs below the GMCP, the
“excess” number of units is placed into the Excess
Dwelling Unit Bank. For example, on a ten acre
site with a GMCP of 3.2 dwelling units per acre, the
GMCP would allow a total of 32 dwelling units; if
30 units are constructed on the site, then 2 dwelling
units are placed in the Excess Dwelling Unit Bank.
The “excess” dwelling units in the bank are then
available for certain types of residential projects
(such as affordable housing or senior housing
projects) to be constructed at a density that exceeds
the GMCP. If there are no “excess” dwelling units in
the bank, residential development projects cannot
exceed the GMCP. The Excess Dwelling Unit Bank
ensures that the Proposition E dwelling unit limita-
tions are not exceeded.

On December 17, 2002, the City Council amended
Council Policy Statement 43 by reducing the accu-
mulated number of excess units from 5,985 to a new
total of 2,800. As stated previously, the maximum
number of dwelling units allowed in the city is
54,599; however, as a result of the Excess Dwelling
Unit Bank reduction in 2002, the potential number
of dwelling units is estimated to be 51,414 units.

On February 26, 2010, the San Diego Association of
Governments adopted its periodic update to the 2050
Regional Growth Forecast. Along with all other cities
in San Diego County, the forecast analyzed the devel-
opment yield from available vacant land and areas of
potential redevelopment in Carlsbad. According to
the 2050 Regional Growth Forecast, the maximum
number of dwelling units in Carlsbad is estimated to
be 50,566 in the year 2050.
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Inadditiontothe dwellingunitlimitations described
above, the Growth Management Plan requires that
adequate public facilities are provided concurrent
with growth, and that all new development provide
such facilities in compliance with minimum perfor-
mance standards. The Carlsbad Citywide Facilities
and Improvements Plan specifies those minimum
performance standards for city administrative facil-
ities, circulation, drainage, fire protection, libraries,
open space, parks, schools, sewer collection, waste-
water treatment and water distribution.

Without growth management, the city estimates
that, at buildout, total housing units and population
would have exceeded 100,000 units and 200,000
residents. If the number of dwelling units in the city
were to reach the maximum of 54,599, total popula-
tion is projected to reach approximately 120,000.2

2.2 Population and Demographic
Trends

Population & Age

As of December 31, 2009, the City of Carlsbad
estimated that the city’s population was 104,425,
which is based on the number of dwelling units in
the city (44,455) and the average of 2.349 persons
per household?, which is based on data from the
2006 Census update. As of January 2010, the Cali-
fornia State Department of Finance estimated that
Carlsbad’s population is 106,804. The DOF’s popu-
lation estimate is higher than the city’s because the
DOF uses a higher estimated number of persons
per household when calculating population. For
purposes of monitoring consistency with the
Growth Management Plan, the city uses the most
recent Census data. As indicated below, anticipated
increases in the number of persons per household
affect the projected increases in population in the
tuture.

2 City of Carlsbad “By the Numbers,” http://www.carlsbadca.gov/
about/news/hottopics/pages/growth-by-numbers.aspx, Aug. 13, 2010

3 City of Carlsbad “2009 Growth Management Plan Monitoring
Report”
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While the pace and intensity of development has
slowed, current projections by SANDAG estimate
that by 2040 (potentially, the planning horizon
for the updated General Plan) the total number of
dwelling units in Carlsbad will increase to 50,436
(below the Growth Management Plan limit) and
the average number of persons per households will
increase to 2.65, which will result in a total popula-
tion of 127,389, a 22 percent increase from December
2009. By 2050, SANDAG estimates that Carlsbad’s
population will be 129,381 (in 50,566 dwelling units
with an average of 2.67 persons per household),
which is a 24 percent increase from December 2009.
Table 2-1 presents 50-year population growth trends
and projections for various age groups.

Carlsbad’s pace of population growth is largely the
result of the economy’s impact on the real estate
market, as well as land availability for new devel-
opment. As shown in Table 2-1, much of the city’s
population growth during the next 20 to 30 years
is expected to occur in age groups 55 and over.
Furthermore, the number of persons 85 and older
is expected to grow from 2,558 in 2008 to 6,803 in
2040 (an increase of 166 percent), and to 8,690 in
2050 (an increase of 240 percent). Consistent with
the projected population increase in the 55 and over
age groups, Carlsbad’s median age is expected to
rise from 41 to 46 between 2008 and 204o0.

Demographics, Tapestry Segmentation and
Consumer Preferences

Based on demographic profile data, “tapestry
segmentation” is a marketing tool used to charac-
terize a market area by identifying customers in
the market area and their preferences for shopping,
dining, housing, and other services and amenities.
The tool classifies all U.S. residential neighbor-
hoods into segments based on socioeconomic
and demographic characteristics. Understand-
ing a community’s tapestry segmentation helps to
answer critical retail and marketing questions like:
“Who are my best customers?” “What do they buy?”
“Where can I find more like them?” “How can I
market to them?™

4 ESRI, http://www.esri.com/data/esri_data/tapestry.html
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TABLE 2-1: POPULATION AND AGE'

Carlsbad’s projected shifts in household income
translate into greater disposable income in the
community as a higher proportion of residents are
categorized in tapestry segments with higher wages
nearing or at retirement. See Appendix for ESRI’s
Tapestry Segmentation Area Profile for the City of
Carlsbad.

Based on residential preferences by different age
groups and tapestry segments, minimal population
growth is projected between 2008 and 204o for city
residents between the ages of 35 and 64, who are most
likely to purchase single-family homes. As shown in
Table 2-2 and Exhibit 2-1, this age group’s propor-
tionate share of the total population is projected to
decrease between 2008 and 2040 from 44 percent to
36 percent. Meanwhile, residents between the ages
of 20 to 34 (young professionals without children),
who are most likely to rent or purchase multifam-
ily homes in both new and older neighborhoods’,
are expected to grow between 2008 and 2040 (20
percent). Residents between the ages of 65 to 84
(retired empty nesters) are projected to grow much
more significantly between 2008 and 2040 (124
percent). According to ESRI’s Tapestry Segmen-
tation Area Profile for Carlsbad (see Appendix for
profile sheet), housing preferences for most “Pros-
perous Empty Nesters” is single-family housing.

5 Based on ESRI Business Analyst Online Tapestry Segmentation
Area Profile for the City of Carlsbad.

Furthermore, many existing aging residents may
choose to continue living in single-family homes
rather than downsizing. The proportionate share of
residents between 20 and 34 is projected to remain
relatively constant between 2008 and 2040, while
the proportionate share of residents between 65
and 84 is projected to increase from 12 percent to 22
percent.

Chapter 3 provides additional discussion of resi-
dential development trends for the city, including
historical trends of single-family and multifamily
building permits issued from 2001 through 2010,
and a discussion of how Carlsbad’s demographic
trends are anticipated to impact the types of new
housing development in the city.
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TABLE 2-2: POPULATION AND AGE'

EXHIBIT 2-1: POPULATION AND AGE'

140,000 -
120,000 -
= Age 85+
100,000 - uAge 65 - 84
Age 35 - 64
80,000 = Age 20 - 34
60,000 - mAge0-19
40,000 -
20,000 -
0 ]

2000 2008 2020 2030 2040 2050
12000 data provided by ESRI Business Analyst Online; 2008 through 2050 projections provided by SANDAG 2050
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Income

An important striking change in Carlsbad’s future
demographic makeup is a significant projected
increase in higher-income households and a sub-
stantial decline in lower-income households. Table
2-3 presents projections of total households in the
city by income group from 2000 to 2050. Table 2-4

and Exhibit 2-2 present the same data for house-
holds with annual incomes of less than $100,000
and households with annual incomes of $100,000
or more for Carlsbad, neighboring cities, the rest
of North County, and the rest of the county. Con-
sistent with SANDAG’s 2050 Regional Growth
Forecast, household income data is in real 1999
dollars, adjusted for inflation.

TABLE 2-3: HOUSEHOLDS, HOUSEHOLD INCOMES AND JOBS'

TABLE 2-4: HOUSEHOLDS, HOUSEHOLD INCOMES AND JOBS'

9
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EXHIBIT 2-2:

Percentage of Households with Incomes of Percentage of Households with Incomes Less Than

$100,000 or More’ $100,000'
60% 100%
50% 90%
J - Carlsbad
40% o 80% - ——Carlsbad
C— = Encinitas .
30% o » 70% ——Encinitas
20% / lceanS| © ’ o— Oceanside
—\/ista 60% - —Vista
10% - San Marcos
50% —San Marcos
0% . : ;
2008 2020 2030 2040 40% T T :
2008 2020 2030 2040

1Based on Real 1999 dollars, adjusted for inflation
Source: SANDAG 2050 Regional Growth Forecast

As indicated in Table 2-4 and Exhibit 2-2, there is a
regional trend toward increased wealth among San
Diego Countyhouseholds, particularlyin cities such
as Carlsbad and Encinitas. As of 2008, Carlsbad was
already home to 13,165 households with an annual
income of $100,000 or more, as compared to 7,522
in Encinitas, 8,068 in Oceanside, 3,658 in Vista,
and 4,647 in San Marcos. While Carlsbad’s per-
centage increase in higher-earning households
between 2008 and 2050 (97 percent) is significant,
the relatively lower base of existing higher-earn-
ing households in the other cities will result in a
much higher percentage increase by 2050, including
Oceanside (178 percent), Vista (273 percent) and
San Marcos (167 percent). Higher-earning house-
holds in Encinitas are projected to increase by 92
percent between 2008 and 2050, roughly similar
to Carlsbad. Nevertheless, by 2050, Carlsbad’s pro-
portion of higher income households will be higher
than those of all of the neighboring North San
Diego County cities.

According to SANDAG growth projections, the
total number of households (occupied dwelling
units) in Carlsbad is expected to increase by an addi-
tional 7,635 dwelling units, or 19 percent, between
2008 and 2040. As shown in Table 2-3, the number
of households with an annual income of $100,000
or more is projected to increase by 10,642, or 81
percent, by 2040. Meanwhile, the number of house-
holds with an annual income less than $75,000 is
expected to decrease by 3,852, or 18 percent, during

10 www.carlsbadca.gov/envision

1 Based on Real 1999 dollars, adjusted for inflation
Source: SANDAG 2050 Regional Growth Forecast

that same time period. Rather than continued
growth across all income categories, SANDAG's
projections are anticipating that limited availability
of land in coastal areas, combined with an ongoing
trend toward higher earning households, will result
in a demographic shift. In 2008, 33 percent of city
households annually earned $100,000 or more; by
2040, 50 percent of city households will earn over
$100,000 annually. Households annually earning
$200,000 or more are projected to increase from
eight percent of all households in 2008 to 15 percent
in 2040. These higher income household trends
continue in the following 10-year period through
2050.

Table 2-5 compares the median household incomes
for Carlsbad and several adjacent cities. The city
is expected to consistently maintain the highest
median household income in the region in the fore-
seeable future. Between 2008 and 2040, the city’s
household median income is expected to increase
by $27,675, the highest amount among neighbor-
ing cities. From 2008 to 2050, the median income
is projected to increase by $36,388, also the highest
amount among neighboring cities.
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TABLE 2-5: MEDIAN HOUSEHOLD INCOME COMPARISONS'

Shifts in Tapestry Segmentation

Based on Carlsbad’s current age and income profile,
the current composition of households falls into the
following top ten tapestry segmentation area profiles
(see Exhibit 2-3): Urban Chic (34.9 percent), Con-
noisseurs (10.6 percent), Boomburbs (9.2 percent
percent), Suburban Splendor (7.2 percent), In Style
(6.9 percent), Sophisticated Squires (5.1 percent),
Top Rung (5.0 percent), Trendsetters (4.7 percent),
Wealthy Seaboard Suburbs (2.8 percent) and Pros-
perous Empty Nesters (2.3 percent).®

Collectively, these profiles generally prefer traveling,
visiting museums, shopping at upscale retailers,
consuming organic foods, imported wine and
coffee. Residents predominantly prefer single-fam-
ily homes and drive luxury automobiles, lead very
active and healthy lives, and use their computers to
shop online.

