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Fo..#ord

As America enters the eighties, our nation faces a world
greatly changed from that.,of even a decade ago. Vast
forces are 1n action at home and abroad that promise to
change the lives of all Americans. Some of these forces—
such as revolutionary developments in science and tech-
nalogy--hold out hope for longer life, labor-saving mech-
amsms, exploration of the universe, and other benefits for
all peeples. Othér Yorces—such as the growing demapd for
stratggic raw matenals under the control. of upplier
cartels—raise serious problems for all nations. At home,
we face serious and vnresolved issues in the social and
economic structure of American socnety -

On October 24, 1979, President Jimmy Carter
established the President’s Commission for a National
Agenda for the Eighte<. His purpose was to provide the

resident-elecs-and the new Congress with the views of 45
ANernans drawn from diverse backgrounds ouvtside of
govgrnment. The group is bipartisan, representing business
and Nabor, science and the humanities, arts and com-
munication. Members of the Commission are experts in
many fields, but possess no special expertise in predicting
the future. Rather, we have done our best to uncover the
dynamics of American society and world affairs that we
believe will détermine events in the eighties. This report of
the Commussion, A National Agenda for the Eighties, sets
forth our views. \\

The analytical® work of the Commission was ac-
complished by 9 Panels, each consisting of 5 to 11 Com-
missioners with appropriate staff. The Panels probed into
major subject areas designated by the President in the Ex-
ecutive Order that created the Commission, as well as
other areas that the Commission itself determined should
be on the¢ agenda. This approach gave Panel members an
opportunity to gain considerable famihiarity with complex
subject matters, and provided the tull Commission with a
wide range of information not otherwise attainable in the
13 months availlable for this study
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The Panels are responsible for their own reports, and
the views contained 1n any Panel report do not necessarily
reflect the views of any branch of government or of the
Commission as a whole.
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-~ Preface

The United States has become a predominantly urban na-
tion during l'hlS century. However, only very gradually
have we come to understand that this description indicates
less about where people live than about the circumstances
that define peoples’ lives. During the second half of the
20th century, our natior commenced vigerous efforts to
understand and respond to changes in and around our na-
tion’s settlements—changes that were already weli ad-
vanced during the first half of the century. Such are the
lags that occur between our experiencing change and our
recognizing and responding to it.

Changing conditions and circumstances that
Americans have come to define as ‘“‘urban problems.”’ like
the policies and programs proposed through the years to
deal with them, are all derivative from basic forces
operating in our society and the world. The metaphors that
we employ to describe these conditions (city ‘‘decline,”’
“‘death,’’ or ‘‘urban sprawl’’) do much t. influence how
and whether urban policy issues are debated. It was against
this background that the Panel on Policies and Prospects
for Metropolitan and Nonmetropolitan America in the
Eighties undertook the preparation bf this repaiy.

Our Parel included Mr. Robert S. Benson, Rresident
of Children’s World, Inc.; Professor Pastora San Juan
Cafferty, School of Social Service Administration, Uni-
versity of Chicago; Ms. Ruth J. Hinerfeld, President of the
League of Women Voters; and Mr. Frank Pace, Jr., Presi-
dent and Chief Executive Officer of the International
Executive Service Corps As Panel Chair, I welcomed the
diversity of talents, interests, and backgrounds brought by
the Panel members to the task. ’

Our goal has been to prepare a document that views
the changes shaping urban America in the broadest possi-
ble context. 'We have aitempted to prepare a report that
will stimulate debate, :ncourage the reconceptualization of
problems, distinguish long-term policy strategies from
short-term“transitional initiatives, and sketch the broader
outlines of an appropriate federal arban policy role for :he
decade ahead. In order to focus attention sharply on the
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major dynamic forces shaping.urban America, we have
restricted our commente to issues of urban growth and
development. Such policy areas as housing, transporta-
tion, poverty, employment, or environmental protection,
while all highly important topics worthy of careful study,
have of mecessity been secondary to our more central
f _us.

With limited time a'.d resources available, we thought
it Qest to attempt to examine the background forces that
provide the context within which substantive policy issues
must be defined and debated. Further, we have not sought

- to delineate a ‘separate rural agenda since one of our major

premises is that theadistinctions between urban and
rural—as well as intrametropolitan and interregional—are

being blupfed by processes of social and.economic trans- -

formation taking place across our nation.

) Throughout the past year, our Panel placed a greater
premium on prob.ng traditional assumptions and con-

fronting conventional wisdom than on striving for consen-
sus and unanimity. Accordingly, not all the recommenda-
tio .s a'd interpretations across the several issue areas are
supported by all of the Panel members. But again, our nur-
pose is to stimulate discussion and debate, not foreclose it.

THroughout the year, we benefitted from the coopera-
tion of and contributions from sources too numerous to list
here. The Panel solicited and received information and
opinion from a wide variety of local, county, state, and

. federdl governmental officials, academics, resear.iiers, in-

terest groups and professional organization membership,
and public hearings throughout the nation. We established
a State and Local Advisory Board composed of representa-
tives of the National Association of Counties, the National
Conference of State Legislatures, the National Governors’
Association, the Council of State Governments, the Inter-
national City Management Association, the National
League of Cities, and the United States Conference of
Mayors. During the year, we circulated drafts and sched-
uled meetings in grdes.to have the benefit of their counsel
on difficult issuds.

The,Panel wisties to extend its special appreciation to
the Assembly of Behavioral and Social Sciences of the Na-
tional Academy of-Sciences for cosponsoring a 2-day sym-
posium at which the Panel and staff sought and received
the counsel of many of the nation’s foremost students of
urban problems and policies. Additionally, the Panel
wishes to exprerss its gratitude to numerous fellow Com-
missioners who, although not members of this Panel, con-
tributed to its deliberations throughout the year. To the
several scholars ard researchers who were ccmmissioned
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for our consideration, we also owe a dabt of gratitude. The
able direction of Claude E. Barfield and Richard A..
Wegman, Staff Directors, and the helpful insights of Ray-
mond F. Reisler, Senior Professional Staff, and the efforts
of Lewis D. Gitlin, Research Assistant, and Judith Ross
Ferguson, editor, as well as those contributions from
other Panel staff members and the administrative suppor:
staff, are gratefully acknowledged. Finally, we wish to ex-
tend our sincere appreciation to Donald A. Hicks, Senior
" Professional Staff, who wrote the Panel report and v ho to-
gether with Diane Knight, Professional Staff, was respon-
sible for the day-to-day conduct otg'the Panel’s activities.

Cadee 5 Biidge

Ch=iles E. Bishop \
P.anel Chairperson

Houston, Texas
December 31, 1980
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Chapter 1

PEl‘S[)ECthE ON
Urban America

FOR THE EIGHTIES

. -

he social and economic forces that shape and
sustain our ranon’s commumties, and the cir-
cumstances that define life in them, are potent
and enduring. These myriad forces operate in
concert with the flow of population, whose rate of growth,
~*mposition, and patterns of redistnbution influence the
form and function of an array of societal institutions,
including family. school, government, business, and the
aity—all of which represent conunuing efforts to manage,
if not to solve, perennial problems. Although these forces
and the institutional traces left in their wakes hold their
own fascination, the city and the urban cultures that define
its changing form and function are the focus of this report,
prepared by the Panel on Policies and Prospects for Metro-
politan and Nonmetropolitan America, of the President’s
Commussion for a National Agenda for the Eightics.

A major societal transformation, particularly evident since
World War 11, has been unfolding in this nation, causing
urban and ru il America to experience change at un-
precedented 1ates. The populations of central cities in the
larger and olde metropoli.an areas have been shnnkmg
rapi’ly, while other communities have been experiencing
rapid and unplanned growth. Retarded growth rate’;, and
even actual declines, have been witnessed within oldar cen-
tral cities, suburbs, metropolitan areas, and entire
muitistate regions, accompanied by a revival of growth in
traditipnally lagging =gions, small towns, and rural areas
far removed fro. 1 metropolitan areas. Indecd, the major
theme that serves as the backdrop for this report is the
deconcentration trends unfolding at several spaua.,l scales—
Jobs, people, capital, income, and the culture of city-based
life have dispersed within and beyond cities, metropchtan
areas, and multistate regions.

Because the changes are proceeding at a bace that
makes adjustment often difficult and painful, these redis-
tributions can easily bg viewed as the causes of myriad
forms of economic, fiscal, and social distress affecting

The
Emergence of
Postindustrial
Urban
America
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inanidualy and their nstitutions wherever they are
located. However, the Panel believes that such a view 1y
shortsignted and potentially mlsﬂ*admg. These trends are
more accurately viewed as the consequences of a powerful
transtormation that 1y gradually u¢hening this nation trom
the .ndustnal era into the postindustnal era, which.

.<an be outhned schematically along fise
dimensions: the creation of a service economy; the
preeminence of the pro‘fessmnal and technical
class; the centrabty of theoretica' knowledge as
the source ot innovation and policy tormutation
i soctety, the poswbility of self-sustaining
technological growth and transtormation; and the
emergence of a new ntellectual technology
[centering] on mformnation and information-
processing, leading tothe growth of a quaternary
[administration anhg conirol by information ex-
change] sector in the economy.!

‘The passage into poslmdu"@lnal soctety is marhked by
concern tor the inability ()t,ﬁlncrcaslng number of com-
munitics (0 comnm\;lc from within for their losses
throus:. outmigration df capital, manufacturing jobs, en-
ure industries, and even the capacity for innovationitself
that enabled cities to regenerate continuously throughout
the industrial era” The changes within urban economies—
where’” .envices once considered secondary to and depen-
deai o aanufacturing now constitute the backbone and
chief exporr product of many urban and regional econo-
mies—have bFoen accompanied by a wide range of second-
ary changes (such asy the blurred distinction betveen
business and government domains) that ripple through and
affece all aspects of urban America

The city 1s such a dominant fotr e 1n urban society that
emvisioning its future role without being influenced by its
historical role 1~ difficult, The city is perceived as some-
thing that should bc largely permanent and unchanging,
reflecting continuity and stability, pronusing to be a lasting
monument to society’s achievements and failures, and
serving as a testimony to the success with which people
have hammered out relations among themselves.

What can too eastly be lost sight of 1s the fact that
cities are the result of a continual series of adjustments.
They are rhe surest barometer of change in a society as
population adjusts to a changing econoggic base, as the
bmit environment adjusts to the natural environment, as
industry adyusts to technological capacity, and as social
expectations adju.t to economic realities. Cities are the
social and physical evidence of past collective choices; they
reflect accommodations to the constraints posed by
physical space and time; they represent socidi compacts

e
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; among social groups and across generaticns. They should be
allowed to change in step with widespread changes in the ' C
larger society. This report seeks to underscore the long- N ¢
term 1ngvitability and desirability of this transformation,
whose effects are so clearly evident in settlements across
the nation. ’

Generally, this transformation has become known by / .
its current consgquences rawker than by its potential oppor- :
tunities and ad\antages. The concentrated poverty, depen-
dence, unemplo fiscal imbalances, tax-base erosion,

_ and deterioration of physical plants anc¢ public service
infrastructures within hundieds of communities throug?-
out the nation translate into distress and despair for mkfiy
who find themselves *‘left behind’’ 1n cities. UnderStand-

ably, there is litzle patience for abstractly acceptihg these /
instances of individual ;and institutional  dfstress as .
unavoidable acc&mpaniments of large-scalg” transforma-

““w=cvion. Throughout the report, however, ﬁys Panel has
sought to understdnd these conditions in the Bontext ofdur
passage into a postindustrial era and to consider »&w that
passage may be made with a minjmal amount of disl/r'ess. B

{

\ SEREEEEAN

The circumstances facing the nation’s settlements can be Urban
viewed as the consequence of not only the long-term his- Revitalization
torical transformation, but also the declining perforniapce and National
of a traditionally strong U.S. economy in markets at home “ Economic
and abroad. By all conventiondl measures, the U.S. Reviialization
economy 1s in (rouble; it too is transforming. Rares of

. economic growth are distressingly low, inflation and L

unemp'loyn}xent ratgs are stubbornly high and intractable,
and the impact}ja restiucturing ipternational mai’.et-
phace 1s wrenchmg. R4 .
A he weakened functioning of the national economy
aggravates, where 1t does not create, ocal individual and
instjtutional distress. In earher decades, gains for certain
cities, regions, gnd social groups living within them did not
~typically imply losses to other places or groups. Today, the
absence of strong and steady economic growth in the larger
economy accentuates the results of the current redistribu-
tions, designating places and people living in them as either
‘‘winners’’ or ‘‘losers.”

Urban revitalization 1s therefore critically dependent
on economic revitalization. The heaith of the nation's
communities cannot be 1solated from the vitahty of the
larger economy. However, national economic policies that
seek to increase productivity, to expand markets, to create
jobs, and to nurture new industries also have the potential
for conflict with urban revitahizanon efforts. Policies
aimedia increasing the productivity and competitive pos-
tion of industry (such as business tax cuts and accelerated
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depreciation allowances) may wéll lead (o the outmigration -

of firms or to their secondary expansion-away nom dis-
tressed locations, where the costs of doing business are
prohibitively high. Conversely, vigorous pursuit of a na-
liona{ urban policy—with its current emphasis on restoring
“economic vitahty to distressed localities and regions—may
undermine a more zeneral effort to revitalize the nauonal
economy—with s relatve deemphasis on what happens in

speaific places. : .
Can the go(*of urban revitahzation be made conso-

nant with the g of economic revitalization? Is 1t possi-
ble to pursue a concern for the fortunes of specific places,
while at the same time-showing™concern for overall na-
tional economicfrerformance? The Panel believes that this
1s possible, provlded that the nation first reconsiders . “hat
1s meant by ‘‘ugban revitalization.”’ 1If it is defined as the
attempt to restgre our 0[der industrial cities and regions to
the \nfluential positions that they have held throughout the
industnial 2ra, urban revitahzation shall surely fail, dimin-
tshing our prospects for a revitalized national eccnomy. If,
however, the nation 1s successful 1n striving to assist all
urban centers to assume newer, more specialized social and
economic roles, then our prospects for reconciiing urban
revitahization with natonal economic revitalization are
encouraging.

To begin, ceriain understandings should be reached. An
increasingly productive economy should be recognized as
necessitating “\imultaneous painful growth and shrinkage,
disinvestment and reinvestm.nt, in communities through-
out the nation. The redistributions resulting from the
larger transformation of the economy and society will, of
necessity, disadvantage certain places while they advantage
others. The nation’s settlements will have to undergo these
adjustments, and their “‘health’’ will often have to be ap-
preciated at new levels of population an .mployment.

The nation can no longer assume that cities will pei-
torm the full range of their traditional functions for the
larger society  They are no longer the most desirable set-
tings fur hving, working, or producing They should be
allowed to tran.formyinto more speciaiize * <ervice and
consumpution centers within larger urban econc..sc systems.
The Panel believes that this nation should reconcile itself
to these redistribution patterns and should seek to discover
in them opportunities to ' new things well and old things
better

In contemporary urban America, both people a laces
sutter as places transtorm in step with a changing econ-
omv  However, the primary responsibility of the federal
government is to assist people, and to do so as directly a.

16
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possible. The nation should be skepucal of narrowly de-
fined, local economic development efforts, which have
been associated with the promise of restoring witality to «
wide variety of local communities as if each were a self-
contained entity. Aiding places and local governments
directly for the purpose of aiding people indirectly is a
policy emphasis that should be reexamined at a ume when
successes are <0 few and public resources are so meager.
The causal logic is intriguing, and indeed examples of suc-
cess cannot be ignored. However, given the diversity of
local circumstances, the exportability of policy approaches
from one setting to another is highly questionable.

The Panel strongly agrees that localities should strive
to maintain a strong and diversified economic base, as well
as the institutions of local governance that enable them to
meel their assigned responsibilities. As national treasures,
cities have the right to expect certain kinds of assistance
from higher leytls of government. However, the Panel sug-
gests that th€ principal role of the federal government
should be i# assist communities 1n adjusting to redistribu-
tional trends, rather than to attempt to reverse them.
Ultimately, the federal government’s concern for national
economic vitality should take precedence over the compe-
ution for advantage among communities and regions.

Further, the fortunes of numerous poor ard unskilled
urban residents of cities are often largely unaffected by
even healthy expaims:on Witin local economies. Theretore,
greater direct assistance should be provided for these
cashalues of urban tr> .formation. This assistance shou'd
focus on improving the access of people to economic
opportunity, which can be achieved in several ways: by
upgrading the unskilled through mznpower development
efforts so that existing iocal job opportunities can be cx-
ploited, by removing barriers to mobility (hat prevent
people from migrating to Ic-ations of economic oppor-
tunity, and by providing migration assistance to those who
wish and nced 1t. People-to-jobs strategies, whether by

‘retraimng or relocation or both, should receive the same

degree of emphasis that 1s now reserved for jobs-to-people
strategles

After two decades of federal policies with explicit urban
objectives, 1t 1s an appropriate time (o reassess contem-
porary policy aims in hight of our current understand'ng ot
the nation’s urban problems. New perspectives on what s
happenming to the nztion’s urban and rural communities,
and why, will likely be more important than the creation of
new policy tools desizned expressly to accomplish more
ettectively policy aims that may no longer be apprapriate.
Are the arcumstances defined as “problems'” really prob-

A Federal
Response to
Urban
Transfor-
mation: New
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fems? Do the transformations that create real problems
require a policy arsenal arrayed against them? As the
decade begins, discovering the difference between what
shculd or should not be undertaken, what can and cannot
b= accomplished, by the federal government should recetve
careful consideration.

A fedéral policy approach to urban and rural America
should reflect an appreciation of the abilities and limita-
tions of public policy 1n a complex and changing world. A
uniform ana centrally administered urban policy cannot
prevent or eiiminate changing circumstances and resultant
distress experienced by cities. Instead, a locality’s ability to
cope successfully with changes that it ‘cannot control
depends on its flexibility. Clear thinking about what the
federal government should refrain frofm doing in urban
policy 1s as critical as what 1t should begin or continue
doing.

This Panei report does not seek to offer a single,
coherent, and umfied pohcy package for ameliorating the
afflictions suffered by people and places in urban and rural
America. To attempt to do so would be to blind ourselves
to the more important lessons that experiences of the past
two decades can bequeath to the decade ahead. A unified
and coherent national urban pglicy designed to solve the
problems of the nation's commumties and those who live
in them 1s not possible. Because a national urban policy 1s
expected to be responsive to diverse cities, counties, metro-
politan and nonmetropolitan areas, states, regions, and t
people who live 1n all commumties across the nation, {t 1s
hobbled from the start. No comprehensive national urban
policy can be the tool to resolve all the conflicts among
these entities. Ironically, a national urban policy is likely to
generate as mucn conflict as it :liminates, simply because 1t
1s a pohtical document that must be all thirigs to all people
and all places.

What this report does offer 15 a perspective from
which the problems and prospects for urban and rural
America in the coming decade may be viewed. The ongo-
ing transformation of the nation’s cities is examiped in
Chapter 2. Emphasis 15 given to the fact that the crises
experienced by cit:es, although undesirable, are a normal
concomitant of the functions that they perform for the
larger society, rather than evidence of their decline and
imminent *‘death.”” Cities are shov.n to be evolving in step
with the larger society and economy. Thus, the kind and
severity of distress that cities experience 1> dictated largely
by their social 4hd technological ‘“‘age.” This chapter
discusses how the city, as it transforms, has gradually lost
much of its canacity to perform certain historical func-
tions, inctuding the assimilation of immigrants and the
provision of employment for unskilled residents. The
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emergence of an urban underclass, whose plight demands
the best efforts of the public and private sectors, is viewed
not as a symptom of urban decline*but as a side effect of
urban transformation.

The logic, dynamics, and consequences of economic
and demographic deconcentration at several spatial scales—
cities, suburbs, nonmetropolitan areas, multistate regions—
is the major theme of Chapter 3. Whether or not regional
convergence will be achieved is addressed, and the myth of
*‘regentrification’’ and ‘‘rebirth” of cities is debated.
Finally, the wisdom of rebuilding the nation’s cities from:
historical social and economic blueprints is reassessed.

The economic consequences of industrial disinvest.
ment for specific locahties and the resulting fiscal conse-
quences for local governments are addressed in Chapter 4.
With regard to economic distress, the importance of the
local noneconomic business climate for retaining and ex-
panding economic enterprise and the limited efficacy of
local economic development efforts to forestall or to com-
pensate for disinvestment are discussed. The pature of

~ local fiscal distress is examined, and the prospects for

balancing local responsibilities with local resources by
adjusting municipal service packages is addressed. Finally,
the roles of state governments and the federal government
and an expanded role for the private sector—especially for
fiscal distress due to rapid growth—are considered.

In Chapter 5, the distress experienced by people, as
opposed to places and their local governments, is ex-
amined. Social distress accompanies our nation's trans-
formation to a service-dominated economy, because

mg,oyment p egpects for unskilled workers are progres-
sively diminished and because existing job opportunities
have migrated away from central cities and older regions.
Although linking people to economic opportunity can be
accomplished in many different ways, the chapter stresses
the importance of assisting people to take advantage of
opportunities, wherever they may exist. People-to-jobs
approaches, involving both relocation through assisted
migration efforts for those who wish to participate and
tramning for the unskilled and retraining for the displaced
worker, are emphasized. A case 1s made for reducing the
jobs-to-people emphasis at the center of current local eco-
nomic development strategies and in the existing national
urban policy and for tailoring job creation efforts to those
locations where they are most likely to succeed.

Although the federal-local relationship is a legitimate
focus 1n urban policy and should be preserved in the com-
ing decade, Chapter 6 considers ways in which states can
become more involved in the intergovernmental partner-
ships required to meet urban policy objectives. The in-
creasing sophistication and sensitivity of state governments
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to their roles in national issues recommend them as impor-
tant policy partners for the future.

Contemporary federal urban policy and its orienta-
tions and capabilities are explored in Chapter 7. Relative
policy emphases and the tocls available to implement them
are evaluated in light of tlse larger trends discussed above.
In additzn, the urbarn impacts of nonurban federal poli-
cies are considered. These analyses lead to a reassessment
of the purpose and substance of the national urban pelicy,
and suggestions are offered to aid in the differentiation
between needed transitional and long-term pollcy actions
and goals

Chapter 8 examines what interim steps can be taken
while a long-term federal urban policy approach 1s devel-
oped. Because fundamental problems with the operation
of the federal system in all policy aieas also have conse-
quences for urban policy arfas, decongesting the over-
loaded intergovernmental system 1s discussed as a method
of repdining control over the manner in which levels of
government int~rrelate within our federal system. Achiev-
ing greater coordination among current federal community
and economic development efforts is also considcred as a
means of recognizing, if not rectifying, policy gaps, over-
laps, and inconsistencies. Finally, the merits of considering
the reassignment of traditional governmental functions
among levels of government and between government and
the private sector are considered. ‘g

In the fina] chaptet, the new perspectiveS on urban
America presented throughout this report are developed
into an agenda of key urban policy issues that should be
debated by the nation during the 1980s. The utility of a
national urban policy and a redefinition ot the prover
federal role in the urban policy arena are discussed. How
state and local goverpmental roles articulats with a newly
defined federal role hikewise 1s addressed. Finally, federal
commitment to a locationally sensitive urban policy is
weighed against the pressing need for revamped federal
economic and sociai policies.

This report is-a statement af emphases rather than ex-
plicit chowces. It asserts that the potential conflicts bagween
urban revitalization and ecdnomic revitalization can be re-
solved, provided that new dgfinitions of the ‘‘problems,"
the *‘solutions,”’ and thg cnit'ria for ‘‘success’ are
adopted. It acknowledge$ that local communtties have
been and will continue to be buffeted by developments that
are less and less within tijeir power to control. Accord-
ingly, it seeks to sketch a more appropriate urban policy
role for the federal government 1n the decade ahead.

The Panel hopes to confront the reader with the
necessity of understanding contemporary urban and rural
prohlems in the broader Lontext of the emergence of a

S
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postindustnal society and economy, and of making federal -
policy efforts consonant with long-term developments
rather than hypersensitive to immediate conditions and
political pressures. However, a national policy role of
active anucipation and adjustment should not be confused
with passive acceptance of or resjgnation to an inescapable
‘future. It is, rather, a call for policy interventions that are
consistent with and complementary to large-scale eco-
nomic and social transformations so that precious public
and private resources are used where they have some
chance of realizing lasting success. Ameliorating the
impacts on people and places of the passage into a post-
industrial America 15 a fitting and proper role for the
federal government to assume 1n the decade ahead.

Federal urban policy has shown a curious eyolution in
the past 50 years. In responding to the Depression, rarly
federal efforts directed toward cities were ronsistent with
then current egonomic and demographic trends—the in-
migration of people to economic oppo.tunity m the city.
However, as the industrial era in America began to wane
and as jobs and people began to migrate out of the cily,
federal urban policy failed to keep pace with these tren
Consequently, as the’ [980s begin, the nation finds itself
reintorcing an outdated policy perspective. In the past two
decades, rederal policies have sought to preserve the func-
tions inherited agd the scale achieved by cities, rather than
to ass'st them in adjusting to an emerging postindust=ial
era. Now 1s the time to begin a reassessment of what
should be the proper federal role in urban policy for the
decade ahead. Through this report, the Panel seeks t¢. con-
tribute to that effort, -
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We did not, Jor the most purt, build great cities in
this country, manufacturing firms agglomerated

in tight ndustrial complexes and formed labor
pools of -half a million workers.. That is not the
same thing as buillding great cines. We sort of .
woke up one day and there was Cleveland. There
was Detroit, with four [and] a half million people,

the biggest factory town on earth Our great
industrial transformation has left us with a large
number of overgrown *‘cities'’—a ranufication we
have »of faced up to

his nation has never fully come to grips with the

social and economic importance of its central

cities. They have seldom been fully appreciated

as the wellspring of our power and wealth sihce
the Industnal Revolution. Central cities have seldom Been
recognized as generating health and welfare for genera-
tious of residents and wave atter wave of immigrants, Cen-
tral citigs have seldom been noted as the crossroads tor
new 1deas, the residence of specialists, the incubators for
new economic activities, the distributors of opportunity,
and the homes of millions of families. Instead, our culture
has often viewed central cities and life in them as some-
thing to be suffered and endured, but certainly not fitting
subjects of national adoration, as 1s the case for certamn
older European cities. As urban America has displaced
rural America, the most common cultural response has
been a recitation of what has been lost, rather than what
has been gained.

