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DEPARTMENT OF TRANSPORTATION

URBAN MASS TRANSPORTATION ADMINISTRATION
WASHINGTON, D.C. 20590

THE ADMINISTRATOR

This was a new kind of conference in which we had before us in one place
a tremendous array of local nlans--more than one hundred of them--for
enhancing the value of public transportation investments in our cities
through a private-nublic partnership.

We already have visible evidence in a number of cities of the benefits
of joint development. This is only a beginning. Many new, exciting
prospects are within our grasp if we have but the foresight and the
courage to reach them.

As President Carter said in his urban policy message: "The Federal
government doesn't have the resources by itself to do the job. But we

are ready to provide the leadership, the commitment and the incentives
which will encourage all sectors of our country to rebuild and to maintain
the quality of America's communities."

Richard S. Page






PREFACE

Local, State and Federal governments are committed to making major
improvements in urban transportation facilities. This commitment has
been accompanied by a rapidly increasing interest in related joint
development.

A result of this widespread interest was the JOINT DEVELOPMENT
MARKETPLACE at Washington in June, 1978. The conference was sponsored
by the U.S. Department of Transportation's Urban Mass Transportation
Administration through the Urban Consortium for Technology Initiatives,
the Urban Land Institute, and Public Technology, Inc., which serves as
secretariat to the Urban Consortium.

This document contains:

A summary of the Joint Development Marketplace.

A developer's perspective on joint development.

A Federal perspective on joint development.

Two Mayoral perspectives on joint development.

Two success stories.

Two Evolving Projects.

A summary of the Federal Panel.

A summary of the Financial Panel.

A series of background papers prepared for the use of the
conferees.

A summary of the Joint Development Marketplace workshops.
A Site Marketing Information Summary and Sheets.

A Tist of the Joint Development Marketplace attendees.

It is hoped that Marketplace participants and others who wish to
pursue joint development projects find these proceedings to be useful.
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JOINT DEVELOPMENT MARKETPLACE: A SUMMARY

On June 25, 26, and 27, 1978, more than 600 persons met at
Washington, D.C. to learn about and discuss emerging joint public-
private development opportunities throughout the United States.

One hundred forty-six private companies and firms were
represented.

Seventy-eight cities and urban counties sent their mayors or
other senior officials. Thirtv-six of these cities and counties
exhibited plans for more than 100 joint development projects, and
their representatives were available--in formal site marketing sessions
and informally--to answer questions about them.

Top Federal officials, including Secretary of Transportation
Brock Adams and Assistant to the President Jack Watson, emphasized the
opportunity for a creative partnership among all levels of government
and the private sector in the revitalization of our cities.

Nationally recognized leaders in the fields of urban planning and
economic development, urban transportation, Tand development, and real
estate investment discussed joint development from their particular
perspectives and took part in a series of workshops relating to public-
private negotiations and the planning of joint development projects.

The JOINT DEVELOPMENT MARKETPLACE--as the title indicates--was
designed to be a marketplace for projects ready for development and
a marketplace for ideas.! In this respect it differed from the
traditional Federally sponsored activity, at the conclusion of which
is brought forth a transcript of the proceedings and a series of re-
commendations. The value of the JOINT DEVELOPMENT MARKETPLACE was in
being there, seeing what others had to offer, exchanging experiences,
and making contacts.

1The JOINT DEVELOPMENT MARKETPLACE was sponsored by the U.S.
Department of Transportation, Urban Mass Transportation Administration
and Office of ‘the Secretary, through the Urban Consortium for Techno]ogy
Initiatives, the Urban Land Institute, and Public Technology, Inc.
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Despite the pragmatism of this approach, three themes were so
pervasive during the marketplace that they must be reported here.

¢ The Federal government is fully committed to joint development
as_a means of enhancing the desirable impact of public trans-
portation investments in urban areas.

Direct evidence of this is the repeated invitation of Urban Mass
Transportation Administrator Richard S. Page to local governments to
use the amendment to Section (3) of the Urban Mass Transportation Act
of 1964 which then-Congressman Andrew Young sponsored in 1974.
Recently, President Carter signed the 1978 Sur ace Transportation
Assistance Act which has clarified and broadened the Young Amendment.

The original Young Amendment authorized financial aid to public
or quasi-public transit corridor development corporations or entities.*
Eligible costs included buses and other rolling stock and the acqui-
sition of land "within the entire zone affected by the construction
and operation of transit improvements, including station sites."
Public highways were excluded.

In the 1978 Act, public highways are again excluded with the ex~
ception of fixed guideway facilities such as rapid transit systems,
busways and transit malls. The 1978 Act also includes assistance for
new technologies in the form of innovative and improved products such
as downtown people movers.

In addition to land acauisition and rolling stock, "eligible
costs" under the new Act include those for demolition of existing
structures, site preparation, utilities, building foundations, walk-
ways, and open space. It also provides for the acquisition, construc-
tion, and improvement of facilities needed for intermodal transfers
(e.g., intermodal terminals, transit malls, park-and-ride Tots), but
not for the construction of commercial revenue-producing facilities or
of public facilities not related to public transportation. Under the
old Young Amendment, intermodal terminals were not eligible, except for
the portions which directly affected the public transportation system.

There is also a requirement in the 1978 Act that the disposition
of any net increases in property value be worked out prior to project
approval and that all persons or entities occupying space in facilities
will pay a "fair share" of the cost of such facilities through rental
payments or any other means acceptable to the rantor.

*{hile the 1978 Act removed the phrase "public or quasi-public
transit corridor development corporation or entities, " such entities
are still eligible to apply for aid as public bodies.

[p*]
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An annual funding ceiling of $200 million has been placed on joint
development projects to be funded out of the revised Young Amendment.
This is one of the first pieces of legislation to be enacted from
President Carter's Urban Initiative proposals made early in 1978.

The Urban Mass Transportation Administration has refrained from
issuing regulations based on the Young Amendment until actual project
experience can be accumulated. However, discussions during the market-
place clearly indicate that Federal policy is directed toward flexibility
in administering the statutory authority in terms of the requirements of
particular projects and that project applications are welcome.

Perhaps even more significant was the personal participation in the
marketplace of Jack Watson and Secretary Adams, as well as the presence
of Administrator Page and his staff and of high-level representatives of
the Federal Highway Administration, the U.S. Department of Commerce, and
the U.S. Department of Housing and Urban Development.

This Tevel of participation underscores Jack Watson's statement,
during the plenary session on the Federal Perspective, that:

If there is a central theme to the President's
recently announced urban policy, I have absolutely
no doubt what that theme is. It is partnership.

It is partnership not only between and among the

levels of government--Federal, State, city, county--but
creative partnership between and among all those
levels of government and the private sector which,

in the opinion of the President and of Brock Adams,

and of the other leaders of this Administration, is
really the great motor that must move us toward

vital cities.

e Actual and potential delay in the joint development process
is still a major deterrent to joint development.

It has long been obvious that a major risk to the developer in a
joint development project is unpredictable delay, caused by the public
nature of the project, that may increase costs and defer rental income.
This marketplace made it clear that delay is the enemy not only of the
developer, but of all the participants in a project.

ee Financial institutions operate on budgets. They need to
know where and when their money will be invested. It is a
serious matter to them when a planned flow of money is de-
ferred over a substantial, and often indefinite, period of
time.
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ee Public officials are concerned that delays in project
completion will result in criticism and may bring in its
wake political repercussions, such as the loss of support
for community development activities generally or, even, the
loss of an election.

ee And transit operators fear that delays in the private devel-
opment will cause politically unacceptable delays in provid-
ing transit improvements or in initiating new service.

There are three paths by which the problem of delay may simulta-
neously be approached.

1. By prepackaging as many as possible of the items that must be
completed before a developer can move ahead with assurance.
These may include enabling legislation, referendums, tax abate-
ment and other local ordinances, public hearings, environmental
impact reviews, zoning and subdivision actions, and variances.

2. By providing firm assurance that planned public improvements
will be made on schedule. This requires political commitments,
as well as assured sources of funds for the transportation and
other public improvements, and cooperation agreements among the
public agencies which are to provide them.

3. By simplifying and making more flexible the processes by which
Federal assistance in support of joint development is committed
and made available.

o The joint development process must include means by which
residents can participate in planning projects that affect them
and_their neighborhoods and can themselves realize some of the
economic benefits that result.

This subject was discussed in three of the six workshobs.
Harold B. Williams, Director of Civil Rights, Urban Mass Transportation
Administration, summarized the issues in a background paper prepared for
the conference. He writes:

There are three areas in which action must be taken in a
specific and timely manner to assure that the people's
interests are realized:

-- Participation of local neighborhood organizations and
citizens in planning, site selection, transit station
design, and resulting area development.

-- Employment and training, through the setting aside of jobs
and the provision of training for unemployed and dis-
advantaged youth.
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-- Provision of opportunity for minority businesses to reach
their full potential.

The JOINT DEVELOPMENT MARKETPLACE showed that the opportunities for
joint development are there--perhaps more of them than most persons re-
cognized. So are the financial aids available from the Federal govern-
ment--in programs already authorized and administered by the Departments
of Transportation, Commerce, and Housing and Urban Development. There
is no better way to conclude this summary than to repeat what Secretary
Adams said in closing his keynote address to the conferees:

It's time to take America's cities off the sick

1ist, and mayors off the hook. Our urban communities
are a valuable national asset. Through a new partner-
ship of commitment and investment, we can preserve,
protect, and improve those urban assets for the future.






PART II
JOINT DEVELOPMENT MARKETPLACE:
HIGHLIGHTS and MATERIALS



Section 1: Speeches

This section includes four general speeches concerning the various
developer, Federal, and mayoral perspectives of joint development.

In the first speech, Harold Jensen of the Urban Land Institute
discusses what a developer is interested in obtaining from the Tlocal
project participant. Next, Honorable Brock Adams, U.S. Secretary of
Transportation,and Honorable Jack Watson, Special Assistant to the
President, give personal opinions on what they feel the Federal role in
joint development is and will be. The two last speeches concern the
attitudes of Mayor Thomas Moody of Columbus, Ohio and Mayor Hans Tanzler
of Jacksonville, Florida on joint development prospects in their urban
areas.



DEVELOPER'S PERSPECTIVE

Harold S. Jensen
Metropolitan Structures
President, Urban Land Institute

Let me start this candid dialogue by taking a few minutes to tell
you what's on my mind as I approach this meeting--speaking now as a
developer.

First, I am concerned that you public officials be aware of what
we developers will be Tooking for when you outline vour various joint
development opportunities. Joint development,after all,can be a compli-
cated and sometimes risky enterprise so I am going to approach your
proposals with caution. Metropolitan Structures, of which I am a
partner, is active in four cities and examining opportunities in three
others. e, 1ike many developers and Tenders, think of our market as
being national rather than local. We feel we can and must carefully
choose among the many cities with develonment opportunities.

In analyzing development potential within a city and, more impor-
tantly, between cities, there are a number of variables that I consider
very important. Some obviously have to do with demand characteristics;
others have to do with supply factors or our ability to bring a project
to market on time and within budget. In this forum, it is probably not
necessary to dwell on demand factors, so let me disnose of that quickly.

In general, we look for opportunities where demand for space--be
it office, retail, or residential--is strong. Strong demand means that
the prevailing market demand price is high enough to return an accentable
profit over the cost of constructing new space. We determine this by
looking at vacancy rates, rate of absorption, competitive products, type
and gquality of tenants in the area, general economy of the city, and,
possibly, the changing or emerging role of the CBD. We are also con-
cerned about site specifics such as vehicular and pedestrian access,
proximity to ancillary services, adjacent activity, and general per-
ception of location as a good place to work or Tive.

Many sites being presented by cities exhibiting in the marketplace
today and tomorrow are not in what I would define as strong market areas
but rather are located in uncertain markets. In these latter cases the
demand price for finished space is not well enough known for developers
or lenders to be able to determine whether there is a profit to be
earned by developing a project. In situations like these, one 1is very
cautious and, in addition to the specific types of information just
described, it is necessary to Took at factors directly controlled by
local government.

The Tocal factors that affect supply in the uncertain market (and
in many strong markets as well) are numerous. To interest a developer
in a proposed site requires the right answers to the following questions:
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First, is the use proposed appropriate for the site? Many cities
have plans outlining an elaborate scheme for downtown redevelopment.
If the whole plan could be put in place at once, each component might
work. Unfortunately, instantaneous redevelopment does not occur and
thus the site available for development today frequently must stand on
its own, depending solely on existing demand.

Second, is the site cleared and ready for use? Sites offered to a
developer, especially one from out of town, that are encumbered with
tenanted buildings or rights-of-way are not ready for use and will not
generally be considered. When acquiring a site from a public agency in
an uncertain market, a cleared parcel is expected.

Third, are development tools at hand? Does local government have
the authority, the funding, and the delivery mechanism to provide the
incentives or the assistance promised? Frequently, major projects call
for land write-downs or special public improvements such as a parking
garage or improved street access. A developer wants to know if what is
needed to make a project possible is available, can be promised, and,
more importantly, will be delivered.

Fourth, is the local political climate responsive? A Mayor and
council must be supportive of a major project, especially one requiring
public assistance. Development takes years to complete and requires
commitments to its major partners throughout. Helpful to a developer
is support from local business leadership and cooperation from labor.

A local administration that can pull business and labor together in
support of a project is a tremendous asset.

Fifth, does the administration appear competent to deliver on
conmitments made? This unquestionably is a subjective Jjudgment but
one freguently made by developers. Certain cities have a reputation
as a good place to do business. When all other things are equal, in a
choice between two projects in two different cities, it is the one with
the good reputation that wins out. How are judoments made regarding
competence? There are a number of key variables: Strong desire by
Mayor's staff to expedite; a zoning review process that supports develop-
ment; evidence of the willingness and capacity to provide infrastruc-
ture in advance of development; and finally, a Mayor with a stout heart
who does not shy away from controversy.

These five questions are indicative of what developers ask either
their consultants, their staffs, or other developers. Though frequently
phrased in different ways, these questions do represent what we need to
know. Cities that have "yes" answers to these questions will catch our
attention.

Aside from looking for certain features in public agency proposals
or solicitations, private developers are concerned with the process of

10



Speech: Jensen

development. The saying that time is money can't be repeated often
enough. If we have any choice at all, we will choose to work in sit-
uations where the development process is "reasonable - Unfortunately,
what is reasonable from our perspective seems too often to be of no
interest or irrelevant from a public agency's viewpoint.

Moving through the stages of the development process is becoming
more difficult and taking ever-increasing amounts of time. To the ex-
tent that the added hurdies--be they environmental reviews or citizen
participation or whatever--improve the final product or the environment
in which it is located, we are generally receptive to their inclusion.

However, when regulations and procedures merely mask indecision,
hidden no-growth agendas or bureaucratic ineptitude, then it is appro-
priate and essential for those of us involved in creating a development
product to object to the burden and to seek to have it removed.

The development of a major project today requiresan inordinate
amount of cooperation. But cooperation between public and private
sectors doesn't just happen. First, we must try to understand and
accept the credibility of each other in the development process, our
goals and the constraints under which we operate. Second, we must have
the willingness to resolve conflicts that arise and to do so expedi-
tiously.

The words about cooperation appear simple and are therefore taken
for granted; unfortunately, the case they describe is not common to
many communities. How often, for example, has it been necessary for a
developer to justify a profit simply because those who demanded the
information have made no effort to understand the dynamics of invest-
ment? This is as unfortunate in my mind as the need for a mayor to
remind a developer that the appearance of doing business together has
political Tiabilities.

Cooperation, as you can tell by my definition, is a state of mind.
It entails a recognition that developers need local officials and local
officials need developers. Cooperation does not require that the public
sector neglect its own goals to please the developer. Nor does it de-
mand that the developer forego his profit for the community. Both are
essential.

In conclusion, if you feel “leaned on"by a developer, be assured
that the public agency point of view will be represented by others at
this meeting. The public agency participants have gone to a great deal
of effort to make this an effective marketplace. Let's all join in the
effort. I'm sure we will be rewarded.

11



FEDERAL PERSPECTIVE

Honorable Brock Adams
Secretary
U.S. Department of Transportation

Good Morning. The President's Urban Initiatives proposal has now
been made. The 15th and final piece of legislation in that package has
been sent to Congress. As Vice-President Mondale told the Conference
of Mayors last Tuesday, the national development bank President Carter
propboses would generate $16 billion in private investment for the
cities most in need. Our purpose today is to examine some of the pro-
spects for joint development--to put public and private investment
dollars to work on urban improvement projects.

In his urban policy message President Carter said: "The Federal
government doesn't have the resources by itself to do the job. But
we are ready to provide the leadership, the commitment and the incen-
tives which will encourage all sectors of our country to rebuild and
to maintain the quality of America's communities.

That's what brings us here today. We are saying to the private
sector: "The momentum is swinging back to the cities; join us in re-
vitalizing urban Tife." We're saying, as President Carter has said,
that "e€veryone has a stake in the health of our urban places." We're
also saying: "Non't blame your mayor or council member or UMTA for the
condition of your city, unless you're prepared to do your part to make
it better." We're saying: "We're all in this together to make it work."

With that in mind, there are three short messages I want to bring
to you.

1. Federal dollars are needed for salvation of the cities.

This Administration is dedicated to the salvation of our cities. As
was pointed out at last week's Conference of Mayors meeting, the sections
of the Federal budget that have been growing most rapidly are those dealing
with assistance to States and cities. Under President Carter, Federal
aid to State and local governments has increased 25 percent in two years,
going from $68 billion in fiscal 1977 to $85 billion for fiscal year
1979. 1In addition, as a part of his national urban policy proposal, the
President is budgeting another $200 million for urban public transpor-
tation capital investment projects.

2.  Federal dollars alone are not enough.
Federal dollars alone won't solve our urban problems. That's not
the answer. Piling a little more money on top of every existing Federal

program will not cure the root problem. And we do not have the funds
to do it.

12
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What I'm saying is, we want to modernize the way we invest in State
and community projects.

First, we want to simplify transportation planning, so that high-
way and transit developments are planned together and in concert with
other community objectives. e want States and localities to be able to
make Tong-range plans, so private development can proceed accordingly.

Second, we want to improve the management of transportation re-
sources, SO narrow categorical restrictions do not 1imit the ways funds
can be used and prevent us from using the money available.

Third, we want uniform funding formulas - 80/20 for everything
except Interstates or transfers from them--so Tocal officials' decision-
making won't be dominated by the amount of money the community has to
put up to get a Federal grant.

Fourth, we want to make better use of the dollars available, by
managing the long-term commitments so we can cover those commitments
without increasing taxes or adding to the deficit.

The proposed highway/transit bill now enacted moves in that
direction. The President’'s urban policy moves in that direction.
This meeting moves us further in that direction. Then we will restore
vitality to our cities, and promote long-term growth and development
at a cost we can all afford.

3. A prtnership is necessary.

The "conservation of our communities" and the "coherent Tong-range
urban policy" the President has called for can't be achieved by the
public or the private sector alone; and it won't be accomplished by
piecemeal programs being pursued independently by a galaxy of Federal
agencies. That's why joint efforts 1ike this are so essential. It is
also why coordinated transportation planning is vital to the future
of our urban communities.

Transportation ties a city together, Tinks it with its suburbs,
moves its commerce and provides mobility for its people. We can't
have an effective urban policy without an effective transportation
policy. :

Twenty-five years ago department stores began following the high-
ways to the suburbs. As shopping centers became more popular, down-
town business districts declined. Public transit, deprived of its
bread-and-butter traffic and forced to expand its Tines--at greatly
increased costs --collapsed as a private enterprise industry in the
United States.

13
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But today, new transportation projects can provide excellent
catalysts for joint development opportunities.

Detroit, Michigan, for example, has a downtown people mover and
pedestrian "sky-way" system in the works together with a combination
parking facility and commercial development to serve the new Re-
naissance Center.

Baltimore, Maryland is already working with local planners on the
joint development of three transit station sites for the city's new
rail system.

Gary, Indiana is preparing a joint development proposal around a
relocated terminal of the South Shore rail line on the edge of its
downtown district.

In New York, there is a proposal to create commercial space in
refurbished passageways connecting Grand Central station, a rebuilt
Commodore Hotel and an existing subway station. There are two other
immediate prospects in the New York City area, including a transit
mall in the South Bronx and the development of Jamaica Center in
connection with the Kennedy Airport rail line re¢ >cation and exten-
sion.

Here in Washington, a joint development venture is being planned
around the Columbia Heights station in the 1968 riot corridor.

I am pleased to announce this morning {(June 26, 1978) the award of
a $2.6 million UMTA grant to the Denver Regional Transportation Dis-
trict to assist in the design of a pedestrian transit mall to be
served by free, low-polluting transit vehicles. A major terminal faci-
lity will be tied into the mall to connect express commuter buses with
the mall shuttle buses. This transfer facility offers the opportunity
for the construction of a major commercial office building on the land
adjacent to and the rights over the terminal.

I would point out that, in this particular example of joint
development, the only Federal investment is in the transit mall itself.
Denver is fortunate in that it generally is experiencing a strong
local economy. Other cities may not be as fortunate and we recognize
that additional funds may be necessary to stimulate the private invest-
ment in their development projects. Our program is designed to be
flexible, to provide the necessary catalysts for an entire range of
joint development opportunities.

That's why we're trying to provide cities - e means to develop

their public transportation potential, and produce alternatives to the
private car.
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This involves three key decisions by local peopie.

One: The solutions have to fit the city they serve. MNew York

and Los Angeles, for example, can never have the same kind of
system. Cities must build the type of system their people want
and will support. Where rail systems are appropriate, they should
be built in segments. Private development will be better served
by a system planned in total but built in increments.

Two: Be certain the system affords new opportunities for the
redevelopment of urban properties. As urban highways made land
less useful, we must now make urban land more useful. Park-and-
ride stations provide natural points for suburban business ven-
tures, and as the downtown areas are gradually liberated from
their dependence on the private car, land and facilities now
needed to accommodate vehicles can be put to other use.

Three: The recycling of public transportation will help restore
eivic pride and the city loyalty and spirit that comes from
building a community. Certainly the "working alliance" of all
levels of government with the private sector and with the citi-
zens of the community will serve, as President Carter has said,
to instill a new sense of purpose and mutual interest.

Thank you for your interest in this important endeavor.
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FEDERAL PERSPECTIVE

Honorable Jack Hatson
Assistant to the President

[ am very pleased to be here this morning. I would like to be-
ain by stating that the Carter Administration believes that the
Nation's cities have a tremendous amount of potential. For all of
our problems, for all of our difficulties, deficiencies and short-
falls, we have tremendous strength to build on. We have tremendous
wells of creativity and imagination in the private sector. If there
is a central theme to the President's recently announced urban policy,
I have absolutely no doubt what that theme is. It is partnership.

[t is partnership not only between and among the levels of
government--Federal, State, city, county--but creative partnership
between and among all those levels of qovernment and the private
sector which, in the opinion of the President and of Brock Adams and
of the other Teaders of this Administration, is really the great
motor that must move us toward vital cities.

To the extent that we can leverage government expenditures
creatively, with massive imagination, private sector investment and
innovation, our cities will be saved, our cities will be strong, our
cities will be nice places to live.

One of the things that the Federal government has not done
very well traditionally, which we're working very hard on now, is
packaging across agency lines. Some of the men on this platform
with me--Bob Hall, who is the Assistant Secretary for Economic
Development in the Department of Commerce, Bob Embry, Assistant
Secretary for Community Development in the Department of HUD, and
Mort Downey, Assistant Secretary of DOT--sit with me and others on
an Interagency Coordinating Council that Dick Page mentioned. We
met this morning, as a matter of fact.

What we're doing with the interagency group of policy and
decision makers is packaging. We are trying to create synergisms
from the Federal side that will respond to synergisms that we hope
are going to emanate from you--from mayors and city councils and
county governments and private sector developers.

I cannot think of a hetter, more apt illustration of partner-
ship than is represented by this Joint Development Marketplace. 1
went down to see the exhibits this morning and, to coin Dick Page's
phrase, I am swept away with enthusijasm at what is being thought
about, at what the potentialities are.

Before I leave this stage, it is my privilege on behalf of the
President and, speaking for him at this moment, to thank you, to
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welcome you here, to urge you on to the kinds of creative colla-
borations that this country, this government, our cities, towns,
and counties need.

Thank you.
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MAYOR'S PERSPECTIVE

Thomas Moody
Mayor
City of Columbus, Ohio

Good afternoon. I'd Tike to talk about something this afternoon
that could have a major impact on our ability to carry out joint
development projects--the Californja tax initiative, Proposition 13.
The repercussions of its passage could well change the future course
of local government in this country. In reacting against property
taxes pushed ever upward by the pressure of inflation, the voters in
California may be heralding a mood of austerity. But their vote also
underscored some very basic concerns that have been on the minds of
local officials for some time. It is clear that while the local
nroperty tax is the principal source of local revenues, it is not the
right way to sunport the vast array of services that local governments
are called upon to provide. The local property tax was not designed to
support them, and it never will be able to. Nor should it, since many
of the costs that our citizens must bear through their Tocal property
tax payments--costs of such programs as air and water quality planning,
uniform wage and hour laws that are set without attention to local
conditions, mandated benefits and pensions for local employees, and a
variety of other costs--are mandated by Federal and State laws.

Proposition 13 can be read as a clear statement in opposition to
the imposition of these burdens on property owners.

What's the remedy? From the point of view of the National League
of Cities, there are some basic strategies that could be applied.

The first of these is to broaden the local tax structure. A
broader array of local services could be supported locally if States
would give cities the Tocal option to rely on such alternate sources
of revenues as local sales taxes or payroll taxes. These are possible
in some communities, but they have traditionally been denied to cities
in this country.

A second strategy would be to shift the burden of financing Tlocal
services. The National League of Cities has long advocated the Federal
assumption of welfare programs. We would also support State funding
of education. We strongly support the use of fiscal notes or similar
forms of reimbursement for paying for programs mandated by State or
Federal Tlaws.

Another basic strategy for local government would be to greatly
improve the management capacity of Tocal government and Tocal officials.
One of the messages that the California voters delivered is a call for
reduced government spending. To balance that demand for austerity with
the real and pressing needs of cities and the people who live in them
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will require management ability of the highest order. It will require
that local officials know how to get the most and best use out of

every dollar they take in through local taxes. It will require that
every program, every nroject, serve a variety of needs. It will require
that every resource a city offers--human, physical, cultural, or econo-
mic--be used wisely.

Improved management, higher productivity, areater application of
technology must continue to be of high priority to local government.
This was the basic motivation of the National League of Cities and
other public interest groups when they created Public Technology, Incor-
porated. If ever the knowledge and experience gained by this organi-
zation in its seven years of existence is needed, it is now. Clearly,
greater cooperation between the public and private sectors in the
efficient utilization of scarce resources permeates this conference.

What is reauired, in the end, is a strong sense of urban conser-
vation. The response to Proposition 13 need not be a radical and
sudden one. Proposition 13 really only underscores the importance of
a concept that has been at the foundation of everything the National
League of Cities has been doing for the past few years. That concept--
that philosophical foundation for League policies--is the idea of urban
conservation.

Urban conservation, at its simplest, is the thought that cities
are resources, and 1ike other resources they must be used wisely and
conserved, not used up and discarded. Our cities represent immense
investments of time, money, brick, steel, concrete, hope, dreams, labor,
sweat, tears, and Taughter. These investments cannot be allowed to go
to waste through misquided and inappropriate programs at any level of
government.

There are countless examples of Federal and State programs that
have worked against our cities rather than conserving them. Some of
the most visible ones, however, have been transportation programs.

Transportation has often done as much to divide our cities as it
has to hold them together. There has been a wrong side of the tracks
ever since there were railroads. Highways have filled the suburbs
with people and filled downtowns with cars. Expresswavs have created
walls between people who once were neighbors.

Things have been changing, however, Ten years ago, highway
planning became something of an adversary proceeding. Engineers and
highway planners found themselves confronted by well-organized community
aroups who were not going to be divided by expressways that would bring
them nothing but air pollution and noise.
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"What's your highway going to do to my neighborhood?" is the basic
question. And if you substitute any other form of transportation for
highways, the concern is still the same. People have realized that
transportation must do more than just move people and goods.

Richard S. Pﬁge Administrator of the Urban Mass Transportation
Administration (U 'Af at the U.S. Department of Transportation, lists
five purposes for public transit--mobility, energy conservation, envi-
ronmental protection, employment and economic development. Those five
purposes are also important parts of what the National League of Cities
has been defining as urban conservation--and they are high goals for the
sort of joint development that you have come here to talk about.

Mobility--the simple ability to get from home to work and back--is
crucial, and a large number of people must depend on public transit for
that mobility. Ue have all become aware of the need for energy conser-
vation and for environmental protection. Neither can be achieved with-
out some cost, but neither of them can be ignored for much longer.
Employment is essential for all our people, but it is extremely impor-
tant for inner city residents, and it is the key to revitalizing center
cities.

Transportation plays a vital role in reaching each of those five
goals. The joint development of transportation facilities which meet
the wider needs of our cities, their neighborhoods, and their people
is not only a sensible approach but an essential one. Thank you.
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MAYOR'S PERSPECTIVE

Hans Tanzler
Mayor
City of Jacksonville, Florida

Thank you. In the eleven years that I've served in the National
League of Cities, the United States Conference of Mayors and various
other organizations, the cry has been the same--urban crisis and urban
conservation. We called it 14 different things throughout those
years and there have been as many solutions and recommendations as we've
decried the problems which face us, but they really were summed up and
surrounded by another problem spelled out in urban flight.

The shift of population from the incorporated city into the unin-
corporated areas has created problems for cities. We've decried the
Federal incentives--the highway systems, and the tax incentives--that
made it possible for one to go into the Targer areas, build a bigger
house and deduct the interest rates and so forth. You were better off
than trying to refurbish the dwelling in which you were Tiving inside
the city limits.

There 1is another war going on in this nation to which we are going
to have to address ourselves. And I'm sorry that we will. What
I'm referring to is the interstate economic tax incentive war that many
states are engaging in. '

Industries are moving from the major cities of the North into the
so-called "sunbelt" of the nation. There are a number of reasons for
this shift, not the least of which are the taxes, the working condi-
tions, and the climate. As these industries shift, what is taking place
in Florida and in other southeastern States is certainly an unhealthy
growth.

For instance, the State of Florida has increased its population
by more than two million people since the last census. Growth Tike
that creates tremendous problems. Fort Mever has, for example, had a
42 percent population increase in a single year.

Believe me, before I go on, that I'm here today competing with all
the other cities to encourage industry relocation to my area. Such
encouragement has already resulted in many new developments in the City
of Jacksonville of which I'm very proud. I do know, however, that
every time a plant relocates$ to Jacksonville, some other mayor is having
additional problems. As the tax base forces one industry out of a city,
the mayor of that city is faced with the need to provide the basic level
of services with a declining tax base.