EXHIBIT 2-3: CITY OF CARLSBAD 2010 TOP TEN TAPESTRY SEGMENTS

Source: ESRI Business Analyst Online

6 ESRI Business Analyst Online Tapestry Segmentation Area Profile
for the City of Carlsbad

® Urban Chic
® Connoisseurs
= Boomburbs
m|n Style
B Suburban Splendor
= Sophisticated Squires
= Top Rung
® Trendsetters
Wealthy Seaboard Suburbs
® Prosperous Empty Nesters

11
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As illustrated in Exhibit 2-4, over the life of the next
General Plan, Carlsbad’s population will become
older and more affluent. Based on SANDAG’s
projected demographic changes in median income
and the number of households by age and income,
Carlsbad’s future composition of households are
anticipated to fall into the following tapestry seg-
mentation area profiles”: Urban Chic, Connoisseurs,
In Style, Top Rung, Prosperous Empty Nesters,
Trendsetters, Surburban Splendor, Silver and Gold,

Enterprising Professionals, Sophisticated Squires,
Boomburbs and Wealthy Seaboard Suburbs. Col-
lectively, these profiles will have increased time to
pursue their interests, including household projects,
travel and leisure, and civic engagement. The popu-
lation will enjoy outdoor leisure activities, like bird
watching, horse races, and golf tournaments, eat
out regularly, shop at high-end department stores
and will increasingly use catalogs and the Internet
for shopping.

EXHIBIT 2-4: CITY OF CARLSBAD CURRENT AND PROJECTED TAPESTRY SEGMENTS

Urban Chic

Connoisseurs

Boomburbs

In Style

Suburban Splendor
Sophisticated Squires

Top Rung

Trendsetters

Wealthy Seaboard Suburbs
Prosperous Empty Nesters
Enterprising Professionals

Silver and Gold

m 2010
m 2040

o o P

a
1 1

0% 10%

Source: ESRI Business Analyst Online

7 Derived from ESRI Business Analyst Online Tapestry Segmenta-
tion Reference Guide, http://www.esri.com/library/brochures/pdfs/
tapestry-segmentation.pdf

12 www.carlsbadca.gov/envision
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Jobs and

conomic

Base

The growth potential for Carlsbad’s major employ-
ment sectors is an important economic factor for
programming General Plan land uses for the next
20 to 30 years. The current and future health of
the real estate market to support those land uses
is equally important, as well as the fiscal impact of
those uses on the city’s budgetary ability to sustain
high levels of services and overall quality of life for
residents. The following provides a description of
employment trends in Carlsbad’s key job clusters,
projections of future demand for office and indus-
trial space, and housing trend forecasts based on
projected demographic shifts.

3.1 Employment Trends and
Demand Forecasts

In 2008, Carlsbad was host to approximately 62,000
jobs. Leading employment sectors today include
manufacturing (9,791 jobs), wholesale trade (6,071
jobs), professional, scientific and technical services
(6,044 jobs) and food services, including eating
and drinking places (4,969 jobs).® See Table 3-1 for
detailed estimates of 2010 businesses and employees
by industry for Carlsbad and San Diego County.
According to AllBusiness.com, within the man-
ufacturing sector, leading employment fields are
in computer and electronics manufacturing, with
2,856 employees spread across 111 companies, recre-
ational goods manufacturing, with 2,256 employees
at 33 companies, and the printing industry, with
1,349 employees and 55 companies.®

8 ESRI Business Analyst Online, Business Summary by SIC and NA-
ICS Codes.

9 http://www.allbusiness.com/companyindex/California/Carlsbad/M
anufacturing/62FCBDE5E6FAF26A95A83EA164D093EE-1.html

AllBusiness.com also profiles 23 green technol-
ogy and clean technology companies in Carlsbad’s
renewable energy industry with a combined
estimated annual sales volume of $61.6 million
and 553 employees.” The businesses consist of 10
solar energy companies and 13 fuel cell technology
companies, which fall into multiple industry cate-
gories listed in Table 3-1, including manufacturing,
utility, and professional, scientific and technology
services. Carlsbad’s solar energy employers, with
an estimated 269 employees, include San Diego
Gas & Electric, Cabrillo Power I LLC, Low Voltage
Fire Inc., Carlsbad Energy Center LLC, El Segundo
Energy Center LLC, Direct Energy Marketing
LLC, Bull Frog Green Energy LLC, West Coast
Power LLC, and NRG Energy Inc. Carlsbad’s fuel
cell companies, with an estimated 284 employees,
include Maxlinear Inc., Outsource Manufactur-
ing Inc., E/G Electro-Graph Inc., Hi/Fn Inc., Mo
Bio Laboratories Inc., Ami Semiconductor Inc.,
Shrink Technologies Inc., Power Semiconductors
Inc., Patriot Scientific Corporation, Technical Sales
Development LLC, Suntechnics Energy Systems
Inc., Electric Regulator Corporation, and Helixis
Inc.

10 http://www.allbusiness.com/companyindex/California/Carlsbad/
Renewable_Energy/D7150A651ED66B2DEFD5FCBADAo02F14E-1.
html
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TABLE 3-1: CITY OF CARLSBAD EMPLOYMENT BASE (2010)"
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Traded Job Clusters

Carlsbad is notable for the proliferation of jobs
within its local traded clusters. Traded clusters are
groups of interrelated, export-oriented industries
that bring new money into the region. Industries
within a cluster have business transactions with
one another, and thus are interdependent. Traded
clusters are advantageous in that they tend to
provide jobs that pay above the area median salary.
Jobs within San Diego County’s 16 identified traded
clusters have historically paid approximately 20
percent more than non-cluster jobs in the region.”
The region’s 16 traded clusters include biomedi-
cal products, biotechnology and pharmaceuticals,
communications, computer and electronics, defense
and transportation equipment, design, environ-
mental technology, entertainment and amusement,
financial services, fruit and vegetables, horticulture,
publishing, recreational goods, software, specialty
foods, and travel and hospitality.

Job clusters are also advantageous in attract-
ing new start-up businesses to the area. This is
due to economies of scale in support services, the
large number of spin-oftf businesses that form,
and advantages in attracting talented employees
and funding from out of the area. Significant job
clusters in Carlsbad include biotechnology, biomed-
ical products, financial services, recreational goods,
and entertainment and tourism.

Employment Projections

Based on 2008 General Plan land use designa-
tions and available developable land, SANDAG has
projected that the city’s employment base will grow
by an additional 21,529 jobs from 2008 to 2040, and
by an additional 25,101 jobs from 2008 to 2050. Table
3-2 provides SANDAG’s employment projections for
the city and San Diego region (county-level). These
show that the city’s share of regional employment
growth would be 5.2 percent; in 2008, Carlsbad
had an estimated 61,999 jobs, or 4.39 percent of the
county total.

In 2009, SANDAG issued the 2009 Employ-
ment and Residential Land Inventory and Market
Analysis for the San Diego region with a primary
objective of providing “an inventory and market
analysis of developable employment and residential
land.” According to the report, between 2000 and
2009, 6,334 acres of vacant employment land were
developed in the San Diego region, with almost 10
percent (610 acres) developed in Carlsbad. Other
significant planning areas in the county included
the Otay Mesa area of the City of San Diego (1,953
acres), the City of Oceanside (865 acres) and the
City of Chula Vista (611 acres). Looking forward,
“the 2009 inventory identified 10,000 acres of gross
developable employment land in Planning Areas,”
including vacant land (8,840 acres or 88 percent of
the developable employment land in the region) and

TABLE 3-2: CITY OF CARLSBAD EMPLOYMENT PROJECTIONS

11 SANDAG, “Traded Clusters in the San Diego Region,” Sept. 2006.
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redevelopment and underutilized sites (1,160 acres
or 12 percent of the developable employment land
in the region). The report concluded that “nearly 60
percent of the region’s gross developable employ-
ment land is located in five Planning Areas: Otay
(2,201 acres or 22 percent); Otay Mesa (1,343 acres
or 13 percent); Chula Vista (811 acres or 8.1 percent);
Lakeside (792 acres or 7.9 percent); and Carlsbad
(454 acres or 4.5 percent).” Developable employ-
ment land in Carlsbad’s neighboring cities include:
339 acres, or 3.4 percent of the regional inventory,
in the City of Oceanside; 160 acres, or 1.6 percent
of the regional inventory, in the City of Vista; and
391 acres, or 3.9 percent of the regional inventory, in
the City of San Marcos. SANDAG's report further
identified 2,040 acres of land in the region immedi-
ately available for development (developable within
one year), including: 389 acres, or 19.1 percent of the
regional inventory, in the City of Carlsbad; 169 acres,
or 8.2 percent of the regional inventory, in the City
of Oceanside; 71 acres, or 3.5 percent of the regional
inventory, in the City of Vista; and 33 acres, or 1.6
percent of the regional inventory, in the City of San
Marcos. Longer-term (more than one year), 65 acres
of developable employment land are estimated to be
available in the City of Carlsbad.

16 www.carlsbadca.gov/envision

Demand Forecast

The following demand analysis relies on SANDAG’s
2009 inventory to conservatively project Carls-
bad’s local capture of regional job growth based
on the city’s inventory of 454 acres of developable
employment land, or 4.54 percent of the region’s
supply. Although the 2009 inventory includes land
planned for redevelopment or infill development,
the demand analysis does not account for the con-
version of existing buildings to new or different
employment uses. Future employment demand
may also be met through such conversions. The
analysis accounts for the city’s current distribution
of employees across manufacturing/light indus-
trial and research and development/business park/
office uses. As shown in Table 3-3, approximately
63.6 percent (rounded up) of all jobs in the city are
employed in manufacturing/light industrial (30.2
percent) and research and development/business
park/office (33.3 percent) uses.

Table 3-4 provides employment projections for
manufacturing/light industrial and research and
development/business park/office uses, based on
the city’s 4.54 percent local capture of regional jobs,
as projected by SANDAG, and the current distribu-
tion of jobs by industry. The projections provide a
basis for estimating the future demand for indus-
trial and office space in the city. The projections also
provide a basis for evaluating future shifts in the
distribution of jobs by industry, based on trends in
Carlsbad’s traded job clusters, and therefore future
shifts in the demand for building space and land by
use (industrial vs. office).

A discussion of relevant trends in local job clusters
is provided in the following section to provide
insights into how employment distribution is likely
to change over time. Changes in employment dis-
tribution will directly impact demand forecasts for
space by industry. Employment distribution will
also be impacted by Carlsbad’s regional competi-
tiveness for manufacturing/light industrial and
research and development/business park/office
uses relative to the other major planning areas for
employment land in the region. For example, the
city’s growing reputation as a regional hub for bio-
technology and high-technology uses will attract a
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TABLE 3-3: EMPLOYEES IN R&D, BUSINESS PARK AND OFFICE SPACE (2010)'
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TABLE 3-4: EMPLOYMENT PROJECTIONS FOR MANUFACTURING/LIGHT INDISTRIAL AND R&D

BUSINESS PARK/OFFICE

greater regional share of new research and develop-
ment/business park space than other planning areas
in the region that are more manufacturing-ori-
ented, such as Otay and Otay Mesa. Similarly, given
the city’s high land costs and lease rates compared
to other planning areas, including Oceanside, Vista
and San Marcos, the city has a competitive disad-
vantage for attracting new manufacturing uses.

