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EXECUTIVE SUMMARY
The Executive Summary of this report is provided in the form of answers to basic
questions regarding the purpose of the Downtown Strategic Plan and the conclusions
and recommendations of EPS’ analysis. The questions are provided below, followed by
brief answers based on the research and findings developed in this study. More detailed
information is provided in the body of the report.
1. What is the purpose of the Downtown Strategic Plan and how will it be used?
The Downtown Strategic Plan is intended to recommend economic development
strategies that will facilitate the goals of the Downtown Specific Plan by attracting
viable and desirable businesses to selected districts within the Specific Plan Area. To
this end, the report is structured to provide analysis regarding the type of
development likely to be feasible in Downtown Gilroy (Chapters I through VI). This
is followed by a discussion of potential policy and funding options designed to
stimulate and facilitate redevelopment (Chapters VII and VIII). The final chapter
(Chapter IX) makes specific implementation recommendations based on these
options. The City Council will review these options and approve and implement
selected recommendations at its discretion.
The Strategic Plan outlines broad categories of business that may succeed in
Downtown Gilroy. It is not intended to evaluate the feasibility of specific retail
tenants. The success of individual establishments will depend on a wide range of
factors such as management, market timing, and specific property attributes, which
would need to be evaluated as part of separate business plans. The content and
conclusions of the Strategic Plan may play a role in encouraging business owners,
residents, and local leaders to support Downtown revitalization. However, the
report is not a detailed marketing plan, nor is it in itself a promotional document.
2. What are the major opportunities and constraints affecting the redevelopment
of Downtown Gilroy?
Like many older downtown areas, Downtown Gilroy faces both obstacles and
opportunities for revitalization. Obstacles include competition from large, modern
retail centers located along highways and other major traffic corridors; negative
public perceptions; and patterns of existing property ownership that discourage the
redevelopment, improvement, and/or assemblage of Downtown properties.
Opportunities include Downtown Gilroy’s unique historic character and pedestrian
orientation; existing specialty retail and entertainment establishments; proximity to
desirable residential neighborhoods, planned future residential development, and
transit; and ongoing public investment in Downtown infrastructure.
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3. Do current economic and demographic trends in Gilroy suggest a favorable
outlook for the redevelopment of Downtown?
Current trends and projections indicate that population, income, and employment in
Gilroy have increased significantly in recent years and are expected to continue
growing, resulting in improved market conditions for high‐density residential
development, upscale retail establishments, and spillover demand for office space
from other areas of Gilroy. Growing employment, in particular, is likely to reduce
the need for out‐commuting from the City and increase the population of young
professionals, a primary market segment for higher density housing in a downtown
setting. While existing Downtown households have somewhat lower incomes than
the citywide median, a high percentage of young people, anecdotal evidence of
increasing home ownership, and the large number of projects already underway
suggest that current demographics in the area already support revitalization.
4. What is the market outlook for Downtown residential development?
Several factors suggest that a higher‐density residential product type (e.g.,
townhomes or condominiums) could be a successful component of Downtown
redevelopment. Projected population and employment growth indicate that Gilroy
may be evolving into an employment center that is likely to attract residents with
preferences for higher‐density living. Moreover, increasing home prices combined
with reduced land availability will continue to improve the economic attractiveness
of high‐density development. (The median home price in Gilroy is over $715,000,
compared to typical condominium prices of $450,000 to $500,000.) Downtown
Gilroy also offers unique amenities such as proximity to the highway and CalTrain,
historic setting, pedestrian access to shopping and entertainment, and the lively
atmosphere associated with a high‐density urban environment. Together, these
factors contribute to a positive market outlook for Downtown residential
development. This market outlook is reflected in the large number of residential
projects recently completed or in planning stages.
5. What is the market outlook for Downtown office development?
Given the competitive advantages of Gilroy’s more suburban office developments
(e.g., convenient parking, opportunities for build‐to‐suit, etc.), it is unlikely that
Downtown Gilroy will attract the Class A office development and major corporate
tenants that typically characterize a Central Business District. However, projected
employment growth in Gilroy will increase the demand for office space, creating
spill‐over demand for alternative locations such as Downtown. Future tenants are
likely to be small‐scale, local businesses seeking Downtown amenities, such as
family‐oriented health care practices, small engineering firms, law offices,
architecture firms, real estate and accounting offices, and other local‐serving
business services.
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6. How is Downtown retail currently performing relative to the City as a whole?
As would be expected given the presence of the Gilroy Premium Outlets and other
large “big box” retailers in Gilroy, the City has a healthy retail sector. The citywide
capture rate is approximately 360 percent, i.e., total taxable retail sales are equal to
360 percent of estimated taxable retail spending by Gilroy residents. This capture
rate is even higher in specific retail categories such as apparel, general merchandise,
and building materials, all of which exhibit capture rates of over 600 percent. By
comparison, the Downtown currently captures less than 50 percent of an estimated
$64 million in potential Downtown sales to Gilroy residents. This capture rate
suggests that Downtown retail is currently underperforming but has a large
consumer base on which to draw.
7. Where is Downtown Gilroy retail likely to draw customers from?
Ongoing Downtown residential development will support retail by generating foot
traffic and contributing to a lively local atmosphere, and by providing a core market
for local retail and services such as coffee shops and dry cleaners. However, even at
healthy spending levels, purchases by residents of areas immediately adjacent to
Downtown will not by themselves support a successful Downtown retail sector.
Existing and future Downtown retail businesses will therefore need to attract both
local residents and customers from outside a half‐mile “walking distance” radius,
drawing on other areas of Gilroy and the surrounding region. In contrast to local
residents, these types of visitors are unlikely to be attracted by convenience retail or
services that are available elsewhere. Rather, drawing shoppers from outside the
immediate area will depend on the successful development of a unique Downtown
atmosphere and retail experience.
8. What type of retail mix and individual tenant types are likely to succeed in the
Downtown?
As noted above, it is beyond the scope of this report to evaluate the feasibility of
specific retail tenants, as the success of individual establishments will depend on a
wide range of factors best evaluated as part of individual business plans. The report
does, however, examine the type of tenants that tend to locate in transitioning
downtowns in communities such as Gilroy (see Chapter V). Retail categories that
have been successful in spurring the revitalization of other maturing downtown
areas include:
•

Restaurants, especially those with outdoor dining, evening entertainment,
and restaurant/bar combinations (e.g., brewery restaurant)

•

Coffee shops and diners with unique themes (e.g., local history, local artists)

•

Specialty food stores (e.g., gourmet grocery stores, bakeries, and candy
shops)
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•

New and vintage clothing boutiques

•

Home décor and gift stores focused on regional products

•

Art galleries

•

Craft studios and cooking schools

•

Youth‐oriented businesses (e.g., cafés and restaurants with all‐ages evening
entertainment, sporting goods stores, toy and game stores)

In each of these categories, the majority of retail establishments in Downtown Gilroy
will be either independent locally owned businesses or members of small regional or
statewide chains. At this stage of development, Downtown Gilroy does not have the
established retail sector, demographics, traffic counts, and large building formats
that are generally required to attract major national chains.
While these potential retail categories may help the City or other Downtown groups
target recruitment and marketing efforts, EPS’ professional experience suggests that
the specific mix of uses in a downtown environment should not be over‐
programmed or pre‐programmed. First, the optimal mix of businesses will change
over time based on evolving market trends, local perceptions, and other factors.
Second, one of the key conclusions of the report is that to be successful, the
Downtown will need to differentiate itself from the more formulaic retail centers that
already exist in Gilroy. By definition, these less formulaic establishments often defy
simple categorization and tend to emerge organically based on local entrepreneurial
activity and community development.
9. How is the Cultural and Performing Arts Center expected to affect the
redevelopment of Downtown?
In general, it is expected that with an attractive mix of retail and food service
offerings, Downtown Gilroy will be extremely well‐positioned to capture a large
percentage of spending by people attending events at the planned Cultural Center.
It is not within the scope of this report to quantify the Center’s economic impact or
provide a full evaluation of the Cultural Arts Center program. EPS has used the
report prepared by John Sergio Fisher & Associates architectural consultants to
provide background information on the Cultural Center. However, EPS has not
independently evaluated that report’s conclusions; the attendance figures and other
assumptions used in the architectural consultant’s study do not appear in this
analysis.
10. What kinds of incentives and business recruitment efforts should be used to
attract desirable businesses to Downtown?
A concentration of attractive dining options could make Downtown Gilroy a local
and regional dining destination, helping to generate business for other types of
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retail. Therefore, at this stage in Downtown development, it is recommended that
the City focus its business recruitment efforts on restaurants and other food service.
The Gilroy Economic Development Corporation (EDC) should initiate a restaurant
recruitment program focused on identifying particular types of restaurants that may
be missing from Downtown Gilroy or the City as a whole, approaching local
restaurant operators regarding the possibility of opening these types of restaurants
in Downtown, and working with brokers to help match desirable tenants to available
space. Additional incentives offered by the City and EDC should include expedited
inspections and permitting, policies facilitating outdoor dining (discussed below),
and inclusion of food service and fine dining as a key theme in Downtown
marketing efforts. Efforts to recruit restaurants and other types of retail should be
coordinated with the completion of complementary public facilities such as the
Cultural and Performing Arts Center.
11. How should the City change zoning in order to encourage Downtown
development?
This report concludes that most of the City’s current Downtown zoning regulations
do not pose a major obstacle to redevelopment. Potentially undesirable land uses
such as card rooms and tattoo parlors are adequately regulated, while the existing
system of case‐by‐case approval for first‐floor offices and residences in the Historic
District appears to provide sufficient flexibility while still allowing the City to
control undesirable uses. In order to encourage outdoor dining opportunities, it is
recommended that the City’s Street Furniture Policy (Zoning Ordinance Section 44)
be amended to permit tables large enough to seat groups of six to eight people and,
if necessary, to allow outdoor dining at the periphery of planned public plazas or
paseos. The City may also consider publishing an illustrated guide to outdoor
dining configurations that are attractive and consistent with Downtown guidelines.
12. What types of public improvements should be undertaken to attract
businesses and visitors to Downtown?
The potential benefits of plazas, town squares, and other public spaces to creating a
sense of place and vitalizing downtowns are well documented. The City is already
engaged in various public improvement projects that will enhance Downtown’s
appeal to businesses and residents. Among these, special attention should be paid to
the creation of public spaces, which will provide aesthetic value and contribute to
the defined, unique identity that Downtown needs to compete with alternative retail
destinations. Specifically, it is recommended that the City begin preparation of the
Plazas Master Plans and the design phases of gateway element construction, as
outlined in the Downtown Specific Plan. This should occur as soon as possible,
resources permitting. If possible, construction of gateway features and/or plazas
should be coordinated to coincide with the completion of ongoing street
improvements or other Downtown infrastructure projects, in order to maximize
opportunities for marketing and media coverage of such projects.
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13. What funding sources are available to support public infrastructure projects in
Downtown Gilroy?
This report identifies a range of federal, state, and local funding sources that the City
may be able to draw on to support Downtown redevelopment efforts (see Chapter
VIII). The City should place special emphasis on pursuing state and federal funding
sources that have helped finance Downtown projects in the past, such as Community
Development Block Grants and Metropolitan Transportation Commission grant
funding. In addition, although additional analysis may be required to adequately
quantify the costs and benefits of the fee waiver program, several factors suggest
that an across‐the‐board fee waiver for Downtown projects may not longer be
appropriate. If the City elects to end the zero fee initiative as of December 2006,
consideration should be given to prioritizing the fee revenues to fund Downtown
projects. For example, the City should consider the possibility of earmarking some
portion of Downtown public facilities fees for gateway monuments or the planned
public plazas.
14. What can be done to better market Downtown Gilroy?
Community input gathered during the Specific Plan process and the preparation of
this report indicates that many residents and visitors do not think of Downtown
Gilroy as a shopping or dining destination. Public perceptions regarding safety,
access, and the appeal of area businesses have contributed to decreased foot traffic
and retail sales in Downtown.
Public infrastructure projects such as the ongoing street improvements will address
some of these image concerns by enhancing pedestrian access and street lighting.
However, additional marketing and outreach efforts will be necessary to increase
public awareness of recent improvements and develop Downtown’s identity as a
retail destination and residential area. Working with Downtown stakeholders, the
City should convene a group of interested parties to gather input regarding possible
marketing themes and approaches. This should be done immediately so that any
themes identified can be integrated into existing Downtown events and marketing
programs. Potential marketing themes identified in this report include:
•

Garlic production and agricultural heritage

•

Gourmet shopping and dining

•

Historic architecture

•

“Main Street” atmosphere

•

Latino culture (comparable to Los Angeles’ Olvera Street or Oakland’s
Fruitvale District)

•

Cultural arts
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The City should also consider providing seed money to hire a marketing specialist to
design an overall marketing strategy. Funding for ongoing implementation of this
strategy could come from the Downtown Business Association or a future Business
Improvement District (BID). The latter is typically initiated by local businesses;
however, the City can encourage this process by assigning staff to ensure that the
business community is aware of the potential benefits and the steps involved in
formation of a BID.
15. What opportunities exist for public‐private redevelopment partnerships and
what steps should the City take to encourage such partnerships?
Several Downtown buildings and areas have been preliminarily identified as
opportunity sites based on their location, ownership, historic significance, or
proximity to Downtown landmarks. These sites have the potential to catalyze
development in surrounding areas and include buildings adjacent to key
intersections and buildings adjacent to existing and future Downtown landmarks,
e.g., Old City Hall, the CalTrain station, and the Cultural and Performing Arts
Center. The City should facilitate the redevelopment of these areas by assigning
staff to identify potential opportunity sites, initiate contact with property owners,
and arrange meetings with owners to discuss potential building renovation and
uses. Development incentives and support should be offered to potential private
partners, including but not limited to expedited planning review, low‐interest loans,
and assistance applying for state and federal funding.
16. What measures should be adopted by the City Council in order to implement
the recommendations of the Downtown Strategic Plan?
Initial steps should be taken toward eventual City Council adoption of the following
measures:
1) Expedite initiation of Plazas Master Plan and gateway elements design as
outlined in the Downtown Specific Plan
2) Update outdoor dining zoning regulations to allow for larger tables and
permit outdoor dining at the periphery of public spaces
3) Provide seed funding for the development of a Downtown branding strategy
by a professional marketing specialist
4) Establish business recruitment and development incentives such as expedited
processing and inspections, in‐house plan review, and low‐interest loans
5) In the event that the fee waiver is ended, designate Downtown development
fees for public infrastructure improvements in Downtown
6) Continue implementing ongoing regulatory programs and policies pertinent
to Downtown, e.g., the Unreinforced Masonry Mandatory Retrofit Assistance
program and the Downtown Parking Management Plan; publicize these
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initiatives to draw attention to Downtown’s improving market conditions
and growing appeal as a residential and commercial area
Additional detail and subsequent recommended steps are further discussed in the
final chapter of this report.
17. What Strategic Plan recommendations can be implemented independent of
City Council approval?
Some recommended first steps can be initiated without City Council approval and
should be pursued by the City and other relevant groups as soon as possible based
on staff availability. These include the following:
1) Develop press releases, create marketing/website content, and plan events to
celebrate the completion of infrastructure improvements along Monterey
Street; continue using these strategies to highlight ongoing public investment
in Downtown
2) Assign City/Economic Development Commission (EDC) staff to identify
potential opportunity sites and initiate contact with owners
3) Assign EDC staff to develop restaurant recruitment program, including
identifying types of restaurants that may be missing from Gilroy and
approaching local restaurant operators about the possibility of opening these
types of restaurants Downtown
4) Convene advisory group to discuss marketing strategies/themes and develop
ways to incorporate these themes into existing Downtown events and
marketing materials; coordinate marketing efforts with business recruitment
program by highlighting dining and gourmet shopping opportunities
5) Work with the Downtown Business Association and other relevant groups to
ensure that the business community is aware of the potential benefits of a
Business Improvement District (BID) and has the necessary resources and
information to initiate the BID process
Additional detail and subsequent recommended steps are further discussed in the final
chapter of this report.
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I.

INTRODUCTION

Economic & Planning Systems, Inc. (EPS), in conjunction with Moore Iacofono Goltsman
(MIG), has been retained by the City of Gilroy to prepare an economic feasibility study
and strategic plan for Downtown Gilroy. The City wishes to craft economic
development strategies that will facilitate the goals of the Downtown Specific Plan by
attracting viable and desirable businesses to selected districts within the Specific Plan
Area. To assist in this effort this report includes the following key tasks:
1.

Analysis and findings regarding the type of development likely to be feasible in
the Project Area,

2.

Analysis of potential policies and measures that could help the City further its
economic development goals, and

3.

Recommendations on initial implementation action steps to be taken by the City.

BACKGROUND AND CONTEXT
The Downtown Gilroy Specific Plan, adopted by the City Council in November 2005,
aims to create a unique, identifiable, pedestrian‐oriented Downtown that will be an
economically vibrant local and visitor destination. Toward that end, the Plan establishes
land use, zoning, and design regulations and recommendations for each of six Districts
within the Specific Plan area, which covers a total of 160 acres and extends from
Leavesley Road/Wellburn Avenue on the north to Luchessa Avenue on the south (see
Figure 1).
The Downtown Specific Plan process included community outreach to solicit input from
a variety of local community members and Downtown stakeholders. The vision that
emerged from this process emphasizes mixed‐use development, public spaces, and the
cultivation of specialty retail uses, as well as a desire to protect and support adjacent
existing neighborhoods and significant Downtown properties. While the Specific Plan
briefly addresses policy and economic conditions influencing the likelihood of private
development, it includes among its recommended measures the preparation of a more
in‐depth economic study to analyze and develop implementation strategies.
This report is designed to provide analysis and recommendations to facilitate ongoing
implementation of the Downtown Specific Plan. As described further herein, a number
of projects and processes are already underway that will help the City achieve its goals
for the Downtown as a whole. At the direction of City staff, the primary focus of this
analysis includes the Downtown Historic District, the Transition District, and the
Expansion District (hereafter, “Project Area”), as shown in Figure 1. However, because
Project Area development will inevitably affect and be affected by surrounding
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Figure 1. Downtown Overview and Strategy Diagram
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Downtown areas, the report discusses development activity in the rest of the Specific
Plan Area (e.g., Cannery, Gateway, and Civic/Cultural Arts Districts as shown in Figure
1) as well as Downtown as a whole. The significance of other sites and features
identified in Figure 1 will be discussed later in the report.
It is important to note that detailed economic and demographic data is generally not
available at the Project Area level of geography. Consequently, downtown
demographics are presented based in US Census Tract areas that most closely match the
Downtown as a whole. (In general, “Downtown” is used in this report to refer to
Downtown Gilroy as a whole, which includes the area bounded approximately by 10th
Street on the south, 1st Street on the north, Highway 101 on the east, and Princevale
Street on the west). In addition, many of the strategies and funding sources described
are applicable to the entire Downtown.

