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s discussed in chapters 4-7, technological change in addi-

tion to other economic, political, and social phenomena

is redistributing people and opportunity across the Amer-

ican metropolitan landscape. Outer suburban and exur-
ban areas, on the whole, have prospered in this redistribution,
gaining large increases in population and both high-skilled and
lower-skilled jobs. At the same time, the position of the urban
core has become more precarious. The growth of producer ser-
vices and some population increases through immigration have
kept core economies viable. Nevertheless, problems of poverty,
crime, and infrastructure abandonment have become increasingly
entrenched. This chapter examines some of the mechanisms that
account for the problems of the urban core and discusses possible
sources of renewal. Finally, the chapter focuses on the issue of
brownfields—abandoned, often contaminated, commercial and
industrial sites—which is a major impediments to improving job
opportunities in the core.

TECHNOLOGICAL CHANGE AND URBAN

ADAPTATION?

The close relationship between cities and technology—including
transportation, infrastructure, telecommunications, process
technology and industrial and work organization—Ileads to mis-
matches and conflicts. Productive systems, especially in market-
based economies, are characterized by their fluidity and openness
to change, particularly stemming from the introduction of new

1This section is based in part on Brian Berry, “Classification Systems for U.S. Cities,” | 219
report prepared for the Office of Technology Assessment, January 1995.
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technology systems. Enterprises die and are born, The history of the American economic system
contract and expand, move and reorganize, devek littered with failed enterprises that, because of
op new products and adopt new process technolthe nature of their products, processes or manage-
gies. Likewise, although slower to change, thement systems, were unable to adapt and went out
population’s income, demographic characteris-of business to be replaced by firms better suited to
tics, skills, and lifestyles also change and evolvethe new environment. Likewise, some cities have
leading to new preferences for choices of regiondyeen well-positioned or able to adapt while others
cities and neighborhoods. have not. Some places will be able to adapt more
In contrast, cities and their institutions adapteasily than others because their location, infra-
more slowly. Without adaptation, buildings can bestructure, business or population are more suited
abandoned or underutilized and land can become the new environment. In addition, because ad-
vacant. Institutions can become rigid and poorlyaptation is first and fundamentally a manmade
suited to new challenges. Workforce skills and caprocess of investment and disinvestment, some ci-
pacities can diverge from new workplace needdties will simply be organized to do better than oth-
Moreover, for some segments of the populationers. Thus, the history of American cities is in one
especially lower income groups, adapting to ecosense a story of cities growing and prospering dur-
nomic change is difficult, resulting in mismatchesing certain technological epochs and then either
between skills, attitudes, and opportunity. Be-adapting to the next phase, or not making the tran-
cause these population groups are more heavilition and declining or stagnating in real or rela-
concentrated in certain regions and parts of metive terms.
ros, these places have felt the effects more pro- OTA concludes that the current wave of techno-
foundly. logical change will continue to cause metropolitan
As aresult, there are two problems with adaptaareas to grow. The United States. is not undergo-
tion. First, cities designed to fit old production ing and will not undergo in the immediate future a
systems cannot change as quickly. Second, and esdical deconcentration of employment and popu-
a result, new production systems often locate itation to small towns and rural areas. Neverthe-
new places and spaces built to fit new systemkess, the advantages of some higher-cost, and
more closely. Moreover, the ability of places tousually the largest, metropolitan areas, such as
adapt to change depends on a number of factorllew York, Boston, Los Angeles, and San Francis-
but perhaps none so important as the speed ob, are weakening. The national redistribution of
change in production systems. When productiomconomic activities due to sectoral and residential
systems are evolving slowly or along linear, wellchange is also having a dramatic effect on the loca-
trod-paths, most cities have an easier time keepingpn of jobs and residences within metropolitan
up. In contrast, when production systems arareas. As late as the 1960s, most core cities had ad-
transformed in sudden, discontinuous ways, asantages stemming from agglomeration and
has happened a number of times in the history afentrality (in terms of travel from the suburbs) that
America, and appears to be happening today, coutweighed their high costs. However, technolog-
ties have a harder time adapting. For the speed &=l change and other factors have reduced and
well as the discontinuity of the change brings newontinue to reduce the privileged position of the
infrastructure needs and systems, new sectors agdre, in some sense making it one of several “edge
jobs with their own locational imperatives, andcities” within the metropolis. By widening the po-
new process technologies that change locationaéntial number of sites available for business loca-
calculus. The results are mismatches, with somton, technology has accentuated the tendency for
places well-suited to new production systemgobs to follow people to the suburbs, reducing in-
growing rapidly, and others less well-suited grow-vestment and jobs in many urban cores. Moreover,
ing more slowly or even declining. urban core economies, particularly the central
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business district, increasingly contain more speing on the competitive advantages of the different
cialized functions employing skilled and educatedoarts. In the 1980s central cities within fast-grow-
people. In contrast, lower-skill work—particular- ing metros did better than central cities within
ly in goods production, transportation and dis-slower-growing metro3.Thus, urban core prob-
tribution—has increasingly migrated away fromlems of unemployment and poverty tend to be
the core to the suburbs. These changes have ledwarse in the stagnant or declining metropolitan re-
reduced opportunities for low- and moderate-ingions of the Northeast and Midwest as compared
come urban residents and to reduced investmemd the South and West.
and an increasing underutilization of the built en- Second, problems exist with the structure of
vironment (land, buildings and infrastructure), job opportunities for low- and moderately-skilled
with resultant fiscal problems for many urban coreyorkers, even in healthy metropolitan economies.
governments. The spatial mismatch between the suburban
location of new jobs, especially blue collar jobs
JOB OPPORTUNITIES FOR URBAN CORE  and jobs requiring lower education and skill lev-
RESIDENTS els, and lower-skilled, often minority residents in