Table 3-5 provides space demand projections for
both manufacturing/light industrial and research
and development/business park/office uses based
on two scenarios:

« Constant Distribution: This scenario assumes
that employment distribution and demand for
building space and land by industry will remain
constant during the next 30 years. New employ-
ment distribution is 30.2 percent manufacturing/
light industrial and 33.3 percent research and
development/business park/office.

18 www.carlsbadca.gov/envision

o Decennial Shifts in Distribution: Based on
current trends in land costs in North San Diego
County and Carlsbad’s traded job clusters, this
scenario assumes a more realistic distribution
of jobs and land, and that employment distribu-
tion and demand for building space and land by
industry will increasingly shift over time toward
a higher concentration of research and devel-
opment/business park/office uses, and a lower
concentration of manufacturing/light indus-
trial uses. Distribution of new manufacturing/
light industrial jobs decreases every 10 years by 5
percent (30.2 percent, 25.2 percent, 20.2 percent,
15.2 percent) and inversely increases for new
research and development/business park/office
jobs (33.3 percent, 38.3 percent, 43.3 percent, 48.3
percent).
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Both scenarios apply the following employment
densities™:

« 550 square feet of light manufacturing or ware-
house space per employee

« 300 square feet of research and development/flex
space per employee

TABLE 3-5: CITY OF CARLSBAD SQUARE FOOTAGE DEMAND PROJECTIONS FOR

MANUFACTURING/LIGHT INDUSTRIAL AND R&D BUSINESS PARK/OFFICE

12 Based on average square footage by employee estimates from: (1) San
Diego County Regional Airport Authority, “McClellan-Palomar
Airport Land Use Compatibility Plan,” amended March 4, 2010;
and (2) The Natelson Company, Inc., “Employment Density Study
Summary Report” (prepared for Southern California Association of
Governments), October 31, 2001.
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Under the two scenarios, through 2040, a fore-
casted demand of approximately 3.94 million to
4.37 million square feet of new manufacturing/light
industrial and research and development/business
park/office space is projected for Carlsbad. Since less
building space per employee is required for research
and development/business park/office employ-
ment, a higher proportion of jobs in research and
development/business park/office uses will result
in a lower overall demand for building space. This
translates into more developable employment land
available to attract and capture additional job-gen-
erating businesses in the city’s industry clusters or
new and emerging industries (e.g., clean technol-
ogy, green technology). Additional discussion of
current market and employment trends by traded
cluster is provided below.

TABLE 3-6:

Manufacturing and Light Industrial

Table 3-5 forecasts the city’s demand for manu-
facturing/light industrial space at a range of 1.80
million square feet and 2.73 million square feet
through 2040. Land costs and lease rates in the City
of Carlsbad compared to other significant planning
areas in the region will be a major factor in deter-
mining future demand for industrial space. Table
3-6 provides a current inventory of industrial and
research and development/flex space, vacancy rates,
and lease rates in key planning areas of the region.
It should be noted that research and development/
flex space can typically be categorized as both light
industrial and office. Proposed new construc-
tion data for the City of Carlsbad listed in Table
3-6 is based on city entitlement pipeline data, as of
December 2009, and consists entirely of industrial/
office flex use (50 percent to 75 percent office and 25
percent to 50 percent manufacturing/warehouse).

INDUSTRIAL AND R&D/FLEX INVENTORY (Q2 2010)
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The industrial vacancy rate in Carlsbad is antici-
pated to increase during the third quarter of 2010
given Callaway’s July 2010 announcement for
corporate restructuring. According to an August 2,
2010 San Diego Business Journal Article, “Callaway
Cuts Jobs, Moves Some Work to Mexico,” “the
company had at least 1,000 employees locally” and
“while the company’s employment will be smaller
in Carlsbad, Callaway intends to maintain both
assembly and distribution capabilities at the site
after the restructuring is completed.”

Recreational Goods Cluster

While the recreational goods cluster will likely
remain important to Carlsbad’s economy, the rela-
tively higher cost of land in the City will continue
to be a challenge for the retention, expansion,
and attraction of manufacturing uses, including
the impact of housing costs for the manufactur-
ing workforce. One golf industry executive stated
during Envision Carlsbad Phase 1 stakeholder

interviews that “going forward the jobs here will
be professional jobs, not factory jobs ... it’s going to
be the future home of [research and development].”
This is indicated in the growing shift toward office/
industrial flex space (see Table 3-7), with a majority
of building space for manufacturing-related uses
being dedicated to office headquarters and research
and development. The executive also stated that the
company “opened a micro plant in China ... that’s
just the way it is in manufacturing,” and “most
[employees] who work in our factories live along the
[Highway] 78 corridor with an increasing number
moving to Temecula.”

As outlined in Table 3-7, the City of Carlsbad
Planning Department list of pipeline projects that
are under review or approved but not yet built
include six projects consisting of 711,095 square feet
of manufacturing/light industrial/office flex use,
which is generally composed of 50 percent to 75
percent office and 25 percent to 50 percent manufac-
turing and warehouse.

TABLE 3-7: MANUFACTURING/LIGHT INDUSTRIAL/OFFICE FLEX PROJECTS IN DEVELOPMENT

PIPELINE (DECEMBER 2009)
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Research and Development, Business
Park and Office

Table 3-5 forecasts the city’s future demand for
research and development/business park/office
space at a range of 1.64 million square feet and 2.15
million square feet through 2040. Table 3-8 provides
a current inventory of office space, vacancy rates
and lease rates in key planning areas of the region.

While Carlsbad’s vacancy rate is significantly
higher than other planning areas, lease rates have
held above the regional average and significant

new construction activity is proposed or is now
underway. Based on the prominence of the city’s
biotechnology and biomedical job clusters, the
city is expected to continue to capture significant
regional demand for research and development/
business park uses. The city will face greater com-
petition from other planning areas for traditional
Class A, B, and C office space. As shown in Table
3-8, 1.27 million square feet of new office space is
proposed in East San Diego County, which includes
the community of Lakeside.

TABLE 3-8: OFFICE INVENTORY (Q2 2010)
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Research and development/business park/office
projects under review or approved but not yet built
are listed in Table 3-9.

Exhibit 3-1 provides an aerial photo of the Kilroy
Carlsbad Oaks North project (from east looking
west) located adjacent to existing major employers,
including Upper Deck to the south, ViaSat to the
southwest, and Callaway, TaylorMade and Life
Technologies to the west.

In addition to new employment sites, business
expansion opportunities, such as the Isis Pharma-
ceuticals project, continue to surface. In December
2009, Life Technologies, a global biotechnology tools
company that provides systems and services for sci-
entific researchers around the world, completed its
acquisition of biotechnology developer Biotrove Inc.
for an undisclosed amount. In the telecommunica-
tions industry, a July 23, 2010, San Diego Business
Journal article reported that ViaSat Inc. was awarded
anew $477 million defense contract to supply the U.S.
Army with next-generation, high-speed tracking
technology. This major contract comes on the heels
of ViaSat’s $568 million acquisition of WildBlue
Communications Inc., major satellite broadband
service provider. These recent transactions will
secure ViaSat’s continued leadership and growth in
the telecommunications industry. Major business
developments such as these will continue to grow the
City’s reputation as a regional employment hub for
high-technology and biotechnology.

EXHIBIT 3-1

flaylorMade]

TABLE 3-9: OFFICE PROJECTS IN
DEVELOPMENT PIPELINE
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Biotechnology and Biomedical Products
Clusters

The biotechnology and biomedical products clusters
represent the greatest opportunity areas for the city’s
employment growth. Both are heavily dependent
upon local universities to attract talent and ideas.
According to Science magazine, most biotechnol-
ogy startups are spun off from university research
centers.” The San Diego region has emerged as one
of the most important biotechnology locations in
the country, and more than half of all local research
and development activity takes place in this sector.
This trend is likely to continue into the future, with
strong growth driven by an increased demand for
medical care as baby boomers age. The Bureau of
Labor Statistics projects a 38.3 percent increase in
the number of biological scientists working in the
scientific research and development field between
2008 and 2018. Carlsbad is well-positioned to
capture growth in this sector due to the existence of
major companies in the field, such as Life Technolo-
gies Corporation, which, as of 2007, employed 1,172
persons. Carlsbad-based Genoptix Medical Labora-
tory was ranked the 15th fastest-growing company
in North America on Deloitte LLP’s Technology
Fast 500™, a ranking of 500 of the fastest growing
technology, media, telecommunications, life
sciences and clean technology companies in North
America. During the five year period of 2004-2008,
Genoptix’s fiscal year revenues grew 15,814 percent.™
The growth of Isis Pharmaceuticals, a leader in
antisense drug development, is also evidenced in
the recent ground-breaking of a 170,838 square foot
research and development facility that, upon antici-
pated occupancy in the fall of 2011, will house 250
employees in administrative offices and research
labs.”

Additionally, at the University of California, San
Diego, biology is the fifth most popular degree
choice, and the most common and fourth most
common job titles for biology graduates are

13 Guinne, Peter and Page, Guy, “Biotechnology Development: Geog-
raphy is Destiny”, Science, May 7, 1999.

14 http://investor.genoptix.com/phoenix.zhtml?c=214457&p=irol-
newsArticle&ID=1347248&highlight=

15 http://www.carlsbadca.gov/about/news/Pages/isis-groundbreaking.aspx
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“Research Associate, Biotechnology” and “Research
Scientist, Biotechnology.” This pipeline of talent
should promote the continued proliferation of bio-
technology and biomedical device companies in the
city. This popularity is spurred by UCSD’s research
funding. According to UCSD, during Fiscal Year
2006-07, the University received $716 million
in research funding. Within UCSD, the leading
recipients of research funding were the School of
Medicine, which received $273 million, and the
Medical Center, which received $146 million. By
2007, more than 60 biotechnology companies had
been formed as spin-offs of UCSD research efforts.

Financial Services Cluster

Given the level of growth and development in
Carlsbad’s economy, housing market and high-tech-
nology/biotechnology sectors, it is not surprising
that Carlsbad is home to 687 companies providing
different forms of financial services, including
banking, lending and investment services. Top
employers include Wells Fargo Home Mortgage
Inc., Advanced Commercial Corporation, Pacific
Western National Bank, Countrywide Home Loans,
Inc. (Bank of America), Global Microwave Systems,
Inc., Citigroup Global Markets Inc., Morgan Stanley
& Co Inc., Plusfunding Com, Inc., Dataclick, Inc.,
Bank of America N.A., Christian Credit Counsel-
ors, Beach and Inland Real Estate Services, Inc.,
Libertystreet Financial Group, Innovative Lease
Services Inc. and A Christian Credit Counseling
Agency. While many commercial and community
banks across the country continue to struggle in the
recession and real estate slump, Carlsbad’s employ-
ment growth and reputation as a major employment
center will allow the financial services job cluster to
remain steady as other employment sectors grow
and expand, contributing to the continuing demand
for office space in the city.
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New and Emerging Clusters — Green/Clean
Technology

While not yet considered a local traded cluster,
green/clean technology is an emerging industry
with growing venture investments in new startups.
According to Deloitte, which provides audit, tax,
consulting and financial advisory services to clean
technology companies, leading sectors in venture
investments in the second quarter of 2010 globally
were solar, biolfuels and smart grid technology. For
smaller startups with limited venture investment
funding, land costs, lease rates and employment
costs are major factors for location. The recent
opening of the EvoNexus technology incubator in
the University Town Centre area is a good example
of efforts to create a new industry cluster in an
area known for high land costs and lease rates. The
incubator will be located in 18,000 square feet
of office space that will be rent-free for the first
two years through an agreement with The Irvine
Company LLC, the landlord. This is coupled with
a new partnership formed between the Rady School
of Management at UCSD and EvoNexus designed
to provide practical experience to the region’s future
technology workforce while benefiting the startups
by providing research and academic resources.