ORGANIZATION OF THE REPORT
Following this introduction and a summary of key findings, Chapter II describes the
regional and demographic context of Downtown Gilroy. Chapter III presents an
overview of current Downtown projects and outlines the challenges and opportunities
of development in the area. Chapters IV through VI provide market assessments for
residential, retail, and office uses in Downtown Gilroy. Chapter VII summarizes
potential tools for promoting economic revitalization, while Chapter VIII proposes a
recommended strategy and suggested timeline for implementation steps.
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II.

REGIONAL CONTEXT

This chapter provides an overview of the regional economic and demographic
conditions relevant to the development of Downtown Gilroy. It focuses on growth and
demographic trends in both the City of Gilroy and Santa Clara County.

REGIONAL OVERVIEW
The City of Gilroy is located at the intersection of U.S. Highway 101 and State Highway
152, in the high‐growth Southern Santa Clara County region. The City is approximately
30 miles south of San Jose, and many of Gilroy’s 48,527 residents commute to work in
Silicon Valley’s high‐tech industries.1
In addition to being located along one of California’s major north‐south highways,
Gilroy’s position at a key crossroads of the south Bay Area places it between the
employment centers of Silicon Valley and the fast‐growing residential areas of Hollister
to the south and Los Banos to the east. This heavily traveled location has contributed to
the success of the Gilroy Premium Outlets and other highway retail centers.
Agricultural production also continues to play an important role in Gilroy’s economy
and public image, with growing and processing representing major sources of
employment in the area.

GROWTH TRENDS
Population, employment, and income trends are key determinants in the type of
housing and retail demand in a particular area. For example, higher‐income households
typically demand more upscale homeownership opportunities (e.g., better views,
amenities, size), as well as more and different types of retail goods than lower‐income
households. Assuming average household incomes remain constant or improve over
time, a growing population base will generally result in increased housing and retail
demand.

POPULATION AND HOUSEHOLD TRENDS
Historic and projected population and household trends are shown in Table 1 using
Association of Bay Area Governments’ (ABAG) Projections 2000 and 2005 data for 1995‐
2020. 2 Despite the economic downturn of the early 2000s, Santa Clara County as
1 Population figure based on California Department of Finance 2006 estimate.
2 While ABAG projections of population, employment, and income cannot be verified with certainty, they
provide the best available data on anticipated future trends in those areas. All calculations of sales potential
and supportable development presented in this report are based on more conservative Census 2000
population estimates.
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Table 1
Gilroy Historical and Projected Demographic and Employment Trends
Downtown Gilroy Strategic Plan, EPS#16012

1995

2000

Year
2005

Population
Gilroy (1)
Santa Clara County

37,900
1,599,100

48,065
1,682,585

53,500
1,750,100

60,000
1,855,500

62,300
1,959,100

15,600
151,000

41%
9%

8,800
209,000

16%
12%

Households
Gilroy (1)
Santa Clara County

11,180
538,900

13,695
565,863

15,450
595,550

17,300
628,670

17,870
660,850

4,270
56,650

38%
11%

2,420
65,300

16%
11%

Jobs
Gilroy (1)
Santa Clara County

18,610
909,430

20,770
903,840

22,430
992,420

25,360
1,077,050

30,420
1,161,930

3,820
82,990

21%
9%

7,990
169,510

36%
17%

1.66
1.69

1.52
1.60

1.45
1.67

1.47
1.71

1.70
1.76

-0.21
-0.02

-13%
-1%

Mean Household Income (2006$)
Gilroy (1)
$81,078
Santa Clara County
$102,451

$96,092
$123,096

$84,285
$110,470

$92,818
$119,004

$104,508
$128,239

$3,207
$8,020

4%
8%

Category

13

Jobs/Housing Ratio
Gilroy (1)
Santa Clara County

2010

2015

Change, 1995-2005
#
%

Change, 2005-2015
#
%

0.25
0.09

$20,224
$17,769

17%
6%

24%
16%

(1) Gilroy City Sphere of Influence. According to CA Department of Finance, City population is 48,527 as of 2006.
Source: ABAG Projections 2000 & 2005 ; Bureau of Labor Statistics; Economic & Planning Systems, Inc.

Economic & Planning Systems, Inc. 10/12/2006
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a whole has continued to grow and is currently home to over 1.8 million residents.
Though Gilroy currently represents a relatively low percentage of the total County
population (with 48,500 residents, around 3 percent), it has shown dramatic population
growth in recent years, with the total population of Gilroy and its sphere of influence
increasing by an estimated 41 percent between 1995 and 2005.3 By comparison, Santa
Clara County grew by 9 percent during the same period.
Population and the number of households in Gilroy and Santa Clara County are
expected to continue to grow over the 2005‐2015 period, although Gilroy’s growth is
expected to occur at a slower growth rate than in the previous ten years. As shown in
Table 1, Gilroy and its sphere of influence are projected to add 2,400 new households
during the 2005‐2015 time period, at a growth rate of 16 percent. This is still slightly
above the 12 percent growth rate projected for Santa Clara County as a whole.
Given these demographic trends, Gilroy and its Downtown are well positioned to attract
additional housing and resident‐serving development. As population grows and
developable land becomes more scarce and/or expensive in the Bay Area, developers
and potential residents will continue to seek more in‐fill opportunities in areas such as
the Downtown.

EMPLOYMENT TRENDS
Employment growth trends are also a determinant in the type and pace of demand for
commercial space in Downtown Gilroy. As presented in Table 1, Santa Clara’s
employment base has increased by 83,000 jobs over the 1995‐2005 time period, or by
9 percent, approximately the same rate as population growth. In Gilroy and its sphere
of influence during the same period, job growth was 21 percent. While high for the
County, this job growth is significantly less than population growth between 1995 and
2005, reinforcing Gilroy’s role as a home for commuters to other parts of Silicon Valley.
Going forward, the employment and population trends described above are expected to
reverse themselves slightly. Specifically, job growth is actually expected to exceed
population growth in Santa Clara County between 2005 and 2015, with a 17 percent
increase in employment compared to a 12 percent increase in population over the 10
year period. Gilroy and its sphere of influence are expected to experience an even more
striking reversal, gaining about 8,000 more jobs by 2015, an increase of 36 percent,
compared to 8,800 new residents, an increase of 16 percent over the same period. As
shown in Table 2, the largest job increase (42 percent) is expected to be in Financial and
Professional Services. Employment increases are also projected in Health, Education,

3 According to the California Department of Finance, the current (2006) population of the City of Gilroy is
48,527, compared to ABAG’s 2005 estimate of 53,500 for the City and its sphere of influence combined.
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Table 2
Employment Growth in Gilroy by Industry
Downtown Gilroy Strategic Plan, EPS#16012

Number of Jobs
2005
2010

2000

Agriculture and Natural Resources
Manufacturing, Wholesale, and Transportation
Retail
Financial and Professional Services
Health, Educational, and Recreational Service
Other

1,310
4,060
3,940
2,130
6,450
2,880

1,480
3,970
4,130
2,180
7,600
3,070

1,380
4,520
4,710
2,530
8,690
3,530

1,450
5,480
5,630
3,090
10,450
4,320

-30
1,510
1,500
910
2,850
1,250

-2%
38%
36%
42%
38%
41%

20,770

22,430

25,360

30,420

7,990

36%

Total

2015

Change, 2005-2015
#
%

Industry

Sources: ABAG 2000 Projections, Economic & Planning Systems.
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and Recreation; Manufacturing, Transportation, and Wholesale; and Retail. Only
Agriculture and Natural Resources jobs are expected to decrease slightly in Gilroy over
the next ten years.
Gilroy currently has a jobs‐housing ratio of 1.45 local jobs per household, compared to
1.67 jobs per household countywide. Given the expected reversal of employment and
population growth rates, the jobs‐housing ratio in Gilroy will gradually increase from
1.45 to 1.70 by 2015. In other words, there will be more jobs per resident, reducing the
need for out‐commuting and providing additional day‐time population. Growing
employment is also likely to increase the population of young professionals, a primary
market segment for higher density housing in a downtown setting. Finally, employment
growth will increase demand for commercial space in the City which may eventually
spill over into the Downtown.

HOUSEHOLD INCOME TRENDS
As presented in Table 1, the mean (i.e., average) household income for the City of Gilroy
and its sphere of influence is $84,300 as of 2005, about 30 percent lower than that of the
County’s at $110,400. Although average income grew at relatively low rates over the
1995 to 2005 time period, it is expected to increase considerably between 2005 and 2015,
by 24 percent in Gilroy (to over $100,000) and 16 percent throughout Santa Clara County
(to over $125,000). This growth in household income will increase demand for more
upscale housing and retail shopping opportunities.
Overall, population, employment, and income trends in Gilroy are favorable for the
ongoing redevelopment of the Downtown. A growing population, increasing incomes,
and expanding local employment opportunities all combine to improve market
conditions for high density residential development and up‐scale retail opportunities.
Specific issues relating to residential, retail, and office uses are discussed in greater
depth in subsequent chapters.
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III.

DOWNTOWN AND PROJECT AREA OVERVIEW

This chapter summarizes the existing demographic and land use conditions in
Downtown Gilroy and the Project Area. It also describes the status of development
projects and outlines some of the key development challenges and opportunities that
characterize the area. An understanding of these obstacles and assets will be essential in
assessing the market for various land uses and determining which strategies will best
allow the City to achieve its economic development goals.

DOWNTOWN OVERVIEW
The Downtown core is located west of Highway 101 on
Monterey Street between Leavesly Road and Luchessa
Avenue, with its historic core centering on Monterey
between Seventh Street and Fifth Street. Prior to the
early 1980s, Highway 101 ran along Monterey Street
through Morgan Hill and Downtown Gilroy, drawing
local and regional residents to what was at the time a
major retail destination. The street’s growing traffic
problem, however, led to the construction of a 101
bypass that diverted through‐traffic from the area, at
around the same time that the construction of the City’s Old City Hall
outlet stores began to draw shoppers to the other side of (Source: Downtown Specific Plan)
the highway.
In recent years, the Downtown area has had difficulty competing with retail centers
elsewhere in the City, particularly those in the commercial corridors along First Street
and Highways 101 and 152. However, the residential neighborhoods in the Downtown
have benefited from the strong regional economic and demographic trends described in
the previous chapter.
A more detailed discussion of the household and demographic trends in the Downtown
area as a whole is provided below followed by a focused look at the Project Area in
particular. The downtown analysis is based on information from the 2000 US Census.
The majority of the Downtown area is located in Census Tract 5126.01, with a small
additional portion in Census Tract 5125.07 (see Figure 2).

DOWNTOWN HOUSING STOCK
EPS has collected demographic and housing data for Census Tract 5126.01 and Census
Tract 5125.07 (shown in Figure 1). Although the Census Tracts extend beyond the
boundaries of the Project Area and contain a much larger number of residential units,
the data is both indicative of and relevant to trends in the Project Area and Downtown
as a whole. Of particular note is the housing stock in Census Tract 5126.01 which
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Figure 2: Census 2000 Tracts 5125.07 and 5126.01
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Table 3
Housing Units by Year Structure Built
Downtown Gilroy Strategic Plan, EPS#16012

Year Built

Housing Units
Built 1980 to March 2000
Built 1960 to 1979
Built 1940 to 1959
Built 1939 or earlier

Percent of Total

Census Tract 5125.07
Amount
% of Total

1,046
1,336
112
21
2,515
21%

2005 Households (1)

42%
53%
4%
1%
100%

Census Tract 5126.01
Amount
% of Total

440
920
329
382
2,071
17%

21%
44%
16%
18%
100%

City of Gilroy
Amount
% of Total

5,320
4,712
1,414
721
12,167

44%
39%
12%
6%
100%

100%
14,328

19
(1) DOF 2006.
Source: Census 2000; Economic & Planning Systems, Inc.

Economic & Planning Systems, Inc. 10/12/2006
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incorporates most of the Downtown area. As shown in Table 3, nearly 20 percent of the
housing units in the Tract date from 1939 or earlier, a much higher rate than the City as a
whole. In other words, the Downtown contains a very high proportion of the City’s
older, and in some cases historic, homes.

HOUSEHOLD COMPOSITION IN DOWNTOWN
Census 2000 household demographic data for Downtown Gilroy are presented in
Table 4.4 As shown, Downtown’s household composition is similar to that of Gilroy as
a whole, with a breakdown of about 80 percent family households versus 20 percent
nonfamily households. However, household size in Census Tract 5126.01 tends to be
somewhat high relative to the rest of the City: 56 percent of households have four or
more persons, compared to 43 percent throughout the City.
Table 5 presents data on Gilroy’s population by race, Hispanic or Latino origin, and age
breakdown. As shown, Hispanic and Latino residents make up 54 percent of the
population Citywide, an increase of over 50 percent since 1990. This proportion is
significantly higher in Census Tract 5216.01, at 84 percent of the population as of 2000.
As detailed in Table 5, people age 19 and under make up the single largest population
group in Gilroy, at 35 percent of the total population. However, parent‐age adults (age
35 to 54), who make up 29 percent of the population, experienced the fastest growth
between 1990 and 2000 (52 percent). In contrast, both Downtown Census Tracts have a
higher percentage of young people, relative to the City as a whole; in Census Tract
5126.01, 40 percent of the population is under 20, and an additional 27 percent is
between 20 and 34 (compared to 35 percent and 23 percent, respectively, in the City
overall).
The fastest growing age cohort in the Downtown Census Tracts between 1990 and 2000
was age 35 to 54. In combination with Downtown’s large proportion of children, this
growth points to an increase in the number of family households in the area. At the
same time, Downtown’s relatively high percentage of young adults, ages 20 to 34,
indicates that Downtown Gilroy—like many downtown areas—has a somewhat
younger demographic than more suburban areas of the City.

4 California DOF estimates indicate that Gilroy’s citywide population has increased by approximately 7,000
(to 48,527) since 2000. However, Census 2000 offers the most recent demographic data at the city and
Census tract level and is used here to provide an overview of household composition in recent years.

20

P:\16000s\16012gilroy\Report\16012DraftRpt6.doc

Table 4
Trends in Household Type, Size, Tenure, Ethnicity, and Age Breakdown, 1990 - 2000
Downtown Gilroy Strategic Plan, EPS#16012

Census Tract 5125.07 (1)
1990
Households
Amt.

%
Total

2000
Amt.

Household Composition
Family
Non-Family

n/a
n/a

n/a
n/a

2,021
397

Total Households

n/a

n/a

Household Size
1-3 persons
4 + persons

n/a
n/a

Total Households

Census Tract 5126.01
1990

%
Total

84%
16%

Amt.

Amt.

%
Total

1990-2000
%
Amt. Change

1990
Amt.

2000
%
Total

21

81%
19%

1,626
398

80%
20%

76
33

5%
9%

7,598
1,914

80%
20%

2,418 100%

1,915 100%

2,024

100%

109

6%

9,512

100%

n/a
n/a

1,438
980

946
1,006

48%
52%

881
1,143

44%
56%

-65
137

-7%
14%

5,532
3,932

58%
42%

n/a

n/a

2,418 100%

1,952 100%

2,024

100%

72

4%

9,464

100%

Tenure
Owner-Occupied
Renter-Occupied

n/a
n/a

n/a
n/a

1,678
740

690
1,243

36%
64%

760
1,264

38%
62%

70
21

10%
2%

5,404
4,108

57%
43%

Total Households

n/a

n/a

2,418 100%

1,933 100%

2,024

100%

91

5%

9,512

100%

Median HH Income (2)

n/a

n/a

$8,181

19%

$67,804

59%
41%

69%
31%

$86,567

1,550
365

2000

%
Total

City of Gilroy

$42,493

$50,675

Amt.

9,682
2,212

%
Total

1990-2000
%
Amt. Change

81%
19%

2,084
298

27%
16%

11,894 100%

2,382

25%

57%
43%

1,194
1,236

22%
31%

11,894 100%

2,430

26%

61%
39%

1,879
503

35%
12%

11,894 100%

2,382

25%

$7,887

12%

6,726
5,168

7,283
4,611

$75,691

(1) Census Tract did not exist at time of 1990 Census.
(2) 2006 dollars.
Source: Census 1990; Census 2000; Economic & Planning Systems, Inc.

Economic & Planning Systems, Inc. 10/12/2006
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Trends in Population by Race and Age, 1990 - 2000
Downtown Gilroy Strategic Plan, EPS#16012

Census Tract 5125.07 (1)
1990
Households
Amt.

%
Total

2000
Amt.

22

Race
White
Black or African American
American Indian/ Alaska Native
Asian/ Pacific Islander
Some other race alone
Two or more races (2)

n/a
n/a
n/a
n/a
n/a
n/a

n/a
n/a
n/a
n/a
n/a
n/a

5,248
136
16
459
1,741
422

Total Population

n/a

n/a

Hispanic Origin (3)
Hispanic or Latino
Not Hispanic or Latino

n/a
n/a

Total Population

Census Tract 5126.01
1990

%
Total

1990-2000
%
Amt.
Change

1990
Amt.

2000
%
Total

Amt.

%
Total

1990-2000
%
Amt.
Change

3,792
25
111
186
3,852
807

43%
0%
1%
2%
44%
9%

-27
-37
101
35
281
--

-1%
-60%
1010%
23%
8%
--

21,688
296
143
1,264
8,096
n/a

69%
1%
0%
4%
26%
--

24,439 59%
752
2%
431
1%
1,923
5%
11,411 27%
2,631
6%

2,751
456
288
659
3,315
--

13%
154%
201%
52%
41%
--

8,022 100%

7,613 100%

8,773

100%

1,160

15%

31,487

100%

41,587 100%

10,100

32%

n/a
n/a

3,423
4,599

5,811
1,802

76%
24%

7,377
1,396

84%
16%

1,566
-406

27%
-23%

14,762
16,725

47%
53%

54%
46%

7,735
2,365

52%
14%

n/a

n/a

8,022 100%

7,613 100%

8,773

100%

1,160

15%

31,487

100%

41,587 100%

10,100

32%

Age Breakdown
19 and under
20 to 34
35 to 54
55 to 64
65 and over

n/a
n/a
n/a
n/a
n/a

n/a
n/a
n/a
n/a
n/a

2,684
1,746
2,489
537
566

2,999
2,101
1,422
388
703

39%
28%
19%
5%
9%

3,488
2,337
1,934
443
571

40%
27%
22%
5%
7%

489
236
512
55
-132

16%
11%
36%
14%
-19%

11,222
8,177
7,808
1,886
2,394

36%
26%
25%
6%
8%

14,692
9,653
11,874
2,559
2,809

35%
23%
29%
6%
7%

3,470
1,476
4,066
673
415

31%
18%
52%
36%
17%

Total Population

n/a

n/a

8,022 100%

7,613 100%

8,773

100%

1,160

15%

31,487

100%

41,587 100%

10,100

32%

2,279
893
642
127
53

57%
22%
16%
3%
1%

2,556
1,040
716
131
72

57%
23%
16%
3%
2%

277
147
74
4
19

12%
16%
12%
3%
36%

5,649
3,743
5,617
2,018
880

32%
21%
31%
11%
5%

30%
20%
31%
13%
6%

1,563
1,090
1,846
1,191
508

28%
29%
33%
59%
58%

3,994 100%

4,515

100%

521

13%

17,907

100%

24,105 100%

6,198

35%

Total Population Age 25+

n/a

n/a

43%
57%

33%
22%
31%
7%
7%

20%
19%
37%
18%
6%

4,952 100%

3,819
62
10
151
3,571
n/a

Amt.