The weakening of many urban economies and th&e core has increased in the last two decades.
change in their sectoral and occupational comThe spatial mismatch hypothesis is controversial,
position will affect the economic opportunities but scholarly research does seem to indicate that
available to low- and moderate-income core resispatial mismatch has gotten worse in the last dec-
dents, particularly minorities. ade as more low-skilled jobs than low-skilled
First, as discussed in chapter 3, a number oforkers have migrated to the suburbs, an effect
metropolitan areas have experienced economighich is more pronounced for blacks than for
decline or stagnation, in part because they hawhites? Whites appear to adapt to spatial change
been unable to adapt adequately to the new econaore easily than blacks by being more able to re-
my. In these economies, unemployment is highelocate to the suburbs. Furthermore, research
for low- and moderate-income persons in the urshows that decentralizatiomistoffset with long-
ban core than for similarly placed people iner commuting among blacks and central city resi-
healthier metropolitan economies. There seems tdents® On the contrary, blacks and inner-city
be a positive correlation between overall metrofesidents travel shorter distances to work than
politan growth and growth in most portions of thesuburbanites but take considerably more time
metropolitan area, including the central city.traveling to work and when searching for work.
People are attracted to a metropolitan area arlddeed, Holzer, Ihlanfeldt, and Sjoquist found that
then are dispersed throughout the region, depenthe time spent traveling per mile for black central

2 Mark Alan Hughes, “Formation of the Impacted Ghetto: Evidence from Large Metropolitan Areas, 197041880 ,Geographyvol.

11, No. 3, 1990, pp. 265-284; Timothy J. Barfikpnomic Development and Black Suc§@&sshington, DC: U.S. Department of Commerce,
Economic Development Administration, 1993).

3 Harry Holzer, Keith R. Inlanfeldt, and David L. Sjoquist, “Work, Search, and Travel Among White and Black Youthgl of Urban
Economicsvol. 35, 1994, pp. 320-345; Keith R. Ihlanfeldt, “The Spatial Mismatch Between Jobs and Residential Locations Within Urban
Areas,"Cityscapeyol. 1, No. 1, 1994, pp. 219-244; John F. Kain, “The Spatial Mismatch Hypothesis: Three Decadel dasérg Policy
Debate vol. 3, 1992, pp. 371-460; Christopher Jenks and Susan E. Mayer, “Residential Segregation, Job Proximity, and Black Job Opportuni-
ties,” Lawrence E. Lynn, Jr. and Michael M. McGreary (edisnjer-City Poverty in the United Stat@&ashington, DC: National Academic
Press, 1990).

4 Hispanics appear to fall between non-Hispanic whites and blacks. See Keith R. Ihlanfeldt, “Intra-urban Job Accessibility and Hispanic
Youth Employment Rates,JJournal of Urban Economicspl. 33, 1993, pp. 254-271.

5 Holzer et al., op. cit. footnote 3.
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city residents is twice that of suburban whitesgcore residents and urban core jobs has increased.
partly because more whites use their own car t@he skill level of jobs in many industries is rising,
get to work than do blacks (69 percent for whitesand likely to continue to rise. For example, as the
versus 43 percent for blacks), who are more demany information-based service industries use
pendent on public transportation. Poor residentiainore technology and less labor, the skill require-
and transportation mobility inhibits job accessi-ments of the labor force increases. Not only are or-
bility. Job decentralization, moreover, also inhib-ganizations leaner, they must respond faster and
its the flow of information about job they mustcomplete tasks correctly the first time.
opportunities, because information regarding joldn flat organizations there is no place to refer diffi-
opportunities decreases with distance. Many jobsult questions, catch errors, or develop successors
are discovered through informal social networkshrough on-the-job training. Employers expect
and much hiring is done on the basis of personakchnical proficiency in operational aspects of the
knowledge of job candidates or referrals. Becausbusiness. Moreover, in many service sectors,
inner city residents do not live near suburban jobsnany lower-skill office jobs are disappearing and
they may have more difficulty getting vital in- in their place are more complex customer service
formation about openings, as well as support durand back office jobs. Customer service employees
ing the application process. increasingly must have the personality to respond
Spatial mismatch, then, has a number of importo customers, conventional speech patterns, be
tant effects on the employment of central city resiable to solve problems on the spot, and know the
dents, which are particularly pronounced amongroducts thoroughly. In addition, perceived or ac-
blacks. Most importantly, it leads to greater andual work ethic differences play a rolén many
longer unemployment among low-skilled centralfunctions, such as customer service, advanced
city residents. The duration of unemployment iscomputer technologies make work much more de-
25-30 percent longer for blacks than whites, as thenanding, for example, by eliminating pauses to
former are more heavily concentrated in central cirest as customers’ files take time to come up on the
ties® Spatial mismatch also leads to lower wageserminal.
in the central city because a large supply of low- As discussed in chapter 3, these sectoral
skilled workers bids wages down. And for thosechanges are reflected in the transformation in
who do commute, job decentralization increasegducational levels of central city employees (re-
the cost of commuting, lowering the net pay ofgardless of place of residence). Employment op-
central city residents working in the suburbs. Spaportunities for those with a high school education
tial mismatch is not the only cause of major em-or less, a larger proportion of whom are found in
ployment problems for disadvantaged urbarthe urban core, have declined dramatically. Skills
residents, but it does contribute to difficulties. and spatial mismatch have combined to lower em-
Third, as production has reorganized, in part aployment rates, particularly among minorities.
a response to technological change, skill andhough notthe only cause, unemployment among
educational requirements for many jobs in metromale high school dropouts and high school gradu-
politan areas, particularly in central cities, haveates is a big contributor to central city poverty,
increased. As a result, tiskills mismatch be-  which has risen rapidly over the past 20 yé&ars.
tween the skills and educational levels of urbaraddition, a contributing factor to the declining

6 Ibid.

7U.S. Congress, Office of Technology Assessmélarker Training: Competing in the New International Econofwashington, DC:
U.S. Government Printing Office, September 1990).