Likewise, this nation has never acknowledged the prin-
cipal characteristics of cities that make them such valuable
dassets—their” status as both cause and consequence of
change, and their abilty to mirror and magmfy both prom-
1ses and problems of the larger society. Their continsed
streagth 15 always tied to their ability to accept and
accommodate change within their physical forms and civic
functions. A nation tha* cannot appreciate why cities are
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here, what they do, and that they must change in order to
survive and to remain valuable is a nation that may well
misperceive the changes that cities face 1n the future.
America’s cities, and particularly those that expen-
enced rapid growth duning the I9th century, are less
conscious creations than accumulations—the products’ of
ongoing change. As the locus of the cnises and tensions
associated with the larger forces shaping society, they have
and will continue to transform. Fhange is seldom a fluid
and unencumbered process, anu the transformation of
America’s cities 1s conditioned by two factors: their cur-
rent hfestage and their historical legacy of functions. The
result of transformation 1s a changing role for central
,cies—from centers of manufacturing to centers of service
production and consumption. Finally, a major conse-
quence of their changing role 1s the creation of an urhan
under.iass of the poor and the dependent N

The city, by tts very nature, 1s the locus of crisis for a Crisis in the
soclety: City

In the Western World, the city has been almost
continually in crisis . . The recurring crises are
symptomaiic of the profound revolution in mga’s
way of hving that has been in the making for a
number of centuries . . . In the nature of things,
cities stand at the vortices of the currents and
crosscurrents of broad-scale changes that alter and
reconstitute societies. It 1s to be expected, there-
fore, that the intermittent eruptions incidental to
tne uneven course of change should exert their
most violent effects at these centers.’

Crnisis in aities should not be considered unusual. Cities
function to solve problems. However, a aty is a problem-
generating as well as a problem-solving nstitution. Its
concentrated ard vomplex social and economic arrange-
ments often result n problems of nsufficient or inade-
quate housing, crime, congestion, pollution, and so forth.
In addition, what constitutes a remedy for one person or
group may well constitute a problem for others.

Despite the long list of problems identified with the
city, 1ts culture has generated more health, wealth, and
welfare torits residents than nonurban arrangements. Yet,
the shortcomings of a society, 1s well as its achievements,
are nowhere more apparent than they are in its cities. The
city provides an opportunity not only to observe existing
inequahties, but also to ignore them. Where observed, ur-
ban culture provides both the logic explaining their existence
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and the critical inass of sentiment that can lead to reducing
them

“Cities, hke people, pass through hfe-cycles during which
their values and funcuons change.”” The dynamic under-
Iying this developmental process 1s tiological only by
analogy, however. The sequence of stages through which
cities pass as they ‘‘age’’ may be defined by their changing
functions and capacities to produce and to distribute goods
and services; passage through these stages is better tracked
on a technological than on a calendrical timeline.

Cities may be usefully categorized by age or lifestage,
demarcated by the dates at which they reached cntical
population thresholds. For example, New York City
reached the population threshold ~f 1%0,000 Just before
[840; Philadelphia just before 1860:; Washington, D.C.,
just before 1920; and Dallas in the early 1940s. Such life-
stage distinctions sensitize us to'the fact that American
cities have emerged and matured during different historical
eras. The social-and economic functionsWat cities perform
for their citizens, their regions, and the nation vary,
depending where on the technalogical timeiine a cty’s
birth and growth are tied to. in North America, the more
recently a city has experienced the bulk of its growth, the
lower its overall density 15 likely to be. This situation
occurs largely because most 20th-century technological
progress has loosened the ties of people and activiaes to a
common location or to one another.

Mature cities serve as artifacts that illustrate physically
the evolution of society’s technological capabilities. For
example, the older cities 1n the Northeast and upper Mid-
west (hereafter referred to as the Industrial Heartland)
have a spatial arrangement that reflects reaching maturity
during an essentially industria! era. Factores, retail and
service centers, housing, streets, and public service in-
frastructures (the resources to provide and to administer
services) were combined in compact and concentrated
arrangements t0 accommodate the requirements of the
prevailing modes of production tzchnology and the state of
the art in transportation and communication. Inaustnal
cities such as Boston, Cleveland, and Detroit stand as
“‘bricks-and-mortar’* snapshots of a bygone era. Subse-
quent change, therefore, is conditioned by these legacies.

Many older cities 1n this nation, faced w"'h declimng
population and econommc vitality, stand as “withering
monuments to the industrial age."'* In many respects, they
are 19th-century forms functioning in a 20th-century Amer-
1ca. Constructed to house the industrial engines of the [9th-
century usban economy, as well as a labor pool stratified
by ethnicity, class, religion, later race, and a host of other

Life Cycles
and Légacies
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differences, the linkage between urban location and urban
life was established. One could have continual access to
city life and its amenities only by locating in a city.
Technological advances in long-distance transporta-
tion and communication, including rail, road and telegraph
systems, gradually knitted the nation’s communities into

an integrated system. The resulting pattern, which bound .

small towns and large cities together, reflected a hierarchy

of specialized places and regiomal and industrial divisions

of labor that increasingly lent coherence and vitality to the
nation as a whole.

During the 20th century, 1echnologncal advances in
short-distance transportation and communication had a
similar effect within cities—expanding the scopg of urban
activities, exending the culture of the city to the surround-
ing countryside, and enhancmg the access of households
and firms to others elsewhere in the city. The¢ concentfga-
tion of people and their activities, however, made acces-

sibility within "aities more difficult to achieve than ac-

cessibility between cities.

During this century, distinctive soaal and etonomig
patterns emerged, reflecting the changing internal struc-
ture of the city. Activities such as residence, commerce,
and manufacturing no longer required concentration in a
common location. Groups and functions could use physical
space to sort themselves out over the urban landscape. As
city populations grew to include mare residents charac-

terized by a broad range of differences, people and

economic activities could increasingly cluster on the basis
of sxmxlarmes Households began to sort themselves by
mncome, % race- -ethnicity, and occupational diiterences.
Likewise, residence could be separated from workplace,
production from administration, and so forth. Conse-
quently, as the 19th century gave way to the 20th century,
the lin :age between urban location and urban life began to
unravel. Increasingly, people coutd” hive an essentially
urban life without residing in the city, primarily because
technology had made the city and its amenities ever more
access:ble to nearly everyone.

Over the decades of the 20th century, people, their
jobs, and their allegiar.ces have departea the inner city for
the periphery and beyond, to live at lower densities and in
the presence of others like themselves. As a result of ad-
vancing technological capabil’ues, urban life can increas-
ingly be experienced over an expanded territory. The larger
older cities have been transforming continually because the
dynamism of urban life increasingly sqlls out beyond their
borders. In the process, the historicat legacies of physical
arrangements evident within cities condition their trans-
formation and therr abihty to adjust to changing cir-
cumstances.
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Comprehending the city in terms of the long-term devel- The Changing
opmental sweep of history aids in imparting an apprecia- Role of the
tton of its historical roles 1n society: provision of public City
services (for example, sewage, water, sanitation, traffic
control), education and training opportunities; public
health faciliues; recreation resources; housing; markets for
goods; and acculturation and assimilation of immigrants.

Today, many ciues are experiencing increased diffi-
culty 1n performing their historical roles. The dispersal of
economic activity and consequent population loss leave a
preponderance of margmal industries and low-income
households in the cities. Nonetheless, the ‘“‘death of the
ity is not at hand. The city is transforming and its roles
are changing. In the future, it will perform a narrower
range of increasingly specializea functions for the larger
urban society. However, acceptance of changing roles has
been slow, even though the continued dominance of cities
1n our culture is not seriously questioned. The «ity, with its
historical form and functions, can command so much atten-
tion that it is difficult to appreciate that it will an2 should
change or 1o 1magine what the city in the future will be like.

\ The nation’s cities are transforming from centers of
material goods production to centers of service consump-
tion. *‘The era of massive centralized industrialization is
over and . . . large, dense concentrations of people and
firms have become teck.nologically obsolete.””* Yet, special
efforts to lure manufacturing industries back to older cen-
tral cities continue as the principal aim of innumerable
economic development efforts sponsored by mumcipalities
and states. Support at the local level 1s only hesitantly
directed at developing the old central core of cities in terms
of theirr remaining considerable competitive strengths.
Indeed, certain types of economic activity, particularly
those that benefit from centrahty and high-density
arrangements, continue to belong in the central cities and
may be encouraged by incentives. The health and vitality
that could result 1s no* easiiy acknuw'edged, because this
transformation 1s often accompanied by a shrinking popu-
lation that includes ever higher proportions of the poor
and the dependent—those who make the most ~ =uent
and ostly claims on local governments.

The current surge in service sector growth (reflectec 1n X
oftice constructicn), a demand for middle-class housing
leadizg to limited neighborhood upgradi.g, and the
demand for recreation and entertainment facilities are
s1gns of a new central aty vitality that will continue to
transform the city, even «f this revitalization is not n
preparation for a return to what the city once was. *‘ The
cores of our central ties should be revitalized as culturally

rich, architectural citing magnets for conventions.
tourtsm, ard leisure wursults of regional, rational and I3
o v -
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even international populations.’’® This directior promises
the m.:st potential for central city economic expansion and
job generation for the rest of the century.

What will the city transform into? Office jobs for well
paid white-collar managerial, professional, financial, and
knowledge-class occupations will increase. As a result, a
variety of allied services that these people and their
employing 1nstitutions degnand during and after working
hours will be required. Jllue-collar jobs will be reduced
because of the continued outmigration of blue-collar
employment to noncentral locations. The general decline
in rural in-migration may allow the city to relinquish 1ts
tradional function of acculturating and assimilating
newcomers to urban life. However, a rising tide of foreign
immigrants—especially from the Caribbean perimeter—
may shift the task of accommodation and assimilation to a
few selected ciues. Cities will become scaled-down residen-
tial centers for an array of households, defined by a nar-
rower range of age, houschold composition, and income
differeaces. Finally, the older industrial cities will become
more specialized national and regional centers, primarily
performing business, service, finance, and governmental
functions.

The city probably will evolve to the point where its
physical form and spaual arrangement become more
perfectly aruiculated with its uew roles. This transform.-
tion shouid neither cause alarm nor :mpel actions to
counter the long-term and extremely powerful demo-
graphic, economic, and technological forces at work.
Pohcymakers should neither \seek to restore the industrial
city to its former form and functions, nor force urban
society to perform tasks in ways and 1n locations that are
no longer appropria.e’

Througheout history, the nation's cities Lave attracted and
accommodated wave after v ave of poor immgrants, both
from abroad and from the rural h'ntertand. As city popu-
lauons grew, the cty's major social functions became n-
creasingly  evident:  upgra-hng  housing, health, and
employment prospects t¢ e majority, while acculturat-
ing succeeding vireams of immigrants.,

The new arrnvals. and especially their children, ac-
quired the necessary skills to move themsclves into the
soctal and econ mic mainstream However, nnmigrants
from vared and diverse backgrounds were not being cul-
turally homogenized, ever  ough their cultural differ-
ences tncreasingly could ex.  +a common physical, 1f not
social, space Ethme and re. sious culwaral diversity sur-
sived and was conunually reflected ip lustered neignbor-
hoods and commumties. During this tume, America

The City in

Transition and

the Urban
Underclass
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adopted the ,‘melung pot’’ metaphor, an unagery that
obscured the persistence of the **social stew,’’ which more
accurately characterizes city-based society.

For decades, the aceulturation dynamic functioned
reasonably well for most new arrivals, enabling them and
their children to-join an increasingly diverse middle class
However, as the city has transformed to adjust to the

i changi{:g economic, demographic, and technological real-

ties, it has become legaable to perform this historical social
role. The result_has Beenlthe creation of an urban under-
ctass—the poor and the dependent (overly represented by
youth, elderly, unskilled). ‘

Two basic factors account for this functional failure.
Firstg the ¢ity’s capacity to pgMorm the processing task has
detenorated because of clltural responses to certain
characteristics ascribed to the people, particularly racial
and ethnic minorities, who are predominately located in
central cities. Min®rities have more difficulty in achieving
assinilanon nto the social and economic mainstream. The

wark against this change has been the historical legacy

L stavery and the contemporary effects of race-conscious

Jure (explicit discnmination 1n laws) followed by de

aco mechgnisms (unofficial biases) that have allocated

nitage opportunity, and security differentially in our
ociely,

With regard to white ethnic urban poér, historically
few insurmountable barriers to assimilation and general
acceptance stood in their way. They could move up and on
orce educational and employment opportunities were -o-
vided. For racial minorninies, however, the social and eco-
nomic escalators did not funcuon as effectively. Access to
traditional avenues to success were blocked by individual
and institutional discrimination, as well as by the disperszl
of economic opportunity to places outside central cities.
Although the assimilation process had enabled earher 1m-
migrants or their offspring to use the city as a launching
pad, a growing proportion of poor blacks and Hispanics
has been [eft behind, and sizcable proportions have
become part of a nearly perimanent urban underclass.

A second factor n the breakdown of the cities’ capac-
1ty to perform this tradinonal role relates to certain charac-
teristics ascnibed to particular places, particularly older
industrial cities. The city no longer can generate diffuse
social and economic well-being for a!l of its residents. The
ctty has lost much of 1its capacity to provide upgrading op-
portunities for the poor and to send them along—either up-
ward 'hrough successive social strata or outward (o alterna-
uve locations where economic opportunities exist in relative
abundance. This situation s true largely because the city
can no longer generate the jobs needed by its unskilled
young and poor residents. Not only the number of jobs in
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certain cities has shrunk, but also the mix of jobs has been
transformed—from high proportions of unskifled manu-
factuting jobs to high proportions of skilled jobs in the
manufacturing and service sectors. These latter jobs are
often mismatched—although evidence for this is by no
means defimtive—to an urban underclass that largely con-
sists of minonty and youthful residents. Minority males, 1n
particular, are the most severely mismatched with the
available job prospects. Many cities have often become the
last stop, rather than a stopping point, for the contem-
porary urban underclass.

Although the living standards of poor people generally
improved during the 1960s, poverty, whetner defined offi-
cially by absolute criteria or socially by relative criterix, has
persisted. Today, much poverty has been redistributed—
from the rural hinterland to the shrinking older industrial
cities of the Northeast and Midwest. The corresponding
decline of poverty in nonmetropolitan places, which bene-
fitted both poor blacks and poor whites, was the result less
of people migrating out of rural areas than of economic
vitality migrating in. The South 1n particular has beer the
recipient of an influx of economic vitality, benefitting
large numbers of poor southerners.

Between 1970 and 1978, a net outmigration from
metropolitan areas of 2.7 million people took place.
Between 1962 and 1978, 56 percent of all new manufactur-
ing jobs were established outside metropolitan areas, with
30 percent locating 1n the nonmetropolitan South alone.
{c'nadent with these trends, the nation’s poverty popu-
lation came to include an increasing number of tlacks.
Although the number of whites experiencing poverty situa-
tions declined by 250,000 between 1969 and 1977, the ‘_
number of poor blacks rose by 600,000. In 1959, blacks
constituted 26 percent of the nation’s poor; in 1969, 29
percent; by 1977, 31 percent. .

The number of poor central city blacks has grown over
the past two decades. After a slight decline (from 3.4
million 1n 1959 to 3.1 million in 1969), the numbe- of poor
central city blacks grew to 4.3 million by 1977—an increase
of nearly 40 percent during the seventies. The sepa-ate fate
of the white population is illustrated by the fact that the
number of poor whites did not increase during the same
period. The unemployment figures for minorty young
men (20 tc 24 years old) doubled (from 10 perceat to 20
percent) between 1965 and 1978. Among minority teen-
agers, the 1978 rates exceeded 30 percent—twice as high as
those for the mid-1950s. Some observers have concluded
that there 15 no general problem of youth unemployment—
only on. for young blacks.

Although only a relatively small proportion of the .
U.S. population (approximately 5 percent) endures urban ’ 18
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residential cxrcumslancfs that constitute what is often
called a *‘ghetto,"” the significance of this,stratum belies its
numerical size. Becavse traditional econbmic opportunities
have been migratine out of cities fogso long, the urban
poor left behind are increasingly distressed. Income and
employment differentials between this stranded yroup and
the rest of society have increased. Furthermore, the turn-
over rate is not nearly as high as has been the ‘case
historicaily. Theretord, the condition of a sizeable portion_
of the urban underclass is relatively permangnt. Avenues
of escape are shrinking, unreliable, and inadeqyate. .

The conteff ot the ghetto may\provide af eXplanation
for the permanence of the conditighs afflicting the~minor-
ity urban underclass. The ghetté constitutes a massive
barrier to the larger society and a concentration of disad-
vantages that militate against individuals' and their insti-
tutions. This concentrative aspect and the multiple subtle
interactions between the barrier and disadvantages defines
the ghetto as a social context:

Many minority children . . . living in neighbor-
hoods where few people who do go to work
regularly have much to show for it, see little point
in taking school seriously or believing it can help
to get a job that will lead anywhere. If their early
job history and work experience confirm their
pessimistic expectations, many give up. . .. The
poor experience . . . during their late adolescence
and ycung adulthood leaves thein permanently
disadvantaged.”

Because the national economy is evolving 1n concert
with the arrival of the postindustrial era, our major cities.
in particular, will be required to assume new, more special-
1zed, ecoriomic roles. In the process, their historical capac-
it'cs to assimilate sad upgrade an urban underclass are
effectively dimimished. Although nearly continuous urban
crisis is a part of a city’s nature because its economic and
social functions can never be perfectly meshed, the result-
ing distress experier<zd by its residents cannot be viewed as

. acceptable. Therefore, a proper focus of wise urban policy

15 to alleviate that distress 1n ways that have long-term
praspects for suecess
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Chapter 3

THE

Deconcentration -
Urban Aimerica

" n our relatively short nationai history, the United
States transformed from a predominately rural and
agricultural nation into a predominately urban and
industrial nation. That transformation has un-

folded slowly, but relentlessly, decade after decade.
Gradually, a new, equally important transformation trend
has been discovered—the deconcentration of wurban
America.

The migration of people and industry from cities to
the suburbs and beyond is the centrattheme explored in
this chapter. The dynamics of deconcentration and the
pattern and: conéequences of multiscale decentralization
are addressed. In addition, the prospect of regional con-
vergence, the illusion of urban renaissance, and the impli-
cations of low-density development are examined. Fi: ally,
the question of whether or not our central cities should be
rebuilt to reflect their historical economic orientations is

discussed.
Since World War Ii, a simultaneous deconcentratior of The Dynamics
. populauon and industrial activity at several geographic of Deconcen-
+ scales in the United States has become especially evident. tration

Consequently, people live in and work at lower densities
within cities, while densities are increasing in places beyond
city borders. The deconcentration of people and jobs
results in urban activity crossing city borders, the more
abstract boundaries of metropolitan areas, and even multi-
state regions. The emerging demographic and economic
geography across’the nation will increasingly be charac.er-
ized by lower density industrial and residertial settlements
that are built around multiple points of concentration
* within and between metropolitan areas. The influence of
central cities will be diminished as certain production, resi-
dential, commercial, and cultural funcuons disperse to
places beyond them.
In demographic terms, continuai dispersion within
metropolitan areas is now accompanied by both a broader
movement of people to the periphery of metropol“»f&arcas 23
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and a rural reconcentration. During the industnial era, the
rural-to-urban and South-to-North migration streams pro-
vided the labor force needed-by northern factories. Today
that migration has all but ceased. Furthermore, certain
population groups, such as northern urban blacks, are
returning to the newer southern urban areas i1n record
numbers.

In terms of economic actinity, the economic and re-

lated technological conditions that led to industrially based
urban centers are gradually being unraveled. Both estab-
lished industry and the potential for industnal 1nnovation
that spawns new industry have dispersed away from cen-
tral urban areas, away from the Industrial Heartiand, and
in certain cases, out of the United States entirely. Although
large-scale employment-outmigration preceded household
outmigration, the chained sequence of people following
Jobs has been eclipsed by the more prominent tendency for
population increases 1in <uburbs and beyond to attract new
and relocated employment growth, The changing ¢co-
nomic order reflects developments in production tech-
nology, the role of economic market forces, the rise of
sociocultural (quahty-of-hfe) forces, and the reinforcing
role of government policies.
*  The advantages of agglomerauon and central location
have been eroded by technological innovations and new
producticn technologies  that  have given locational
treedom to an ever wider array of industries. Transporta-
tion and communicatjon technologies have reinforced this
dispersal because pi&sical proximity has been eclipsed by
electronic proximity. Micro-miniatunization and automa-
tion 1in both manufacturing and service production pro-
cesses have eroded the necessity for industrial plants to
cluster together  Difficulty in accumulaung capital,
complex local bureaucratic procedures engendening time
and economic costs, general congestion, and deterioration
of a wide variety of amenities and delivered services have
further reduced the attractiveness of central locations. In-
creasingly, firms and people have moved away not because
they must, but because they can. When relocation or ex-
pansion decistons are made. new central locations are
often avorded The complexity and interdependence tradi-
nonally associated with urban hfe in cities are increasingly
percenved as habilities rather .han assets,

With regard to market torees, central urban locations
have o<t much of their compeutiveness to noncentral
locations. The costs of doing business in the nation’s older
central cities are estimated to be 20 to 30 percent greater
than in surrounding suburbs or nonmetropolitan areas. In
addition, policies geared to whittle away at that cost
differential to make centraf cities more competitive have
generally not been successful. The relative costs atached

24
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to procuction have increased significantly for labor, land,
transportation,” energy, capital, and tax-supported
municipal services, facilitating the trend toward decon-
centration. For example, labor (the most sigmficint
production cost} accounts for over hal! of the cost 1n
manufacturing and over 90 percent of the cost 1n labor-
intensive service industries. Lower labor costs outside
central cities and the Industnal Heartland, in part duisc o
less unionization and less restrictiverndustriai regulanions,
have encouraged the dispersion of industrial activity.

The potency of purely economic factors governing
location decisions has been diluted by noneconomic fac-
tors. Quality-of-life considerations have acted as magnets
that draw footloose households and industry to locations
increasingly distant from central locations. The advantages P
historically found only in concentrated central locations
increasingly can be enjoyed in relatively dispersed, low-
density settings.

Federal policies also have operated to abet and to rein-
force industrial and residential dispersion. In most cases,
any ‘‘anti-city”’ bias has been implicit and nadvertent.
Federal taxauon policy that encourages new construction
rather than restoration; housing policy that directs growth
via subsidies to the periphery of metropolitan areas and
beyond: water, sewer, and other utiity subsidies; and
transportation policy that drastically lowers the cesis of
access between distant points are all examples of unin-
tended ‘“‘anti-city’’ impacts of federal polcies.

Deconcentration of population and industry across the Intraregional,
boundaries of cities, metropohtan areas, and mulastate Interregional,
regions ievelves basic redistribution patterns whose causes and

are interwoven. Two patterns are intraregional; a third International
pattern 15 :nterregional. A fourth pattern of deconcentra- Deconcentra-
*10n mainly involves economic movements on an interna- tion Trends

tional scale.

Intraregional Deconcentration. Ot the two intra-
regional redistribution patterns, the most familiar one
occurs at the smallest scale—«uburbamzation, which is the
outmigration of people and jobs from central cities to
suburbs at the periphery. As a result of this process, which
began in carnest dunng the 1920s, the mctropolitan area
emerged as anincreasingly significant, 1if unofficial, unit of
analysis for understanding the local and regional structure:
of urban Amenca This dispersion within metropohitan arcas
continued through the 1970s. Recently, and for the first
ume in U.S. history, many larger, older metropolitan 25
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areas have experienced:the shrinkage process that was once
the fate only of older industrial cities.

Although more recent 1n onigin, the second intrare-
gionai redistribution pattern—nonmetropolitan growth—
is equally portentous in 1ts consequences. Approximately
half of the new nonmetropolitan growth 1s adjacent to ex-
isting metropolitan areas. This growth probably occurs
because the boundary defimtion of certain metropolitan
areas does not allow them to capture and to contain all of
the economic and social vitality in the area. However, a
roughly equal portion of nonmetropolitan growth is non-
adjacent to and remote from existing metropolitan areas.
Indeed, the nation’s smallest places (nonurban settlements
of less than 2,500 population) are the fastest growing
today. The policy implications of growth jn nonmetro-
politan areas outpacing growth within metropolitan areas
have only recently received serious consideration.

Within regious, both dispersal patterns bode ill for the
mair‘enance of central cities’ historical place in society.
The dynamics of urban change are judged by some to be
enervating central cities within all regions of the nation.
The economic hea!th within metropolitan areas but outside
central cities has seldom been viewed as adequate compen-
sation for central city shrinkage. The absolute decline 1n
population and jobs (particularly those jobs that generate
middle-range household incomes) in so many of the central
cities that anchor major metropolitan areas has been unre-
lenting and powerful. As a result, serious doubt exists
about the continued- ability of these central cities to per-
form their wide vanety of historical residential, produc-
tion, and commercial functions. Whether or not this prog-
nosis is necessarily undesirable should be given a great
d.al of consideration.