The City of Carlsbad is pursuing similar efforts to
create a 6,000 square foot green/clean technology
incubator on city-owned property at 2351 Faraday
Avenue. The city is currently managing a Request for
Proposals process to select and identify an entity to
partner with to administer the incubator program,
including securing venture investment funding for
new startups eligible for the program. The city’s use
of city-owned property alleviates startup costs for
leasing building space. Partnerships with research
and academic institutions like UCSD will also
be important. Performance of the incubator will
provide early indication of additional opportuni-
ties for the city and local business leaders to create
anew local traded cluster of green/clean technology
employers that will demand additional office space
in the future.

16 http://www.deloitte.com/view/en_US/us/press/Press-Releases/83fef
471f40f9210VgnVCM1oo000bag2fooaRCRD.htm

3.2 Housing Trends

Jobs-Housing Balance

The jobs-housing balance concept is generally
used by land use planners to measure vehicle trips
generated in a city and assumes that the majority
of commutes are from home to the workplace and
then back home. A balance of jobs and housing
would conceptually reduce vehicle miles traveled in
a city, ease traffic congestion, and improve the envi-
ronment. A city’s job-housing ratio also indicates its
relative strength as a regional employment center.
As indicated in Table 3-10, the City of Carlsbad’s
job-housing ratio is projected to be comparatively
higher than most of its neighboring cities during
the next 10 years. Beginning in 2030, SANDAG
projects the jobs-housing ratios for the cities of
Vista and San Marcos to significantly increase as
employment growth continues and residential
development decreases.

Housing and Property Taxes

A major contributor to Carlsbad’s economic base
and tax base is housing and property taxes. As
shown in Table 3-11, the City of Carlsbad General
Fund revenues, which totaled $113.5 million in Fiscal
Year 2009-10, are largely made up of tax revenues
(82 percent).
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TABLE 3-10: CITY OF CARLSBAD JOBS-HOUSING BALANCE

TABLE 3-11: CITY OF CARLSBAD GENERAL Of thOSC tax revenues, approximately 90 percent

FUND REVENUES (FY 2009-10 consist of property, sales and transient occupancy
UNAUDITED) tax revenues (see Exhibit 3-2). More than half of

all tax revenues are property tax revenues and, as
shown in Exhibit 3-3, 73 percent of the city’s property
tax revenues are generated from housing.

Property Values

Despite the recession, Carlsbad’s real estate market
remains relatively healthy. An important indicator
of how properties are performing relative to market
values is adjustments made by the County Assessor
in assessed property values. Proposition 8 reassess-
ments indicate that the market value of a parcel
has significantly fallen and that the assessed value
of that parcel exceeds its current market value. As
shown in Table 3-12, for Fiscal Year 2010-11, the
County Assessor announced that 12 percent of
Carlsbad parcels will receive temporary reductions
in assessed value (Proposition 8 reassessments) as
compared to 19 percent of all parcels in the rest of
the county.

26 www.carlsbadca.gov/envision
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EXHIBIT 3-1: DISTRIBUTION OF CITY TAX
REVENUES (FY 2009-10)
Franchise  Bus License Transfer
$4,906,139_ $3,457,779 $757,632
59% 4‘7? 1%
TOT
$11,490,488
12%
Property Tax
$49,694,554
53%
Sales
$22,819,426
25%

Source: City Of Carlsbad Finance Department

EXHIBIT 3-2: CITY OF CARLSBAD ASSESSED
VALUATION BY LAND (2010)
(IN THOUSANDS OF DOLLARS)

Other
$948,416
4%
Industrial
$2,088,989
9%

Residential
$16,794,053

Commercial
$3,219,483
14%

Source: First American Title Company Metroscan Database

TABLE 3-12: PROPOSITION 8 REASSESSMENTS

As shown in Exhibit 3-4 and Table 3-13, the city’s
assessed property values have grown by 158 percent
during the past 11 years (fiscal years 1999-o0 -
2010-11), with an average annual growth rate of
9.15 percent, as compared to a 7.48 percent average
annual growth rate in the rest of the county. Carls-
bad’s growth in assessed valuation is attributable
to new construction, property sales and an annual
inflationary factor not to exceed two percent under
Proposition 13. Assessed valuations have dipped in
Carlsbad during the past two years, consistent with
most other cities in California. The decline in value

is the result of a combination of Proposition 8 reas-
sessments, lack of new construction and sales, and,
for the first time in the history of Proposition 13 since
its passage, a negative California Consumer Price
Index of -0.237 percent (calculated from October
2008 to October 2009) was announced for fiscal
year 2009-10 and applied to the tax roll pursuant to
Proposition 13. According to the California Depart-
ment of Industrial Relations, the change in the
CCPI from October 2009 through August 2010 was
a positive 0.6 percent.
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EXHIBIT 3-3: CARLSBAD ASSESSED VALUATION TREND
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Source: San Diego County Assessor
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TABLE 3-13: HISTORICAL ASSESSED VALUATION TRENDS

From 2001 through August 30, 2010, average home
sales prices in Carlsbad increased overall by 42
percent (see Exhibit 3-5). Average sales prices peaked
in 2006 at $776,710 before return to 2003/2004
average sales prices. As the current downward
pressure on housing prices eases, housing unit

growth will continue to be guided by the city’s
Growth Management Plan. SANDAG projects that
1,294 residential zoned acres will be developed with
7,070 new housing units between 2008 and 2050; the
total number of housing units in 2050 is projected
to be 50,566 on 8,012 acres.
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EXHIBIT 3-4: CARLSBAD AVERAGE RESIDENTIAL SALES PRICES 2001-2010 (NOMINAL $)
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Notes:

2005 2006 2007 2008 2009 2010

1. 2010 data is based on residential sales as of August 30, 2010.
2. Residential sales include single family home and condominium sales.

Source: First American CoreLogic Metroscan Database

Housing Density Trends

According to SANDAG, Carlsbad’s housing
inventory as of 2008 (excluding mobile homes) was
comprised of 29,390 single-family residences (70
percent), 12,807 multifamily residences (30 percent),
totaling 42,197 housing units. Table 3-14 and Exhibit
3-6 provide historical trends of residential permit
issuances for single-family and multifamily resi-
dences. While the city’s ratio of single-family to

30 www.carlsbadca.gov/envision

multifamily permit issuances has fluctuated in
certain years (2003 and 2006), 76 percent of all res-
idential building permits during the past 10 years
were issued for single-family homes, as compared to
54 percent for the entire San Diego region (including
the City of Carlsbad). From January 2010 through
June 2010, 188 building permits were issued for sin-
gle-family residences and 42 building permits were
issued for multifamily residences.
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TABLE 3-14: RESIDENTIAL PERMIT ISSUANCES BY HOUSING TYPE'

EXHIBIT 3-5: CITY OF CARLSBAD HISTORICAL RESIDENTIAL BUILDING PERMIT ISSUANCES
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Sources: U.S. Department of Housing and Urban Development (http://socds.huduser.org), City of Carlsbad
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Exhibits 3-7 and 3-8 provide a comparison of his-
torical and projected residential building permit
issuances by density type for Carlsbad. SANDAG’s
2050 Regional Growth Forecast anticipates a sub-
stantial shift in the density of new housing units
in Carlsbad during the next 30 years as the city
approaches buildout and the population ages.
From 2001 through 2010, single-family dwellings

comprised 76 percent of new residential develop-
ment in Carlsbad. SANDAG forecasts that from
2011 through 2040, the percentage of single-family
dwellings will decrease to 55 percent of new residen-
tial development. Higher density infill development
and a significant reduction in the amount of new
residential development in Carlsbad during the
next 30 years will be factors in these shifts.

EXHIBIT 3-6: CITY OF CARLSBAD HISTORICAL RESIDENTIAL BUILDING PERMIT ISSUANCES
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Sources: U.S. Department of Housing and Urban Development (http.//socds.huduser.org), City of Carlsbad

EXHIBIT 3-7:

2001-2010 Historical Building Permit Issuances

Multifamily
1,931
24%

Single

Family
5,992
76%

2011-2040 SANDAG Projected Building Permit Issuances

Multifamily
2,931
45%

Single

Family
3,623
55%

Source: U.S. Department of Housing and Urban Development (http://socds.huduser.org), SANDAG
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Demographic Trends and Housing
Demand by Type

As described in Chapter 2, demographic projec-
tions and tapestry segmentation area profiles for
Carlsbad indicate that between 2008 and 2040 the
resident age group that is most likely to purchase
single-family homes (ages 35 to 64) will minimally
increase in population and slightly decrease in that
age group’s proportionate share of the total popu-
lation. In contrast, the resident age group of ages
20 to 34 (young professionals without children)
who are most likely to rent or purchase multifam-
ily homes, are expected to grow in population by
20 percent between 2008 and 2040. Meanwhile,
residents between the ages of 65 to 84 (retired empty
nesters) are projected to grow much more signifi-
cantly between 2008 and 2040 (124 percent).

Researchers and practitioners from groups like the
Urban Land Institute and National Multi Housing
Council agree that empty nesters represent a signif-
icant portion of residents purchasing and renting
multifamily housing.” However, according to ESRI’s
Tapestry Segmentation Area Profile for Carlsbad
(see Appendix for profile sheet), housing prefer-
ences for most “Prosperous Empty Nesters” in the
city is single-family housing, indicating that many
existing aging residents in Carlsbad may choose to
continue living in single-family homes rather than
downsizing. The proportionate share of residents
between 20 and 34 is projected to remain relatively
constant between 2008 and 2040, while the pro-
portionate share of residents between 65 and 84 is
projected to increase from 12 percent to 22 percent.

EXHIBIT 3-8: CITY OF CARLSBAD CURRENT AND PROJECTED TAPESTRY SEGMENTATION

Urban Chic

Connoisseurs

Boomburbs

In Style

Suburban Splendor
Sophisticated Squires

Top Rung

Trendsetters

Wealthy Seaboard Suburbs
Prosperous Empty Nesters
Enterprising Professionals

Silver and Gold

-~

m 2010
m 2040

" -~ -

0% 10%

Source: ESRI Business Analyst Online

17 Based on ESRI Business Analyst Online Tapestry Segmentation
Area Profile for the City of Carlsbad.

20% 30% 40%

18 Haughey, Richard M., “The Case for Multifamily Housing,” Urban
Land Institute, 2003. Black, J. Thomas, “Opportunity & Challenge:
Multifamily Housing in Mixed Use Activity Centers,” 1998.
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Consistent with regional trends for North San
Diego County, household income trends for the
city are also projected to significantly shift between
2008 and 2040, creating a proportionately wealthier
resident base. Based on current and projected
Tapestry Segmentation Area Profiles for the city (see
Exhibit 3-9), tapestry profiles and age groups thatare
currently more inclined to purchase townhomes or
rent in multi-unit apartments in older, more urban
settings include Urban Chic, In Style, and Trend-
setters. The rapid growth of city residents 85 years
of age and older will also create growing demand
for multifamily senior housing and assisted living
developments in the city. While these profiles are
expected to expand over the life of the new General
Plan, a greater share of future growth is projected
for older and wealthier segments, such as Top Rung
and Prosperous Empty Nesters, whose housing
preferences lean significantly more toward single-
family housing. According to profile descriptions
for these segments, “Top Rung residents own at least
one single-family home with a median home value

approaching $903,660.” Prosperous Empty Nesters
“live in established neighborhoods” that “experi-
ence little turnover from year to year” where “most
of the housing is single-family.”