8 William Julius Wilson;The Truly DisadvantageChicago: University of Chicago Press, 1987)
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BOX 9-1: Work-Based Learning: Jot

With nearly 40,000 people employed by companies doing business at the port, and many thousands
more working in nearby port-related enterprises, Port Newark-Elizabeth, located on the New Jersey side
of the New York-New Jersey port, is one of the New York area’s most important centers of commerce In
response to concerns expressed by port businesses about their need for better-trained personnel, the
New York-New Jersey Port Authority, in cooperation with the community colleges of Essex and Union
counties, established the Jobsport Educational Institute.

Jobsport offers a mix of basic and specialized training programs They include GED courses, work-
place literacy training, English as a second language—increasingly important m a community in which
immigrants represent a steadily growing share of the labor pool—and training in computer information
systems. One of Jobsport's most innovative programs is geared to training front-line supervisors in
transportation, distribution and other trade-related businesses. The program covers topics such as mo-
tivating workers, delegating authority, dealing with “problem” employees, and union relations

Jobsport also provides more specialized training programs at the request of individual employers—
for example, training in the processing and preparation of imported automobiles for distribution to deal-
ers, and training of customer relations staff. The programs can be conducted either at Jobsport's train-
ing center, or at the employer's facilities

In addition to its training programs, Jobsport offers residents of the communities around the port—
which include some of the poorest neighborhoods in the New York metropolitan area—an easily acces-
sible source of information about employment opportunities in port-related businesses

earnings and employment prospects of the central
city poor, particularly minority poor, is their in-
creasing isolation into racially and economically
segregated neighborhoods. The end result is, as
Hughes notes, the concentration of poverty and
the reconcentration of opportunity.’

IMPROVING OPPORTUNITIES FOR

URBAN CORE RESIDENTS

There are three general approaches for improving
the fortunes of residents of the urban core who
have been hardest hit by contemporary economic,
technological, and spatia change. First, following
from the notion of skills mismatch, is improving
the education and skills of core residents. Improv-
ing the performance of urban schools is a critical
task. However, attention must not only be paid to
the quaity of public education in the core, but aso

its applicability to industry needs. Some have sug-
gested the need for enhanced technical training
and apprenticeship programs for the non-college-
bound.” An example is the New York-New
Jersey Port Authority’s Jobsport program, which
offers a notable example of cooperation between
a transportation agency and local educational
institutions in meeting the human resource needs
of goods movement enterprises, while at the same
time helping local residents gain access to job and
training opportunities (see box 9-).

Second, following from the idea of spatial mis-
match, is the need to improve the access of central
city residents to suburban jobs. This can be done
either by improving transportation links between
the core and the suburbs or by helping core resi-
dents move to the suburbs. Given the difficulty of
“opening up the suburbs,” at least in the short-run,

‘Mark Alan Hughes, “Luncheon Address: Reverse Commuting in a Policy Context” in American Public Transit Association, Access to
Opportunity: Linking Inner-City Workers in Suburban lobs (Washington, DC: American Public Transit Association, 1994).
10 U.S. Congress, Office of Technology Assessment, Learning to WorkMaking the Transition from School-to-Work, OTA-EHR-637

(Washington, DC: U.S. Government Printing office, September 1995).
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Hughes suggests a mobility strategy would helgive job seekers but also to work with employers to
the inner-city poor reach suburban jobs, therebydentify openings. For example, Suburban Job
lowering unemployment and poverty ratés. Link in Chicago performs this role to link disad-
Clearly there is an important role for public massvantaged residents on the near-west side to subur-
transit in this regard. However, efforts need to gdban employers.

beyond this to also improve linkages with em-  The third general approach to improve the for-
ployersl2For instance, Ihlanfeldt agrees that pro-tunes of core residents is by providing new job op-
grams that enable more efficient job searching angortunities in the core through a variety of
provide incentives for employers to improve ac-“reurbanization” strategies. Reurbanization refers
cessibility to urban blacks are necessary. But, bae increasing the level of use of, and capital invest-
cause inner-city residents are often limited in theifent in, urban land and infrastructure. Reurba-
access to jobs due to dependence on public trangization does not imply a return to a traditional
portation, he argues, there is a need for privatizamonocentric urban form. A more likely outcome
tion, allowing entrepreneurs or private/public of reurbanization is a multinodal urban structure
partnerships to provide reverse commute serviceg which revitalized suburban centers are encour-
An example is development of shuttles runningaged. Nor does it necessarily imply an increase in
from public transportation nodes along major subnet population densities, although gross densities

urban roads to take commuters to and from placegre expected to increase through a more effective
of work. Suburban employers might also take a,se of vacant and marginal lands.