Interregional Deconcentration. A third pattern of
redistribution 1s unfoldlr}gfii"!’he interregional scale. First
the West (until about 1960) and -.ow the South have
emerged seriarim as the major growth centers of the na-
tion. The dispersal pattern is occurring on a scale large
enough to transcend entire multistate regions. Although
the dynamics underlying deconcentration have been
present for decades, their regional consequences have built
up slowly. The interreg‘nonal dispersion of jobs has oc-
curred much faster than the redistribution of population.
- This process has been going on for decades without
generating much concern in the Industrial Heartland,
largely because employment losses from migration were
continually compensated by the spawning of new indus-
trial activity. Today, however, with most of these shifts
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to the discovery of the dispersicn trend, but this response is
often based on a misperception. Most concern for the fate
of the Indusinal Heartland is focused on a largely un-
critical reliance on relative growth rates examined across
regions, rather than the absolute amount of economic
vitality“that exists withip regions.

The Industrial Heartland is certainly not in a rapd
state o{ decline. All regions of the country are growing in
jobs, income per capita, and population. In terms of in-
dustrial expansion, personal income, retail sales, bank
deposits, and construction starts (conventional measures
of economic performance), the growth in the Induscrial
Heartland has been only relatively slower than that in -
other regiond. In other words, some measure of regional
convergence has been working within the national econ-
omy, but this might be heralded just as accurately as
the South ‘“‘catching up’’ as the North ‘‘stagnating’’ or
*‘declining.”’

International Deconcentration. Another form of
economic deconcentration of increasing importance is
primarily of international significance, because it 1s occur-
ring at the largest geographical scale—industrial activity
crossing national borders. This large-scale deconcentration
cannot easily be seen in zero-sum terms for the United
States. What is taking place 1s no longer simply a spatial
rearrangement of advantages and disadvantages among
people, places, and industrial sectors within the nation.
Rather, the net costs attached to the loss of our compara-
tive advantage in a number of industrial sectors within the
international marketplace are substantial and accumulat-
ng.

Although American transnational investment patterns
of the 1960s caused particular consternation within Euro-
pean nations, a reverse transnational investment 1n
Amenica by other countrnies began in the late 1970s. This
international economic restructuring is stark teshmony to
the power and inevitability of the deconcentration forces at
work. To a notable degree, a certain universality to the
deconcentration process exists among the most technologi-
cally advanced nations. Furthermore, like the redistribu-
tion patterns within the nation’s borders, the underlying
dynamics have been operating for some time.

Countless analyses have inventoried the major negative Conseguences
implications of the deconcentration patterns at several of Multiscale
geographic scales. Using the central city as a unit of Decentral-
analysis, the erosion of fiscal capaciiy, the increased ization
ghettotzation of the poor and minorn.es, the enduring high 27
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unemployment rates, the chronic economic depression in pov-
erty neighborhoods, the underuse of the built environment,
the detenioration of urban public services and facilities, and
the excessive use of resources per capita are all consequences
traditionally associated with deconcentration, dispersion,
and low-density social and economic arrangements.

Within the metropolitan area, the loss of economic
and industnal vitality to nonmetropolitan areas hascreated
far less anxiety, because metropolitan areas, for the most
part, are not political reahties but analytic constructs.
However, many small towns and nonmetropolitan areas
are woetully underprepared to handle their new growth.
The pa'n and dislocation accompanying unplanned expan-
sion can often be as unpleasant as that accompanying
unplanned decline.

On a multistate regional scale, the situation 1s much
the same. Interregional rates of demographic and economic
growth have undergone change. If anything, the conse-
quences have simply meant a lessening of the historical
dispanities that have existed among major regions of the
country These large-scale redistribution patterns should
not be viewed as national problems, because past disparities
ate being lessened in favor of the chromically disadvantaged
regions and their residents. With regard to the currently
- wamng Sunbelt-Snowbelt sectional competition, the North
remains dominant on all measures of economic performance
and has lost ground to the South n relative terms only.

The consequences of ongoing international ecorfomic
reordering are registered at all geographic scales within the
nation. Cities, metropoiitan areas, and even regions are
awash with international economic trends and influences
that national economic policy machinery seemingly can no
longer compliiely control The most obvious example is
the decline 1n the U S automotive industry and allied in-
dustries such as steel and tires. )

The cumulative consequences of deconcenti ation have
become intimidating largely because the rate of the process
makes the gradual adjistment by older urban forms
(neighborhoods, cities, metropohtan areas, and even
regions) difficult, 1f not impossible, to achieve. Change in
itself 15 seldom much of a problem unless 1t occurs at a
pace that prevents smooth adjustment,

A major consequence of dominant patterns of regional
dispersion 15 that multistate regions are becoming more
simular as historical social and economic gaps between
them close. For all practical purposes, the truth of this as-
sessment applies to the deconeentration and dispersal trends.
As a resuit, the distinctions at all spatial scales—between
urban and rural, central city and suburb, metropolitan and

Convergence
and
Renaissance:
Unrealistic
Expeclations
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nonmetropolitan, and even entire rekions—have declined
. in significance. As umts of analysis 1n urban policy formu-
lation and analysis, traditional dichotomies have been
rendered less distinct by the redistribution process within
and beyond our national society and economy.
. Although the long-term trend toward convergence has
been unmastakable, the disparities at any one scale prob-
ably will never be so completely eroded as td initiate a
reversal of the deconceritration processes that precipitated
them. One often unstated implication of the convergence
dynamic is that central cities that lose economic vitality to
suburbs, metropolitan areas that lose economic vitality to
nonmetropolitan and rural areas, and multistate regions
that los¢ economic vitalty to others will rebound as their
business cost disadvantages are whittled away relative to
rising cost environments 1n suburbs, nonmetropolitan
areas, and faster growing regions. The dynamic suggests
an ebb and flow that supposedly never permanently dis-
advantages any locality.
Experience suggests, however, that complete conver-
gence may remain an unfulfilled expectation. Although
cost advantages of peripheral locations have eroded since
widespread decentralization began, tull-scale renewal of
indusinal activity in the dispossessed central cities and core
regions is not likely to materialize. In addition, equahza-
tion within metropolitan areas, between centralcities and 5
suburbs, or among regions may not lead to renaissance,
but only to a narrower revitalization. As cost differences
dimimsh, the locations that originally lost vitality may not
return to their former advantaged positions, but rather
may evolve into settings for newer, more special:zed terri-
v tonally based social ahd economic systems. The direction
of this development 1s not reversal or evolutionary back-
tracking, but a continuation of developmental trends that
censtantly require our nation’s settlements to play new
roles for the larger society and economy.

In recent years, the incipien: rebirth of cities has been The Illusion of
highly touted. A so-called *‘regentrification’’ process has Urban
been heralded as marking the return of the middle class and Renaissance

their incomes, clout, and allegiances to the city. Residen-
tial and civic rejuvenation could be expected to follow,
early reports suggested. Although casual observation indi-
cates that portions of cenftal city neighborhoods are
indeed experiencing a great deal of housing stock upgrad-
ing and restoration, the evidence is spread so thinly across
a number of cities that it defies statistical detection. What
statistics do reveal, however, 1s the continuing deteriora-
tion of hving conditions and income levels in central cities.

Signs of the ongoing transformation of central cities are 29
Q
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being misread as signzling the reversal of the very trends
that they represent.

Although 1t mav he premature 40 dismiss the likeh-
hood 132t »n upgrading of selected blccks of innei city
housing may one day herald the return of the middle class,
the available evidence argues strongly against this view:

1. The overwhelming flow of midd!e-class households
during the 19705 has been out of, not inio, the
central 1ties. For every household with incomes ex-

- ceeding $15,000 which entered central cities between

March 1975 and March 1978, three households left.

Between 1970 and 1978, this net outmigration re-

sulted in a loss of nearly $65 billion in disposgble

personal inconie to the nation’s cities.

Revitalization has occurred in only a fraction of

any city’s neighborhoods. Between 1968 and 1979,

only one-half of 1 percent of the nearly 20 million

housing units in cities have been affected by revital-
1zaton or restoration efforts.

3 Inexcess of 70 percent of the households residing 1n
revitalized central city units were intra-city movers
and not immigrants from outside the city.

4 The corcentration of minorities and poverty level
population in central cities is continuing to in-
crease, both in absc'ute and proportional terms.
Between 1970 and 1972, central cities lost nearly 4
million white residents while the central city black
population increased by 542,000. During the same
per:od, the total number of central city residents

[ =]

below the poverty level increased by 235,000 in--

cluding a n=t increase of 441,000 blacks below the
poverty level

5 Substantial residgntial and commerical disn\j)vest-
ment continues jo be active 1 almost all older,
larger, centra) Gities, and far exceeds reinestment.

6. The growth of central business district office
employment during :“e 1970s has not nearly com-
pensated for central city losses of wuw-collar jobs
and 10bs in the retail ar.d wholesale sectors. While
New York City experienced an expansion in white-
collar professional, clerical, and managerial jobs
Juring the 1970s, on the whoie New York City lost
00,000 jobs with an estima ed tax loss of $500
million.t 3

In summary, the dispersion of jobs, people, and tax-
able income—especiallyyr the Northeast and upper Mid-
west region,—is not bex}gmitigaled by a selective return
of the muddle class to the~véntral city. Spot sign of
revitalization should be fjudged more accurately as the
co{mnumg redistribution and reconcentration of selected
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hcuseholds and their advantages within the city—a
d/namic consistent with, not ccunter to, the prevailing
central city deconcentration trend.

Because the inner-city neighborhood revitalization
movement began without explicit federal intervention, the
possibality exists that an, future governmental involvement
may only lessen any future chances of success. Although
certain low-income households undoubtedly @ ve been
forcec to relocate because of upgrading, this patterr is
invanably part of inner-city rejuvenation. In any event, the
extent of displacement has been overstated. Where it ex-
ists, care should be taken not to define displacement in a
manner that leads to policies aimed at preventing what is
also desirable inner-city upgrading. Such policy would
have a chilling effect on spontaneous private reinvestment
imtiatives in our ciiy centers. Sensitivity to the housing
needs of low-income and elderly city residents could be
beticr shown by assisting them to gain access to the trans-
forming housing market rather than by implementing poli-
cies aimed at preventing displacement.

Aside from impressionistic language suggesting the
wnminent demise of the city, the clearest illustration of the
power of language symbols to cloud thinking about urban
carcumstances 15 the persistent concern about **urban
sprawl.”” This notion 1s so firmly fixed in conventional
wisdom that generating interest in analyzing it has been
difficult at times. A thing once labeled is a thmg under-
stood, or so it would seem. °

At 1ssue 1s whether in fact most growth in urban areas
has accumulated in a haphazard, inefficient, and undesir-
able manuer at the urban periphery. The ribbon of devel-
opment hugging the radial transportation routes leading
out of the city, the suburban housing developments laced
together by streets and accessible to commercial and retail
activities only by automobile, and building densitiss so low
that mass transit becomes infeasible—all these factors rein-
force the notion that ongoing low-density development is
leading to futur: urban forms that are wasteful of time,
energy, and land resources. However, a case can be made
that conventional wisdom may not be an entirely rehable
guide to policy 1n this regard.

A rommon assumption among policymakers is that
dispersion and the consequent development patterns at the
periphery are somehow highly undesirable trends that need
to be countered, 1f nct reversed. In their place, policy-
makers call for efforts that channel growth into more his-
torically familiar centralized and concentrated patterns. In
addition, the concern surrounding Ameri~a’s energy depen-
dence 1n recent years has reinforced the idea that dispersion

Keassessing
Urban Sprawl
and the
Implications
of

Lower Density
Development
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* and low-density hving are bad and that concentration 1s
good. Howev<yi, indications are that there are multiple op-
tions for accommodating higher energy costs that make the
prospect of a large-scale return to compact, centralized,
high-density urban developm. nt extremely unlikely, if not
actually detrimental. Firms and households will likely be
able to avoid profligate energy consumptior in a variety of
ways without resorting to relocation. Actually, dispersion ‘
and low fdensny development may well offer several unap-
preciated advantages and opportunities 1n a resource- .
sensitive future. The guarded optimism offered by this
reappraical comes at an opportune time, because the long-
term trend apparently 1s toward deconcentration and dis- )
persal fron: traditional central ity and older suburban
locations.

Low-densuty development has generally been thought
10 squander energy and environmental resources and to
engender mushrooming fiscal costs (both capital and oper-
aung) associated with extending public service infrastruc- . /
tures into low-density areas at the urban periphery. Yet, as
cities get larger and more densely settled, the same factors
that onerate :0 make them more productive may also make
then. iore vostly 1o maintain and replace in terms ot en-
vironment, energy, and fiscal resources.

An examination of low-density living might question
the validity of these indictments. For instance, whether or
not those who move to the suburbs continue to make high

*  demands for community services, soma analyses show that
residents of high-density areas appear to require (and de-
mdnd) more expensive packages of community services
than those who live at low densities. If public service
packages are viewed as so vially important, why do houyse-
holds and firms continue to move where the service pack-
ages contain less than what these ysers previously enjoyed?

For half a century, h ' *4c - g firms have becn spa-
nally sorting themse' theo | arposefully or inadver-
tently, so that the - less and fewer of_the traditional
municipal servic -auis fact illustrates the willingness of

households to 1. crnahze S€rvice costs by obtaining them
privately or by conmsuming fewer or less of them from the
public sector Together wiih lower overall costs associated

with suburban locations, a powerful mcentive for low-
density hiving exists: 1o relocate to locations where one can :
consuL‘: publicly those services or circumstances that one
needs or desires. and can avoid supporting via taxes those
services and circumstances thai only others need.

A far-flung web of urban interdependence at lower
densities has resulted 1n a large number of efficient and
desirable consequences that are too easily overlooked or
discounted. Because heth Jobs and people have left the
central city, those who live 1n suburbs are increasingly able 32
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. to wérk 1n them as well. This situation may allow a reduc-
tion 1n commuting betwéen workplace and hoineplace, with
consequent time angd energy cost savings. The dispersal of
employment, residences, and commercial establishments
lessens traffic congestion, air and noise pollution, and the
demands placed on the streets, bridges, and infrastructure
control systems (for example, niaffic hghts, street lighting
systems) that cuavey and regulate job commuting and
goods shipment into.and out of central areas.

The energy gluttony associated with low density also
may be overstated. Although residennal heating and vool-
ing systems and travel within the community ccount for
most urban energy consumption, other factors condition
the energy requirements of these activities. When comput-
Ing consumption, the sizé of the average unit that must be
heated and cooled clearly is as important as the density of
buildings. Behemoth s[ructurei so often found in dense
urban veqters are associated ‘with tremendous energy
expenditured,

With regard to travel, accessibiliry 15 determined by
many factors besides physical distance. Surely congestion
and other factors impeding traffic flow make Jntra-city
energy (and time) costs mcfeasmgly coriparable tdthosc 1n
low-density areas. In addition, heavily concentrated popu-
lanon groupings separated by substantial distances create
high interregional transportation cosis for supplying
goods; these may exceed the aggregate costs across lower
density settlements involving shorter shipping distances

With such quahfications, much of the energy con-
sumption savings associated with high-density urban
development patterns s wiped out ‘‘In short, the saving,
in fotal urban energy cousumption attributable to the shift
from low-density residenual sprawl to planned high den-
sity 15 about 3"percent and that attributable to the dersity
factor alone 15 about | percent.'’* High-density growth and
development, therefore, may not necessarily be more
cconomically  desirable than low-density growth and
development.

With regard to air pollution, the harmtul effects are a
funcfion of human exposure to substances at certar con
centrations over pertods of ume, and not of total emissions
per cipita As a rule, pollution exposure per capita :s
reduced in low-density settings. Even though dispersed set- /
tlement patterns may in<rease reliance on technologies that
generate large amounts of pollutants, the per capite aypo-
sure to those pollutants 1s ikelv to be reduced. In add.tion,
cleansing syster - that use the yatural rlow of air and water
are avadable todow-density urban areas, but are less useful
for high-density <ettiements

The capital cost savings attributable to constructiye. in
high-denuty areas are largelv based on differences 33
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dwelling unit square footage. Again, density of develop-
ment per se masks a number of other factors that are prin-
cipally responsibie tor the cost differences associated with
high- and low-density developmeni. Reasor exists to
believe that where energy and fincneial resources are
scarce, lowe - density development patterns so cften found
at the urban periphery can offer the full range of savings
available to traditionally higher defsity urban core areas.
Not only may higher densities lead to accelerated deterio-
ration of the urban physical forms, but also certain con-
struction and maintenance projects (involving roads and
sewer lines, for example) are immensely more expensive in
high-density locations than in low-density areas.

With regard to the effects of patterns and density of
land use on economic and fiscal costs, higher urban densi-
ties and larger metropolitan population sizes are associated
ith higher economic costs, including real estate prices,

. overall costs of living, private-sector wages, and local
governmental operating costs. Although several of these
indicators are more directly reflective of historical political
and institutional legacies than of land use and density per
se, urban policies crafted with explicit land-use objectives
in mind should be considered carefully. Any marginal
energy or cost savings gained by concentrated, mixed,
land-use patteias might be quickly eclipsed by 1he tendency
for explicit public policy to inflate the prices both of
acquiring centrally located land and of operating and ser-
vicing the land uses.

Finally, what reply can be made to the assertion that
encouraging low-density development sanctions the con-
tinued waste of existing central city public service infra-
sttuctures? The fiscal shortfall facing many beleaguered
central cities often has been managed by deferring expend-
tures on recuired maintenance. However, even (if not espe-
cially) shrinking cities need to maintain their capabulity to
deliver services to households and businesses. Yet, many
aspects of the infrastructure are probably being rendered
~edundant as the contraction process continues, and care-
{ully selecied disinvestment of some services may be needed
11 an overall adjustment process. Fisthermore, low-density
giowth and dispersal generally cannot be challenged purely
on the grounds that 1t courts costly redundancy:

(Olne must distinguish -between the myth and
reality of central city infrastructures. We may decry
what appeas to be the expensive duplication in
growth areas of the same facilities languishing in
aging urban centers; however, we must realize that,
in many cases, the older capital plants—sewer and
water systems, for example—may be but remnants

of a once glorious past, so long neglected that their 14
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rehabilitation may be far more costly than start-
ing over again elsewhere.’

The evolving social and economic landscape at the
periphery of our older central cities may exhibit far more
order and efficiency than previously thought. A new form
of urban spatial organization is emerging. A technologi-
cally obsolete centr.l city physical form that has tradi-
tionally performed innumerable functions for urban soci-
ety is receding in favor of an urban landscape with multiple
dispersed centers of concentration and specialization. The
old central city is shedding its former functions as a center
of production and as a residence for a widely diverse urban
population and is evolving into a mere narrowly special-
ized central business district. Many of the divested func-
tions have been assumed by the newer commercial,
employment, and residential inner and outer suburbs,
often far removed from the central urban core. A new
hierarchy of places is emerging to accommandate simultane-

. ously both decentralization and a dispersed reconcentra-

tion. Urban policy that is inconsistent with these larger
trends should be critically reexamined. Policy focused on
efforts to protect and to replace outmoded physical struc-
tures in evolving urban areas deserves special scrutiny, and
the implications of high- versus low-density development
should be carefully assessed.

During the next decade, a larger policy issue must be
squarely faced: What should be the role of the federal
government con-erning the redistribution trends within
and among metropoliian areas and regions of the nation?
Although the rate of change no doubt will fluctuate to
some extent, the general direction of the trend is not hkely
to alter during the rest of this century. Whether the revital-
ization of older cities should take precedence over further
growth in the suburbs and beyond deserves more careful
consideration. In short, should the federal government
pursue explicit urban policies that attempt to retard the
trends toward low-density growth and development, even
if they cannot be reversed?

Conventional arguments on -this topic seldom em-
phasize the tradeoffs that simultaneously favor and disad-
vantage central cities and suburbs. Increasing economic
vitality of suburban areas and diminishing pressure on cer-
tain central city institutions, services, and facilities have
not been viewed as adequate compensation for increasing
congestion and tax burdens in suburban places and declin-
ing population and economic bases in central cities.
Indeed, policy efforts to retard or to reverse suburban
growth may court serious adverse consequences. For in-
stance, any effort to slow the construction of new homes,
o 3

Reconsidering
the Rebuilding

of the

Nation’s Cities

s

ERIC 16



which are most ofter. located in su.burbs, would severely
depress the housing construction industry (among the na-
tion’s largest) and its ailied industries. It would reduce the
range of housing types and location choices available for
an increasing diversity of households and would probably
drive up land prices, rents, and property taxes in central
locations. §

Another factor may also be too easily overlooked: The
decentralization of population to the periphery has op-
erated to improve the housing of Americans. Suburban
growth has made a general upgrading possible for those
who have left and for those who have been left behind. The
majority population who have moved have benefitted
from improvements in not only their housing, but also
their job prospects, neighborhood and school quality, and
quality of hife in general. The resulting trickledown proc-
ess, whereby increasingly better housing becomes available
to the poor, has allowed a massive upgrading that may
have been possible 1n no other way. For this reason, an
urban policy designed to slow suburban growth may be
neither desirable nor feasible.

Whether the middle class and industry abandon the
citiedto the poor or are constrained by public policy to re-
main, the poor ultimately suffer the most from the
changes. The social, if not residential, segregation of the
well-off may largely exacerbate the problem of being poor
but does not cause 1t To ameliorate the negative conse-
quences arising from the transformation of the, nation’s
communities, policy efforts should focus on helping the
urbaii underclass of the poor and the dependent, and not
on maintaiming outdated urban structures and functions.

if anything, the dominant trend toward low-density
development should be harnessed in such a way that those
whose fortunes improve by moving out, regardless of :heir
new locations, are not allowed to abandon therr respon-
stbilities to those who are left behind. Civic responsibilities
should not be limited to place of residence. Public actions
should assist those who have been left behind to adjust to
the consequenges of the departure of others. In that way,
the multiple benefits and focused costs of suburban growth
can be shared by all, wherever they live.

What can be said to those who view suburbanization

© asa process that is enervatuing our central cities by draining
fiscal and other resources? Although federal policies for
many years have marginally a:ded the dispersion process if
only by speednf\g itsup, public policy per se is unlikely to
have sufficient influence to blunt the dominant trend
toward deconcentration and dispersal. Reduced popula-
tions and low-density land uses may also translate into
reduced intensity of demands on the deteriorating infra-
structures and environmental amenities of our central cities.
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ure urban life. Policy should not be devised to
a restoration of the central city’s historic role in
urdan society, complete with a full array of functions that
reflect an earlier technologica! and social era. The central
city has ceased to do some things as well as other places; it
will, however,. continue to do other things exceedingly
well. Policy should work with the dc.ninant trends to
ensure that the competitive strengths of the cty are
nurtured, not,compromised or diluted by shoring up an
outdated concept of the city.

Our cities will remain strong 1n the future; they will
continue to be great generators of health, wealth, and
welfare for the larger society. As such, they will continue
to be true national assets. Their benefits will continue to
accrue to both their residents and those who live well
beyond their borders. They will be joined increasingly by
noncentral and nonadjacent urban concentrations, and the
full range of functions will be shared through a new urban
dwvision of labor. The city is the crucible of change in
regional and national urban society. At all times, it must
reflect the changing conditions and opportunities of social,
political, economic, and cultural life.

Surely the older central cities as well as the newer ones
should be viewed as national treasures, the responsibilities
of all citizens. Local civic allegiances should be expanded
into national civic allegiances. The fate of all people in all
places is the responsibility of us all. National settlement
patterns have become diverse; our common life depends on
it, and our collective sentiments captured and implemented
by public policies should foster the merging arrangements,
not deny them. Urban policy should assist cities in all
regions and of all sizes and ages to cope with and adjust to
continued suburbanization; more households and firms
will benefit from accommodating, rather than reversing,
these trends.

»
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Chapter 4

ECONOMIC AND

Do | FISCAL

s a result of national deconcentration trends,

cities have lost much of theit competitive edge

" over other locations as centers of production

and residence. Although central locations and

compact arrangements are, and will continue to be,

economic and social assets for a wide variety of activities,

they have gradually become obsolete and inefficient for

other activities. As a consec'.ence, selected households and

firms—and their resources and allegiances—have migrated

out of older central ciues in great numbers. Similar pat-

terns have emerged in many older suburbs, large metro-
politan areas, and multistate regions.

Industrial disinvestment and residential outmigration
have resulted in economic and fiscal consequences for
beleaguered local governments and the increasingly depen-
dent populations left behind. This chapter highlights those
consequences and offers alternative options for managing
them.

The shifting intrametropolitan, interregional, and trans-
national investment patterns of private industry often
demonstrate temarkably little allegiance to political juris-
dictions Despite the necessity to encourage and enforce a
measure of corporate social responsibility by firms, they
must remain sufficiently unfettered to allow them to
achieve as much productivity and to retain as much flexi-
bility as possible for responding to shifting national and
international economic crosscurrents. Qur national eco-
nomic vitality depends on them. Accordingly, firms must
be reasonably free to invest, disinvest, and reinvest in a
manner that gives them maximum ability to function and
to thrive

Industrial disinvestment tiéd to shifts of capual is
mamiiested 1n several ways. Although the popular image
(and visible symbol) is of a manufacturing plant closing 1n
one location and reopening in another, this circumstance
15 quite rare. The actual physical relocation of a plant
represents only about 2 percent of all private sector

Economic
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employment change. More common forms of disinvest-
ment are more subtle. Firms can disinvest from a location
by delaying the maintenance of physical assets or by refus-
ing to repiace them as they are depleted. Firms with multi-
ple plants may systematicall, shift personnel and/or equip-
ment resources from one plant to another, effectively
reducing the investment in one or more plants. Finally,
firms may disinvest without relocating anything. Instead,
the profits from one operation may be invested in alter-
native locatiops and operations.