We do have some alternatives to urban flight. One of the ways to
minimize center city decline is through annexation. You can't flee from
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the incorporated limits of Jacksonville into the unincorporated areas
of the county because there aren't any--the city 1imits go to the
county Tine. 4hile we still have urban flight, it's one hell of a long
drive. If it takes you an hour to get back and forth on an expressway
or an Interstate, with the cost of energy, then it isn't worth the
effort to flee the city. So, to some extent, it is a solution to the
problem. Yet in some ways we're punished for our progressive organi-
zation.

I would 1ike to be critical, if I may for a moment, about the
attitudes (Congressional, requlatory, or otherwise) used in developing
the guidelines for use of Urban Development Action Grant (UDAG) monies.
OQur city, because it did annex, was unable to particinate in this year's
UDAG program because we now average the population residing in the core
of the city with those that were in the unincorporated areas of the
county. When we combine the two, we end up a little above the standard
set for use of UDAG monies. However, we still have a large population
in the core of the city which is well below the poverty level and would
meet every UDAG guideline.

On the other handsthe solution has been recognized--the self-help
solution of annexation or flexibilities of your city limits. However,
those that take advantage of this are,to a very large degree, penalized
for having helped themselves.

Also, another potential solution for center city decay is the
downtown people mover. The City of Jacksonville is first on the list
of additional people mover projects, if the Urban Mass Transportation
Administration (UMTA) ever gets around to funding any new ones. I must
say, parenthetically, that I am personally pulling for the Mayor of
Cleveland in his efforts to overcome the recall election. I hope he
gets re-elected because, as you know, he rejected the $42 million the
Federal government has allocated for Cleveland to build a downtown
people mover. If he doesn't want it, then UMTA will just have to see
who is next on the 1ist. I think that is only fair.

The City of Jacksonville has an Economic Development Administra-
tion grant to establish an Economic Review Office within the Office
of the Mayor. The office will evaluate every grant that we might
possibly apnly for and determine what the economic impact will be on
our community.

Hhat I'm saving to you is that if there is a solution to the
directions that cities are taking on a national basis to solve local
government problems, there has to be some method of emphasizing and
maximizing the economic multiplier effect on private development. I have
suggested repeatedly that every project should have at least a four-s
five-,or maybe a ten-time multiplier effect. If a city can show the
Federal government just how many times those dc lars are going to be
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multiplied on a private scale, the Federal government can make decisions
that will automatically stimulate the economy.

Keeping downtown Jacksonville economically strong and a vital urban
center is a constant problem, as it is in every downtown throughout the
Nation. Trying to convince people of the importance of maintaining the
Downtown is a problem. I don't have the city Timit, as I said, so
that's not the problem; however, there are still those who myopically
reject the concept of sbending money on the downtown since we have such
fabulous shopping centers farther out. The argument is: "My office is
out there and I don't need to go downtown; therefore, why spend my tax
doTllar downtown?"

These are familiar arguments, I'm sure. Trying to convince the
people that more than 15 percent of our total taxes comes from less
than one square mile of the city's 847 square miles is not easy. One
should easily be able to see the necessity of preserving that one
square mile. Also, if one-fourth of the population work there, then
certainly we would want to preserve it.

We want to save downtown from a standpoint of public safety and
of making it an ideal place to work and shop. It is still amazing to
me that I find so many people, whose intelligence I admire, are still
against spending tax dollars on downtown development. They will say
that you should Tet the free enterprise system work by itself and that
the development will take care of itself.

I'171 close with this observation. If you see a picture of
Jacksonville, you will see Independence Sauare, the magnificant jewel
of our skyline. This block paid the City of Jacksonville's and the
County of Duvall's coffers less than $100,000 in taxes. It was that
way when I came into office. There was a rundown bowling alley and a
few dilapidated corner shops. It Tooked terrible. This year the

Jacksonville Independence Square will generate $1,000,000 in taxes.
Now, which is better, $100,000 or $1,000,0007?

How important was it to get that developer to make a decision to
put that building there? If it is a $32 million building, what
are the multiplier effects? How many others with millions of dollars
of investments made the decision to expand banks and other holdings in
that area? Once there was a sign of progress in downtown Jacksonville,
investors and developers began to flock to the area. Developers and
financial institutions have indicated that they are willing to commit
almost $400 million dollars to the revitalization of Jacksonville's
downtown not only because of the new building, but because of the hope
that a people mover might someday be built downtown. If we have to
fight every inch of the way, the goal will be accomplished.

23



Speech: Tanzler

As I step down after 12 years as Mayor of Jacksonville, the advice
I give to you is to keep things simple so that the public can understand.
If the people don't understand what the project is, regardless of the pro-
ject's efficiency, they will not go along with it. Communication is, was,
and will always be the number one problem we have.

Thank you, God bless you, and I appreciate this opportunity to speak
to you.
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Section 2: Project Presentations

This section describes both success stories and evolving projects
in joint development.

The first two presentations, by Gerald Maier of the Philadel-
phia Redevelopment Authority and the other by W. Scott Toombs of Rouse-
Philadelphia, Inc., briefly summarize some of the facts concerning the
successful Philadelphia Gallery joint development project. J. David
Hunt describes the Portland Mall success story and Mayor George
Latimer of St. Paul covers the St. Paul Galleria project which is
now underway.

The next four presentations cover joint development projects
related to the Washington, D.C. Metro stations. J. Kirkwood White of
the D.C. Municipal Planning Office and Henry Cord of Washington Metro-
politan Area Transit Authority (WMATA) give general descriptions of the
Metro system and their views of the Metro system joint development pro-
cess. John Israelson of Woodward and Lothrop department stores de-
scribes their joint development project with WMATA. Ronald T. Goode
of the Oliver T. Carr Company, a developer, describes an evolving joint
development at the Metro Farragut West Station.
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SUCCESS STORY: THE GALLERY, PHILADELPHIA, PENNSYLVANIA

Gerald Maier*
Director, Market Street East
Philadelphia Redevelopment Authority

Good morning. We feel that the Philadelphia Gallery was a very
successful joint development project. The three main financial parti-
cipants included:

e Gimbel's Department Store
® Rouse Company
e Philadelnhia Redevelopment Authority

In addition to the preceding, the City of Philadelphia, primarily
with Housing and Urban Development funds, contributed funds for land
acquisition and utilities relocation.

The Southeastern Pennsylvania Transportation Authority (SEPTA) was respon-
sible for making the major transit improvements associated with the
project--those at the 8th Street Subway Station. I believe that the
rail and commuter connections made the project work.

The Philadelphia City Council took the lead in organizing

the project by passing 15 ordinances. Including redevelopment funds,
the city contributed 30-35 percent of the project costs. The Gallery has
created 30,000 jobs.

(At this point there was a slide presentation).

*

Mr. Maier gave a slide presentation on the Gallery. This text
describes some of the project facts he brought out prior to the pre-
sentation.
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SUCCESS STORY: THE GALLERY, PHILADELPHIA, PENNSYLVANIA

W. Scott Toombs
Sr. Development Director
Rouse~Philadelphia, Inc.

Good morning. During the past several months I've been im-
pressed with the amount of interest shown in all aspects of revitali-
zation of U.S. central cities. New Orleans, Chicago, Pasadena,

Boston and many other cities have revitalization projects in planning
or under construction. It's important for all of us that these pro-
jects become successful realities because our collective investment is
too great to write off as a depreciated asset.

Philadelphia's success with revitalization has been tremendous.
The Gallery is a part of that process. There were many hurdles to
overcome in developing the Gallery; problems that could only be over-
come by a trust relationship between the government and the private
developers. Each of the parties had to take extraordinary risks in
order to perform their part of the bargain. There were several im-
portant ingredients which Ted to the success of the Gallery. They
included the following:

e Philadelphia is a city with an excellent track record
in urban renewal. It has brought excellent office and resi-
dential development back to the center city. Also, a great
amount of retailing was going on before the idea of the
Gallery was conceived. People use mass transit in Phila-
delphia --900,000 riders daily.

e The department stores were willing to make major commitments
to the Gallery's success. A total of $47 million were
committed by two major department stores. Both stores
agreed to long-term operating covenants which were very
important to project financing. Project financing is extreme-
ly important, as those of you in the private sector know.

e The City Administration was extremely supportive of the pro-
ject. The Mayor said that the Gallery Project was one of his
major objectives and followed through on that objective.

e The $20 millionin Federal funds granted to Market
Street East created a project of distinguished design, and
magnificant structure. Because of this, the project was one
in which development economics could work favorably for both
the project participants and the city.
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The Mayor saw to it that the project ran correctly and quickly
through the city approval processes. In addition--

The project was never a political issue.
The public supported the project.

The business community was united in making the project
a success.

The financial community ultimately orovided the mortgage,
probably more as a public service at the time than the ex-
cellent investment the Gallery has turned out to be.

Revitalization had been going on for a long time in the
same area.

Seventy percent of the customers come to the Gallery by public

transit.

The Gallery has approximately 200,000 square feet of retailing
Tocated on five levels between the two large department stores. One
ot the retailing levels is underground.

In conclusion, 1'd 1ike to express my appreciation for the oppor-
tunity to discuss the Gallery at this Joint Development Marketplace.

Thank you.
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SUCCESS STORY: THE PORTLAND MALL, PORTLAND, OREGON

J. David Hunt
Executive Director
City of Portland Development Commission

Mayor Goldschmidt was asked to talk today about a success story:
The Portland Transit Mall and the redevelopment--the joint develop-
ment--that has been the result of the Mall's construction in the
center of our downtown.

He would tell you, first, that back in March of 1971, when the
concept of a Portland Mall was first envisioned, and then in September,
1973 when that vision was first put to paper as a grant application
for $12 million to UMTA, we never ta]ked--aub]ic]y—-about development
or redevelopment because, in those days, UMTA wasn't interested in any-
thing but a pure transportation project. And even though most of us
recognized that the Portland Mall, if funded, would be the largest
single public investment to Portland's downtown in 40 years, and
its major impact would be as a catalyst for turning around years and
years of neglect and decline, we couldn't say that.

Today, of course, joint development is a Federal programming
catchword. The Department of Housing and Urban Development will fund
a housing project when one of the key objectives is jobs. The
Economic Development Administration will support a downtown performing
arts center if it demonstrates that it will attract people and economic
activity. And the Urban Mass Transportation Administration now keys
its transportation project funding on the basis of the joint develop-
ment that it will stimulate. Legislation (since enacted) that would
open up the Young Amendment and that was a part of President Carter's
original transportation legislative package would do more than make
Joint development an explicit objective of urban transportation pro-
jects--it would actually fund joint development projects.

Mayor Goldschmidt feels that the difference between the approach
to Tocal government needs now being taken by the major agencies of
the Federal government under President Carter, and the kind of Federal
policy that we were forced to live with over the past several decades,
is Tike night and day.

If the redirection and coordination of Federal urban policy that
President Carter and the Congress have brought to this Nation's cities
in the last two years is anything Tlike the initiatives that Thomas
Wolfe saw when he returned to his home city in the late 1930's, then
we now know why he said, "I think the true discovery of America i8
before us."

For we now believe the true discovery of Portland is before us,
and we hope this is true for other American cities as well. We say
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this because of the success we have had in the recent years with the
redevelopment of Portland's downtown, and because of new Federal
initiatives that now open up new opportunities to keep the momentum
of our success going.

Before we talk about this redevelopment in Portland, we want to
describe to you where we began six yvears ago, and our strategy to get
from where we were to where we are today.

We began six years ago with the recognition that if the downtown
died, the city would die. Our downtown is almost 10 percent of the city's
tax base, and today it provides 72,000 jobs and about 10 percent of the
city's employment. And more than this, it is Oregon's only urban center,
with cultural activities, theaters and restaurants that are resources
that exist nowhere else in the State. Our downtown is as important to
Oregon as our mountains, rivers, and our ocean coasts.

Six years ago, the downtown was in a state of decline and the
negative impact of the Tack of confidence in the future of the down-
town was affecting the whole city.

Retailers were leaving the city. The air was seriously polluted,
and EPA's Clear Air standards threatened to Timit the access of
shoppers and clients to what downtown merchants and offices still re-
mained. New potential projects were caught in planning hassles and
red tape because no one seemed to know what we wanted and there was no
downtown plan to guide new investments.

First, we had to resolve the region's major transportation dead-
locks--Mt. Hood Freeway. One of the last segments of the Interstate
highway system and a symbol of all that had gone wrong in our city,
it had to be stopped from cutting up our neighborhoods and destroying
5,000 households that would use the downtown as their shopping center.

Second, we had to improve the regions air quality. Because of
downtown Portland's location in the Willamette Valley between Port-
Tland's hills on the west and Mt. Hood on the east, our air quality
had become a serious obstacle. In 1972, the City got together with
the State and the transit agency to devise a plan that would bring us
into compliance with the mandate of the 1972 Clear Air Act, which
placed a 1id on parking in our downtown with emphasis on public
transit.

Third, we took advantage of our inherited resources in the
downtown :

e Along the east of the central business district--the river-
front --and our two historical districts.

e Along the west, running from the north en of the business

district to the south end, the Park Blocks, an attractive
area for housing.
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o And between these two corridors, at the center of the busi-
ness district, the historic Pioneer Courthouse.

The point is that we knew we could use these inherited resources as
anchors for our downtown redevelopment.

Fourth, we invested all of the City's discretionary resources in
a way that maximizes private sector involvement. And this is where
the real pay-out is, because we know that government, alone, cannot
and should not be expected to do it all. Public spending should re-
flect public policy and, as such, be a signal to the private sector.
And once the signal is given, it has got to be consistent; govern-

m$nt has got to decide what it does want. Basically, we needed a
plan.

Each of the strategies--resolving transportation deadlocks,
cleaning up the air, taking advantage of inherited resources, and
targeting public resources--were all merged into a larger downtown
plan which is the basis for the recent success, the Portland Mall.*

*
A slide presentation followed these remarks.
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EVOLVING PROJECT: THE GALLERIA, ST. PAUL, MINNESOTA

George Latimer
Mayor
City of St. Paul

Good morning. I would Tike to begin by giving you a brief des~
cription of the City of St. Paul. I would then Tike to share with you
our experience with what a developer Tooks for when deciding to develop
a site.

I would also like to thank the organizers of this Joint Develop-
ment Marketplace. I have learned a great deal. I think that the
objectives of the Carter Administration's Urban Policy, the reper-
cussions of the energy shortage, and the need to develop our center
cities are best approached by organizing cross sectionsof groups, such
as we have here today.

*St. Paul is an older northern city which is the capital of
Minnesota. It has a population of about 300,000. Together with Minne-
apolis, which has a population of 375,000, the metropolitan area has about
2 million people. I would like to talk about some of its distinguishing
demographics for a moment because I feel they are worth noting.

We are all familiar with out-migration, when the population leaves
the city for the suburbs. St. Paul has had out-migration, but nowhere
near as much as some other large cities across the country. During the
last 15 years, Minneapolis has lost approximately 27 percent of its
population, Cleveland around 33 percent and St. Louis about 40 percent.
However, St. Paul has lost only 11 percent of its population and, compared
to many northern cities, has a fairly stable population.

St. Paul has a diverse economy. It is a city with 17 institutions
of higher education, State capital government offices and many Federal
offices. Al1 of these facilities have a stabilizing effect on our city.

Our unemployment rate is around 3.8 percent which, if you examine other
cities our size across the nation, is fairly good. St. Paul has a
higher than usual Medicare age which tends to make the City more stable.
There are so few areas with underemployment and poor that we can res-
pond to their needs. St. Paul has fewer persons, slightly under 10 percent
of its population, living below the poverty level than any of the 50
largest cities in the country.

As far as development goes,the last several years have been very
productive and exciting. In 1977-78, even with the devalued doliar,
St. Paul has had a larger amount of money invested in development per
capita than any other U.S. city.

Two years ago we had one 500-unit, high-quality housing complex
for downtown. Since then, three highrises for senior citizens have
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been constructed. These units represented all of the available housing
in downtown with a working population of 70,000. This has caused us
to do two things:

e Construct additional retail development in downtown.
e Develop a downtown residential population.

This has a snowball effect because we have constructed 1,000
additional housing units in the downtown area. I anticipate that before
construction ends, the population in the downtown area will exceed 10,000.
I feel that a residential component is very important to assure the suc-
cess of downtown development projects.

As mentioned by Mr. Jensen earlier, there are five key ingredients
a developer Tlooks for:

o Whether the Tand-use is appropriate for the sight. Each compo-
nent should stand by itself.

e lWhether the site is clear and ready for development.

e lWhether the necessary development tools exist, including the
authority to make commitments, - funding and financing ability,
and a delivery mechanism.

o Whether the Tocal political structure will be responsive through-
out the project.

o Whether the local administrator can deliver on the commitments
that are made.

St. Paul has all of these. This accounts for the success of the
Galleria.

Another element that is important and enhances our ability to
respond quickly to development opportunities is that, upon taking office:
in 1976, I organized the Economic Development, Housing Authority,
Planning Department, Community Development, and Capital Improvement
Budget Fund. After a year of organizing, along with the proper legis-
lative actions and community participation, we have a department with a
unified budget. This unified budget allows me to move in a variety of
ways to finance a project.

Because the community supports the plans, a large amount of Commu-
nity Development money is being used to revitalize the blighted down-
town. The reason we have used Community Development money to develop
downtown is that St. Paul has a good housing program. We have invested
in renovating our housing stock, most of which is old; therefore, while
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the downtown deteriorated, the neighborhoods did not. This, too, has
prevented a high out-migration of city residents.

The one financial tool I have not mentioned is the Port Authority,
which has been active in St. Paul for the past 15 years. The Board of
Directors is appointed by the Mavor. The Port Authority has independent
bonding authority, as long as the City Council and the Mayor grant
approval. Presently, the Authority is expanding into housing develop-
ment and s building a parking garage, \ ich is part of a joint development
project. The Port Authority provides a flexible tool and has had a good
financial record.

Every project undertaken by St. Paul has had a prompt response and
cooperation from the Federal government. The tools are there to be used.
In the Galleria project, we had a private commitment of $38 million, a
public commitment of $65 million, and another commitment from a
private hotel to develop a new retail-hotel project. Because of a
Federal UDAG grant, we were able to complete that package. The end
product was the hotel, the Galleria, and the retail-office complex going
up all at the same time with a terrific savings in construction costs.

In conclusion, I have tried to share some of our experiences in
St. Paul with you. I hope this information has een beneficial.
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J. Kirkwood White
Assistant Director
Zoning and Planning Coordinator
D.C. Municipal Planning Office

Good morning. Three joint development projects will be discussed
during this session, but first I would Tike to give you a Tittle back-
around on Washington.

Washington has one of the largest geographic downtowns of any city
in the country. This is one of the reasons why Metro is so important
to us. The downtown stretches for nearly 2 square miles, including the
Federal buildings and the Tocal business community. We have a low
scale downtown due to height restrictions which accounts for the spread
rather than building up.

There are more than 400,000 Federal and private employees working
in the downtown area. Therefore this requires a very large public
transportation commitment. The Federal commitment along with Tlocal
matching funds has allowed us to build one of the finest transportation
systems in the world.

In the early nlanning staces of Metro, we recognized the value
of joint development at Metro stations. The city acquired the
Metro Center sites, which have excellent development opportunities.
Firstly, this land was acquired because Metro Center is the key station
with two major lines crossing in the core of the city. Secondly, it is
a prime development site with 600,000 square feet of land. This pro-
perty has been offered on the market and we have received very respon-
sive bids. The D.C. government will make a decision on the developer
next month.

The city also acquired a large site at the Gallery Square station,
the second major transfer point in downtown. This land, next to a
major department store and the National Portrait Gallery, has been
offered for development. To date there have not been any bids. Also,
Metro runs into sections of the city that are in need of development
due to the riots in 1968. Sites have been acquired and are available
for development.

In the early planning stages, the D.C. government applied for, and
was granted, UMTA funds to construct Metro. The Mayor and the City
Council established a transportation development team to identify
"knock-out" panels which would give direct access to a number of local
businesses, office complexes, and hotel complexes. This has already
been accomplished at a major department store in downtown Washington.
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We have updated our planning and zoning processes to take full advan-
tage of Metro.

A new mixed-use zoning ordiance has been passed in the western
region of downtown where residential development is under construction.
We recognized the need to get residential development in the downtown
area. The new Pennsylvania Avenue Development Corporation (which was
established by Congress to revitalize the Pennsylvania Avenue Downtown
Corridor) has also recognized the need for downtown residential deve-
lopment.

Commercial zones in the downtown area have been revised to en-
courage mixed-use development. There is no longer a penalty for resi-
dential use in certain areas. Also, the number of public hearings
required for planning and development has been reduced in order to
expedite and encourage interest and stability in the investing com-
munity.

We have prepared and have before the City Council new goals and
policies under the new Comprehensive Planning Authority. A new Civic
Center is planned and we have prepared a downtown pedestrian system
for the sole use by pedestrians in a major downtown retail corridor.

Another major step in planning was taken by working very closely
with the business community. We have also had a great deal of success
working with the Metropolitan Board of Trade. We have found that there
has to be a great deal of coordination between the Washington Metro-
politan Area Transit Authority, the District Government, and other
agencies that have something to do with the development of the city.
Since this is a Federal city, there are Federal agencies looking over
our shoulders. Consequently, they must be involved in the development
process also.

In the development of the joint development site at Connecticut
and L Streets and International Square, zoning adjustments were necessary,
roof structures had to be approved and set-backs had to be approved.

In the development of the site around the Van Ness Station, a
planned-unit development to permit development over a Metro Station
is in the process.

Our basic suggestions are:

e Plan early with the transit authority

e Obtain Federal commitments for money

® Conduct the necessary studies
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e Provide physical access between the station and the
development sites adjacent to the statijons.

e Set up the phasing of the development process so that all
concerned know how long it takes to go from the initial
stage to the actual development.

If you have not visited Washington in the past several years, I
think all of you will see Washington, D.C. as a changed city. The

population is stable, the Tocal government is stable, and there is
a rebuilt stable economy. Please see the Metro system.

Thank you very much.
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Henry Cord
Head
Management, Disposal and Special Projects
Washington Metropolitan Area Transit Authority

Thank you and good morning. I would like to talk about the roles
that Metro, WMATA and the District Government play in the developments
being presented to you today. I represent the Washington Metropolitan
Area Transit Authority and we operate Metro.

Presently, the Metro System operates along 23 revenue miles with
29 operating stations. Later this year we are expanding the system to
29 revenue miles with 34 operating stations (effective November 20,
1978). There are another 20 miles under construction. This represents
only a part of the planned 100-mile, 87-station system. The WMATA Board
of Directors announced earlier this month that the operating hours will
be extended to midnight and operation will begin on Saturdays. Two
weeks ago we reached T million weekly riders, which means our daily
ridership exceeds 200,000.

Metro has already contributed to the fulfillment of the President's
Urban Policy. It is encouraging urban development, shaping urban growth,
increasing urban accessibility and mobility, and improving the general
state of urban environment in the Washington area. Through coordinated
efforts, a new partnership exists which seeks to capitalize on this
~:gion's emerging transit system.

Our purpose here is to emphasize the joint development relation-
ship in the development of transit stations. Metro impacts seven major
municipalities in the greater D.C. area, four of which have actively
participated in the Marketplace and identified development opportunities
at 11 transit areas in D.C., Prince George's County, and Montgomery
County in Maryland, and the city of Alexandria, Virginia.

The first step taken by WMATA in 1961 was to develop nolicy quide-
lines for acquiring real estate properties. These policies are:

e Develop guidelines to enable WMATA to exercise the necessary
controls in construction and operations.

e Ensure that all of the Tong-term leases provide for payment of
taxes to the local jurisdictions.

® Focus attention to the size, shape, location and accessibility
of the nroperty to be acquired, as well as the utility for the
remaining pronerty.

e Ensure that the acquisition will occur in a manner that does not
impair future re-use potential.
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This policy guidance gives direction to the planning and engineering
phases of our activities.

There is one careful consideration when acquiring a site:
partial acquisition. This may inhibit future development of that site,
precluding re-use. This is a problem encountered when acquiring down-
town sites with multiple owners. On the Connecticut and L Street joint
development project, the entire site was purchased. A 12-story
retail/commercial/office building was constructed and now is occupied.
Our long term leases provide for payment of real estate taxes. This
project received 100 percent support from the local government. The normally
required below-grade parking was substituted with retail space that
has a direct connection to the Metro system. Off-street loading space
was reduced. There is a net rental area of 145,000 square feet of
commercial office space and 41,650 square feet of net retail space.

In conclusion, it is my helief that WMATA has successfully estab-
Tished the ability to pursue joint development at Metro stations. The
key elements have been coordination with local governments and private
developers. Through this form of partnership, joint development can
occur and contribute to the following:

o Improving the environment surrounding transit stations;

® Providing an aesthetically pleasing development;

e Providing a greater convenience to Metro riders;

® Assisting Tocal governments in meeting their objectives; and

e Achieving a form of value capture by its investments in public
projects.

Thank you for your attention.
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John A. Israelson
Vice President
Store Planning and Engineering
Woodward and Lothrop

Good morning. As I was sitting here, I could not help thinking
about the subway station that is being contructed very close to this
room. I, along with other retailers, have been down into the tunnels
to observe the construction. I was thinking about the amount of
passengers that this hotel, along with the other establishments in the
area, will bring to the downtown Metro Center, the station I am going
to discuss.

I represent a major downtown department store. For those of you
who are from out of town, it is called Woodward and Lothrop, probably
the largest volume department store in the area. We have 14 stores
throughout the area. 0ddly enough, all of these stores either are or
will be located in the vicinity of a Metro station.

Before the beginning of this joint development project, Woodward
and Lothrop had two buildings--950,000 square feet of retail space--on
btoth sides of 6 Street,which is the main subway entrance. There was
an archaic tunnel connecting the two buildings. One of the buildings
is very old and we are waiting for the new convention center to be
completed so we can tear it down and start a major development on that
side of the street. OQur south building is relatively new and we are in
the process of investing $6 million for remodeling.

The financial arrangements for this joint project with WMATA were
not a one-way venture for us, as the developer or retailer, or for
WMATA. It was a legitimate business deal. WMATA gained a Tifetime
easement for their major subway entrance through our building and we,
in turn, gained the mezzanine on the top of the subway tunnel, which
amounts to 4,400 square feet of retail snmace connecting our two
buildings. The formula for this is goo planning.

In 1976, when the first subway lineopened, the Red Line, we
took traffic counts during Tunch hours on the mezzanine. We were
getting 1,600 to 1,700 young ladies that would not normally be there
because the travel time from their place of employment to the down-
town store was impossible with a one-hour break. Now we know who
the customer is, the age range and the income Tevel.

In July 1977, when the Blue Line opened, we took another count.
There was a 70 percent increase in traffic through our doors. In Tate
1977, we found that there was another 50 percent increase in traffic.
One-fourth of our downtown customers arrive by tro.
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Because we know the age group of our customers entering the store,
the merchandising on the mezzanine level is geared toward that age level.
There is a completely new, modern look in the main building. We also
constructed three fast food restaurants which attract young customers.
They have a variety of foods with a common eating area.

I would Tike to conclude this discussion by emphasizing the need
to begin your planning early. It should not take 11 years, as it did
in our case. Many of you have the opportunity to begin planning
immediately and I urge you to do so. For example, look at Montreal,
Canada for commercial development and Toronto, Canada for housing
development opportunities. To show you our optimism, we are planning
for a subway connection and a major remodeling of our Chevv Chase store,
located in Friendshin Heights just across the District Tine.

I hope I have given you some insight on our view on joint deve-
Topment.
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Ronald Goode
Vice President
Oliver T. Carr Company

Good morning. I appreciate the opportunity to be here today. I
will beqin by talking about International Square, which is a mass
transit-oriented office/retail complex being developed in downtown
Washington. It is situated along the Metro Blue Line, which Tinks
downtown Washington with National Airport.

The development encompasses 106,000 square feet of land. It is the
largest single private development in the central business district.
The land transfers, ownership, and financing were all done privately,
but it is a joint development project because it has a Metro connection
and an easement agreement with the city.

International Square was conceived in 1962 as a joint venture in-
volving an automobile company, Equitable Life Insurance Company, and
other private investors. There is a 99-year lease with the Washington
Medical Center. The first phase of the project is completed and occu-
pied. The second phase is under construction. The development will
occupy 961,000 square feet of office space on 11 Tevels, 108,000 square
feet of retail space on two levels, and 220,000 square feet of parking
space with a capacity for 800 cars. The total cost of the project is
$80. mi1lion.

The project will be completed in three phases in order to:

o Accommodate the relocation of the Washington Medical Center
facilities.

® Assure that we could release manageable increments of office
space, based on what we thought the market could absorb.

Phase I was completed in March 1977 and it is 100 percent Teased, Phase II
should be completed in April 1979 and is already 65 percent Jeased, We hope
to have Phase III completed in 1983.

The actual Metro connection is scheduled for Phase III. There will
be a direct entrance from the street level to the mezzanine of the
Farragut West Station. In addition, there is a "knock out" panel in
this station which will allow us to construct an escalator leading to
the Tower retail Tevel of International Square.

The accommodation of this Metro connection was accomplished by an
easement agreement with WMATA, a surface, subsurface and aerial easement.
This allows us to construct escalator connections from two Tevels of
International Square to the subway, install elevators for handicapped
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persons, and relocate the cooling towers for the subway on the roof of the
building. This easement agreement involved no cost to WMATA.

The Metro connection as well as the size of International Square
will create a unique design along with excellent marketing opportunities.
We will be able to construct two levels of retail space with a diagonal
pedestrian mall Teading from 19th and K Streets to the Metro entrance
at 18th and Eye Streets.

We encountered one major problem in dealing with the Metro entrance.
The Tocations of the foundations of Metro's escalator entrance were in-
compatible with the column spacing planned for the Phase IIT building
above. Also, the foundations were insufficient to hold the load capa-
city of a 12-story building. Fortunately, we realized the problem
early and were able to change the design. There was an additional cost
of $250,000 in design and construction cost change orders. %e nego-
tiated an agreement with WMATA to share this cost.

Phase I has been extremely successful. As I stated earlier, the
office/retail space is 100 percent Teased and rents for an average of
$11.25 per square foot with 335,000 square feet of office space. Ground
floor retail space rents for an average of $25.00 per square foot encom-
passing 16,000 square feet. Leases for Phase II, which is not completed,
will average $12.00 per square foot.

I would 1ike to emphasize that WMATA has played a large role in the
success of this project. This cooperative effort has created benefits
for all parties:

e The Carr Company will have the most unique commercial development
in downtown Washington.

® WMATA will have increased ridership from the 6,000 occupants of
International Square.