%
Total

50%
1%
0%
2%
47%
--

Educational Attainment in Population Age 25 and Above
No high school diploma
n/a
n/a
1,015
High School Graduate
n/a
n/a
927
Some College/ Assoc.'s Degree
n/a
n/a
1,853
Bachelor's Degree
n/a
n/a
870
Graduate Degree
n/a
n/a
287

65%
2%
0%
6%
22%
5%

Amt.

2000

%
Total

City of Gilroy

22,497
19,090

7,212
4,833
7,463
3,209
1,388

(1) Census Tract did not exist at time of 1990 Census.
(2) Not a category in 1990 Census.
(3) Hispanic or Latino population falls within multiple race categories.
Source: Census 1990; Census 2000; Economic & Planning Systems, Inc.
Economic & Planning Systems, Inc. 10/12/2006
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HOUSEHOLD INCOME AND OWNERSHIP IN DOWNTOWN
As shown in Table 4, the median income in the primary Downtown Census Tract is
about one third lower than Gilroy’s median income ($51,000 versus $76,000, in 2006
dollars). The Census Tract also has a high proportion of renters, representing over
60 percent of households. This is significantly above the City’s overall proportion of
renters, which comprises under 40 percent of total households. While the proportion of
owners in the primary Downtown Census Tract increased between 1990 and 2000, it did
so at a somewhat lower rate than in the City as a whole. However, conversations with
local brokers and developers suggest that Downtown home ownership has shown more
significant increases in recent years.

PROJECT AREA LAND USES
Data on existing land uses in the Project
Area is summarized in Table 6 based on
information from the City of Gilroy and
other sources. As shown, the Project
Area as a whole has about 3.3 million
square feet of land (excluding public
right of way such as streets or
sidewalks), 6 percent of which is
currently undeveloped. This land
contains about 1.2 millions square feet of
buildings, which is equivalent to a
Project‐Area‐wide Floor‐Area‐Ratio
(FAR) of 0.35. Fully developed, high‐
density downtowns typically have FARs
in the range of 1.0 or higher; the Downtown Specific Plan allows maximum FARs
ranging from 1.5 to 2.5 in all of the Downtown Districts (with the exception of the
Gateway District, which has a maximum FAR of 0.75). If all vacant land in the Project
Area were developed to an FAR of 1.5, there would be capacity for an additional 274,000
square feet of building space.
Commercial buildings represent the predominant use in the Project Area with about
920,000 square feet or 80 percent of the developed space. The available data suggests
that approximately 27 percent of this space is currently unoccupied. However, an exact
estimate of building vacancy is difficult to determine given the frequency of tenant
turnover and the high incidence of second‐floor vacancies. Actual vacancy is estimated
to be as high as 30 percent, not including space that may be underutilized as storage or
marginal retail businesses. In a healthy market vacancy rates typically average below 10
percent.
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Table 6
Project Area Existing Conditions Summary
Gilroy Downtown Strategic Plan, EPS#16012

Item

Amount

Percent

182,703
3,090,537
3,273,240

6%
94%
100%

Land (Sq. Ft.)
Vacant Land (incl. parking lots)
Developed Land
Total Land (1)
Buildings, All Uses (Sq. Ft.)
Total Buildings
Project Area Average FAR (2)

1,146,822
35%

Commercial Space (Sq. Ft.)
Total (3)

252,211

Buildings By Use (Sq Ft)
Vacant Buildings Classified as Such
Buildings with No Identified Business
Office Uses
Retail/ Other Non-Residential Uses
Total (Sq Ft)

17,375
234,836
65,920
601,838
919,969

Average Non-Residential Building Size (Sq Ft)

3,321

Average Non-Residential Lot Size (Sq Ft)

8,996

2%
26%
7%
65%
100%

Residential Units
Expansion District
Single Family
Multi-family
Total

16
12
28

7%
5%
12%

Historic District
Single Family
Multi-family
Total

1
54
55

0%
22%
23%

56
103
159

23%
43%
66%

242

100%

Transition District
Single Family
Multi-family
Total
Total Residential Units

(1) Excludes public right-of-way.
(2) Floor area ratio, i.e., ratio of total building space to total land area, measures the density of
development in a given area.
(3) All vacant buildings appear to be non-residential.
Sources: City of Gilroy, InfoUSA, Economic & Planning Systems.
Economic & Planning Systems, Inc. 10/12/2006
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The average commercial building size is relatively small at roughly 3,300 square feet.
This suggests that major redevelopment projects may require assembling multiple
buildings. In addition, many Downtown buildings are unusually narrow and deep, an
antiquated retail format that can be difficult for current business to utilize efficiently.
The Project Area contains about 240 residential units. Two thirds of these units are
located in the largely residential Transition District. The remaining Project Area districts
have a low concentration of residential space: 23 percent of total units are located in the
Historic District, while just 12 percent are located in the Expansion District. Over half
of the units throughout the Project Area are multifamily; this includes the Historic
District’s 47‐unit Milias Apartments building, which accounts for the large majority of
Historic District residences.
Many of the residential and commercial buildings along Monterey Street and other parts
of Downtown have historical significance, and the City has given historic designation to
over 100 properties within the Project Area. A less positive characteristic associated
with older buildings is the use of unreinforced masonry (URM), in which there is no
steel reinforcement within a masonry wall. Downtown Gilroy has an estimated 30 URM
buildings, which can pose an economic challenge to development. Ongoing City efforts
and recommendations for encouraging the redevelopment of URM buildings are further
discussed in Chapter VII.

PLANNED DOWNTOWN DEVELOPMENT
The Downtown area has seen a significant increase in development activity and
applications in the past few years. Table 7 provides a list of current projects in the
Downtown Specific Plan area. As shown, 480 residential units and 117,000 square feet of
commercial space are recently completed, under construction, or in various stages of the
planning process. Of these, 12 residential units and over 30,000 square feet of
commercial space have already been completed or are currently under construction.
Permits have not been issued for the majority of the remaining issues and actual
development is still uncertain. Although most of the new development activity is
located in the Downtown Specific Plan area, there are a few other in‐fill projects in the
broader Downtown.
In addition to private development, various City projects are planned or underway in
the Downtown area. These include major street improvements along Monterey Street
and Railroad Avenue. In addition, a new cultural and performing arts center is planned
as the centerpiece of the Civic/Cultural Arts District. Based on preliminary conceptual
design plans, the center will include 12,700 interior square feet with space for either a
480‐seat proscenium theater or a 280‐seat theater in the round and a 200‐seat black box.
The facility will also feature a 6,000‐square foot outdoor garden. Completion of the
Cultural Center is anticipated in 2008‐09.
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Table 7
Downtown Gilroy Development Pipeline
Downtown Gilroy Strategic Plan, EPS#16012

Resid
Units

Location

Description

6991 Monterey St.

11,700 sq ft commercial
space and 3,600 sq ft food
mart/ gas station

7031 Monterey St.

6 detached SF units, 3
retail suites with 3 2ndstory apartments

7600 Monterey St.

7,000 sq ft 1st-floor retail
and 24 resid. units

Comm.
SF

Status

15,300

Active Request

Active Request

9

24

7,000

Active Request

7888 Monterey St.

Demolish and construct
mixed-use commercial/
residential bldg with 2 retail
suites and 7 condos

7

2 suites

Active Request

111 Lewis St.

45,000 sq ft office and 210
units (detached bungalow,
townhome, flat, lofts, and
live-work)

210

45,000

Active Request

7597 Monterey St.

Remodel existing bldg for
bank use

9,472

Approved

60 Fourth St.

3-story, 17,000 sq ft mixed
use building with retail,
restaurant, office, and
residential apts

10,000 plus 3
18 + office suites

Approved

7598 Monterey St.

3-story mixed use bldg with
7,000 sq ft 1st-floor retail
and 12 resid. units

12

Complete

200 W. Tenth St.

200+ residential
condominiums and
townhomes on Indian
Motorcycle Brownfield site

7463 Monterey St.

New 2-story office/ retail to
replace existing bldg

9,000

Under
Construction

7601 Monterey St.

Convert existing bank bldg
into 2-story real estate
office

11,876

Under
Construction

7660 Monterey St.

1 1/2-story retail bldg with
owner offices

2,664

Under
Construction

Total Residential Units
Total Commercial Sq. Ft.

Economic & Planning Systems, Inc. 10/12/2006

7,000

General Plan
amendment and
zone change
request to
change land use

200

480
117,312
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PROJECT AREA DEVELOPMENT CHALLENGES
In attempting to encourage Downtown revitalization, the City must deal with several of
the challenges typically facing older downtown areas, including competition, physical
layout, and existing ownership. Each of these is discussed in greater detail below.
Potential strategies for overcoming these obstacles are described in Chapter VII, with
specific recommendations based on these strategies discussed in Chapter IX.

COMPETITION FROM LARGE AND MODERN RETAIL CENTERS
The large, modern shopping centers located along
Highways 101 and 152, including “big box”
centers and the well‐known Premium Outlets,
enjoy good visibility, plenty of parking, and easy
freeway access that place Downtown Gilroy at a
competitive disadvantage with respect to
attracting large, national‐chain tenants. These
highway centers also capture a large proportion of
sales to both residents and visitors passing
through Gilroy. In addition, neighborhood retail
centers along 1st Street and elsewhere attract
Gilroy Premium Outlets
convenience shoppers from within Gilroy.
(Source: Source: www.bigmallrat.com)

IMAGE AND SHOPPING PATTERNS
Currently, many residents and visitors do not think of Downtown Gilroy as a shopping
or dining destination. Public perceptions regarding safety, access, and the appeal of area
businesses have contributed to decreased foot traffic and retail sales in Downtown.
These perceptions are reinforced by the lack of an attractive, continuous streetscape in
parts of the Project Area, which detracts from the atmosphere of Downtown and
may prevent existing and new retail/commercial tenants from flourishing. Among other
things, revitalizing the Downtown retail sector will require changing the existing
perceptions and shopping patterns of many Gilroy residents.

EXISTING PROPERTY OWNERSHIP AND USES
Patterns of existing property ownership may present a challenge to economic
development efforts. Many Downtown buildings provide a secure, low‐cost, and low‐
risk income stream to existing owners. This existing income stream can represent a
significant financial hurdle to alternative investment in redevelopment or
improvements. Owners of URM buildings may be especially unwilling to make the
substantial investment required to redevelop such buildings to seismic safety standards.
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In many cases, these ownership patterns result in underutilized parcels and undesirable
tenants. Downtown Gilroy currently lacks a sufficient number of “destination”
businesses to attract a large customer base to the area, while some existing tenants, such
as auto‐related businesses in certain areas, may be incompatible with desired land uses.
Downtown buildings also tend to be relatively small and narrow. Because of the large
number of Downtown property owners, assembling a parcel large enough for significant
residential or commercial development can require the cooperation of several players
with divergent interests, presenting an additional obstacle to Downtown development.

PROJECT AREA DEVELOPMENT OPPORTUNITIES
The downtown districts possess a variety of assets which can be used to leverage
economic revitalization efforts. The successful revitalization of Downtown will depend
in large part on the strategic expansion of these features, carving out a unique identity
that caters to local businesses and to the community at large. Specific opportunities and
assets are listed below; these assets are incorporated into the policy tools and
recommendations provided in Chapters VII and IX.

UNIQUE HISTORIC CHARACTER
Downtown Gilroy has rich historical resources including historic buildings reflecting a
variety of architectural styles. Historic buildings that serve as landmarks include the old
City Hall, the Strand Theatre, and the CalTrain Station. The unique historic character of
the Downtown makes it a desirable location for attracting people to the area, especially
households who prefer to live in a more urban, downtown setting. Further
improvements to and continued marketing of the historic assets in the Downtown will
improve its attractiveness for a wide range of uses.

PEDESTRIAN ORIENTATION
Unlike many of the existing retail centers in Gilroy, the scale and layout of the
Downtown make it well‐suited to pedestrian use. Ongoing streetscape improvements
will enhance Downtown’s pedestrian‐friendly character, increasing its appeal to
residents who wish to walk to shopping and transit, as well as to other residents and
visitors seeking a traditional pedestrian Downtown experience. In addition, the
proximity of mass transit provides opportunities for Transit‐Oriented Development
(TOD), another competitive advantage vis‐à‐vis other commercial districts in the City.
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SPECIALTY RETAIL STORES AND ENTERTAINMENT
Downtown Gilroy’s existing cluster of specialty retail stores contributes to its unique
appeal as a local and visitor shopping destination. Existing entertainment offerings,
such as live music and comedy events, have also proven popular. The area’s appeal will
be enhanced by ongoing efforts to provide additional cultural and entertainment
activities; for example, the planned Cultural Center is likely to become an important
Downtown destination. New businesses are also likely to be attracted by Downtown’s
increasing status as a retail destination. This is particularly true given that there are very
few areas of the City with available and affordable commercial space to accommodate
small businesses, making Downtown an appealing option for small business owners.

ADJACENT RESIDENTIAL NEIGHBORHOODS
Downtown Gilroy is adjacent to desirable residential neighborhoods, the residents of
which provide a ready market for local‐serving retail and services. Planned high‐
density residential development within Downtown will contribute to the strong
residential presence and provide additional support for retail.

PUBLIC INVESTMENT AND DEVELOPMENT MOMENTUM

Gilroy Streetscape Improvements
(Source: Economic & Planning Systems, Inc.)

With the streetscape project and planned
cultural center, the City has committed to
substantial investment in Downtown. This
active public involvement in the area’s
economic development represents a
significant asset that may help attract
private investment. Meanwhile, the results
of recent City policies such as the zero fee
initiative suggest that incentive programs
have demonstrated potential to attract
significant Downtown development.

As discussed above, a large number of new
Downtown residential and commercial projects have recently been completed or are in
planning/construction phases. Though it is not yet possible to fully evaluate their
performance, these projects suggest that City policies and market conditions are already
somewhat favorable to development in the area. Planned development of new
Downtown uses, particularly residential units, will also draw more people to the Project
Area to live and shop, creating a vibrant, “24‐hour” atmosphere and generating demand
for additional new retail and other businesses.
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IV.

RESIDENTIAL MARKET ASSESSMENT

This chapter describes the market conditions for residential development in Downtown
Gilroy. It is designed to assess the type and amount of housing that may be appropriate
for the Project Area.

MARKET OVERVIEW
CITYWIDE HOUSING TRENDS
As described in Chapter II, Gilroy has experienced significant population growth over
the past ten years. As home prices have increased in the inner core of the Bay Area and
Silicon Valley, households, especially family households, have sought home ownership
opportunities in traditionally more affordable markets such as Gilroy. However,
Gilroy’s population growth has been accompanied by a trend of steadily increasing
home prices (see Table 8 and Figures 3 through 5). Specifically, the median sales price
for both new homes and condominium re‐sales increased by nearly 70 percent between
2000 and 2005, reaching $778,500 and $420,000, respectively. Meanwhile, the median
price for detached home re‐sales increased by almost 75 percent, to $675,000, during the
same time period.
Housing market activity has also increased: the number of re‐sales of condominiums
and detached homes grew steadily since 2000 despite the economic downturn because of
the decline of technology sectors (i.e., the dot‐com bust). The number of new home sales
showed a more gradual overall increase over the past five years but has not yet reached
pre‐2000 levels. All housing categories experienced a small decrease in the number of
transactions between 2004 and 2005, though median sales prices continued to grow over
that period.
Table 9 summarizes tenure by number of units for Gilroy, based on Census 2000. As
shown, approximately 60 percent of the housing units in Gilroy are owner‐occupied,
while 40 percent are rented. The data also indicate that the City’s existing supply of
condominiums is relatively small. As of 2000, multifamily units made up around 27
percent of Gilroy’s housing units, but just 139 owner‐occupied units, or 2 percent of all
owner‐occupied units, were condominiums.
Nonetheless, the condominium market appears to be active and growing. While
developer interest in constructing new condominiums has been relatively recent, condo
resales have been healthy. As demonstrated in Table 8 and Figure 6, Gilroy averaged
between 50 and 60 condominium sales annually between 2000 and 2005 (with a dramatic
decrease in 2001), with prices increasing significantly during that period.
Approximately 70 condominium transactions were completed during 2005. Based on
more recent data shown in Table 10, sales completed during the first five months of 2006
continued the increasing price trend, with sales averaging around $450,000 by
transaction and $375 per square foot.
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Table 8
Gilroy Median Home Price and Sale Trends, 1995 - 2005
Downtown Gilroy Strategic Plan, EPS#16012

Year

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

New Homes
# Transactions
Median Price

77
237
399
337
142
385
163
239
235
286
225

$234,000
$238,500
$280,000
$321,500
$374,750
$461,500
$624,500
$536,500
$651,500
$721,750
$778,500

Detached Resale
# Transactions
Median Price

315
379
429
496
578
678
436
678
810
951
932

$206,000
$215,000
$234,000
$268,000
$292,000
$389,000
$412,250
$429,500
$450,000
$546,500
$675,000

Condo Resale
# Transactions
Median Price

25
46
46
70
60
51
37
53
56
73
69

$142,000
$140,000
$137,000
$166,000
$193,000
$248,500
$280,000
$300,000
$296,000
$345,000
$420,000

31
% Price Increase, 2000 - 2005

69%

74%

69%

Sources: DataQuick; Economic & Planning Systems.