role in providing transportation for their em-
ELolggfss as participants in public/private partnerFACTORS FACILITATING
Analysts stress that these strategies are more é?—EURBANIZATlON
fective when complemented by others such as th@ver the past decade there have been a number of
Earned Income Tax Credit to supplement wages gfconomic and demographic forces driving reurba-
entry-level jobs, making employment a more at-hization. There are some small pockets of revital-
tractive option and offsetting the transportationization based on gentrification by middle- and
costs of longer commutéd. Resolving spatial upper-income households and the revitalization of
mismatch also demands improving the job in-working- and middle-class neighborhoods into vi-
formation systems which might supply inner-city brant ethnic immigrant enclaves. Richard Nathan
residents with information on suburban job openhas called these places “zones of emergekie.”
ings and help create matches between the twdNew York City, for example, Korean, Chinese,
Often non-profit intermediary organizations canand Japanese businesses have revitalized the
play an important role, not only to screen persped-lushing neighborhood. It may be that these quiet

11Mark Alan Hughes, “Employment Decentralization and Accessibilitwitnal of the American Planning Association Jop@lmmer
1991, pp. 296-97. See also American Public Transit Association, op. cit., footnote 9.

12 stephen Blake, “Inner City Minority Transit Needs in Accessing Suburban Employment Centers,” (Washington, DC: National Associa-
tion of Regional Councils, 1990).

13Keith R. Inlanfeldt, “The Spatial Mismatch Between Jobs and Residential Locations Within Urban Atéaskegional Growth and
Community Development Conferent®93, pp. 25-6. See also Robert J. Klein, “Access to Jobs: A Public Transit Agency'’s Initiative for Pri-
vately Operated ServiceTtansportation Research Recoxabl. 1349, pp. 118-120; and Sandra Rosenbloom, “Reverse Commute Transporta-
tion: Emerging Provider Roles,” (Washington, DC: U.S. Department of Transportation, March 1992).

14 |hlanfeldt, ibid.
15 Richard NathanA New Agenda For Citigg\nnapolis Junction, MDNational League of Cities, 1994).
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changes are what constitute real revitalizationtage many core cities enjoy may become more im-
Wolman, Ford, and Hill argue that big, physicalportant if Clean Air Act mandates for employer
redevelopment projects downtown seem like suctrip reduction programs are enforced. Many
cessful change, but on the whole do not translatetates, for example, enacted employer trip reduc-
into increased economic well-being for resi-tion programs requiring large employers in non-
dentst® attainment areas, normally the largest
Reurbanization might also be based on a nummnetropolitan areas, to submit plans that would in-
ber of competitive strengths, which if enhancedcrease the ratio of employees to vehicles arriving
could help cities maintain employment. First, at their work sites. The Employer Trip Reduction
many downtowns still have strong agglomerationprogram may favor center city employers, since
economies. Providers of higher-order bUSineSﬁ'lore of their emp|0yees use mass transit. It may

services are clustered dOWﬂtOWﬂ, making it eaSi%lso encourage more experiments with telecom-
for face-to-face learning and innovation to occurmuting.

In addition, the central business district (CBD) is Third, while in many metros the cost of land
still a prestigious location in most metros. Theand labor in central cities is higher than in the sub-
best hotels are often downtown; exclusive clubgirbs, market forces are likely to lead to some read-
where business leaders can meet and exchange jastment. In a number of cities, the glut of office
formation and develop informal networks are nor-spaces in the CBD combined with strong demand
mally located downtown; and an address such & the suburbs, has meant that companies can
“Wall Street” or “Michigan Avenue” is still desir- move to new offices at very low cost. For exam-
able for some businesses. The relative centralizgle, in 1987, net rent for the Sears Tower was
tion of higher-order business services shows tha$22-26 per square foot, while operating costs were
agglomeration economies are still an importan$6.50 and taxes $8.50. However, because of the
source of competitive advantage. While this willmovement of Sears to the suburbs and the glut of
continue to be a source of strength for central ciClass A and B office space in the downtown, it
ties, advances in information technology are likenow rents for $22 gross, while net rent is now
ly to weaken its importance (see chapter 4)close to $1 per square fobt.
Moreover, the producer services boom of the Similarly, in many metrositis hard to get work-
1980s is unlikely to be repeated. ers in the suburbs, particularly for lower-wage
Second, in many older cities, such as Philadelroutine jobs, since so many firms have moved
phia, New York and Chicago, transit provides exthere. For example, in Milwaukee, where metro-
cellent accessibility to the CBD, particularly for politan unemployment rates are 3.8 percent, a
lower-level employees, thus enhancing its attrachumber of manufacturers have expressed interest
tiveness as a business location. Although passein locating a portion or all of their employment in
gers are often not enthusiastic about the quality ahe central city in order to access the urban labor
service, regional rail lines in many cities do pro-force, as long as environmental (brownfield) and
vide a viable alternative to driving into the city. In crime problems can be solvégl.
most cases, tickets cost less than parking, and in If core and suburban costs begin to converge,
some cases travel time is less. The transit advawities will increasingly rely on firms that are pay-

16 Harold L. Wolman, Coit Cook Ford I1I, and Edward Hill, “Evaluating the Success of Urban Success Stdvas Studiesvol. 31, No.
6, 1994, pp. 835-850.

17 Discussion with Philip Domenico, John Buck Co. (Building manager, Sears Tower), September 1995.

18 Sammis White, M. Marc Thomas, Nicholas A. Thompson, “Changing Spatial Patterns of Employment Location: Milwaukee, Wisconsin,
1979-1994," report prepared for the Office of Technology Assessment, 1995.