All disinvestment strategies tend to disadvantage the
localities to which a plant is anchored by creating a slow-
down in employment growth. By shifting capital, firms can
adjust to changing circumstances more rapidly than the
people and localities depending on them directly for jobs
and ta .ase support. For those communities experiencing
a contraction of their economic base as a result of indus-
trial disinvestment, economic distress and fiscal distress
threaten to become mutually reinforcing.

The emerging interregional disinvestment pattern has
favored the West and later the South at the expense of the
Northeast and Midwest. Between 1960 and 1976, the
capital stock in the South grew twice as fast as that in the
Northeast. Between 1966 and 1979, the industrial North-
east and Midwest lost nearly 800,000 manufacturing jobs,
while national expansion added 2.3 million total jobs
elsewhere. For every 100 manufacturing jobs created by
new plants in the North, 111 were lost to some form of
disinvestment. In the South, 80 manufacturing jobs were
lost for every 100 added through new capital investment.

Although the South has benefitted from interregional
ecopomic shifts in the postwar decades, its advantages
have the tendency to slip away at an even faster rate than
they have from the Northeast and Midwest. For example,
between 1969 and 1976, the South was the most likely
region to experience the closing of a large manufacturing
plant. In addition, industrial activity that was attracted to
the South since the 1950s by lower wages, greater labor
control, and lower energy costs now 1s often found relocat-
ing outside the United States to achieve even lower produc-

tion costs.

As industrial actnvity becomes increasingly freed from Federal Urban
specific locations in postindustrial Ame:ica, economic Policy

gains of increased productivity and efficiency are secured Response to
by capital shifts and are registered in new locations. Such Economic
disinvestiment patterns are accompanied by a residue of Distress

social costs that are anchored to the places, and experi-
enced by the people, left behind. As this pattern moves
across national borders, lasses also are suffered by the 42
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national economy. Both movement patterns have invited
urban policy responses. )

‘The ongoing processes of shifting investment are gen-
.erally viewed from the perspective of local and regional
economic growth and development, rather than from the
perspective of the overall national economy. This view-
point 1s understandable given the predictable tendency for
government to use public policies primarily to reconcile in-
trametropolitan and interregional conflicts.

It is reasonable for localities to do all that they can to
strengthen and diversify their economi  ases, and to ex-
pect that the federal government will at least not hinder
their efforts. Nonetheless, both national and subnational
urban policies have stressed reorienting what is perceived
to be a perverse incentive system wired into public policies,
because these incentives and policies are considered to be
responsible for the private sector investment decisions that
lead to the flow of capital and economic opportunity out
of certain localities, regions, and even the nation itself.

Another equally predictabie federal urban policy
response to the locational consequences of private sector

«disinvestment is an attempt to redirect growth back to cen-
tral cities by emphasizing reinvestment and incentive
strategies as inducements. Business incentive policies,
including tax credits and writedowns, loans, guarantees,
subsidies (and even conditioning plant closures and relo-
cations with an ‘‘exit’’ notice) are assumed to influence the
cost-sensitive locational behavior of firms if they are large
enough. Ironically, the widespread belief in the potency of
incentives not only is unsubstantiated by empirical
evidence, but also reflects a relatively primitive view of the
private sector held by the public sector.

Economic development policies seldom appreciate
that private sector relocation decisions often are more
responsive to the noneconomic business climate than to
vacillating cost differentials. The term ‘*business climate’’
often suggests the absence of constraints and restrictions,
rather than the presence of anything specific. Thus, an
overly narrow concept of economic development that
assigns primacy to capital and investment (and incentives
believed to influence them) without greater sensitivity tu
ostensibly noneconomic factors influencing disinvestment
and relocation should be cnitically reassessed.

Fiscal distress 1s an inevitable accompamment of rapid
fluctuation in population and employment levels that rise
and fall out of step with one another. Between the 1880
and the Depression, when our nation's older cities expen-
enced unprecedented growth, most cities were in dire fiscal
straits because they had to finance expanc -+ =* sical plants

Fiscai Distress:
Balancing

Resources and
Responsibilities
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and service infrastructures. In the late 1970s, the threat-
ened bankruptcy of older cities such as Cleveland and New
York City often diverted attention to their political
histories and cultures (not to mention bookkeeping leger-
demain) to explain their financial problems. Such an ap-
proach, however, treats the phenomenon f fiscal distress
as if it were episodic and isolatable and ot cures its under-
lying dynamics. Local fiscal distress is best viewed as a
systemic condition wherein local governments have more
or less difficulty in reconciling shifts in their historical
urban service functions with their revenue-generating
capacities.

Local fiscal distress 1s conditioned by the fact that
cities are the creatures of states. Their powers are limited
to those explicitly granted by states. Furthermore,
municipal revenue sources and expenditures are largely
controlled by state law. The traditional and principal
source of revenue granted to localties has been the prop-
erty tax. Recently, however, local deperidence on the prop-
erty tax has lessened, particularly with regaf '\ 0 more
specialized, nonschool urban services. Additigthally, local
property tax bases are shrinking as households, industry,
and their taxable incomes migrate to other areas. Increas-
ingly, localities respond to these two trends, which are
aggravated by the erosion of purchasing power through
inflation, by increasing their dependence on outside
revenue sources. For example, nearly 40 percent of the
revenues of the nation’s older cities now comes from
sources other than local taxes and user charges.

Primary reliance on the traditional property tax for
r.venues results in anothev fiscal problem—a lack of flex-
ibilhty. Property taxes are generally less able to keep up
with inflation-generated increases in municipal expendi-
tures than income and sales taxes. Thus, during inflation-
ary times, the most responsive ,evenue-generating tools
(income and sales taxes) are those that state governments
have reserved for them-elves.

The occurrence of urban fiscal distress varies accord-
ing to several characteristics of localities, such as size,
regron, and lifestage. Although fiscal distress is more com-
mon 1n older industnal regions such as the Northeast and
the upper Midwest, large cities are more likely to display
symptoms of fiscal distress than are small cities. However, a
city’s size 1s often less important than its age. Old cities are
constrained by a number of historical economic and pohti-
cal legacies, including an inability to expand their borders
through anaea~* Lu to capture the outmigration of eco-
nomic vitauty, and a responsibility for a relatively
elaborate .ervice package for their residents.

Although older industrial cities are more likely to
experience fiscal distress, this problem is not an inevitable
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-consequence 0. achieving a particular lifestage. Older
aties” fiscal distress also may be related to large main-
tenance costs for their public service infrastructures.
Younger cities, on che other hand, often face fiscal distress
because of a I7k of institutional capacity to meet the needs
of 1 quickly “x;anding population, requiring substantial
physical constr i«cton and service facility expansion expen-
*.tures. In short, « es in all regions, of all sizes and ages,
are exrenencing increasing difficulty in matching resources
with responsibilities.

The constellation of factors that predispcse a locality
to fisc.  .stress are many and varicd. Beyond those related
to the economic and demographic trends, several other
factors deserve mention, Local governments are unequallv
susceptible to :nflationary pressures because labor -
consatute a significant proportion of local expenditur...
The wifferenual, and often heightened, impact of cyclical
economic dechinies vn cities reduces their tax receipts while
ncreasing the demand for services. Finally, the mix of
revenue sources available to a locality may both hamper its
ability to cope with inflaticnary pressures and reduce its
flexability in putting together a tax package that can maxi-
mize revenue generation bu - uniniize the burden on the
poor and the dependent.

Because urban fiscal distress is related to an imbalance
bet..cen provided services and available revenues, a search
for policy cpuioas to remecy this imbalance should involve
an examunation of: (1) the character of the service package
and the level of expenditures, and (2) the composition of
revenue sources Tlhas omits, for the nme being, the larger
contextual macroeconomic policies that may be needed to
stimuldte economic growth and retard inflation.

"t as there 1s no inherently overdeveloped public sector,
there 1s no Limut on citizens’ demands for services or on the
political process’ capabihty to translate those demands
into service packages. Population and economic-base
expansion l=ads not only to dependable revenue expansion,
but alse to the public provision of a wide variety of local
services Problems develop when growth cannot be main-
tames or when growth rates vary among these factors.
The package of urban services gffered by sorme juns-
dietions has become too elaborate’/ ve maintained into
the future Service inmmmg’there(c . 1s often suggested as
a means of reflect'ng the shrinkage of the tax and popula-
tron bases. However, political constraints have traditionally
militated against lower.ng service levr . or dropping certain
servives altogether. Not only recipients bemoan these adjust-
ments, but also service providers feel threatened by service
package (nmming. Well entrenched public emnloyee unions

Managing
Local Fiscal
Distress:
Adjusting
Urban Service
Packages
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and consttuent subgroups of citizens who depend on
specific services make public sector cuthacks to achieve the
desirad fiscal balance exceedingly difficult. Numerous
localines have had to make difficult and painful choices
before cutting back public services to reduce their service
burdens. Pattsburgh, Baltimore, and Wilmington, Del.,
are examples of localiies that have had some success 1n
reducing public service expenditures.

Ironically, the utility of this option is diminished by
the fa.t that service ‘“‘needs,’’ as they have come to be
defined, do not show the same capacity to shrink as tax
bases. Ir. fact, given the selectivity of the houeholds and
industries left behund, the range, density, and severity of
needs requiring a governmental response may expand as
the available resources,to fund those responses contract.

Another means of reducing service package costs is by

iying maintenance of the service infrastructure. How-
ever, such expenditure reductions may be illusory at best.
Neglect of infrastructure not only may entail increased
repair costs in the tuture, but also may quicken the pace of
outmigration by households and firms.

The more common policy options, however, assume
achieving fiscal balance by replacing revenue loss and
maintaining traditional service packages. This strategy not
only 1s more politically palatable, but also recognizes that
cities perform areawide, regional, and ¢cven national func-
tions for urban America. The needs of the people residing
in these cities, 1if not those of local governments, may be
viewed as the result of being left behind by the outmigra-
tion of others. If the actions of those who move outsidc the
naton’s ciues so dictate what happens to those who live in-
side those cities, then the ensuing responsibilities become
state and national, not stmply local.

In spite of the diversity of state-local relationships, the Local Policy
commonality of economic and demographic shifts that Options for
comrrunities have to cope with leads to a limited array of Replacing
fiscal options to recapture revenue loss while retaining ser- Revenue Loss

viee leve' . (L) ancreasing the existing tax rates, (2) shifting
or adding tax burdens to new tax bases, (3) substituting
servive user charges for taxes, (4) shifung the source of ser-
vices from the public to the private sector (privanzaton),
and (5) shifung service provision and financing responsi-
bilities *o another tevel of government. To this inventory
might be added the adoption of improved financial ac-
counting methods. Financial reporting procedures vary
tremendously among cities, and the need for improvement
15 acute. However, cities do ne® experience revenue 1o .
because of bad bookkeeping, aad a ‘‘management fix''
rarely will be sutficient to avoid the problem. 46
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Increasing existing tax rates is clearly an option. How-
ever, this approach has been at leasi partly responsible
for the outmigration of economic activity and for the de-
cline 1n the revepue-generating capacity of local jurisdic-
tions. Shifting to new mixes of tax sources may help to
redistribute the tax burden from one group to another
within the city, but this option may be self-defeating,
because those most able to pay may be those most willing
and able to relocate to avoid an increased tax burden. The
political gains realized through local redistribution of tax
burdens may do little to increase the revenue prospects of a
locality. Both of these fiscal options work to reinforce the
deconcentration trends that fuel fiscal distress, and
therefore ara-self-defeating.

Financing public services through user charges (fee for
service) has grown in populanty. The adoption of this
mechanism 1s possible because many services provided by
the public sector have an essentially private character
(libraries, patks, museums, recreation facilities). Thus,
prices may be charged on the basis of benefits received
User charges promote equity by issuring that citizens pay a
price proportionate to the quantity of the service con-
sumed. Efficiency 1s promoted because user charges pro-
vide demand <ignals concerning which services, and how
much of each, the citizenry wants. Given the limited
capabilities of municipalities to provide services, user
charges help to ensure that a service will be provided for
and received by those who value 1t the most, assuming that
iney can pay the fee. An added advantage is rhat user
charges are linked to the actual consumption of a service,
not to the eligibility for consumption that 1s tied to
residence. Thus, services are paid for by those who use
them, regardies. of their residence status in the junsdic-
tion. This strategy may exclude the urban poor from
receiving a service 1f they cannot afford it, but the tradi-
tional regressive local property tax systems often force the
poor to subsidize through general taxation unwanted ser-
vizes enjoyed largely by others.

The private provision of traditionally public services is
also increasingly used as a fiscal option, particularly by
relatively young and growing Jurisdictions. Prospective
cost savings 1s generally not the reason for using this op-
non; private service provision is not necessarily more effi-
cient than public service prowvision. Instead, a city’s grow-
ing nability to meet demands is often the impetus for
contracung arrangements. Privatization also is particulariy
attractive to communities that seek to avoid substantial
fiscal outlays required to establish a service infrastructure
that accommodates recent growth or that meets episodic or
s~~sonal needs. However, the use of contracting and ser-
vi e agreements by local governments s better suited for
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newly added services and those whose production, delivery,
and consumption entail a minimum of uncertainty.
Although not a fiscal ~ption, another method of
relieving fiscal distress is available to locahties. They
should be encouraged to give careful attention to the real-
ity and the image of their business climate. By Frojecting
an attractive business climate (albeit subjective and amor-
phous), they can increasingly compete for primary invest-
ment and secondary expansion under certain conditions.

Although the fiscal options available to local governments
are limited and someumes self-defeating, other governmen-
tal bodies can provide assistance. Revenue-generation strate-
gies at the metropolitan, state, and federal government
levels can help to ease (if not eliminate) local fiscal distress.

Given the tendency for localities to lose tax bases
through the outmigration of households and industry, the
use of metropolitan-scale strategies to capture revenue loss
15 attractive, despitz the political obstacies that prevent
their more frequent adoption. Tax-base sharing, annexa-
tion, city-county consolidation, and other metropolitan
reform strategies can help to distribute more uniformly ihe
economic growth that exisis nutside central cities and to
provide an expanded tax base for financing public services.
In addition, federal and state assistance may be usetully
allocated to metropolitan areas rather than to traditional
political junisdictions (cities, counties) within th-m. How-
ever, where and under what conditions metropolitan areas
become princtpal recipients of state and/or federal aid

demands careful examination.
These straleg%s attempﬁﬂe(pa;d effective, 1f not

actual, political boundaries so that they coincide with the
expand=d social and economic scale of the metropolitan
area. The growth equahization of revenues across all
jurisdictions within ‘the metropolitan area may help to
fessen disparities among service packages 1eceived by
atizens in different junsdicuons. Lessening disparnties
among Jurisdictions also may help to stem the refocation of
households or firms from a central to a peripheral location
within a metiopolitan area by alleviating the ncentive of
reduced tax burdens However, because need 1s not
distributed umiformly across a metropohtan area, this
strategy may provide service “‘output’’ equality, but not
service  “‘outcome’’  equality. lnequalities in service
distribution arrangements can be justified as a compen-
satory strategy to amecliorate the existing unequal dis-
tribution of needs anv  1e unequal ability to meet needs
privately across popu n subgroups.

The role of stai. . srnments in responding to the
fiscal dilemmas of their aties 15 quite properly receiving

Nonlocal

Policy Optic:s
for Replacing
Local Revenue

Loss
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increased attention. Since a city and its powers are defined
by the .tate, some problems faced by a city can rightly be
laid at the doorstep of state governments. Although ‘ed- -
eral fiscal relief to localities has increased dramatically

through most of the 1970s, unrestricted state aid has not

increased significantly since the 1950s. For that reason,

suggested remedies include greater direct state aid through

direct cash grants or operating subsidies, or by granting

ey the rnight to adopt other revenue-generating tools

(such as city sales or income (axes).

Although widespread state budget surpluses may be y
viewed as justification for increased state aid to localities,
those surpluses may only be temporary. A more valid
reason for advocating increased state assumption of
responsibility for their localities” fates is that many state
gorernments have increased sigmificantly their managerial
capacities to assist locahties in the past tvwo decades.

Local tiscal health may also be promoted by the trans-
ter to state government of the fiscal and/or administrative
responsibility for selected local services. Two candidates
for tran-fer include elementary and -ccondary education
ard public welfare, unless or until the latter is national
1zed. However, fiscal relief resulting from these transters
may not be subscantial. Vveltare already is a state function
In most rurisdictions, and state assumption of education
expenditures would probably result in of fsetting local taxes
by state tases Although the overall tax burden on local
residents would not be lessened, potential local revenues
could be shifted to other expenditure areas. The loss of
local control over traditionally local functions is one ‘exam-
ple of the potentially undesirable outcomes that attend in-
creasing local fiscal dependence on state resources.

Another increasingly recommended strategy is state
property tax cireuit-breaker programs These are designed J
to limit property tax payments of low-income houscholds
to g tixed percentag? of their income and to subsidize the
shortfall with cash rebates or income tax credits. Most
states have already adopted this mechanism for assisting
low-income elderly citizens This system sumulates a flow
ot state revenue that would clearly have spaual conse-
quences, because central cities are the site of most large
prpportions ot poor households -

Recently, the phenomenon of state fiscal contamnment
mnitiatives tProposition 13) has received a great deal of at-
tenhion In the past § years, nearly hali of the states have
adopted limitations on local taxes or on state 1e4i31es and
expenditures Whether containment takes the form of a
local property tay rollback through cuts in the ax rate, the

indexmg ot \vtate mcome taves to inflation, or “cap laws” -,
restricting tuture growth in state or local expenditures, a
variety of social costs go largely unrecognized. Politeal 49
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jurisdictions may be forced to increasevtheir reliance on
taxes thar are relatively more regressive, and social services
For the poor and the dependent will probably bear the
brunt of the budget adjustments. Cuts in public sector
workforces threaten to be deepest among youth, women,
and minorities—those who have relied on job expansion in
this sector, but who are not sufficiently protected by
seniority to weathe. , ublic sector contraction. Finally, as
states and localities herald containment measures as a con-
trol for a runaway pubiic sector and as a way (o exercise
local autonomy, they ironically increase the likelihood of
even greater dependence on federal government aid.

Federal policy options that propose remedying, 1if not
reversing, local revenue loss also merit close attention.
Federal options either may assist local fiscal efforts di-
rectly or may offer aid by refraining from actions that harm
localities. These strategies can (but need not) be distinct.
The federal government may directly subsidize the interest
rates on locally 1ssued taxable bonds, allowing lpcalities to
raise interest rates to attract more investor resources. The
higher interest expenditures incurrett by local governments
as a result of increased investor resources could be partially
assumed by the federal government.

In contrast, tax exemputions and concessions offered
by state and local governments as incentives to lure indus-
tr+ into an &aea not only have often been 1n2ffectual in 1n-
creasing employment and outg ¢, but also entail the cost
of forgone and sorely needed tax revenues. Punitive
federal action, such as withholding federa! grant: funds,
could be reserved for jurisdictions using tax exemptions as
industrial location incentives. ; )

The transfer of selected services fiom subnational gov-
ernment levels to the federal level also would help to relieve
the fiscal distress experienced by local junsdictions. The
beneficial effects might be direct, involving the transfer of
a local function to the federal government, or indirect, as
when a state function 1s assumed by-the fedetal govern-
ment, freeing state revenues for potgntal local usés.

Four sets of federal actions directly influence local
fiscal opportumties: (1) federal zrant programs; (2) federal
tax expenditures; (3) federal acuions affecting local fiscal
responsibilities; and (4) federal actions that impose expen-
diture obligations Federal intergovernmental ‘aid to ciues
has been important in reducing local fiscal distress where 1t

| has been 1identified and 1n delaying it where it-has been
threatening. Between 1972 and 1977, federal intergovern- -
mental aid helped <tabilize local tax burdens. On a per capita
basis, state and local outlays increased by 131 percent be-
tween 1970 and 1978. By contrast, federal aid to states and
localities went up by 218 percent, while federal aid for cities
' increased from $1 3 bilhon 1n 1970 to $8:9 bilhon in 1977.
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Local governments have become increasingly depen-
dent on federal intergovernmental aid, but these funds
corac with' many strings attached. Local government costs
associated with federal mandates have been substantial.
Federal actions often place requirements on localities
either to undertake new responsibilities engendering new
costs or to cease activities that have a potential to raise
revenues. An \examination of the local fiscal imnacts of
several federal programs shows that the per capita burden
shifted to local governments often exceeds the amount
received in general revenue sharing funds. In addition,
some programs originally funded by federal funds lock
localtties into continuing commitments long after the fed-
eral monies have been discontinued.

.
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Chapter § ,

Social Distress

- ANDTHE URBAN UNDERCLASS

Tc recognize that irreversible changes in the eco-
- nomic environment have taken place is the first
step toward taking responsibility for policies that
perpetuate a dependent underglass. In the long *
run, [redevelopment] seems te offer little if any
hope of restoring the upgrading process. Hence
the outlook for the minority poor will improve
only when their fate is cut loose from that of the
declining cities. Of course, the reverse is also true.
Perhaps the surest means of easing the transition
for the industrial cities is to free them front the
burdencof the minority poor.!

f the nat on’s settlem<nts are allowed to tran-form
in accordance with the changing requirements of an
emerging 21st-century egonomy and society, the tran-
sitional costs cannot be ignored, even though they
may result in long-term benefits for the nation. The suffer-
ing of people caught 1n the evolution of laiger urban eco-
nomic systems is a day-to-day phenomenon and sifould not
be approached in the detached manner of an urban histor-
1an. An urban economy that is no longer confined to central
cities and that can no longer provide services for the depen-
dent poor or jobs for unskilled or displaced workers shifts
the burden of change to those who are least able to bear it.
Efforts to help the urban underclass should not be limited by
underemphasizing or ignoring alternative policy responses
simply because they do not protect city-based political '
power or restore cities to their former lofty positions.
Such social distress experienced by an urban unde:-
class of the poor and the dependent who have been left
behind n the cities 15 the focus of this chapter. In addition
to the policy orientation problem outlined above, this sec-
tion also discusses various methods of reducing social dis-
tress: assisting people who wist to relocate to places that
hold economic opportunities a: d retramning the displaced
worker and training the unskillod worker to enable them to,
gke part in the job market mainstream. 53
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Cities are called on to display two disparate sets of charac- Social Distress
tenistics. First, they must exhibit enough stability to meet in an

the essential needs of their resident citizens and noniesi- Urban Context
dent constituents. Far more Americans directly depend on

cities daily than live in or even visit them. The emphasis is

on continuity, being a predictable source of respite and

relief, opportunity and order. Af the same time, cities must

be sufficiently flexible to adapt to the economic and demo-

graphic trends that constantly transform their relation-

ships with their residents, neighboring localities, the

region, the naduon, and the world. The .myriad responsi-

bilities that they are ass:~ned do not vary predictably with

the resources that they have available. As levels of popula-

tion and employment fluctuate in a community, one or

more forms of urban distress often result.

Urban distress is a generic term that includes both
institutional and individual aspects. Both forms of urban
distress are not new, but given the traditional welfare func-
tions of citis in urban societies, the distress afflicting
urban nstitutions is relatively recent in origin. For the
large older cities, institutional distress can be traced to the
limited flexibility of historical political institutions and
fiscal arrangements to adapt to fluctuating urban condi-
t1ons and circumstances. Deteriorating physical structures
and shortfalls in funding municipal services have become
both' cause and consequence of departing households and
employment opportuntities.

By contrast, the distress afflicting individuals is an
age-old aspect of urban hfe. This social distress relates to
the roles that cities have always performed for the larger
society—to provide services, to acculturate newcomers, .
and to supply job opportunities for the unskilled or the
inadequately skilled. Consequently, just as a hospital is the
pereminial setting for illness and attempts to treat it, cities
have been the collection point for people 1n need of income,
education, housing, health care, and employment.

A regional reality overlays this analysis. Social (indi-
vidual) distress 1s more likely to be found in the South,
while fiscal and economic (1nstitutional) distress are more
hkely to be found in the Northeast. Whether socioeconornic
conditions are measured by overall income levels, percent-
ages of poverty, or per capita income, southern urban resi-
dents are poorer than urban residents in the rest of the
country. That regional reality must be qualified, however,

by recog that most indicators of social distress are
not it o speaific regions, and that tremendous diy »r-
SIty exis -n 11l regions. Assistance that keys squarely
ON regiot rgets may lose 1ts capability to differentiate
within regions and to direct aid to subregional locations
Q therr residents 54
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In the past half-century, the least distressed house-
holds have been able to migrate to the suburbs and be-
vond, leaving pehind an urban underclass—the poor and
the powerless, the disadvantaged and the dependent. Iron-
ically, conditions in cities may appear to have become
worse largely because cities have performed their functions
for society so well. Unlike hospitals, which measure their
success by their capability to discharge patients whose
health has been restored, the success of cities is evaluated
by the aircumstances of those left behind.

Our cities may never be nd of social distress, even
though both individual and institutional djstress may be
the subject of meaningful amelioration. Although each can
nourish the other, fiscal and economic distress do not nec-
essarily accompany. social distress. Where they coexist,
independent policies may v= required.'Consequently, 1nsti-
tutional remedies, such as strategics of metropolitan reor-
gamzation, aid to le~! governments and businesses, or
even functional aid programs in manpower development,
housing, transportation, or local economic development,
may do httle or nothing to assuage social distress.

Most current federal aid programs that are directed at ame-
horating urban distress focus on problems more closely
associated with intermediary institutions (including schools,
workplaces, departments of local government or neighbor-
hoods) than with individuals directly. One reason for this
focus s the widely appreciated linkages betweerf circum-
stances afflicting people and those afflicting places and
institutions.  Although such linkages exist, reliance on
policy instruments that reheve institutional distress. n
order to relieve individual distress may overly simplify a
bewildering and complex pattern of relationships.