Table 3-15 projects population changes and housing
preferences for single-family residential (SFR) and
multifamily residential (MFR). Residential prefer-
ences for single-family and multifamily housing by
age groups are estimated ratios based on tapestry
segment profiles for Carlsbad residents. The
projected population shifts by age group during
2008-2020, 2020-2030, and 2030-2040 result in
an increasing demand for multifamily housing
over time. While this is generally consistent with
SANDAG's projections for single-family and multi-
family housing units through 2040 (see Exhibit 3-7),
the percentage breakdowns of demand in Table 3-15
for single-family and multifamily housing provide a
more moderate projection of demand shift from sin-
gle-family to multifamily during each time period.

TABLE 3-15: POPULATION CHANGES AND HOUSING PREFERENCES BY AGE GROUP
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Based on the percentage breakdowns at the bottom
of Table 3-13, the chart in Exhibit 3-10 presents alter-
native projections for single-family and multifamily
permit issuances for the next 30 years that provide a
more gradual and moderate shift from single-family
to multifamily housing as compared to SANDAG’s
projections illustrated in Exhibit 3-7.

These projections and Carlsbad’s tapestry segmen-
tation indicate that the demand for higher-priced
housing in lower density neighborhoods, such as
those being built in the northeast and southeast
quadrants of the city, is expected to continue, with
the future potential for higher density townhome
product types in 20 to 30 years. Residents 20 to 34
years of age with a greater preference for multifam-
ily housing are projected to increase by the highest
margin during the next ten years. Based on tapestry
segmentation profiles for these residents, future
growth in demand for multifamily housing will
focus on the city’s northwest quadrant, as younger,
up-and-coming residents with growing wealth

exhibit a growing preference for older, urban neigh-
borhoods with an abundance of services, retail
opportunities, and walking access to amenities,
such as those offered in Carlsbad Village and the
Barrio. Redevelopment potential of these areas will
therefore be greatest during the next ten years.

From 2031 to 2041, a significant increase in residents
85 years of age or older will create a much greater
demand during that timeframe for multifam-
ily senior housing and assisted living facilities. In
the more immediate horizon, the City of Carlsbad
Planning Department’s list of pipeline projects
contains more than 430 units of senior housing and
assisted living facilities that are under review or
approved but not yet built, including the 300+ unit
Dos Colinas senior housing rental projectlocated on
45 acres that will offer independent living cottages
to assisted living apartments, an 82-unit assisted
living project in Bressi Ranch, and a 50-unit senior
housing project on Harding Street.”

EXHIBIT 3-9: CITY OF CARLSBAD ALTERNATIVE PROJECTIONS FOR PERMIT ISSUANCES

8,000 e

(7]
§ 7 000 /_ 249%, B8 1.931 MFR Multifamily
S ’ ® Single Famil
2 6000 V] K d
- 5,992 SFR
E 5,000 -
s 4,000 - : 1,633 MFR
g 3,000 - 9%
© ’ 2,555 SFR 756 MFR
5 2,000 -
3 000 43% 67% 408 MFR
’ . 1,001 SFR 33% 201
2001 - 2010 2011 - 2020 2021 - 2030 2031 - 2040

Sources: U.S. Department of Housing and Urban Development (http://socds.huduser.org), SANDAG,

City of Carlsbad

19 City of Carlsbad Planning Department, http://wdesigngroup.net/
Res_DosColinas.html, Loopnet
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The following chapter provides: 1) an analysis of
taxable sales for Carlsbad and other cities in the
North San Diego County market area; 2) demand
forecasts for future retail space in Carlsbad; 3)
a retail leakage analysis that provides guidance
for how the city can strengthen its position in the
market area; and 4) demographic trends and prefer-
ences in Carlsbad for retail, dining, entertainment
and shopping opportunities.

41 Taxable Sales and Retail
Demand

Retail Inventory

Table 4-1 presents the current inventory of retail
space in the North San Diego County market area,
which includes the cities of Carlsbad, Oceanside,
Encinitas, Vista, and San Marcos. The strength of
Carlsbad’s retail base in the market area is evident
in its vacancy rate (lowest) and average lease rate
(highest). It is important to note that these figures
do notinclude regional malls, such as Plaza Camino
Real.

TABLE 4-1: RETAIL INVENTORY (Q2 2010)
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The city’s December 2009 estimates for proposed
new construction include the Palomar Commons
retail center project, recently approved by the City
Council, which will include a 153,974 square foot
Lowe’s home improvement store. Other notable
retail projects in the city’s development pipeline are
listed in Table 4-2.

The new Lowe’s home improvement store will
address significant “sales leakage” in building
materials from the city. A “sales leakage” in specific
retail categories (e.g., building materials, auto parts,
home furnishings and appliances) indicates that the
city (the “trade area”) is not efficiently capturing
local retail demand for certain goods and that
residents are traveling to neighboring cities (e.g.,
Oceanside, Encinitas, Vista, San Marcos) in the
North San Diego County market area to satisfy that
demand. Conversely, a “sales surplus” in specific
retail categories (e.g., motor vehicles, clothing
stores) indicates that the city is capturing both its
local demand and regional demand from neighbor-
ing cities’ residents in the North San Diego County
market area.

Taxable Sales

Table 4-3 presents 2008 taxable sales reported by the
State Board of Equalization for Carlsbad and the
North San Diego County market area. As indicated
by Carlsbad’s local capture rate of taxable salesin the
market area, the city generates significant sales from
apparel stores and motor vehicles and parts. This is
attributable to the city’s regional centers, including
Plaza Camino Real, the only regional mall in the
market area, and Car Country Carlsbad. The city
is also home to other major retail locations, such as
Carlsbad Premium Outlets, the Forum at Carlsbad,
Carlsbad Village and Costco. The city’s high local
capture of market area sales can also be attributed
to its coastal location, which creates a 180-degree
market area. Unlike a 360-degree market area that
competes with other surrounding and overlapping
market areas, the North San Diego County market
area is bordered to the west by the Pacific Ocean
and to the north by Camp Pendleton. Exhibit 4-1
provides a map of the market area including a
15-minute drive time map from McClellan-Palomar
Airport.

TABLE 4-2: RETAIL PROJECTS IN DEVELOPMENT PIPELINE (DECEMBER 2009)
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TABLE 4-3: 2008 TAXABLE SALES FOR NORTH SAN DIEGO COUNTY MARKET AREA
(2008 DOLLARS IN THOUSANDS)

Table 4-4 on the following page provides a detailed
comparison summary of taxable sales for all cities
in the North San Diego County Market Area.
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As shown in Table 4-4, Carlsbad is capturing the
greatest share of taxable sales (29.9 percent) in the
market area with the highest taxable sales per capita
($16,425). The city’s lowest capture rate is in building
materials at 3.9 percent. The city’s taxable sales in
this retail category will soon jump closer to 20 to 30
percent with the city’s recent approval of the 153,974
square foot Lowe’s home improvement store, which
will be the anchor of a 184,844 square foot retail
center (Palomar Commons). The city has histori-
cally leaked (lost) significant sales in the building
materials category to its neighboring cities in the
market area. The new Palomar Commons retail
center will also help meet future demand for retail
space in the market area as the recession eases and
housing production accelerates in the city.

Retail Demand Forecast

As the market area’s population increases, taxable
sales in the market area are assumed to also increase
according to per capita sales. Using average sta-
tistics for sales per square feet by retail category,
future demand for retail space by category can be
projected as a function of population growth. Local
demand for Carlsbad can then be determined by
applying the city’s capture rate of taxable sales.
Table 4-5 presents demand forecasts for future retail
space by category for Carlsbad and the remainder of
the market area. The methodology for the demand
forecast is described as follows.

o A sub-regional market area for North San Diego
County was identified using a 15-minute drive
time from McClellan-Palomar Airporttoinclude

the cities of Carlsbad, Encinitas, Oceanside, San
Marcos, and Vista (see Exhibit 4-1).

2008 taxable sales for each city in the market
area were assembled from the State of California
Board of Equalization’sannual report, organized
by retail category, totaled for the market area,
and used to calculate Carlsbad’s local capture
rate of taxable sales by category.

Taxable sales for food stores were adjusted
upward by 2.5 times to account for non-taxable
groceries. Taxable sales for general merchan-
dise stores were adjusted upward by 0.5 times to
account for non-taxable prescription drug sales.

Using 2008 SANDAG population estimates for
the five cities, taxable sales per capita were calcu-
lated for the market area.

2020, 2030 and 2040 projections for taxable sales
by retail category for the market area were cal-
culated using SANDAG’s population projections
and the taxable sales per capita.

Average taxable sales per square feet by retail
category were assembled and applied to the
2020, 2030 and 2040 taxable sales projections to
forecast future square footage demand for each
category.

Carlsbad’s 2008 capture rate for taxable sales
was applied to the projected space demands to
calculate the city’s local demand for retail space
by category.

All dollars are 2008 dollars in thousands of
dollars. Inflation was not factored.
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Table 4-6 summarizes Carlsbad’s demand pro-
jections for future retail space for all categories. It
is important to note that these projections do not
account for the city’s recent approval of the Lowe’s
home improvement store in the proposed Palomar
Commons retail center project. However, it can be
assumed that the Lowe’s store will meet the region’s
new square footage demand for retail space for
building materials for the next 10 years. Regional
demand for building materials retail space from
2008 to 2020 is projected at 141,428 square feet. The
proposed Lowe’s store is estimated at 153,974 square
feet. Additional projected demand indicates that,
by 2030 and 2040, the region will be able to support
two additional home improvement stores of a
similar size as the future Lowe’s store. Other major
anticipated retail projects not accounted for in this
demand forecast include La Costa Town Square,
Carlsbad Paseo, Plaza Camino Real Expansion and
the Green Dragon Tavern.

It is also important to emphasize that the demand
forecast is based on the city’s 2008 capture rate
by retail category. The forecast should be consid-
ered alongside Carlsbad retail sales leakage data
(provided in Section 4.2) to determine where unmet
local demand can be met, such as the future Lowe’s.
Demographic trends, tapestry segmentation and
local resident preferences for shopping, dining
and entertainment opportunities should also be
considered.

TABLE 4-6: SUMMARY OF CITY OF

CARLSBAD RETAIL DEMAND
PROJECTIONS

4.2 Retail Leakage

Exhibit 4-2 on the following page provides a retail
marketplace profile for Carlsbad, including a retail
leakage analysis. The leakage analysis presents
a snapshot of retail opportunity in the city as a
function of demand and supply. The retail gap
represents the difference between retail potential
(demand) within the trade area (Carlsbad city
limits) and actual retail sales (supply) captured.>> A
positive value for a retail gap represents a “leakage”
of retail opportunity outside the city, indicating that
there is a demand for greater supply of that oppor-
tunity in the city. A negative value represents a
surplus of retail sales, or a market where customers
are drawn in from outside the trade area.