® The project will employ a full-time staff with an annual payroll
of $350,000, in addition to a night cleaning crew of 90 with an
annual nayroll of $300,000.

e The city will get an additional $1.4 million dollars in real
estate taxes, $100,000 in parking taxes, and $% million
in retail sales taxes.

e The public will have a more vibrant downtown and a pleasant
place to work and shon.

I hope you will be able to benefit from our experiences, both good
and bad.

Thank you.
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FEDERAL PANEL: PRESENTATIONS

The Federal panel includes descriptions .of the Federal role in
joint development. The nanel includes brief reviews by:

Honorable Mortimer L. Downey, Assistant Secretary for Budget
and Programs, U.S. Department of Transportation

Honorable Richard S. Page, Administrator, Urban Mass Transpor-
tation Administration, U.S. Department of Transportation

Robert C. Embry, Jr., Assistant Secretary for Community
Planning and Development, U.S. Department of Housing and Urban
Development

Robert Hall, Assistant Secretary, Economic Development Admini-
stration, U.S. Department of Commerce

Lester Lamm, Executive Director, Federal Highway Administration,
U.S. Department of Transportation.

FINANCIAL PANEL: QUESTIONS AND ANSWERS

This section summarizes the responses to common gquestions, pre-
pared by the Urban Land Institute, concerning the financing of joint
development projects. Panelists included:

Ronald R. Rumbaugh, Executive Vice President, Urban Land
Institute

Bowen H. McCoy, President, Morgan Stanley Realty, Inc.

Gillis Pratt, Jr., Executive Vice President, Galbreath Mortgage
Company

Brian Strum, Vice President, Real Estate Investments, Prudential
Insurance Company of America
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Honorable Mortimer L. Downey
Assistant Secretary
Budget and Programs
U.S. Department of Transportation

Good morning. I will try to keep my remarks brief. As Secretary
Adams stated a few minutes ago, coordination of effort is a difficult
task and there is never enough money for what we put highest in our
priorities. Each year, the cry is more money for UMTA, more money for
highways, and more money for all the important efforts we are sharing.

In sharing these programs and projects, we now have the kind of
coordination between Federal, State, local, and private agencies which
we would Tike continued in the future. Through coordination, those
priorities which have the most potential will have a chance to rise to
the top. That's not to say that everyone will get every dollar they
would Tlike, but rather through the process of coordination of effort,
those projects that really offer major potential will be the ones that
move to the top of the priorities Tist.

As some of you may know, we recently sent a budget amendment to
Congress for the Mass Transportation Program. This proposed amendment
will attempt to accomplish two goals and more importantiy, put some
muscle behind the words "Urban Policy-" The first specific initiative
is an addition of $200 million to support urban development projects
and the kinds of things we are talking about here today. The second
part of the amendment deals with an attempt to get advanced funding
for some of the major transportation projects that many of you may have
underway (both were enacted in the 1978 Surface Transportation Assis-
tance Act). Again we think we can get better planning if we can put
those appropriations a year or two out in front, so that we know there
are no uncertainties about funding.

Now we must get moving, and begin developing the basic transit
projects, and the ancillary joint development projects we are talking
about today.

Thank you.

45



FEDERAL PANEL

Honorable Richard S. Page
Administrator
Urban Mass Transportation Administration
U.S. Department of Transportation

Thank you very much for the kind introduction. If none of us knew
what joint development was a few months or years ago, it seems pretty
clear that there is a great deal of enthusiasm about it here.

I am pleased to welcome you to Washington, and to an unusual
conference--the Joint Development Marketplace. The enthusiasm is evident
when one views the exhibits, some of which were brought here at great
expense by cities and private business sponsors. This is an unusual
gathering because it is designed with the Urban Land Institute's ori-
ginal idea and active participation as a marketplace of ideas, not as
a proceedings of Federal speeches. I also want to congratulate each
of you who came and especially the city and county representatives
who volunteered their time and their effort with their projects, even
some have subjected themselves to public scrutiny and analysis at the
Marketplace.

A few years ago, no one was auite sure what joint development was,
or meant. When then Congressman Andrew Young sponsored his amendment
to the 1969 Urban Mass Transit Act a few years ago, it seemed like a
good idea. The Congress agreed and the Urban Mass Transportation Ad-
ministration (UMTA) agreed, but it was still a skeleton without flesh
and blood.

Now, after several studies and some false starts, we have some
existing nrojects and proposals which can be seen downstairs. These
projects are in all types of cities across America, large and small.
At least two dozen cities have come to UMTA with potential projects.
In fact, I'm told there are 104 projects in 36 cities and counties re-
presented at this conference.

We have some outstanding success stories, like the Gallery in
Philadelphia and the Portland Mall in Portland, Oregon which you heard
about this morning. In short, we have an idea whose time has come.

We now know that joint development means a combined effort of public
and private dollars, which enhance a project to make it better, more
useful and more attractive than it otherwise would have been.

Surely, this combined effort and enhancement can stretch scarce
government funds and can harness the energy and talent of developers
so that transportation projects are used to improve the quality of Tife
in our cities. I am not supposed to make a speech, so I shall stop,
but not without restating UMTA's active interest and support with grant
funds for joint development. And not without a special thank you to
all of you, especially The Urban Land Institute and Public Technology,
Inc.
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Robert C. Embry, dJr.
Assistant Secretary
Community Planning and Development
U.S. Department of Housing and Urban Development

To begin with this morning, there are several things that I'd Tike
to stress very briefly. The first is that there 7Zs no clear dividing
line between transportation, community development and economic deve-
lopment. People who are looking at it from the private sector probably
see these funds as interchangeable and are disturbed that they have to
deal with two or three agencies in order to put projects together.

But fortunately, there is a transportation element, there is an
urban and community development aspect and there is a business aspect
to what goes on in cities, and so there's a necessity for these three
departments and three departmental programs. But I think we're all
committed to make these projects happen, and we don't care which agency
is assigned, is out on the street, identifying that project. We want
to use our resources to move these projects ahead, and we, that is, the
U.S. Department of Transportation, the Economic Development Administra-
tion and the U.S. Department of Housing and Urban Development, meet
jointly on all these projects to find out how we can add the additional
ingredient which will allow these projects to occur.

The point has been made a couple of times that the atmosphere has
changed. If we were having this meeting ten years ago, we perhaps
would be engaged in a lot of wishful thinking about what we'd Tike to
see happen in cities, but we'd be running against some major market
forces that were going to defeat a 1ot of our objectives.

But in the late 1970's, those market forces are turning around, and
we think we're spending Federal money in areas where the future exists,
and in areas where we'll have a very real and immediate payoff.

But the important additional Tesson that we've learned is that the
discipline of the private market is absolutely essential. Government
officials, no matter how much experience they've had, can never know
whether private money will follow public money.

The central theme of each of our programs is Zleverage. The word is
repeated in the legislation many times so that it can become a cliche
and a catch phrase. The importance of Zleverage is that we want to make
sure that the limited public money that we have will in fact lead to
private investment. We want to avoid the wishful thinking brought on by
land use marketability studies which say, if you put in all this public
money, it can't help but generate private investment. Based on many
years of experience, we know that it can not happen. In fact, private
investment usually does not happen unless you nail down exactly who is
going to do what.
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Therefore, we want to make sure that the private sector is involved
from the beginning. We also want to make sure that city officials see
the representatives of the private sector as their partners--not their
enemies.

We want to see the city officials sit down, when they begin a pro-
ject, and talk to the private business community to find out what is
realistic and what is not realistic. We also want the private business
community to understand the constraints that the public officials are
operating under, and to understand the very real problems and procedures
that public officials have to go through.

The Department of Housing and Urban Development has three programs
that are specifically relevant to what you are doing at this Joint De-
velopment Marketplace. As I look through the Tist of joint development
projects that are being discussed, and I look around the room, I know
that our programs are already being used.

The first is the Community Development Block Grant Program--the
$3.5 billionin block grant money that goes out to cities.
That money can be used for joint development and _for economic develop-
ment. We amended the law Tast year to make it clear that the money was
eligible for commercial and industrial development, and that it can be
used in any way the city wants to use it. It can be used as equity, as
a loan, to build a building, and to equip a building. There is no
Timit on the imagination that can be used in putting Community Develop-
ment funds to work. The funds can be used alone or to supplement an
EDA project, a U.S. Department of Transportation project or a project
that's city-funded.

The second program is the Urban Development Action Grant program
which was outlined in Section 110 of the Housing and Community Develop-
ment Act of 1977. We completed our first round of funding about three
months ago. This week we're deciding on our second round of funding.
That is $400 million, with an addition of $275 million now in Congress,
along with an additional $275 million for EDA for Title IX. The UDAG
program is available to distressed cities only, of which there are about
310 over 50,000 in population and about 1,800 below 50,000 in population.

The UDAG money can be used as the glue to put together a specific
project deal, where a private commitment has already been made. The
commitment has to be firm so that we know who the Tender fisand who
the developer is. The leverage in the first round of action grants was
six and a half private committed dollars for each dollar of public money.
For example, for $150 million of public money, almost a billion dollars
in development will take place.

We are very excited about the response of the private sector to
this new program. We think that our successwill grow,
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The final program is one that is not widely used--Section 108 of
the Housing and Community Development Act of 1977. Section 108 per-
mits a community to borrow up to three times their annual community
development allocation, which they can in turn lend out at the Federal
borrowing rate. Section 108 has a $3.5 billion ceiling, and it
means a city 1ike Detroit, for instance, which receives $60 million
in community development money a year, can borrow up to $180 million
in Federally insured notes. It is a pure Federal guarantee, and
does not go against the bonding of the City of Detroit. Detroit
could use that $180 million to lend out, to make commercial and
industrial development take place. And the security for the Toan is
their community development money, so if there's a shortfall in pay-
backs in future years, we can draw on their annual $60 million to make
up the difference.

We think that with these three tools--in combination with the EDA
programs and the U.S. Department of Transportation programs--there are
no reasonable programs that can't take place in urban areas, that won't
take place because of the lack of rederal tools. We have the tools, we
want to help, and we're ready to cut red tape wherever possible. 1In
fact, the UDAG program has almost no regulations, and we want to keep
it that way. You can do anything--we have yet to have the pronosal
made to us that is not fundable under the UDAG program, because we
realize that diversity of cities and the diversity of opportunities pre-
vent a Federal dictation of a model that must be used elsewhere.

The final point I want to make is the fact that the Department of
Transportation is sponsoring this meeting today. The Department of
Transportation is now not just thinking about moving people from one
place to another as quickly as possible, but is looking at what the
total economic and social impact of their programs are. This is at
the heart of the new Federal urban policy. The people now running the
Department of Transportation have been right in the lead of this effort
from the beginning. Therefore I would Tike to thank them for their
efforts and to assure them of our complete cooperation in the future.

Thank you.
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Robert Hall
Assistant Secretary
Economic Development Administration
U.S. Department of Commerce

Thank you. I, too, am delighted and quite excited to be here.

When I joined the EDA, the Economic Development Administration,
it became very clear to me rather quickly that most economic develop-
ment decisions for urban areas were being made in the transportation
and the water and sewer area rather than in the so-called economic
development area. I think that this fact underlies the importance
of the inter-agency coordinating council, and the other joint efforts
that Federal agencies are estabhlishing.

If budgets are the main criteria, the Economic Development Ad-
ministration is not a major agency. Historically it has worked pri-
marily in rural and non-urban areas dealing with areas of economic
distress. EDA has other related functions, other than working with
targeted economic development programs. It runs some cyclical
efforts, and also has a lot of economic adjustment programs, 1ike
trade adjustment, military base closings and so forth.

But, under the Carter Administration, we are moving more into
the urban areas. Some recent Congressional Tegislative amendments
now enable us to do that. There has been a doubling of our budget,
and half of our 1979 budget will be going towards urban renewal.
Comnared to other Federal programs, it is not a lot of money (about
$300 million), but we see it as good seed and catalytic money.

As for the kinds of things we are engaged in, we have a full
array of tools for economic development, starting with planning,
technical assistance and business development loans. Our 1979
budget will be somewhere on the order of $130 million in direct loans,
guaranteed loans, and also public works grants and infrastructure
costs.

As part of the present urban package, we will be administering
the differential tax credit--an additional five percent tax credit for
businesses in designated areas. Also, we'll be participating in the
national development bank.

One point I want to leave with you this morning is that, in re-
viewing our past policies, we have found that EDA may have been inad-
vertantly contributing to center city decay by financing and support-
ing the development of industrial parks on the periphery of urban
areas.
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But we are turning that policy around, and focusing our economic
development assistance in urban areas into the central city to the
extent that it's economically feasible. As part of our re-examina-
tion of how we operate and how we do business, we have started a
pilot demonstration effort in 37 urban areas. W4e call this the
Comprehensive Economic Development Strategy.

Basically, this strategy is intended to improve Tocal-based
economic planning--not only to improve planning, which is not an end,
but in effect to provide a better influence on the decision-making
related to investments. And we are not just talking about EDA invest-
ments, but other Federal agencies, and, ultimately, private sector
investments,

In the short run, within our own agency, we are trying toe
improve our packaging of programs--i.e., business development Tloans,
public works loans, and technical assistance packages. We are trying
to achieve a critical mass with our resources.

As part of this effort, we're asking you local decision-makers
to tell us how you are going to use your Urban Development Action
Grant (UDAG) money. We would also Tike to know your thoughts on the
general direction of EDA, and how environmental or transportation
strategies affect your decision-making process. We would like this
information to make sure that these sorts of strategies and direc-
tions influence the degree to which our agency will go into an area
and the kinds of investments we'll make.

I'd Tike to give one example of the kind of thing we're inter-
ested in and excited about. In the city of Portland, we developed
a year and a half commitment for about $12 million worth of packaged
economic development grants and loans. As part of the package, the
City of Portland had identified some UMTA and other NDepartment of
Transportation investments that they were going to make, and we
said, "Okay, if that piece is going to be there, then we'll go along
with your industrial park." This industrial park was not out in the
boondocks, but in the heart of the city. Also as part of this pack-
age, there will be some parking and other transportation arrangements
so that the jobs we do create in Portland will go to the people that
need them the most.

There is nothing magic about this. It's just common sense.
hat we have to do is get the Federal act together so that we can
allow common sense to work, not only at the Federal level, but the
local level as well.

And I think we will all see, in a couple of years, how we've
begun to break down some of the institutional barriers and some of

the programmatic barriers. The net result will certainly be a
benefit and a gain to our communities across the country.

Thank you.
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Thank you. 1I'd like to echo a lot of the sentiments expressed by
the other panelists, namely, that the Federal Highway Administration as
an agency is also conmitted to the concept of making joint development
work.

In our case, we don't have a Young Amendment type of authorization
within the Federal aid to highways program area. Therefore, we are
forced to look at each joint development proposal on its individual
merits. Working in a cooperative relationship with State and local
agencies we have to determine what portion of any particular action
can be funded through the highway categories and what classes of funds
are more likely to be available in this case.

It has been working, however. Historically, we have close to 500
individual examples of joint development activities using ongoing
highway projects, some of which I was happy to notice were emphasized
and brought out in the displays in the exhibit area.

As far as what we'd like to emphasize in the future, the foremost
.requirement is that local and State public agencies and the appropriate
sector have their act together when coming to us with a proposal for
joint development. It is necessary that we see how the highway
related portion of the project ties into some of the other public and
private funding sources.

While not a hard and fast rule, due to the lack of specific
legislative initiative which we have, the highway portion of the project
is normally limited to what goes on within, above, or below the highway
right-of-way itself.

One thing we're trying to emphasize is the development of auto-
restricted zones, downtown malls, or whatever you want to call them.
Along this 1ine, FHWA and UMTA have jointly administered a demonstration
project which involves 100 percent Federal financing for auto restricted
zones.

At this point,viable projects are proceeding down the mill. There
were a large number of good proposals submitted which were not found to
be candidates for the 100 percent Federal money. We'd Tike to point out
that when other existing UMTA and Federal Highway Administration programs
are considered, there are more than four cities moving along a Federally
financed ARZ projects at this point.
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I would like to mention that we and UMTA would like very much to
receive a number of multi-modal transportation related proposals. We
have found it much easier in recent months to talk to and to work with
UMTA. I think, as has been mentioned several times during the panel,
that the spirit of cooperation has all but eliminated the competition or
i11 - elings between Federal agencies that may have been noticed previously
by the Tocal or State levels.

We consider ourselves part of a team that is put together to help
you solve your problems, and we want to do our part. We'd also like to
emphasize, to the extent the national urban policy (as represented in the
1978 Surface Transportation Assistance Act) is passed by Congress, that we
will 11fi11 our role in solving some of the long-standing,deep-seated
problems in the target cities that have more than their share of urban
problems.

would also Tike to mention that, within this context, you should not
feel restricted in talking about or thinking about proposed joint deve-
Topment projects. While you might consider the types that are exhibited
here : the Marketplace or those in the vicinity of brand new highway
projects, a lot of our program emphasis is designed now to improve the
existing road and street network in ways which utilize the existing
system better. It may be that a joint development project in connection
with one of these activities fits the bill.

The final point I'd Tike to mention is that there are several
different classes of Federal-aid highway dollars that are available.
From the cities' point of view, the city perspective in particular, I'd
1ike to highlight the availability of Federal-Aid-Urban-System (FAUS)
money.

This money is available for either highway or transit projects and
it really is the local prerogative as to what is done with the funding.
The Tocal role in using FAUS funds is far greater than with many of the
other classes of Federal-aid highway funds.

At the same time, it's ironic to me to note that we have very
nearly $1.5 billion worth of FAUS money which is unobligated. So,
it is a source of funding that exists now. It is not subject to any
singular Congressional constraint on how much you can use.

e would Tike to find a way to match up the dollars that are there
with - 2 problems or with the proposed projects which are being deve-
loped t this stage.

In conclusion, I would Tike to say that 1 appreciate your attention

and hope that this information will be of use to you in setting up fu-
ture joint development projects related to streets and highways.
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Ronald Rumbaugh « Executive Vice President, Urban Land Institute
Bowen H. McCoy - President, Morgan Stanley Realty, Inc.
Gillis Pratt, Jr. - Executive Vice President, Galbreath Mortgage Co.

Brian Strum - Viece President, Real Estate Investments, Prudential
Insurance Company of America

Question : What is the best method to present a good joint develop-
ment project to a prospective developer?

Mr. McCoy : Deliver the best package possible that focuses on
issues which will allow the developer to have success
with the commercial financing. The package should
include:

® zoning and permits;

environmental impacts;

prospective tenants;

reasonable tax abatement, if possible;

parking facilities; and,

available transportation.

Question : Why is a developer needed if all of the above processes
have been done?

Mr. McCoy : Usually if a developer is not involved in the picture,
the project is not financed or doesn't get developed.

Question : What issues involving a project are developers concerned
with the most?

Mr. McCoy : Developers are concerned with time delays because they
' are costly. They are also concerned with cash flows,
since they operate on their own budget. Lastly, deve-
lopers need to know when their money is going to be
invested.

Question : What factors are involved with underwriting a joint
development project from an investment or financial
point of view?

Mr. McCoy : e Projecting the possible income of the project is a

major factor because costs usually are much more

easily determined.

Determining exactly what the rental rates will be.

e Determining the stability of the commercial rental
flow.
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e Making agreements between the developer and the
financial institutions on the size and stability of
the project's income.

Question : What can be done to encourage a joint development pro-
ject from both the developer's and the financial insti-
tution's viewpoints?

Mr. McCoy : The best way to get both the developer and the financial
institution interested in a project is to create a
scarcity value by giving the project an apnearance of
meeting a seriously unmet need. Also, you can generate
an air of excitement and novelty about the project.

Question : What is the possibility of obtaining foreign equity
capital for an urban development project?

Mr. McCoy : Foreign sources of equity money are unigue because
the investor usually wants to remain passive--not
bothered with the intricate problems of a joint develop-
ment project. Foreign investors like to be sheltered
by an active and successful developer.

Question : From a financial institution viewpoint, what should one
consider when determining leases in a joint development
project?

Mr. Strum : One should consider the following:

e What the rental price will be?

o !lhat is the financial stability of the
lTessee in terms of paying the rent?

e UWhat is the future of the project?

Question : What factors should be considered when determining the
price of rent for the develooment?

Mr. Strum : e The public sector has to determine whether it wants
to charge the same rates it would receive under normal
development conditions. This includes the real estate
taxes that normally would be assessed and whether the
city wants to consider itself a developer and make a
profit on the project.

o The public sector has to determine whether the rent
would be based on a percentage factor, which would
generate an amount equal to the real estate taxes
otherwise generated by a similar piece of property.

e The public sector that wants increased rents should
not think in terms of net profits, but in terms of a
percentage of the gross amount of money.
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e A financial institution looking at a lease has to
consider the effects of the rent on the income flow
from the project. Also they must consider whether
or not a lease is subordinated. This means that the
financial institution can view the initial project
as subject to its mortgage. The financial institu-
tion can project that it will always have the entire
project; therefore, it does not have to pay rent if
it inherits the project or if there is a foreclosure.

What happens if a financial institution wanted to fore-
close on a city or public body?

Politically it would never do this and it is question-
able whether such a foreclosure could be enforced.

How can you avoid the problem of foreclosing on a city?

e Allow foreclosure only against the lease hold itself.
This means that even though the land is subordinated,
the mortgages do not have to kick the city out and,
thus, do not have to take the risk of bad publicity.

e Build into the agreement an option to buy the land
from the city at the time of foreclosure.

e Make sure the lease is not subordinated, but look at
the minimum rent needed, deduct this from the income
flow, and measure the projects financing capabilities
by the income flow. As a conseguence, when the lease
hold is foreclosed, the minimum rent continues to be
paid.

Does a financial institution have any other options to
prevent foreclosure on a public body?

There is a fourth option, which is a middle of the road
type, that you can call an economic subordination. This
means that the lease provides that no rent is payable
until the mortgage payment is made; therefore, if there
is not enough cash in the project to pay the mortgage,
then the rent will not be paid.

What happens upon foreclosure in the above situation?

The mortgagee does not have to pay any rent until the
debt service due on the pre-existing mortgage has been
earned. Rent payment can be looked upon as sort of a
second Toan. The city remains entitled to the land so
it is not Tegally subordinated to the loan on the
mortgage.
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How does a municipality or a developer guarantee that
there will always be vital management of a particular
project in a lease?

e You cannot guarantee anything; however, one can get
a percentage rent from a retail establishment.
There are books written about what each type of
retail establishment can afford to pay as a percen-
tage of the gross sales. The percentage can vary

- from 15% up to 60% of the gross sales as rent.

e The person in charge of the retail component of your
project has to have knowledge of what percentage of
the gross sales a retail store can afford. If he
pushed too much, he will force a higher turnover
situation.

If a developer or municipality presented a financial
institution with a project that is already leased with
a rental percentage, what things would the financial
institution look for?

The financial institutions take a careful look at the
type of retail stores and the percentage of the gross
sales which have been allocated for rents. On paper
the retail establishments may produce tremendous
streams of incomes, but if the financial institution
is not convinced that the retail store can produce the
sales, they know that the lease will fail.

Many people feel that you get a 1ot through leases.
For example, if you have a 25-year lease or a 30 year
lease, you are guaranteed rent for 25 or 30 years. Is
this true?

No. Take, for example, the bankruptcy of Grants Depart-
ment Stores. The courts held that even on a 25 year
lease, the Tongest Grants had to pay rent was three
years.

There are exceptions, though. For example, many of the
Grant Stores which went bankrunt were taken over by
K-Mart. Let's say that K-Mart boarded up one third of
a store. This store may generate much higher sales per
square feet on the remaining space than the original
Grants. Thus, K-Mart would end up paying a higher

rent on a gross sales percentage than Grants.

Are there any formulas used today which require a per-

centage of a project's space to be pre-leased before
financing can be approved?
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Financing institutions do not finance what builders build.
Builders build whatever a financing institution will fi-
nance. If all financing institutions are Toaning money,

then the required amount of preleased space will be

around zero. On the other hand, if you are in 1975 and

just went through a recession, then the required amount

of preleased space will be around 102 percent. Right now, in
1978, the amount of required pre-leasing is around 50 percent.

Generally, for apartment projects, there are no pre-
leasing requirements. Finance institutions put in a
commitment provision that states if the project is not
Teased when it is funded, 20 percent of the loan

is taken away and they fund what is called the

floor amount.

If you are talking about an office building develooment,

most financial institutions want to see at least 30 to 40 per-
cent rented office space--not just Tetters of.dntent, but a
key lease subject to completion from a major tenant.

If you are talking about a doctor's office building, then
financial institutions are Tlooking for a percentage of

leased space higher than 5C percent; however, in many doctor's
office complexes, the doctors are involved as equity
partners. VWhen you get into financing industrial projects,
most of them are not spmeculative, especially in the ware-
house area. Generally, the financial institutions are
Tooking for key leases which provide enough income to

service the debt.

Do financial institutions make any exceptions to these
pre-leasing agreements?

Yes, for example, late in 1975, a totally empty (no pre-
leases) office building was financed. It was in Rosslyn,
on top of a new subway site. The point is that each
financial package is customized and financing in a great
part depends on location.

One important point in this situation is that many times
the major 1ife insurance companies that make loans on
commercial projects have what they refer to as an esca-
lating clause in the financial paper. In essence, it
means that if the project gets into trouble, the Tender
will not hold the developer legally responsible for any
deficiences in the event of a foreclosure; therefore, the
large lending institutions are looking for the financial
risk to be minimized with either super locations or by
contractual obligations from tenants that have the ability
to remain in business over the term of the mortgage.
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What is the best position for a large corporation to take
when considering occupying a large amount of new office
space--that of a tenant, a developer, a land owner, etc.?

They can be a tenant only and could work directly with a
developer. The large corporation can drive a terrific
bargin because they are the anchor tenant and are res-
ponsible for making the building possible. The large
corporation gets the needed space delivered at the cost
specified in the lease. If cost overruns occur, theore-
tically, the developer is responsible to make up the
difference. In this case, the developer can charge
higher rentals on the additional speculative space re-
maining.

On the other hand, the large corporation can buy the Tand
and ground-lease the land to themselves. This involves

a lot of complex areas--financial accounting standard
boards, whether the mortgage on the office building is
corporate debt or not and numerous other problems. Many
corporations used to be able to finance office buildings
and get the benefits of ownershin while not having this
impact on their financial statements or their corporate
debt capacity; however, it is increasingly more diffi-
cult to do so.

Who advises a large corporation on whether they should
be the tenant or the developer?

Financial institutions spend a large amount of time
advising corporations on which role to play and how that
role will have an impact on their financial statements
and their borrowing capacity. The answers require a very
sophisticated balancing of corporate financial impli-
cations and their desire to have equity in the project.
Also, there can be a terrific interplay between a corpo-
ration and a developer on all of these points.

Are there any good reasons why a tenant would want to
put equity into a project?

The Tlarge tenant is usually an institution which
wants to protect the continuity and the quality of

the building management. They have more control over

this issue if they own part of the property than they
would as a tenant trying to enforce clauses in a leaSe

which often are based in favor of the landlord.
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For the past 10 years, financing institutions, major
1Tife insurance companies, and others have taken equity
positions in large development deals, both urban down-
town development as well as suburban development.
Financing institutions recognize that equity ownership
of real estate is a good investment and that developing
a project is as good a vehicle, if not better, than
buying existing properties.

What should potential equity holders Took for before
investing money in a project?

The competition should be carefully examined; for
example, what rents are being paid in the community?
What are the future projects being planned for develop-
ment? What is their location relative to the subject
property? And, is the rent that will be charged on the
remaining space left going to pay expenses and give a
satisfactory return on the equity? The major debt
service, even in an over-built market, is carried by the
major tenant.

[t is conceivable to say that the equity owners of a
project would rather have the building occupied if they
went below the market, if the lender agrees, to get
tenants into the building so that the surplus of space
will be occupied in two to three years. This would
cause the tenants to eventually end up with a lease
based on the on-going market prices.

Many redevelopment areas are located in places that do
not have records in terms of economic activity. Is it
true that no one wants to be a pioneer in this situation?

If you have to turn an entire community around to make a
particular site work, the community takes the Tead in
the project in order to eliminate as much of the finan-
cial risk as possible. Many times these projects can be
a catalyst for further development.

Why is it felt that urban pioneers do not make money in
real estate?

The ideal location is not there, the people or pedestrian

traffic. In addition, the costs price you out of the
market.
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Section 4: Issue Papers
This section includes nine issue papers prepared prior to the
Joint Development Marketplace. The issues covered include:

e "Joint Development in Connection with Public Transportation
Projects in Urban Areas."

e '"Transit and Urban Economic Development."

e '"Appropriate Public Actions in Support of Joint Development in
Different Market Situations."

e '"Transit Corridor Development Corporations and Interim Control
Measures."

e "Social and Economic Opportunities in Joint Development."

e "Minority Business Participation in Transportation System Joint
Development Projects."

e '"Urban Development and Urban Conservation: Conflict and
Accommodation."

e '"Urban and Architectural Design Problems of Joint Development
Projects."

e "Joint Development Potential of Intercity Rail Stations: An
overview of the Northeast Corridor Improvement Project.”
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JOINT DEVELOPMENT IM CONNECTION
WITH PUBLIC TRANSPORTATION
PROJECTS IN URBAN AREAS

Ross Burkhardt
William B. Hurd
PubTic Technology, Inc.
and
Woodrow L. Moore
Dade County Office of
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Prepared as a background paper for the
JOINT DEVELOPMENT MARKETPLACE
June 25-27, 1978

The views expressed in this paper are those of the author and do not
necessarily reflect the views of the Urban Mass Transportation Admini-

stration, the Urban Consortium, the Urban Land Institute, or Public
Technology, Inc.
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INTRODUCTION

Over the past several years there has been a growing awareness of
the need to coordinate public transi investments and private invest-
ments in land development as part of urban economic growth and revi-
talization strategies. In March 1978, President Carter gave renewed
support to this effort in his Urban 1itiatives Program, a commitment
by the Federal government to help in the revitalization of urban
America. A major part of the transportation element of the President's
program includes the stimulation of ransportation joint development
projects.

“Joint development, as the term is used here, refers to a product:
A land development that is related functionally and physically to a
pubTic transportation facility. 1/

The transportation facility is often a fixed guideway transit
system or a limited-access highway. It may also be a high-volume bus
terminal, a pedestrian mall or transitway, a commuter railroad station,
an airport, or a waterport.

The related development may include a wide variety of public and
private uses, both on land that is made availat 3 for redevelopment
and on land that is vacant or is being used for agricultural or other
lTow density uses. Thus, some public officials supportive of joint
development may seek center city revitalization while others desire to
strengthen the economic base of suburban political subdivisions. The
same diversity of interest may be found in potential private investors
in joint development projects.