Urban policy that 15 designed to remedy the problems
facing people indirectly by remedying the problems facing
local governments or businesses directly deserves some
reanalysis Policies aimed at remedying fiscal, economic,
and/or physical structure distress may help remedy the ills
of distressed cities without necessarily-having much impact
on thells afflicting an urbar: underclass. In addition, such
federal aid policies with an explicit urban focus are intended
to alleviate poverty—a condition associated with life n
cities, but not exclusively so.

Despite the importance of recognizing the general dis-
tress created by shifting Jocal and regional cconomic bases,
which have often resuited 1n imbalances between resous ces
and responsibilities,

neutrahizing the old aity’s fiscal legacy 15 only
one stepin an attack on the basic urban problem
y hat basic probleni s viewed . . not as one of ity

Responding
Institutios. °
Versus
Individual
Distress

ERIC g

Aruitoxt provided by Eic:

to



governiments, but rather of city residents, and in
particular . . . the continuing concentration of the
minornty pour in cities offering diminishing job
opportunities.’

Urban poverty, reflected in chronic unemployment,
episodic displacement, or unemployability, is probably
more directly the consequence of the lack of marketable
skills, locational mismatches between jobs and people, and
the problems of job access in structured labor markets than
of deficiencies in other forms of capital. Although eco-
nomic opportunity may exist in abundance, urban poverty
persists in the midst of plenty because of the maldistribu-
tion of that opportunity or access barriers to it.

In large part, then, urban poverty requires an approach
thatemphasizes the potential tor a redistribution of economic
opportumty and/or the unemployed or underemployed who
can weik. Linking people to economic opportunity has
never been accomplished exclusively within localities.
Rather, it has often required that people relocate to set-
ungs where opportunities exist. Jobs-to-people urban strat-
egies should be supplemented by more emphasis on people-
to-jobs strategies and programs, which assist people willing
to migrate to the location of new opportunities. Urban pro-
grams aimed solely at ameliorating poverty where it occurs
may not help either the locality or the individual if the net
result is to shackle distressed people to distressed places.

Urban programs may also provide direct assistance to
those for whom the functioning of local, regional, and na-
tional labor markets is largely irrelevant. For the dispro-
portionate number of the unskilled, minority youth, . .
females heading households, elde:ly, and even some wcrk-
ing poor who may temporarily or permanently comprise an
urban underclass, assistance tied to job expansxon or other
communty and economic development approaches may be
largely ineffectual. For those who cannot work, aid inde-
pendent of economic development strategies 15 required.

In the coming decade, many communities most certainly Industrial

will experience a continuing 1nability to compensate fully Transformation
for their loss of economic vitality, which is so often and the

tied to the transformation of their economic bases. This . Displaced
situation will probably persist even though the bulk of out- Worker

mig.ation of people and jobs, income and capital, 1s prob-
ably completed. In the not too distant future, an adjust-
ment process could well unfold in some older large cinies,
accomp: nied by local revitahizauion at new, lower levels of
populaticn and employment. However, the massive losses
of industrial employment probably will not be recouped,
Q@ en during, cycheal upswings in the nation’s economy, and 56
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the middle class probably will not return to the central
city in large numbers. Chances are that this prediction will
also be valid for newer cities, suburbs, and entire metro-
politan areas.

Challenging the ‘‘myth of the return of manufactur-
ing,”” the ‘‘forces leading to the dechne of cities and
regions are powerful and the federal government cannot
reverse them,”’ and so the nation must accept that “‘manu-
facturi- 4 is the past, not the future, of older central cities.’”*
Instead, the economic function of cities is changing—from
a center for production to one of service consumption. The
inability of the service sector to compensate fully for man-
ufacturing employ[nént losses makes the picture even more
stark. In addition, the compressed .imeframes involved in
the transformation process also hamper adaptation.

In the wake of this transformation, greater priority
should e given to the displaced worker who bears the
brunt of industnal restructuring and disinvestment. Future
national, regional, and local economic planning should
nurture the creation and adoption of new institutions to
«>s1st 'the displaced worker. Efforts should be made to
train or retrain these workers to make them competitive in
rapidly changmg labor markets. For example, assisted
mid-life retooling becomes increasingly more important
because industries that workers enter 1n their youth can
often lose their competitiveness while the .worker is too
young to retire or too laden with family responsibilities to
incur alone the costs of new skills acquisition.

In addition, where possible and desirable, displaced
workers should be assisted in migrating, if they so choose,
to places offering more opportumties. A more equitable
incomes*policy also could be developed to reduce unjusti-
fied income inequality among people and regions. Add-
tionally, workers in threatened industries cauld be encour-
aged and assisted in increasing their participation at the
work site in order to improve worker productivity.

A current major urban policy theme has stressed aiding
people where they live by implementing various jobs-to-
people strategies. Improvement in the condition of the ur-
ban poor principally has relied on narrowly defined urban
economic development efforts to revitahze economically
declining cities that have been traditionally dependent on
manufacturing.

This general policy theme has beén legitimized largely
through the War on Poverty efforts and related place-
oriented policy, such as urban renewal, the Model Cities
program, the Cemmunity Action program, as well as more
recent federal aid transfers to local governments and neigh-
borhoods. However, such policy stands in contradistinction
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to the historical role of migraiion as the dominant means
of linking people to opportunity.
“A common thread of all mass migrations in U.S. his-
tory has been the search for economic opporturity.
Migration is perhaps best defined as one form of
human response to the uneven spatial distribution of oppor-
tunities and resources.’’ During the first half of this cen-
tury, our nation’s poor have migrated on a mass scale, par-
ticularly the rural poor moving into northern cities. The
migration west and south of people seeking economic
opportunity also has assumed major proportions.
Although aided over past decades imr .easurably by
technological advances, the mobility of Americans today is
increasingly limited by a variety of social, legal, and 1nsti-
tutional factors. States and suburban communities are voic-
1ng no-growth or restrictive growth sentiments that are
often aimed at reducing environmental degradation. Minor-
1ties aqd households of certain compositions (single per-
sons, single parent families) are often limited to sclected
residential areas because of the unavailability of appro-
pnate housing, jobs, transportation, and special services
(such as day carc) and the more subtle barriers of sex, race,
and lifestyle discnmination Middle-class mobiiity and
migration are hampered by tremendous financial and psy-
chological investments 1n housing and communpty, and the
difficulty of refinancing and relocating aihop‘éehold with
two or more working members. The spatial segregation of
the young, the old, the single, and the poor also increasingly
translates into migration barriers for Americans. For these
reasons, as well as ‘‘tilts”” in contemporary urban policy
that inadvertently anchor unemployed and displaced work-
ers while attempts are made to import economic oppor-
tunity, short-distance mobility and long-distance migra-
tion are increasingly perceived as unattractive or irrelevant-
strategies for linking people with economic opportunity.
Urban policies today subtly reinforce tne notion that,
an urban underclass 1s best helped ‘“in place.”” Certainly,
part of this conviction 1s based on the belief that big ity
bureaucracies can relauvely efficiently identify the poor
and distribute money and in-kind serviccs to them. Admin-
istrative handiing of problems 1s generally considered more
efficient if the pvor are concentrated within political juris-
dictions. The fact that the poor and their multiple afflic-
nons might also ve aggravated through this concentration
process has not always been fully appreciated. Although
dispersing a problem may not solve it, a healthier environ-
ment may reduce the contagion effect, as illustrated by the
urban ghetto, that militates against urban remedies.
Other, less chantable reasons exist for the lack of sup-
port for developing policies that assist reople with prob-
lems to relocate from places with problems. The national

-
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perspective on local urban strategies is conditioned by a
wide variety of social and political factor- Middle-class
whites—and muddle-class blacks— iard theirr social and
physical separation from t'  urban underclass. An array
ot political forces (zoning restrictions, building codes) sup-
ports an approach that keeps the poor where they are. Fur-
thermore, the nation’s elected officials understandably
prefer urban pohicies and aid strategies that are oriented
toward places, because these tools allow them to enhance
their resources 1n an urba’: systerr that continues to make
more political, than socia. or economic, sense. Final.,, the
recent development of com*nunity opposstion to giowth of
4ny sor: (o avold environmental degradation and natural
resource distress also ~ often a thinly veiled attempt to
hcep out the poor, cspccnalix the minority pcor.

tor these reasons, related to social exclusion, political
base protection, and policy inertia, the United States has
no program

to help underemployed, unemployed, and low
income persons in lagging areas to move and find
employment in areas with greater opportunities.
Furopean experience . . . together with labor
mobility demonstraton projec » 1 the United
States, hdave shown that such programs are effec-
tve Failure 1o institute a permanent program
ot comprehensive relocation assisiance 1s perhaps
the most deficient aspect of . . . spatiar resource
alfccation in the United Stares

The Umited States 1s virtually the only developed cap-
itahst nanion without policies or programs that assist the
nigration of people who are willing to follow employment
opportunities In Fuarope, mobility assistance programs are
retatively well developed and enjoy considzrable legitmacy.
Presumably some portions of such people-to-jobs policy
strategies couid be imported.

The Orgamization for Economic Cooperation and De-
velopment  has considered ~everal relocation assistance
~trategies used 1in Europe

.
Lsrablishment of a national employment informa-
non clearinghouse to facilitate interregional migra-
rions among regional labor markets.

Provision of travel assistance for workers who are
relocaung to start specitic jobs.

Provision of money to assist workers v ccrmmute
dutuig e caily stazos—after indinga sbinancther
locality and belore relocating their household.
Provision of transitional assistance to ease the
burden ot relocatiom »xpen< , while awaiting the
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Mainteuc .e of room and board facilit€®
d or single workers, especially when they I
to tain training required by a job
Provision of youth hostels for ielocated young
workaers.

Provision of separation and travel allowances for
married workers who have founu distant jobs and
who need assistance to return home for visits n-
stead of or prior to relocating the family
Subsidization or complete coverage of moving cost»
- Provision of housing search and resettlement as-
sistance.

Reciprocal information networks among regions, mdus-
tries, and segmenis of the labor force, av well as money
and 1n-kind adjustment services, aiso appear to be crucial
to the successful operation of a relocation program
Many large public and private sector employers
already provide these and many other reiocation aids for
their white-collar workers Unfortunately, such transition
and rmugration assistance packages are generally not
available for unemployed or underempioyed persous. Ac-
tions to aid the urban underclass therefore should focus on
developing migragon assistance for those who wish to par-
ucipate. Although the expense may not be insignificant,
this package of short-term aid could well serve as a
subsiitution for relatively long-term welfare payments,
whicl. at best maintain, but seldom improve, the cir-
cumstences of the displaced worker.
The exportability of these strategies from the Euro-
pean expcrience to our own 1s a ,ustifiable concern, espe-
ciz.ly considering the distnbuion patterr of the U.S
economy and the decentrahzation of our political struc-
| ture Fortunately, (he results of a series of mobility demon-
} stration projects conducted by the Department of Labor
| between 1965 and 1969 lend support for the viability of
‘ these kinds of labor relocation programs Under their
| aeg1s, some 14,000 unemployed and underemplcyed work-
| ers were relocated with the assistance of relocation allow-
| ances The results indicated that the vast majonty were sat-
‘ nfied with their moves and that they probably would not
i have heen able 1o refocate without the assistance
‘ Cash allowances are probably less important than non-
| cash forms of assistance. Help in locating a home, arrange-
| ment of preemployment trips for interviews and training,
tamly relocotion counseling, and an extensive and respon-
sive job ciearing system to match workers with employm .nt
opportunities in regional ar4 national job markets are
| particularly essent.al  Reldung individual workers 1o
1 appropniate labor markets reflects the hkelihood that access
to the relativel - small-scale labor market within metropolitan
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areas (where the social and economic barriers between cen-
tral city and suburb would have to be crossed) may be far
more diffscult than breaking 1nty reiauvely similar labor
markets between metropolitan areas or entire regions. In
many nstances, for an unemployed laborer 1n Buffalo to
move 1mto a job matching his quahfications in Phoenix
may be more feasible than resolving a local mismatch be-
tween the location ot jobs and the residence of worke.s
The pdicious combination of support services and
relocation grants would be bene.ricial to workers and their
famuies as they negouate the extremely complex regional
and natio. | labor market systems These strategies would
abo probably meet current popul~r demands for efficiency:

s

*

[Slouety benefits greatly from these relocation
projects. | These pilot projects show that there
v a sizeable group of unemployed workers who
are willing to relocate to obtain employment. Pro-
viding retocation assistance to these people 1s the
least expensive governmental method of providing
employment for them. For those unwilling or un-
able to move,'unemployment insurance and wel-
tare payments will be available. What s important
. 1s giving the unemploved worker a choice, rather
than ndemning hie to unemployment. A

Robust tederal ettorts in manpower development and
training were mitated nearly two decades ago The Man-
power Development and Traiming Act of 1962 established
for the federal government a dominant role in the financing
and administration of a variety of programs aimed al ac-
gquinng <kills, developing employability, and providing
jobs and work experience The Comprehensive Employment
and Training Act of 1973 wgmificantly <hifted the control of
program funding to focal governments, although the fiscal
dependence ot focalities on the federal government was
demonstrably increased in the process

A lirge proportion ot the urban underclass cannot be
absorbed into the private sector economy because they lack
skils demanded by modern society  Efforts should con-
ninue to tran those who have never had marketable skailly
and to retrain those whose skills have been rendered obso-
fete or redundant. With the ulumate goal of securing pri
vate sector employment for these workers, suppic mental
and transitional pubhic employment programs are justified
so that all who can work are able to do vo. Improved access
to economie opportumity through relocation or retraiming
o1 both 15 less relevant for a sizeable poition of the urban
underclass who cannot work and for those who work n
fow wage sectors of the economy As always this residual
class can heat he assisted throngh a mare coherent hlend of
social polictes and programs
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Any effort to revitahize th® nation’s economy necessanly
reguires an examinanon of local economic conditions and
circumstances in relation to national and international eco-
nomic and geopolitical trends. To some extent, although
not entirely, the large-scale trends suggest that the articula-
hion withir. a national economi¢ system requires more than
linking people and jobs within Jocal or regional market:
Although workers may be permanently unemployed or
underemployed in one region, opportumties that are (at
best) ilusory in their communities may exist in other hear
or distant places and may be realized by assisting in their
relocation Whereas so many economic development poh-
cies have been relauvely ineffective in bringing jobs to peo-
ple, n the very least a people-to-yobs emphasis derives
potency from the fact that it works with, rather than
dgainst, larger economic and social trends.

In the hight of the large-scale economic transforma-
tons under way, policies that hold the di.tressed place-
distressed people linkage inviolate, and thut try to improve
the fortunes of both in each other's presence, may be mis-
guided and misinformed. Publiz policy should seeh to
loosen the tie between distressed people and distressed
place® just as a vanety of technological developments has
foosened the bies between industry and its traditional urban
location
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Chapter 6

Reappreciating

THE ROLE OF THE
States

he 20th-century deconcentration of residences

and workplaces has strained the historical rela-

tionships among levels of government within our

federal system. Coincident with this trend has
been the concentration of power in and the assignment of
increasing responsibilitie; to ever higher levels of govern-
ment. This phenomenon is reflected in the remarkable
growth of the public sector—first at the federal level and
later at the local and state levels.

Although many extralocal governmental bureaucra-
cies (state, regional, national) have grown exceedingly ca-
pable and influential in the past several decades, the 1970s
witnessed a conscious effort to decentralize certain respon-
sibilities for funding and administration from the federal
to the local level. Thus, whether our focus is the centralizing
dynamic of the period spanning the New Deal to the Great
Society, or the decentralizing dynamic of New Federalism,
one discovers that federal-local relationships have been
continuously shaped and reshaped. As a result, local gov-
ernments have become responsible for some functions pre-
viously reserved for higher levels of government, but have
only highly variable capacities to azsume them.

Considerable analysis has been made of the relation-
ship between governmental structure and social and eco-
nomic conditions. The 1ssue often becomes when and under
what conditions, not whether, the federal go...nment
should aid locai governments. However, as legal entities,
cities are the creations of states. Therefore, any policy with
imphcations for local governmental structure and func-
tioning should also involve state governments.

States specify, by charter or articles of incorporation,
which powers localities nay exercise and to what extent.
Cities retain only those powers explicitly granted. States
establish local governmental boundaries, functions, and
revenue sources They constrain annexation processes, de-
termine the locations of major capital expenditure projects
and development investments, and apportion he financial

A More
Yisible Role
for States
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responsibilities for welfare and education among substate
jurisdictions. States define the public services that locali-
ties provide, mandate their levels, and dictate musicipal
tax arrangements, including type, rate, and permitted ex-
empuons. As the ‘“‘constitutional parent of local govern-
ment,”’ states often unknowingly reinforce, through com-
mission as well as omission, a large portion of the cir-
cumstances that cities must.cope with. For instance, most
states assume little respoensibility for financing local educa-
tion, shifting these burdens onto often strained local prop-
erty tax bases. Yet, states are often woefully tardy in
reforming the admunistration of the property tax, especially
with respect to uniform full-value assessment. Further-
more, not only do a fifth of the states lack 4 state income
tax, but stafes historically have forbidden localities to
adopt a commuter tax or an income tax to bolster their
revenue-generating capabilities.

Federal urban policy cannot afford to bypass and 1g-
nore states. A key to policy interventions that can restruc-
ture the incentives, oppoftumties, and constyaints under
which localities operate is found at the state level of gov-
ernment. However, only a very few states currently are
willing or poliucally disposed to assume significantly
greater resp. asibiliies for cities in their jurisdictions,
despite tneir increased capability to do so.

Rectifying inattentiveness and inadequacy at the state
level might well be considered a major thrust of federal
policy interventions n the decade ahead. Ambitious state
action is required to modernize the structure-, the revenue
snurces, and the <ervice responsibilities of local govern-
ments in urban areas. The federal government could create
the incentives for states to undertake these efforts.

What might state governments do? In i+ most general
terms, states should turn to two tasks. First, they should
consider providin  irect financial assistance to distressed
citizens and :unisdictions to ameliorate the distress condi-
tions for which they are partly responsible. Second, they
should allow, and indeed encourage, the revision of local
government fiscal bases More specifically, states could
assume responsioility for some services historically assigned
to local governments telementary and secondary educa-
tion, welfare). They could establish systems of statewide
revenue sharnig and categorical assistance to distressed
localiies. and encourage me#opolitan tax-base sharing
where annexation 15 no longer feasible or desirable.

States should review the property tax system, reexam-
mng, for example, user charges for selected municipal
services as an alternative to the ex zssive reliance by most
communities on the property tax. States could help lo-
caliies weigh the menits ¢f contracting for the private
@ «1son of some traditional public services. Because local
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governments often are accused of being ‘‘underbureau-
cratized,”” having neither the institutional nor the proce-
dural structures to manage services, property, land, or
finances efficiently, states could assist in modernizing
these facets of local government.

States could strengthen or modify local powers to
match the responsibilities for growih and decline manage-
ment that localities have inherited. They could integrate
their own tz 'ng powers and objzctives more rationally
with those of substate jurisdictions. States could explore
the wide range of tax policies, regulations, legislation, and
incentive systems to ensure that local efforts are consistent
with development efforts among all substate urban and
rural areas.’

Through inducements and constraints, states could in- . .
fluence the land-use policies now wielded’largely for local
purposes; they also could seck to reassume certain la ad-use
control powers that have been delegated historically to lo-
calities. Through their regulatory and oversight capacities,
states could impose standards for a wide array of activities !
common to all localities. Through the owning and acquisi-
tion of land, states could assume a more purposive role in
influencing the patterns of urban growth and decline.

In short, although urban problems do not respect the
jurisdictional boundaries of local governments, policy in-
terventions aimed at urban problems do. Accordingly,
states should take the lead in adapting substate govern-
ments to the problems that are spilling beyond the bound-
aries of local municipalities. For those metropolitan areas
that spread over state boundaries, the same principle of an
increased policy presence for states should be employed
cooperatively between the affected states.

In reviewing the rather considerable powers of the states, An

and their potential to craft comprehensive urban develop- Appreciation
ment policies to supplement, if not substitute for, federal for Recent
efforts, The President’s National Urban Policy Report(s) Efforts

have noted the efforts already undertaken by selected
states across the cowntry. Thirty-five states, along with
several dozen cities or metropolitan areas, have initiated
broadiy based citizen efforts to anticipate and prepare for
growth and decline processes, and to harness the creative
energies of state-local partnerships 1o intervene in and to
influence the results of those processes. )

Forty-two states provide preferential tax relief for
agricultural land and open space, 34 states are involved 1n
coastal zone management, 13 states have special legislation
protecting critical environmental areas, and § states re-
quire permits for developments with regional impacts.
Fifteen states have adopted new land;use legislation, and - 67
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nearly all 50 states have taken steps to bolster the state role
in problems of land use and growth management. Colo-
rado, Florida, Hawan, Oregon, Maine, Massachusetts,
Minnesota, North Carolina, and Vermont are in the van-
guard of states that have assumed a major intervenor role
in land-use management since the mid-1960s.

The intergovernmental structures and processes link-
ing federal and local levels of government are key entry
points 1nto the urban policy process. Since states should be
brought into full partnership with other levels of govern-
ment, fiscal relatonships provide an opportunity for that
process to begin. ’

The most important category of revenue growth for
local governments has been intergovernmental aid. Direct
tederal aid to local governments has grown dramatically 1n
recent years. General and countercyclicai revenue sharing,
local public works funding, and Comprehensive Employ-
ment and Tramning Act (CETA) programs have become
bonds of dependence as well as conduits for funds to local
areas Because the federal budget is increasingly subject to
trimming and most srate budgets are reporting surpluses,
the ume 15 right fce states to become more actively in-
volved n the functioning and financing of local govern-
ments. No uniform strategy can be suggested for all states,
because the number of functions performed by local gov-
ernments and the fiscal arrangements necessary (e perform
them vary considerably. Nonetheless, the charaeter of a
state government and tts relationships to local and federal
levels of government should be a major focus during the
coming decade.
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Chapter 7
PESPONDING
Fo A CHANGING UiBAN
AMERIC A TOWARD A

New Federal
Policy Role

ecause of the ongoing transformation of our cen- .
tral cities and the current deconcentration trends
influencing that transformation, our nation’s
cities are expenencing economic and fiscal dis-
tress, while their residents are suffering from social dis-
tress. Such overall urban distress has invited a sequence of
vigorous federal responses. As a result, for two decades the
national covernment has developed its urban policy on a
program-by-program basis and with a locational focus.
But s this form of response appropriate?

To answer that question, several background queries
need to be answered: What should be the ultimate concern
of federal urban policy—people or places? How should fed-
eral policy responses bz targeted? How responsive are the
present allocational mechanisms? How should the urban
impacts of nonurban federal policies be addressed? Finally,
1s a national urban policy, as it is currently conceived and
implemented, the appropnate federal response to urban
problems? Such questions are explored in this chapter.

The diversity of problems afflicting the nation’s cities and Peop.: -
their governments, businesses, and residents reflect long- Versus-Place
term changes unfolding across several spatial scales—cities, Orientations

suburbs, nonmetropolitan areas, multistate regions. This
situation has recently invited remedy through broad-
gauge urban policies and programs administered by a cen-
tralized policy machinery. Nevertheless, federal initiat'ves
in urban policy have always been hobhled by the choice be-
tween two approaches: to help people directly or to aig
them indirectly by helping local places, governments, and
businesses directly. The people-versus-place orientation,
although in some sense a phantom distinction because of
the interdependence of the two, nonetheless has been a
salient issue 1n urban policies of the past two d=cades.
Histenically a general piace orientation in federal urban
policy has been the unavoidable consequence of the way
political power s tied to and reflect< pohitical representation
by Congressional districts In general terms, Congressional
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support for urban policy initiatives 1s often the net resuft of
the activities of all those who believe that a proposal bene-
fits their district, state, or region, versus those who judge
that it does not. Such pohutical calculations unavoidably
reflect a certain ulimate concern for the fates and fortunes
of specific places. Understandably, the political system
therefore has had great difficulty dealing with a truly na-
tional 1ssue without {irst translating it into countless, nar-
row parochial 1ssues, because eventually political support
and votes will be tied to local and regional calculations 6f
self-interest.

The contemporary commitment to a dominant place
orientation 1n recent urban policy reflects both the struc-
ture of our political system and the experience of past
policy imtiauives. Even during times of unparalleled pros-
perity, pockets and even regions of disadvantage and dis-
tress have persisted. General macroeconomic policies have
been unable to eliminate the poverty and distress o. partic-
ular places. Fiscal and monetary policies have not been
sufficiently surgical to root out and ameliorate localized
distress. Likewise, transfer payments ot aid, which so
often are allocated to people and local governments on the
basis of many factors other than need, also have been
unable to ehminate distress in the midst of prosperity.

By default, yet consistent with the decentralization of
federal power begun in the early 1970s, the backbone of
federal urban policy imtiaives has become a narrowly .
arcumscribed concept of local economic development.
There has been great emphasis placed on revitalizing
specific places by sumulaung local participauon and
leveraging private sector resources, with the assumption
that alleviating the distress of specific places also would
alleviate the distress of people 1n due course. Although in-
stances of success do exist, the results for most distressed
localities have not been encouraging. A wide variety of |
federal assistance programs are underused by distressed
localies, owing 1n patt to the insigmticance of the size of
the aid, a hmited awareness of the programs’ existence, a
reluctance to depend on the federal government as a work-
mg partner, the regulation strnings attached to federal
money, and the aura of uncertainty concerning future
funding or policy goals

Arising out of the current federal policy emphasis on Need /
aiding specttic places 1s the need for a method to idenuty Assessment
those plices requiring assistance The favored approach s and the

the notton of taigeting What 15 the aim? The idenufica- Targeting of
tion and amelioration of need - an extremely dluave target Federal Aid
tor any policy ettort 72
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No sausfying overall definition exists of what consti-

tutes *‘need’” 1n urban society, nor 1s it hkely that one ever
will. In 1ts absence, proxy indicators must suffice. Urban
need has three major dimensions: social, economic, and fis-
cal, which correspond roughly to the problems experienced
by people, busmesses, and local governments. **Social
need”” may be present if high proportions of the residents
in a place are living in poverty, experiencing high rates of
unemployiment, or living 1n a locauon characterized by
poor housing, poor schools, and high crime rates. Like-
wise, “‘economic need'’ may be experienced if cities have
difficulty maintaining their economic bases because busi-
nesses do not expand 1n place or because they transfer part
or all of their act:vities to alternative locations in the metro-
politan area, in the region, to other regions, or out of the
country altogether. *‘Fiscal need’” may be idenufied if cities
experience a growing imbalance between expenditure re-
quirements and revenue-raising Capabllilg Perennially im-
balanced budgets, large debts, high taxes, low liquidity, and
low bond raungs, as well as public service packzges that do
not reflect current service needs and a decliring capability
to meet those needs—all are symptoms of fiscal need.