Economic & Planning Systems, Inc. 10/12/2006
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Figure 3: Gilroy New Home Price and Sale Trends
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Figure 4: Gilroy Detached Resale Price and Sale Trends
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Figure 5: Gilroy Condominium Resale Price and Sale Trends
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Table 9
Tenure by Number of Units in Structure, 2000
Downtown Gilroy Strategic Plan, EPS#16012

Amount

% of Total
Tenure Category

% of Total,
All Units

6,791

98.0%

59%

86
19
34
139

1.2%
0.3%
0.5%
2.0%

1%
0%
0%
1%

6,930

100.0%

60%

Single Family (1)

1,536

33.8%

13%

Multi-family
2 - 4 Units
5 - 19 Units
20 or More Units
Total Multi-family

1,147
1,113
750
3,010

25.2%
24.5%
16.5%
66.2%

10%
10%
7%
26%

Total Renter Occupied

4,546

100.0%

40%

Category

Owner Occupied
Single Family (1)
Multi-family
2 - 4 Units
5 - 19 Units
20 or More Units
Total Multi-family
Total Owner Occupied
Renter Occupied

Total, All Units

11,476

100%

(1) Includes single family attached and detached.
Sources: Census 2000; Economic & Planning Systems, Inc.

Economic & Planning Systems, Inc. 10/12/2006

35

HP:\16000s\16012gilroy\Model\16012Model2

Table 10
Recent Condo Sales Activity in Gilroy
Downtown Gilroy Strategic Plan, EPS#16012
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Address

Status (5/2006)

Sq Ft

List Price

List Date

List Price/
Sq Ft

7719 Murray Ave.
1231 Juniper Dr.
7785 Ghirlanda Ct.
7767 Ghirlanda Ct.
771 Williamsburg Way
1271 Juniper Dr.
8550 Wren Ave.
8430 Delta Dr.
740 Williamsburg Way
985 Bosco Ln.
795 Williamsburg Way
8550 Wren Ave.
704 Gettysburg Way
745 Gettysburg Way
742 Gettysburg Way
7757 Ghirlanda Ct.
7761 Chestnut St.
762 Gettysburg Way
8550 Wren Ave.
8105 Kern Ave.
755 Gettysburg Way
1555 Hecker Pass Rd.
702 Gettysburg Way
8170 Westwood Dr.
8155 Westwood Dr.

Sold
Sold
Sold
Sold
Sold
Sold
Sold
Sold
Sold
Sold
Sold
Pending Show
Pending Show
Pending Release Clause
Pending Show
Active
Active
Active
Active
Active
Active
Active
Active
Active
Active

908
864
908
908
921
900
1,255
1,231
1,645
1,620
1,663
1,141
1,645
1,645
1,663
908
908
1,663
1,331
1,208
1,682
961
1,663
1,208
722

$343,000
$364,999
$367,763
$370,000
$375,000
$375,000
$454,000
$485,000
$495,000
$529,500
$544,950
$445,000
$505,000
$517,250
$550,000
$362,000
$378,000
$555,000
$515,000
$465,000
$529,999
$425,000
$549,999
$470,000
$339,950

1/10/2006
3/8/2006
2/13/2006
7/18/2005
12/20/2005
2/27/2006
4/7/2006
2/11/2006
2/17/2006
10/16/2005
3/20/2006
2/27/2006
3/21/2006
4/20/2006
1/24/2006
5/14/2006
5/10/2006
4/29/2006
4/29/2006
4/21/2006
4/21/2006
4/18/2006
4/14/2006
3/7/2006
2/23/2006

$378
$422
$405
$407
$407
$417
$362
$394
$301
$327
$328
$390
$307
$314
$331
$399
$416
$334
$387
$385
$315
$442
$331
$389
$471

1,247

$452,456

Average

$374

Close Date

Sale Price

Sale Price/
Sq Ft

3/17/2006
5/5/2006
5/8/2006
4/5/2006
3/7/2006
4/28/2006
5/9/2006
4/20/2006
5/15/2006
3/20/2006
4/21/2006
5/19/2006
5/12/2006
5/17/2006
5/30/2006

$350,000
$365,000
$360,000
$360,000
$353,000
$375,000
$475,000
$475,000
$495,000
$529,000
$544,950

$385
$422
$396
$396
$383
$417
$378
$386
$301
$327
$328

$375

Sale or Listing
Price/ Sq Ft

Assoc. Fee

10
38
31
230
50
24
13
34
22
116
6
65
21
16
90

$385
$422
$396
$396
$383
$417
$378
$386
$301
$327
$328
$390
$307
$314
$331
$399
$416
$334
$387
$385
$315
$442
$331
$389
$471

-$175
$179
$189
-$125
$240
$175
$225
$197
$225
$240
--$225
-$184
$225
$240
$225
$225
$290
$225
$225
$175

51

$373

$210

Days on Mkt.

Sources: Coldwell Banker, Economic & Planning Systems.

Economic & Planning Systems, Inc. 10/12/2006
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DOWNTOWN RESIDENTIAL SUPPLY
Existing residential development in Downtown Gilroy is concentrated in the
Transitional District, a largely residential neighborhood of older high‐density single
family and small multifamily buildings. Over 80 percent of the Historic District’s
residences are part of the Milias Apartments, single‐person studio apartments that are
generally occupied by commuters, senior citizens, newspaper reporters, and low‐income
individuals. The Expansion, Civic, Gateway, and Cannery Districts contain
approximately 30 residential units each.
As noted, a significant amount of residential development is currently in the Downtown
“pipeline,” with nearly 500 residential units built, approved, or proposed in Downtown
Gilroy, as shown in Table 7. (With the exception of 12 recently completed residential
units, actual development of these units cannot be predicted with certainty.) The vast
majority of these are being built as multifamily condominiums, with some townhomes.
Recently completed Downtown residential development are generally in line with
citywide average condominium prices, at between $350 and $450 per square foot for 1‐
and 2‐bedroom units, and are reported to be selling quickly (10 out of 12 units sold over
the course of 45 days on the market).

THE COMPACT RESIDENTIAL MARKET SEGMENT
Housing demand is largely driven by consumer
preference, which is strongly tied to the life‐stage of
households. In general, compact residential
development of the type most appropriate for
downtown settings attracts the following groups:
(1) young professionals and singles, (2) young
families looking to purchase their first home,
(3) empty nesters and new starts (e.g., divorcees),
and (4) seniors and low‐income households.
Although these market segments are based on a
variety of factors, age, household size, and income
are good indicators of their presence in the City. A
brief definition of these life stage groups is provided
below.
•

Young professionals and singles: Young professionals, living alone or with
housemates, as well as young couples, have filled many of the higher‐end
compact residential products in other cities in California. Given the higher
pricing associated with such products, these young persons are often
professionals with above average incomes for their age group. The appeal of
these unit types is often the urban amenities that are close to many successful
development projects (including eating, drinking, and entertainment options, as

37

P:\16000s\16012gilroy\Report\16012DraftRpt6.doc

Draft Report
Downtown Gilroy Strategic Plan
November 3, 2006

discussed in the Retail Market Analysis section of this report) and short commute
time associated with the proximity to work, often via walking or direct transit
links. As noted earlier, this market segment is already present in Downtown
Gilroy at levels above the City average. Projected employment growth in Gilroy
may draw additional residents from this demographic.
•

Young, first‐home buyers: Young families looking to purchase their first home
often look for smaller and/or more compact residential development, primarily
because of affordability and family size. These families are often looking to
purchase a smaller home as a way to get into the market with the intention of
trading up to a larger home as the family grows. The biggest appeal of compact
residential development for this group, however, is affordability.

•

Empty nesters /new starters: Empty nesters generally refer to parents whose
children have left home. No longer needing the additional bedrooms and space,
these couples will often move to a higher‐priced, higher density product in safe
walkable neighborhoods that offer easy access to cultural, entertainment, and
eating and drinking amenities. New starters refer to individuals undergoing a
major change in lifestyle as a result of a significant event such as a divorce or
career change. They often seek high‐density housing because of both
affordability and lifestyle factors.

•

Seniors and low‐income households: Seniors often seek a safe and walkable
community in a more quiet part of the town and prefer to live among similar age
groups. Access to public transit is also a plus. Some senior projects also provide
special amenities such as a 24‐hour doorman, additional on‐site staff to assist
with daily needs, and even health care professionals. Affordable compact
housing developments also attract households in lower income groups. Low
rental rates are generally the most important determinant in attracting these
households.

Over the past twenty years, many cities have tried to reinvigorate their downtowns by
inviting residential development. These types of developments are typically higher
density multifamily products and range from new construction to adaptive reuse in
historic buildings and are rental or for‐sale. A report by Eugenie L. Birch for The
Brookings Institution (the “Brookings Institution Report”) titled “Who Lives
Downtown” analyzed the populations, households, and income trends of 44 selected
downtowns from 1970 to 2000. According to the report, certain segments of the
population, such as smaller households of single people, unrelated individuals living
together, and childless couples, are increasingly recognizing the amenities many
downtowns offer and see downtown living as an alternative to the suburbs. 5

5 From “Who Lives Downtown,” The Brookings Institution, Living Cities Census Series, November 2005.
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Many downtowns offer a large number of assets that support residential uses, including
architecturally interesting buildings, waterfront property, a rich cultural heritage,
bustling entertainment sectors, and proximity to jobs. The Brookings Institution Report
concluded that during the thirty‐year period between 1970 and 2000, downtowns had a
higher percentage of both young adults and college educated residents than the nation’s
cities and suburbs and downtown homeownership rates more than doubled during this
period, reaching 22 percent in 2000.
With a relatively high percentage of young adults aged 20 to 34 (see Table 5), as well as
good transit access and historic atmosphere, Downtown Gilroy is well‐positioned to take
advantage of these recent trends. Ongoing development of high‐density residential
product is likely to significantly increase the presence of the demographic groups
described above (i.e., young, college‐educated). Factors affecting the potential for
Downtown residential development are further discussed below.

DEVELOPMENT IMPLICATIONS FOR DOWNTOWN
Several factors suggest that a higher‐density residential product type (e.g., townhomes
or condominiums) could be a successful component of Downtown redevelopment.
These factors are described below.
•

Favorable Demographic Trends: In addition to continued population growth,
the City of Gilroy is also projected to experience significant employment growth
over the next 10 years. Moreover, the rate of employment growth is expected to
outpace population growth, reversing historic trends. This suggests that Gilroy
may be evolving into an employment center that is likely to attract a higher
proportion of young, single professionals. This market segment tends to exhibit
greater preferences for high‐density living relative to more traditional commuter
demographics. A continuing increase in the proportion of homeowners to
renters, as discussed in Chapter II, suggests improving market conditions for
condominiums and townhomes.

•

Escalating Home Prices and Limited Land Supply: Mirroring a trend
throughout the Bay Area in general and Silicon Valley in particular, average
home prices have experienced rapid escalation in Gilroy over the last five years.
This is in part a function of the relationship between market demand and supply
and the diminishing amount of readily available tracts of land for large‐scale
residential development. As in other Silicon Valley communities, increasing
home prices combined with reduced land availability will continue to improve
the economic attractiveness of higher density development. As of May 2006, the
median home price in Gilroy was over $715,000, making condominium units in
the $450,000 to $500,000 range comparatively affordable. Local brokers expect
that there will be demand for condominium units in Downtown and elsewhere
in the City given the significant price differential with single‐family homes.
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•

Convenient Location: Downtown Gilroy is conveniently located less than a mile
from Highway 101, with relatively easy access to the highway via East 10th Street.
In addition, the CalTrain Station is in the heart of Downtown within walking
distance of planned residential development, offering transit access to other parts
of Silicon Valley and the Bay Area. Projected increases in Gilroy’s CalTrain
ridership (further discussed in Chapter V) will contribute to the market for
transit‐oriented residential projects.

•

Desirable Downtown Character and Amenities: Downtown Gilroy offers a
historic setting, pedestrian access to shopping and entertainment, and the lively
atmosphere provided by a high‐density urban environment. These amenities are
likely to appeal to the demographic groups typically identified as condominium
buyers, such as young professionals (often first‐time homebuyers) and older
“empty‐nesters” downgrading from larger homes. The urban character of
Downtown is expected to be further enhanced by the increased density
associated with several new residential projects as well as streetscape
improvements.

Based on these factors, there is a range of
housing types that may be successful in
Downtown, including condominiums,
townhomes, mixed‐use units, and lofts. A
higher‐density townhome or condominium
project has the potential to create a greater
concentration of people to support
additional retail in the Downtown and
foster a more urban feel. Residential units
above retail are especially attractive to
young professionals seeking a unique
urban experience and have already proven New Residential Condominium Development.
(Source: Economic & Planning Systems, Inc.)
successful as rental products in Downtown
Gilroy. The area’s urban atmosphere will be enhanced by expanded retail options,
attractive design features in both public and private development, and increased
Downtown activity associated with dining, events, and evening entertainment, as
discussed later in this report. Of course, in addition to being influenced by the issues
discussed above, the relative performance of condominiums and apartments will be
influenced by national trends such as changes in mortgage interest rates.
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V.

RETAIL MARKET ASSESSMENT

This chapter evaluates market conditions in the Downtown Gilroy retail sector. The
marketability of various types of retail is assessed based on relevant demographic
trends, analysis of competitive supply in the region, and the competitive attributes of
Downtown.

MARKET AREA RETAIL CONDITIONS
CITYWIDE RETAIL MARKET
Large “big box” and other conventional retail centers are found in great number in
Gilroy. As shown in Table 11, Gilroy has over a dozen major (50,000 square feet and
above) shopping centers and free‐standing big‐box stores, including such large national
chains as Target, Sears, and Home Depot, as well as the regionally drawing Gilroy
Premium Outlets. These centers currently provide many of the entertainment and retail
opportunities that local households demand for their basic general merchandise,
apparel, furniture, and home furnishing needs. Consequently, Downtown retailers will
need to find ways to distinguish themselves from these existing large‐format retailers.
One commonly used measure of a City’s retail sector is a comparison of actual retail
sales with the expenditure potential of local residents, or its “capture rate.” This
analysis is presented in Table 12 based on data from the State Board of Equalization. As
would be expected given the presence of the outlets and other large retailers, Gilroy’s
sales capture in such categories as apparel, general merchandise, and building materials
is well above 100 percent; the capture rate in each of these categories exceeds 600
percent. In other words, Gilroy’s taxable retail sales are above the estimated spending
potential of Gilroy residents in these categories, implying that a very large proportion of
sales is made to nonresidents. Other categories, such as food stores and eating and
drinking places, exhibit much lower, but still healthy, capture rates of approximately
130 percent. These rates imply that the City experiences a moderate amount of inflow
from other jurisdictions in spending on food stores and restaurants.
Overall, the City’s capture rate is approximately 360 percent. This suggests that Gilroy
maintains a healthy retail sector, in which retailers in selected categories successfully
attract shoppers from other regional jurisdictions. In fact, retail sectors with capture
rates above 100 percent depend on this outside spending. It is unlikely that spending by
Gilroy residents alone would be sufficient to support the City’s large amount of retail,
particularly the specialty apparel and accessory stores found at the Premium Outlets.
However, the City does show room for improvement in some categories such as dining
and entertainment.
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Table 11
Major Shopping Centers in Gilroy
Downtown Gilroy Strategic Plan, EPS#16012

#

Shopping Center

Total
Square
Feet (1)

Major Tenants

Address
6705 Camino Arroyo

1

Gilroy Crossing Shopping Center

475,572

Kohl's
Target
Ross Dress for Less
Michaels

2

Pacheco Pass Center

600,000

Super Wal-Mart
7150 Camino Arroyo
Costco
Best Buy
Lowe's Home Improvement

3

Gilroy Plaza

114,405

Safeway
Long's Drugs
Goodwill Store

905 1st Street

4

Gilroy Premium Outlets

577,724

Ann Taylor Outlet
Adidas Outlet

681 Leavesley Road

5

Gilroy's Outlet Center / Gilroy Premium Outlets

203,412

N/A

8375-46 Arroyo Circle

6

Hecker Pass Plaza

68,685

Ace Hardware

1230-1360 1st St

7

South Valley Plaza

185,000

Aretaga's Super Market

6906 S. Chestnut St.

8

Town Place Shopping Center

85,890

Nob Hill General Store

753 1st St.

9

Town Plaza

Grocery Outlet

727 First St. & Wayland Ln.

10

Gilroy Village

N/A

Rite Aid
Smart & Final

350 10th St.

11

OSH Center

N/A

OSH
Western Appliance

303 10th St.

12

Not Listed in Shopping Center

Staples
Home Depot
OfficeMax
PetCo

8840 San Ysidro Ave
8850 San Ysidro Ave
8757 San Ysidro Ave
8757 San Ysidro Ave

153,690

(1) Square feet listed are approximate or estimated based on industry standards.
Source: Shopping Center Directory 2006; Economic & Planning Systems, Inc.

Economic & Planning Systems, Inc. 11/3/2006
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Table 12
Retail Sales and Estimated Demand in Gilroy (2004$)
Gilroy Downtown Strategic Plan, EPS #16012

Retail Category

43

Apparel Stores
General Merchandise Stores
Home Furnishings and Appliances
Bldg. Matrl. And Farm Implements
Auto Dealers and Auto Supplies
Other Retail Stores (1)
Food Stores (2)
Eating and Drinking Places
Service Stations
Total / Average

Average HH
Taxable Retail
Expenditures

Aggregate HH
Taxable Retail Exps.
($1,000s)

Actual Taxable
Retail Sales in
Gilroy
($1,000s)

Excess
Capture /
(Leakage)
($1000s)

Capture
Rate

a

b=a*Gilroy HHs/1000

c

d=c-b

e=c/b

$1,748
$1,915
$804
$1,440
$4,970
$3,105
$1,426
$4,639
$2,354

$20,787
$22,781
$9,559
$17,124
$59,110
$36,935
$16,955
$55,179
$27,997

$159,186
$147,240
$29,309
$118,686
$229,783
$110,470
$22,506
$73,250
$74,691

$138,399
$124,459
$19,750
$101,562
$170,673
$73,535
$5,551
$18,071
$46,694

766%
646%
307%
693%
389%
299%
133%
133%
267%

$22,400

$266,428

$965,121

$698,693

362%

(1) Includes specialty stores; packaged liquor stores; second-hand merchandise; fuel and ice dealers;
mobile homes, trailers, campers; boat, motorcycle, and plane dealers; and business and personal services.
(2) Typically, only 35% of grocery purchases are taxable. The average HH taxable retail expenditures shown here represents only those grocery
store purchases that are taxable.
Source: U.S. Bureau of Labor Statistics Consumer Expenditure Survey (2002-2003); California State Board of Equalization; Economic & Planning Systems, Inc.

Economic & Planning Systems, Inc. 10/12/2006
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EXISTING DOWNTOWN RETAIL CONDITIONS
Much of the retail in Downtown
Gilroy currently consists of small
specialty retail stores, antique shops,
low and moderately priced
restaurants, and auto‐related
businesses. A bowling alley,
nightclub, and gym are also among
the major tenants. At approximately
$37 million annually, taxable sales in
the Project Area make up around 4
percent of the City’s total taxable sales
($965 million).