BACKGROUND
Local, State, and Mational governments, as a matter of public

policy determined by elected representatives, are committed to major
investments in transportation facilities. These investments are being

1/ The term joint development is qualified in this definition in order
to keep the discussion which follows within the scope of the Joint
Development Marketplace, which is concerred with land development in
connection with public transportation prc 2cts. It should also be
observed that joint development is not synonymous with public-private
cooperation. Since land development is usually a private sector re-
sponsibility and transportation the responsibil ty of the public
sector, the successful implementation of »>int developments usually
requires public-private cooperation. But, this does not always have
to be the case. Grand Central Terminal was a joint development in
which the privately-owned railroad owned both the transportation
facility and the related land development. As a practical matter
today, however, the transportation facility wil be publicly-owned,
and the joint development process will usually involve public-private
cooperation.
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made to achieve a wide spectrum of public purposes: individual mobility,
economic development, urban revitalization, conservation of natural
resources, and environmentally sound patterns of land use.

While the concept of coordinating transportation with land develop-
ment is of ancient origin, the term joint development appe s to have
gained use in relation to highway projects during the 195C .,with consi-
derable research on the subject being funded by the Federal Highway
Administration. Less well-knowr is the attention given to the subject by
aviation planners. In fact, some of the most successful joint develop-
ments have been built around airports. This has occurred in part because
the Federal Aviation Administration has encouraged the multiple use of
airport facilities in order to attain greater economic returns from air-
port investments.

The renewed public interest in public mass transportation has been
accompanied by an increasing interest in transit-related joint develop-
ment. This interest is discussed in greater detail below.

THE MAJOR ACTORS IDENTIFIED

This paper focuses on the major issues related to the implementation”
of joint development projects in connection with mass transit systems.

The participants in planning, designing, and implementing these
joint development projects can be placed into four general categories:

Transit agencies.

Private developers.

State and local governments.
Federal government.

Transit Agencies

In all of the major urban areas, mass transportation services are
a public responsibility. Transit agencies must be responsive to public
purposes and goals. They depend upon special taxes or appropriations for
funds for capital investment and a substantial pronortion of their ope-
rating costs. They must obtain, and hold, not only the support of their
riders, but also the support of political leaders, the public at large,
and various special interests who may hold differing views. This
broader public accountability places constraints on the actions taken
by public transit agencies not generally experienced by private operators.

Within this context, it is apparent why some transit agencies may
not be eager to become engaged in joint development. Joint development is
another objective to contend with. It places a drain on limited staff
resources, leads to construction and operational delays, and creates
unfamiliar administrative and technical problems. Public support for
joint development may not be widespread, and important segments of the
public may be actively hostile toward a specific plan.
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There are, however, clear enefits which a transit agency can rea~
1ize from joint development. These include:

“e A built-in source of transit patronage.
"o More adequate amenities at and around stations.
e Tmproved intermodal connections.

] ared capital improvement costs.

o Income from land sales and leases, as well as increased
revenues from taxes,dedicated to the construction and
maintenance of the transit system. Joint Development
also helps fare box revenues because it assures that
ridership will be within easy access, and may,in fact,
result in an increase in ridershipn. However, it should
be remembered that all these financial benefits may not
be enormous.

These benefits are substantial and should be given greater attention
than they currently receive. Under private ownershin, they ranked high
in the minds of transit operators. The construction of many of the pri-
vate transit systems in the United States was promoted by companies
which were also in the Tand development business. Trolley lines in
cities such as Los Angeles were built by entrepreneurs who intended to
develon large tracts of land along transit corridors.

Issues

Transit authorities must work within difficult political and
economic constraints. They mu¢ contend with legal constraints that are
not conducive to joint development. They must work with planning and
forecasting tools that are inadequate for forecasting the conditions
under which successful joint development is assured.

Nevertheless, it appears likely that in the future, transit agencies
will play a more active and positive role in joint development. In
doing so, they must address these issues:

e Greater attention must be given to joint development potentials
in station Tocation and route alignment decisions. This may be
the most crucial aspect of any attempt to encourage joint deve-
Topment. One possible solution to this problem may be to place
the control of the transit planning process within agencies and
governing bodies having wider urban planning and economic deve-
Topment experience and objectives. Another solution could
involve the inclusion of incentives that encourage active pro-
motion of joint development in the transit planning and funding
processes (as has been the case in Detrc t).

66



Issue Paper; Hurd, Burkhardt
& Moore

e Transit agency staffs are generally unfamiliar with real estate
development issues and problems. Greater attention should be
paid to the development of staffs who can actively market and
dispose of property.

e Transit design and construction techniques emphasize engineering
and operating considerations. Parallel emphasis should be placed
on methods and materials which make it easier to adapt transit
facilities to unanticipated Tong term joint development poten-
tials.

Private Developers

The nrivate real estate developer is the crucial participant in the
joint development process, yet developer participation, especially in
relation to the develonment of transit systems, has been difficult to
obtain. Generally, the real estate community in the United States has
been sTow to acknowledge that important benefits can accrue from
participation in joint development projects. These include:

. Improved market potential as the result of increased accessibi-
Tity, especially at high~volume stations.

o Creation of additional development sites--especially where air
rights over transit-related facilities are made available for
development.

“ o Improved internal circulation and other area-wide amenities
which increase the competitive advantage of a project.

Issues

While it is possible to make a Tong Tist of issues which may arise
in connection with a joint development project, a few key concerns are
of particular importance to potential private developers. Public agencies
must meet each of these concerns if they are to be successful in inducing
private participation in the joint development project.

e The private developer must be satisfied that he or she will re-
ceive a reasonable rate of return--a return commensurate with
the risks he or she assumes.

® Time is a critical factor in financial planning, Taying out the
work, meeting third-party commitments, and determining risk.
It pervades all other considerations. The nossibility of delays
in effecting public actions, meeting Tegal challenges, and se-
curing required concurrences under the development contract is
a major deterrent to private participation in a joint develop-
ment project.
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e The consistently successful private developer is not a speculator.
While some financial risks are ineyitable, and must be reflected
in the expected rate of return, the private developer is not
interested in the projects which involve substantial risks against
which it cannot protect itself. Joint development projects pre-
sent two specific areas of risk which must be addressed by the
resnonsible public agencies:

1. High front-end costs associated with the planning and nego-
tiation of potential developments are st to unsuccessful
candidates and are not recovered for a substantial period of
time by successful candidates.

2. Uncertainty that critical public commitments to the project
will be fulfilled in the event of changes in political Tead-
ership or public nolicies and ot 2ctives.

a. The private developer must Took to the nrotection afforded
by a legally-enforceable contractual obligdation, which
provides indemnification for losses suffered through non-
performance by a public agency participant in the project.
Similarly, private developers must accept the fact that
the public agency must also protect itself against non-
performance by a developer.

b. On the other hand, contractual commitments must not be so
rigid that changes cannot be made to reflect external
circumstances which may arise during the development
period and which jeopardize attainment of project objec-
tives or give rise to substantial risks which the parties
to the agreement could not reasonably foresee or nrotect
themselyes against.

e The private develoner generally prefers that a responsible public
official will be designated as a single point of contact in the
execution of the development contract. The develoner cannot be
expected to assume the burden of coordinat 19 public agency
actions or the resolution of disagreements among such agencies
which may arise during the development period.

State and Local Governments

State and local governments can benefit in many ways from joint
development projects. Some of these benefits,such as revenues from sale
or lease of land,have been covere in the discussion of transit agency
involvement. There are others which may, in fact, be substantial. They
include:

- o Increased Tax Revenues. However, it should be recognized that
development which occurs -ound a transit station may be the
result of regional shifts and not the rest t of a net increase
in regional growth.
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Nuality Design and Urban Environment. One of the primary objec-
tives of joint development is to encourage high-quality develop-
ment at and around stations. However, the achievement of this
objective will only be assured through the development of rea-
sonable desian controls.

Increased Opportunity. Joint development projects provide in-
creased employment, shopping,and residential opportunities.

Reduced Public Costs. Joint davelopment projects will often lead
to greater mixtures of comnlementary uses and increased density
thereby reducing the relative costs of sunportive public capital
investments.

Issues

State and local public agencies involved in major transportation

investments in urban areas also have key concerns which must be satis-
fied before they embark upon a joint develonment project. These concerns
may bear a sunerficial resemblance to the key concerns of private deve~
lopers-~but the issues are essentially different, as indicated below:

The risk which the public agencyv assumes in joint development is
different from that of a private developer. The Tlatter is con-

cerned only with financial risk. The public agency is also con-
cerned with financial risks, but the basic risk is political: an
unpleasant legislative investigation, the loss of public support
for this and future nrojects, the loss of an election.

If market conditions change,then the role of the public sector
will change. In strong market situations,assistance may be
necessary to assemble land (raising legal questions as to the
powers of eminent domain) but many design and development ob-
jectives can be achieved through aoplication of regulatory
powers. Marginal and weak market situations raise the need for
wider uses of public powers and assistance.

The rate of return reauired by a private investor before it will
participate in joint development reauiring nublic assistance may
be perceived as excessive, or even as a windfall. Such a res-
ponse often raises accusations that public officials and the
public generally do not fully aboreciate private sector needs

in terms of profits. This issue raises sensitive questions
about rates of return and public sharing in project profits for
which no set standards should be established.

Public policy and objectives may, in fact, change during the-

course of project development. Where private investment is
involved ,these changes in policy can have enormous financial
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implications and will raise the questions of who should be res-
nonsible for covering the costs if rojects already begun are
suddenly terminated.

e The public agency not only bears responsibility for recruiting
private participation, | t also re: onsibility for selecting a
reliable private develo] r. In doing so it must take into
account State and local laws which require onen competition,
requirements of Federal and State agencies that are providing
funds and are themselves bound within a framework of laws and
requlations, demands of Tegislators and citizens for detailed
information about the project and the prospective developers,
requirements for public hearings, Sunshine laws, and other
constraints over which the Tocal nublic agency has Tittle or no
control.

e The nublic agency may find it legally impossible to enter into a
development contract which has the effect of abrogating Tegisla-
tive authority to raise and appropnriate nublic funds or the sta-
tutory powers of public officials.

e Community preservation and environmental concerns will continue
to be an important consideration in the public response to joint
develoopment. The maintenance of effective citizen participation
will also be an important consideration. Developing successful
mechanisms for balancing these concerns with economic arowth and
other public objectives will greatly affect the prospects for
joint development.

The Federal Government

Except for limited public works assistance during the Depression of
the 1930's, Federal aid in the construction of urban mass transportation
facilities did not become available until 1964. As the Federal invest-
ment has grown, there has arisen a complementary interest in joint deve-
lopment.

The benefits of joint development at the Federal Tevel may appear
on the surface to be less tangible than those derived by the other par-
ticipants. In fact, they are quite substantial:

e Joint development can actively support other Federal policies,
including:

1. Urban revitalization, an objective which has been reiterated
recently in the President's urban pc icy statement.

2. Energy conservation, by reducing the long term use of pri-

vate automobiles and promoting maximum utilization of transit
facilities.
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3. Environmental protection, through better spatial and physical
relationships.

4. Economic opportunity, by increasing the mobility of socially
and economically disadvantaged people.

e As indicated above, joint develooment can be a source of direct
revenues to local governments and transit agencies. It can also
indirectly benefit transit revenues by increasing notential rider-
ship. Thus,bv encouraging joint development activity at the local
level, the Federal government can help to improve the financial
condition of transit agencies and Tocal governments.

Evolution of UMTA's Interest in Joint Development

The Federal government's interest in joint development first appeared
in the early days of the urban mass transportation program--then Todged
in the Housing and Home Finance Agency and (in 1966) in its successor, the
Department of Housing and Urban Development--when local public agency
applicants were asked to describe the relationship between a proposed
project and other Federally assisted programs such as urban renewal, and
community development activities generally. Projects for which a positive
relationship could be shown were given preference in the allocation of
Federal funds. One of the first five capital assistance projects under
the 1964 Act provided Federal assistance in the construction of the tran-
sit-related features of the Nicollet Mall in Minneapolis. Additional
Federal funds, for street furniture, were provided by the Housing and Home
Finance Agency under its urban beautification program.

The transfer of the Federal urban mass transportation program to
the newly established Department of Transportation in 1968 severed the
urban mass transportation-urban development connection. Under the
Reorganization Plan, some Section 9 planning funds were left with the
Department of Housing and Urban Development to assist regional planning
agencies in planning for urban development related to public transpor-
tation investment. By 1973, most of these planning funds had been spent,
and the balance was transferred to the Urban Mass Transportation Admini-
stration (UMTA). This transfer coincided with approval of joint develop-
ment planning as part of a nlanning grant made to Atlanta for its rapid
transit system.

The planning done in Atlanta brought to the fore the need for
greater flexibility in the use of canital assistance funds available
under Sections 3 and 5 of the Urban Mass Transportation Act of 1964.

In 1974, the Congress, responding to concerns advanced in behalf of the
Atlanta urban area, adopted the Younq Amendment in the 1974 Act.
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Congressman Young's amendment changed Section 3(a) of the Act signi-
ficantly :

1. It added a new authorization for the Secretary of Transportation
to make grants and loans to public bodies to assist in financing
the establishment and organization of public or quasi-public
transit corridor development corporations or entities.

2. It amended the definition of eliaible facilities and equipment,
which originally read:

Eligible facilities and eauipment may include Tand (but
not public hiahways), buses and other rolling stock, and
other real and personal property needed for an efficient
and coordinated transportation system.

to read:

Eliaible facilities and eauipment may include personal
nroperty including buses and other rolling stock and
real pronerty including land (but not public highways),
within the entire zone affected bv the construction

and operation of transit improvements, including station
sites, needed for anv efficient and coordinated mass
transportation system which is compatible with socially,
economically, and environmentally sound patterns of land
use.

Some UMTA Related Issues

The Young Amendment renresented a major change in UMTA's purposes
which could have far reaching impact. Administrative quidelines have
not yet been prepared to imnlement the Young Amendment. The Urban Mass
Transportation Administrator, at a conference on Joint Development and
Value Capture on Sentember 23, 1976 said:

UMTA has intentionally not yet issued regulations under

the Young Amendment. I'm not sure that we could artfully
write such regulations in a way that would not constrain
opportunities that might be available. It has been my
instinct, instead, to let transit authorities and developers
come to us with proposals: I would hope that, over time, we
could distill what might become the guidance and requlations
for this program out of practical experience rather than the
other way around.

Since that conference a number of cities have been preparing appli-
cations for UMTA consideration. One city, Baltimore, has a project
partially throuch the application process, but has not received formal
project approval.
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Local transit and government representatives have generally applauded

UMTA for not issuing restrictive regulations, and they support the idea

of funding a broad range of demonstrations leading up to the preparation
of regulations. On the other hand, many have found UMTA's joint develop-
ment program too open-ended and ambiguous. WYith one or two exceptions,
these local representatives have sought some form of guidance, particu-
larly on the nature of eligible applicants, eligible facilities, the use
of project income, and total budget constraints.

UMTA's response has been to informally establish some project cri-
teria. It has indicated a willingness to fund projects physically or
functionally related to a transit station facility. Eligible costs
might include but are not necessarily limited to:

o Access links, including pedestrian walkways, parking facilities,
and direct entrances to private structures from stations.

e Foundations which are adequate for the support of nrivate
structures over stations and rights-of-way.

e Open space, plazas, malls, and other amenities.
e Land acquisition and cost writedown.

e Site clearance and preparation, including the provision and
relocation of utilities.

These indicate that UMTA is leaning toward reasonably broad defi-
nitions of project eligibility. The principal exclusion which seems
generally agreed upon is that of equity financing for construction of
space for sale or rent.

This attempt at clarifying the Young Amendment has been pnaralleled
by an administration proposal to make the legislation more specific.
The Conaress has been asked to consider--and has not vet acted upon--a
proposal which would amplify the Young Amendment by authorizing the
Secretary of Transportation to make grants and loans to assist States
and local onublic bodies in financina, among other things:

Section 102(a)(1)(D) The cost incurred in connection with
projects for the acquisition of land and the preparation of
such land for urban development purposes to enhance the
effectiveness of any mass transportation project approved
under this Act, and which are physically and functionally
related to such mass transportation projects. Such assistance
can include but is not limited to the cost of demolition, site
preparation, utilities, building foundations, walkways, and
open snace but cannot include the cost of construction of
commercial revenue-nroducinag facilities, whether publicly or
privately owned, or those portions of public facilities not
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related to public transportation. Such grants or loans shall

be subject of the terms, conditions, requirements and provi-
sions (similar insofar as may be appropriate to those applica-
ble to grants and Toans under this Section and Section 5 of this
Act), as the Secretary (of Transportation) may determine to be
necessary or appropriate for the purposes of this Section,
including requirements for the disposition of the net increase
in value of such Tand resulting from the project assisted under
this Section . . . . In administering this subparagraph, the
Secretary shall confer with the Secretary of Housing and Urban
Development and the Secretary of Commerce concerning community
develonment activities and plans for urban area development which
may be benefitted bv the program assisted under this subpara-
graph (S. 2441 as reported).

But other issues still remain to be answered:

Funding Levels. So far no funds have been specifically set
aside for joint development. The question remains--where does
this come from? Transit representatives may be expected to
oppose joint development funding if it materially reduces the
funds available for capital improvements directly related to
transit systems.

Funds for joint development have been proposed in the
President's Urban Initiatives Program. UWhen this program was
announced the administration had already submitted its trans-
portation legislation to Congress. Thus,the Secretary of
Transportation submitted a letter reauestina that the proposed
legislation be amended to include an additional authorization
of $200 million a year for fiscal year 1977-1982 to the

amounts already proposed for Section 3 discretionary grant
program. This letter also asked that authorizing language be
included for improved coordination between public transportation
and other forms of transportation, including intermodal termi-
nals, and repeated the request for modifying the joint develop-
ment language (excerpted above).

The Senate and House have responded differently to the
Administration's requests. The Senate Banking Committee has
included the pronosed joint development and intermodal facili-
ties language into subsections D and E of Section 3 of the UMTA
legislation. It has also included a provision in the budget
authorization for Section 3 which says "not more than 200
million dollars of sums apnropriated for each fiscal year"
1979-82 shall be available for grants and loans under sub-
sections D and E. The House Public Works Committee kept the
existing joint develonment language and has added provisions
for $50 million a year for intermodal terminals and another $50
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million a year for joint developments. This would be in addi-
tion to the projects that could be funded under the $1.8 billion
which would also be authorized for Saction 3.

e Project Income. There is a major question over who gets back
any project income. Section 4(a) of the 1964 Act provides

that the Federal government shall pay 80 percent of net project cost.

Since 1964 this has been held to mean that any gains from the
lease and sale of property and any other revenues that serve

to reduce the local share (20 percent) of net project costs must be
shared pronortionately with the Federal government.

While many have arqgued that this issue could be resolved
administratively under the existing terms of the Young Amend-
ment, it has also been addressed directly in the pending
legislation quoted above. This would allow the Secretary of
Transnortation to modify the pay-back reauirement when money
is derived from Tand sales, rents, and tax increments.

e Minority Participation. The Urban Mass Transportation Admini-
stration has recently strengthened its regulations for minority
business participation in projects funded through its programs.
This is an important part of overall efforts to use Federal
financial resources and powers to promote greater social jus-
tice. There is an opportunity for minorityv participation in
the planning, design, construction management, and utilization
of joint development nrojects. Greater attention must be given
to encouraging the different actors to participate creatively
in realizing this opportunity.

e Federal Agency Coordination. A major procedural question appears
to be that of how to secure the active cooperation of other
Federal agencies--particularly HUD and EDA--in joint development
nroject financing. Can application procedures and grant manage-
ment be simplified and coordinated for projects which are joint-
ly funded at the Federal level?

COMCLUSIONS

The concerns and issues identified in this paper are common to
many, if not all, transit-related joint development projects.

However, the mechanisms by which these concerns can be met will
vary according to local circumstances. Nor is the Tist complete.
These are the major common concerns. Other concerns will come up
in connection with specific project proposals, and these must

also be resolved in the 1ight of local circumstances.

Thus, it is difficult for Federal and State agencies that pro-
vide financial assistance to local public agencies to prepare general
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policies and rules that will fit the needs of particular projects.

The need now is for those who are interested in joint development,
at all levels of govermment and in the private sector, to understand
the basic issues and to appreciate the un :rlying concerns of the various
project participants. This should permit joint development efforts to
move ahead on the basis of individually negotiated agreements among the
public participants and between local agencies and private developers.
The experience gained through this process can provide a sound basis
for the later development of Federal and State policies and regulations
which take into account the legitimate concerns of all the participants.
Finally, in the interim neriod, some means should be devised for con-
tinuing the interchange of ideas and experiences among participants.
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INTRODUCTION

How Cities Could !lse Transit As
A Development Tool; Yhy Theyl/
Don't; What To Do About It

Unfortunately, this paper must begin on a discordant note. I find
the connection between transit and urban economic development much
looser than many of us would like. By urban economic development I
refer to the planned investment of nublic resources to attract private
resources and attendant jobs, income and tax revenues for local
communities. Explicit reliance on "leveraging" private investment is
what distinguishes economic development from many traditional govern-
ment programs and public works nrojects that affect local economies.

The idea that transit can be used as an important Tever to in-
fluence private investment decisions was pioneered in several larae
scale real estate nrojects in the early deacdes of this century, 2/
and has received growing attention in professional nlanning circTes,
particuiarly during the past decade. Yet few aspects of today's tran-
sit in this country are more disapnointina, if findings of BART's
impact study are any indication. Except for a possible influence on
downtown San Francisco and Oakland, BART "has had few detectable
effects on urban develonment patterns, and its effects on traffic
congestion are similarly undetectable.' 3/

Many "exogenous" factors may help explain these failures (e.q.
Tocal economic conditions). But a major reason is that advanced
planning to relate transit and urban economic development is either
too abstract or altogether non-existent. .As a result, early deci-
sions about transit often overlook development opportunities or the
specific means for exploiting these potentials effectively.

"DETAILS" MAKE THE DIFFERENCE

For certain development opportunities to be available at all,
decisions as to route alignment, station location and placement of
access points to adjacent properties are critical. For exampnle, a
variation of only one block in transit access to a developable down-
town site can make or break a major project proposal, and consequently
affect all related land use decisions that would otherwise "fall into
Tine" thereafter. Moreover, deliberate initiatives may be required by
responsible public agencies to exploit develonment potentials effective-
lv. The Gallerv at Market Street East in Philadelphia is an excellent
illustration of both points. Likewise, individuals or small citizen
grouns not visible at the regional planning scale may have more in-
fluence on private investment than the most attractive station area.
This 1is particularly true where local communities oppose new develop-
ment (and may secure downzoning of a station area to accomplish their
objectives).
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At certain locations and times, these "details" make the difference
in joint development. Moreover, recourse to government incentives for
business investment may be reauired to accomnlish certain public objec-
tives, particularly in weak market conditions.” Securing commitments from
business and government for a key development project are not things to
be oredicted, but must be obtained through deliberate effort. Public
agencies, as well as the private sector, may have to work very hard to
make things happen as desired. At this "micro" level, where most invest-
ment decisions are made, there is Tittle inevitable about the business
of urban development.

MULTIPLE BENEFITS

Joint development, the focus for this paner, refers to the multiple
use of transport corridors and station areas or real estate projects
and transit facilities. From an economic standpoint, the combined bene-
fits from such complementary capital improvements can be greater than
were they accomplished separately. From an organizational standpoint,
since transportation is generally a government responsibility and Tand
development primarily a private function, joint development often
requires close coordination (and in some cases a "partnership") between
both sectors. For business, the result can be an imoroved return on
investment and enhanced oroverty values, stemming from skillful inte-
gration of the transport improvement and adjacent land uses. Combining
multiple uses and facilities into a single project is already familiar
to practitioners in the real estate field. In mixed use develooment, for
example, developers deliberately plan and manage a mutually supporting
mix of uses and activities so that economic "spillovers" reinforce each
other on the same site.

Joint development may also be a means to achieve multiple public objectives,
from increasing transit ridership to encouraging private investment 1in
blighted areas and strengthening center city economies. Another advan-
tace to government, often overlooked in the emphasis on traditional reve-
nue sources for transit (e.g. the farebox an Tocal general funds), is to
gain access to new sources of funds. These innovative techniques include:
tax increment financing, special benefit or a dedicated property tax on
station areas, lease or sale of air rights already acquired in the course
of transit construction, and incentive zoning and similar controls which
shift some share of the financial burden for transit from public to pri-
vate sectors (e.g. developer provision of pedestrian connections to a
statjon stop as a condition for zoning approval).

Many of these innovative financing techniques are legally feasible
and practicable for transit applications. As such, - ey represent an
untapped source of transit revenues that most localities have been slow
to investigate. A common denominator is their reliance for transit
financing potentials on private investment in land around transit facili-
ties or station areas. Most innovative techniques, in fact, require
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development of new revenue-producing land uses (e.g. offices, shops,
housing hotels) for financing potentials to be realized--hence joint
development.

As to financing notentials, recent analysis indicates that a combi-
nation of innovative financing techniques could defray perhaps 5 to 15
percent of the capital costs associated with certain fixed guideway
facilities. These facilities might inciude a 1ight rail 1ine con-
structed in a central city, or a small area system such as a
DPM (downtown people mover). This suggests the important contributory
role of joint development and innovative financing techniques, as such
revenues pay a material part of the local share of Federally oriented
transit improvements. 4/

PRACTICAL IMPLICATIONS

In the United States and most other countries, major transit
improvements are public investments paid for with the taxpayer's money.
Yet, these investments can have significant impacts on urban development,
affecting the location, scale, physical configuration and economic
success of new and existing real estate projects. If the public autho-
rities who plan and build these systems are to take such impacts into
account, joint development issues need to be addressed at each stage of
transit planning and implementation.

Given this objective, what are the practical implications that
arise? First and foremost, this new concern for urban economic develop-
ment will require collaboration and cooperation of individuals and or-
ganizations--local government, transit authorities, renewal or economic
develomment entities, nrivate developers, business groups--on a scale
seldom encountered before. This means devising a transit planning pro-
cess which begins to identify development opportunities and constraints
at an early stage, before route alignment and station location decisions
have been determined. It also calls for involving key private sector
decision-makers (including real estate interests and major lending
institutions) at an early point, in addition to local government offi-
cials, the residents of major neighborhoods affected, and so forth.

A second practical implication is the expanded view of costs and
benefits that many leaders in business and government have sought in
recent years. Looked at with this expanded view, the least-cost solu-
tion from a transportation perspective may be very expensive from the
standpoint of a community's economy.

A third implication is that,if transit is to contribute to other
objectives such as urban economic development, these benefits must be
better measured and credited against the additional costs. What is
important is that long-range benefits of development (e.g. Tocal jobs
and tax revenues) be considered together with the costs (e.g. provision
for knock-out panels and reinforcement of station footings and founda-
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tions for subsequent air rights development). Likewise, the feasibility
of new development needs to be evaluated from a private investment per-
spective (i.e. will the proposed project pay for itself, or will it re-
quire some tvpe of subsidy or local public support?). Moreover, for
certain projects, the concept of “self sunport” relevant to Tocal
government may be much broader than for private investors. For instance,
a new convention center that generates more local jobs, retail sales

and hotel patronage may be economically feasible in the publicly rele-
vant sense, even if it loses some money on a "private accounts" basis.

In order to illustrate these implications, it is helpful to review
key linkages between transit planning and joint development. This pro-
cess, as shown in Exhibit 1 in a somewhat simplified form, should in-
volve important interrelationships at every step. Thus, for development
potentials to be identified and exploited effectively, each stage of
transit planning should incorporate key decisions about transit station
area develooment before proceéding to the next step. 5/
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Exhibit 1. PLANNING TRANSIT AND JOINT DEVELOPMENT
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Systems Planning

Transit will be most effective as an economic development tool
when improvements build upon, and are closely linked to, existing economic
strengths of the community serve . For example, subway stations
"anchored" to a downtown's major department stores are generally far more
successful than those "afloat" in a sea of parking spaces, or in the
midst of low-density residential areas removed from special amenities
or strong institutions.

Among the most important strengths, upon which a community can
build its transit area development efforts, are the following:

¢ Office space demand, which will continue > expand over the
Tong run in many cities, notably those serving a regional
headquarters function (¢ though some now have short-term
surpluses of office space);

@ Major existing retail e:¢ iblishments, business firms or other
commercial facilities which may require added room for reno-

vation, expansion or pal 1ing;

e Major existing institutions such as hospitals, universities,
museums and art centers. They may also need added space and
can create housing demand nearby for their employers and users,
as well as attracting others who consider it desirable to live
nearby;

e Attractive amenities like parks, riverfronts or lakes, as well
as historic sites or areas, which can establish a particular
style that attracts intensified local demand for retail services
and even housing;

o Major public buildings and facilities (e.g. city halls, court-
houses, convention centers) which can create demand for ancil-
lary services nearby; and

® The rising number of small, adult-oriented households in most
metropolitan areas. They can form a potential source of housing
demand for upgraded residential areas if the housing offered
there is designed to meet their needs, tastes and ability to pay.

To identify these supports for new development, specific social, economic

and physical characteristics of the areas to be served by transit should
be thoroughly evaluated through market research.
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Route Alignment and Station Location

The related issues of route alignment and station Tocation are
typically the two key planning decisions from the standpoint of transit
station area development. To intensify development potentials around
station areas, transit improvements should be Tocated where economic
conditions and other major factors act to reinforce rather than counter-
act the impact of improved accessibility. As a rule, this means tar-
geting transit investment in areas with strong market conditions, the
potential for viable assemblies, suitable zoning, and similar supporting
factors. In some station areas, developer interest may be already signi-
ficant. In others, market research may be required to document develop-
ment potentials and/or identify conditions under which private invest-
ment would prove feasible.

The most important conditions can be arouped under the heading of
"local market factors-" Although national demand and supnly patterns
are important, regional and "micro" patterns are what most critically
affect the success of a particular real estate project. An additional
important factor concerns the availability of assembled Tand. Uhere
land ownership is badly fragmented around transit facilities, developers
may not be able to assemble the sites they require at reasonable cost.
Hence, development may be inhibited despite generally favorable market
conditions.

Other factors can also be important. For example, stations situated
in areas where transit will intercept other modes of travel such as
feeder buses, commuter rail, and paratransit can enjoy correspondingly
greater development potentials. In addition, successful integration of
transit with access by other modes will help determine whether activity
modes will have sufficient intensity to generate the economics for
development.