226 | The Technological Reshaping of Metropolitan America

ing less rent and employing lower-wage workersFACTORS INHIBITING
Just as rural America was the site of much lowREURBANIZATION®

wage manufacturing because of cheap labor anfhere are a range of factors that are likely to inhib-
land, America’s urban cores may become home tg (o ,rhanization. The most obvious constraint is

low-wage manufacturing and services, particulargconomic: first, the high costs of site acquisition,

ly those tied to markets or agglomeration econo:

_ Ereparation and rebuilding; and second, the ab-
mies. Rural areas that rely on a low factor cosLence of a strong demand for inner-city locations

strategy can gain needed jobs and developmeninq oider buildings. Urban America already has
but have difficulty increasing standards of living. 5, excess supply of serviced land and building
The same may become increasingly true for Citiesspace.

Property utilization §trategies that companies ' Tnege problems are exacerbated by a series of
employ may also benefit the core. For example, 8 stitutional constraints that add to the expense of
companies attempt to minimize the cost of doingging |and in the core. In older districts, titles to
business, many eliminated leased space in favor gf g nerty are often obscure, missing, contested, or
ownership. The glut of low-cost buildings in the tieq yp in court. Any attempt at large-scale rede-
core may be attractive to many companies; that ige|opment invariably involves the acquisition of
owning office space in the central business districtjias in multiple ownership, thus multiplying
may be cheaper than leasing space in the suburhg,qis and legal difficulties. Moreover, most older

For example, Colonial Penn Life Insurance, §,rhan districts also are enmeshed in a myriad of
long-established tenant leasing in downtown,yerjapping and often contradictory institutional
Philadelphia, had been looking for a new locationgqyjations affecting the use of land and buildings
for its headquarters and was considering the subg the provision of public goods and services. In
urbs. However, it was able to buy a building closg;ompination these tend to freeze urban landscapes
to its current one in the downtown at a very 10wy theijr current state. The rigid nature of zoning is
cost. Total costs, including renovation, were less, ~ase in point, and other examples include occu-
than half of buying or constructing a building in pancy standards, building bylaws, fire codes, and
the suburbs. _ . __ parking requirements.

Finally, politics, regulations, image and civic ' Thjrg, most inner cities are characterized by
commitment keep many companies in the Coreyg|atively high property and business taxes and
even if suburban locations are cheaper. Major €ig fees for services compared to their suburban
ployers in many cities are often sensitive t0 theqynterparts. In the absence of region-wide or
city’s position, and they know they will win politi-~ siate-|evel revenue sharing, these taxes serve as a
cal and public goodwill by keeping offices in the seyere impediment to redevelopment and adapt-
city. Regulatory bodies and union pressure alse reyse, and a major stimulus to extensive subur-
keep employment in the core. For example, WheRanjzation. With the loss of many middle-class
Provident Mutual merged with Covenant Mutual, resigents to the suburbs and the continued decline
the company began to move employment out Of¢ state and federal aid to local governments, fis-
downtown Philadelphia to the suburbs, but the.5| gisparities between the central city and the
Pennsylvania Insurance Commissioner approvegd, o, rbs have increased. In 1987, residents in cen-
the merger on the condition that no more than 10Q, cities paid 25 percent more per capita in taxes
jobs leave. Public Utility Commissions have ihan residents in the suburbs. Adjusted for income

placed similar pressures on telecommunicationge difference is 44 percent, increasing from just
operations.

19 This section is based in part on Larry S. Bourne, “Reurbanization and Urban Land Development: U.S. Cities in a Comparative Context,”
report prepared for the Office of Technology Assessment, May 1995.
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18 percent in 19840 Tax rates in central cities are would close off a number of streets to create an in-
higher than in suburbs because of higher socialustrial park with one secured entrance.
service costs, declining residential tax bases, in- Finally, in the view of many local government
creased infrastructure maintenance costs, aralthorities, the mostimportant constraint on reuse
sometimes less efficient government. For examand redevelopment is environmental. Authorities
ple, tax rates on office space in DuPage Countgite excessively high and rigid standards for envi-
outside Chicago are about one-third of rates imonmental cleanup of older sites (especially con-
Chicago. In Philadelphia, taxes and maintenanceaminated industrial sites), the uncertainty of
costs are also at least $1 per square foot higher downstream cleanup costs, and the potential legal
the CBD. Moreover, many cities levy a wage taxand financial liabilities associated with cleanup.
Philadelphia’s current wage tax is 4.96 percent foT his is generally discussed in terms of the issue of
city residents and 4.31 percent for those who onlgbandoned land and buildings known as brown-
work in the city. fields. The rest of this chapter is devoted to this is-
The general absence of a strong demand for irsue.
ner-city locations and older buildings in most

American cities is made worse by the prevai"ngUNDERUTILIZATION OF URBAN CORE

images of suburbia as places for living and in- .
. . L FRASTRUCTURE: THE PROBLEM OF
creasingly for business, and of central cities a ROWNEIELDS

places to avoid because of decay and crime. Yet)
many firms report that they would stay downtownThe extent of misallocation and underutilization
if it were safer and more attractive. One innovaf urban land and buildings and the premature wri-
tion to improve the image of the central city is thetedown of investments in the built environment is
business improvement district, or BAb.These largely unknown. Municipalities do not keep data
are ostensibly private organizations that are alon the number of vacant sites, let alone the under-
lowed to tax commercial property within pre- use of land and buildings. A number of cities,
scribed districts in order to provide extra policeamong them Pittsburgh, are beginning to develop
protection, sanitation, and other managemennventories of larger unused sites that might be
functions. Now operating in the central businessiseful for commercial or industrial users, with the
districts of many large cities (among them Newaid of geographic information systems technolo-
York, Philadelphia, and Baltimore), they havegy. Despite the absence of documentation, there is
been effective in combating “crime and grime” general agreement that vacant, derelict and aban-
within their districts, but not in the larger commu-doned land and buildings in older cities are signif-
nity where the problems are much worse. Suclcant and growing.