Although these various needs ma: * ~ interrelated, they
do not necessanly occur together a.. f the time. Social
needs have been most severe 1n southern cities, regardless
of size, and n iarge midwestern ciues. Economic needs
tend (o be concentrated in large northeasiern and midwest-
ern cties. Fiscal ueeds are most rronounced in medium
and large southern and northeastern cities and large
midwestern cities.

Grven these circumstances, choos:ng one dimension or
even combiaations of urban need to target federal aid to dis-
tressed people, places, and local governments 1s diffic lt.
In additon, specification of targets by need will cont nue
to be hampe d by the lack of definitional consensus; by a
lack of umei,, accurate, and relevant "ata; and by the nec-
essary adopuion of gen=ral indicators at the sacrifice of
useful details that ace so important (o understanding the
problems of people, businesses, and local governments in
specific places

The coacept of targeting has bread appeal as a policy
sym S0l because federal resources for urban problems are
quite modest and have been dechning in real dollar term:
since the late 1970s. Funds allocated through targsting are
mtended to achieve greater efficiency and equity through
redigtnibution The search tor redistributive equity through
the unequal treatment of people or places exhibiting un-
equal need s reasonably well appreciated, despite the polit-
wal tendency to distribute scarce funds relatively broadly.
However, the search tor allocative efficiency 1s clouded in

ambiguity - A polincally (1if not necessanly economically)
o :
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efficient allocation of resources is often judged to be achieved
1in one of two ways—by putting the money where it will do
the most gocd, or by putting the money where 1t 15 most
needed. Clearly, the allocations across localities achieved
by these different strategies need not, and mos likely never
will, be identical.

To date, some evidence exists to suggest that funds can
be reasonably well targeted. Limited federal resources have
? been successfully directed to places where the needs are

greatest, as measured by the accepted need assessment
tools. However, this result may simply mean that once the
“decision is made about where to aim, the funds seem to get
to the desired locations. This outcome says nothing about
whether the selected allocation pattern and associated out-
comes are the most efficient, effective, or even a marginal
improvement over other possible distributions.

Another point should be appreciated: The funds avail-
able to allocate are so 1nadequate relative to the identified
needs, and the underlying theories of local economic and
community development and revitalization are so rudi-
mentary, that even totally efficient targeting may have no
substantial effect in slowing down the transformation of our
nation's urban places. This latter realization, it would ap-
pear, :s crucial. All others may be derivative or secondary.

The dominant place orientation of current urban policies is Federal Aid
dependent on a targeting capabihity that uses territorially Allocation
defined locahues (cities, metropolitan areas, counties, states, Mechan sms
regions) as units of analysis. Even though in many cases #

the ultimate goal of federa! urban policies is to aid people
indirectly by aiding places directly, a place=oriented federal
policy strategy depends on the capacity to identify and to
direct resources to selected localhinies. The distribution pat-
tern of 1ederal tunds to specific places, and the more obscure
pattern of urban results in these places, are critically depen-
dent on the mechanisnis used to allocate federal resources.
In the past two decades, two principal mechanisms for
allocating federal aid have been used—project grants and
formula grants. Project grants distribute funds on a com-
petitive cr discretionary basis, where both the discretion
and the compention remain largely at the federal level.
Consequently, successful apphicants must use the funds for
relatively specific and predetermined purposes. Formula
grants, on the other hand, reduce federal discretion, be-
cause local ehgibihty 15 specified by law or regulation. The
allocative mechamsm 15 a formula that guides the distn-
bution of funds according to the distribution of some other
resource (such as populanon) or circumstance (such as the
unemployment rate) The competition and discretion sur-
rounding alternative uses for these funds are shifted more
@ ard the local levels of government,
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Formula grants break down int.s three types—categor:-
val, block, and unrestricted Categorical grants involve a for-
mula that directs tunds to relatively narrowly defined uses,
such as law enforcement assistance. Block grant formulas,
such as community developmert block grants (CDBGv),
allocate tunds tor more generic purposes, and the specifics
4re hammered ou. at the local level. Uarestricted funds,

wh as general revenue sharing (GRS), are distribu’. 1 to
the local tevel for relaavely general purposes

Currently, there are nearly 150 formula-based categor-
tcal grants to state and local governments; 130 of thése are
haved on some measure of need. Formula-based grants to-
eether distribute nearly $50 billion annually to state and
wocal governmnents The formulas vary, depending on the
intended ures tor the tunds. Many use a single factor such
a5 population to allocate funds. Others use combinations
ot tactors with diffe-ential weights 13 order to cal.brate the
krnds of etfedts desired on the chosen targets,

tn the past decade, Congress has shifted away trom re-
Inanee on saattered categorreal grants, Recen: cmphasis has
neen o a few, large block and unrestricted grants (CDBG,
GRS and CETA), thus altering the character and substance
of tederal programmatic intervention mnto urban aftairs

The cvolution ot the federal strategy of “*government by
tormula™ places great weight on a very weak plank—how
need s identified  Any conclusion about the fairness of
atloc :ony depends on prior specification of goals and on
the Viowee of the proxy ind..ators ot need ttat are used to
construct the tormula e addition, formula-based aid
strategies are only superficially cbhyective and mechanisuc,
hevause the act of taigenng 1s bascally political. The truth
ot that allegation 1y secr. st clearly when attempts are
made 10 tam,  wath ornignal tormulas, ret~rgeting thern
to achue < hirterent allocation ouccomes.

The urban impac. . o* tederal assistance depend not
ey on the method o allocating resources, but also on
wiere the resouives are directed and how ther are used
For example, substannal proportions of the funds distrib-
uted by tormule go directhy to foca! governments Several
notthle consequence  are associated with this allocation
stratees Binst, sach arrangements often bypass state gov-
crimie U under the assumption that the federal and local
fevels of wovernment better understand loca! needs and are
“loser™ rhe people Tars situation makes it extremely
Uit por states o in bringig conerenee to the mual-
nple ana aned devaopment activities across substate
unmts wr to reenent thar plaumng focus to metropolitan
a ather than locabitic

Responsiveness

and
Effectiveness
of Federal
Allocations




A second conseqguence ot this local government tocus
is that locahities dre often used to carry out nationdl policy
vodls implicitly even though the tederal funds recenved are
not suttiaent  The temptation af ) ewusts 1o reereate the
arganizational complexaty ot the tederal bureaucracy at
local and state fevels simply to achieve a mesh between the
respective bureaucracies

Although cinies i general benetit troms these allocatve
arrang.ments, the pohitical reahty dictates that scarce re-
sourees are dispersed over o large number of jurisdictions
T he conseguence of this action s that 'ny potential potency
that might be realized in 4 concentrated torm iy diluted a-
resedrees are ~pread thinly throughout the naton. The
structure ot political power, not need 1n any ot 1ts tradi-
toral matitestations, becomes the template tor distributing
tederal tunds The tederal capacity to concentrate assis-
tance tor those people or places extobiting the greatest dis-
tross thus s weakened Indeed, the hmitea capacity of fed-
ctal tunds to amenorate the consequences of mayor trends
1 this country s being squandered by the very allocational
and poiitical arrangements that make them availab's,

The policy ot spreadig tunds across all jursdictions
combmed with the cconomic and demographic deconcen-
tration of the past decades has resulted ina shitt of pohitical
power away from large central cities to the advantage ot
suburbs and small cities For example, 1n recent years, the
number of reciprent jurisdictions has increased 40 pereent,
but avadable tunds have risen by onhy 15 pereent. Although
i general more tederal tunds have been derected to cities
by tormula grants rhan project grants, the traditional cate-
gorcal grant programs, which ha.e lost much of their pop-
ulanty, distriibute more resources to aties (espeaally large
Juties) than block erent programs

federal policies that marry a place orentation with g
tormula allocotre mechanism almost dictate that tunds
will be difuted o the disadvantage ot the most distressed
people and the most distressed places Funds end up bemg
avarbable fo people and places that have relativedy dess
need  The moral authondy undergirding nattonal geals can
otren become eclipsed Byomore locahzed agendas In addi-
ron, the more politicaliy popuiar, tormula-based blodk
aran! mstrumen: odad undermine the ongmal purpose ot
pomding tedera! monrey on those people and on those
pheces "hat aoe o the most need

Praniee his wontws, mdeastnal and household deconceentra- The Urban
ton trom cities has proceeded onanatonwade level Federal Impacts of
pohicre  did nor imitiate these deconcentration processe ., Nonurban

hat they have marcased the pace and broadened the scale at Federal

which they have untolded  Fmplovment and population Policy 76
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growth—drawn trom central ciie o suburban and non-
metropoltan areas in the Industnial Heartland, to the
West, and more recently to the South—were marginally
reinforced by a wiue range of federal pelicies. In this sense
the urban impacts of the federal pohcies implemented by
some 2,000 bureaus, agencies, and administrations have
unleashed a wide varicty of largely \nadvertent spatial ults
(favoring some places over others) and other urban 1m-
pacts For example, the billions ot dollars spent on federal
efforts via expenditure policies, the tax structure, subsid: s,
and regulatory pohcies, although locationally “bhind,"’
often exacerbate rather than ameliorate intra- and inter-
regional dipanities **Taken together, these unmintended
consequences can and do swamp the impacts of the explicit
programs designed to reheve regional distress.™
Increasingly, the patterns of direct federal outlays to
places, people, or local governments van be monitored to
appreciate better how the tederal presence leads to intended
anu unintended conseruences for urban America. Federal
pohcies and programs may both exacerbate and alleviate
the problems of people, places, and local governments. Fed-
eral nonurban policies, such as mterstate highway construc-
ton and homeow ner mortgage interest tax deductions, have
had more telling urban mmpacts than expheit urban poh-
¢y Untortunately, any one poliey or program may simul-
tancously have desirable and undesizable urban impacts.
In aggregate, tederal poli_ies have contributed to the
deconcentration of employment and the growing concgn-
tratton of poor minorthes in central cities, but they have
not been the dorminant influence Other tactors have been
more powertul—tmarket forces, transforming techniques
of production (air conditioning; land-intensive physical
plants, and a rapid dechne 1n the costs ~f data transmuttal,
storage, and processing), general affluence, changing size
and composition of househo.ds, and quahity-of-life con-
siderations. On balance, federal urban economie policies
have probably had a relative’, minor intjuence on changing
pattern: ¢ economic growth, development, and dechine
Federal pohicies have ;mpacts and influence og at least
four domains. Ot patticular concern are the influences that
policies and p.ograms might have, inadvertently or aot, on
employment, houschold and personal income, the wwze and
disartbution of the population, and the tiscal eircumstances
of subnanional governments tirst, general mmpacts are
created by the overall ortentation ot nationai policies, suca
asthew xung and waning ot con o tguns versas but-
ter 7 Such shifts in emphases have ditruse consequences
tor the more specihic policies and programs and the levels
4t whnh they are tunded
A second broad-saale mfluence results in changing
relative prices generally throughont the nanonal cLonomy
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The unposition ot wage and price controls, implemen’a-
tion ot wage or price substdies 1n one or more sectors, and
the regulation ot a wide varicty of industries are examples
ot federal interventions that atfect the price, and therefore
the supply, ot goods and services throughout the nation.
{ At a tiner level of analyss, federal influence can result
troin targeting resources to locahities for the purpose of
overcoming a place-oriented deficiency, such as the incapac-
1y of the local revenue hase to adapt to changing socioeco-
nomi. conditions Finally, more surgical federal impacts
anise trom efforts to alter relative prices within locali-
ties, which are allustrated by the provision of subsidized
heusing, transportation services, or public employment pro-
grams 1n communities where need has been demonstrated
In general, agg.egate tederal outlays can be “raced to
artan impacts that reflect the long-run directien i under-
lying economie and demographic tiends ) cpite much
popular consternation suggesting otherwise, 1he federal
budget 1 pro-aity,”” 1if only shightly, because cities 1ccenve
proportionally more tund  han if the allocaticns were Jic-
tated only by the location of population  Thirty six pereent ’
ot tederal outlays are allocated to cities of over 56,000
populd .on, even though only 31 percent of the nation’s
population reside m them It has been reported that

{ TThe distnibunion of total federal outlays appears \
to have 1 “neutral’™ effect on ditterent types ot

vities, whether charadterized by rate ot growth,
utiemplosment rate, per capita icome, or index

ot urban condiions However, medinm-sized cities

and central cities typrcally recenve more tunds per

capita than large and small anes, and suburban

cities, respectively -

It the distnbunon ot 1otdl tederal outlays 18 examined
by region, the dispanitic (paced by person oriented rehiet
o nattonal detense) bety cen various regions grew hetween
1970 and 1976, with federal resources gomng disproportion-
ately o aticsan the South and West Reliet and human
capital devciopment outl sy s were the most inequitably dis-
tibuted between 197 ad 1876, with portions of the in-
dustrial Heastland eiving the least benetits However,
the distnibutional quinies between southern and north
e oaitres are eohipaad by dhose wathin each regron.

Ot ot this sitiation anses one important policy 1ssue
that must be taced W hather the panoply of federal policies
that bave been cratted tHr purpases other than exphat urban
autcomes and that bave spatial consequences outweighing
tho-¢ ot speabically urban and regonal pohaes should
smchow be tadored to achieve more desirable locational
outcomes  For anstance, ~hould environmental regula-
tons, mvestment tax credits, homeowner tax deductions, 7%
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and other federal tax policies (all of which have narrow sec-
toral aims as their principal purpose) be manpulated so that
they give greater stress to their locat:onal consequences? It
might be unfeasible and undesirable to bend these non-
urban federal policies to serve psedominantly urban eco-
nomic development objectives  *

The tederal government sp- 4s billions of dollars
annually n eftorts to relieve social. economic, and fiscal
distress throughout the nauon. Even as those resources have
icreased, knowledge ot the interconnections among the
industnial, residennial, and public sectors has sensitized us
to the fact that attempts to amehorate deficiencies and to
lessen the intra- and intertegional disparities often are exac-
erbated by the net impacts of an uncocrdinated and 1n-
coherent federal presence. Tracing the direct effects on
each individual sector 1s difficult enough:; accounting for
the signiticance ot secondary and indirect impacts turns an
analytic exeraise into a captivating art form.

Expliat federal urban policies are probably less impor-
tant to what happens in or near our nation’s cities than the
pancply of tederal social service programs, income redis-
tribut:on programs, tax polies, intergovernmental trans-
ters, and macroeconomic policies (which affect the avail-
ability and cost of the several factors of pyoduction in the
national econonue system and alter the Jvels of demand
for the goods and services produced) The economic and ]
demographic geography of the nauon 15 probably trans-
forming with onlv mimimal gudance by exphent federal
urhan ,.ohcy Ld

The influence ot the federal government on urban
Araerica 1s impeortant to dentify an . monitor, if not because
1t s ulimately so decrsive, then certainly because 1t 1s so dif-
tuse Its potential to reinforee the underlying demogra;.ne
and economic dynamics shaping urban Amer.ca far exceeds
1ts potental 1o determine what urban America will become
Its potennal to reinforee and, i some limited way, condi-
ton the flow ¢ private sector sesources likely exceeds 1ts
abibity to use pubhc funds to reach goals independently

Febetter or tor worse, this nation did not have an exphient A National
tonal urban polics udttl The President's National Ur- Urban Policy
han PPolicy Report was prepared in 1978 Aq the cumulative Reassessed

ettedts of cconomic and demograpliie shitts on the nation’s
commumties were discerned with increasing clanty, the na-
tional rature ot the 1dentitied prohlems seemed to necessi-
tate a centrally coordinat -d and administered urban policy
Jesponse Those Tocalities and regions’ in which econonie
vitality had been dampened aird economic dependence had
accumulated increasingly sought compensat-on for the
Fr@ onal biases of ast and present nonurban tederal 79

ERIC g

Aruitoxt provided by Eic:




policies asif they had determined, rather than merely rein-
forced, larger dominant trends. Responsive to that senti-
ment, the nauonal urban policy report was thie first major
effort to recufy decades-old policy incoherence and incon-
sistency. It also employed an explicit concern for distribu-
non of government resources and results 1 assessing the
consequences of governmental a~tivity.

The very notion of a *‘hational urban policy” only
gained currency and acquired a sense of urgency as a result
of interest estabhshed within Congress at the beginning of
the 1970s. Nonetheless, to the exteni that the actions and
inactions of the federal government have had 1nadvertent
and unintended urban consequences, this nation has had a
de facto urban policy for many years, albeit implicit, in-
coherent, and fraught with inteinal contradictions. The
desire to substitute an explicit for an imphicit federal urban
policy 1 actifier suipising Nof inconsistent with our na-
nional experience 1n other policy domains. It remains to
make some judgment about the wisdom of that substitu-
tion and about the substance of the resultant policy.

The imphcit national urban policy that has existed for
decalles can be viewed as the legacy of repeated attempts to
achieve specific goals in innumerable problem areas within
wubsectors of the soctety and the economy. There has sel-
dom been anything unitary or integrated, coordinated or
voherent. about the urban aims of the myriad federal activ-
s The consttuent parts of these pohicies aimed at
etfecting urban outcomes can be sensibly grouped only by
their censequences for our nation’s communities and for
those who reside in them, and not by the careful articulaton
ot their .ntentions This grouping of policies by consequence,
it not by intention, mirrors the fragmentation of pohucal
power and dectsionmaking 1 this nation, the inherited
structure of political jurisdictions, the allocation ot func-
tons among levels of gorernmert, and a featire of our
political culture related to rhe tension exic 1ng between the
public and pravate sectors

Iromcally, the challenge to craft a unitied and coherent
national urban policy has been accepted during an unhikely
period A besildening vanety ot urban circumstances have
come to be defined as urban problems and thes the proper
rargets of collective attention, the hmits of our knowledge
and understanding moail areas are increasingly apparent,
and competing terttorally  detined and soandemo-
graphic constituencies are most developed and articulate
~Never betore has the nation been able to make fess of a
Jdaim to hemng plag «d by a umitorm set of urban prob-
lems Only the most general prescriptions relating to the
desirability of a ital and growing national economy as d
conte U within which our nation’s lodal economies can
St 1 appears toomake sense i the face of the great
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diversity ot problems affecting difterent people and places
throughout the country

Proponents of an explicit national urkan policy sug-
gest that the very existence of an imphcit nasional urban
policy and the nefficiencies resulting 10 poucy gaps and
overlaps, compéung and contradictory urban outcomes,
and unintended and unwanted consequences demand atten-
tion. Coordinauon, coherence, and consistency are required
if the public sector 1s to fulfill its historic function of ame-
horaung, supplementing, or other wise correcting the mosaic
ot undesirable urban outcomes that resuli from the activity
of the private sector The centralized political economy
must derive 1ts strength from coordination 1f 1t 1s to alter
the urban outzomes of the-decentralized private economy

Some opponents of a national urban policy base their
arguments not on the inappropriateness of consistency and
coherence as policy goals or on the federal governmient as
a urban policy nitiator or implementer, but rather on the
tutiivty of the enterprise Thr nation 15 overwhelmingly
urbarn, but this fact 1s not the con: Juence of characteris-
tics ot places wherein people reside, but of the fact that the
nition’s cuiture 1s urban ceniered “'Place’” makes all the
difference pohitically, but ever 'ess difference socially or
cconomically  Poverty, unemployment, 1nstitutional dis-
conunation, and fiscal smetticency, among other unde-
sirable conditions, are found in o'l regions and in all types
ot communities Any hope ¢f attending to the problems of
peoplein places directly deriands a detai! :d understandiing
ot both the speaific people and tl ¢ speatic plaes.

Incomplete understanding ot the influences shaping our
national settlements is matched by an array of mevitably
imperfect policy tools Further, pubue policy interventions
have been and will continue to he relatis ely impotent in the
tace of processes whose casual mechanisms are not tujly
understood  Considering the great emphasts placed on
wwordination ot federal efforts, care should be taken to
avord overselling such management strategies. Inappre-
priate policy instruments 1n the wervice of mnappropnate
policy goals, no matter how well organized, will prove to
be inettectual. 1t not manifestly detnmental.

Many umitorm urban pohues administered centrally
will probably be irrelevant to spectfic problems i speaific
places, many urban policies administered via decentrahza
tion will also tail A major reassignment of functions to the
national and subnational governments and a reorientation
toward policies that help people directly while allowing the
nation’s communities to transtorm should bz considered

Finaily, the proper role of the tederal government n
urban policy arcas needs to be varctully examined Move-
ments ot wapital, icome, people, and jobs, which simul-
tancously benetit some places and burden others, are as
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ineVitable as they are essenuial to the healih and vuality of
the national economy and society. What should be the
. federal government’s role with respect to subnational
development and equity 1ssues, considering its responsi-
bility for the functioming of the large national system?

.

{f the intermediate goai 1s to direct greater concentrations Transitional
of fedeial resources toward cities to ease their transition to and

new forms and to facilitate their performance of new func- Long-Term
tions, 1t will continue to make more sense to retarget by ad- Policy
justing our current fgrmula mechanisms, than to attempt Prescriptions

to obtain an altered spanal distribution of federal outlays
by abandoning the formula grant strategy in favor of some
other allocation mechanism. Formulas should be regeared
to distribute federal largesse, including the large, relatively
unrestricted block grants, more on the basis of need, as
well as o reward those political jurisdichions whose iocal
tax efforts tndicate that they are doing all they can to
achieve enhanced community and economic development.
Beyond this, the federal government should prepare to
turn the leadership of subnational development over to
states and localities. 1t should strive to nurture the kind of
fleablity that will allow and encourage different states
and localities to define their problems and policy prescrip-
nons differently. The federal government should concen-
trate 1ts efforts on mamntaiming the most robust national
ceonuiny poss.’ le 1t shouid take the imthiative in urban aid
programs to view the naton as a unified whole rather than
as a mosaic of interregional and intrametropolitan conflicts
1n need of federal resolution {t should assist transforming
localities in their often paintul growth or shrinkage to
achieve new balances between employment and popula-
non Finally, 1t should commut tself through its moral
capacities and material resources to alleviating the distress
ot people directly, wherever they may live 1n this nation.
More xm{)orlanll), if the ultimate goal 15 to direct
greater cunicentrations ot federal resources direcily to peo-
ple, wherever they may hve, rather than indirectly to peo-
ple through places and pohitical junsdicticns, a national
urban policy sensitive to disrnbution patterns m ght best
be recast into more coherent national economic and socal
pohaies  As understanding of the root causes of distreys
and the possibilities and himitations of centrahized pobicy
initiatives deepens, our natonal responses o problems
that are found m all commumues also should evolve—
from a largely place-oriented, locationally sensitive, '
national urban policy, to more people-oriented, loca-
tionally neutral, natonal economic and social dolicies.
finally, and most tellmg of ali, because ot the com-
plexity of the insues, the nation shies away from weighing 82
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cempeting values in the context of difficult choices. By far,
the most troublesome urban problems constiiuting individ-
ual and institutional distress can be traced to deconcentra-
ton trends that can be judged beneficial by alternative
criteria. But what actions should the federal government
take when the majority may already be benefitting from
- trends that public policies may not be able to influence?

Society cannot simply decide to change the form
and character of ciues to make them conform to
rationally determined aims and orders of prior-
1es. . . . Soaial agencies that tinker with the form
and character of the city cannot, therefore pro-
duce much . . . for the force behind such readjust-
ment plans 1s pat.ietically small compared with the
tremendous pressures exerted by the economy and
technological capacity. Profound changes in the
character of the cuiy can only come from the
sources from which they have always come,
changes 1n economy and technology .’

No remedy 10 a set of circumstances deemed undes;r-
able and defincd as a *“‘problem’’ 15 hikely to make sense
forever.~Not only the circumstances and the criteria that
definc a piotlem change, but also the notions as to what
consututes a successful sowution change **[P]redictably

urban policy has failed o do what it conld not be cx-
pected to -do. Saving older ciies as downtown enclaves
does little 1f anything for the bottom third of the city popu-
latiort. Only more direct people-oriented policies can help
the urban poor "*

A place-oriented nauonal urban policy that becomes
bogged down by being the instrumentahty for mediating, if
not instigating, interregional and intrametropolitan compe-
tiilon may not have as 1ts primary goal the fortunes of peo-
ple hving 1n the nation's communities as they experience
largely immutable demographic, econonnz, cultural, and
technological changes. In this hght, the contemporary
place orientation in federal urban policy has probably
done as much for s as 1t 1s hikely to do.

In the context of demographic and economic deconcen-
tration at all spaual scales, people-oriented policies on n-
comes, manpower, and social services should be articulated
better  Also needed are a positive government-business
partnership to develop policy for the nauon’s industrial
sectors, a system of national economic planning, and a na-
tional science pohicy to promote economic growth deriva.
tive from our competitive strengths in an international
economy A senutivity (o Jocal and regional concerns
should be subordinated to promoting the vitality of the
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larger economic system and mediating the adjustments
that places and neople must eventually accommodate.