Land Acquisition

A11 too often, land acquisition for joint development purposes is an
afterthought in transit planning. Ideally, however, land acquisition
policies should reflect the development strategy chosen for a specific
station area. For example, given strong market conditions and special
district zoning governing a station area, only acquisition of Tand for
the transit facility and accessory parking may be required. On the other
hand, given weak market conditions, supplemental (or "excess") acquisi-
tion may be called for, along with "co-development" of ensuing projects,
the combined development of a project by business and government (i.e.
where the public sector assumes some of the risks and/or costs that are
normally borne by private developers).

Likewise, a development strategy for specific station areas should
reflect an appropriate level of involvement by government in the develop-
ment process, given local economic conditions, the costs and benefits of
government involvement, and public and private resources available at one
time.
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Station Design

Ideally, the transit station and a jacent development should be de-
signed simultaneously, so as to properly integrate the multiple uses,
facilitate pedestrian flow, and maximize market potentials through pro-
per placement of key nroject components (e.g. retail). Simultaneous
design is seldom possible, however, since station implementation rarely
coincides with the decision-making cycle for private developers.

Accordingly, joint development can be facilitated through such
measures as the following: placement of access points (e.g. off-street
station entrances) on adjacent properties, provision of knock-out
panels, reinforcement of station footings and foundations to allow for
future air rights development. In some cases, construction of a tem-
porary station facility may be called for, to be replaced by a perma-
nent structure whenever development occurs.

REQUIREMENTS FOR REAL ESTATE DEVELOPMENT

Real estate development is a specialized business. At first blush
it may seem alien to transportation planners. Although appearing com-
plex, it actually is a relatively straightforward process. It depends,
however, on a detailed economic analysis to identifv development poten-
tials, to determine the feasibility of specific projects (including
matters of market, financing and management), and to provide the docu-
mentation necessary to gain access to necessary sources of private (and
sometimes public) funds. Feasibility determinations involving market
and financial data should be very specific about current and prospec-
tive conditions; generalities will not do.

Failure to respect these requirements for real estate projects in
the transit planning process is one basic reason why joint development
opportunities of major transit investment are not often realized. One
specific problem is that few plans are explicit about how transit can
affect private investment decisions, beyond general references to
improving accessibility. Within the »pe of this paper, I have
attempted to address this issue by id tifying these specific functions
in Exhibit 2. Far more specific econt ¢ data and analysis are
required, of course, to determine whe' :r or not to proceed with a
given development project, to define 2 scale and type of its facili-
ties, and to quantify its prospects for financial success or failure
with reasonable accuracy.

Failure to identify and exploit vselopment potentials can also
stem from a lack of understanding on the part of local government and
transit officials about what urban economic analysis should accomplish
as part of transit planning. Many public officials consider the econo-
mic elements of transit plans (e.g. a joint development study cost-
benefit analysis, and a financial pla ' as something one "goes along
with" in order to gain access > Federal funding.
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Today, however, a professional economic study as part of transit
planning offers signficant benefits to both government and business
alike. No two economic studies as part of transit planning are ever
identical, nor should they be. The various types of market and finan-
cial analysis which follow, however, are generally applicable to most
investigations of the prospects for private investment as part of a
major transit improvement.

In conclusion, I believe the prospects are bright for transit
station area development around the country, providing public officials
implement the kinds of land use and development decisions that support
taxpayer investment in transit by deploying these improvements (and
other incentives, if necessary) as tools for urban economic development.
In choosing the proper course of action, however, the costs and benefits
should be weighed in much more specific ways than has been the case in
most U.S. transit planning efforts to date.
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Exhibit 2

Possible Transit Impacts on Private

Investment Decisions

Type of Transit Impact

Improves general accessibility of
area served.

Improves specific accessibility of
parcels at key points along arte-
ries (otherwise stated: changes
relative accessibility among speci-
fic parcels), and concentrates
developbment notentials at parcels
so served.

Creates "new" sites with sunerior
accessibility, through air rights
development or transfer of deve-
Torment rights to adjacent loca-
tions.

Issue Paper: Witherspoon

ITlustrative Examples

Extension of a rail segment Tinks
outlying area to nearby sources of
employment, housing demand and urban
services, and to other activity
centers in the metropolitan region.

Examples: early evolution of Los
Angeles, Shaker Heights in suburban
Cleveland.

Location of key access noints around
transit stations tends to cluster
certain types of high-intensity Tland
uses (e.g. high-rise residential
develonment in outlying areas, high-
rise commercial or multi-use pro-
jects at "close-in" Tocations).

Examnles: Park Place residential
complex and Shepoard Center mixed
use project in Toronto.

Air space associated with transit
improvement makes possible Tlarge,
pre-assembled sites for develop-
ment at "choice" locations in high
density centers, where Tand costs
are hioh and land ownership is
fragmented. 1/

Examples: Park Avenue/Grand Central
Terminal complex in New York City,
Penn Center in Philadelphia,
I11inois Center in Chicago, Place
Bonaventure in Montreal.

Note: Refers mainly to fixed guideway system impacts at the sub-regional
scale, where significant private investment is involved.

1/ A closely related type of impact
rights associated with one piece

concerns transfer of development
of property (e.g. air space over a

transport arterial) to another piece of property, so as to allow the
receiving property to be developed more intensively than would other-

wise be permitted.
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Possible Transit Impacts on Private Issue Paper: Witherspoon
Investment Decisions

Type of Transit Impact ITlustrative Exambles
Creates transfer facilities and Location and design of transit ter-
attendant development potentials minals takes advantage of change in
as a result of transit riders travel mode to enhance economics
shifting modes. for development at specific sites.

“Yhen transit patrons leave their
vehicles they typically move on
foot to local buses, shuttle ser-
vice, taxicabs, or further pedes-
trian journevs. Likewise, when
entering a transfer terminal,
passengers move from these other
modes to transit service. In both
cases, this modal shift creates a
"natural break" in their journeys
where travellers can conveniently
patronize various tynes of commer-
cial enternrises, especially con-
venience goods stores and service
outlets.

Examples: Alexis Nihon Plaza in
Montreal, Eglinton Center in
Toronto, Broposed terminal facili-

ties for Denver's Transitway/Mall.
Improves internal circulation by Subway Tines or DPM (downtown people
linking otherwise dispersed mover) connect existing office and

activity center and functionally retail concentrations, hotel/motel
related, business orerations, and to convention center and so forth,
by facilitating year-round move- and/or provides access to potential
ment in all-weather facilities. activity centers not otherwise fea-
sible for development and/or ties
into outlying parking areas. DPM

air rights over a highway or transit line to allow an adjacent build-
ing to have higher density and/or windows overlooking the donor pro-
perty (a situation that might otherwise not be allowed because of the
right of the donor parcel to have a tall building also, which might
reauire a party wall rather than a window wall).

Develonment riahts transfer was a technique used to facilitate deve-
Topment of Rosslyn Center, a 20-story office and retail building To-
cated in Arlington, Virginia at a stop on the Hashington Metropolitan
Area Transportation Authority's (WMATA) rapid transit system (Metro).
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Possible Transit Impacts on Private Issue Paper: Witherspoon
Investment Decisions

Type of Transit Impact I1Tustrative Examples

to office development provides both
better communication to other office
space and elevator-like access to
restaurants, stores, and services.
DPM to retail development provides
tremendously greater visual expo-
sure to passing pedestrian traffic.

Examples: Internal circulation pro-
vided by downtown subway segments in
Toronto, Montreal and Washington,
D.C.; proposed DPM's in Los Angeles,
Houston and St. Paul.

Source: Gladstone Associates.
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Exhibit 3.

GRAPHIC REPRESENTATION ‘MARKET -RESEARCH, Issue Paper:
DEVELOPMENT -PROGRAMMING AND FINANCIAL ’
FEASIBILITY ANALYSIS

Witherspoon
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Exhibit 4

TYPES OF ECOMOMIC ANALYSIS AP POSSIBLE
BENEFITS TO PUBLIC AND PRIVATE SECTORS

Issue Paper: Witherspoon

IN TRANSIT/JOINT DEVELOPMENT PLANNING

TYPE OF ANALYSIS

Market Research

Involves both measurement of econo-
mic variables (e.g. size, age and
composition of households, and
their propensity to consume), and
analysis of economic relationshins
(e.g. supply and demand for rele-
vant trade area). Should be based
on analysis of statistical series
and original field research.

Results expressed as "market po-
tentials » the expected total

sales of a service or product (e.g.
office space, as measured in square
feet) over a stated period of time
(e.g. per year).

Development Programming

Based on market research and fur-
ther evaluation of related factors
such as access, site attributes and
land ownership patterns, derives
"development potentials » which
reflect the share or capture of the
market potential which is possible
for a specific area or site (e.g.
dow?town Tocations served by tran-
sit).

Results are expressed as develop-
ment programs, which specify land
and/or building development (e.g.
units of housing, square feet of
office space), along with timing,
phasing, acreage allocations and
program alternatives.
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POSSIBLE BENEFIT

Can assist transit planning by
establishing economic trends, land
use patterns, and other major fac-
tors affecting future transporta-
tion requirements for moving people
and goods.

Can benefit transit or development
entity by providing basis for
decisions about alternate trans-
port modes, route alignment and
station location.

Can benefit private developer(s)

by identifying scale of available
development obportunities (e.qg.
average absorption of office

space downtown = 500,000 sguare
feet/year), relevant supply/demand
factors, dominant nodes of building
activity (e.g. around transport
facilities) and so forth.

Can assist transit planning by
identifying amount and type of
development that can be absorbed
at each stop, based on market
realities (there is a 1imit on re-
gional demand).

Cantenefit transit or development
entity by identifying and enume-
rating joint development opportu-
nities in and around transport
corridors and transit station
areas, through inventory of key
properties, analysis of alternate
land uses and derivation of speci-
fic development programs which are
consistent with available market
notentials for the area.
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TYPES OF ECONOMIC ANALYSLS AND POSSIBLE

Issue Paper: Witherspoon

BENEFITS TO PUBLIC AND PRIVATE SECTORS

IN TRANSIT/JOINT DEVELOPMENT PLANNING

TYPE OF ANALYSIS

Development Programming (cont'd.)

Financial Feasibility Analysis

Financial feasibility analysis
translates market potentials and
development programs into financial
terms, to test project feasibility
and bottom Tine results.

In addition to establishing whether
the proposed project is feasible
(i.e. would pay for itself), such
analysis should identify key fac-
tors affecting feasibility (includ-
ing matters of market, project
financing, and management, as well
as supporting nublic actions), and
evaluate the extent to which these
factors affect feasibility.

Results are expressed in terms of
capital investment requirements,
financing alternatives, leveraging
possibilities, cash flow and re-
turn on investment (ROI). Finan-
cial analysis can also be extended
to assess after-tax implications,
earnings per share, and tax shelter
possibilities.

Source: Gladstone Associates.
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POSSIBLE BENEFIT

Can benefit investors by permitting
private developers and lenders to
review real estate opportunities

in a format with which they are
familiar. Also assists in the de-
sian of marketable real estate
products.

Even simple financial analysis (e.g.
to level of pro formas) can assist
transit or development entity in
determining the impact of public
actions on real estate development
(e.g. minimum development densities
which would be feasible for pri-
vate investment at specific Toca-
tions). Such analysis can also give
dimension to financing potentials for
certain innovative techniques (e.g.
what added costs would a developer
be willing to incur for transit-
related improvements in return

for a density bonus for building
near a transit station stop?).

Can benefit nrivate developer(s)
by evaluating project feasibility
through a standard tyne of analy-
sis widely used in the develop-
ment industry.
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TYPES OF ECONOMIC ANALYSIS AND POSSIBLE

BENEFITS TO PUBLIC AND PRIVATE SECTORS

IN TRANSIT/JOINT DEVELOPMENT PLANNING.

TYPE OF ANALYSIS

Economic Feasibility
(aTso calTed cost-benefit analysis)

Whereas financial feasibility analy-
sis typically focuses on return on
private individuals or firms, econo-
mic feasibility analysis broadens
the concent of costs and benefits to
terms relevant for government. This
analysis is particularly critical for
urban renewal, new stadiums,public
buildings and other facilities.
Moreover, the concept of "self
support" relevant to local govern-
ment is often much broader than for
private enterprise.

Results expressed after comparison
of costs and benefits in terms of
economic return on investment. For
transport facilities and other major
investments expected to involve
substantial capital improvement over
an extended period of time, present
value techniques should be employed
to relate future costs and benefits
to an appropriate base year.

Implementation Strategy

The essential end-product of a com-
plete economic analysis should be a
feasible, responsible development
strategy, backed up by specific
plans of action canable of being
impTemented.

Source: Gladstone Associates.
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POSSIBLE BENEFIT

Can henefit transit or develop-
ment entity by evaluating projects
not normally undertaken by private
developers (e.g. projects of
questionable feasibility or in an
initial condition of economic
distress). In such situations,
joint development may not be
possible without special incen-
tives to stimulate private in-
vestment and/or more direct

public intervention in the de-
velopment process.

Can benefit private developers

by providing economic basis for
pubTic assumption of risks and/or
costs which are normally borne

by the private sector.

Can benefit both transit or de-
velopment entity and private
developers by defining a feasible
development program and effi-
ciently organizing the means of
oroduction.
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1/

kitherspoon

Many of the findings and conclusions in this paper are derived from
two research projects conducted by Gladstone Associates in major U.S.
and Canadian cities. One is a recently comnleted renort for UMTA,
Innovative Financing Techniques: A Catalog and Annotated Biblio-
agraphy of Transit Applications (1978). The other, now nearing com-
pletion with The Urban Land Institute, is a series qf case
studies--evaluating prominent joint development projects, with an
emphasis on deals structured between business and government--based
in this country and Canada. Both studies have proven quite illu-
minating about widespread inadequacies in U.S. transit planning
practice, with respect to joint development. I want to stress,
however, that the observations in this paper are my own, and do not
necessarily reflect the views of UMTA, ULI, or any of our other
clients.

Perhaps the most ambitious promotion attempted was that of Henry
Huntington of Los Angeles. As historian Daniel Boorstin observes:

"The urban sprawl which characterizes modern Los Angeles
received its initial impulse from the designs of Henry E.
Huntington. In 1900, after inheriting a vast fortune from
his uncle, Huntington began to extend streetcar lines in all
directions from Los Angeles. Simultaneously, he purchased
thousands of acres of real estate along the 1ines and began
developing residential and resort communities. In this way,
Huntington constantly recouped the cost of his car Tines
through sale of his real estate.

Eventually his streetcar Tines, valued at $100 million 1in
1910, extended 30 miles from the city, served at least

40 incorporated communities and added 12 suburbs to metro-
politan Los Angeles."

See Melvin M. Webber, "The BART Experience: Yhat Have e Learned?"
(Institute of Urban and Regional Development and Institute of Trans-
portation Studies: October 1976), p. 39.

tlebber elaborates as follows:

“The initial plan for BART was also to generate growth at
selected subcenters throughout the metropolitan region. In
addition to the high average speed, that was the other rationale
for widely spaced stations. The planners fully expected that
increased accessibility at train stations would make the
surrounding areas attractive to business firms and apartment
dwellers, following the model of earlier commuter railroads in
the East. In turn, clusters of offices, shopns, and high-density
housing around these stations would visibly restructure the
region, stemming from the drift toward low-density dispersion and
urban sprawl.
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3/

4/

5/

(Cont'd.)
It is now 14 years since the BART project was approved, and there
is, as yet, Tittle evidence to corroborate those forecasts and
hopes. Most suburban stations stand in virtual isolation from
urban development activity in their subregions, seemingly ignored
by all except commuters who park their cars in BART's extensive
Tots. A few apartment houses have been built within one-mile
radii of a few stations, but they are exceptions. Two modest
sized office buildings were erected, in Berkeley and Walnut Creek,
close to the stations and as a direct response to BART's coming.
Although they were initia ly in trouble owing to BART's delayed
opening, they now are reported to be occupied. In general, how-
ever, the transit stations have not attracted higher density
suburban developments.

On the contrary, in a few places, Oakland's Rockridge neighbor-
hood may be the most dramatic example, BART's coming has provoked
citizen protests against potential high-density or commercial
development. In turn, zoning regulations have been changed to
prohibit apartment houses and shops, securing the established
single-family housing pattern. The area surrounding the Rock-
ridge station experienced an actual decline in property values
when BART opened. Following the zoning change to one-family
houses, Tand values have been rising,the highest being nearest to
the station."

Ibid, p. 15.
See Gladstone Associates, Innovative Financing Techniques: A Catalog

and Annotated Bibliography of Transit Apnlications (Urban Mass
Transportation Administratic : 1978).

The following exhibit and discussion build upon materials first set
forth in Administration and Management Research Association, Office
of Midtown Planning and Development, Office of the Mayor, City of
New York, Transit Station Area Joint Development (1976).
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INTRODUCTION

This paper discusses the factors that influence the private deve-
lTopment sector to undertake joint development. The discussion is
approached from the perspective of the private sector. Key issues
affecting developer decision-making are the primary focus. The
underlying assumption regarding those decisions is that market forces
and not public objectives determine whether activity will take place
and what type of activity it will be.

Advocacy of greater public attention to market forces is the real
message of this paper. Joint development, if it is to be a public
objective, must be recognized as a response to market situations.
Public policies and programs which seek to promote such activity must
be responsive to those forces as well. Many public actions, unfortu-
nately, can be inconsistent with or contrary to the pressures of the
market and thus are unlikely to produce the desired response. Unless
and until government officials apnroach joint development with recog-
nition that private investment is constrained by the market manv de-
sired projects will not be built and thus, in turn, many public ob-
jectives associated with these projects will not be realized.

To set the framework for analyzing appropriate public responses
aimed at promoting joint development activity in different market
situations, the first sections of the paner nrovide definitions, des-
cribe actors, and analyze stages of the development process. Once
this is taken care of, Section IV gets to the heart of the subject by
Taying out three different market situations and suagesting appropriate
governmental response to each. Section V closes the paper with a short
discussion of the limits of public action.

Definition of Joint Development

The term Joint Development as used in this paner describes a pro-
duct. It is a real estate development that is in some way physically
and functionally connected to a transportation facility and deriving
some benefit from it. The word joint refers to the two components:
real estate deyelopment and transportation. It does not refer to the
public and orivate actors.

A joint development project should be similar to any other real
estate development project in that its feasibility must be determined
by market forces. By judging those market forces a developer deter-
mines the scale and type of use subject to constraints set by public
actions, principally by zoning. A transportation component can change
market conditions, thereby improving the use potential and enhancing’
the economic return possibilities of a particular site.
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However, it should be stressed that such a transportation improvement,
as in the case of other forms of public investment, tends to affect
only some of the conditions in the marketplace and these only sTowly.

A private developer reacts to a perceived market demand as
manifested through vacancy rates; prices for office, retail, and hotel
space; current construction activity; absorption rates; etc. He invests
time and money intending to earn a return that compensates him for these
investments. The greater the risk associated with the investment, the
less the desire to invest. Some of this risk, though certainly not all,
can be compensated through a commensurately higher than normal re-
turn. However, where a developer does not or cannot perceive market
demand, he does not see the opportunity to earn his return. Public
action aimed at promoting transit-related or any other form of develop-
ment must therefore affect the market situation in such a way that a
developer is not only aware of it but can respond to it.

Real estate activity is subject to more constraints than just market
demand. The most significant are probably (1) land assemblage; (2)
zoning and other land use regulations; (3) financing difficulties; and
(4) a host of problems such as weather, labor strife, and material
shortage, all beyond the control of the developer. A transportation-
related project compounds these constraints for the private developer
with some complexities of its own: additional public agencies to nego-
tiate and coordinate activity with, more opportunity for citizen involve-
ment and objections, more diffict t financing, and potentially many more.
A1T1 result in time delays and other costs. A joint development project
clearly takes more effort to accomplish correctly. Both public and pri-
vate participants must understand the difficulties and find approaches to
overcome them. In those cities enjoying a cooperative spirit between
the public and private sectors, development activity has taken place.
Unfortunately, all cities have nc had this good fortune. In these
Tatter cases, the failure to crez 2 an environment conducive to joint
development has reduced developer interest and prevented projects from
reaching their full potential.

THE MAJOR ACTORS IN THE PROCESS OF JOINT DEVELOPMENT

Many actors affect real estate projects that are coordinated with
transportation improvements. They do so wittingly and unwittingly through
independent actions. In addition to the developers, the major partici-
pants are (1) transit agencies, (2) agencies of local government, such
as a city planning department, renewal authority, or development agency,
(3) Federal agencies, (4) land owners, (5) Tenders, and (6) tenants.
Though many other individuals and organizations play important roles in
any given project, most joint developments can be broadly defined by the
actions of these six grouns.

Joint developments are built when the separate objectives of all
participants meet at some common ground. Where this does not occur it
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is because the objectives of one or more actors appear to be incompati-
ble with the needs of the others. A closer Took at these situations
often reveals that the incompatibility is more attitudinal than real,
and that attempts to overcome the conditions can lead to successful
joint developments projects being undertaken. In discussing the

actors below ;the stress is twofold. First,to identify the primary
focus of the participants and second,to uncover where and how public
action might influence them to be more responsive to joint development
opportunities.

Transit agencies are generally empowered to operate and construct a
system to move people within a designated area. In regard to the first
function,their principal objective is to maximize ridership subject to
budgetary constraints imposed on them by other agencies of government.
The constraint exists because typicallysrevenues generated through the
fare box cover only a portion of the total operating costs of a system
and thus subsidies are required. Loss minimization in such situations
becomes a political necessity which frequently is achieved through
service cutbacks. Uncertain service ultimately influences the perfor-
mance of businesses dependent on it. A factor not lost on developers.

The construction of new transportation facilities or transit systems
are also constrained » in this case by two factors: budget Timits ‘and
engineering parameters. These constraints influence transit agency
objectives. Generally, cost minimization and not development maxi-
mization are the end result. If station locations and routing decisions
are made based primarily on cost, certain types of future development
activity are often precluded. Knowing how their actions affect develop-
ment might cause some transit planners to rethink their decisions.

City planning departments, renewal authorities, and development
agencies have numerous objectives. These include preservation of
neighborhoods, promotion of economic development, disposal of excess
land, development of housing for low and moderate income families and
many more. Rarely in the United States is enhancement of joint develop-
ment opportunities one of these. If transit planning and land use
planning were to be coordinated,it could most easily be done as it is in
Canada. Provision of density bonuses on land adjacent to transit and
imposition of constraints on land distant from transit would have a
dramatic impact. In addition these agencies could assist the developer's
land assemblage nroblem through holdout condemnation and 1liberal use of
the eminent domain power. Alas, the politics of such policies are pro-
bably too treacherous for even the most dedicated of joint development
advocates. Whatever the anparent virtues of coordinating transportation
planning and development planning, the future,like the past,appears to
hold 1ittle hope that it will become public policy.

Federal agencies distribute funds to urban areas through a myriad of
departments, agencies, and programs. The objectives and regulations of
each are widely divergent and only minimally coordinated even with the
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advent of an urban policy and a Presidential mandate that the executive
branch will work together. Joint development, until recently, has been
Tow on the appnarent priority scale of most agencies other than the Urban
Mass Transportation Administration. Improvements seen recently generally
reflect passive Federal resnonse to local initiatives rather than an
aggressive policy to leverage transit dollars through other funding
sources. Local public action can do Tittle in theory to influence

policy objectives. In practice, >wever, constant pressure on the in-
stitutional structure will proba' y result in innovative funding arrange-
ments in support of joint development that were never previously anti-
cipated.

Land owners other than public entities have a profit maximization
goal that is not inconsistent with joint development. Unfortunately
fragmentation of ownership freauently precludes conversion of land to a
use compatible with the transportation component because an individual
owner usually cannot realize his highest return by making an early
commitment to such a course of action. Unless and until a number of
parcels are put together, joint develonment cannot take place. Realizing
the value of the last piece or outace,most owners wait to see. Timely
development, therefore, becomes a difficult if not impossible task to
achieve. Government action can help overcome this constraint by holdout
condemnation procedures and through incentive zoning procedures that
accrue benefits only to the joint developer.

Those nublic agencies owning Tand, such as renewal authorities,
school boards, the postal service, and others often have disposition
objectives that are not responsive to public agency needs. Coordination
between governmental units appears to be as cumbersome as that between
the public and private sectors. For an individual developer to pur-
chase publicly-held land from one of these agencies in ant1c1pat1on of
a possible joint development project is a risky procedure at best.
B1dd1ng nrocedures, politics, and hureaucracy all intervene to make the
process time-consuming and costly. Government action could easily re-
duce these diseconomies by better coordination.

Lenders are by nature a conservative breed. A stable return with
low risk is probably the best statement of their mortgage Toan objec-
tives. Their lending practices show a strong bias towards emulating
their institution's deal of yesterday rather than innovating a new
type of deal for today. Given limited experience with the complexities
of joint development financing packages, most act as if thev are re-
Tuctant dragons who are forever hungry for a deal but are afraid to
taste what they have not eaten before. Public action can reduce the
dissonance by providing some guarantees and through friendly arm
twisting.

Tenants, the end user of developed space, make their location

decisions on the basis of a number of factors including cost; convenience
for employees, executives, and customers; proximity to complementary
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activities; and transportation. Various types of users weigh each of
these factors differently. Some office tenants, such as insurance
companies or other large corporate firms,are likely to pay little heed
to the convenience of a subway or bus stop at their door except where
climate is especially severe or where public transit is the preferred
way to commute. Others, such as a firm with sales, consulting, or
counseling activities,might be highly oriented to a subway or a new DPM
system. Retail tenants, on the other hand, are probably much more sen-
sitive to the notential of pedestrian traffic. If transit riders can
be drawn through retail shops and if these potential shoppers can be
induced to focus on the goods at hand, access to transit can have tre-
mendous value. Joint development does, therefore, offer possible bene-
fits to some tenants but certainly not all.

Having looked at the major actors, though certainly not all of the
actors, who influence joint development, we turn next to a discussion
of the development process. This gives perspective to joint deve-
Topment by showing the constraints imposed on all real estate projects
by that development process.

STAGES IN THE DEVELOPMEMT PROCESS

There are essentially eight stages in any real estate development.
They are (1) market analysis, (2) nroject identification, (3) site
acquisition, (24) negotiations with public entities, (5) planning, design
and engineering, (6) financing, (7) construction, and (8) marketing.
Yhatever the complexity of a project,all the functions represented by
these categories must be undertaken. Each constitutes a potential
pitfall to the success of any venture.

In relating the stages in the process to the discussion of joint
development, it is helpful to focus on those areas where public action
can assist private develomnment activity to achieve a mutual objective.
Though assistance is possible and common in all areas, it is typically
site acquisition, negotiations with public entities, planning, design
and engineering, and financing that require the most concerted efforts.

Site Acauisition

As previously mentioned, it is often difficult to assemble a Targe
enough parcel of Tand to undertake a major development project. Private
land assemblage techniques, which include (1) acquisition of parcels
slowly and quietly over time and (2) partnership arrangements with land
owners who receive a percentage of the return as compensation, work only
in some situations. Unfortunately, where joint development is a possibi-
lity, interest in sites is frequently extensive. This generally rules
out secretive purchases and 1imits opportunities for joint venture
arrangements. What frequently is left is development on publicly-owned
land. In prinicple, this is not bad; however, without an expanded land
acquisition program, the number of sites suitable for joint development
might prove very Timited.
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Negotiations with Public Entities

Megotiation by developers with public entities probably is the most
variable of all the stages in the development process. The difficulty
the developer perceives is that, unlike most other activities in the
process, it is frequently impossible to discover the area of mutual
interest. Because local governments have many different objectives,
interest groups, and institutional concerns which must be reconciled
before development approvals can be given, it is often impossible for
a developer to receive the timely response to ideas and submissions.
The results of delay are often abandoned projects that cities and
developers both desired.

Many solutions have been sought to resolve the problem. They include
(1) establishment of a lead public agency empowered to coordinate public
actions on a given project, (2) early designation of a develoner who will
in cooperation with the nublic agency plan and execute a develooment
nackage, and (3) partnership undertakings between a public agency and a
developer with the public agency bearing some of the cost and some of the
risk traditionally borne by the private sector. The desirability of each
of these approaches denends on the situation. Their consideration in
itself is a good sign that the problem has been recognized.

Planning, Design, and Engineering

The physical design of any nroject typically involves trade-offs
within a developer's organization between design people and marketing
and construction people. On ton of this, joint development, by its very
definition, also requires coordination between a developer's staff and
representatives of the transmortation planning agency. To be physically
and functionally connected entails a certain overlan of physical space.
Excellent examples of this can be seen in the transit access arrangements
at the numerous joint developments in Canada and at the Gallery project
in Philadelphia.

The record of coordination in cities around the country is generally
not very good. Institutional jealousies, short-sightedness, and general
lack of concern have nlagued manv joint development and other types of
projects. A solution, if there is one, depends on the capacity of both
public and private renresentatives to accept the legitimacy of the
other's concerns.

Financing

Financing can be the hane of the developer's existence. He sees
vwhat he considers to be good projects abandoned for lack of adequate
funding. The solution to the nroblem is not easy to find. Major lenders,
including life insurance companies and savings and loan associations,
are reluctant to enter into long-term mortgages on projects when there
is uncertainty in their minds as to the adequacy of the return and Tong-
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term security. The risks they perceive, especially in joint development
projects, result from one of four factors: (1) general project complexity,
suggesting higher than expected construction and financing costs; (2)
uncertain demand; (3) unusual ownership or legal arrangements; and (4)
developer capability. A1l can be affected by public actions.

Perhaps the most significant advance in public response to these
problems has been the assumption of the extraordinary risk portion of
certain loans. By providing second mortgage money or by supplying mort-
cage insurance it has been possible for the public sector to overcome
major problems perceived by lenders. In this case and in others, a
small public action is symbolic of an important attitudinal change which
to many in the private sector is the most meaningful event of all.

THE PUBLIC ROLE IN INFLUENCING JOINT DEVELOPMENT IN DIFFERENT MARKET
SITUATIONS

Joint development occurs only where market demand, whether natural
or reinforced by public action, justifies the building of the non-transit
portion of a project. Evaluating that demand should and must be a
function of those involved in transportation planning. Even when system
design takes place before there is concern for future development, it is
possible to influence private development activity if the market forces
prevailing at the time of the hoped-for development are understood and
heeded. The first part of this section outlines the characteristics of
three different market situations. The remainder will deal with appro-
priate public actions for each.