Downtown retail buildings (Source: Downtown Specific Plan)

Commercial lease rates in Downtown Gilroy tend to be significantly lower than those
elsewhere in the City. According to local brokers, lease rates in older Downtown
buildings average between $0.50 and $0.70 per square foot, compared to around $1.50
per square foot in neighborhood shopping centers along 1st Street and as much as $3.00
per square foot in centers anchored by big‐box stores such as Target. Newer buildings
appear to command much higher rents: for example, lease rates for space in The Galleria
(5th and Eigleberry, built 2002) and the new Lewis Street Partners mixed‐use building (4th
and Monterey, built 2006) range from $1.25 to $1.80 per square foot.
It is also worth noting that the owners of many older Downtown properties typically
advertise and lease their buildings independently, rather than working with brokers.
This is indicative of a less mature sector with a relatively low volume of market activity
or tenant interest.

DOWNTOWN MARKET DEMAND ASSESSMENT
Total sales potential for Project Area businesses is estimated in Table 13. This estimate
relies on assumptions regarding “reasonable performance level,” i.e., the proportion of
sales that a healthy Downtown with a range of retail options might be expected to
capture.6 Based on typical spending habits and the characteristics of Gilroy’s broader
retail market, it is assumed that Downtown businesses will never be able to capture
100 percent of residents’ spending; shoppers will inevitably purchase certain items, such
as automobiles, clothing, and large appliances, in other parts of the City and/or region.

6 This analysis relies on Census 2000 population figures to estimate potential Downtown retail sales by
Census tract. As noted, Gilroy’s actual population has increased since 2000 (to 48,527, according to the
California Department of Finance). Therefore, the potential sales shown here represent a conservative
estimate of total current sales potential.
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Table 13
Potential Retail Sales Estimate
Gilroy Downtown Strategic Plan, EPS #16012

Formula

0.25 mi
radius (1)

0.5 mi
radius (2)

City of
Gilroy (3)

Total

Households
in Pipeline (4)

Population
Number of Households
Median Household Income
Percent of Income Spent on All Retail (5)
Anticipated % Taxable Retail Spending in Project Area
Project Area Taxable Retail Spending Potential/ HH
Total Project Area Taxable Retail Spending Potential

a
b
c
d
e=b*c*d
f=e*a

1,520
417
$50,675
26%
65%
$8,564
$3,571,198

6,456
1,730
$50,675
26%
55%
$7,246
$12,536,412

33,611
9,747
$75,691
26%
25%
$4,920
$47,954,444

41,587
11,894
----$64,062,055

480
$58,945
26%
65%
$9,962
$4,781,593

Current Project Area Retail Sales (6)
Estimated Sales to Gilroy Residents

g
h = 75% * g

$37,704,300
$28,278,225

Project Area Sales Leakage (Current Sales - Potential Sales)

i=h-f

($35,783,830)

Project Area Capture of Spending by Gilroy Residents (Curren
Sales / Potential Sales)

i=h/f

44%

Item

45

Additional Potential Sales to Existing Gilroy Resident

$35,783,830

Additional Potential Sales to Existing and New Gilroy Residen

$40,565,422

(1) Radius from 5th and Monterey.
(2) Radius from 5th and Monterey, excluding households within 0.25 mile radius.
(3) Excludes households within 0.5 mile radius of 5th and Monterey.
(4) Household Income derived from assumed average cost per unit of $315,000.
(5) Bureau of Labor Statistics.
(6) City of Gilroy Finance Department.
Sources: Census 2000, City of Gilroy, Bureau of Labor Statistics, InfoUSA, Economic & Planning Systems.

Economic & Planning Systems, Inc. 10/12/2006
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The proportion of a household’s retail spending that occurs in the Project Area will vary
based on place of residence. EPS experience suggests that, with the right combination of
retail options, the Project Area could be expected to capture approximately 65 percent of
taxable spending by households within a 0.25‐mile radius of the Project Area; 55 percent
of taxable spending by households within a 0.5‐mile radius; and 25 percent of taxable
spending by residents in the rest of the City, for total annual taxable sales of $64 million
to Gilroy residents alone. Based on sales tax data from the City of Gilroy, the Project
Area generates around $28 million annually in sales to Gilroy residents, or under 50
percent of total potential sales. This capture rate suggests that Downtown retail
is currently underperforming but has a large consumer base on which to draw.
Potential uses and marketing strategies for attracting that consumer base are discussed
later in this section and in the following chapters.
Overall, there is an estimated potential for $50 million in additional annual taxable sales
within the Project Area. As shown in Table 13, based on potential spending by
households around Downtown and beyond, the Project Area could capture an
additional $36 million in annual taxable sales to existing Gilroy residents. It is also
expected that the residents of planned and recently constructed homes in Downtown
will make a significant portion of their retail purchases at nearby businesses, generating
an additional $5 million in annual taxable sales. (This assumes that all units described in
Table 7 are in fact completed.) While it is difficult to estimate sales to nonresidents,
Gilroy’s location and the demographics of surrounding communities suggest that
additional taxable spending by visitors could be around $10 million annually.
Retail Spending by Downtown Residents
Ongoing Downtown residential development will support retail by generating foot
traffic and contributing to a lively local atmosphere, as well as providing an important
core market for local retail and services (e.g., coffee shops, dry cleaners). However, it is
important to note that spending by the existing and future residents of Downtown
neighborhoods will not by itself support a successful retail sector in the Project Area.
Table 14 estimates the retail square footage that could be supported by existing and
future Downtown residents. As shown, the total square footage that could be supported
by Downtown residents alone, without including spending by consumers from outside
the Downtown area, is 74,000 square feet (assuming the capture rates described above
for households within 0.25 and 0.5 miles of Downtown).
Based on the data in Table 6, this supportable square footage is equal to about 12
percent of the total estimated occupied retail space within the Project Area. In other
words, even if they succeed in capturing a healthy portion of spending by current and
future Downtown residents, existing Project Area retail businesses will still need to
attract customers from outside a half‐mile “walking distance” radius. Filling vacancies
and adding to the Project Area’s total occupied retail space will require an even higher
level of outside spending. Just as the City depends on an inflow of retail spending from
neighboring communities, Downtown businesses will depend on an inflow of spending
from Gilroy as a whole, as well as the surrounding region.
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Table 14
Estimates of Supportable Retail Square Footage in Downtown from Downtown Household Growth
Downtown Gilroy Strategic Plan, EPS#16012

Assumption

Base Data

New Downtown Households

2,147

Existing Downtown Households

480

Total Downtown Households

2,627

Mean Household Income

$50,675

Aggregate Household Income

$133,122,419

Household Expenditures on Retail as % of Income

33%

Aggregate Household Expenditures on Retail
Total Estimated Retail Sq. Ft. Supported

Amount

$44,052,767
$350 /sq. ft.

Potential Capture Rate for Retail (1)

125,900 sq. ft.
58%

Potential Retail Sq. Ft. Supported by Capture Rate

74,000 sq. ft.

(1) Assumes that the Downtown can capture 58% of its retail sales from existing and new Downtown households.
(Weighted average of capture rates assumed for households in 0.25 and 0.5 mile radius of Downtown.)
Source: City of Gilroy; U.S. Bureau of Labor Statistics Consumer Expenditure Survey (2002-2003); Economic & Planning Systems.

Economic & Planning Systems, Inc. 10/12/2006
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Retail Spending from Other Sources
Other factors, such as the planned Cultural Center and increasing CalTrain ridership,
will help Downtown retail achieve the performance levels described above. With an
attractive mix of retail and food service offerings, the Project Area will be extremely
well‐positioned to capture a large percentage of spending by people attending events at
the Cultural Center. Because a majority of those attending the Cultural Center will
likely come from within Gilroy, some portion of this total spending is included in the
spending estimates shown in Table 13. However, the presence of the Cultural Center
may increase Downtown’s capture of local spending and could generate additional
visitation from outside the City.
CalTrain currently serves Gilroy with three roundtrip trains per day. The current daily
on‐off (i.e., boarding and exiting) rider count for the Gilroy station is 276. CalTrain/VTA
models project that this number will increase dramatically in the near future, as
residential growth continues and increasing traffic congestion leads more people to
commute via public transit. Current projections predict 2,300 on‐off riders for Gilroy in
2015 and around 3,000 in 2030. Downtown retail has the potential to capture spending
by these new riders, as well as benefit from the increased visibility associated with a
large commuter presence. Although it is likely that a significant portion of new CalTrain
riders will come from within Gilroy, CalTrain may draw these residents to Downtown at
times when they would not otherwise visit (e.g., early morning). In addition, some
riders will come from neighboring communities.
Future CalTrain projects could further augment ridership, increasing these benefits to
Downtown. For example, a possible long‐term collaboration between CalTrain and the
Transportation Agency for Monterey County (TAMC) may extend CalTrain service
southward to Salinas and Watsonville. This extension would increase the number of
Caltrain commuters passing directly through Downtown Gilroy, contributing to the
area’s visibility, and expand transportation opportunities for residents of other cities to
come to Gilroy. This project is still in early planning stages.

DOWNTOWN RETAIL CATEGORIES AND CHARACTERISTICS
As part of this report, EPS researched downtown areas with a similar scale, character,
and/or demographics to those of Downtown Gilroy. The selected cities, listed in Table
15, are generally further along in their development processes than Gilroy, representing
the next step that Downtown Gilroy should aim to achieve. As shown in Table 15, these
successful downtown areas have a varied mix of retail tenants. Retail categories that
appear to be particularly successful in such downtown settings include restaurants
(particularly Italian restaurants and restaurant/bars such as breweries or tapas bars);
local coffee shops, cafés, and diners; gourmet bakeries and candy shops; women’s
clothing boutiques; art galleries; toy and game stores; and craft studios and cooking
schools.
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Table 15
Examples of Independent Businesses in Successful Downtown Areas
Downtown Gilroy Strategic Plan, EPS#16012

Business Name

Type of Businesses

Notes/ Special Features

Towne Center Books

Independent bookstore

Readings and events, evening hours, book
groups

Clover Creek
Pure Girls
Alexander's Main Street Gallery
DayArt Studio

Gifts, home and garden
Girls' fashion, accessories, and parties
Art gallery
Art studio (pottery, mosaic, beading, etc.)

Open late on Fridays

Christensen's Tack Room

Western wear and riding equipment

Original occupant of historic 1920s building

Meadowlark Drive-In Dairy
Pleasanton Main St. Brewery
Vic's All Star Kitchen
Blue Agave

Drive-through dairy selling milk and ice cream
Brewery bar and restaurant
Breakfast/ lunch restaurant with a local sports theme
Upscale Mexican restaurant

Offers banquets and catering
Live music on weekends

Pleasanton

Offers parties and classes for children and
adults

Livermore
Art D'cor
Baughman's

Art gallery
Western wear and riding equipment

Orghipchick
Bruno's Italian Cuisine
First Street Ale House
Strizzi's

Women's clothing boutique
Italian restaurant
Pub and restaurant
Regional Italian restaurant chain

Riata Diner and Tavern

Bar food, steak house, and deli

Offers breakfast and catering

Bistro 33

Pacific-Northwest-influenced bistro

Live music and open mic nights; located in
historic City Hall building

Davis Ace Hardware

Hardware store

Locally owned business dating back to early
1900s

John Natsoulas Center for the Arts

Art gallery and art conference center

Offers tours and studios; open late on
Fridays

Aioli Bodega Espanola

Spanish tapas and entrees

Second location of midtown Sacramento
restaurant

Ciocolat
The Avid Reader

Dessert café, tea room, and gourmet chocolates
Independent Bookstore

Offers event catering
Readings and events, evening hours, book
groups

Alphabet Moon Toys and Treasures
Aesop's Room
The Paint Chip
Woodstock's Pizza

Children's games, books, and crafts
Children's games, books, and crafts
Custom framing and art supplies
Pizza restaurant

Savvy Shoppe
Pinkadot

High-end women's clothing boutique
Women's clothing, jewelry, and accessories boutique

Café Espresso Roma

Small western region coffee house chain

Oldest continuously operating store in
Livermore (opened 1881)
Open late on Fridays

Additional locations in Pleasanton, Danville,
Fremont

Davis

Economic & Planning Systems, Inc. 10/12/2006
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Weekly DJ events; sponsors fundraising for
local groups

Weekly open mic nights; 21 locations in CA,
CO, NV, WA, and OR (under individual
names)
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Table 15
Examples of Independent Businesses in Successful Downtown Areas
Downtown Gilroy Strategic Plan, EPS#16012

Business Name

Type of Businesses

Notes/ Special Features

Sebastopol
Sebastopol Brewing Company
GTO's Seafood House
Patty James

Brewery bar and restaurant
Historic steak and seafood restaurant
Cooking school, catering, and nutritional consultation

Alice's Restaurant
Many Rivers Books and Tea
Rosemary's Garden
Earth Child
La Dolce V Chocolate Café
East West Café
Sebastopol Cookie Company

American restaurant
Spiritual bookstore and tea shop
Medicinal/ culinary herbs and herbal products
Children's toys, clothing, and books
Bakery and chocolate store
Mediterranean café
Bakery and café

Offers wedding catering

San Rafael
Broken Drum Brewery
Rafael Film Center
Sabor of Spain
The FolkArt Gallery
Artisans Art Gallery
Cinecitta
Barney's Gourmet Hamburgers
Las Camellias Cocina Tradicional
My Thai
Sushi to Dai For
Red Devil Records
Electronics Plus

Brewery bar and restaurant
Restored art deco movie theatre
Tapas bar, wine tasting/ store, imported Spanish gifts
and food
Ethnic folk art gallery
Contemporary fine art gallery
Italian restaurant
Regional American/ hamburger restaurant chain
Mexican restaurant
Thai restaurant
Japanese restaurant
New and used music store, specializing in rare/
collectible vinyl records
Consumer electronics and parts; special focus on
adapters and equipment for foreign travel

DJ / live local music on weekends
Live music, holiday events, and catering

Artist receptions, critiquing sessions, and
classes
8 Bay Area locations

In Downtown San Rafael since 1970

Rocking Chairs 100%
T & B Sports
Gamescape
Viva Diva

Rocking chair store
Independent sporting goods store
Games and toys
High-end women's' clothing boutique

Relocated from Corte Madera Mall

Additional location in Oakland

Graffeo Coffee Roasting Company

Statewide coffee house chain

Additional locations in SF and Beverly Hills

California Lacrosse Company

Lacrosse equipment

Additional store in Dublin; also runs lacrosse
leagues and tournaments

Coldstone Creamery
Starbucks

National ice cream store chain
National coffee house chain

Concord (Todos Santos Plaza Area)
Panama Bay Coffee Company

Small Bay Area coffee house chain

Toscana Ristorante
Bloom Fusion
House of Bagels
EJ Phair Brewing Company
Sway
Peet's Coffee
Una Mas Mexican Grill
Wolf Camera

Upscale Italian restaurant
Florist and gift shop
Regional bagel shop chain
Brewery bar and restaurant
Bay Area women's clothing boutique chain
National coffee house chain
Northern California Mexican fast food chain
National camera store chain

Additional locations in Brentwood, Antioch,
Oakland, Vallejo, and Concord

1 additional location in Berkeley
21 locations in Bay Area/ Sacramento

Sources: Pleasanton Downtown Association; Livermore Downtown, Inc.; Davis Downtown Business Association; Sebastopol Area
Chamber of Commerce; Downtown San Rafael Business Improvement District; City of Concord Planning Department; Concord
Chamber of Commerce; Economic & Planning Systems.

Economic & Planning Systems, Inc. 10/12/2006
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With few exceptions, these downtown areas have not yet reached a stage of
development at which they can attract national chain retailers (e.g., Banana Republic,
Pottery Barn, or The Cheesecake Factory). These chains rarely act as “pioneers” in
untested markets and will typically wait to enter an area until after local businesses have
established a successful retail base. Similarly, transitioning downtown areas are not
likely to be able to support major “big box” tenants, which will be deterred by the
existing competitive supply and/or the limitations of required population density, traffic
volume, freeway visibility, land availability, and building formats.
Instead, the businesses in transitioning downtowns tend to be locally owned and either
independent or part of small state or regional chains. As described in Table 15, many of
them serve niche markets and offer special features such as book readings, classes, or
live music. These types of businesses operate with much smaller margins than major
national chains and often experience high turnover. Based on the experience of the
downtown areas described, this turnover should not necessarily be regarded as a bad
thing. Although it is important to have stable core businesses, changes in retail tenants
reflect the evolutionary process of developing a strong downtown shopping destination,
with struggling tenants being replaced by businesses better suited to current market
conditions. High turnover can also help maintain a downtown area’s novelty and
vitality, attracting additional customers with the arrival of each new business.
While it is possible to identify types of retail that are frequently found in downtowns,
actual retail development in Downtown Gilroy will be local and entrepreneurial‐based,
dependent in large part on the efforts of individual business owners. EPS’ professional
experience suggests that the specific mix of uses in a downtown environment should not
be over‐programmed or pre‐programmed. The optimal mix of businesses will change
over time based on evolving market trends, local perceptions, and other factors. In
addition, as reflected by the wide range of businesses in Table 15, downtown retail must
differentiate itself from the more formulaic retail found in large malls and shopping
centers. As such, the most successful tenant mixes will evolve organically and cannot be
definitively described in terms of specific tenants.