privatization innovations are not limited to the The city of Detroit, perhaps more than any oth-
CBD. In Chicago, for example, local officials er city, illustrates the scale and complexity of land
have considered making design modifications t@nd building abandonment. Since 1950, the city
existing industrial areas to make them more sehas lost more than 50 percent of its manufacturing
cure. In many older areas a number of manufactubase. Its population has declined from 1.9 million
ing firms are often located in small, detachedn 1950 to about 1.0 million in 1990, and slipped
buildings along several city blocks. One proposafrom 45 percent of its Metropolitan Statistical

20 Roy Bahl “Metropolitan Fiscal DisparitiesCityscapevol. 1, No. 1, 1994, pp. 293-306.

21william J. Mallett, “Managing the Post-industrial City: Business Improvement Districts in the United Stagesybl. 26, No. 3, 1994,
pp. 276-287.
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Area (MSA) population to less than 21 percentscape and infrastructure. In the eight-county
Given that the population of the entire southeasPittsburgh region there are approximately 450
Michigan region has remained more or less stablabandoned and possibly contaminated sites, with
since 197@? the impact on the city of continued an average size of 2.5 acres, totaling 1,125 acres or
population and employment decentralization hag square miles. This does not include small vacant
been dramatic. Because Detroit's most rapidpts25
growth took place later than most industrial cen-  The existence of potentially contaminated and
ters in the Northeast, its initial building and pPopu-agbandoned property iS not a new prob|em in many
lation densities were lower, and thus the amouninetropolitan areas, especially older, central cities
of land and infrastructure left idle by the rapidly and suburbs. Where industry has closed or moved,
declining population, housing stock and indus4and and buildings are left behind, idled, or under-
trial base is huge. Some estimates, provided by Iqgtjlized, jobs are lost, and local tax revenues re-
cal researchers and supported by other sourcegyced. Recently, significant attention has focused
suggest that over 30 percent of the physical langp these sites, referred to as brownfields, and the
area of the city is either vacant or near-vacant angroplems associated with their cleanup and reuse.
IS Increasing. The Environmental Protection Agency (EPA) de-
Like Detroit, the Pittsburgh story of massive fines prownfield as: “abandoned, idled or under-
deindustrialization, blight, and long-term eco-ysed industrial and commercial facilities where
nomic adjustment is well knowd?. Once the expansion or redevelopment is complicated by
country’s iron, steel, and coking center, with therea| or perceived environmental contamina-
highest proportion in the country of its labor forcetjon.”26 Often the sites were, or may still be to a
in manufacturing (40 percent), Pittsburgh’s indus{esser extent, used for industrial or commercial ac-
trial structure has been in decline since World Wafjyities where hazardous substances were han-
Il. The population of the city, once over 677,000,dled, manufactured, or stored. The extent of
is now less than 380,000. The city is also politicalcontamination at brownfield sites ranges from low
ly fenced in; it is one of 130 municipalities within or moderate to extremely hazardous. Even aban-
Allegheny County, and is set within an equallydoned properties with no contamination can suffer
fragmented urban region. In the last twenty yeargrom the stigma of brownfields until a site assess-
it has lost over 60 percent of its manufacturingment determines they are clean. Even then, prop-
jobs24 (The decline has been greater for manyerties with poor development potential may
smaller communities along the Monongahelaremain underutilized.
River). As a consequence, and given its restricted A small number of brownfield sites may have
site, Pittsburgh has inherited a massive problem dfigh levels of contamination and are candidates
vacant and underused property, much of it confor addition to the EPA's National Priorities List or
taminated, as well as an outmoded industrial landsimilar state priority lists. A large number of con-

22 gputheast Michigan Council of Governments (SEMCQ@hd Use Tools and Techniqu@@etroit: SEMCOG, 1994).

23R, Beauregard, P. Lawless, and S. Deitrick. “Collaborative Strategies for Reindustrialization: Sheffield and Piteimngimit Devel-
opment Quarterlyvol. 6, No. 4, 1992, pp. 418-430.

24Evan Stoddard, “Urban Redevelopment and Environmental Recovery: The Experience of Pittsburgh,” paper presented at the Internation-
al Soil Congress, Austria, September 1994.