1. The Market Environment

The opportunities for joint development can be discussed in terms
of the strencth of existing market demand. Three situations describe
that demand: Strong market, uncertain market, and weak market. The

characteristics of each will be discussed below.

a. Strong Market Situation

A strong market can be loosely defined as one where private market
activity supports new development. Lthat this means is that demand for
space exceeds supply at the prevailing market price and that this price
is high enough to attract development and investment activity. Key
factors apparent in many strong market situations are (1) strong local
economies, (2) locations in the mainstream of traffic close to similar
and complementary activities, and (3) in cities with high transit
ridership, access to that transit. A strong market designation can re-
fer to any type of use: office, retail, residential, hotel, or indus-
trial. It does not usually describe a mixed-use situation, which is
merely the integration within one development of a number of other types
of space usage, each with their own demand. A mixed-use project fre-
auently combines uncertain market sectors with strona market sectors.
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b. Uncertain Market Situations

Uncertain markets are those markets where the demand price for
space is unknown. This can result from (1) changes in general market
conditions, (2) changes in use, (3) changes in activities in surrounding
Tocations, or (4) a mixture of uses whose impacts on one another have
vet to be determined. When any of these conditions exist, both deve-
lopers and investors are unsure whether the price they can charge for
developed space will be high enough to justify undertaking a project.

As a general rule, central cities in the midst of decline or re-
vitalization, or on the brink preceding these movements, are likely to
have uncertain markets within their central business districts. The
first three conditions Tisted above characterize a changing central
city role. The private sector finds such changes to be highly risky
and usually seeks to forestall investment until the future is more
clearly defined. An uncertain market resulting from new uses or an
unlikely mixture of uses can occur in almost any city. Within the Sun
Belt, for example, a number of mixed-use projects were built in what
anpoeared to be strong market areas that did not produce a favorable re-
turn to investors. The common failing has been weak demand for one of
the components. !hen one asnect of a balanced project fails, no
matter how successful the other components, the project is Tikely to
have serious financial problems.

c. Weak Market Situations

Weak markets, by our definition, exist when the demand price for
space is below its supply price. Many factors can explain this
situation. Within an older central city the most common factor is a
shift in demand out of the core into the suburbs or beyond due to de-
clining neighborhoods, population changes, or relocation of businesses.
Yithin aenerally strong growth markets, a weak market for a certain use
reflects demand not yet generated. !Yeak market situations are distinct
from uncertain markets and cannot and should not be treated the same
by public entities. Market forces determine how much a particular
economic activity can afford in the way of space costs. A price insuf-
ficient to induce investment in supply reflects the inappropriateness
of a use in a location at a certain time.

2. Appropriate Public Response to Different Market Situations

The options available to public agencies bent on promoting joint
development are extensive. They run the gamut from providing a trans-
portation improvement that can readily accommodate private development
connections without further government action, through real estate
developments undertaken in partnership between public and private
sectors with an assortment of zoning, financing and risk assistance
tools, up to complete public sector develooment of the non-transit
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component. ATl can achieve the same objective: the creation of a real
estate nroject connected physically and functionally to a transportation
improvement and benefitting from it.

A problem many government agencies have is identifving what
actions are appropriate for a given market situation. Most aquestions
are raised, unfortunately, after the transportation improvement has
been planned or even installed. After a system is in place,it is too
late to affect some decisions which influence joint development oppor-
tunities. It is not too Tate, however, to respond to specific site
opportunities. To do this effectively, it is necessary for Tocal
governments to evaluate existing market conditions and then develop a
plan of action which supplements and supports, where appropriate, pri-
vate sector activity. The chart at the end of this paper presents a
schematic view of the types of public response suggested by different
market conditions. A perusal of that chart before proceeding to the
next section might be helpful to the reader.

The chart is predicated on the assumption that the primary public
objective in each market situation is to achieve private development
at the project site which generates the greatest amount of economic
activity. This assumption probably does not reflect the concerns of
most cities in the process of planning or building a subway or DPM
system. Other objectives are generally given more attention. These
include development control, community preservation, cost recovery,
and design improvement. 1/ These latter objectives, the author be-
lieves, can receive far too much attention, frequently at the expense
of promoting the development with the greatest economic impact on the
local community. It would be presumptuous to believe that public
officials and citizen grouns will reorder their priorities. Rather,
it is hoped that,by stating clearly which actions can beneficially
impact development, an inappropriate response will not be offered out
of ignorance. One result,hopefully,will be Tess wasted expenditures
and more successful development.

Let us now turn to a discussion of the appropriate public role
in support of joint development. Each market role will be discussed
separately.

1/ For a fuller discussion of these objectives and of the impact of
implementation techniques on them in strong and weak market sit-
uations, one should read Administration and Management Research
Association of Mew York City, Inc. (AMRA) Office of Midtown
Planning and Development, Office of the Mayor, City of New York,
(1970) Transit Station Area Joint Development: Strategies for
Implementation, Final Report, especially pages 41-54.
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a. Public Action in a Strong Market Situation

To generate the greatest amount of economic activity at a joint
development site, local government can most appropriately do two things.
It can, first and foremost, assist developers to overcome land assemblage
difficulties and, second, offer special zoning which increases the
amount of rentable space that can be developed. Both of these types
of actions reflect the strong market situation's unique characteris-
tic--demand for space greater than available supply at the prevailing
prices. Developers do not need subsidies in this situation. They do
need assistance overcoming institutional constraints--multiple owner-
ship and Timits on the size of development.

Other public actions that make sense in a strong market situation
are (1) transit-related incentives aimed at promoting a physically and
aesthetically desirable connection with the transportation component
and (2) public financing mechanisms. The latter are means of financing
public improvements through the imposition of a special tax on those
who benefit but also on those who can afford to pay. These are help-
ful tools and probably result in a more desirable environment for joint
development; thev are not, however, essential.

Many cities have used other tools Tisted on the chart in strong
market situations. At best, they probably resulted in greater profits
for the developer; at worst, they had no noticeable effect at all. In
a world of Timited resources,neither of these results seem to be worthy
goals of public action.

b. Public Action in an Uncertain Market Situation

To promote extensive development activity at a transit station or
other transportation facility in an uncertain market, two public
actions again stand out as being paramount. One is risk assumption,
the other is special zoning. The purpose of the first is to overcome
an inherent weakness of an uncertain market: Tower developer risk due
to the risk public officials assume can approximate the conditions of a
stronger market, thereby facilitating Tender financina. Special
zoning, the next most appropriate action, aids an uncertain market
through the provision of development incentives which frequently
allow nlanning for an entire site but require only incremental, less
risky development.

Many other tools are also appropriate to a lesser degree in un-
certain market situations. Land acquisition, for example, can be a
major aid by speeding up the assemblage process, thereby reducing
planning time and risk. Demand creation through construction of
public improvements will frequently spill over effects on the joint
development site. The ubiquitous transit-related incentives will
also imorove the desirability of the non-transportation component of
any site.
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One comment about a possible inappropriate tool ought to be made.
Too frequently,it seems, an uncertain market is mistaken for a weak
market. As will be stressed below, the latter situation generally re-
quires largedoses of public dollars to overcome a deficiency in invest-
ment that the market will not and cannot support. An uncertain market,
on the other hand, possibly can support such private investment. To
invest public dollars before the uncertainty of the situation is removed
is potentially very wasteful. If the market proves to be strong, the
dollars will never be recovered. An uncertain market cries out for risk
assumption and not cost reduction.

c. Public Actions in a Weak Market Situation

The two primary responses of local government to weak market situa-
tions should be demand creation and cost reduction. Weak markets, by
definition, cannot support private investment in the real estate develop-
ment component of a joint development. A public objective to promote
economic activity adjacent to a transportation facility in such a situa-
tion can be realized only if there is an investment, frequently sub-
stantial, of public dollars. Both demand creation and cost reduction
techniques entail this large public commitment. They are appropriate
because they attack the market problem that forbids private investment,
namely, a demand price below a supply price.

Demand creation techniques can and should be used in weak market
situations. These include public lease of space, user-financing and
public improvements. Similarly, cost reduction techniques have a role
to play. Property writedowns, tax exemptions, and abatements are the
principal ones here.

Other appropriate techniques in weak market situations relate
to investment of public dollars in one form or another. They can be
differentiated from the most significant public actions in the strong
and uncertain market situations by their emphasis on restructuring the
market rather than on trying to overcome some imperfection in it. The
real oroblem with weak markets is knowing when it is best for the public
sector to do nothing. This topic is addressed in the next section.

THE LIMITS OF PUBLIC ACTION

Available public action in support of joint development can be
listed on a continuum beginning with no government action at one end
running to public development at the other extreme. A review of cities
will probably show a fairly even spread along this continuum. The pro-
blem with this spread is that a technique that is available may not be
appropriate in the market situation.

Public action must address a specific type of problem, otherwise

it can be and frequently is wasteful. The chart at the end of this
section graphically identifies public responses suitable for various
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market situations. One type of response was excluded--that was the
response of no public action. The paragraphs below will correct the
deficiency.

Strong market situations with Targe public or private landholdings
around station locations are obviously not in need of land assemblage
assistance. If zoning restrictions set height Timits that are non-
negotiable, as in Washington, D.C., and if major sites already have
maximum densities and highest use designations, special zoning may also
be unnecessary.

Does this mean there is no appropriate public action in this cir-
cumstance? The answer would seem to be no. Transit access assistance
is generally appropriate in all markets if joint development is, in fact,
a public objective. Providing knock-out panels and building in columns
strong enough to support anticipated future development will probably
never be a wasted expense. To ignore either the inevitable or desired
development use is really the major error of the no-action posture.

Uncertain market situations along with weak market situations call,
at times, for no action. If general economic conditions are changina for
reasons other than transportation improvement, it may be better to
let development opportunities evolve. Uncertain markets on their own
frequently lose their uncertainty and become strong or weak. Freauently
it is easier for public officials to deal politically with these latter
market demand situations than it is with the former.
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Appropriate Public Actions in Different Issue Paper: Borut
Market Situation

Public Actions Market Situation

Strong Uncertain Weak

Cost Reduction (2
Property writedowns X
Tax exemptions and abatements X

)

Demand Creation (1
PubTic Tlease of space X
User financing X
Public improvements (e.g. convention

center, fare free concourse, public

)

garages) X X
Land Acquisition (1)
Supplementary purchase for transit X
Supplementary condemnation for transit X
Holdout condemnation X

Public Financing Mechanisms
Federal grants X X
Special tax districts

Tax increment financing

>< ><

Risk Assumption (
Loans

Guarantees

Equity participation X

> o< —~

Special Zoning (2) (
Special District

Bonus or incentives X

Floating zones

Public Utility Districts
Conditional

TDR

DI XX >X N

> <

Transit related incentives v
Coordinated planning of transit access X X X
X

Coordinated construction X X
Other

Public development X
Jawboning X

Note: The numbers in parentheses represent the most appropriate public
actions in the author's view.
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TRANSIT CORRIDOR DEVELOPMENT CORPORATIONS AND INTERIM
CONTROL MEASURES

OVERVIEW

This paper discusses two important issues involved in the formula-
tion of a comprehensive corridor scale joint development program. The
first issue involves the full background to what should be considered
in the decision of whether or not to establish a Transit Corridor
Development Corporation (TCDC). Included in this evaluation is a
status report on decisions pending in various U.S. cities (TCDC).

The second issue examined in this paper involves the range of inte-
rim control measures and comprehensive plannina techniques now being
utilized to establish "consensus" long term policy agreements regarding
joint development. This evaluation also includes a status report on
recent innovations and policy decisions that have been made regarding
corridor development control under consideration in other U.S. cities.
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[. TRANSIT CORRIDOR DEVELOPMENT CORPORATIONS

INTRODUCTION

A transit corridor development corporation (TCDC) is a
special-purpose public or quasi-public development entity.1/ The
major purpose of a TCDC is to coordinate and package a new development
within the station areas of a "fixed" guideway transit system. In
order to achieve its basic development coordination function, a TCDC
can be organized as either a management corporation or as a "true" 2/
development corporation.

Structured as a management coproration, the TCDC would normally be
chartered as a development entity operating under the authority and
budget control of a municipality. Under this organizational framework
the corporation would: (1) manage the assets (i.e. land) and (2) re-
present the municipality's interests in the coordination and negotia-
tion of private development projects located within the defined transit
"corridor" area.

Structured as a "true" development corporation, the TCDC would be
chartered as a self-sustaining entity with an independent budget.
Under this organizational framework, the TCDC would carry out the same
project coordination and land development responsibilities as the
management corporation ; however, its posture towards the initiation and
degree of financial participation in joint development projects would
be more active. For example, in this form a TCDC could, under its own
authority,issue debentures or secure other types of long-term capi-
tal financing to sustain the joint development process.

In concept a TCDC would appear to be a valuable organization that needs
to be examined or an optional means to promote and implement joint de-
velopment project. Before one is established, however, there are
several issues for local governments to address. For example:

e What is the locally intended role and function of the
corporation?

e What special advantages would it afford over the existing
development entities now responsible for community development
controls and programs?

¢ What other public action, such as enabling legislation, would
be needed to achieve implementation of a TCDC?
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e What local resource commitments and ederal monetary support
are available or would be needed to ensure its ultimate success?

Each of these issues are discussed below and related to the current
status of TCDC programs now under consideration in several U.S. cities.
Subsequently, general observations are provided regarding the future
outlook for both the wider acceptance and ultimate success of the
TCDC concept.

ADVANTAGES OF TCDC OVER EXISTING AGENCIES, OR, WHY HAVE A TCDC?

Even if the local municipality already has established a development
corporation,3/ a TCDC has one universal advantage. This advantage is
that,with a TCDC, corridor/station scale joint development would be given
at least equal, long-term priority in reli ion to the corridor
community 's ongoing economic development programs.

Secondly, private sector developers ct 1d look to a single entity that
would represent the city, or cities in the coordination or packaging
4/ of joint development projects. Without a separate TCDC it is likely
that the short-term joint development opportunities would still be
implemented but the follow-up efforts to secure and coordinate second
stage or long-term development would be hindered.

Thirdly, the establishment of a TCDC could also have funding advantages
over existing agencies. These advantages relate to the fact that either
the prior "track record" or otherwise demonstrable capability of the
local government to coordinate and manage the implentation of joint
development projects is recognized as a major factor in potential
Federal grant awards. In cities with less extensive experience with
large-scale comunity or joint development programs, the creation of a
TCDC would (1) provide greater assurance that the joint development
project could be successfully carried out and (2) could help demon-
strate the "consensus" public sector support for joint development.

In cities with extensive .experience with large scale community or joint
development projects, the establishment of a TCDC would enhance the
probabilities of a larger scale or additional Tong term funding from
the Federal government. 7/

Fourthly, through the appointment of the local transit authority
director to the TCDC board, the city can obtain the type of ongoing
higher level policy "interface" that is necessary to properly codrdin-
ate the transit system facility design and construction with joint de-
velopment activity. Recent experience i all "new Start” fixed guide-
way transit cities has shown that serious joint development accommoda-
tion decisions within the transit authority can only be resolved at the
executive level of the agency. The director of the TCDC would be af-
forded the type of executive "access" that would ensure better advance
planning and follow-up between the paral :1 implementation of the new
facility and joint development projects. Normally, this desired level
of cooperation is extremely difficult to achieve through existing agencies.
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Finally, TCDC could cut across city and other local jurisdictional
lines--it could provide a forum for coordinated regional development
where growth no growth policies could be worked out. This is an
arduous process, but in many metropolitan areas, community preser-
vation and economic development proponents have no forum for
reaching some coordinated decision; the result is haphazard situations.

MINIMUM "GO AHEAD" CONDITIONS

First of all, unless the magnitude of documentable joint development
opportunities related to the committed transportation facility is
viewed to be significant, consideration of a TCDC is usually not
warranted. For example, if concentrated urban development is likely
to occur only at one or two stations and the complexity of the pro-
posed projects is similar to those now carried out by the Tlocal
community development authority, it would be more appropriate to place
responsibility for joint development with the existing entity.

Sécondly, an agency should be prepared to fully participate in the
TCDC feasibility studies and formally concur in any recommendation
for its adoption and implementation. An extremely high level of
coordination must take place between the TCDC and the local transit
agency. Without a prior understanding of the need for the acceptance
of the defined role of the corporation's future,success will be limited
or even possibly politically obstructed.

The necessary policy and financial support requirements of a TCDC must
be clearly defined at the local government level, prior to the time
serious consideration is given to create this type of development
entity. Ideally, a "consensus" support decision would be made,based
on the results of an overall feasibility analysis 3/ participated in
by all affected public agencies and segments of the local community.

Background

The institutional aspects related to the establishment of a
TCDC range from basic political "acceptance" to, in certain
cases, the formulation and passage of enabling legislation.
Initially, the most critical institutional aspect is to de-
termine the significance of the advantages a TCDC would have
over the agency now responsible for community-wide develop-
ment programs. Subsequent to the determination of the over-
all merits of the creation of a development corporation,

the issues of functional accommodation by other existing
agencies or expanded legal authority can be addressed.

Need for Institutional Accommodation

The legal authority and responsibilities of the TCDC must be
established by corporate charter with the full knowledge and concurrence
of other existing agencies. Even in matters that would continue to be
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handled by other parts of city administration such as zoning, utility connec-
tion, etc. the (1) procedural priorities available to the TCDC and (2)

means by which future disputes are to be resolved between agencies should

be defined and formally adopted.

If the TCDC is, for example, to direct and administer a corridor
master plan program, the altered responsibilities of the local city
planning department should be agreed upon in advance. In particular,
the type of formal representation or procedural inputs that are to be
guaranteed in the TCDC in area-wide development planning, Federal
grant strategy development, etc., must be identified and incorporated
into its adopted management program.

Need for Expanded Legal Authority

To a large extent,the definition of the role and responsibilities of
the TCDC will determine the level of expanded legal authority that
will be needed to establish the corporation. In many states--
Oregon, California, Pennsylvania, etc--State legislative approval is
needed to create a new development authority such as a TCDC. In an
increasing number of states --0Ohio, Maryland, Florida, etc.--
special purpose development corporations can be created by local
approval and the preparation of a standard corporate charter application.
The final determination of the level of expanded legal authority must
be made locally.

It is important to note that the (1) calendar time frame required and
(2) political prospects of obtaining expanded legal authority will
often become important criteria in either defining the role of the
TCDC or, even in the final decision,whether or not to establish the
organization. Therefore, serious legal investigation of existing local
and state statutes should be undertaken early on in the TCDC feasibility
evaluation efforts.

Summary

The entire set of institutional accommodation and Tegal issues must be
carefully evaluated during the formative stages of the TCUC feasibility
studies. Due to the unique institutional framework and varying legal
authority of most cities, the solutions to each of these issues will
not be directly transferable to other cities. However, the principles
used to resolve conflicts and attain consensus,as well as the procedures
followed by cities which implement a TCDC, will undoubtedly afford
valuable insights for others considering the concept.

After examining the funding needs and opportunities for establishing and
operating a TCDC, this paper reviews the status of cities actively con-
sidering or which have already decided to form this type of development
corporation.
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FUNDING/STAFF REQUIREMENTS

Background

To date, a TCDC has not been established or even formally approved for
funding under existing Federal legislation. The only technical bases
available to estimate staff requirements or identify funding eligibility
are: (1) previously completed 8/ or ongoing research 9/ undertaken
by UMTA or local cities and (2) tentative draft guidelines. However,
what has been learned or thus far documented still provides valuable
guidelines for cities that are or would consider establishing this

type of development corporation.

Funding Requirements

In order to establish and maintainthis type of development corpora-
tion there are four types of funding support that will be required.
The key elements of a comprehensive TCDC financial program should in-
clude provisions for: (1) feasibility/policy formulation studies; (2)
management/organization evaluation studies; (3) staff recruitment,
ongoing legal, and administrative payroll costs and (4) local
capital investment funding. In Table I, shown on the following page,
the order of magnitude of estimates, tentative of their costs, the
available funding sources and the tentatively adopted eligibility
criteria to secure their funds are presented for each major program
element.

Staff Requirements

During its formative years, the professional staff requirements of a
TCDC would typically involve: (1) an agency director, (2) a project
manager, (3) a financial analyst, an inter-agency program coordination
staff and (4) an appropriate level of administrative (i.e. secretarial,
accounting and legal) support. Specialized professional service
needs such as appraisal, possibly legal,etc.,would probably be con-
tracted for. Initially, site plan reviews and engineering feasibility
analysis would most logically be obtained through inter-agency agree-
ments. The actual administrative/payroll budget for a TCDC would be
established during the management/organizational study phase of its
development. It should be noted that current Federal legislation only
provides for financial support to "establish" a TCDC. The eligibility
of ongoing administrative costs has not been clearly defined. Under
the pending "Urban Initiative Program" legislation a reasonable level
of ongoing administrative TCDC costs would be eligible for UMTA funding.
However, the proliferation of a larger bureaucratic entity would (1)
be discouraged by the pending Federal guidelines and (2) be counterpro-
ductive to the success of the TCDC.

Summary

Through existing or pending Federal legislation nearly all TCDC funding
requirements ranging from organization studies to capital investment
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TABLE I

FUNDING PROGRAM REQUIREMENTS TO ESTABLISH AND OPERATE A TCDC

Program Element

Feasibility/Policy Studies
(i.e. one time)

Management/Organizational
Studies a/ (i.e. one time)

Start-up Costs b/
(i.e. one time)

Ongoing Administrative
Costs ¢/ (annual)

Local Capital Investment
Funds d/ (ongoing)

Available Funding
Source

($000)
Cost Estimate

$50 - $75

150 - 200

50 - 100

200 - 250
2 - 10,000

a/ Including legal fees

b/ Including accounting, staff recruitment, etc.

UMTA (Section 9)

UMTA (Section 6,9)

UMTA (Section 3,6)

UMTA (Section 3)

UMTA (Section 3
80 - 20 match)

¢/ Includes outside appraisal, financial and legal support.

d/ Eligible capital grant (Section 3).
be available for this purpose.

Source:

Robert J. Harman & Associates Inc.
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Approved Study Design
Committed Fixed Guideway/Intermodal Center

Policy Consensus
Institution Accommodation Commitment

Policy Consensus
Preparation of Approved Management Plan/
Local Match

Establishment of TCDC
Local Match

Public Policy Consensus
Private Sector Commitment
Local Match

Local Capability

If urban initiatives legislation passes, up to $200 million will



Issue Paper: Harmon

needs could be eligible for program support (i.e. UMTA) on a 80-20

match funding basis . Technically, the corporation could be an eligible
recipient of any Federal community or economic development program as well
as private foundational support. Under any foreseeable circumstances

the construction costs of any commercial facility would not be eligible

for Federal program support. However, for those joint development project
elements that could be classified as "site preparation” costs it is quite
possible that Federal grant monies will become available. The commitment
of local matching funds equal to at least 20percent of the total TCDC program
costs will be necessary. In addition, the reorientation of local community
and economic development practices to support both the TCDC itself as well
as any approved joint development project is 1ikely to be required.

The staffing of the TCDC will most Tikely require recruitment of a
specialized group of professionals highly skilled in large scale
real estate project "packaging" and implementation. Staff needs
beyond that required for administrative support will most Tlikely not

be eligible for Federal support.
STATUS OF TCDC PROGRAM IN U.S. CITIES

Background

Currently, there are five or more U.S. cities that made formal decisions
to undertake or that are seriuosly considering efforts to establish a TCDC.
These cities include Baltimore, Portland, Jacksonville, Columbus,and
Miami. Of these cities, only Baltimore and Portland have advanced
beyond the initial commitment to include consideration of a TCDC in their
transportation facility implementation program planning. The current
status of the TCDC programs in each of these cities is highlighted below.

Baltimore

In January 1977, the City of Baltimore formally submitted a
Section 3 grant application to the Urban Mass Transportation Administration
for a joint development/value capture demonstration. This grant
requested $10 million for site preparation costs for joint development
projects at three stations (Lexington Market, North Avenue and Reisterstown).
Also included was a request for $1.2 million to establish and operate a
Transit Corridor Development Corporation.

The Baltimore TCDC is proposed to be organized as a management corpor-
ation to function similarly to the successful Charles Center Inner
Harbor. It would have an initial staff of three to four professionals supported
by outside consulting service. The corporation's role would be to (1)
manage the implementation of the three proposed joint development pro-
jects,(2) coordinate all future development within the station areas,
10/ and (3) package and foster future joint development projects throughout
the corridor.

To date, UMTA has provided an original and an amended letter of "no
prejudice"” to allow ongoing station construction to be coordinated with
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the largest of the three proposed joint development projects (i.e.

Baltimore Gardens). Public environmental impact statement (EIS) hearings

are now sghedu]ed for August 1978. Subsequent to satisfactory completion of the
process, it is expected that UMTA will approve the joint development caoital
cost and the TCDC funding elements of the Baltimore arant abnlication.

Portland

Under the sponsorship of the TRI-MET, the Portland metropolitan area has
completed a study design to undertake a detailed feasibility analysis
of (1) a TCDC, (2) alternative corridor scale joint development con-
trol techniques and (3) interim development control measures tor the
Banfield corridor. One of the unique aspects of this evaluation of joint
development techniques (including a TCDC) is that all corridor
communities and regional agencies are fully participating in the study
program from the outset. In the case of the corridor communities the
senior heads of government will participate directly in the monthly
progress/work sessions. The feasibility program has been founded under
an UMTA (Section 9) planning grant. The study will begin this summer
and will require six months to complete. If the outcome of the feasibility
study recommends a TCDC, the next step will be to apply for funding to
complete the management and organizational studies leading to implementation
of a TCDC.

Jacksonville

The City of Jacksonville and the Jacksonville Transit Authority (JTA)
are currently undertaking a DPM system feasibility study. Unique to
all other DPM feasibility and preliminary engineering studies now under-
way in the United States, a detailed examination of a TCDC was specif-
ically included in the joint development element of their work program.
One of the most important outcomes of the feasibility of the overall
Jacksonville DPM Program will be the recommendation of the implementation
techniques that will be employed to achieve joint development. The prospects
that a TCDC will be included as an integral part of this program is now
viewed to be very good.

Columbus

The City of Columbus is currently conducting a joint development recon-
naissance study in the I-670 corridor. The transportation facility
improvements under consideration include: (1) an interstate freeway,
(2)High-occupancy vehicle Tlanes; and (3) light rail. Serious consideration
1s.be1ng given to the creation of a TCDC to package and coordinate future
Jo1nF development activity in this corridor. Pending the final outcome of the EIS
hearings (scheduled for September 1978), a formal joint development program will be
adopted. Currently, it is expected that a TCDC will be a recommended part
of the overall implementation program.

Future Qutlook

... During the next 12 to 24 months, “at least one and possibly two TCDC's
will be established under the Young Amendment provisions of the 1974 Urban
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Mass Transportation Act. This approach to corridor scale joint
development is especially relevant to cities (e.g. Baltimore,

Portland and Columbus) that decided to initiate their joint development
programs well in advance of the construction and operation of the
transportation corridor improvement. In summary, this concept offers
major advantages in ensuring the successful implementation of a com-
prehensive long-term joint development program.
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IT. INTERIM CONTROL MEASURES
INTRODUCTION

During the critical period in which a community is formulating its
corridor scale joint development program, after the transportation
system improvement has been approved, land use speculation and un-
guided private development often pre-empt many joint development
opportunities, Several factors,including: (1) the strength of local
market forces; (2) the portion of vacant/developable land within
station areas under public ownership or control; (3) the scale of the
short term joint development opportunities and (4) the sensitivity of
the urban environmental integration issues determine the need for
interim control measures,

Based on these factors, varying degrees of interim control measures
have been adopted or are under consideration in most "new start"
transit cities. In the following discussion, the major types of
interim control measures that are suitable for application at the
corridor scale, are examined in relationship to their purpose, legal
requirements and operational features.

TYPES OF CORRIDOR SCALE CONTROL MEASURES

The types of corridor scale development control measures range from
the extreme of a complete development moratorium to traditional types
of master planning. Quite often special area control measures such as
sector planning serve as corridor development control measures. This
occurs when these tools are applied at all stations to provide support
for a comprehensive corridor development strategy. This latter type
of control measure is generally more politically acceptable and in
many instances, can achieve the same result as more stringent types
of controls.

The purpose, legal requirements and operational features of the six
most prevalently used (or considered) types of corridor scale control
measures are presented in Table 2, shown on the following page. Even
when the type of control measure is selected, local policy consider-
ations and community input will determine its duration, and geographic
coverage. It should also be noted that there is a considerable amount
of flexibility regarding the Tevel of control that is established
through the application of any of these types of corridor development
control measures.

The selection of the type of corridor scale control measure should
take into account (1) existing legal powers, (2) the magnitude and
timing of "indeed" market pressures, and (3) the calendar time frame
required to formulate a corridor scale joint development strategy and
program. For example, if the joint development planning efforts begin
late in the system construction process and immediate public sector
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Corridor Content Measure

1.

Moratoriums

TABLE 2. INTERIM CONTROL MEASURES

Purpose

o Complete freeze on all new
development

¢ Undertake a comprehensive revi-
sion of zoning, public infra-
structure plans in relation to
a staged development strategy

® Increase the effectiveness of
existing local development con-
trols by concentrating on com-
bining existing legal authority

o Strengthen and revise existing
zoning controls within corridor
areas

e Immediately apply urban renewal
district controls and legal powers
to all station areas in accordance
with comprehensive development
strategy

e Allow all development to proceed,
with knowledge that projects will
be subject to stricter planning
requirements and special types of
tax levies

2. Masterplanning

3. Joint Powers Agreements

4. Sector Planning

5. Urban Renewal Districting

6. Benefit Assessment Districts
SOURCE: Robert J. Harmon & Associates
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Legal Requirements

Concensus political decisions by
corridor communities

Enabling state legislation unless
now available

Concensus policy decision by corridor
communities

Application of existing legal authority

Concensus policy decision by corridor
communities

Preparation and execution of a con-
tractual agreement between all affected
jurisdictions or special purpose
entities

Revision of existing zoning code or
policy decision by general purpose
governments

Concensus political decision of each
municipality

Enabling state legislation unless
available

Full public hearing process with
affected land owners
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action is required, then there is no time to seek enabling legisliation
for any new type of controls. Similarly, existing legal authority may
be the only means to establish interim controls until comprehensive
planning can be completed. In general,the more stringent types of con-
trols should only be considered for very high growth corridors.
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REVIEW OF RECENT OR PENDING CORRIDOR CONTROL DECISIONS

Several of the cities most actively involved in joint development
program planning have recently made decisions regarding interim or
long-term transportation corridor development control measures. The
following discussion reviews the background and expected results of
these decisions.

Baltimore

In July of 1977, the City of Baltimore designated all nine rapid
transit stations on the Phase A-1 system as general districts. By
this action all future private development was "automatically" re-
quired to be in compliance with the station area master plans that
were being developed for each station. This decision provided both
interim and ° ng-term control within the context of a comprehensive
corridor development strategy.

Results

The decision has allowed the city time to complete its station area
master plans and receive community input before finalizing either
station designs or circulation plans. At the same time unwarranted
speculation at or near station areas has been reduced and private
sector develc nent plans can proceed within a consistent public
policy framev rk.

