Crackpot Realism — Reverse engineering up-zoning solutions
to the housing crisis through LA’s draft Housing Element.

By Dick Platkin*
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CRACKPOT REALISM EVERYWHERE

One of the most famous mid-20™ century public intellectuals, sociologist Wright Mills,
coined the term, Crackpot Realism. He applied it to the serious people (e.g., McGeorge
Bundy, Dick Cheney) who bide their time as CEQO’s or think tank intellectuals when not
employed as trusted government officials. Despite their shiny “Best and the Brightest”
exteriors, Mills considered them to be well educated fools. They brought us the Cold
War, and many subsequent conflicts, such as Vietnam and Afghanistan, that killed
millions in foreign wars, while making fortunes for those who stayed behind, comfortably
running U.S. military industries and political institutions.




The same Crackpot Realism is on full display in Chapter Four of the City of LA’s draft
Housing Element for 2021-29. It is based on a housing model developed by the Terner
Center, a UC Berkeley institute funded by private sector donors. The same technocratic
sheen is employed, with the same technical Crackpot Realism applied to the housing
market. Like their Cold War cousins, their policies allow a small group to do well, while
millions endure rent-gouging, evictions, dislocation, overcrowding, and homelessness.

What is going on? The draft Housing Element represents a contorted response to three
contradictory realities.

First, LA is vastly over-zoned. It has been 22 year since LA’s Department of City
Planning calculates the buildout of LA’s zoning ordinances. This analysis was part of
the 1996 General Plan Framework Element’s Environmental Impact Report. In 1996
LA’s population was 3.5 million people, and its zoning build out population was 7.2
million people (EEIR Chapter 7, Table T-1F, Summary of Alternatives by Community
Plan Area). Since then, Los Angeles adopted an Accessory Dwelling Unit (ADU)
ordinance and two Density Bonus ordinances. Together they lifted LA’s theoretical
zoning build out population to around 9,000,000 people, or more than double LA’s
current population of 3.9 million people.

Much of this zoning is on under-utilized commercial streets. Their zoning automatically
allows R3 and R4 apartments, all on transit corridors, with permitted densities of 70 to
100 units per acre. They could easily accommodate the Housing Element’s Very-Low
and Low-Income housing requirements, per SCAG’s RHNA allocation to Los Angeles.
The combination of existing zoning and new density bonus laws that encourage Low
and Very-Low income housing would allow most of the existing mostly one and two
story buildings to be replaced by three to six story residential buildings. These in-fill
buildings could consist of Low and Very-Low income apartments. In fact, the General
Plan Framework Element’s Chapter Two states:

“While [the Framework’s] housing capacity is more constrained than commercial
and industrial uses, the Plan's capacity for growth considerably exceeds any
realistic market requirements for the future. For example, there is sufficient
capacity for retail and office commercial uses for over 100 years even at
optimistic, pre-recession, market growth rates.”

Second, most of this available zoning is under-utilized because private sector
developers prefer to build in neighborhoods where their expensive apartment
buildings generate the highest profits. According to the LA Development Map, these
hot spots are DTLA, Westlake, Koreatown, Hollywood, Miracle Mile, the Beverly Center-
Pacific Design Center corridor, Valley Village, and Warner Center. Furthermore, if the
zoning the developers need for their mega-projects is not immediately available, they
apply for zoning waivers, which City Hall grants in 90 percent of cases.

Third, the draft Housing Element tries to square the circle with a model from the
UC Berkeley-affiliated Terner Center. The model downplays most available zoning,
and it conveniently concludes that LA should up-zone in the same popular



neighborhoods where, understandably, private developers prefer to build their
expensive housing.

These are some of the methods that the Housing Element model uses to produce
exactly what real estate speculators want: up-zoning in neighborhoods that their
business models and bean counters target. If adopted by the City Council, the Housing

Element’s recommended changes would save the developers considerable time and
money. As a result, their Return on Investment (ROI) would soar.
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The Terner Center/s model is based on 13 variables. In combination they are
supposed to indicate the likelihood that any one of the 700,000 parcels in Los
Angeles that permit residential uses, would be developed at Lower-Income,
Moderate-Income, and Above-Moderate-Income levels within the Housing
Element’s nine year planning period.

Chapter 4 claims that all developable sites have sufficient water, sewer,
and dry utilities. | find this claim remarkable claim since LA’s infrastructure is
already at the breaking point. The city’s bumpy streets and sidewalks have
become an obstacle course, while broken water mains and electric grid blackouts
regularly occur. Furthermore, the Department of City Planning has still not
established the infrastructure monitoring unit that the adopted 1996 General Plan
Framework required. Likewise, the Planning Department has not prepared a
report on LA’s infrastructure and public services since 1999. This may explain
why the claim that all developable sites have sufficient infrastructure is
immediately contradicted by the next sentence, “The City’s infrastructure capacity
and availability are being analyzed in the environmental analysis prepared for
this update to the Housing Element.” When it comes to the housing crisis, the
draft Housing Element places cart before the horse.