25 Discussion with Joel Tarr, Carnegie Mellon University, July 1995.

26 Timothy Fields, Jr., Deputy Assistant Administrator, Office of Solid Waste and Emergency Response, U.S. Environmental Protection
Agency, “Federal Agency Brownfields Initiatives,” presented at the Environmental Law Institute’s Redeveloping Brownfields Workshop,
Washington, DC, Mar. 28, 1995.
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taminated sites will never be put on these lists be- Brownfields complicate economic develop-
cause they are not badly enough contaminated enent in many communities. In large part, this is
have not been evaluated. Information about manigecause legal uncertainties attend brownfields, in-
sites is currently unavailable. The threat to publicluding difficult and costly cleanup requirements,
health from brownfield contamination varies cleanup standards, liability, and the availability of
widely (and is unknown in some cases), dependinancing. Thus, brownfields contribute, in part,
ing on the nature and extent of contamination, théo reduced economic development and job cre-
exposure patterns, and the use of the site and swtion in urban areas, particularly in central cities
rounding area. and older suburbs. Brownfields may also lead to
Estimates of the number of brownfield sites indevelopment of previously unused land on the ur-
the United States vary from tens of thousands tban fringe, creating urban sprawl, traffic conges-
nearly 450,000 sites; the number of acres involvedon, and loss of open spate.
is equally uncertain. The sites vary from less than Brownfields are getting more attention now
one acre to hundreds of acres. Many sites are copartly because old, abandoned infrastructure, such
centrated in the Northeast and Midwest butas factories, mill sites, and warehouses, were not
brownfields are also common in the South andonsidered a threat to either human health or the
West and represent a wide variety of past indusenvironment until the mid-1970s when concern
trial and commercial uses. Brownfields are fre-about contamination ro$8.0Over time and with
quently identified with distressed urban areasthe creation of the Superfund law in 1980 in the
particularly central cities and inner suburbs. Manywake of Love Canal, the complicated environ-
of these areas have undergone deindustrializatiomental and liability issues surrounding many of
leaving abandoned and contaminated lands an#lese properties became better known.
buildings, making redevelopment difficult. In all  Addressing the problem of brownfields is a
cases, as a known or potentially contaminated sitgomplex task partly because of the many stake-
brownfield property is worth less than propertyholders who are interested in these sites. Brown-
known to be clean. field discussions involve property owners,
Some metropolitan regions have recently initi-developers, bankers, environmental consultants,
ated brownfield inventories. Chicago, for exam-insurance providers, environmental and commu-
ple, has identified over 2,000 brownfield sites innity development organizations, and regulators
its metropolitan region, involving approximately from all levels of government. Each stakeholder
1,500 acres of underutilized land, which is nearlygroup has interests and concerns that must be con-
18 percent of its planned industrial acred@n  sidered in the context of the alternative perspec-
the West Coast, Portland has identified approxitives represented by other parties. Based on a
mately 40 sites involving nearly 400 acres of unteview of the brownfields literature and reports
derutilized lanck® from the major brownfields forums recently under

27U.S. Congress, General Accounting OffiReuse of Urban Industrial Sites8AO/RCED-95-172, (Gaithersburg, MD: General Account-
ing Office, June 1995).

28 |nstitute for Responsible Management, Inc., “State Brownfields Policy and Practice,” Conference Proceedings, Boston, MA, January
1995, p. 57.

29 Bourne, op. cit., footnote 19.

301n 1976, the Resource Conservation and Recovery Act was enacted by Congress, and New Jersey adopted the New Jersey Spill Com-
pensation and Control Act, a state “superfund” law.
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way (in Chicago and Cuyahoga County, Ohio), The uncertainties related to environmental re-
there appears to be some agreement on the primaediation are especially troublesome for the de-

ry issues and on avenues for improvensént. veloper who must meet a budget and schedule to
stay in business. Depending on a state’s proce-
(] Technical Issues dures for managing hazardous waste cleanup and

The technical issues involve accurately assessirfqe characteristics of a given site, identifying and
the type and extent of contamination, and decid¢!€aning up contamination ranges from a fairly

ing on cleanup standards and procedures. Whefrightforward to cumbersome and time-con-

the level of cleanup and the remediation procesgumIng Process.

are unclear, uncertainties about time and money
arise and impede action. In addition, the difficultyl] Legal Liability
of fully and accurately assessing site contaminategal liability at brownfield sites is also some-
tion contributes to uncertainty about liability, be-times a barrier to cleanup and redevelopment. The
cause future owners may be responsible fopotential for liability associated with hazardous
cleanup of prior contamination. waste sites is especially complicated by complex
In order to address remediation at brownfieldand often overlapping laws at the federal and state
sites, regulators must determine what level of inifevels. Depending on the type and extent of con-
tial site investigation is necessary to identify thetamination, as well as the current capacity (active
type and extent (or absence) of contaminationor inactive) of a brownfield site, enforcement ac-
Identification generally begins with a Phase | Siteion may be warranted under the federal Super-
Assessment during which environmental consulfund program, state superfund programs, the
tants are often engaged to examine governmelesource Conservation and Recovery Act
and other historical records, perform site recon{RCRA)32 and other federal and state environ-
naissance, and interview owners, occupants, andental laws’3
others associated with the site. If a Phase | assess-The law most often associated with liability at
ment reveals evidence of contamination, a Phaderownfield sites is CERCLA, later amended in
Il assessment may be conducted, including sant986 as the Superfund Amendment and Reautho-
pling of soil and groundwater. Until Phase Il isrization Act (SARA)34 The statute was passed in
complete, the exact level of the hazard posed bgrder to identify and clean up chemical spills and
the site is not known, nor is the potential for en-abandoned hazardous waste sites that pose a threat
forcement action under federal or state Superfuntb human health and the environment. CERCLA
laws; this means the potential remediation costs particularly significant due to its far-reaching
are unknown. enforcement capability. It applies strict, joint and

31y.S. Congress, Office of Technology Assessnitate of the States on Brownfields: Programs for Cleanup and Reuse of Contaminated
Sites(Washington DC: Office of Technology Assessment, June 1995).

3242 U.S.C. Secs. 6901-6992.

33 For example, sites involving contamination with petroleum-based chemicals are typically treated under state laws specifically created to
address this problem.

34 Public Law 99-499, 100 Stat. 1613 (1986).
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several, and retroactive liability to the environ-brownfield sites can be expensive and can limit re-
mental cleanup of hazardous substaf€eEhe development of these sites. Brownfield sites are
law identifies a number of parties that may be helaften categorized in three ways:

responsible for a site cleanup including: = economically viable sites where market de-

= current owners or operators of contaminated mands will promote redevelopment and even

property, . _ cleanup if necessary;
= owners or operators of property at the time it« sites that have development potential with in-

became contaminated, centives or financial assistance for assessment
= persons who arrange for treatment or disposal and cleanup; and

of hazardous substances, and = sites that have extremely limited market poten-
= transporters of hazardous substances. tial, even if they were cleaned 8p.