The following leakage analysis addresses unmet
local demand of Carlsbad (the trade area) residents
while the demand projections in Table 4-5 include
both local demand and sub-regional demand from
neighboring cities (the market area).

Exhibit 4-3 provides a graphical illustration of retail
surplus and leakage by NAICS industry.

Asindicated in Exhibits 4-2 and 4-3, a major surplus
category is electronic shopping and mail-order
houses. Since these businesses arelocated in the City
of Carlsbad, their sales, including Internet sales, are
taxable. However, the overall growing trend toward
online shopping may result in increased sales
leakage in many industry groups to market areas
outside of San Diego County and California.

As shown in Exhibits 4-2 and 4-3, Car Country
Carlsbad attracts residents from adjacent commu-
nities, providing a strong surplus in auto sales and
in parts sold for vehicle maintenance and repair.
Other major surplus categories include full-ser-
vice restaurants (including those located at resorts/
hotels). However, the city experiences large leakages
in the sales of auto parts (e.g., Kragen, Pep Boys),
accessories and tires and “Other Motor Vehicle
Dealers” (e.g., RV, boat, motor sports/motorcycle)
to neighboring jurisdictions (e.g., Oceanside, Vista).
Another significant leakage is furniture, largely due
to major furniture distributor and store districts in

20 ESRI and Infogroup.
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EXHIBIT 4-3: LEAKAGE/SURPLUS BY INDUSTRY GROUP
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Source: ESRI and Infogroup.
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adjacent cities (e.g., San Marcos). Grocery, specialty
food and liquor stores also represent a large leakage
category. Grocery leakage is likely the result of
several factors, including affordable options in
neighboring cities at “big box” supercenters and
warehouse clubs, located on or near major trans-
portation corridors. Another major leakage is in
gasoline and service station sales. While Carlsbad’s
gas stations have significantly higher gasoline prices
per gallon than neighboring cities, adjacent cities
have more convenient and affordable gas stations
located in close proximity to Highway 78, Interstate
5 and major thoroughfares.” As discussed earlier,
the city’s leakage of sales in building materials,
garden equipment and supply stores is anticipated
to be addressed through the construction of the new
Lowe’s home improvement store at the proposed
Palomar Commons retail center.

These leakage categories represent existing demand
that the city can capture today from local residents.
The retail space demand projections in Table 4-5
represent future additional regional demand that
the city can capture, particularly in these categories,
from both city residents and the greater marketarea.
Leakage categories therefore provide the greatest
opportunity for local capture in the immediate
future with additional and greater regional demand
opportunities from the market area. The sooner
leakage categories can be addressed by the city,
the greater the ability of the city to strengthen its
position in the market area to capture additional
future demand from the entire market area, as
projected in Table 4-5.

21 Motor Trend Gas Prices for Carlsbad, Encinitas, Oceanside, San
Marcos and Vista, http://www.motortrend.com/gas_prices/32/cali-
fornia/san_diego/index.html, Retrieved August 16, 2010
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4.3 Demographic Trends

Demographic trends are an important factor in
developing strategies to capture greater regional
market demand in the retail categories identified
in Table 4-5. Demographic trends also influence
leakage factors since retailers require a certain
demographic composition to justify sufficient
demand to locate in a particular community or
neighborhood. As Carlsbad residents proportion-
ately increase in age and affluence, the shifting
tapestry segmentation indicates that their retail
preferences will change over time, preferring to eat
out more regularly, shop at high-end department
stores and increasingly use catalogs and the Internet
for shopping. Given the existing surplus of food and
beverage services in Carlsbad (see Exhibits 4-2 and
4-3), the city may have greater future opportunities
to cater to local residents by providing upper scale
dining, entertainment and shopping opportunities.

While home furnishings and appliances may not
be as important to an aging population, such retail
goods are important to the suburban-oriented
tapestry segments that will continue to live in the city
today and into the future. The suburban-oriented
tapestry segments in Carlsbad will justify oppor-
tunities for the city to support the location of such
retail uses in the city, which will assist in meeting the
projected market area demand by 2040 for an addi-
tional 346,782 square feet of home furnishings and
appliances (see Table 4-5). The location of such retail
uses in Carlsbad will also reduce or eliminate Carls-
bad’s current local leakage in this category. In other
words, the city’s current leakage in this category
presents an opportunity to capture a greater share
of the sub-regional market area demand beyond the
52,013 square feet of this retail category projected to
be provided in Carlsbad by 2040.
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4.4 Other Retail Trends

Carlsbad’s high capture of the market area’s taxable
sales in apparel and automobiles reaffirms the
importance of Plaza Camino Real and Car Country
Carlsbad as regional assets to the city’s economic
base. Plaza Camino Real reflects the regional mall
model that was common in the 1960s, including
abundant parking and an indoor shopping environ-
ment. New and emerging trends in mall models focus
on experiential design concepts, providing visitors
with walkable environments where the experience of
community gatheringand connectionisasimportant
as the types of retail outlets provided. Given Carls-
bad’s tapestry segmentation, consumers will
increasingly look to retail as a source of community
connectivity, local products and business diversity*,
as is manifested in the Carlsbad Community Vision
and its defining core values. Additionally, retail is
moving from a warehouse model to a showroom
model in which potential buyers visit a store to try out
a product before shopping online. Redevelopment
and rehabilitation of major shopping destinations
make regional malls a potentially significant leader
in showcasing effective sustainable design, if they can
meet consumers’ growing demand for community
gathering places and for smaller shop spaces that
serve as showrooms.” As the retail environment
changes, Carlsbad’s major retail centers will either be
updated to reflect current trends or become obsolete,
weakening its retail strength and ability to capture
future regional demand, as projected in Table 4-5.

Similarly, Car Country Carlsbad is a traditional
auto park model. Auto parks were designed to
increase consumer choice and showcase products
side by side. Recently, however, increased automo-
bile durability and use of the Internet for shopping
has changed the market for auto parks. This retail
district is in transition as the motorcar industry
restructures and manufacturers’ requirements
evolve regarding dealer facility size, features and
style. Table 4-5 projects by 2040 an additional 97,536
square feet of new demand for motor vehicles and
parts in the market area, with 58,654 square feet
of local capture in Carlsbad. Given the projected

22 Urban Land Institute Magazine, January 2007.

23 Urban Land Institute Magazine, January 2008.

demand and changing trends in auto park models,
expansion and reconfiguration of Car Country
Carlsbad should be considered. Opportunities for
the city to also capture additional sales in auto parts,
accessories and tires (a major leakage category)
through existing auto dealerships or alternative
models should be considered.
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Hotel and

Tourism

Hospitality in the San Diego region continues to
struggle to recover from the recession, as national
and local unemployment rates remain high,
personal income fluctuates and gas prices rise.
Given the level of uncertainty of leisure and com-
mercial travel patterns during the life of the General
Plan, the trend analysis provided in this chapter
focuses on historical benchmarks in the Carlsbad/
Oceanside hotel submarket in comparison to the
La Jolla submarket and greater San Diego County
regional market.>

5.1 Local Profile and General
Trends

As of 2008, the City of Carlsbad offered lodging
for visitors at 35 hotels in 3,582 rooms.” In fiscal
year 2009-10, 56 percent of transient occupancy tax

revenues were generated by five hotels: La Costa
Resort and Spa, Four Seasons Aviara (now Park
Hyatt), Hilton Garden Inn, Sheraton Carlsbad and
Homewood Suites.?® As shown in Table 5-1, the
recession has had a significant impact on transient
occupancy tax revenues for the city as revenues
have fallen annually by about 10 percent the past
two years and overall by 19.5 percent.

According to a city news release in 2010, “the two
largest resorts in Carlsbad saw their transient
occupancy taxes drop by $1.6 million, although this
decrease was partially offset by an increase in new
hotel rooms in the city. The opening of the Sheraton
Carlsbad Resort, Hampton Inn and Homewood
Suites combined with the closing of the Olympic
Resort resulted in a net increase of 416 rooms.””
The net result was a $1.26 million drop in transient
occupancy tax revenues between fiscal years

TABLE 5-1:

24 Colliers PKF Hospitality Research defines the Carlsbad/Oceanside
submarket as being “located north of the city of San Diego along
the Pacific Ocean. Properties in this sector consist of resort hotels
located on the beach, as well as full and limited-service hotels
along Interstate 5,” and the La Jolla/Point Loma submarket as being
“located north of San Diego along the coast of the Pacific Ocean.
This area includes the communities of Del Mar, La Jolla and Rancho
Santa Fe.”

25 City of Carlsbad Planning Department

CITY OF CARLSBAD TRANSIENT OCCUPANCY TAXES (TOT)

26 City of Carlsbad Finance Department

27 http://www.carlsbadca.gov/about/news/pages/keeping-city-in-
black.aspx
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2008-09 and 2009-10. Occupancyrates at moderate-
priced and budget hotels were impacted particularly
hard, largely due to price compression triggered by
aggressive cuts by luxury hotels.”® California has
been particularly impacted by these trends. In 2009,
there were record declines in revenue per available
room, completed hotel sales and the number of
hotels for sale. There was also a record jump in the
number of distressed hotel properties.

According to a recent Urban Land Institute article,
most hotel experts agree that a true recovery will not
take place until at least 2011, and will likely remain
slow until 2012. After the immediate downturn
fades, new development in the resort sector will
remain hampered by recent overbuilding, especially
at the luxury level. Urban Land Institute suggests
that new resort development will stall until existing
distressed properties are recapitalized, shadow
inventory is cleared, and infill, add-on, and comple-
tion of existing projects is completed.

Table 5-2 and the following discussion provide a
closer examination of past hotel trends in multiple
markets since 2005.

28 “Hotel Segments and the Laws of Economics,” Gregory Hartmann,
Mar. 16, 2010
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5.2 Hotel Benchmark Analysis

Table 5-2 provides a historical comparative analysis
of hotel benchmark trends in the Carlsbad/
Oceanside submarket, La Jolla submarket, and
greater San Diego County regional market. While
city-specific data for Carlsbad is not specifically
provided, the analysis separates benchmark data
for upper priced hotels with an average daily rate
of $100 or more and lower priced hotels with an
average daily rate of less than $100. Upper priced
hotel data can be applied to discussions about the
city’s future opportunity for higher end hotels and
resorts.

Average Daily Rates

Overall, the comparative analysis indicates that
regional trends in the hotel industry between
2005 and 2010 (through August) are consistent in
the Carlsbad/Oceanside and La Jolla submarkets.
Average daily rates in the submarkets and regional
market all rose between 2005 and 2008, and subse-
quently fell back to 2005 rates in the following year.
Through August 2010, rates continue to fall in both
submarkets and the regional market. Only upper
priced hotels in the Carlsbad/Oceanside submarket
have experienced an upward movement in average
daily rates between 2009 and August 2010, from
$163.93 to $164.14. However, compared to the La Jolla
submarket and the regional market, overall average
daily rates for upper priced hotels in the Carlsbad/
Oceanside submarket fell by a much larger dollar
value (-$9.96) and percentage (-5.7 percent) between
2005 and 2010.
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TABLE 5-2: HOTEL TRENDS BY SUBMARKETS (NOMINAL DOLLARS)'
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Hotel Occupancy Rates

Hotel occupancy rates for both submarkets and the
regional market consistently fell during the 2005
to 2010 timeframe. Lower priced hotels in the La
Jolla submarket experienced the smallest reduction.
Occupancy rates for upper priced hotels in the
Carlsbad/Oceanside submarket reached a five-year
lowin 2009 with a 61.3 percent occupancy rate. Since
then, the occupancy rate has begun to climb again
and was reported at 64 percent as of August 2010.