DEVELOPMENT IMPLICATIONS FOR DOWNTOWN
Downtown Gilroy’s success in capturing the retail market segments described above
will depend in large part on the type of retail development that occurs in the Project
Area. Residents of neighborhoods adjacent to Downtown will form the area’s core
customer base, generating demand for local‐serving convenience retail such as grocery
and drug stores, dry cleaners, and personal services.
Other retail growth areas will also target customers from other parts of Gilroy and the
region. As discussed above, these regional and tourist‐oriented retail districts often
succeed by providing a unique mix of small‐scale “boutique” stores that offer arts, crafts,
clothing, and other goods or services with a distinctive local flavor. This retail strategy
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is by definition not formulaic and the actual tenant mix and product types will differ
depending on the location. However, such districts often include a mix of galleries,
home décor boutiques, and independent establishments providing both goods and
services (e.g., spas), as summarized in Table 15.
The Gilroy community has also expressed interest in youth‐oriented businesses. This
community input and the experience of similar downtown areas indicate that demand
may exist for entertainment uses catering to young people, e.g., live music and open mic
nights at all‐ages establishments such as coffee houses or restaurants. In addition,
Gilroy’s large under‐19 population, both Downtown and citywide, suggests that there
may be a market for the sporting goods, games, and toy stores found in other
transitioning downtowns.
Casual and high‐end restaurants of the
types described above will also be an
important retail category, drawing both
local residents and visitors and contributing
to a lively nighttime atmosphere. The
planned Cultural and Performing Arts
Center will create opportunities for
complementary restaurant uses, as well as
arts‐related retailers (e.g., galleries),
positioned to attract pre‐ or post‐
performance customers. Restaurants may
be able to target this market by offering special pre‐theatre meals or sponsoring Cultural
Center events. Other food service businesses relating specifically to Gilroy’s identity as
an agricultural center, such as themed cafés or stores selling regional wines or garlic‐
themed items, would also contribute to Downtown’s visitor draw.
For the reasons discussed, Downtown Gilroy is not likely to attract national chain
tenants or “big box” stores at this stage in its development. However, the area may
prove attractive to small regional chains, which have the advantage of local brand
recognition and the ability to offer a unique experience that may not be available in
competing retail centers.
Downtown Gilroy enjoys key location and design assets that could be leveraged to build
a mix of tourism‐based and main street retail over time, which can also complement the
current retail in the Downtown. Through connective and placemaking design that
creates a synergy between the existing uses in the Downtown and the new uses in the
Project Area, a successful mix of local‐serving and tourism‐based retail uses could
flourish over time. The tourism‐based retail could strengthen the existing retail core in
the Downtown by capturing visitors passing through the area on their way to larger
population centers (e.g., San Francisco Bay Area), tourist destinations (e.g., Monterey,
Pinnacles National Monument), or growing residential communities (e.g., Los Banos).
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However, both local and tourism‐based retail tends to grow organically and gradually,
unlike formulaic retail which can bring in large square feet of space in a short amount of
time.
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VI.

OFFICE MARKET ASSESSMENT

This chapter reviews the market conditions for the office sector and evaluates its
development potential in Downtown Gilroy.

MARKET AREA CONDITIONS
As shown in Table 16, Gilroy and Morgan Hill together comprise a very small portion of
the Silicon Valley office market, with a combined total of around 526,000 square feet of
office space (excluding buildings under 5,000 square feet), all of which is Class B.7 At
$1.70, the average asking office rent is relatively low for the region. Gilroy’s vacancy
rate of 7 percent is also below the Silicon Valley average, though above the vacancy rate
in other submarkets with less than 1 million square feet of office space. Much of Gilroy’s
office and light industrial space is found in areas at the north and south ends of the City.
Because many Downtown Gilroy offices are located in converted residences or, in some
cases, retail storefronts, it is difficult to estimate total available Downtown office space.
Based on the available data, existing office uses appear to occupy approximately 43,000
square feet of commercial building space within the Project Area. Typical office
occupants include small‐scale professional tenants such as attorneys, architects, real
estate brokerages, and medical offices. In addition, there are two new banks among the
recently completed/under construction projects described in Table 7. Under current
zoning, office uses are allowed unconditionally throughout the Downtown Specific Plan
Area, with the exception of the Downtown Historic District, where first‐floor offices
require a conditional use permit. Office lease rates in Downtown can vary widely but
are generally low relative to other parts of the City.

DEVELOPMENT IMPLICATIONS FOR DOWNTOWN
Given the competitive advantages of Gilroy’s more suburban office developments (e.g.,
convenient parking, larger building formats, opportunities for build‐to‐suit, etc.), it is
unlikely that Downtown Gilroy will attract the Class A office development and major
corporate tenants that typically characterize a Central Business District. As discussed
above, however, employment in Gilroy is projected to grow by 36 percent over the next
ten years, with the largest percentage increase expected to occur in the Financial and
Professional Services field (see Tables 1 and 2). This growth will increase demand for
office space in the City, filling vacant space in traditional suburban office areas and
creating spill‐over demand for alternative locations, including Downtown.
Future Downtown tenants are likely to be small‐scale, local tenants and start‐ups
seeking downtown amenities such as eating and drinking establishments and a Main
Street feel. The location of two new banks in the Downtown will also make it a more
7 Office market data is not available for the Gilroy market alone.
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Table 16
Silicon Valley Office Market, 1Q2006
Downtown Gilroy Strategic Plan, EPS#16012

Submarket

Asking Rent
Class A
Class B

Total SF (1)

Vacant SF

Vacant %

8,298,591
3,506,309
4,331,468
3,860,854
1,614,065
8,143,102
3,662,420
908,481
3,158,286
457,494
8,804,664
4,571,623
1,117,536
3,583,910
525,805
2,419,833
1,464,336

1,855,847
475,876
686,278
251,833
97,310
1,425,585
608,879
38,956
132,286
15,513
808,007
327,104
61,490
354,383
39,033
224,281
63,496

22%
14%
16%
7%
6%
18%
17%
4%
4%
3%
9%
7%
6%
10%
7%
9%
4%

$2.57
$2.24
$1.72
$2.15
$2.25
$2.33
$1.83
$2.13
-$2.36
$4.01
$2.97
$2.96
$2.62
----

$1.71
$1.84
$1.73
$1.94
$1.59
$1.66
$1.81
$1.91
$2.03
$1.85
$3.19
$2.33
$2.63
$2.38
$1.70
$1.96
$2.82

60,428,777

7,466,157

12%

$2.38

$2.04

Downtown San Jose
North San Jose
Airport - San Jose
West San Jose
South San Jose
Santa Clara
Sunnyvale
Milpitas
Fremont
Newark
Palo Alto
Mountain View
Los Altos
Cupertino
Morgan Hill/ Gilroy (1)
Campbell
Los Gatos/ Saratoga
Total/ Average

(1) Data not available for Gilroy only.
Sources: Grubb & Ellis; Economic & Planning Systems.

Economic & Planning Systems, Inc. 10/12/2006
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attractive location for office tenants, while Downtown residential development will
increase demand for local‐serving professional and office‐based medical services (e.g.,
dentists, therapists).
Historic preservation and façade improvement efforts may make Downtown buildings
particularly attractive to design‐oriented businesses such as architecture or graphic
design firms. The types of office tenants likely to locate in Downtown Gilroy may
include:
•
•
•
•
•
•

Family‐oriented health care practices (e.g., doctors, dentists, therapists)
Small law offices
Real estate and accounting offices
Architect and design firms
Small engineering or software firms
Local serving insurance, financial, and business services

Overall, although office use is not expected to be the driver for downtown
redevelopment, it should be encouraged to help fill in the gaps and provide additional
market support for other uses.
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VII. POLICY TOOLS AND INITIATIVES
This chapter outlines available policy tools, initiatives, and organizational resources for
implementing projects and programs in the Downtown. Potential financing
mechanisms to support these tools are discussed in the next chapter. An effective
Downtown strategy will combine various tools and funding sources, as outlined further
in Chapter IX.

PUBLIC INFRASTRUCTURE IMPROVEMENTS
Downtown revitalization is often catalyzed by public sector investment in infrastructure
such as streets, parks, and community facilities. The City has already made considerable
public investments in Downtown and plans to complete additional projects in the
future. This investment reflects the City’s commitment to Downtown revitalization. It
also represents a valuable asset to Downtown property owners and developers, who
stand to benefit from improved landscaping, lighting, and infrastructure. The major
public improvements undertaken by the City in Downtown Gilroy are discussed in
greater detail below.

STREETSCAPE IMPROVEMENTS
The City is already in the process of
completing major streetscape
improvements throughout
Downtown Gilroy. Phases I and II
of the Streetscape Project were
completed along Monterey Street
south of 6th Street at a total cost of
$4.4 million. Phase III, which
covers Monterey Street between 4th
and 6th Streets and has a budget of
$5.4 million, is underway and is
Improved streetscape (Source: Downtown Specific Plan)
expected to be complete as of
October/November 2006.
Additional street improvements to side streets and Railroad Street are currently
planned. The City has qualified for a $730,000 Metropolitan Transportation Commission
(MTC) grant to support the Railroad Street work, contingent on requirements being met
by the developer of the Cannery residential project.
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HISTORIC RENOVATION
The City has been involved in the renovation of key Downtown historic buildings,
including the CalTrain depot (a $1.4 million project, completed in 1999/2000) and Old
City Hall. The City should continue to encourage and participate in historic
rehabilitation projects focusing on strategic opportunity sites, as described in Chapter
IX. Potential funding sources for such work are discussed in Chapter VIII.

PLAZAS AND OTHER PUBLIC SPACE
The benefits of plazas, town squares, and other public spaces to creating a sense of place
and vitalizing downtowns and other urban spaces have been well documented in both
academic literature and the popular press.8 There are also numerous examples of
successful downtowns in small‐ to medium‐size cities throughout California that have
leveraged plazas and town squares to foster social and economic vibrancy. In
California, these areas often build on and reinforce a city’s Spanish and Mexican
American heritage. Several prominent examples of successful town squares and plazas
in the San Francisco Bay Area exist in the downtowns of Sonoma, Concord, Healdsburg,
Livermore, and Mill Valley, as well as Paso Robles further south.
As described in several studies on the subject, public plazas and spaces can help shape a
sense of identity that bolster downtowns as destinations for out‐of‐town visitors and
shoppers as well as locals. Although these spaces may not offer commercial activity on
site, they can act as public meeting and gathering places that serve as a focal point for
the downtown and a launching point for commercial activity. Along with local
residents, tourists and outside visitors shop in nearby stores and eat in the local dining
establishments, bolstering the economic performance of the downtown.
Two plazas and a number of smaller paseos are proposed under the Downtown Specific
Plan. If developed as planned, these areas would provide valuable community space for
both formal and informal gatherings and events, drawing residents from throughout the
City to Downtown. Well‐designed and programmed uses, such as newsstands, retail
kiosks and food vendors, will help create an environment that is active at all hours of the
day and evening. Attractive landscape features, art or sculptural elements, and
functional seating should be integrated and designed to create a lively place that is a

8 Several useful publications on this issue include:
1.
2.
3.

William H. Whyte. The Social Life of Small Urban Spaces. Washington, D.C., The Conservation
Foundation, 1980.
Marcus, Clare Cooper, and Carolyn Francis. People Places. Design Guidelines for Urban Open Space,
New York, Van Nostrand Reinhold, 1990.
Carr, Stephen, Mark Francis, Leanne G Rivlin, and Andrew Stone. Public Space. Cambridge,
Cambridge University Press, 1995.
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source of community pride and encourages people to meet with friends, read a book, or
relax and watch the passersby.
These uses and design features should relate well to the surrounding built environment,
taking cues from the Gilroy’s history and architecture. In turn, the adjacent buildings
should feature active ground‐floor uses, with multiple doorways, windows and entries
that face onto the plaza. Outdoor dining for cafes and restaurants is also highly
encouraged. This “transparency” into and outward from the built realm will engage
pedestrians and provide greater security, as there will be more “eyes” on the public
space. In no case should new development have blank walls on the ground floor.
It is important to note that funding sources have not yet been identified for construction
of these amenities. Potential funding sources are further discussed in Chapter VIII;
additional recommendations regarding the timing and implementation of plaza
construction are provided in Chapter IX.

GATEWAY ELEMENTS
Gateway signs and monuments will distinguish Downtown Gilroy from surrounding
neighborhoods and help create a sense of identity and place, contributing to
Downtown’s image as a retail destination. When strategically placed at key entry points
to the city center, and at more distant locations such as Highway 101 off‐ramps, signage
and gateway elements will also help direct residents and visitors where to go, what to
find and where to park.
Such gateway features can be created through a combination of landscaping, signage
and lighting. They can range from subtle to monumental in design and scale, but all
gateway design should take cues from Gilroy’s unique architecture and history. They
should also be coordinated with Downtown marketing themes, as discussed below.
The Downtown Specific Plan proposes gateway treatments at the intersections of
Monterey and First Streets and Monterey and 10th Streets, and additional entry
monuments on Monterey Street at Third and Eighth Streets. Potential funding sources
and recommended strategies for creating gateway elements are further discussed in
Chapters VIII and IX.

BANNER SIGNAGE
Many downtowns have banner programs that allow civic and cultural organizations,
nonprofit groups, and festival organizers to advertise on banners affixed to poles/street
lamps lining downtown streets. These types of signs can add color and visual interest to
the Downtown environment while defining the area and helping to promote community
organizations and events. A banner program is typically administered by a city,
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downtown business association, or Business Improvement District. Organizations
displaying banners are usually responsible for producing banners and paying a one‐
time or weekly/monthly fee for installation and display.
The City is in the process of installing banner hardware, sound, and electrical
connections as part of the street improvements program. These improvements may
offer opportunities for a more integrated banner program, as discussed in Chapter IX.

CULTURAL AND PERFORMING ARTS CENTER
Based on a preliminary economic analysis completed for the City by John Sergio Fisher
& Associates, the planned Cultural and Performing Arts Center will include a 480‐seat
proscenium theater in one configuration. A second configuration will allow a 280‐seat
theater in the round and a 200‐seat black box to be utilized simultaneously. When
converted to flat‐floor uses for weddings, banquets, or trade shows, the Center will
include up to 12,700 square feet of interior space, in addition to a 6,000‐square foot
outdoor garden. The total cost of the project is estimated to be approximately $10.1
million, to be financed through park bond funds, development impact fees, and the
General Fund.
The Cultural and Performing Arts Center is expected to draw attendees for a range of
local theater and music performances, touring shows, and meeting and events. While
some of these attendees will come from within Downtown Gilroy, others will be drawn
to Downtown from elsewhere in the City and the region, increasing the outside demand
for dining and retail options in the Project Area.

PUBLIC‐PRIVATE PARTICIPATION
Cities and other public entities often participate with private sector property owners or
developers to initiate or enable desirable projects at strategic locations. Selected
opportunity sites within the Project Area may have the potential to catalyze
development on adjacent properties and areas of Downtown. Characteristics
contributing to the catalytic development potential of a given building or site include
historic significance; status as a recognized local landmark; location relative to other
Downtown features (e.g., important intersections, major residential development, or
public spaces and facilities); parcel size and contiguousness; and owner motivation.
The type of development or uses that occurs on these sites can have a significant positive
or negative impact on surrounding parcels. For example, a retail use that generates high
foot traffic at a key intersection will create an impression of activity and bring customers
to nearby businesses. In contrast, placing a low‐traffic office use in the same location
could create “dead space” that detracts from the entire area. The success of any public‐

60

P:\16000s\16012gilroy\Report\16012DraftRpt6.doc

Draft Report
Downtown Gilroy Strategic Plan
November 3, 2006

private venture will depend on design, location, and the integration of development into
the surrounding environment.
The City should aim to identify and assist the owners of such opportunity sites in
developing their properties along specific criteria that will enhance and leverage the
sites’ advantages. This can be done through a variety of mechanisms, including direct
City financial support (e.g., through a RDA), regulatory incentives, permit stream‐lining,
or other City programs, as discussed in the following chapters.

ZONING CHANGES
Some cities have successfully tightened or loosened zoning requirements to help
discourage undesirable uses and incentivize desirable ones in Downtown areas. A
number of Gilroy’s current zoning requirements, such as those governing outdoor
dining and allowable uses, may affect land uses in the Project Area and throughout
Downtown, as described below.

OUTDOOR DINING
The Downtown Specific Plan identifies outdoor dining as an important feature of the
City’s vision for Downtown, particularly in Gourmet Alley and other parts of the
Downtown Historic District. Cafés and restaurants offering sidewalk dining will
contribute to a vibrant Downtown atmosphere, increase the visibility of local
restaurants, and attract new food and retail businesses to the area.
Outdoor dining on public sidewalks is currently regulated by the City of Gilroy’s Street
Furniture Policy (Zoning Ordinance Section 44). Under this policy, street furniture is
limited to tables (not larger than 3 by 3 feet square or 3 feet in diameter) and chairs (not
larger than 2 by 2 feet square or 2 feet in diameter) or trash cans, benches, newspaper
racks, and other items subject to review. Street Furniture objects may be placed only
along a given business’s façade, at least 5 feet from the street curb and allowing a 4‐foot‐
wide path of sidewalk travel.
City policies can be designed to encourage appropriately scaled outdoor dining by
guiding businesses through the process of meeting required standards. For example,
Redwood City publishes a Sidewalk Café Guidelines document illustrated with
photographs and diagrams that clarify where a restaurant may set up outdoor furniture
to fit various sidewalk configurations. Regulations can also be put in place to allow
outdoor dining at the periphery of planned public plazas or paseos; the opportunity to
place tables in this type of setting might prove attractive to desirable restaurant tenants
wishing to offer customers a unique dining experience. In addition, outdoor dining
opportunities can be expanded by easing table size restrictions to provide seating for
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larger groups. Recommendations in these areas are included in the implementation
plan presented in Chapter IX.
It should be noted that the successful promotion of Gourmet Alley as an outdoor dining
destination will be contingent on a number of improvements to the Alley, including
repaved street surfaces, improved lighting, and the removal of trash receptacles and
utilities that currently detract from the area’s potential for restaurant development.

ALLOWABLE USES
Under current zoning (outlined in Section 19 of the Zoning Ordinance), most personal
services uses, restaurants, and general retail less than 10,000 square feet are permitted
throughout Downtown Gilroy. Automotive services are permitted in the Expansion
District and Gateway District, but prohibited elsewhere in the Downtown Specific Plan
Area.
Uses such as liquor stores and non‐restaurant bars are allowed only with a conditional
use permit in the Historic District, Transition District, and Cannery District (no liquor
sales are permitted in the Cannery District). Some cities choose to cap the number of
such establishments, particularly in their downtown cores, in order to minimize safety
and nuisance problems and encourage alternative uses. The current zoning code
appears to be adequate in regard to the regulation of card rooms, dance halls, pawn
shops, tattoo parlors, and other uses that tend to discourage economic revitalization and
are inconsistent with the Downtown Specific Plan’s vision.
Residential units are allowed throughout the Downtown Specific Plan Area, provided
that adequate parking is provided and mixed‐use residential units do not compromise
the character of businesses located on the same property. First‐floor residential uses in
the Historic and Expansion Districts require a conditional use permit.
Office uses are allowed unconditionally throughout the Downtown Specific Plan Area,
with the exception of the Downtown Historic District, where first‐floor offices require a
conditional use permit. Ground floor office leases may allow a building owner to
generate interim revenue when there is insufficient demand for retail space; in many
cases, first‐floor office will be a preferable alternative to a vacant storefront.
The existing system of case‐by‐case approval for first‐floor offices and residential uses in
specific districts appears to provide sufficient flexibility while still allowing the City to
control undesirable land uses; at this point, EPS does not recommend any changes to the
policy.
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MARKETING AND BUSINESS RECRUITMENT
Downtown areas often use marketing plans to improve their image and attract new
businesses and customers through special events, advertising, and other promotional
programs. While marketing can be extremely useful in promoting economic
development, it is unlikely to produce results in the absence of other strategies. To be
effective, a marketing plan and business improvement initiative must be integrated with
other components of a revitalization strategy, e.g., infrastructure improvements and
development incentives.