A mix an.ong policy and program results of frequent
tailures and serendipitous successes may have less to do
with depleted pubh cotfers than with depleted 1magina-
tion, less to do with a deficiency ot will and good inten-
tons than with a distinct policy orientation that 15 not
fully acknowledged That traditional orientation 1s charac-
terized by the ulung »f a relatively inadequate federal
policy presence against a sweep of developments whose
potency and scope are underestimated, whose substance 1s
not tully understood, and whose significance 1s too quickly
appreciated 1n negatuve terms The nation must be willing
to look at old or changing circumstances 10 new ways.
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Chapter 8

D ERCOMING THE LEGACY OF

Past Federal Urban

WHERE

Policies: TO BEGIN

€ cannot expect the federal government to

adopt overnight a new perspective on the

nation’s settlements and a new approach 1o

ensure their adjustment to changing demo-

graphic and econemuc realities. While that period of care-

ful reassessment of long-term federal urban policy objec-

tives proceeds, critical and difficult first steps can be taken

to lend greater coherence to current efforts. These steps

should be viewed as part of a transitional policy and as

necessary, but not sufficient acttons in the move toward a

federal urban policy that makes greater sense for the com-

ing decade and beyond. At best. they may facilitate pro-

gress toward a more sensible long-range urban policy, 1f

for no other reason than because they sensitize the nation

“" to the tolly of continued tinkering and unchecked elabora-

! "tlon of present federal activtues. 1t 1s time to gain some

\ control over a policy apparatus that appears to drive us
rather than respond to our commands.

This chapter begins by highlighting the importance of
decongesting our system of intergovernmental relations,
which has increasingly shitted responsibility and power
within our federal system and distorted traditional distinc-
tons within a local-state-federal division of labor. Among
the vonsequences of a distorted federal system are a pano-
ply of federal community and economic development pro-
grams that lack coordination and coherence. They exist to
respond to idiosyncratic and isolated goals rather than
working toward an integrated federal presence—:_ situation
that 15 explored further in this chapter. Finally, there is
much to be gained by considzring the reassignment of tra-
dittonal government function. across the several levels of
government and between the public and private sectors.

w

Since the mid-1960s, the patterns of relationships between Decongesting
localities, counties, states, and the federal government an Overloaded
have grown extremely complex, and the boundaries of Intergovern:
their respective domains have lost meaning. Certamn basic mental
constraints in the constitutional, fiscal, and political System! 87
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arenas have eroded As a result, responsibihties tor tund-
ing and administration of many governmental functions
have become hopelessly inlergowrnmenlahzed. In short,
the consequence of our current federal aid system, which
has expanded dramat:ally, 1s overload. If the nation 1 to
improve the effectiveness, @ficiency, equity. and account-
ability of all three levels of government, the intergovern-
mental svstem shoul¢ be deccagested and a clear functional
division of labor reimposed. Thiy matter deserves careful
attention because over the past decade, many urban prob-
lems have increasingly been handled by expandir  rehance
on intergovernmental strategies and mechanis..», whi'e
obscuring historical distinctions within the federal system.

The overload of the intergoyernmental system can be
diagnosed by several symptosns, including:

Obhteration of the distinctions between private
and public concerns

1 oss of distinctions between tederal and state-local
dreas ol concern

Increasing dependence ot state and local budgets
on federal grants revenues

Lse of staie and local governments to implement
aational policies

Conversely, use ot the federal government to
turther local or state concerns,

Given the recent hyper-responsiveness of the tederal
govern -ent, and particularly Congress, every narrow 1ssue
seems to reach the national agenda ' Prestdents act almost
ay frequently 1n a mayoral or gubernatorial role as 1n a
national Presidential one, and Congress plays a municipal
and wounty council, not to mention the state legislative,
role das often as 1t acts as a national dehiberative body "' In-
cesant and intrusive mtergovernmentalisin s the 1nevit-
able result

The ~ize ot the tederal bureaucracy has not increased
for some time, despite an ever mounting number of assign-
ments ginen to it In addition, no change has occurred 1n
the tederal government’s almost exclusive reliance on inter-
governmental grants as its primary mechanism for carrying
out domestic responsibihties  Phis approach permuts the
natienal government to avord vo.ne basic domestic govern-
mental responsibihties while cluttering up 1its agenda with
issties that properly beiong to lower government levels, Net-
ther equity (either interpersonal or interjurisdictional), nor
adminstrative etfectivencess, nor economic etfictency, nor
above all political, clectoral, or administrative account-
abihity are cnfianced by the tendency to intergovernmen-
tabize practically all domestic questions, nearly all subr
tional governmental tunctions, and most of the national
go: ernment’s own cnvil governmental obhgations
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The overloaded iNtergovernmentdl system has resulted
in several ptoblems. For example, the federal grant system
uself has become overloaded. The current product 1s nearly
500 aid programs and the concomitant participation in doz-
ens of policy domains wnere they previously pldyed naroles.
It has assumed policy leadership in virtually every func-
tional field, including those traditiong]ly the province of
state and local governments. Opportunities for improving
the grant system can be realized by program simphfication
and consolidation. In addition, a major reassignment of
functiods among levels of government could ease the grafy
system overload problem, eliminating the federal role and
aid where the federal contribution 1s musplaced and/or
minor.

Another problem has been the imposition of excessive
costs on stawe and local governments. The continual and in-
creasing use of grant and regulafory mechanisms 1mposes
very expensive and difficult, although often 1niually hidden,
costs on stat¢ and local governments. Although the ten-
dency to i1gnore potential costs 15 most visible 1n overt reg-
ulatory law, 1t 15 equally true of the myriad national policy
objectives and conditions now attached to grant programs.

Yet another problem 1s the neglect of state and focal

interests in the poltical process. Much governmental au-
thority and power have shifted toward Washington, D.C.,
in the past two decades. The traditional, strongly decen-
tralized political system has become heavily pluralistic and
more nauonal, with power organized more on a vertical
and functional basis. The result 1s that state and local gos -
ernments play a far less authoritative role 1n national pol-
1cy decisions than before. The irony 1s that the heavy fiscal
dependency of state and local governments on external
funds makes 1t exceedingly unlikely that they will reasert
themselves. This situation 1s especially true in a period de-
fined by fiscal constraint and popular demands for state
and local tax reductions,

Currently, the federal government administers some 300
comimunity and economu: development programs that iend
to be ad hoc, incoherent, and inconsistent. The overall re-
sult of this condition 15 a fragrfentation of occasionally nec-
cssary-and worthwhile federal urban nitiatives. The tremen-
dous variation across regions and states (and even within
metropohitan areas and cities) ot the underlying economic
problems 1s not yet fully appreciated. Although some ob-
servers suggest that the elggance and relatuve simphiot; of
general ecoromic policies can be used to alleviate local eco

nomic distress, macroeconomic policies and those that are
oriented toward the short-term nse of transfer payments to
places and people have not had (he desired effects -

Coordinating
Federal
Community
and Economic
Development
Efforts’
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Macroeconomic policies and transfer payments are 1n-
adequate for several reasons. First, general macroeconomic
policies tend to be too broadly gauged. Because they are
aimed at national averages, they inevitably leave pockets
of distress unattended. Transfer payments require a dis-
pensing hyreaucracy that over time gains both an innova-
tion ineria and a growth momentum ndependent of the
size of its task. As ils size grows, its resources grow. The
logical consequence of the dispersal of transfer funds is to
create and nv-ture a growing addiction to and dependence
on those federal resources that in the long run may be self-
defeating. For example, the level of dependence on federal
resources in the natipn’s 15 largest cities increased from 5.2
percent of local revfnues in 1967 to 47.5 percent in_1978.

Because of the above limitations, the organizational
structure and functioning of the major federal-local devel-
opment programs require restructuring. The aim is to
reconsider not only how programs are designed to achieve
certain results, but also more fundamentally how the pro-
grams developed, what their patronage 1s within Congres-
sional comtpittees, what degree of support they Teceve
from theii well defined constituencies, and where they
should be located in the federal bureaucracy.

The 300-odd programs can be clustered into three
basic activities:

1. General fiscal and monetary policies (¢.g , the bud-
get, Federal Reserve actrons), which affect the over-
all condition of the economy—the rate of economic
growth, the extent of unemployment, and the level
of prices; '
Transfer payments to individuals (e.g., welfate aid,
food stamps, Social Security payments, and unem-
ployment compensation), which provide assistance
directly to families and individuals in need; and
3. Developmen® assistance, which provides financial
. aid to states, local governments, businesses, and
individuals to construct public facilities, attract
businesses, tmp ove neighborhoods, provide train-
ing. upgrade housing cenditions, and the like.*

r

Six major functional categories serve as policy do-
mains for the above strategies: economic de\ielopmem,
community development and public facilities investment,
housing, transportation, employment and training, and
development planning. In addition, eight different federal
agencies administer the programs: the Department of
Housing and Urban Development; thie Economic Develop-
ment Admimstration of the Department of Commerce; the
Farmers Home Admimstration of the Department of Agr -
culture; the Small Business Administration; the Cemmu-
nitv Services Administration; the Title V Regional Action
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Planning Commussions; the Department of Labor; and the
Environmental Protection Agency.

Programs and resources are badly fragmented. The
organizational arrangements that exist produce widespread
duphcauon and confusion of fu ns. For example, the
provnsxon of economic developmgn tance to local bus-
inesses comes from at least a dozzn programs administered
by five governmental agencies. In addition, program pro-
cedures differ and sometimes conflict, federal delivery sys-
tems diverge widely, and lines of responsibility within the
federal bureaucracy are bluired. No agency has overall
responsibility for subnationai development problems;
there is no clear division’ of responsibilities along either
functional or geographic lines.

The consequences of current arrangements are pro-
found. Confysion and excessive administrative burdens and
costs are created for state and local governments. Federal
personnel and other resnurces are used in arf inefficient
manner. Not only do po'icy duplications exist, but also pol-

1€y vacuums and gaps are apparent. These federal programs -

lack the flexibility required to respond to local needs and op-
portunities And to pool ard*focus limited funds. In addition,
the p\ograms involve unnecessary uncertainty and delays
that discourage private sector pamcnpauon Fragmentation
in local planning and programming efforts is almost guaran-
teed because local institutions have to work with a relatively
uncoordinated and incoherent federal development bureau-
cracy. Because these programs cannot be easily compared
and évaluated for effectiveness, the likelihood of their suc-

cessful transfer from site to site is reduced. Because some'

nontraditional participants (such as nonprofit, community-
based development organizations) have dxfﬁcult?m glning
access to economic development assxstance theéir possible
innovative activities are stifled or at’ least dlscouraged A
particularly regrettable legacy of ghis federal development
assistance establishment is that certain remarkably creative
and energetic local and state efforts are easily discouraged
qf distorted by the necessity of having to organize to interact
with the uncoordinated and confusing federal establishment.
Possible ingredients of a more coherent and coordi-
nated system include housmg the scattered orgamzauonal
and programmatic elements with development assistance as
their main task under a single authority. Also, federal devel-
opment assistance could be streamlined by consolidating
amajor econpmic development grant and loan programs, de-
velopment planning programs, and rural community facili-
ties programs :nto their respective functional categories
Major capdidates for consolidaiion c(ould include com-
munity development block grants, urban development
action grants, and Econonn¢ Development Adminis-
~tration grants. Another useful ingredient would be the
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greater coordinaubn of th® major federal development
assistance efforts. Finally, place-oriented development
assistance should be connected with fbderal, state, and

local efforts in .npower policy . ,
L 23
. Every lever of guvernment'in a federal system has exclusive Réassigning ~
or shared responsibility for a wide vanety of functionk. Functions )
Today, ebvious deficiencies exist in the assignment of func- Among Leyels
uons. An mtergovernmental and intersectoral reassignment of Government
of governmental functions is essential for an effective fed- and Between
eral urban policy piesence in the short term, even while the -the Public and
. national government reassesses the scope, substance, and Private Sectors

orientation of 1ts urban policy.role over the long run.
The current intergovernmental arfangement focuses pri- ,
mary responsibility at the federal level. With certain excép-
tions, many of the funcuons that have flowed to the, federal
government 1n past decades might well be reassigned to othe:,
lower levels of, goverpment. On the other hand, the fedéral
governnfent could take over some functions currently hangled
at submational levels. For example, the federal goverpment
could take financial, tf not administrative, responsnbnl ty for
welfare and health insurance programs, because the pauon .
has 4an obligation to assist the poor and the sick, regardless ]
of where they were born or where they may now live.
In past decades, a number of factors have sumulated
the growth of the federal government in scope, if not always
in\1ze, with imdrtant consequences in a wide variety of ur-
ban\policy areas. Shifts in the population and economy have
increasing activity in many federal programs. In an ef- o e
fort td masntain the real dollar benefit levels in many federal
programs, automatic cost-of-living adjustments have been -
added. Past pelicy commitments ¢ften have had a snowball
effect because new groups become ¢ligible for federal assis-
tance at higher benefit levels, year after year. Fally, the,
unrelenting political.tendency’ 1o inaugurate new programs,s ~
rather than supplement existing programs, has tentled to ex-
pand the responsibilities of the federal government. -
Sorting out functions among levels of government and
the public and private sectors v a course of action that
should be tackled promptly for a variety of reasons. First,
the nature of certairi services are such that a reallocation
process would allow their delivery with greater economic
etficiency, fiscal equuty, political accountability, and ad- .
-mimstratinve effectiveness, 1o be avoided during this pro-
cess are. the talure to reahize economies of scale, the
imposttion of uncompensated costs or benefits on other
jurisdictions, the inabiluty of a level of government to
handle 1ts responsibihities because of a lack of orgamza-
Jonal sophistication or expertise, and the neglect of chan-
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Assignments that are inefticient court higher casts for
lower quality and reduced scope. Assignments that are in-
equitable distribute costs and benefits unfairly across re-
cipients. Assignments that are ineffective lead to illogical
and uncoordingted performance patterns by governments.
Assignments that age no longer accountable to recipients
nisk popular disaffection and resistance directed at gov-
ernment generally. The present ad hoc approach to allo-
cating functional responsiblities exhibits all of these flaws.

Another reason for reassignment is the possibility of
reduging the size and scope of federal budget expenditures
after decades of federal growth. In the past quarter century,
federal spending has grown from 18 percent to 22 percent
of the gross national product. The historic shift of tradi-
tionally subnational functions to the federal government
accounts for a major portion’ of that growth. Increasing
assistange to state and lacal governments for an ever wider
range of functions has also contributed to that growth.

Numerous responsibilities of the federal gcvernment
may be performed better, and more properly, by state or
local governments. Subnational governments may be more
responsive to localized circumstances and may provide a
more direct accounting 1o the electorate. They may aiso be
more able to meet and‘control nising costs of services.

One major thrust of a *ransitional federal urban policy
would be to assist state and local governments 1n working
out divisions of labor that reflect more adequately the
changing digtribution of populatior groups; the altered
adequacies of fiscal bases used by different levels of gov-
ernment; the changing technological requirements and

ossibilities accompanying chtferent programs, public ser-
vices, and their delivery systems; and the accumuiated
experience of governments at all levels in delivering ser-
vices. Where the claim that the tederal level of government
15 closest to the people in local jurisdictions can be substan-
nated, efforts might be made to encourage and assist states
«.and localities to be mc re sensitive to this issue.

Little uniformuty exists among or within states regard-
g what level and type of government has the responsibil-
ity for a particular function or any of its componen:s.
However, a pattern of centralization or decentralization of
various services has emerged. These trends should be
studied carefully to wee whether or not a more defensible
system of functional assignments 1s emerging naturally. In
such instances, an intermediary and facilitative role m ~ht
be useful for the federal government

Accompanving the shuft of funchons away from the
tegeral government should be a concern for the task of
capacity building and the provision ot techmical assistance
to subnational governments These actions would ensure
that as money and responsibility decentralize, the recenving
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level of government is both willing and capabi= of consis-
tency with national goals while they work on their more
localized agendas. -

Certain negative consequences may arise from the re-
assignment process. The shift-from categorical assistance
toward block grants and automatic entitlements has effec-
tively shifted much competition to local levels of govern-

- ment and increased local autonomy. In the process, the

federal government has surrendere¢ much potential lever-
age forensuring that state and local actions are consistent
with larger national goals. For example, the monies that
come with fewer federal strings are likely to be more paro-
chial and place-oriented than people-oriented.

In initiating the reassignment of goveramental func-
tions, the federal government shouid take a low-profile
role where possible. Assistance and ¢ncouragement might
be offered to states in return for their attention to and ac-
tion in changing I})cal and state patterns of functional
assignment for which emerging support and logical justifi-
cation exists. No single division of labor that'is appropriate
for all jurisdictions 1s evident; the federal role should be
one pf enconraging an ever greater fit with the needs and

tional governmental functions is possible—to the private
sector. Although such a move would affect local functional
assignments relatively directly and the agenda of federal
responsibilities relatively indirectly, such intersector shifts
do merit consideration. As localities shift some traditional

‘functions to the private sector—by default, ¥f not by design

—they will be able to accomr .date better new responsibil-
ities evolving from above. The direct use of private sector
provision of services, and the greater reliance on market
principles in the performance of tradmonal governmental
functions, has been growing, but only'relativgly recently.
The factors that account tor the historical &?{r{lgemem
of the public and private sectors flow from an™article ot
faith that the government does not exist to make a profit.
Yet, this ethic is increasingly countered by a growing con-
cern for accountability and efficiency in government. Greater
reliance on voucher and incentive systems and simulated
profit centers; greater concern for public pricing and the
use of user fees; and the imore frequent use of performance
contracts be'ween one level of government and tne private
sector all illustrate the gradually increasing attractiveness
of importing, where feasible, the characteristics of the pri-
vate market economy into the public political economy.
The divestment of selected functions to the private sec-
tor is a strategy that might be usefuliy integrated into a
transitional federal urban policy. The skyrocketing cost of
local govcmmenl\f'l'n the past two decades, the mounting
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evidence that private sector service provision is often supe-

. rior to public provision, the intensified search for a yard-
stick against which to measure the performance of the
public sector, as well as the reaiization that opportunities
are being missed to develop an essentiully untapped busi-
ness sector—all of these factors are cogent Jusuﬁcauons
for an increased federal government effort in easing and
guiding public-private divisions of labor into existence.
. The larger task of designing and implementing a new
federal prban policy presence can be aided SIgmf' cantly by
flirst attending to the serious flaws that exist in present fed-
eral urban policy mechanisms and efforts. Consideration
of these transitional steps provitdes an opportunity to reex-
amine and reassign functional résponsibilities based on
what is working well-and on what could be working better.
Such reassignménts recogmzc that certain levels of govern-
ment can no longer bear the burdens that nave historically
been assigned to them in a random and haphazard manner.
Some gc vernment 1" actions could benefit from being uni-
versalized, others from being more tailored t~ fit recipients
and government capabilities, and still others from being
assuniéd by the private sector.

"

95

El{llC .o10®

— 4




1 This section of the chapter 1s based on  Advisory Commission on Inter- Notes
govgrnmental Relations, 4n Agenda for American ¥ ederalism Re- -
storing Confidence und Competence (Washington, D C U S Gov-
ernment Printing Otfice, torthcoming) -
2 ibd.p 9
T This section of the chapter 1 based on  President’s Reorgamzation
Project. “*Orgamzang for Development Reorgamization Study ot
Federal Commumity and Lconomic Development Programs™' (Wash-
ington, D . Ofiice of Management and Budget. 1979, dratt)
4 thd . p 4

Advisory Cammission on Inrergovernmental Relar ons Imprmmg‘Urban References
America A Challenge to Federalism Washington, D € U'S Gov-
ernment Printing Office, 1976

Advisory Commussion on Intergovernmental Relations Pragmatic Fed-
erulism The Reassignment of Functional Responsibility Washing-

s ton, D C U.S Government Prinung Office, 1976

Advisort ( ommission on Intergovernmental Relations The Dvnamics
of Growth 4 Crisis of Confidence und Competence Washington,
DO US Goeernment Primung Office, 1980

Advisory Commnston on Intergovernmental Relations **A System Over-
loaded Amenaan Federahism 1959-1979,°° Intergovernmental Per-
specine Washington, D¢ ACIR, Vol 6, No | (“Z'll;f[".’r 1980))

Advisory Commission on Intergovernmental Reianons  “Mhat 15 the
t uture of tederahsm '’ Intergovernmentul Perspectine Washington,
D C ACIR, Vol & No Y{Summer 1980}

Congressional Budget Office Reducing the Federal Budget Strategies
and Fxamples Washington, 1D ¢ LS Government Printing Of- -
fie 1980

Midler, R B The Federal Role in Cities The New Deal Years,”” Com-
mentary Washington, D ¢ National Counal tor Urban Economy
Develonment (July 1979) 1113 i

President’s Reorganization Project **Orgamzaing for Development Reor-
ganization Study of Federal Community and Economi Develop-
ment Programs ** Washingion, D C  Office of “anagement and
Budget, 1979, dratt report .

The President’s Urban and Regional Policy Group, U S Department of
Housing and U rhan Development 4 New Partnership 10 Conserve
tmerica’s Communittes 4 Natonal Urban Policy Washington,
DO U S uovernment Printung Office, 1978

ERIC

Aruitoxt provided by Eic:

<




Chapter 9
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Key Poll Issues

R TH* - SHTES

nt1l 50 years ago, the proper federal 1ole vis-a-
vis the nation’s cities was easily summanzed.
Because the Constitution had not explicitly
specified otherwise, the responsibility for cities
devolved to state governments. With the onslaught of the
. Depression, the federal government began for the first
timetoc der cities as national, rather than merely state,
assets. Ac  dingly, New Deal recovery policies included
federal assistance for both distressed people and belea-
guered local governments. The rationale behind this action
was that ‘‘the American econom - was dependent upon the
health of the many urban industrial ezonomies within it
and that it was in the best integests of the federal govern-
ment to aid those flocal}] econom.es.’’' This national
economic calamity henceforth legitimized the appropriate-
ness of a general federal urban policy presence, e en
though a commitment to continuing federal involvemeni in
the functioning of local economies was never in.ended
In the past 20 years, the time-honored logic of a
federal commitment to assisting people 1n cities has been
extended to assisting the cities as well. Welfare and income
maintenance programs have been supplémented by pro-
grams that emphasize physical redevelopment, Tocal
economic development, and direct fiscal aid to local
governments. The.transition from the War on Poverty and
Great Society era of the 1960s to the New Federalism of the
1970s did¥much to legitimize an increasing federal em-
phasis on places in the country. This emergent spatial
sensitivity in public policy has become particularly ap-
parent during the past 4 years, as illustrated by the
dominant thrusts of the national urban policy and execu-
tuve orders devoted to urban impact analysis, feaeral
facility siting, and targeted procurement. The New Deal
emphasis on helping distressed people in cities directly has
evolved into an emphasis on helping distressed places
(local business and government) directly for the purpose of
helping people indirectly. Today most federal funds
directed to urban problems go to **place’’ recipients rather
than distressed people In the late 1970x, a spatial sensitivity
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appears {0 have overtaken in large part a social sensitivity
developed during the ptevious decade. Politically, this
shift is justified by the assertion that aiding places with
problems.is easier than aiding people with problems. Eco-
nomically, this shift is justified by the assertion that direct
aid to local economies multiplies iws impact so that benefits
reverberate throughout the economy 1n ways that direct aid
to people does not.

The 1980s may well require a new perspective on
aiding distressed people in urban America. To import the
1930s rationale for a federal urban policy role across the
decades may not be wise. Although the economy in the
1930s was indeed dependent on the health of local urban
industnial economies in ways not fully appreciated,
and it undoubtedly was ii: the best interest of the federal
government to aid those local economies, circumstances
have conspired to weaken that rationale.

Unlike a half-century ago, c<¢ontemporary urban
economies are no longer confined within the political juris-
dictions of cities. Modern urban economies have an ex-
panded scope that integrates central city, suburban, and
nonmetropolitan economies. The deconcentiation trends
accompanying the arrival of a postindustrial era highlight
the fact that the nation’s economic vitality no longer arises
from or is tied tc specific types of places. It increasingly
derives its strength from all kinds of places, both local
political jurisdictions and beyond. Today it may be in the
best interest of the nation to commit itself to the promo-
tion of locationally neutral ¢conomic and social policies
rather than spatially sensitive urban policies that either
explicitly or inadvertently seek to preserve cities in their

_historical roles. A federal policy presence that allows
places to transform and assists them in adjusting to diffi-

cult circumstances can justify shifting greater explicit em-
phasis to helping directly those people who are suffering
from the transformation process.

Qur cities are truly national assets. Hence, the federal
policy presence should*recognize that the health of a city,
or any other séttlement, is determined not by population or
employment levels, but by its ability to perform vital func-
tions for the larger society. As nationzl assets, cities and
their residents are the resources and  sponsibilities of us
all during their adjustment to the pe tindustrial era. With
this perspective 1n mind, a redefined federal policy role in
urban America for the coming aecade is presented.

The economic health of our natiun’s communities ulti-
mately depends on the health of our nation’s economy.
Federal efforts to revitalize urban areas through a national
urban policy concerned principally with the health of
Q S
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specific places will inevitably conflict with efforts to
revitalize thé larger economy. Federal efforts to nurture
economic growth through increased productivity, ex-
panded markets, job creation, and controlled inflation will
“Tequire that settlements, their residents, and local govern-
ments adjust to changing economic realities. Accordingly,
the purpose and orientation of a ‘‘national urban policy”
should be reconsidered. There are no ‘‘national urban
problems,” only an endless variety of local ones. Conse-
quently, a centrally administered national urban policy
that legitimizes activities inconsistent with the revitaliza- -
tion of the larger national economy may be ill advised.