During the Envision Carlsbad Phase 1 stakeholder
interviews, two local executives noted that “there
seems to be an issue with rooms seasonally” and
that “60-65 percent of visitors [at one local resort]
are there for conventions.” By focusing on bringing
in visitors during off-peak times, for smaller con-
ventions, golf events and other local activities, the
city has the potential to increase occupancy rates
within the city’s current inventory of room supply.

Hotel Room Supply

An indication of future demand is the addition of
average daily room nights to a submarket’s hotel
room supply. Between 2005 and 2010, the Carlsbad/
Oceanside submarket’s hotel room supply increased
by 935 average daily room nights, including 839
average daily room nights in upper priced hotels.
During Fiscal Year 2008-09, the opening of three
major upper priced hotels, the Sheraton Carlsbad
Resort, Hampton Inn and Homewood Suites,
combined with the closing of the Olympic Resort,
resulted in a net increase of 416 rooms in the city,
contributing to half of the 839 net increase in
average daily room nights for upper priced hotels in
the Carlsbad/Oceanside submarket.

Hotel Supply Pipeline

Table 5-3 provides a summary of the hotel supply
pipeline for the selected submarkets. The pipeline
includes projects at the pre-planning, planning, final
planning, and construction stages of development.

TABLE 5-3: HOTEL SUPPLY PIPELINE’
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From 2005 through August 2010, new hotel room
supply for upper priced hotels in the Carlsbad/
Oceanside submarket grew by a total of 788 available
room nights. According to Colliers PKF Hospitality
Research (see Table 5-3), 705 new rooms are currently
in the pipeline for upper priced hotels, which would
represent 12.2 percent of the submarket’s upper price
hotel room supply. The City of Carlsbad Planning
Department’s list of pipeline projects approved but
not yet built includes seven properties with 702
hotel rooms, 116 condominium hotel rooms and 224
timeshare rooms, indicating that most, if not all,
new rooms in the Carlsbad/Oceanside submarket
are planned to be located in Carlsbad. These new

projects will include a proposed new 250 room
Legoland Hotel in Carlsbad. According to the City
of Carlsbad Planning Department, a 2012 opening
may be feasible. Other hotel projects in the city’s list
of approved pipeline projects are listed in Table 5-4.

563 rooms are currently in the pipeline in the La
Jolla submarket for upper priced hotel rooms. The
Carlsbad/Oceanside submarket’s growing share of
the regional market for upper priced hotels indicates
that Carlsbad will continue to capture future
demand for new resort hotels along the northern
coast of the region.

TABLE 5-4: HOTEL PROJECTS IN DEVELOPMENT PIPELINE (DECEMBER 2009)
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5.3 Leisure, Tourism and
Commercial Travel

Visitors to Carlsbad are served by 2,138 workers
from 99 companies in the entertainment and rec-
reation sector, including the roughly 860 employees
of Legoland California.> Other major attrac-
tions include the city’s two public golf courses (The
Crossings and Rancho Carlsbad) and two private
golf courses (La Costa and Aviara). In addition to its
desirable location, Carlsbad has the opportunity to
benefit from its natural advantages in future trends
in resort development, including an increased focus
on green development and ecotourism, multi-gen-
erational resorts, which can cater to the interests of
multiple generations of family members, and niche
resorts, which attract a narrow segment of enthusi-
asts of a particular activity, such as golf or surfing.

An important issue that was raised during the
Envision Carlsbad Phase 1 stakeholder inter-
views was under-utilization of McClellan-Palomar
Airport. One local business executive noted that
“less than 20 percent of trips that are from Carlsbad
for [company] business [go through McClellan
Palomar],”and that it would be “advantageous if
more people flew in and out of the city for tourism.”
An August 9, 2010 San Diego Business Journal
article, “Charter Flight Services Steer Clear of
Economic Turbulence,” observed that “San Diego-
area charter aircraft operators hired for corporate
executive travel are facing headwinds as the
economy has prompted companies to hire smaller,
less expensive jets or choose more economical
modes of transportation.” According to the article,
these difficult trends are resulting in new or trans-
formed charter businesses that focus on using
more fuel-efficient planes for short-haul flights to
allow clients to avoid commercial airline travel
and to provide cost savings over more expensive
charter jet flying. A new charter business, Air2Air
Corp., is reported to have grown by at least five
percent monthly since opening in August 2008 at
McClellan-Palomar Airport. While regular charter
services are down (estimated at 60 percent from
two years ago), new business trends in the industry
may create new potential for attracting executive

29 ESRI Business Analyst Online
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and corporate travel to the city by way of McClel-
lan-Palomar Airport.

An April1o, 2010 San Diego Business Journal article,
“Local Airline Prepares for Takeoff Late This Year
or Early Next,” also reported on the unveiling of a
brand new regional aircraft company, California
Pacific Airlines, which plans to begin operations
out of McClellan-Palomar Airport at the end of
2010 or early 2011. The airline will provide nonstop
service to major destinations in California, Arizona
and Nevada, including Sacramento, San Jose,
Oakland, Las Vegas and Phoenix. A second phase
in the airline’s business development would include
weekend service to selected cities in Mexico.

Longer range forecasts prepared by the San Diego
County Regional Airport Authority also project a
40 percent increase in annual aircraft operations
at McClellan-Palomar Airport between 2006 and
20263°

30 San Diego County Regional Airport Authority, “McClellan-Palomar
Airport Land Use Compatibility Plan,” amended March 4, 2010
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A Climate

Key trend data and demand forecasts for the
General Plan update have been provided in previous
chapters. This chapter is intended to augment the
discussion by providing a narrative overview of
emerging trends in the global and regional market-
place that the EC3 and decision-makers may wish to
consider. The overview is intended to provide high-
level context, rather than quantify future demand
for specific land uses.

6.1 Global and National Market
Trends

Global and national trends in emerging indus-
tries and technology will have a significant impact
on Carlsbad’s local economy given the city’s com-
petitive position as an expanding employment hub
for the biotechnology and high-technology indus-
tries. One trend is the acceleration of small business
formations. At the national level, Challenger, Gray
& Christmas’ job market index showed that 87
percent of people who found new employment in
the second quarter of 2009 did so by forming their
own businesses. Many of these entrepreneurs have
turned hobbies into businesses, and the San Diego
region’s wealth of educated, technologically savvy
workers could provide a boost to high-technology
business startups. The demographic projections
provided in Chapter 2 of this working paper also
indicate anticipated local growth of the “Enterpris-
ing Professionals” tapestry segment profile in the
city that would provide a readily available source of
new high-technology entrepreneurs.

A second trend is the increasing ability to network
and work globally. This will reduce the incentive
for many workers, particularly in infrastructure-

sparse fields, such as software development, to
relocate for work. A corollary to this trend is that
more work will continue to be outsourced to lower
wage locations, such as the BRIC countries (Brazil,
Russia, India, and China). A second corollary is
the emergence of “borderless venture capital.” As
informal and formal global networks emerge, it will
become easier for venture capitalists to identify and
tund opportunities across borders.

A third significant trend is the aging of the global
and national population. As baby boomers age, their
overwhelming market power will dictate changes
in business strategies. This will affect Carlsbad
by increasing the demand for senior housing, for
health and wellness services, and for smaller, more
convenient places to live and shop. According to the
Bureau of Labor Statistics, three of the ten fastest
growing job sectors in the U.S. are in-home health-
care, elderly and disabled services and community
care facilities for the elderly. Over the next 30 years,
the city’s projected increase in number of residents
over the age of 85 affirms these growing demand
trends.

6.2 Regional Market Trends

Shortages of qualified workers for Southern Cal-
ifornia’s innovation-based economy will present
hurdles to further growth of Carlsbad’s biotech-
nology and high-technology industry. One trade
association executive noted during Envision
Carlsbad Phase 1 stakeholder interviews that one
thing the city should “take a clear lead on is to make
sure to identify the skill sets needed for the jobs
being created in the city, and then working with
the local colleges to ensure education is accessible.”
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This worker shortage will likely be partially filled
in the region’s technology industries by outsourc-
ing and attracting foreign talent. The region also
faces worker shortages in nursing and other health
professions. These jobs will be filled through a com-
bination of recruiting students into appropriate
fields of study and by attracting foreign workers.

The region will also face increasing water shortages.
While Carlsbad has made a significant effort to
combat water shortages through the installation of
recycled water irrigation systems and the develop-
ment of the Poseidon desalination plant, regional
water shortages will likely continue to grow as the
region’s population increases and industries, such as
robotics and biotechnology, place greater demands
on limited water supplies, particularly imported
water. Biotechnology uses, in particular, are heavy
users of water. For example, to manufacture one
kilogram of recombinant microbial protein drug, a
biopharmaceutical company might need 15-30,000
liters of water, or enough to fill a moderate sized
swimming pool** The General Plan and the city’s
Growth Management Plan should consider goals
and policies that ensure sufficient water resources
would be regionally and locally available to support
Carlsbad’s growing biotechnology field.

Policy Environment

Much of SANDAG’s demographic projections
under the 2050 Regional Growth Forecast are
driven by planning efforts for the Regional Com-
prehensive Plan and Regional Transportation Plan.
In 2008, the State Legislature enacted Senate Bill
375 (Chapter 728, Statutes of 2008), a landmark bill
that made fundamental changes to Californian’s
transportation planning process, linking regional
transportation plans and local housing elements to
greenhouse gas emission reduction targets under
Assembly Bill 32 (Chapter 488, Statutes of 2006). As
these types of state and regional planning policies
targeted at environmental conservation expand,
local pressure to reduce vehicles miles traveled
(VMT) will increasingly become a key factor in
the formation of local land use plans and policies,

31 California Research Bureau, “Business Needs of Biotechnology”,
http://www.library.ca.gov/crb/96/07/BIOT_CHs.html, Aug. 16, 2010
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including the need to locate services (e.g., daycare,
dry cleaning, dining) closer to major employ-
ment centers. Several stakeholders during Envision
Carlsbad Phase 1 noted the lack of such facilities
including one golf company executive who noted
the “lack of services for employees during the day;
must drive long distances to get to services.” A
communications company executive also noted
“there isn’t anywhere to eat [on the eastern side of
El Camino Real].” Efforts to address the demand
for retail goods and services in these employment
centers are already underway, including the recent
construction of the Staples retail center and Bressi
Village shopping center. Projects approved but not
yet built in and around these employment centers
also include La Costa Town Square, Palomar
Commons, and retail sites in Carlsbad Oaks North.



Planning
[ssues and

7.1 General Plan Opportunities

As Carlsbad’s residential areas near buildout and
vacant, developable land continues to decrease,
the community’s General Plan opportunities
should focus on continued expansion of key job
clusters, capturing future commercial and indus-
trial demand through land uses that can adapt to
emerging trends, supporting existing hotel/resort
uses year-round through enhanced tourism and
marketing, and repositioning older, existing assets
and neighborhoods for renewed investment and
economic prosperity.