MARKETING PLAN
Currently, Downtown Gilroy suffers from negative public opinion about the area’s
cleanliness, safety, and retail/dining options. A detailed marketing plan commissioned
by the City, Downtown Business Association, or future Business Improvement District
could recommend ways to “brand” Downtown as a desirable local and visitor
destination. Possible themes to emphasize as part of Downtown Gilroy’s identity
include:
•
•
•
•
•
•

Garlic production and agricultural heritage
Gourmet shopping and dining
Historic architecture
“Main Street” atmosphere
Latino culture (comparable to Los Angeles’ Olvera Street or Oakland’s
Fruitvale District)
Cultural arts

Garlic City Fun Run
(Source: Gilroy Dispatch)

These themes can be presented and packaged through a
wide range of marketing tools. As laid out in the Specific
Plan, design elements of Downtown infrastructure (e.g.,
streetlamps and entry archways) could incorporate garlic‐
bulb patterns or other theme‐appropriate images. A
number of events and festivals are already organized by
the Downtown Business Association, including Fifth
Street Live and the Garlic City Fun Run car show. Future
marketing strategies can expand on these events and add
new ones to attract visitors and emphasize specific
Downtown assets.

A marketing plan might also describe specific
recommendations for advertising through radio commercials or other media designed to
reach a wider regional audience. Cross‐promotion or “cluster marketing” by
Downtown businesses is another tool that has proven effective in other communities; for
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example, Livermore Downtown, Inc., has a “Downtown Club Card” that offers special
discounts at participating businesses.
The National Trust Main Street Center, a program of the National Trust for Historic
Preservation, provides technical assistance, resources, and support for a nationwide
network of Main Street organizations. The Main Street Center owns the trademark for
the phrase “Main Street” as it applies to the revitalization of traditional and historic
commercial districts. To use the name “Main Street,” an organization must meet a
number of required standards, including adherence to the Main Street Four‐Point
Approach, a strategy encompassing work in Design, Economic Restructuring,
Promotion, and Organization. Applying for Main Street status might be one component
of a marketing plan for Downtown Gilroy, as outlined in the final chapter of this report.

BUSINESS RECRUITMENT
While the City should not be in business of selecting specific tenants, the City,
Downtown Business Association, or future Business Improvement District can sponsor
analysis and offer economic or other incentives to attract desired businesses. This effort
should be closely linked to the overall Marketing Plan for the downtown and focused on
attracting businesses that reinforce or enhance the economic and social vitality of the
district. For example, establishments that serve as a gathering place (e.g. bookstores or
coffee shops), that help create a “sense of place” consistent with themes identified
through a marketing plan (e.g. local art and craft boutiques, locally grown gourmet food
establishments) or establishment that generate significant “spill‐over” foot traffic (e.g.
entertainment‐oriented venues) should be targeted as part of this effort.
Business recruitment efforts will be particularly important to attracting appropriate
tenants to strategic opportunity sites in the Downtown, as described under “Public‐
Private Participation” above. For example, careful consideration, planning, and analysis
should be given to the type of tenants that occupy major downtown intersections or key
properties given their potential to define or serve as an anchor to the entire area (brokers
often refer to the critical site(s) in a retail district as “the 100 percent corner”). Thus, the
City and other downtown stakeholders can work together to recruit specific tenants to
strategic sites that advance downtown “branding” concepts identified as part of a
Marketing Plan. Although these tenants are not always the most financially lucrative
from the perspective of individual property owners, they offer “spill‐over” benefits to
the Downtown as a whole.
Business recruitment efforts can be implemented by both public and private entities or
as part of a coordinated effort. The type of activities often associated with business
recruitment strategies include, but are not limited to:
•
•

Research on market conditions and space requirements for targeted tenant types,
Analysis of available sites, including renovation requirements and lease terms,
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•
•
•
•
•

Marketing and solicitation aimed at specific tenants,
Expedited or preferential permits and business licensing for targeted tenants (e.g.
liquor licenses),
Financial assistance with initial start‐up costs (e.g. tenant improvements),
Low interest business loans, and
Property acquisition or lease subsidies for targeted tenants.

Merchant‐led business recruitment efforts have also been successful in other
communities in which local citizen and business action coalitions have recruited desired
retailers to a district by educating them about market potential. This occurred
successfully in Oakland’s Lakeshore District, where a coalition of homeowners and
business owners canvassed the neighborhood to learn from residents what types of
commercial development they desired. The coalition presented demographic
information about the district and made personal visits to local and chain retailers to
educate them about the area’s assets. Although this program offered no financial
incentives, some of the desired businesses were convinced of the district’s market
potential and either relocated or opened second stores in the area. This type of effort
might be within the scope of the Downtown Business Association or a Business
Improvement District (discussed below).

OTHER REGULATORY POLICIES
A number of other City policies and issues are relevant to development in Downtown
Gilroy and could be incorporated into the City’s economic development strategy.

DOWNTOWN FEE WAIVER
Many cities exempt downtown development from development fees. This practice is
typically justified on the assumption that construction and rehabilitation of buildings in
developed, high‐density areas makes efficient use of existing infrastructure and
therefore result in a lower if not negligible demand for new infrastructure.
In late 2003, the Gilroy City Council enacted an ordinance waiving all Planning
Application fees, Building Permit fees, and Development Impact fees for properties
zoned “Downtown Commercial” or located in the Eigleberry Expansion Area, which
together encompass much of the Downtown, including all of the Project Area. Waived
fees include impact fees for street trees; water, sewer, and storm drain development;
traffic impacts; and public facilities. The Gilroy Unified School District also waived all
school impact fees in these areas. The program, originally set to expire in 2005, was
extended through December 31, 2006. To date, the fees waived under the initiative total
approximately $1.8 million, including $1.5 million in impact fees.
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While no assessment has been made to determine exactly how much of current
Downtown development is attributable to the benefits of the fee waiver, there has been a
notable increase in Downtown development during the fee waiver period. Several
developers have cited the fee waiver as an essential incentive for recent projects.
Additional analysis would be necessary to determine if Downtown commercial and/or
residential development will increase demand for the types of infrastructure supported
by the City’s development impact fees. If the infill nature of Downtown development
and redevelopment appears to result in significant infrastructure efficiencies, the City
may wish to consider extending the fee waiver program as part of its economic
development strategy. At the same time, impact fees paid by Downtown development
could represent a significant source of funding for the construction of public facilities
and improvements in and around the Project Area, such as public plazas or enhanced
landscaping.9

URM REGULATIONS
Many Downtown buildings (estimated at approximately 30 buildings) are classified as
unreinforced masonry structures, i.e., structures in which there is no steel reinforcement
within a masonry wall. Such buildings pose a significant earthquake hazard and in
some cases may be deemed uninhabitable by the City’s Building Official. Under
Gilroy’s current regulations, URM buildings considered habitable may be occupied by
any use with the same building occupancy requirements as the current use. An URM
building owner wishing to intensify a building use (e.g., retail to restaurant) is required
to bring the building up to the standards of the 1997 California Conservation Building
Code. In the absence of financial incentives, some owners of unreinforced masonry
buildings will choose to let their property remain vacant or underutilized rather than
investing in costly seismic safety improvements.
Under the current zero fee initiative, remediation of URM buildings is exempt from
standard development fees, as described above. A new Unreinforced Masonry
Mandatory Retrofit Assistance program was adopted by the City Council in September
2006. An ordinance change will be developed to implement a URM policy that is
intended to assist URM building owners in retrofitting or demolishing their buildings.
Under the adopted program, owners will have three years to complete retrofitting or
demolition; to promote participation in the program in the next one to two years, the
financial assistance available is reduced each year over the course of the program.
Specifically, in the first year, all planning, building permit, inspection, and impact fees
(excluding the parking fee) will be waived, as will the zoning review and approval
process for first‐floor offices. In addition, 10 to 20 percent of either on‐site parking
9 The relative merits of extending the fee waiver represent a policy decision that should be based on further
analysis quantifying the costs and benefits of the fee waiver program. Such an analysis was not conducted
by EPS as part of this scope of work.
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requirements or the in‐lieu parking fee will be waived. In the second year, development
fees will be halved and the zoning review and approval process for first‐floor offices
waived. No financial incentives will be offered in the third year.
Other elements of the policy include technical assistance in forming a voluntary
assessment district; internal building permit review for URM buildings; City
recommendations of architects and engineers experienced in retrofitting projects; and an
extended Mills Act application period for qualified URM building owners, among other
incentives. These incentives will become increasingly attractive as Downtown lease
rates rise and the potential financial gain from redevelopment of URM buildings grows.

PARKING
As Downtown commercial and residential development increases, it will be essential to
provide adequate parking to accommodate additional customers and residents. At the
same time, parking policies should not result in cost burdens that might discourage new
development.
Parking requirements within the Downtown Specific Plan Area are described in the
City’s Zoning Ordinance (Section 31, Off‐Street Parking Requirements). Parking ratios
by use are somewhat lower than the standard for the City as a whole, reflecting the
higher‐density character of Downtown. Developers may choose to pay an in‐lieu fee for
off‐site parking, currently set at approximately $30,000 per space, pending City Council
adoption.
The City has hired consultants to prepare a Downtown Parking Management Plan.
Initial study results found an overall occupancy of 56 percent on weekdays and 45
percent on weekends and identified a peak‐period parking problem in the “Downtown
Core.” The parking management plan will recommend tools to increase the
effectiveness of Gilroy’s existing parking supply and plan for future parking increases.
Tools suggested in initial community meetings include enforcement of parking time
limits, designated employee parking, residential parking permits, and pedestrian safety
improvements. A draft of the Downtown parking management plan is expected in fall
2006.

PUBLIC SAFETY
Public safety concerns are often present in Downtown areas with large amounts of
vacant or underutilized space. While Downtown Gilroy does not appear to have serious
crime problems relative to some communities, safety and poor lighting are among the
issues cited by participants in the Strategic Plan community outreach process. These
concerns could present an impediment to new development and may discourage people
from shopping and dining Downtown or buying new homes.
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City efforts already underway may help improve actual and perceived public safety in
the Project Area and other parts of Downtown Gilroy. Improved street lighting is being
added as part of the City’s streetscape improvement project. In addition, policing of the
area is scheduled to increase; a second Downtown Officer was assigned as of July 10,
adding swing shift coverage (4:00 pm to 2:00 am, Tuesday through Friday) to the
existing daytime coverage (7:00 am to 5:00 pm, Tuesday through Friday). The
Downtown area is generally defined by the Police Department to be bordered by 1st
Street, 8th Street, Railroad Avenue, and Eigleberry Street, though this may expand based
on specific safety issues and needs.
Planned residential development and potential nighttime uses (e.g., restaurants, cafés
offering live entertainment, etc.) may also improve the perceived safety of Downtown
by generating pedestrian traffic throughout the day and evening.
The City could reinforce these efforts by closely monitoring and responding to
Downtown crime, vagrancy, and other issues that may cause public safety concerns.
Extra security, whether provided by the Police Department or private contractors, may
be necessary at new high‐profile public events. Marketing efforts should incorporate
messages that promote the Project Area as a secure, family‐friendly destination. Other
strategies that have proved successful in other communities include “community
ambassador” programs or the addition of a beat cop assigned to patrol the Downtown
on foot or bicycle. These strategies have the added benefit of creating a more welcoming
and community‐oriented Downtown environment.
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VIII. FINANCING TOOLS
A range of financing mechanisms may be available to stimulate private development,
fund public infrastructure improvements, and support marketing efforts and other
economic development strategies as described above. These include various federal and
state grants, tax credits and incentives, special assessments, business improvement
districts, and low‐interest loan programs. This chapter describes key financing tools that
are frequently used to fund Downtown revitalization efforts and may be appropriate for
Downtown Gilroy.

LOCAL PROGRAMS
REDEVELOPMENT AGENCY
Under California law an RDA (RDA) is empowered to issue debt secured by property
tax increment revenue which can be used to assemble land, invest in infrastructure, and
rehabilitate structures in order to encourage private investment. Many California cities
have successfully used RDAs to help finance and implement revitalization efforts within
designated Redevelopment Areas which have been targeted for economic development.
Tax increment revenues are generated by any increase in assessed value within a
Redevelopment Area, above the base value at the time the Area was established. State
law requires that 20 percent of redevelopment revenues be placed in a housing set‐aside
fund to support the development and improvement of a community’s affordable
housing stock. Other RDA funding sources may include grants, loans, and tax allocation
bonds (to be paid back using future tax increments).
An RDA could be established in Downtown Gilroy, based on the required findings of
blight, and would provide a useful source of funding for revitalization activities.
However, there have been several unsuccessful attempts to establish an RDA in Gilroy.
These efforts have met with significant political opposition. Barring a major political
shift, it is unlikely that an RDA is a politically feasible tool for Downtown revitalization.

LOW‐INTEREST LOANS
Many cities throughout the country have special revolving funds through which they
offer low‐interest loans for historic rehabilitation. In some cases, such loans may also be
offered by private local banks or nonprofit groups.

SPECIAL ASSESSMENT DISTRICT/BUSINESS IMPROVEMENT DISTRICT
In a special assessment district, property taxes or fees are raised within a specific
geographic area, with the proceeds going to provide public improvements or services
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that benefit the property owners within that area. Typically there must be a logical
relationship between the assessment method and amount and the benefit received by
associated property owners or tenants. A special assessment district also requires the
voter approval of the owners of a majority of the property within the district. A strong
community network and effective leadership are therefore critical to the successful
formation and operation of any benefit assessment district.
Different types of special assessment districts are supported by specific legislation; the
appropriate type will depend on how the City expects to use the funds generated. For
example, funds generated through a Landscaping and Lighting District (LLD) would be
restricted to construction and maintenance of parks, landscaping, and street lighting;
LLDs may assess both commercial and residential properties.
A Business Improvement District (BID), in contrast, is a form of public‐private
partnership in which business owners within a specific geographic area agree to pay an
annual assessment, which is then used to fund a wide range of services such as
enhanced maintenance and security, marketing and promotional support, and special
programs and events. Assessments on businesses within a BID are collected by the City
but are frequently administered by a Business Association or similar nonprofit group.
BIDs are usually initiated by businesses and therefore require a certain level of shared
interests among business owners. While many existing businesses already participate in
the Downtown Business Association, it may take time before new and existing
businesses feel that they will benefit from making the financial commitment associated
with a BID. In the long term, however, a BID could prove to be an effective tool for
financing Downtown infrastructure and programming.

DEVELOPMENT IMPACT FEES
As discussed above, the City requires new development to pay impact fees for street
trees; water, sewer, and storm drain development; traffic impacts; and public facilities.
Currently, these fees are waived for Downtown development. However, impact fees
collected outside of Downtown or future fees collected within Downtown (in the event
that the waiver is not extended) could be used to support infrastructure projects such as
street improvements, landscaping, and community facilities. The nexus studies
prepared for the City’s public facilities, traffic, and utilities fees include funding for a
number of key Downtown projects, including the Monterey Street work, the Cultural
Arts Center, and the Downtown Plaza.
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DEDICATED TAX INCREASES
With voter approval, special tax increases may be implemented to support specific
programs or infrastructure projects. Two possible tax increase options are described
below.
Sales Tax Increase
A voter‐approved, City‐wide sales tax increase could provide a revenue stream to fund
Downtown development or special programs. If intended to provide dedicated funding
for parking‐related projects, this type of sales tax measure would require a two‐thirds
majority vote of residents and would depend on significant public support. A general
tax increase, in contrast, would require only a simple majority but would not be
earmarked specifically for Downtown projects and might be subject to changing budget
priorities.
Projected TOT revenues for FY 06‐07 are approximately $14.9 million, implying that a
quarter cent sales tax increase would generate an additional $3.7 million annually, with
the amount increasing as taxable sales grow.
Transient Occupancy Tax Increase
Like a sales tax increase, a transient occupancy tax (TOT) increase requires two‐thirds
voter approval if it is to be dedicated to a specific purpose, or simple majority approval
if it is to be a general tax. A TOT increase could provide a revenue stream to secure
Certificate of Participation financing or other form of debt financing for infrastructure
improvements, or to fund ongoing program costs. Gilroy’s TOT rate is currently 9
percent. A 2000 ballot measure to increase this tax to 10 percent was unsuccessful.
Projected TOT revenues for FY 06‐07 are approximately $854,000. Based on this
assumption, a 1 percent TOT rate increase (to 10 percent) would generate an additional
$95,000 annually, increasing as lodging revenues go up.

GENERAL FUND
While the City can choose to dedicate General Fund monies to Downtown projects as its
budget allows, two General Fund revenue sources will be directly affected by
Downtown development and may deserve special consideration as potential funding
mechanisms. Both sales tax and property tax generated within the Project Area and the
rest of Downtown Gilroy are likely to increase as the retail market improves and
property values rise. The City Council could elect to dedicate any new Project Area
sales tax and/or property tax revenues (i.e., above a set “base level”) toward Downtown
infrastructure improvements and special programs. This strategy would mimic the tax
increment financing provided through an RDA. Based on estimated potential new
spending as discussed above, future sales tax from Downtown businesses could be as
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much as $500,000 annually; while more difficult to estimate based on the assessment
process and other factors, increased property tax revenue from new development and
improvements is also likely to be significant. However, such a policy could be revoked
by future City Councils and would therefore not provide a guaranteed long‐term
funding source.

STATEWIDE PROGRAMS
MILLS ACT
Passed in 1972, the California Mills Act allows participating local governments to enter
into contracts with owners of historic properties who actively participate in the
restoration and maintenance of their historic properties while receiving property tax
relief. Mills Act properties are assessed using the “income approach” to value. In other
words, residential properties are valued based on their rental income, which typically
results in a value lower than current market values. Gilroy currently has a Mills Act
policy. The City has eight executed contracts; properties designated with a 3, 4, or 5 on
the City’s Historic Preservation Study (including those located in the Downtown
Specific Plan Area) are eligible for Mills Act contracts. Efforts to publicize the potential
benefits of the Mills Act to Downtown property owners could encourage greater
participation in the program.

CALIFORNIA SEISMIC BOND ACT
The California Seismic Bond Act (RTC Sections 70(d) and 74.5) provides a 15‐year new
property tax break for seismic improvements to URM buildings or buildings identified
by local government as being hazardous to life during an earthquake. Under this Act,
increases in property assessed value based on seismic improvements are not reflected in
property assessment for 15 years following construction.