Priority should not be assigned to the implementation )
of a spatially sensitive policy effort designed to retard or
reverse the emergence of new economic patterns and rela-
tionships within and among _the nation’s settlements. The
federal government should assign greater priority to meet- -
ing the needs of the residetits of the fation’s communities
rather than to reconciling or resol#ing the array of
constituent intrametropohtan and interregional ‘conflicts.
The federal government should exercise its policy presence
carefully so as not to exacerbate unnecessarily the circum-
stances facing certain localities and regions thatcause them
to lose population and economic vitality Where federal .
policies and programs ar¢ used to assist the transformation
of local communities to achieve health and vitality at new
population levels and with restructured econcmic bases,
such. nationas policies should endeavor to ameliorate the
undesirable impacts of these transitions on people,
primarily, ard on places, secondarily.

Although no national urban problemy exist, mynad
problems do exist within all localities and regions of the na-
tion. Qur nation’s settlements, and the households, firms, ’
and local governments within them, exhibit a bewildering ' -
diversity of conditions that reflect the confluence of long-
term demographic, economic, and governance trends and
that link them tc emerging patterns of metropolitan and
regional change. The forces underlying these transforma-
tions are relatively persistent and immutable. However, the
local and regional problems left in their wake are not
uniform in cprse; therefore, the urban policies progosed as
remedies cannot be expected to be uniform in conse-
quence. . ’

It 15 unlikely that the federal government can act wisely
on behalf of the nation as-a whole 1f economically heaithy .
metropolitan areas are not appreciated because their vital- -
ity 1s discounted or obscured by a preoccupation” with
wransforming core area< of central cities. Neither will the
nation benefit if the newly prospering regions that histori-
cally have been economically depressed are definad as
immical to histoncally prosperous regions that are now 99
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experienang relative economig decline. A national urban
policy cannot pe enunciated and iniplemented when the
very national focus 1: shoild*assume and the national well-
being 1t should foster are sacrificed to a concern for the
diverse fates and fortunes among cities, among metropoli-
tan areas, among states, and among 1egions.

Certainly, there is merit 1n anticipating the Io;atnonal
consequences of federal goverhment actions, but many
federal policies aimed at promoung the efficiency »nd pro-
ductivity of the i;ation have unavoidable pegative conse-
quences for certain localities and regions. Krowing that
spatial tilts are embedded in federal policies provides no
necessary justificaton for weeding them out. They often
may be entirely justified. Indeed, anti-industryv biases 1n
federal policies may_be mare pernicious than anti-rbar
biases, given that the health of all places is dirsctly os
indirectly dependent on the strength of the la.ger,
economy. These tradeoffs should be clearly recognized,
asd cHoices shcould be made consistent with the, func-
noning of the national system of settlements and the
national economy, which benefits the entire country at the
risk of abiding a seriés of smaller scale, and often painful,
subnational adjustments. A national urban policy designed
to place the swirl of local and regional concerns ahead of
an overali concern fc - the nation 1< both inappropriate and-
ill advised.

Federal urban policy can be used to channe: and target
the enormous, if seldom adequate, resources of the federal
government and to guide or influence the flows of private
sector resources. Nonetheless, despite the importance of
the government resources, and the far greater weight of the
private resources that at times may be influenced, prob-
lems do not yield to massive infusions of resources alone.
Rather, a great proportign of urban ills stems from inevi-
table compeation tor advaptage among groups within
localities and between regions. The litany of urban prob-
lems 1s a reflection of this underlying competition in a
pluralistic urban society. The very competiion that dic-
tates our urban strengths may determine the nature of our
urban ills, although not the character of the solutons to
those 1lls. An exphait natonal urbar pohicy can do httle
more than make that irony more salient.

The limits to what a federal urban pohcy etfort can
achieve are defiied by several factors. First, recognition
should be made of the near immutability of the technologi-
cal, economic, social, and demographic trends that herakd;
the emcrgerce of a postindustrial society and that are re-
sponsible for the transformation of our nation's settlements
and life within them. These major formative trends are
likely to continue not only through the coming decade, but
also well into the next century. Mzajor deflection or reversal

Q -
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of these broad-gauge trends is not likely to result from pur-
posive government action. Clearly, on the basis of these
trends, a federal policy of active snticipation, agccommo-
dation, and adjustment makes mote sense than éfforts to
retard or reverse them. The efforts to revitalize those com-
munities whose fortunes are adversely affected principally
by the inadvertent consequences of past public policies are
entirely justified, but these instances are judged to be rare.
It is far more judicious to recognize thai the major cir-
cumstances that characierize our nation’s settlements have
not been and witl not be significantly dependent on what
the f>deral government does or does not do.

v -

What should constitute a reasonable federal urban policy
role in the light of domestic trends that are trar;sforming
this nation and transnational trends that are drawiag us

“Into closer commumity with the world? Policy responses to

such complex and changing circumstances are inevitably
difficult to conceive and develop. Not only do lirzits to what
can be accomplished with policies and programs exist, but
also 1n many substantive areas, the lccal readjustments
may not require vigorous ‘federal intervention. Accord-
ingly, a proper federal presence in urban affairs should
reflect @ blend of actions to be avoided.as well as actions to
be taken. That powerful forces are creating muldple forms
of distress in iocal communities and regions, and that they
are not likely to be deflected or defused by public policy,
do not inherently justify more or less federal urban policy.
Rather, this situation serves as an argument for a different
concept of what the federal urban policy role should be.
The federal government can best assure the well-being
of the nation’s peopie and the vitality of the communities
in which thcy live by striving to create and maintain a
vibrant national economy characterized by an attractive
investment climate that conducive to high rates of
economic productivity an§ growth and defined hy low
rates of inflation, unemploygent, and dependency. Where
disadvantage and inequality We selective and cumulative,
feder-' efforts should be e d-to ameliorate these con-
s.quences i ways that are comSistent with developmental
trends within the society and the economy as a whole.
The federal government, in partnership with ghe busi-
ness community snd state and local governments, should
carefully consider developing a policy perspective on
industry in order to maintain a dynamic national gconcmy
and secure a strong role in the transforming inteknational
economy. The industnal bases of our nation’s economic
strength must be allowed to transform, and localities and
regions should be assisted 1n anticipating and adjusting to
national and international irends. A positive industry

Redefining the
Federal Role

in Urban
Policy
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policy should include national economic plannii.g, a
coherent science policy, and invigorated resear.h and
development efforts to nurture and enhance our existing
comparative advantages within and beBveen industrial sec-
tors +.s-a-vis ‘other nations. Such efforts should acknowl-
edge that mnuch can be learned from certain individual
firms that may be in the most challenged 1ndustrial sectors
‘but are able to compete successfully in international and
domestic markets. Increased productivity and employment,
growth. rogether with diminished inflation, will do more to
benefit people in this nation, regardless of where they may
live, than efforts to resist the local and regional inipacts of
a changing international economic order.

People-oriented national social policies that aim to aid
people directly wherever they may live shouldﬂpe accorded
prigrity over place-oriented national urban policies that
attempt to aid people indirectly by aiding places directly. If
the ultimate goal of federal policies and programs is to aid
peoplen their adjustment to of migration from transform-
ing local circumstances, the most direct and effective ways
to do that should be chosen. A national social policy
shouiu be based on key cornerstones, including 8 guaran-
teed job program for those v*lo can work and a guaranteed
cash assistance plan for both the ‘‘working‘poor” and
those who cannot werk. Federal job creation, subsidies to
private employers, and maggower training and retraining
programs can significant!¥reduce minority, youth, and
displaced worker unemployment. Where public employ-
ment programs are used, they should be considered a tem
porary supplement for and provide a transition into
private sector employment. A federal guaranteed-income
plan, implemented through either a negative income tax ¢¢
a direct cash transter program, would effectively and prop-
erly shift the welfare “-urden to the federal government,
which can administer it more efficiently and with a greater
capacity for responding tc equity considerations than sub-
national governments.

Where the probiems faced by people exist in such con-
cen‘rations that thc impacts of people-oriented social
policies and programs are negated, or where communities
bear the brunt of special circumstances (such as massive
foreign :mmigration), federal funds should be carefully
targeted to local governments and to the private sectdr to
assist them in meeting collective needs. Nonetheless, the
federal government should develop the will and capability
to assist local governments in identifying bot} places that
are unlikely to realize any significant improverfient through
targeted urban aid and appropriate strategies to disinvest
public resources and to channel public and private
resources to locations that retain the capacity to absorb
and benefit from federal assistance.

“x
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, These major social policy imtiatives and reahgnments - . J '
should largely substitute-fer, rather than add to, existing C7=
federal policies. Prime candldates among the federal urban .
(and rural) development assistance program efforts tha: . \
should be scrutinized for eventual reduction or elimiration :
are in the place-oriented policy domains, including eco- /
nomic development, commbnity development and public , -
facilities investmeny, housm& transportation, and devel-
opment planning/ Instrumentalities such as community *
- development blokk grants, urban development action
gran{s, general and ercyclical revenue sharing, CETA ;
grants, and water and sewer construction grants can bg
useful tools for an adjustment process. However, their use o
can be justified only during localities’ major transitions in
sizg and function. In addition, such mechanisms should be.
tilted toward the goal of ssxstmgj?)?almes to adjust to
changing circumstances and ghould be used to supplement - . C_/
margmally. but noMsubstitute for, efforts that aid people . N
¢tly. Because guidelines for establnshmgmmr !' .
ending interim tranjitional efforts in vifw of .a more } ) .
spatially neutral federal presence will be exceedingly dﬂ' ]
ficult td adopt, efforts should begin now. / ‘
It is important to realize that “identifying tradgoffs
am- ng policies alq Jprograms with-explicit urban foci 15'not
sufficient. Tradedffs among nominally nonurban federal
policies and programs also should be considered, because - !
they often have major, if iradvertent, urban impacts. e
Among the explicitly nonurban policies and programs that )
should be scrutinized for major restructuring or elimipation
are the panoply of in-kind benefits for the poor (sich as
legal ad services and Medicaid), the growing inveritory of
subsidies that indiscriminately aid the nonpoor as well as the
poor (for example, veteran’s benefits), protectionist s
megsures for indusfry (trade barriers for ghanufacturers and -
picesupports forfarmers), and minimum wage legislation. ¢
Although the oniginal goals of eagh polity and pro-
gram’ may be laudable in isolation, once set into place !
alongside all others, their aggregate result has be-n policy
incoherence, incoﬁstency. internal contradictions, and
inertia. Solutions” regarded as permanent or sacrosanct
tend o outlive and become poorly articulated with the
characteristics of the problemts that they were intended to
address. The thrust of this extended proposal is that the -
problems of people and the places where they live can be
handled in better ways than by continuing to tinker with
hundreds of different programs tha: assist individuals,
households, neighborhoods, tusinesses, and subnational
governments. Although a "*people-place’’ distinction may
often b&more apparent than real,”the aim should be a
reorientation of ‘emphasis, which involves avoiding the
templauon to use place-oriented assistance to prop up 103
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localities rather than allowing them te transform. People
are best assisted directly, and pclicies that best insulate

* people from or compensate them for painful transitional

conseguences should be emphasized.
. Federal urban policy efforts should not necessarily be

. used to discourage the deconcentr~tion and dispersal of iy -

dust,y and households from central urban locations. Inter-
regional and intrametropolitan shifts of households and
industry are esseniial to the efficient functioning ot the na-
tional economic s on a scale that supescedes local and
regional economiﬁ)mE:lch emerging deconcentration trend
is nothing mare t an aggregate_of countless choices by
and actions of inglividuals, families, and firms influenced
by sociai, cultufai, and economic considerations} our
public policy too}s are least useful when attempting to aiter
in a predictable way what ihe individual household or firm
will do. Yet, an inability to alter thcse developments
should be appreciated apart from the fact that their net im-
pact 1s probably positive and beneficial. The ongoing
decorncentration processes that leave very undesirabie local
consequences in their wake justify a federal policy role that
principally attends to these consequences, rather than flails
against the change processes that generate them.

The relocation of pepulation and economic vitality to
nonmetropolitan and previously rural areas also should
not be discouraged. The current revitalization of tradi-
tionally rural _areas should neither gbscure the fact that
much of the traditional basis for urban-rural distinctions no
longer exists, .or veil the fact that much of formerly rural

. America remains unaffected by expanding and diversified

economic hases. Although the poor of this nation are
dargely city-bound, the incidence of poverty i1n rural areas
still exceeds that in urban areas.

The energy and environmenial implications of the con- -

tinuing trends toward rel.. .sely low-density development
in new growth areas and the thinning out of existing high-
density areas do not unequivocally justify the need for a

national effort to encourage reconcentration in historically

central locations. The emergence of decentralized so ‘al
and economic systems®whic. acompass increasing sc

and territory and dictate that new, more specialized fu. .-
tions be performed by cities, should generzlly be encour-
aged. Although energy and environmental considerations

-will and s’ ‘uld assert themselves in important policy de-

bates in the coming decade and beyor..., as yet little compel-
ling and unambiguous emnirical evidence exists to justify
explicit public policy designed to alter the way in v.hich our
nation's communities grow and contract. Conserviihn of
existing energy and-environmental resources is not necessar-
ily inconsistent with, and may even be enhanced by, the shift
to lower densiy development, small-scale reconcentration in

.
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new growth areas, and the thinning out of large-scale, cen-
trally located concentrations of people and activities.
Nonetheless, the federal government should not abdicate
1its responsibility to assist localities and states i1n antici-
pating and countering the negative consequences that low-
density deve'Iopmenl may have in some locations, including
those tnstances where prime agricultural land 1s invaded
mdiscriminately by urban uses.

Federal policies should not be revamped, without
careful consideration given to their primary functions and
net effects, simply because unintended or inadvertent

‘‘anti-urban’’ consequences are discovered. Bending .

federal policies that dc not have an explicit urban focus to
serve locational or spatial outcomes may be undesiraple.
Although countiess federal policics initiate a barrage of
unintended anti-urban effects, these policy tirusts most
often have simply reinforced larger demographi¢ and
economnic trends or marginally increased the pace with
which they have unfolded. _

In the end, the federal government does not have that
much control over what happens to ! calities and regions.
There 15 hittle justfication for using explicit urban palicies
to do more than assist people pnmarily and places second-
anly to anticipate and adjust to the ensergence of a con-
tinually transformuhg nanonal economy and society.
Federal policies, ing_l.udm\g investment tax credits and en-
vironmental regulations, have important narrow sectoral
goaly that may be unwisely sacrificed if they are manip-
ulated y~ .ecure specific urban oufcomes.

In close partnership with the private sector, the federal
government should develop strategies to assist localities in
adjusting to economic-base transformation and popula-
tion change. In a federal policy lexicon, ‘‘development
policy’’ should be expanded tc .mply policy-guided local
contraction and not simply local revitalization and expan-
sion Policy-guided contraction and disinvestment ¢an help
to ease the impact of decline on individuals and local insts-
tutiors and to positioh communities for regaining therr
health at new lower levels of pepulation and industrial
activily -

The federal government should acknowledge that tke
problems of population and economic growth can be as
troublesome and painful as those of shrinkage. Shifts 1n
populacon and economne activity, which current policy
instrumentahties probably cannot reverse pose specific
adjustment prablems for metropohtan and nonmetropoli-
tan coramumuties in all regions. Both growth and decline
present opportunities to local governments to become
better aruculated with their populations and economic
hases through caretully planned expansion or contraction.
The federal government should assist communities during
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their transition and adjustment te new levels of population
and economic activity.

Federal, policies aimed at achieving beneficial urban
outcomes should bé consistent with efforts to ensure a
strong national economy and to implement national pro-
grams 1n health, welfare, housing, transportation, energy,
environmental protection, and local governmental as-
sistance that are consistent with dominant trends. These
policy domains should not use allocational strategies for
federal efforts that attempt to counter larger social and
economic transformations or :0 maintain specific local or
regional advantages that are slowly being eroded in the
course of metropohitan and regional development. None-
theless, the federal government should be fultv sensitive to
the fact that even though certain large-scale transforma-
tions bode well for the nation, they do imply serious transi-

- tional distress for some locai “*=s.

Accordingly, the federal government should continue
to assist localities in providing basic services® to local
residents. Meeting the collective needs of citizens wherever
they hve will continue to require close federal-local
cooperation. The federal government should refrain
wherever possible from assigning new responsibilities to
localities unless they also provide the resources that
localities need 10 meet those obﬂgaliops. This intergovern-
mental rélationship recogmzes both the well developed
capacity of the federal 1ax system to collect and disperse
revenues efficiently and the developing capacity of locali-
ties to provide the necessary services in the most efficient
manner. Although much place-oriented federal assistance
to locahties is ill advised to the extent that it is expended to
reverse the largely inevitable shrinkage of larger and older
communities, some shori-term federal transitional assis-
tance to localities 1s justified to assist them'in meeting the
expanding range of their responsibilities. As localities ex-
penence difficulty 1n funding basic services or in meeting
the financial obhgations incurred through federal orders
and mandates, the principle of federal adjustment assis-
tance to locahties should be inviolate.

Improved access to jobs involves helping people relo-
cate to take advantage of economic opportunities in other
places, as well as retraining them to take advantage of
economic opportumity in their own communmties. Enhanc-
ing the mobility of Americans to enable them to relocate to
areas where economic opportunity exists should receive
greater atiention Accordingly, a people-to-jobs strateyy
should be crafted with prjority over, but in concert with,
the jobs-to-people strategy that serves as 8 major theme in
current fed=ral urban policy. Greater emphasis on develop-
mmg a policy of assisted migration would help under-

. employed and dwptaed workers who ‘wish to migrate to
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locations of long-term economic growth. This option is
especially necessary for residents of scverely digtressed,
older industrial cities facing relatively permanent’contrac-
tion of their economic and population bases.

States should be encouraged and aided in their efforts to
assist local governments, as well as their individual and
corporate residents, to adjust to changing social and eco-
nomic circumstances. The nation's cities are national
assets that will continue to perform vital, although chang-
ing, functions for the United States. Although transform-
ing socially and economically, cities remain the legal
creations of the states. In past decades, many subnational
governiments have improved substantially their capacities
to implement efnomic. community, and manpower devel-
opment polici€s. Intergovernmental relationships in the
coming decade should preserve the spirit of the federal-
local government ties without undermining the emergence
of state governments as key urban policy partners.

Localities should be encouraged to reexamine their munici-
pal service packages and their funding and delivery
arrangements. Much local fiscal distress can be traced to
an inability to adjust public service infrastructures to
changing population size and composition. Municipal ser-
vice arrangements should either expand in growing com-
munities or contract in shrinking communities in ways that
give‘l’ycalilies the flexibility to adjust to future changes.
Grov¥ing localities should be encouraged to consider
carefully the breadth of functions and depth of resgon-
sibilities that they wish to assume, thereby avoiding a
rituabstic “imitation of those local governments that
assumed their responsibilities 1n an earlier historicaj era.
Greater reliance on private sector delivery of public ser-
vices and the transfer of fiscal/adnimistrative responsi-
bility for selected functions to other levels of government
should be carefully considered.

T

A

The patterns of relationships between loc:?es, countiss,
states, and the federal government have grofn increasingly
complex. Responsibilities for funding and administration
have become hopelessly intergovernmentalized. The unfor-
tunate and inescapahie consequence of our broader, bigger,
and deeper federal aid system is intergovernmental over-
load. This report endorses the general recommendations
made by the Advisory Commission on Intergovernmental
Relations aimed at the decongestion of the federal system.:

The State
Government
Role

The Local
Government
Role

Implementing
Federal Ucban
Policy:
Partners and
Parnerships
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The federal role in urban policy should allow for the
sorting out of roles and respgsibilities among levels of
government and between the public and private sectors.
Once those, reassignments are made, policy and program
activity should seek to abide by and,to maintain -those
assignments. In addition to seeking *o reintroduce distinc-
tions between federal and subuational respcnsibilities,
efforts should proceed to decide und hat conditions and
to what extent state and local bud}t(:sleuld become depen-
dent on federal revenues.

Any policies ; targeted at the nation's communities
should engage the federal government as a policy partner
with other levels of government and with the private sector
to assist people (primarily), places, business, afd political
jurisdictions (secondarily) to cope with changing circum-
stances. The resulting policy division of labor shobld con-
tinue to emphasize the decentralization of federal power and
the assignment to each partner of the tasks that it can best
undertake. ,

The federal levei of government is relatively efficient at
enunciating broad policy goals and raising revenues “for
distribution to subnational levels of government whichg#h
turn, can best define specific program features. Over time
many subnational governments have expanded their capac-
ities to 1itiate and to implement localized community and
economic development efforts without complex federal con-
trols. Local general purpose governments should continue
to be the principal policy implementers at the localevel, and -
policy instruments that encourage local initiative consistent |
with national purpgse should be emphasized. Despite prob-
lems associated with granting wider discretion to local
governments, on balance accepting local judgments is wiser
than implementing federal policies that are relatively unable .
to be articulated with local circumstances.

The federal government should retain responsibility for
ensuring that local imtiatives, while reflecting local cir-
cumstances, are consistent with national goals—part.cularly
in the area of civil rights. The nation needs to develop ways
of accomplishing this valid purpose without requiring dupli-
cation of the federal government’s organizational complex-
ity at the local level. The public sector should endeavor to
enhance and encourage priva or vitality and, where
necessary, to alleviate its undesirable consequences without
hampering that vitaity.

Although place-oriented federal urban and rural
development policies and programs eventually should be
reduced in significance in favgr of more people-oriented na-
tional economic and social Policies, during the transition
between emphases, the former should become more coor-
dinated and coherent, with greater emphasis on policy con-
sistency than on level of pragram funding. While housing,

E

108

I

-+

RN




transportation, and urban economic, ccmmunity, and
manpower development programs marshal relatively
meager resources in efforts to ameliorate the impacts of
unfolding demographic and economic trends, their potency
can be enhanced through better organization and con-
zolidation. General fiscal and monetary policies, transfer
payments to indivitluals, and development assistance to the
public and private sectors have their collective impact
diluted by indefinite lines of responsibility, divergent
delivery systems, and program procedures (including idio-
syncratic funding cycles, planning requirements, and
eligibility criteria) that often differ and even conflict. Con-
sequently, the efforts of subnational governments and the
decisions of private sector actors are unnecessarily
hampered by gaps, overlaps, and <’ ifting goals at the
federal level.
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Robert S. Benson is Presidgnt of Children's World, Inc.,
which owns and operates child care centers in 95 locations
nationally. Mr. Benson received his B.A. from Harvatd
College and his M.B.A. degree from the Harvard Business
School. Previously, he has worked for the Office of the
Secretary of Defense and has been a community organizer
for the National Urban Coalition, where he created the
National Priorities Project that produced the report,
Counterbudget: A Blueprint for Changing National Prior-
1nes. Mr. Benson has served on the committees and boards
of several organizations concerned with early childhood
development.

Charles E. Bishop is President of the University of
Houston System. Dr. Bishop is a graduate of Berea Col-
lege in agricultural education, has earned a Masters degree
in agricultural economics from the University of Ken-
tucky, and received his Ph.D. in economics from the

University of Chicago. Previously, he has served as Presi-*

dent of the University of Arkansas System, Chancellor at
the University of Maryland and Vice President for Research
and Public-Service in the University of North Carolina Sys-
tem. Dr. Bishop*has worked on numerous national and re-
gional task forces on agricuitural, labor, and rural issues, in-
cluding the National Advisory Commission on Rural
Poverty and the White House Conference on Balanced Na-
tional Growth and Economic Development.

Pastora San Juan Cafferty is a Professor at the School
of Social Service Admimstration ¢t the University of
Chicago, where she has created and directed a graduate
program in urban policy since 1974. Ms. Cafferty also
serves on the Committee on Public Policy Studies at the
umversity. Ms. Cafferty has <erved in the offices of the
Secretary of the U.S. Department of Transportation and
of Housing and Urban Development, as well as on the
Board of Directors of the Chicago Urban Transit District.

She has consulted and written numerous articles in the ~

fields of bilingualism and education and has done exten-
aye work on the subject of Hispanics in America.
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Ruth J. Hinerfeld 1s President of the League of Women
Voters. Before her election as president in 1978, Ms.
Hinerfeld ~crved as the League's first Vice Presiden. of
Legislative Activiies, as Chairperson of the League’s
International Relations Committee, and as the League's
United Nations Observer. Ms. Hinerfeld is a graduate of

Vassar College and the Harvard-Radcliffc Program in .

Bustness Administration. She was appointed by Presidents
Gerald R. Ford and Iimmy Carter to serve on the White
House Advisory Committee for Trade Negotiations. In
addition, Ms. Hinerfeld has served as Secretary of the
United Nations Assuaation of the Umited States of
America and as a member of the U.S. delegation to the
World Conference on the U.N. Decade for Women. She 1s
also a member of the Overseas Development Council,
Le&dership Conference on Civil Rights, and the National
Petroleum Conncil

Frank Pace, Jr . 1s President and Chief Executive Officer
of the International Executive Service Corps and also
Chairman and Chief Executive Officer of the National Ex-
ecutive Service Corps. Mr. Pace s a graduate of Princeton

- Umiversity and recerved his LL.B. from the Harvard Uni-

versity Law School. Previously, he was the Director of the
U.S Bureau of the Budget, the Secretary of the Army
under President Harry S. Truman, the President and
Chairman of the Board of General Dynamics Corporation,
and a past Chairman of the Board of the Corporation for
Public Broadcasung. Mr. Pace served as Vice Chairman of
the President’s Commission on National Goals, formed by
President Dwight D. Eisenhower to outline national objec-
tves for the 1960s
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Donald A. Hicks s Semor Professional Staff for the Panel
on Policies and Prospects for Metronolitan and Non-
metropolitan America 1n the Eighties. Dr. Hicks received
his B.A from Indiana Umiversity and his Ph.D. n
sociology from the Umversity of North Carolina-Chapel
Hill. He s currently on leave from the University of Texas-
Dallas, where he 1s an Associate Professor of sociology
and political ecqgomy, and he has worked in the Office of
the Governor of@North Carohina. Dr. Hicks has published
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