Residential

Buildout of the city’s residential communities will
continue under the guidance of the city’s Growth
Management Plan. New residential development
will likely follow past trends and predominantly
consist of single-family neighborhoods within
planned communities. Future General Plan oppor-
tunities and challenges will involve the city’s older,
established residential neighborhoods, primarily in
the northwest quadrant. In these established neigh-
borhoods, opportunities exist to establish housing
at increased densities located around transporta-
tion centers and other community amenities (e.g.,
parks, shopping, schools, jobs or employment
centers), which could provide workforce housing
for major job clusters, particularly in the manufac-
turing, hospitality and tourism industries. As older
housing stock in the northwest quadrant nears the
end of its life cycle, infill development should be
planned for by identifying appropriate locations
for new or rehabilitated multifamily housing. A key
factor will be shifting housing demand by density
type. As population projections and demographic

trends lead toward a change in resident profiles with
a growing preference for multifamily housing, the
city will need to consider where, when and how it
will provide opportunities for increased densities
near resident-serving services and retail. Popula-
tion projections also indicate that the number of
residents 85 years of age and older will significantly
grow during the next 30 years, particularly between
2030 and 2040. The city will need to consider where,
when, and how it will meet a growing demand for
senior housing, including assisted living facilities
such as the proposed 300-unit Dos Colinas project.

Office, Research and Development,
and Light industrial

There are approximately 10,000 acres of developable
employment lands remaining in San Diego County.
Carlsbad is one of five key planning areas in the
region that will capture future job growth. The city’s
key job clusters provide guidance for capturing this
future growth and how to plan for Carlsbad’s 454
acres of developable employment land amongst
industries, particularly between manufacturing/
light industrial and research and development/
business park/office uses. Current trends indicate
that the high cost of land will continue to detract
from retention, expansion, and attraction of manu-
facturing uses. As the city’s reputation as a growing
employment hub for biotechnology and high-tech-
nology spreads, land uses, policies and partnerships
with local universities should be explored as a
means for promoting further growth of the biotech-
nology and biomedical job clusters. Office uses that
support corporate headquarters should also be a
priority but balanced with the understanding that
related manufacturing uses for those businesses
will be deterred by Carlsbad’s relatively higher land

57



Envision Carlsbad

costs and the growing trend to relocate manufac-
turing operations across the U.S.-Mexican border
or overseas.

Consideration should also be given to new and
emerging job clusters and the trend toward smaller
entrepreneurial startups and the decentralization
of large office-based businesses due to increasing
use of technology for telecommuting. With limited
land supplies to expand job clusters, the city should
consider how it could creatively leverage vacant or
under-utilized city-owned assets to partner with
investors in leading industries. A prime example
of this is the city’s current efforts to create a green/
clean technology business incubator on city-owned
property at 2351 Faraday Avenue. Current trends
toward increased venture investment funding of
these emerging industries will provide a near-term
opportunity for the city to assess the relative success
of the proposed incubator program and evaluate
Carlsbad’s competitive strength in supporting
new green/clean technology startups and attract-
ing established companies to the city. The city
should also consider whether commercial retail and
services should be incorporated in future employ-
ment centers to facilitate walkable environments
that entrepreneurs and their employees may seek.
The city should also consider a broader inventory of
vacant or under-utilized privately-owned properties
to support its economic development objectives.

Retail

The city’s retail strength is evident in its high
capture of taxable sales in the sub-regional market
across major retail categories. Development of the
proposed Lowe’s home improvement store will
address a major leakage category and ensure that the
city will capture a much higher share of the market
area’s future sales in home building and related
goods. As the city considers forecasted demand
for future retail space, it should examine other
leakage categories such as auto parts/accessories/
tires, home furnishings and appliances and grocery
stores. Addressing leakage in these areas today will
ensure the city will capture a greater share of taxable
sales in the market area in the future as the region’s
customer base grows.
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The greatest retail opportunities in the near-term
involve Carlsbad’s existing regional assets, par-
ticularly Plaza Camino Real and Car Country
Carlsbad. To prevent further obsolescence of these
prime properties, the EC3 and the city will need to
consider changes in consumer preferences, particu-
larlyin a community with a population that is aging,
becoming more affluent and increasingly using the
Internet for shopping. Carlsbad’s current and future
tapestry segments are seeking upscale shopping and
dining experiences in a walkable environment that
provides community gathering spaces and oppor-
tunities for connectivity. Reconfiguration of Plaza
Camino Real should prioritize these trends and
focus on creating a lifestyle center that functions
like a “downtown district,” offering a combination
of retail, restaurant, entertainment and grocery
options, and possibly incorporating residential uses
within the center. Car Country Carlsbad will also
need to consider consumers’ increasing use of the
Internet for auto purchases and the need to improve
the auto park’s appearance, traffic flow and connec-
tivity with surrounding uses.

In addition to regional assets, Carlsbad Village and
the Barrio present ongoing opportunities to provide
residents pedestrian-oriented retail and shopping.
As household incomes continue to increase, config-
uration of retail spaces should support upper scale
shops.

Hotel

While future hotel demand is challenging to
forecast, there is already current activity to expand
the city’s inventory of upper priced hotels and
resorts. With 1,042 new hotel and timeshare rooms
currently in the pipeline in the City of Carlsbad,
Carlsbad’s continued capture of future hotel
demand in the local submarket and regional market
is likely, including opportunities for new resort
hotels. Given the city’s limited land supply for these
land-intensive uses, the city should ensure it can
provide land for future hotel sites, if future demand
arises. Supporting existing hotels/resorts through
land use and economic development policies that
promote year-round tourism and visitation to the
city should also be a policy focus.
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Redevelopment

Given the recent expiration (July 2010) of the
Carlsbad Village Redevelopment Project Area and
the limited geographic boundaries of the South
Coastal Carlsbad Redevelopment Project Area, the
city will need to consider how revitalization or reha-
bilitation of existing uses and infrastructure will
occur without the Redevelopment Agency’s powers
and tools. This will be an important consider-
ation as the demand for higher density multifamily
housing increases in the near-term in older, estab-
lished neighborhoods like Carlsbad Village and
the Barrio. The fiscal impact analysis that will be
prepared for the General Plan update will need to
examine the city’s existing and potential financing
tools to fund the new and upgraded public facilities
and infrastructure needed to support future growth
and redevelopment of the city.

7.2 Planning Issues and
Implications

Based on the trends presented in this working
paper, key questions for the EC* and city to consider
for community’s core value of “The Local Economy,
Business Diversity, and Tourism” are:

1. How should the city program the decreasing
supply of vacant, developable land and spur
redevelopment of existing underutilized land
to: (1) Facilitate future growth of existing job
clusters; (2) Promote tax-generating uses within
those clusters; and (3) Support the creation of
new job clusters in emerging industries (e.g.,
green/clean technology)?

SANDAG projects more than 21,000 new jobs
will be created in Carlsbad over the next 30
years through 2040. The distribution of these
jobs between manufacturing/light indus-
trial and research and development/business
park/office uses will be a critical factor in pro-
gramming the city’s remaining 454 acres of
developable employment land to capture future
job growth in key industries and trade clusters.
While the 454 acres of accounts for redevel-
opment/infill development, the conversion of
existing buildings to support new employment

uses should be considered as a means for
meeting future demand for building space.
Existingjob clusters and projected demographic
trends indicate that a large amount of new
Carlsbad jobs will be higher wage jobs. Carls-
bad’s proximity to major research-oriented
academic institutions (e.g., UCSD) provides
highlyeducated and trained workforce members
to fill those jobs. It also provides important
opportunities for the city and local and regional
business leaders to partner with those insti-
tutions to educate and train future business
leaders in emerging industries (e.g., green/clean
technology) that can result in the creation and
expansion of new job clusters. Office, research
and development, and light industrial land
uses should also be distributed and located to
support already-expanding job clusters..

What General Plan goals, objectives, and poli-
cies could the city adopt to provide incentives
that attract businesses that expand key job clus-
ters and establish new and emerging clusters?

Given the nexus between educational insti-
tutions in the region and Carlsbad’s scientific
research and development job cluster, the city
should consider General Plan goals, objectives
and policies to create more formal relationships
between the city, nearby universities and local
research and development companies, and
explore opportunities to program land uses for
joint research facilities that benefit all parties,
promote the local and regional economy, and
provide a platform for the emergence of new
technologies and job clusters.

How can the city plan for and leverage its own
real property assets to achieve the Carlsbad
Community Vision?

Given the limited supply of developable land
in Carlsbad, the city may have the ability to
leverage its own real property assets to attract
new capital investment, expand business oper-
ations of growing employers, and/or explore
partnership opportunities with nearby univer-
sities and research and development companies.
If such opportunities exist, appropriate land use
designations for those asset properties should
be considered.
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4.

60

As the city nears buildout under the Growth
Management Plan and the age of existing
housing stock in older neighborhoods reaches
the end of its life cycle, what types and densi-
ties of residential uses should replace existing
stock, and what are the opportunities to provide
workforce housing for the growing hospitality
job cluster and tourism industry through infill
development and multifamily rehabilitation?

To support Carlsbad’s growing hospitality job
cluster and tourism industry, consideration
should be given to General Plan goals, policies
and land use designations that seek to ensure
a sufficient local workforce exists. As regional
planning efforts to reduce vehicle miles traveled
increase under SB 375, the city will need to
consider the interconnectivity of local and
regional public transportation systems (e.g.,
bus, Sprinter, Coaster) to promote the mobility
of its local work force. The General Plan
update should also consider infill development
opportunities in established neighborhoods,
particularly in the northwest quadrant that
may be appropriate for increased densities and
multifamily workforce housing that is located
near public transit and community amenities
and services.

What opportunities exist in the near-term
for the city to capture forecasted demand for
retail space within the city’s current leakage
categories?

The demand projections for future retail space
combined with the city’s leakage data provide
guidance for capturing existing and future
demand for retail goods and services within the
city. Capturing a greater share of local demand
in the near-term within leakage categories
will strengthen the city’s position and ability
to capture a greater share of the sub-regional
demand for retail space and taxable sales in
those categories in the future.

What innovative land use designations and pol-
icies would promote reconfiguration of existing
regional retail assets to adapt to emerging con-
sumer trends and shopping preferences?
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Plaza Camino Real and Car Country Carlsbad
present the greatest near-term opportunities to
expand upon Carlsbad’s already-strong retail
base. The General Plan update should consider
today’s buyer profile and seek to establish
land use policies that promote walkable envi-
ronments, opportunities for community
connectivity and a diversity of businesses. In
addition to land use scenarios that promote
reconfiguration of these older assets, the city
will need to continue to consider policies and
tools that will help incentivize investment into
these properties.

How can the city continue to build upon
its defining attributes and work with key
stakeholders (e.g., resorts, golf courses/manu-
facturers) to increase year-round tourism?

Transient occupancy taxes generate a signifi-
cant share of the city’s general fund revenues.
Additionally, visitors to the city also support
restaurants and stores, further contributing
to the city’s economic vitality. A number of
projects that will add to the city’s inventory of
hotel rooms are currently in the pipeline, and
will proceed when the economy turns around,
indicating the continued long-term attraction
of Carlsbad to visitors.

As described previously, supporting existing
hotels/resorts through land uses and economic
development policies that promote year-round
tourism could provide future opportunities to
expand those uses to support larger events. A
targeted tourism enhancement strategy should:
(1) seek to develop currently untapped or under-
utilized amenities, such as the recreational/
tourism potential of the lagoons; (2) promote
linkages between the city’s attractions to extend
visitor stay; (3) cultivate new niches, such as eco-
tourism; and (4) provide additional amenities
in the beach areas such as restrooms, showers,
food services, and hotel shuttle drop-oft/
pick-up areas, as recommended by one of the
resort operators during the Envision Carlsbad
Phase 1 stakeholder interviews.