Montgom« y County

The Maryland National Park and Planning Commission has recently com-
pleted the sector plans for each of the twelve WMATA stations located
in Montgomery County. This sector planning effort was initiated
under special enabling state legislation passed in January of 1973,
No zoning change decisions were allowed in the designated station area
until the sec »r plan was completed and formally adopted. High,
medium and low growth stations were also defined.

The trat ic capacity of local streets and the general goal of refo-
cusing high-density development nearer to "high growth" station areas
were the major parameters used to allocate the revised estimates of

station area holding capacity.
Results

The resc ation of local community concerns regarding high density de-
velopment required a longer time period than was originally enyisioned.
As each sector plan is adopted, however, private development can pro-
ceed within a consistent public policy framework, It should be noted
that each sec >r plan has been approved well in advance of any station
opening. In addition the individual sector plans will be automatically
reviewed every three years to take into account changes in local mar-
ket or traffic conditions.
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The City/County of Honolulu

The City and County of Honolulu has this past month prepared a draft
set of comprehensive corridor zoning regulations for the proposed
alignment row of the HART rapid transit system. This development con-
trol measure will allow an orderly coordination of future development
within the context of adopted station area master plans.

Expected Resuits

When implemented ,this corridor scale control measure will reduce un-
warranted speculations and provide a realistic basis for private sector
investment planning.

Portland

In July of this year, the Portland metropolitan area will undertake a
comprehensive feasibility study of both the TCDC concept and a full
range of interim control measures from sector planning to moratoriums.
The significance of this study is that all corridor communities are
fully participating. In addition, it represents the earliest time
in the implementation schedule of a major transportation facility in
which comprehensive evaluation has been made of corridor scale joint
development implementation techniques,

Future Outlook

Ultimately the decision regarding either interim controls or long term
coordination measures establishes the basic policy framework for the
corridor communities'overall joint development program. Therefore,
the timing and outcome of this decision is very critical to the pro-
gram's success. Both from the public and private sector viewpoints,
the earlier this policy evaluation begins the (1) better the "public
interest" is served and (2) the greater the overall economic returns
will be to the system and the city.

In my view, this policy formation process should begin at or before
the start of the preliminary engineering phase of transportation system
development. When this occurs, joint development packaging can be under-
taken soon enough to prevent construction delays. In addition, it then
will be viewed and accepted as a cooperative rather than an antagon-
istic input to the station Tocation and desigh process.
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As defined in the Young Amendment contained in the 1974 Mass
Transportation Act.

Meaning one required to become financially self-sustaining.

Three of the cities (Baltimore, Columbus and Jacksonville)
that have decided to, or are most actively considering creating
a TCDC, have existing development corporations or authorities.

Land assembly, property negotiation, lease term negotiations and
project approval.

Especially through the addition of senior staff experienced in
private sector project packaging and coordination.

This is especially true in the case of the pending Urban
Initiat- 2s Program funding ($200 million per year) prepared
by the Carter Administration for joint development under the
Urban Mass Transportation Administration.

This type of regional forum "consensus" model evaluation of a
TCDC is now underway in Portland, Ore,

See"Joi1 Development Implementation Strategies and Techniques'
report prepared by AMRA (1977) for the Urban Mass Transportation
Administration.

Especial y the direct city consultation work now being conducted
by the Rice Center Joint Development Team.

Baltimore declared all station areas as renewal districts by City
Council action in July of 1977.
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INTRODUCTION

People, rail, brick, and mortar are the orime elements in Jo1nt
development and urban rev1ta11zat1on The architect's and engineer's
plans, the draftsman's T-square, and the builder's trowel have achieved
excellence in the structural improvement of the physical environment.
For the most part, however, developers have not done as well in
improving the human side of their creations.

Transit is a catalyst and a stimulator of physical and economic
development; it is also a catalyst and stimulator of social development.

Urban Mass Transportation Administration (UMTA) assistance to pub-
1ic bodies in carrying out mass transportation projects covers a range
of activities which result directly in new transit facilities, transit
malls, rehabilitation and refurbishment of existing stations, pedes-
trian walkways, and indirectly in business communities, residential
areas, and recreational facilities. The funds used in making these
public improvements have a multiplier effect, not only in the fiscal
sense, but in the broader social sense as well. Transit-related deve-
Topment provides new opportunities for local participatory planning,
employment, and minority business. By capitalizing on these opnortu-
nities, joint development and urban revitalization programs can achieve
the social objectives that have eluded past Federal efforts to produce
economic stability and improve the quality of life in cities.

The UMTA joint development effort, however, has not so far focused
adequate attention on the human, economic, and social potential which
is created by urban revitalization projects. When the first UMTA joint
development conference was convened in September 1976, there was consi-
derable discusssion of station impact, slum clearance, new activity
centers, high density concentration around stations, and corridor de-
velopment. Conversely, there was Tittle discussion of people involve-
ment from Day One to the completion of structures and about what happens
to people in the redeveloped snace and the contiguous area after the
builder has vacated the site.

In the nearly two vears since the first conference, increasing
emphasis has emerded on the relationship of urban revitalization to
local governments, neighborhoods, and voluntary associations. Presi-
dent Carter, in his new urban initiatives, Mew Partnership to Conserve
America's Communities, has stated that the objectives of Federal
assistance are to arrest and reverse the deteriorating infrastructure
of core cities which causes economic decline and population migration.
Three of the six principles of the new partnership are people-oriented:

o To involve all levels of government, the nrivate sector,
neighborhoods, and volunteer associations.

e To increase access to opportunities for disadvantaged people.

® To focus resources on conserving existing communities.
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To carry out these principles the President proposes to:

e Provide employment opnortunities for Tong-term unemployed and
disadvantaged persons in urban areas.

e Encourage States and neighborhood groups to become partners in
urban revitalization.

o Improve the physical environment and cultural facilities in
urban areas by producing additional assistance for housing,
mass transit, the arts, and recreation.

The Administration's position on urban conservation offers a new
opportunity for UMTA to rewrite its chapter on the nontransportation
impact of transit decisions, to make decisions which take into conside-
ration the economic, nolitical, and social effects of mass transit on
the quality and form of urban Tife. States, cities, developers, and a
cast of urban participants must negotiate, under Federal leverage, a
means of bringing about a more equitable distribution of involvement and
benefits to urban dwellers in the community rehabilitation process.

There are three areas in which action must be taken in a specific
and timely manner to assure that the people's interests are realized:

e Participation of local neighborhood organizations and cities
in planning, site selection, transit station design, and
resulting area development.

e Employment and training, through setting aside jobs and the
provision of training for unemployed and disadvantaged youth.

e Provision of opportunity for minority businesses to reach
their full potential.

PARTICIPATION

Penetrating the business participation cycle by citizens in core
cities is no easy task. The planning, financing, and construction com-
munities are a tight-knit fraternity with protectionist patterns that
make change and inclusiveness difficult. Moreover, many of the partici-
patory programs which resulted from the Great Society and New Federalism
programs of the last dozen years have left developers with a negative
view of the merits of citizen participation. Many experimental efforts
at community involvement were fragmented and poorly coordinated, pri-
marily because these efforts were understaffed, underplanned, and
underfinanced.
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There is substantial evidence to show, however, that where social
and human development values are given equality with the development of
physical facilities, and where staffing, planning, and financing are
adequate, effective group participation occurs.

The salient element, however, is timing. Participation must begin
at the beginning, and be inclusive in each phase of the process. Through
participation on representative boards, citizens must be part of the
planning, design, and approval process. Advisory committees must parti-
cipate in site selection and in economic and social impact analysis.
These groups must be involved in the establishment of community develop-
ment corporations and other community-based economic infrastructures to
carry out urban revitalization during and after the transit construction
is completed. These recommendations, properly applied, will go a long
way in humanizing joint development.

EMPLOYMENT AND TRAINING

The major metropolitan areas of this country contain a high concen-
tration of minority and disadvantaged unemployed youth and adults.
Many of these metropolitan areas are already recipients of UMTA funds
to improve mass transit and to revitalize their areas. Without a doubt,
these transit improvement program investments have a major employment
impact. The Department of Transportation estimates that each billion
dollars of transit funds results in up to 83,000 person-years of employ-
ment.

Several of the recent major UMTA funding commitments have included
requirements for employment and training opportunities for minorities and
unemployed youth. These efforts should be expanded through concurrent
action by local transit authorities, joint developers, and local govern-
ments:

@ To establish apprenticeship training programs.

e To develon additional manpower training programs to assure
skills for the operation of transit systems.

e To set a percentage goal for the employment of unemployed
youth.

e To employ residents of target areas.

These programs should be a part of a planned effort to make the
system work for the unemployed urban dweller by making him or her part
of the system. This simplistic axiom takes more than sloganeering to
make it work; it requires the system to deliver training skills and to
provide gainful employment to the ultimate beneficiary--the unemployed.
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The Department of Labor encourages the establishment and expansion
of apprenticeship training programs based upon the size of the construc-
tion project and the projected manpower needs of the area over a period
of time. These prcjections are made so as to assure that adequate skills
are available when public works projects are begun. Therefore, public
bodies must consult with the Denartment of Labor and local apprentice-
ship training councils to ascertain the necessary level of participation
to meet the construction requirements before joint development projects
are underway.

The construction of transit stations, pedestrian walkways, office
buildings, and the development of the surrounding area generates new
categories of occunational needs. Additionally, the initiation of rail
rapid transit service requires the training and deployment of new techno-
lTogical skills. The magnitude of the training needs and the critical
construction path require careful planning and coordination with all
elements--Federal, State, city, and community--at an early point in the
planning process.

The establishment of employment goals for affected classes of
Americans in the construction industry work force is an accepted prac-
tice. In joint development and urban revitalization this requirement
is the single most imnortant factor in assuring benefits to the ultimate
beneficiary--the unemployed. The establishment of realistic employment
goals at the local Tevel by UMTA grant recipients in consultation with
local groups reviewing local conditions is the best way to assure accep-
tance and understanding of the objectives of the employment program.

When major Tong-term construction nrojects, such as transportation
complexes, are undertaken in a neighborhood, it is recommended that
residents of that area be given some job preference. This site-specific
employment creates economic stability in the area, minimizes disruption
and inconvenience, and nromotes project acceptance.

These employment programs can be carried out through the establish-
ment of new programs and the review of existing programs in conjunction
with schools, private nonprofit organizations, apprenticeship training
councils, etc. UMTA has and will continue to participate in the cost of
these project-related programs.

OPPORTUNITIES FOR MINORITY BUSINESS ENTERPRISES

The establishment of sound business firms is a challenge to anyone,
but it is an even areater challenge to minorities and women. Recogni-
zing the importance of a viable business structure to the minority
community, as well as the notential offered to minority entrepreneurs
by UMTA-assisted transit improvement projects, UMTA has already gone
far in defining specific reaquirements for the utilization of minority
business enterprises (MBE's). The transfer of the UMTA MBE principles
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to joint development and the guidance and technical assistance available
make accomplishment in this area highly Tikely.

It is important to plan for MBE partic' ation at an early stage
in the development process. MBE's are available to carry out many of
the categories of work which are required to plan, design, and construct
the transit system and the buildings resulting from joint development
efforts. Moreover, the redeveloped area will encourage the establish-
ment of additional minority-owned firms to serve the community. Finally,
minority banks can provide the full range of services offered by other
banking institutions and can thus be used for joint development invest-
ments. These various types of minority business participation willgreatly
strengthen the community.

In order to achieve full participation of minority and women-owned
firms in joint development projects, special programs must be established.
These firms face problems in bonding and cash flow which must be ad-
dressed. lLowered bonding requirements, staged bonding, and wrap-up
bonding are some ways to assist MBE's in overcoming their bonding diffi-
culties. The establishment of local minority enterprise small business
investment companies (MESBICs) and assistance in the formation of joint
ventures and in the development of Toan packages can aid these firms in
meeting their cash flow and start-up money problems.

Goals for the utilization of MBE's can and should be established.
Requirements by UMTA that its arantees establish and meet realistic
goals and the concurrent requirements by grantees that their contractors
meet these dgoals has proven to be the most effective mechanism for in-
suring MBE participation in UMTA-assisted activities. To ensure that
these goals are given adequate consideration in the contracting process,
UMTA is requiring that compliance with the MBE requirements of bid
specifications be a condition of responsive bidding. In this way, MBE
participation is as important a factor in bidding as are technical
considerations and the level of MBE involvement in the contract is
known when the bid is submitted.

Finally, efforts to encourage MBE's to locate in the revitalized
area will increase accentance of the project and strengthen the commu-
nitv. A coordinated effort, by the State, city, and minority and non-
minority business community, with the support of UMTA, to involve MBE's
in all phases of the revitalized effort, can Tead to substantial gains
for MBE's and, as a result, increased economic stability in the Tocal
community.

CONCLUSION
In the months ahead, the UMTA Office of Civil Rights will provide
in greater detail the guidance necessary to assist State and local

governments, developers, and neighborhoods in assuring full participa-
tion in the benefits of joint development.
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Joint development provides us with the opportunities for construc-
tive change, greater participation of development decisions, the sharing
of business with minorities and women, gainful employment for the unem-
ployed, and the fostering of project acceptance. A1l of these are
enormous benefits to our society. By properly undertaking joint deve-
lopment, we can improve our human value system, upgrade our communities,

preserve our free enterprise system, and strenathen our democratic
ideals.
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INTRODUCTION

Minority-owned businesses remain an untapped resource for public
and private joint development for a variety of reasons: developers'
unfamiliarity with the minority firms and vice versa; the lack of
effort to do business with these firms; and effects of discrimination.
Private developers do not know who the minority firms are, what their
capabilities are, and how they can be an asset to a development project.

In fact, many major developers and prime contractors view the
subject of minority enterprise participation as just one more obstacle
to efficient implementation of a project. Unfortunately the call to
increase minority business involvement has been considered as another
plea for charity or a new form of a dole.

Actually minority firms are motivated to provide quality services
and products and thereby to make a profit, just as are non-minority
firms. No black or hispanic individual in his or her right mind would
invest thousands of dollars of savings, hard work and the total effort
necessary to establish a viable business without expecting to perform
well and to benefit financially as a result. The concept of contracts
being "given" to minority firms is totally contrarv to the actual
experience of these firms.

Increasingly, public agencies are imposing more stringent re-
quirements for contractors and other recipients of public funds to
take affirmative action assuring minority businesses an equitable
opportunity to compete for work. In some instances, Tocal laws and
requlations require recipients of funds or prime contractors to meet
set goals for minority business participation. In addition, Tocal
agencies are required to adhere to Federal regulations for minority
business participation when Federal funds are involved.

In March of this year, the Urban Mass Transportation Administra-
tion (UMTA) issued stronger requirements for grant recipients (local
public agencies). These requirements, delineated in UMTA Circular C
1165.1, include provisions that grant recipients must establish per-
centage goals for the dollar value of work to be awarded to minority
firms, set procedures to ensure that these firms will have an equi-
table opportunity to compete for contracts and subcontracts, and main-
tain records of their efforts. Prime contractors are required to set
goals for minority firms and to include in their bids the names of
minority subcontractors, and the scope and dollar value of the work
to be performed.

The more stringent requirements at both the Federal and local
levels stem from the fact that discrimination in contracting on the
basis of race and sex prevailed despite general regulations to the
contrary. Less specific reauirements did not result in significant
change.
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These requirements also reflect the increased nolitical clout
of the minority business community at both the Federal and Tocal
Tevels. Yorking through their own trade associations, minority poli-
tical organizations and the major political parties, minority firms
are successfully influencing elected officials to place a greater
priority on assuring that these firms have an equitable opportunity
to participate in economic development.

This political involvement of minority firms can be an asset
to a development project when these firms are included in the develop-
ment team. Their Tobbying for a particular project can help obtain
the cooperation and financial benefits of local agencies in a timely
fashion.

The lack of communication between developers and minority busi-
nesses goes both ways in that the key decision makers in private
development firms are strangers to minority businesses. Often minority
firms with relevant expertise do not have timely knowledge of business
opportunities and are unfamiliar with the way in which developers do
business.

Yet there are many viable experienced minority firms that can
contribute to the planning, design and construction phases of develop-
ment projects. Even though the need for improvement of minority
business participation in contracting remains, during the past 10 years
minority firms, particularly architecture and engineering and con-
struction firms, have experienced considerable growth. Thus, developers
of major ventures can turn to experienced minority firms and it is not
necessary to seek out brand new minority firms.

The fact that many of these firms have performed Federal jobs can
also be advantageous to a developer or construction manager, since the
firms are already familiar with Federal requirements. If the venture
entails public funds, these firms know the paper work requirements and
restrictions of some Federal agencies. In general,the inclusion of
minority businesses in development will enhance and expand the resources
available for profitable development.

In recognition of the lack of experience of developers with mino-
rity firms, this paper offers practical suggestions for including mino-
rity firms. The following discussion briefly outlines:

e UWhat a minority firm is.

e How to identify minority businesses with experience relevant
to proposed ventures.

e How to set goals for minority business participation.

e How to assist minority firms with cash-flow problems.
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e How to provide technical assistance to minority firms.
WHAT IS A MINORITY-OWNED BUSINESS?

A minority-owned business is an enterprise that is owned and con-
trolled by one or more socially or economically disadvantaged persons.
A specific definition is stated below:

A minority-owned business is a business of which 50 percent

is owned by minority group members, or in the case of

a publicly owned corporation, 51 percent of the stock is owned
by minority group members.

Minority group members are identified as: Black Americans,
Hispanic Americans (including Mexican Americans, Puerto
Ricans, and Cubans), Oriental Americans, American Indians,
and Alaskan Natives.

This definition may seem obvious, however, there have been attempts

to circumvent minority-owned business requirements by misrepresentations
of the true ownership of a firm. One way to help avoid phony represen-
tations is to require the firm to provide a written statement 1dent1fy1ng
the firm's owners by name, percentage of stock held by each owner, and
the race or ethnic origin of the minority owners.

How to Identify Minority Businesses with Relevant Capabilities

In order to identify minority firms with capabilities relevant to
a particular venture, it is practical to obtain information on several
minority firms indicating their general capabilities; prior work expe-
rience, including the names of clients, scope of work performed and the
dollar amounts of contracts; average annual volume of business; loca-
tions in which they are licensed to work, etc. This information would
assist a developer, construction manager or Tlocal agency in making a
preliminary assessment that discussions or bids from those firms would
be worthwhile to both the client and the minority business. Clearly the
depth of this information goes beyond a simple listing of names and
addresses of minority firms.

There are several ways to obtain detailed information on the
capabilities of specific minority firms in a fairly short amount of
time. One of the fastest methods is to contact a minority trade
association which will provide information on their members, and,if
desired, circulate information on an opportunity to bid or negotiate
a contract. Attached is a list of minority architecture, engineering
and construction trade associations with addresses and telephone numbers
of key contact people. Many of these organizations have been strong
advocates of minority business participation in transportation and real
estate development and have worked closely with both Federal and Tocal
agencies to identify minority businesses.
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Other sources of information on minority firms include:

Small Business Administration Local Offices

In addition to its loan program, SBA certifies small
businesses for a set-aside program for Federal procurement,
referred to as the "8(A)" program. Many minority businesses
have been certified for this program. SBA helps the "8(A)"
firms to market their services not only in the Federal
sector, but also encourages marketing in the private sector.
In order to be certified a firm must provide detailed in-
formation on ownership, financial viability, credit infor-
mation and prior work experience. The data is updated
neriodically. Hence SBA has detailed knowledge of these
firms and will refer developers to particular minority
firms upon reauest.

Nffice of Minority Business Enterprise, U.S. Department
of Commerce

OMBE funds Tocal agencies to provide management, marketing, and
technical assistance to minority firms. Some of these agencies
have worked closely with Tocal agencies to identify minority
firms and to provide assistance after contracts have been ob-
tained. The Department of Commerce prints a directory of the
funded Tocal agencies.

UMTA Minority Business Data Bank

As a part of its effort to strengthen its minority business
program, UMTA initiated in 1977 a computerized data bank of
minority business capabilities. While the data bank was nrin-
cipally created for UMTA's own use and for local public transit
proberties, the information is available to the public at a
nominal cost. The data bank contains information on each firm's
prior experience, including the names of clients, scope of work
performed, dollar amount of the contract, aross receipnts,
bondina Tevel, etc. Prior transportation work is identified.
The data bank primarily includes architecture, engineering,
construction, CPA,and manufacturing firms, although other

tyoes of businesses are included. Developers or local

agencies interested in obtaining information about the data bank
may contact UMTA's Office of Civil Rights.

Interagency Council on Minority Business

This Council was established to coordinate activities in the
Federal Government regarding minority businesses. Although
its major responsibility is Federal, a major thrust of the
Council is to encourage minority business procurement in the
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private sector. The Council plans to create a centralized data
bank of capability information on minority firms reflecting the
experience of all of the various agencies by the Fall of 1978.

State and Local Directories of Minority Businesses

In some geographic areas, detailed canability information on
minority firms is compiled in directories. However, in some
cities this information is too superficial to be of practical
use. Local governments may be contacted for information on
minority business directories.

HOW TO SET GOALS FOR MINORITY BUSINESS PARTICIPATION

The purpose of setting agoals is to establish a benchmark for
implementing commitments to offer opportunities to minority firms
to compete for work within a specified time frame. Adequate planning
is critical to the success of minority business participation, just
as it is to any other aspect of a development project. In order to
be successful, aoals for minority participation must be closely related
to projected nrocurement needs of the pronosed venture.

The minority business community encompasses firms with capabili-
ties related to the various phases of development: planning, design
and construction. In setting goals, developers should consider their
projections for contracting and the capabilities of minority firms.
Based on this information, practical goals may be established for
minority business participation. Prior to imolementing each develop-
ment phase, the developer and its prime contractors should conduct
an outreach effort to identify minority firms using the methods pre-
viously discussed in this paper.

Factors found to contribute to successful minority business goal
setting are:

e Goals should be based on projections of contract awards
determined from the venture planning process.

¢ Goals should be expressed as a percentage or dollar amount
of total contracts projected to be awarded to MBE's.

¢ Goals should reflect the full range of nrocurement activity
and not be confined to only one area, such as construction.

e Different goals may be set by type of procurement, e.g., one
goal for architecture and engineering firms, another for con-
struction, and a third for purchasing.

¢ Achievement of MBE subcontractor goals specified by the
developer should be required of prime contractors.
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e Goals may be related to the availability of MBE's,

fioals that reflect these considerations constitute one of the most
important steps leading to effective minority business participation.

HOW TO ASSIST MINORITY BUSINESSES WITH CASH-FLOW PROBLEMS

One of the most serious problems faced by many minority businesses
once thev have been selected for a job is having sufficient cash-
flow. A developer can assist in the solution of this problem in
several ways. Proaress payments at stipulated intervals can be pro-
vided. Also, a developer's connections with banks and insurance com-
panies may help minority firms obtain Tines of credit and other
financial assistance from the lending community.

Minority Enterprise Small Business Investment Companies (MESBICs),
which exist in many areas of the country,may be useful in providing
financial assistance to a minoritv firm. The developer or construc-
tion manager's endorsement of the minority firm's recuest for financial
assistance may be a significant factor in caining approval of assis-
tance from MESBICS.

HOW TO PROVIDE TECHNICAL ASSISTANCE TO MINORITY BUSINESSES IN COMPLETING
A JOB

Every developer has a particular way in which he does business
and has a preference for particular procedures. At the beginning of
a contract with a minority firm, the developer or construction manager
should brief the firm on the requirements and procedures. Periodically
the work of the firm should be monitored so that oroblems can be iden-
tified early. The experience of the developer may be quite valuable
to the firm in solving problems. Communication between the manager
and the firm will avoid design or construction delayvs.

The techniaues for develoning successful minority business par-
ticipation in joint public and private ventures can only be highlighted
in this paper. It is hoved that these recommendations will stimulate
further exploration of this subject. Increased participation of the
minority business community in public and private development will
strengthen the economic viability of the country and enhance confi-
dence in the capability of the private sector to employ initiatives
resulting in economic and social progress.
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INTRODUCT N

How do we induce the nrivate sector to return to cities and invest
in ways that create jobs, profits, and economic growth? The answer in
the Administration's urban policy initiative involves government, the
private sector, and the residents of America's communities and neighbor-
hoods.

Two Federal agencies with sizable funds for cities have come forth
with versions of such partnerships: The Department of Housing and Urban
Development's Urban Development Actions Grants (UDAG's) and the Depart-
ment of Transportation's joint develonment program. The Economic Deve-
Topment Administration and other Federal agencies, as well as many cities
and States, are reassessing their activities in stimulating urban econo-
mic development. The potential funding is quite large, especially when
the additional private dollars the proarams intend to attract are taken
into account.

The dialogue about these programs has so far Targely focused on two
members of the partnership, the private sector and government. The
issues being hammered out revolve around what government has to provide--
in grants, loans, guarantees, tax incentives, the streamlining of regula-
tions, and so forth--to convince the private market to invest in job-
creating ventures in urban places it would otherwise avoid. This is ad-
mittedly a formidable enough challenge. But is is not enough.

If we have learned anything about cities in the past decades of
government | intervention in urban policies, then an. even more difficult
questions has to be raised that goes beyond "how" to "what". What kinds
of development do we want? What kinds of cities do we wish to encourage
with public money and pubTic stimulus?

The lessons of an older partnership between the public and private
sector--urban renewal--should remind us that the answer cannot be 1limited
to private profits and jobs, important as these are. Urban renewal did
spur some good projects and did create jobs and economic activity. VYet,
because of the Tegacy of what was and what was not built, the program
today is j lged as a failure.

The questions about "what" are most Tikely to be raised by the third
element in the economic development partnership--the residents. The
rumbles from residents have already begun, in fact, in the criticism by
neighborhood groups over the first beneficiaries of the UDAG grants and
in localized community debates over the impacts of subway construction
in Washington, Atlanta, and Baltimore.

CONFLICTS AMONG THE PARTNERS
Item: Of 50 UDAG grants to "improve the quality of Tife in our

vital urban centers," totaling $150 million, seven involved direct
aid for building hotels and seven indirect aid to projects which
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jnclude hotels as major el ents. Most involved large new center-
city construction. Neighborhood spokesmen protested the emphasis
on brick-and-mortar projects that would change the downtown skyline
and involve major devleopers.

I[tem: In Baltimore, Maryland, the Urban Mass Transportation Admini-
stration is considering the funding of a joint develooment project.
The city has developed plans for a posh shopping center, Baltimore
Gardens, adjacent to a new subway stop in the heart of the now-
blighted retail district. Federal money is to pay for acauisition
and clearance of the site, including demolition of several viable
small businesses, and buil ings that preservationists believe meet
the criteria for listing on the National Register. Final agreement
between the Federal government and the city has been delayed while
a detailed environmental impact statement is prepared considering
the architectural merits of the structures on the site and setting
forth alternatives to the city's plan.

Item: In Friendship Heights, District of Columbia, private developers
created a multimillion dol ir retail center around a Metro station
being constructed in the midst of a settled affluent community of
single-family homes. Follnwing a Tocal uproar, the area was down-
zoned and replanned. Deve »jpers believe they have been unfairly
denprived of building rights. The result is a new major shopping

area bereft of pedestrian amenities, design integration with tran-
sit,0r adequate parking.

In these three examples, residents have been sharply critical of the
decisions reached as a result of public-private sector planning. In the
first example, they questioned the kinds of jobs and development involved;
in the second, the use of Urban Mass Transportation Administration grant
funds to tear down valued older buildings and viable businesses; in the
third, the Tack of planning for the joint impacts of a transit station
and a sizable new retail center in a settled community. Such contro-
versies should really come as no surprise.

In raising such questions, residents are not necessarily right, nor
do they necessarily speak for all the residents who may be affected.
However, the questions they raise are legitimate ones not likely to be
aired without their involvement. In each instance, public officials and
private developers have been anxious to get projects underway and ways of
securing the views of the residents have not been clearly worked out.

In Toronto, Canada, a more serious confrontation occurred in the
early 70's in response to the high-rise commercial-retail development in
the downtown area adjacent to the city's subway. The coordinated public
planning and incentives which facilitated this dense development are
often praised by U.S. planners. Toronto residents were sufficiently dis-
pleased, however, to topnle the then-mayor and elect new city officials
committed to reversing these policies. A moratorium on high-rise deve-
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Topment ensued, along with a strengthening of neighborhood sentiment and
a review of the kind of development public policies should encourage.

The city's new plan down-zoned the central area of the city. Ex-
plaining the change, Toronto's planning board said the new plan, “rather
than encouraging wholesale massive change and demolition..., attempts
to strike a balance between accommodating desirable arowth and change
on the one hand, and maintaining those aspects of the area which are
perceive at this time to be worthy of retention and enhancement; its
neighborhoods, its distinctive views, streetscapes and buildings, and
its diversity of people and opportunities.” 1/

Further, following extensive public debate, the transit system is
being expanded with Tight rail (trolleys), in part to ease the pressure
for high-density development of land adjacent to the transportation
system.

Given these conflicts, it is not surprising that public officials
should be somewhat sensitive about involving citizens. The processes
have been imperfect even when one Federal agency and one program was
involved. The complexities of the new urban development initiatives,
particularly joint development, and the need to involve the private
sector, will make the issues of timely and effective community partici-
pation much more difficult.

It is in everyone's interest that the concept of partnership rein-
vestment in cities be given as much chance to succeed as possible. To
do so means addressing the issue of involving citizens, and not only
because they can be effective spoilers. Citizens have been demonstrating
their capacity to move beyond negativism to constructive involvement, and
their par icipation is both legitimate and necessary. The question is
not how long the experts can avoid controversy, but rather whether the
inevitable differences will result in divisive confrontation and con-
flict, or be resolved through processes that acknowledge the validity
of differing views and attempt to reach negotiated settlements.

WHAT IS THE PUBLIC INTEREST?

The fundamental auestion about whether neighborhood sentiments
should be incorporated into government actions that affect their lives
was presumably settled decades ago, when urban renewal was brought to a
halt as the gap between its stated objectives and the realities widened
beyond political acceptability. An early critic of the urban renewal
program, J. Clarence Davies, III, saw back in 1966 that the involvement
of neighborhood groups did not so much kill urban renewal projects in
New York as expose the vulnerability of their premises. While residents

1/ City of Toronto Planning Board, Central Area Plan Review Part 1,
Summary, October 1975, p.4.
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did delay orojects and had partial views of the city's needs, Davies
observed that "the perspectives of the experts, however, were also
Timited." He concluded, "A unitary concention of renewal goals is
both unfeasible and undesirable. A compromise among the different in-
terests is necessary." 2/

The fundamental ingredient of success in working out compromises
among different interests, according to a recent study of citizen par-
ticipation in transportation planning, is an open process. The report
defines such a process this way:

Openness means that the purpose and the content of the
process, as well as the schedule for doing it, are described
as clearly and concretely as possihle--the decisions that
have to be made, the information that will be used to make
them, the choices which are and are not open for considera-
tion and why, and the time when different steps are necessary
or desirable. It means the "ground rules" are clearly laid
out, especially about who makes decisions and on what basis.
Openness means that planning is done publicly, to the
maximum extent possible--because the decisions that are to be
made are public business....Such openness does not guarantee
that there will be trust or agreement between planners and
public, but it does help to ensure that what conflict does
take place will be over the real issues rather than over the
guestion whether an honest intent to resolve them is the

real objective of the process. 3/

0f course, such openness is an ideal rarely achieved--or sought.
The view too often persists that citizens are spoilers rather than
partners.