CEDLI LOANS
The California Economic Development Lending Initiative (CEDLI) is a for‐profit, multi‐
bank community development corporation established to provide investment capital to
small businesses and community organizations throughout California. Under its Co‐
lending Program, CEDLI makes loans to businesses that are not able to qualify for
conventional bank financing. CEDLI funds up to 50 percent of a business’s loan
requirement, while a participating member bank funds the remaining loan. Providing
access to minority‐ and women‐owned businesses is a high priority. Proceeds may be
used for equipment purchase, permanent working capital, business acquisition, lease
hold improvements, financing accounts receivable, and inventory.
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CALIFORNIA DEPARTMENT OF HOUSING
The State of California has several programs to assist localities with housing and
community development, including those described below.

•

Downtown Rebound Capital Improvement Program—Finances the conversion of
vacant or underutilized commercial and industrial structures into residential units,
residential infill, and the development of high‐density housing adjacent to existing
or planned mass transit facilities, through deferred payment development loans to
public and private entities. Funding is not currently available under this program.

•

Multifamily Housing Program—Assists in the new construction, rehabilitation and
preservation of permanent and transitional rental housing for lower income
households through deferred payment loans to public and private entities.

•

Workforce Housing Rewards Program—Provides financial incentives to cities and
counties for their issuance of building permits for new housing affordable to very
low or low‐income households. Grants may be used for construction or acquisition
of capital assets such as traffic improvements, neighborhood parks, bike paths,
libraries, school facilities, community centers, and police or fire stations.

Program funding is contingent upon available state funds and grants are awarded on a
competitive basis.

FEDERAL PROGRAMS
COMMUNITY DEVELOPMENT BLOCK GRANT FUNDS
Community Development Block Grants (CDBGs) provide federal funding from the
Department of Housing and Urban Development (HUD) to support the development of
urban communities with a primary focus on low‐income residents. Designated
“entitlement cities” include the principal cities of Metropolitan Statistical Areas (MSAs)
and cities with populations of at least 50,000. Entitlement cities are eligible to receive
annual funding, contingent on HUD approval of an Annual Action Plan.
Gilroy is an entitlement city, and Downtown Gilroy is in the City’s HUD‐approved
Neighborhood Revitalization Strategy Area. The CDBG grant received by the City for
fiscal year 2006 is approximately $497,500. Funds can be used for building
rehabilitation; infrastructure; services, e.g., assistance to businesses that create jobs for
low income people; and affordable housing development costs (generally excluding
construction costs of new housing).
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In the past, Gilroy’s CDBG has funded a variety of projects Downtown, including
seismic studies and loan repayment for the streetscape project. The CDBG budget
allocates funding to Downtown employment services, the final streetscape loan
repayment, affordable housing development, and technical assistance in forming
neighborhood associations in the area surrounding Downtown. The Housing and
Community Development Department anticipates that in the future more funds will be
directed toward housing rehabilitation and affordable housing development. It is also
likely that CDBG funding allocations will decrease in the near future.
The Housing and Community Development Department also administers the City’s
Local Housing Trust Fund. Revenues in this fund are generated by equity shares and
interest on ʺsilentʺ second mortgages that are paid to the City when below market rate
units are sold and removed from the affordable housing stock. Additional revenues
come from repayments of rehabilitation loans and first‐time homebuyer loans, as well as
interest on the fund balance. The Local Housing Trust Fund can be used for anything
relating to affordable housing and may be available to eligible private developers. For
example, the City is currently advertising the availability of $525,000 for the
rehabilitation of multifamily properties to serve very‐low‐income tenants in the
Neighborhood Revitalization Strategy Area.

FEDERAL HISTORIC PRESERVATION PROGRAMS
The National Park Service (NPS) administers several programs that provide incentives
and funding for historic preservation projects. Two major programs are described
below.
Federal Income Tax Credits for Historic Preservation
Federal law provides an income tax credit equal to 20 percent of the cost of rehabilitating
a historic building for commercial or government use. The property must be a certified
historic structure listed on the National Register of Historic Places or contributing to a
registered historic district. Rehabilitation work must meet federally established
standards, and final determinations of eligibility are made by the NPS.
There are currently eight properties in Gilroy that are on the National Register of
Historic Places. Of these, three appear to be located within the Downtown Specific Plan
Area; an additional two properties are located just west of the Specific Plan Area.
Certified Local Government Program
The Certified Local Government (CLG) Program, administered by the NPS and State
Historic Preservation Offices (SHPOs) provides technical assistance and small grants to
local governments pursuing historic preservation projects. Participating jurisdictions
are eligible to apply for grants to support a range of initiatives relating to the
preservation, rehabilitation, and designation of historic structures; design guidelines and
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preservation plans; archaeological, historical, and architectural surveys; and public
outreach materials. Grants generally require a 50/50 match from other funding sources
or in‐kind services.
Gilroy is not currently a CLG; however, as part of its new URM Ordinance, the City is
planning to investigate whether it might qualify for the program.

FEDERAL LOAN PROGRAMS
The U.S. Small Business Administration (SBA) administers several loan programs to
assist small businesses, typically by acting as a guarantor of loans made through private
institutions. Relevant programs include the 7(a) Loan Guarantee Program, which
provides guaranties to participating commercial lenders who make loans to eligible
small businesses, and the 7(m) Microloan Program, which makes small loans (up to
$35,000) through intermediary community‐based lenders. These intermediaries may
also provide SBA Loan Prequalification assistance.
SBA‐administered loans may be used to pay for a range of short‐ and long‐term capital
needs, and could help Downtown Gilroy business‐owners to purchase and improve
properties for new retail uses.

ENVIRONMENTAL PROTECTION AGENCY BROWNFIELDS GRANTS
The Environmental Protection Agency (EPA) Brownfields Program empowers states,
communities, and other stakeholders in economic development to work together to
prevent, assess, safely clean up, and substantially reuse brownfields (i.e., real property,
the reuse of which may be complicated by the presence of a hazardous substance,
pollutant, or contaminant). The EPA provides financial assistance to eligible
participants through four competitive grant programs: (1) assessment grants,
(2) revolving loan funds, (3) cleanup grants, and (4) job training grants. EPA
collaborates with other EPA programs to identify and make available resources that can
be used for brownfields activities. Up to $700,000 is available per applicant.
While there are no major industrial or potentially contaminated sites within the Project
Area (Historic, Transition, and Expansion Districts), the Cannery and Gateway Districts
include former rail and industrial facilities, as well as existing auto‐related uses, which
may be eligible for brownfields redevelopment.

FEDERAL TRANSPORTATION GRANTS
Major federal funding sources for transportation infrastructure are part of the federal
transportation omnibus legislation, the Safe, Accountable, Flexible, Efficient
Transportation Equity Act: A Legacy for Users (SAFETEA‐LU), signed into law in
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August 2005. These funds are administered regionally by Caltrans and MTC and can be
used for a wide variety of transportation‐related infrastructure projects, from bike paths
to major road improvements. The City of Gilroy received significant MTC support for
Downtown streetscape improvements under the Transportation for Livable
Communities program, and has conditionally received an MTC grant for improvements
to Railroad Street. In the future, the City could pursue funding for additional
Downtown infrastructure improvements.
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IX.

IMPLEMENTATION PLAN RECOMMENDATIONS

Based on the market conditions and demographic trends observed in Downtown Gilroy,
economic revitalization efforts will require an integrated approach built around several
of the concepts and mechanisms in previous chapters. This chapter outlines economic
development strategy recommendations in the categories described in Chapter VIII and
lays out specific steps for implementing each. These interrelated steps are presented
sequentially in Figure 6.

PUBLIC INFRASTRUCTURE IMPROVEMENTS
As noted, the City is already engaged in various
public improvement projects that will enhance
Downtown’s appeal to businesses and
residents. Special attention should be paid to
the creation of public spaces in and around the
Project Area, including the plazas and paseos
described in the Downtown Specific Plan. In
addition to their aesthetic and civic importance,
these amenities will play a key role in the
economic revitalization of Downtown Gilroy.
Despite high sales volumes, Gilroy’s existing
retail shopping centers generally lack
community gathering spaces. Well‐designed
public spaces have the potential to give
Downtown a defined, unique identity that will
set it apart from alternative locations and help
the area carve out a market niche. Public plazas
also provide space for the community events
that may draw new visitors to Downtown
Downtown Livermore Plaza
Gilroy, as well as informal gatherings that will
(Source: Livermore Downtown Inc.)
attract residents and enhance Downtown’s
image as a local meeting place.
The City’s revitalization strategy should acknowledge the importance of public spaces
from an economic development perspective and prioritize the pursuit of funding for
these projects. In addition, public infrastructure projects may offer valuable
opportunities to draw attention to the activity and new development occurring in
Downtown. The recommended steps outlined below should be initiated as quickly as
possible, resources permitting, in the sequence shown in Figure 6.
1. Prepare Plazas Master Plan and identify funding sources. The Downtown
Specific Plan outlines implementation steps relating to the development of
Master Plans for a plaza and several paseos. The City should expedite the
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Figure 6

Downtown Gilroy Strategic Plan
Implementation Chart

Public Infrastructure
Improvements
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Public-Private
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preparation of a Plazas Master Plan and begin to identify and pursue potential
funding sources as early as possible.
2. Initiate design and construction of gateway elements. The construction of
gateways and entry monuments along Monterey Street was identified as a
priority project in the Downtown Specific Plan. The City should expedite this
process, coordinating the construction of gateway features to coincide with the
completion of ongoing street improvements or other Downtown infrastructure
projects.
3. Consider earmarking reinstated development impact fees for Downtown
projects. While the fee waiver appears to have stimulated development over the
past two years, several factors suggest that an across‐the‐board fee waiver may
no longer be appropriate. Current development plans have already created
momentum which, if successful, will carry through to future development. At
the same time, a number of other economic revitalization initiatives outlined here
will provide new incentives for development, further reducing the need for the
fee waiver. If the City elects to end the zero fee initiative as of December 2006,
consideration should be given to prioritizing the fee revenues to fund Downtown
projects. For example, the City might earmark some portion of Downtown
public facilities fees for gateway monuments or the planned plazas.
4. Continue pursuing program to encourage use of banners in Downtown. The
City and/or a private group such as the Downtown Business Association or a
future BID should work to promote the effective use of newly installed sign
hardware by setting a banner fee structure and advertising the program to
potentially interested organizations.
5. Continue to pursue state and federal funding sources for Downtown
infrastructure. Additional funding for public infrastructure projects may be
available through the state and federal housing or transportation grants (e.g.,
CDBG, MTC) that have helped finance past Downtown projects. Chapter VIII
provides a more thorough discussion of these potential funding mechanisms.
6. Use marketing and special events to highlight public investment in
Downtown. Ongoing and future infrastructure work should be leveraged to
help promote Downtown. The Monterey streetscape improvements, for
example, will be a major draw for new development and businesses and could be
effectively publicized with a “ribbon‐cutting” ceremony. Effective marketing
would include advance notification to a variety of media outlets. This type of
event will draw visitors to Downtown while highlighting the City’s financial
commitment to Downtown revitalization. Similar events should be held upon
completion of other planned projects.
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PUBLIC‐PRIVATE PARTICIPATION
As noted, specific sites within the Project Area and elsewhere in Downtown stand out as
opportunity sites, based on their location, ownership, historic significance, or proximity
to Downtown landmarks. Several Downtown buildings and areas have been
preliminarily identified as opportunity sites, including the Strand Theater, buildings
adjacent to key intersections, and buildings adjacent to existing and future Downtown
landmarks such as Old City Hall, the CalTrain Station, the Cultural Center, and the
planned plazas. In addition, strategically located vacant sites (e.g., the Union Pacific
property adjacent to the CalTrain Station) may offer long‐term opportunities for infill
development. While the use of these sites will ultimately depend on the cooperation of
property owners, the City may be able to facilitate and promote redevelopment through
the initiatives described below.
1. Engage in discussions with the sites’ owners to address potential
redevelopment obstacles and pursue options consistent with the market
outlook and goals described above. City staff should be assigned to identify
potential opportunity sites, initiate contact with property owners, and arrange
meetings with owners and their architects (or independent design consultants) to
discuss potential building renovation and uses. The City should consider
facilitating redevelopment by offering in‐house plan review, providing low‐
interest loans, or helping property owners pursue state and federal funding for
building rehabilitation (e.g., historic preservation tax credits, small business
loans, etc.).
2. Coordinate public‐private development efforts with ongoing public
improvements. Downtown infrastructure should be designed to support and
enhance nearby opportunity sites. For example, improvements at key
intersections should emphasize safe and attractive pedestrian access to
surrounding buildings. Discussions with property owners should be
coordinated with relevant infrastructure improvements.

ZONING CHANGES
In general, zoning regulations in the Project Area appear appropriate to their setting. In
order to maintain and enhance the appearance of Downtown, the City should ensure
that regulations governing uses, signage, and building design are adequately enforced.
The City should consider modifying its outdoor dining code to allow larger tables and
dining at the periphery of public spaces, as discussed in the “Business Recruitment”
section of this chapter.
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MARKETING AND BUSINESS RECRUITMENT
MARKETING PLAN
In conjunction with other strategies, a marketing program will enhance Downtown
Gilroy’s image, drawing new businesses, residents, and shoppers. As emphasized
above, any marketing program that is initiated should be closely coordinated with other
revitalization efforts, including City sponsored infrastructure improvements. The
implementation of an effective marketing program should include the following steps:
1. Gather stakeholder input on marketing themes. The City should convene a
group of local business owners and associations, brokers, and other interested
parties to gather input regarding possible marketing themes and approaches.
Special effort should be made to integrate marketing into ongoing efforts by the
Downtown Business Association, Chamber of Commerce, and individual
downtown business owners. Existing events such as the Garlic City Fun Run
would offer opportunities to “test” public responsiveness to specific marketing
themes. For example, the City or Downtown Business Association could sponsor
an information booth focusing on Downtown’s unique history and architecture.
2. Consider using City funds to hire a marketing specialist. In order to
implement the broader “branding” of Downtown, it may ultimately be necessary
to hire a marketing specialist capable of designing and implementing a long‐term
campaign and strategy. For example, such a specialist would be better
positioned than local businesses or the City to generate “free advertising” by
effectively utilizing local and regional media outlets. Seed money from the City’s
General Fund (potentially from sales and property tax generated within the
Project Area) will likely be needed to help initiate and partially fund this type of
marketing effort. Additional initial funding would come from the Downtown
Business Association or a future Business Improvement District.
3. Encourage the formation of a BID to provide ongoing marketing support.
Ongoing funding for consulting and advertising would ideally be pooled from a
group of business owners, whether through an existing organization such as the
Downtown Business Association or through a future BID. As noted previously,
a BID is typically initiated by local businesses. Downtown Gilroy business
owners may not be prepared to participate in a BID until economic development
has progressed further and they feel assured of a return on their financial
commitment. Other City‐initiated economic revitalization strategies may
accelerate Downtown development and create a business environment more
conducive to BID formation. The City should also assign a staff liaison to
maintain contact with the Downtown Business Association and individual
business owners, ensuring that the business community is aware of potential
benefits and has the resources and information to begin the process when ready.
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BUSINESS RECRUITMENT
A focused business recruitment program will help Downtown Gilroy attract desirable
and complementary uses. At this stage, it is recommended that the City focus its
business recruitment efforts on restaurants and other food service. A concentration of
attractive dining options could make Downtown Gilroy a local and regional dining
destination, contributing to a lively day and evening urban atmosphere and generating
business for other types of retail.
Restaurants offering outdoor dining or evening entertainment, as well as those with a
local reputation (e.g., a second location of a restaurant already open in San Jose or other
neighboring city), may prove especially successful. Other food service retailers, such as
an ice cream shop, specialty bakery, or gourmet deli/market, would attract business
outside of traditional meal hours and would hold special appeal for families. An
effective business recruitment program will feature a number of steps, as described
below.
1. Create program to focus on restaurant recruitment. The initiation of a
restaurant recruitment program should be assigned to the Gilroy Economic
Development Corporation. Responsibilities of this assignment would include
analyzing successful restaurants in Downtown and elsewhere in Gilroy’s market
area; analyzing factors contributing to the success of existing restaurants;
identifying particular types of restaurants (e.g., specific themes, menus, service
styles, etc.) that may be missing from Downtown Gilroy or the City as a whole;
and approaching local restaurant operators regarding the possibility of opening
these types of restaurants Downtown. City staff could then work with brokers to
match desirable tenants to available sites. Special efforts should be made to help
restaurants locate in buildings with existing kitchen facilities and in defined
retail clusters such as Gourmet Alley.
City and EDC staff should also enlist the support of Downtown Business
Association representatives and existing restaurant owners to offer their
perspective on the Downtown business environment to potential operators.
2. Establish policies and incentive programs to attract restaurant tenants and
create attractive dining options. As a matter of policy, the City should aim to
expedite all Downtown development requests. Particular attention should be
paid to expediting inspections/permitting for new restaurant and food service
establishments. Outdoor dining should be encouraged through policies that
allow outdoor seating on public sidewalks and near planned public spaces (e.g.,
the plazas and Cultural Center). An illustrated guide to outdoor dining
regulations will clarify the City’s policies and help restaurant operators develop
outdoor dining configurations that are attractive and consistent with Downtown
design guidelines. In addition, the City should consider amending its Street
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Furniture Policy to allow some outdoor dining tables large enough to seat groups
of six to eight, subject to City approval and compliance with sidewalk clearance
and other requirements.
3. Incorporate restaurants and food service into marketing efforts. Marketing and
branding efforts, as described above, should highlight dining and gourmet
shopping opportunities with events and advertising materials that promote
Downtown as a food and wine destination. These efforts will also provide
opportunities to market Gilroy’s unique agricultural heritage with dining
opportunities that highlight the region’s local products.
4. Expand recruitment program to complementary businesses. Based on the
success of the efforts described above, the City may eventually wish to expand its
recruitment program to retail uses that will complement Downtown restaurants
and appeal to a similar demographic. Examples might include a nighttime music
venue or an art gallery with evening hours to attract pre‐ or post‐dinner
restaurant patrons. Such uses might be located near the planned Cultural Arts
Center to contribute to the Civic/Cultural Arts District.

OTHER REGULATORY POLICIES
The City is already in the process of updating a number of regulatory policies pertinent
to Downtown. Recent and ongoing initiatives include the Unreinforced Masonry
Mandatory Retrofit Assistance program, the Downtown Parking Management Plan, and
the addition of a Downtown swing shift police officer. These initiatives should be
publicized by the City to draw attention to Downtown’s improving market conditions
and growing appeal as a residential and commercial area.

83

P:\16000s\16012gilroy\Report\16012DraftRpt6.doc