Few exemptions exist within CERCLAs liabil-  Financial issues are particularly complicated at

ity scheme, and court interpretations and decibrownfield sites because of the ultimate costs of
sions have exacerbated concerns of liability rislgssessment and remediation, the risk of liability,
for certain partied® To a lesser extent, other fed- and limited public and private resources.
eral environmental laws add to the uncertainty Hazardous waste cleanup costs are often uncer-
about liability, along with state Superfund andtain and unusually high. Though data is limited on
other property cleanup and transfer laws.  ¢leanup costs at brownfield sites, reports range
Within this legal framework, any association from tens of thousands of dollars to millions of
with a hazardous waste site implies some level Qfollars. Even estimating the cost of remediation
uncertain liability. This real or perceived threat of ynq development can require a site assessment
liability often deters interested parties (especiallytp gt may be too expensive for smaller, less valu-
lenders and developers) from undertaking anyp|e sjte$8 Even the most thorough site inves-
transaction necessary to clean up and redevelopﬂ@aﬁons cannot guarantee an upper bound to
party from enforcement action at a hazardou%ing to the project cost.
waste site, although some EPA and state voluntary apother financial barrier to brownfield cleanup
cleanup programs have begun such initiatives. g the uncertainty arising from the real and per-

) ) ceived risk of liability for cleanup costs. Since
[ Financial Issues many stakeholders don’'t know what liability they
Even if technical and legal uncertainties arecan incur if they become involved at a brownfield
solved, assessing and cleaning up contaminatesite, they are often reluctant to become involved at

35 All liability requires proof of a causal link between a party and the t@tniot liability means a party does not have to be found negligent
in order to be found liabldoint and several liabilityneans that any single responsible party can be required to pay for all the cleanup costs at a
hazardous waste site, even if other parties contributed to the contamiRatimactive liabilitymeans that parties can be held liable for con-
tamination that occurred before the law was passed.

360ne case that is often cited is U.S. v. Fleet Factors Corp. (901 F2d 1550, 11th Cir 1990), in which the court found that a lender could be held
liable for cleanup if the lender participated “in the financial management of a facility to a degree indicating a capacity to influence the corpora-
tion’s treatment of hazardous wastes.”

37 Chicago Brownfields Forum participants also recognized an additional type: “currently operating sites that are in danger of becoming
brownfields because historical contamination discourages new investment and lending.” This is discussed in Chicago Brownfields Forum,
“Initial Report of Workgroups Review Draft,” Mar. 31, 1995.

38 Phase | Site Assessments cost $1,000 to $5,000, while Phase Il Assessments average $50,000 to $70,000.
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all. Lenders are especially hesitant to make loanisrownfields pose a threat to human health and the
on properties where hazardous materials werenvironment. Even uncontaminated brownfields
once handled or will be in the futut2and devel- are usually unattractive, and can lower property
opers fear they may be held liable for cleanupralues in the area. Brownfields may also result in
costs. The prospects of working with contami-increased insurance rates for neighboring proper-
nated property as collateral in cases of foreclosures 4!
or bankruptcy dampen interest in brownfield ac- While community groups are usually interested
tivity. 40 in promoting the cleanup and redevelopment of
Finally, there is an apparent lack of public andorownfields in their neighborhoods, they expect
private resources available to promote brownfieldsome assurance that remediation will protect their
cleanup and redevelopment. While some statdsealth and the environment. The public’s concern
provide financing mechanisms, such as publiéncludes protection during the cleanup, as well as
grants, low-interest loans, and tax incentivesat the final remediated site. When considering the
these resources remain limited as brownfield sitegrospects for site redevelopment, community
continue to be identified and left unaddressed. members have a stake in the use planned for the
property. In a few recent cases, concern about the
[1 Community Concerns potential for new jobs and economic development
Brownfields do not exist in isolation. Brownfield of a neighborhood brought forward numerous
property is often located in distressed communigroups interested in being included in the deci-
ties and in close proximity to other businesses, resion-making proces® Thus, communication be-
tail districts, or residential areas. A brownfield sitetween the responsible parties and community
may attract illegal dumping, and if left unsecuredmembers about the risks at a site and the plans for
and open to the public, can turn into makeshifits redevelopment may prove essential to the suc-
playgrounds for neighborhood children or tempo-cess of a project.
rary shelter for the homeless. Thus, contaminated

39Survey results of the Independent Bankers Association of America showed that one out of five of its members reported a mortgage loss or

default on commercial property as a result of contamination on the site. In addition, seven out of 10 banks reported that they will not offer certain
classes of loans due to environmental liability concerns. James Boyd and Molly K. Macauley, “The Impact of Environmental Liability on Indus-
trial Real Estate DevelopmenResourcesNo. 114, Winter 1994.

40 However, new Community Reinvestment Act (CRA) regulations (60 FR 22156, 22160) recognize loans for financing the cleanup or
redevelopment of industrial sites in low- or moderate-income communities as credit toward meeting the act's requirements. This could help
expand lender involvement at brownfield sites.

4L A, Siewers, “The Building Blocks of RuinChicago Sun Time$jar. 14, 1993.

42 Cara Jepsen, “Retooling South WorkElfe Neighborhood Workijarch 1995.