Because most housing built in Los Angeles results from private
investment, and because investors choose to build the more profitable Above-
Moderate-Income housing, the model reveals a major shortfall (Table 4.17) of
130,000 Lower-Income units and 73,000 Moderate-Income units. Given these
findings, the obvious question ought be why the private sector produces so few
Lower-Income and Moderate-Income units. Could it possibly be the low profits
and low incomes of potential renters and buyers? The obvious policy response
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should then be strategies to meet these huge unmet housing needs with non-
market, publicly funded housing and by increasing wages among prospective
tenants. This makes far more sense than the draft Housing Element’s Program
121 of widescale up-zoning, based on belief that up-zoning somehow fills the low
income housing shortfall.

Furthermore, because zoning laws cannot stipulate the rents of constructed
apartments, there is no way that the City Hall could prevent developers of Above-
Moderate-Income housing from taking advantage of up-zoning, especially in
affluent neighborhoods, to build market and luxury projects. While a
comprehensive monitoring program could quickly detect this misuse of up-
zoning, this appears to be a missing component in the 2021-2029 Housing
Element.

To meet the shortfall in all housing categories, the Housing Element will
extensively rely on enhanced density bonus ordinances. They are renamed
Community Plan Implementation Ordinances, but still based on the legally
precarious Transit Oriented Community Guidelines. Assuming that these
ordinances would be adopted through the 17 Community Plan Updates now
underway, there will be considerable hurdles. First, the LA’'s Department of
Housing and Community Investment (HCID) does not physically inspect any TOC
housing projects to confirm that developer-pledged low-income units exist.
Second, the registry of these low income units is unreliable. In fact, the HCID
registry indicates that there are no available density bonus units in Los Angeles.
Third, HCID does not maintain a registry of vetted Extremely-Low-Income, Very-
Low-Income, and Low-Income tenants that landlords could refer to.

Until the Housing Element can overcome the political barriers and legal
challenges in adopting Community Plan Updates with attached up-zoning and
Community Plan Implementation Ordinances, it is not likely that Housing Element
would successfully address the forecast shortfall in Lower-Income and Moderate-
Income units.

Despite this exemplary exercise in Crackpot Realism, these are major problems with the
Terner Center model that LA City Planning is using for its Draft 2021-2029 Housing
Element:

1)

2)

Monitoring. The City of LA has no ongoing monitoring program to determine if
the model’s forecasts are correct and if any of its 13 variables should be
changed.

Limits of regression analysis. Regression analysis is based on extracting
causal connections from correlations. While regression lines can extend existing
statistical relationships into the future, they cannot anticipate and self-correct for
the unpredictable black swan historical events that often confound models. For
example, the General Plan Framework predicted a 2010 Los Angeles population



of 4.3 million. Yet, in 2021 LA’s population is only 3,900,000 people, and no one
knows if LA will eventually reach SCAG's prediction of 4.3 million people.

This is because of the weakness of regression models. They cannot readily
respond to Pandemics, recessions, depressions, wars, and unexpected mega-
storms. Parcel levels forecasts from the Terner Center’'s model cannot self-
correct for changes in government housing programs, new tax laws, fluctuations
in interest rates, future labor contracts, supply chain breakdowns, unexpected
consumer housing preferences, amended building codes, inflated transportation
costs, and sudden technological breakthroughs. This is why forecasts based on
trend analysis often fall short, and why they need to be continuously monitored to
properly work.

3) Inherent weakness of changing zoning laws. Up-zoning, including density
bonuses and tax breaks, cannot force investors and developers to build and
operate anything, especially lower-priced housing.

4) Planning out of sequence. Since up-zoning ordinances are not integrated into
the planning process, they often overlook important planning factors. Even
though the General Plan Framework’s Policy 3.3 stipulates that up-zoning should
be predicated on a demonstration of available infrastructure and public services,
up-zoning that side-steps this requirement jeopardizes LA'’s already precarious
infrastructure and public services.

City Hall’s arcane political processes will determine how much of the proposed Housing
Element becomes adopted policy. But, even if the Housing Element survives this
hurdle, it will not easily overcome the next barriers, that we live in complicated and
difficult to predict times.

* Dick Platkin is a former Los Angeles city planner who reports on local planning issues
for CityWatchLA. He serves on the board of United Neighborhoods for Los Angeles
(UN4LA) and co-chairs the new Greater Fairfax Residents Association. Previous
Planning Watch columns are available at the CityWatchLA archives. Please send
questions and corrections to rhplatkin@gmail.com .