Joint development raises the issue of public participation in the
context of a program with multiple goals, innovative ideas about at-
tracting the private sector, and the need to involve different govern-
ment programs and levels of government with varying regulations and
requirements. Involving the community as a legitimate, even equal
partner in this, it must be admitted, raises issues not at all easy to
resolve.

2/ J. Clarence Davies, III, Neighborhood Groups and Urban Renewal,
(New York: Columbia University Press, 1966), pp. 210-212. Dr.
Davies is now Executive Vice President of the Conservation Foun-
dation.

3/ U.S. Department of Transportation, Federal Highway Administration,
Effective Citizen Participation in Transnortation Planning, Vol. I,
1976, np.8 and 9.
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So far, there are not many signals about how these will be addressed.
The defin- ions in background material reviewed for this paper stress the
striking of a deal between public officials and the private sector--not
quite the partnership advanced by the President. Federal and local
officials, along with citizens, interviewed were vague about the process,
and indiceé ed many unclear notions about the concept of joint develop-
ment itself.

The existence of ambiguities and uncertainties in a new program is
not unique to joint development, of course. The ambiguities do, however,
underscore the need for careful scrutiny of the public purpose of what
is proposed as joint development with the aid of public resources.

For example, a city may decide that it would be a good idea to have
high-density development coordinated with a transit improvement to re-
verse blight in its downtown core. Is the purpose to create Tland values
to "recapture" for the public? What if the city has to write down the
Tand costs significantly and give substantial tax abatements to attract
a developer? The prospects for recapture from the adjacent land may
evaporate. Is the purpose to create customers for a high-capacity
transportation system? Then public funds may be heavily subsidizing a
costly transit station as well as the development around it, each pre-
sumably justifying the other. If the idea is, more broadly, to create
a climate in which private investors will participate in revitalizing
cities, increase the tax base, and so forth, then a range of options
can be considered, depending on one's view of what urban revitalization
is, whom it is for, and what activities, and related transportation im-
provements, promote it. The involvement of citizens will probably
modify the ideas that public officials and the private sector come up
with.

THE DIFFERING PERSPECTIVES

Neighborhood pressures, according to Davies, resulted in at least
three major changes in New York City's urban renewal program: (1) an
increased emphasis on rehabilitation, (2) an abandonment of the princi-
ple of developing urban renewal sites to their highest economic poten-
tial, and (3) an increased emphasis on improved relocation procedures. 4/

In the decade that has followed Davies' analysis, the major direc-
tions of neighborhood thinking have not changed significantly. Indeed,
the constituency has become stronger. Today in many American cities
there is considerable interest in historic and older buildings, a pre-
ference for low scale, and a sensitivity to the displacement of people,

4/ Davies, Neighborhood Groups and Urban Renewal, P. 212.
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especially by qgovernment action. These concerns have more legal recog-
nition and political backing now. The private sector and public offi-
cials still tend to produce economic development projects that are both
large and new. There are major exceptions to these generalizations, of
course--but, on the whole, exnerience, self-interest, and preference
often produce these differences in perspective.

The Private and Public Sectors

For the public official, large projects mean fewer projects for
which paperwork must be cleared. They present the prospect of something
highly visible, photogenic, and politically salable. A big developer
may seem (and be) more responsible and solvent, more ready to proceed,
more able to comprehend government incentives, more experienced in
dealing with government red tape. Moreover, the concept of leverage
called for in the new economic initiatives--maximizing the amount of
private investment and numbers of jobs created with a given amount of
Federal dollars--seems, on the face of it, to call for the multiplier of
big projects.

New construction apneals to the private sector's needto reduce
risk. Despite signs of new opnortunities, investing in cities is likely
to be a gamble in unfamiliar territory. The predictability of costs in
a new development on a cleared site and previous experience in marketing
new buildings thus can provide guideposts in assessing the economics of
the project. Image is important too. Corporate builders of headquarters
towers can view a new structure as a statement of up-to-date thinking.
The fact that new economic functions are often involved--an exnansion in
retail, office, or tourism facilities--also favors new buildings.

A word must be said about the taxing structure, and other system
incentives which are generally acknowledged to create a more favorable
bottom 1ine for new construction over old. Economists George Peterson of
the Urban Institute and Richard Nathan of the Brookings Institute have
arqued that proarams should be "neutral" in their impact on a developer's
decision whether to build new or redo the old. Such criticisms have
modified some of the incentives that keep reappearing in governmental
programs designed to encourage the private sector. While these incen-
tives are important to recognize and modify, what may be even more impor-
tant is the fact that prevailing attitudes--both in the private and public
sectors--favor new construction, for a variety of reasons, and it may be
that the mind set creates the incentives more often than the other way
around.

UMTA's joint development program, proposed by the President for
$200 million funding, has emerged in a context that implies even greater
incentives for high-density redevelopment, since advocates talk about
attracting riders to expensive transit installations, creating high land
values adjacent to transportation facilities in order to "recapture"
some of the gain, and concentrating new development in the conventional
planning vision of rational urban form.
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The Residents

Public officials and developers will find among city residents today
some strongly held opinions about what makes a city a desirable place to
live, work, and invest. The reasons for the increased interest in city
living are complex, and probably beyond our ability to comprehend entire-
ly at this time. But a revival in many American cities is evident both
in the new middle-class, young persons attracted to city living and
among many less affluent residents, in the past often viewed as trapped,
who now act as if they want to stay where they are. 5/

This positive change is admittedly only one trend in cities, many
of which--the older ones, in particular-~continue to signal distress.
The new middle-class residential market is a trickle in many cities, but
it is a stream in a few—--Washington, Baltimore, Philadelphtia, and Boston,
for example.

e don't know how durable this trend is. Some experts see it as a
temporary phenomenon caused by the falloff in suburban building, high
interest rates, or the bulge in household formation caused by the postwar
baby boom. 6/ But at the present time, interest in living in cities
apnears to be strengthening. The message from this new market can be
summed up in the words neighborhood and conservation~~both of which are
hard to define, but which could have great significance for new economic
development initiatives.

First, the residential movement in cities primarily involves fixing
up older houses. And these older homes seem to be more than a second
choice. Their occupants 1ike the older streets, the established trees
and parks. They see as assets the Tow scale of development, the design
and character of the structures, and the mixture of architectural styles.
In some communities, neighborhood stores are reviving, although residents
value their accessibility to downtown and their shopping preferences have
not been scrutinized too carefully.

City 1living has other attractions. Many newer residents enjoy the
diversity, cultural opportunities, and sense of community they find.
Long-time residents may have deep roots in homogeneous neighborhoods, on
the other and. There are numerous community groups organized around

5/ See, for example, Phyllis Myers and Gordon Binder, Neighborhood Con-
servation: Lessons From Three Cities (The Conservation Foundation,
Washington, D.C., 1977).

6/ See for example, Franklin James, Back to the City: An Appraisal of
Housing Reinvestment and Population Change in Urban America (The
Urban Institute, Washington, D.C., 1977).

155



Issue Paper; Myers

such Tocal self-help goals as improving city services, prodding lenders
to invest in the neighborhood, diverting city traffic from residential
streets, and fixing up houses.

Mo one should be surprised when these kinds of people show an in-
terest in what happens in the downtowns, or if they think that what
they have learned in their neighborhoods about rehabilitation, scale,
amenities, and incremental change applies to economic development as
well. Maybe they have something important to say. It is, after all,
their confidence in their neighborhoods that is the basis for any
optimism about the prospects for profitable reinvestment in cities.

A COMMONALITY OF INTERESTS

Despite the different perspectives, government, private entrepre-
neurs, and residents have a commonality of interests in improving the
economic health of cities. Of course, there are extremists: neighbor-
hood people who see all public-encouraged investments in downtown as
sell-outs to businesses, and investors who don't understand why it is
important for peonle to live in the city. However, most people fall
somewhere in between, and can be persuaded by reasonable arguments, or
put off by acrimonious debate. Most people can probably agree on the
merit of using public money to see whether the city economy can provide
more jobs for the under-. and unemployed.

The questions residents raise about what kinds of projects can
best accomplish this goal and achieve other purposes as well is mirrored
in the more sophisticated language of urban experts. Thus, Professor
Norton E. Long of the University of Missouri points to the example of
New Haven, "which had more money spent on it per capita than any city
ever has or ever will" as a lesson in the failure of the trickle-down
theory of brick-and-mortar renewal of central business districts.
Professor Long believes the healthy functioning of cities is dependent
on neighborhoods "that are organized through cooperative self help to
significantly and favorably affect the security, the housing, the
employment, the health and the self respect of their inhabitants." 7/

There are successful models of neighborhood-based economic develop-
ment--Jeff-Vander-Lou in St. Louis, Hough in Cleveland, and East Balti-
more, for example. But neighborhood development projects have failed,
too. A number of large downtown projects have been misquided, it is
true--but others can be counted among our valued achievements.

7/ Norton E. Long, "Federalism and Perverse Incentives: What is Needed
for a Workable Theory of Reorganization for Cities?" Paper read at
the Woodrow Wilson Center for Scholars, Washington, D.C., September
1977.
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The fact that there is no single urban economic strategy that can
be advanced today with certainty, either at the neighborhood level or
in a downtown development project--should increase respect for varying
views and make room for accommodation. Further, while it is to be hoped
that the power of residents can be used positively to help shape our
cities, the power to delay projects, especially those funded by the
Department of Transportation, is a reality that must be taken into
account.

How then should the partners try to reach an accommodation? One
approach is to smooth the processes by which the partners plan and
review concents, make choices, and monitor results; another is to
encourage different models of economic development.

IMPROVING THE PROCESSES

Public Participation and Imnact Review

Each Federal agency is supposed to work out procedures for timely,
effective public participation. While there has been considerable un-
evenness, these procedures have, on the whole, opened up decision-
making. They have also been accused, with some justification, by ¢ i-
zens of being a charade and by developers as causing costly delays.

The economic development initiatives raise a new set of questions about
these imperfect processes. "Nothing Tike this has ever been tried
before," an Urban Mass Transportation Administration planning official
has said of the joint development program, which calls for an orches-
tration of the resources of several Federal agencies, local governments,
and the private sector in projects which may involve simultaneous
planning and construction of a transportation system along with an adja-
cent land development project.

When is a timely review? Can economic data and profit projections
be aired to the public while sensitive negotiations are underway? How
possible i< it to anticipate the growth impacts of a transportation
system? ¢ ould a plan be made public before there is developer interest?
How feasible is it to develop several alternatives? What happens when
regulations of the involved public bodies differ?

For transportation-related projects, timely review means review
before system choices are made. Citizens who think they are opting for
a transportation system, and then find its cost used as a justification
for redeveloping their communities, may become hostile unless these
changes were explicitly considered.

On the other hand, if residents want heavy rail investments in
their communities and city, an open discussion will reveal they probab-
ly have to anticipate substantial Tand-use changes. One way to resolve
this was worked out in Atlanta, where neighborhoods helped develop the
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plans for land use around stations. In some instances, greater densi-
ty was accepted; in others, not. In Georgetown, in Washington, D.C.,

the community decided to do without a subway station. But in neither

city were the land impacts discussed widely at the time the rail sys-

tem was chosen.

Guidelines for public participation and environmental impact
review under the joint development program and responsibility for their
adequacy have yet to be worked out. At this time, however, it seems
that the Federal responsibility will be more direct than is the case
with the block grant and UDAG programs of the Department of Housing
and Urban Development, which are considered local efforts. However,
impact review for Department of Transoortation nrograms can be shared
with the city to cut down duplication and red tape.

Planning and Design

Improved planning and design that takes broad community values
into account may reduce controversy. Many of the land-use conflicts
that arose in connection with the Atlanta rail system can be traced,
according to Leon Eplan, former director of that city's Department of
Planning and Budgeting, to the fact that it was Taid out initially by
engineers solely concerned with efficiency. Eplan does not necessarily
fault the engineers' training and expertise, but rather sees the need
to broaden the team of professionals working on system design. The
entire project should probably be controlled by an entity independent
of the engineering or transportation department. While this approach
may complicate the administrative effort, the end result will probably
be worth it.

The Atlanta experience also pointed up an inadequacy of basic
planning data about the city's housing stock. Major investments in
transportation systems or redevelopment projects in a city call for a
careful, current review of existing buildings and communities in and
around the site. Residents should participate, so that they can signal
to project planners what is of value and what their priorities are.

Planning money for these activities is not easily found. The
Department of Housing and Urban Development has recently taken the
welcome step of making environmental design an eligible cost under
the community development block grant program. Funds for mass trans-
portation planning are allocated through regional planning agencies,
however, and thus may reflect regional priorities more than those of
local jurisdictions.

Protection of Historic Assets

There has been a significant increase in the numbers of buildings
recognized as having special significance since urban renewal days.

158



Issue Paper; Myers

Federal funds can't be used to knock them down quite as easily as in
the past, both because of legal protections and because a broader
constituency cares about them and recognizes their contribution to the
current wave of revitalization.

These protections are especially potent in the case of Department
of Transportation funds, a legacy of the highway battles. The power
of citizens to cause delay may be very frustrating to project planners
and developers. Yet, it should be remembered that the protections in-
corporate values learned only after considerable damage was done in
cities. Rather than attemnt to end-run the provisions, nroject planners
should consider in advance various alternatives to deal with older
buildings on the site that may be siqnificant to the city, the State,
or the Nation.

Oliver Carr, a private developner in Washington, D.C. appears to be
taking this approach. Carr is developing a major block-sized retail
and commercial development near a new downtown Metro station. He has
employed a preservationist to come up with snecific mechanisms and
sources for reducing the dollar Toss in construction costs and rentable
space attributable to incorporating landmarks on the site into the
project. Developers using public funds may find their project cost
reduced if they plan to reuse older buildings,since this could signi-
ficantly Tessen the time needed for approval.

Zoning

Often, areas have been zoned without careful planning, or the
zoning is obsolete. The undertaking of a joint development project
calls for a careful review of existing zoning on and around the site.

In areas where market interest is high, zoning bonuses for amenities
and design could be considered. Residents may view change more favo-
rably if they see some community benefits, and the time to negotiate
these is before the developer has a legal right to go ahead with a plan.
On the other hand, if zoning is changed quietly, or a private-public
arrangement comes to light that takes advantage of very generous zoning
that has not been previously used, an uproar can be expected.

A significant problem is that in many instances, residents find it
difficult to visualize the impacts until a project is well along. When
they then respond critically, developers and officials claim, often
with justification, there was an earlier opportunity for the community
to register their objections, while citizens may say they weren't
really informed about the implications.

There is no easy answer, except to stress the need for public
officials to make a significant effort to meet with the community early,
to take every effort to give the community an idea of the impacts of a
proposed zoning change, and to avoid giving a developer permits as a
matter of right until the community has had a full chance to react.
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Reducing Adverse Impacts

Some impacts may be temporary or are compensable. In Friendship
Heights, the community was concerned over the traffic that new develop-
ment would induce. After years of fighting, traffic diverters were
installed to keep shonpers' automobiles off residential streets, and
some neighborhoods instituted parking permit systems to prevent all-day
commuter parkers from clogging the streets. Subway construction is
being speeded with extended work hours to reduce the time the community
will be impacted with the noise and pollution of construction. The
greater openness of local officials now to legitimate concerns of
nearby residents has earned them respect and cooperation.

ENCOURAGING MANY MODELS

Processes alone are not the complete answer. How do we encourage
good things to happen in cities? Even the most enthusiastic advocates
for cities must admit the uncertainties faced by private investors as
they look for profitable investments in cities. Even though there are
signs of upturn or bottoming out in some older cities, their future
economic role is unclear. Will some prosper and others decline? How
will functions change? No one knows.

These uncertainties suggest the need to exper1ment with a variety
of models and to plan incrementally.

Neighborhood advocates stress the need for long-term jobs in the
community--small businesses, local services, rehabilitation and mainte-
nance crews. While these do not have the immediate job impact of
construction created by a new highway or demolition, they may provide
significant longer-term job oppnortunities and strenathen the neighbor-
hood as well.

Further, there are models of successful downtown development pro-
jects that accord hoth with the conservationists' valuation on existing
assets and amenities and the developer's need to lessen risk. In Port-
land, Oregon, for example, joint development involved a modest public
investment in a transit mall and street furniture. Private owners re-
furbished the adjacent older retail buildings, downtown business picked
up markedly and, as a result, over $100 million in rehabilitation and
new development has been invested around the downtown core. The Port-
land strategy offered a way of testing the economic climate. If down-
town profits did not pick up, Portland would not have destroyed viable
buildings and businesses.

In some cities, developers have discovered profitable new markets
in the reuse of older buildings. Such areas attract people because
they are pleasant places to be. Imaginative combination of old and new
structures, combined with open spaces, greenery and a blend of activi-
ties--not all commercial--have proven to have a special appeal.
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The historic Faneuil Hall area of Boston, for examplie, has been
renovated into an exciting city shopping area whose gross sales signi-
ficantly outpace the same developer's suburban malls. The positive
impact of this once-blighted space is spreading outward to neighboring
streets. Around the Pike Place Market in Seattle, a rehabilitation
strategy provides a viable economic alternative to a discarded plan
for a Tuxury highrise residential, hotel, and convention complex. The
area's special character--including its low income, elderly residents--
has been maintained while jobs have been created. Both of these deve-
lopments are in central locations and attract dense pedestrian traffic.

A joint development model in Union Square, in New York City, in-
volves the restoration and redesign of a neglected park and rundown
subway station. Funding sources include a foundation, a public utility,
and the Urban Mass Transportation Administration. Through this
investment in a blighted area well-served by transit, the public
will create an attractive urban space in the city. There is some
feeling that this is an opportune time for private investors to put
money into nearby vacant, underused, and deteriorated structures,
but the timing will be up to them.

A STRATEGY FOR PARTNERSHIP

The conservation mode is not offered as a single approach for a
city, any more than any other. There is a need for new development,
and conservationists must move beyond their often automatic rejection
of new development. They should help in identifying priorities and
welcoming private investor interest in areas that have suffered from
lack of market attraction. The concept of Tleveraging public funds
deliberately to attract the private sector is an attractive idea,
and probably the only one that fits today's constraints. But the
perspectives of what might be economically healthy for cities and their
residents needs to be enlarged, and government incentives and examples
should encourage many models.

The public can help check the tendency of public officials and
the private market to get carried away by their own plans. Residents
may delay projects or even kill them--but sometimes this is because
they are asking the right questions about projects developed with
nublic funds: What are the alternatives? What will each accomplish?
For the city as a whole? For its economy, for its people, for its
livability?

How can these questions be weighed in an atmosphere in which the
participation of private investors is needed? How can our still-
evolving open processes apply to these new economic development initia-
tives? The only answers seem to be "not easily" and "yet they must be."
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There is a tension between getting some done quickly and an
appropriate determination of the public interest. The arguments for
action are compelling to public officials who want to demonstrate to
skeptics that they can make the partnership work. The perils of an
overly hasty approach, however, are considerable.
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INTRODUCTION

Role and Client

The Market Street East project lay dormant from 1964 to 1969, since
government funds were unavailable to construct the public infrastructure,
and interest by private developers lagged. In 1969, Bower and Fradley
Architects was retained as architect for the 1234 Market Street project,
to design a mixed-use structure, primarily office, on the south side of
Market Street to tie into the adjoining landmark buildings--the Philadelphia
Saving Fund Society O0ffice Tower and the John Wanamaker Store.

This private development, with public facilities funded by the
Department of Housing and Urban Development, put in place the first
increment of the Market Street East spine, containing a three-level mall,
a main level tied into the Federally funded subway station improvements,
and the upper level connecting the store and banking facilities over the
street network. As stated by Mildred Schmertz in "New Directions for
Downtown and Suburban Shopping Centers" (Architectural Record, April
1974): "In the process of designing 1234 Market Street, Bower and
Fradley strongly reinforced the Market Street East concept and literally
brought it back to life. The Redevelopment Authority rewarded them by
naming them Coordinating Architects to continue the work and bring the
Market East design up-to-date."

From 1969 to 1974, we redesigned and undated the Market Street
plan to prepare for project execution. This role involved on-going
urban design study, in concert with the Market East staff, to accommo-
date prospective develoners. Under separate contract to the Redevelop-
ment Authority, we prepared the complete schematic architectural and
engineering documentation for the five-block area, and carried the first
phase of public improvements to final working drawings.

In 1974, during a period of intense evaluation regarding the pro-
ject's viability and funding sources, the Rouse Company became interes-
ted in the project and engaged us for a crash redesign effort to deter-
mine the viability of the project to meet their requirements for a major
retail complex. These studies indicated initial feasibility, and Rouse
entered into negotiations with the Redevelopment Authority to become
the developer. As a result, we were retained by the Redevelopment
Authority to be the architects for the joint public-orivate development
culminating in the GALLERY at Market East, which was opened in August
1977.

Our present role in the Market East project is as architects for the
public sector, under contract to the City's Department of Housing and
Community Development. This is primarily an urban design effort to re-
late to the surge of new activity, both public and private, as a result
of the phenomenal success of the GALLERY project. This includes the
redesign of a new commuter rail station to accommodate air rights deve-
lopment; a scheme for the 1000-block involving joint development by J.C.
Penney Company, the Rouse Company, and an office developer team; and a
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major commercial rehabilitation of the historic Reading Railroad Station
and Shed by the Rouse Company. In all this work we are representing the
public sector with other professionals under contract directly with their
respective developers and public agencies. This involves initial de-
sign studies to establish the framework and then on-going design consul-
tation.

Market Street East

Market Street East i< an ambitious commercial urban renewal pro-
ject of the City of Phila :1phia, extending six blocks from City Hall
almost to Independence Mall. The project has been in planning since
the Tate 1950's by the City Planning Commission, the Redevelopment
Authority, and their consultants. Its current form is the work of
Bower and Fradley, the coordinating architects, building on concepts
by Edmund Bacon developed successively by Willo Von Moltke, Ramaldo
Giurgola and Skidmore, Owings and Merviii.

Market Street East is a unique urban mini-city containing most of
the major uses found in a city core. The goals of the project are to
revitalize the city's major retail shopping district; to help the center
city capture a major share of the anticipated regional office demand
through the 1980's; to complete the interface of Philadelphia's poten-
tially superb transit system; and to create a humane pedestrian environ-
ment for business, shopping, working and entertainment.

As in all the previous plans for Market Street East, a major mixed-
use commercial complex has been envisioned to tie together the existing
downtown department stores--originally five, now reduced to three with
a fourth in plannina.

The GALLERY at Market East

The GALLERY at Market East, a fully enclosed four-level mall, con-
nects the refurbished Strawbridge & Clothier Department Store and
Gimbels, the first new department store to be built in a northeast city
since World War II. The project is tied by pedestrian bridge to a new
parking structure and by lower Tevel malls to a renovated major transit
station. The project is unique in its use of air and subsurface rights,
and in its joint development by the Redevelopment Authority Company
acting as lessee, manager and developer of the interior retail space.

DESIGN ISSUES

Plan for Ultimate Density

Bower and Fradley's charge in 1969 was to develop the urban design
framework for a nroject of much greater magnitude than originally pro-
jected in the 1964 Urban Renewal Plan. The new economic projections in-

dicated a need to increase the office segment of the plan from 3 million
square feet.
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Prior to this time, there was great concern for ensuring major
emphasis and activity at the mall level, one Tevel beneath the street.
Therefore, all office cores and lobbies were taken to the mall-transit
level. With the increase in densitv, the cores arew in size from 8 to
10 elevators to 18 to 20 elevators. This would result in extended in-
terruptions in retail frontage of over 100 feet. As a result, we
redesigned the three-dimensional framework and placed all office and
hotel Tlobbies one Tevel above the street. In the GALLERY project,
there is anair-rights provision for a hotel with Tobby at the fourth
Tevel.

Project Staging

The project was originally envisioned to stack many of the uses
to provide a compact plan and reduce land acquisition and relocation.
The vertical mix included commuter rail and truck tunnels, retail uses,
car-bus arrival, narking, and 30 floors of office and hotel uses. In
the redesign stage, while attempting to accommodate the varying needs
of the private developers and the availability of public funding, we
found it imperative that the project be planned for stage development
to meet changing market demands, and that it had to be articulated with
elements which could function separately before all the components were
in place. This was accomplished by sliding the parking out of the sand-
wich and Tocating it to the north adjoining the development. This
allows the demand for narking to be satisfied independent of, and in
response to, private development.

Project Controls

In the early development of the Renewal Plan, elaborate detailed
controls were developed for all facets of the project. Due to the
uncertainties of the marketplace and the loss of Federal loan and
grant quarantees, it was not possible to update and maintain the con-
trols, or to guarantee funding.

The Market Street East staff was, however, able to use a great
variety of on-going negotiations to overcome this impediment. By
having available an urban design effort with very specific architectu-
ral, engineering, and cost information, it has been possible for the
disposition agreements to be worked out with active design participa-
tion rather than relying on controls set down in the absence of the
real world pressures. This was the case in the negotiations with the
Gimbels Department Store and the joint public-private development of
the GALLERY, in the latter case with the design effort an integral
part of the team effort.

Building and Zoning Codes

The project was of such a magnitude and complexity, with such
unusual building requirements, that its viability depended on prior
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assurance that it could be built within public code Timitations. The
major issues involved multi-Tlevel open spaces penetrating through a
variety of public and private activities, design for open balcony
circulation, open shop fronts, and continuous climate-controlled
pedestrian Tevels for six city blocks, to mention a few. As part of
our schematic design contract, we were asked to develop with the City's
Department of Licenses & Inspections and Fire Department a complete
code review to establish guidelines and secure variances and approvals
prior to the developers arrival on the scene. This was done over a
period of a year, and set down in a set of documents so that each
developer was able to plug his work into a framework which was already
developed. This was done in the case of the GALLERY project. Once on
board, the developer was able to go back tc the city and refine and
elaborate on the framework already establis..ad.

Freestanding Public Imorovements

During the redesign stace, it was anticipated that the public
facilities would be Federally financed and that Department of Housing
and Urban Development guidelines would have to be followed. The major
issue was the insistence that all public facilities must be free-
standing. To adhere to this requirement, the ublic truck street, malls,
bridges, walkways, and skylights were oraanizea in a vertical envelope
with their own structure and mechanical systems. The private develop-
ment had to have independent columns and transfer structures where it
was superimposed over public space. Obviously the complexity and cost
impact was tremendous.

With the advent of the Rouse Company's interest in the project in
late 1973, and their conviction that this reauirement could be adjusted,
we began a redesign of the GALLERY portion with combined public
facilities and retail shell. ~ e simplification and reduction in pro-
ject costs were convincing. As a result, the City's Market Street East
staff and Rouse were able to pi sent a unified project to the Depart-
ment of Housing and Urban Development, and support the safeguards in-
tended with their long-term commitment. The project has been executed
on this basis.

Transportation Improvements

A major objective of the project has ' en to tie together the
transportation network which includes: two ubway Tlines, the PATCO
high. speed rail line to New Jersey, buses, trolleys on grade and below,
and a projected center city railroad commuter tunnel and station in
Market Street East.

The scheduling of the transit improvements has been accomplished
by making application for rehabilitation and construction funds to
complete the interface of public areas simultaneously with the con-
struction of each piece of development: i.e., 13th Street Subway
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Station rehabilitation and platform extension with 12: Market S- eet
Building, 8th Street Subway rehabilitation and platform extension with
GALLERY mall, and construction of a segment of the commuter tunnel
under Gimbels and the GALLERY during that construction. This approach
allowed coordination of our design efforts with that of the transit
consultants in shared facilities and compatible forms, materials, and
graphics.

Pedestrian Studies

During the redesign of the Market Street East Compiex, we had to analyze
the impact of an increase in project density from 3 to 10 million
square feet, resulting in a projected increase to some 65,000 of the
number of persons to be accommodated in the public pedestrian areas
at the peak hour. We were particularly concerned that space sized to
accommodate the peak-hour crush not appear devoid of activity in off-
peak periods. Working with Wilbur Smith Associates, we were able to
project pedestrian flow in all public areas for various times of the
day. To visualize the actual physical result, we used a 1/4-inch
model and filled the space with cutout photographs of real people
to simulate the actual density, recording the various conditions
with color slides. As a result, the configuration of the spaces was
adjusted to ensure a balance of activity.

A most interesting real-life condition has resulted in the ulti-
mate design and use of the GALLERY portion. The Rouse Company re-
quired about 200,000 square feet of retail area to make a viable re-
tail center. To do this we had to add a fourth level, add retail
space on pedestrian bridges over the street, and reduce the width of
most of the public snaces. The result is to be experienced in the
actual project. The number of people coming to the project has ex-
ceeded expectations, and will increase once the commuter station
block and the Penney-Rouse Development comes on-line. To say the
least, it is alive with activity.

The Architectural Form

Any project which is made up of the scope and variety of inter-
connecting elements involved in Market Street East cannot be thought
of in plan only, but must be conceived as a three-dimensional mix of
public and private activities. In any great city, the most important
streets project a character and expression which influence the nature
and order of the buildings associated with them.

The GALLERY project is Tike an iceberg with much of the total
volume unseen and below grade. This is necessary to allow the main
mall and transit station public areas to extend uninterrupted beneath
the existing street network. To remove the stiama usually associated
with below-grade pedestrian areas, providing access to asements and
lighted by holes cut in the ground plane, we simply extended the
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ground treatment through stepped, cascading courtyards to the Tower Tlevel.
To ensure the dominance of this level, all public space at street and
above is made of balconies edging and bridges passing through the space.

To achieve a coherent scheme of ever-changing volumes, we established
a simple palette of materials--red tile floors, white metal columns, walls,
fascia, and ceilings--which enclose all public elements. A1l color and
animation are in the ever-changina retail activities, landscape,and
public graphics. The natural 1i¢ t is the glue that binds the spaces
together. The public pedestrian streets are enclosed with a glass roof
which transmits constantly changing Tight and shadow to the floor of the
mall; the public Tighting adds 1ife both day and night.

ROLE OF THE URBAN DESIGNER-ARCHITECT

As described earlier, Bower and Fradley has maintained a continuous
involvement in the project for more than seven years under contract to the
public sector, with direction from the private developer acting as
development consultant. Prior to that, we were involved in Market Street
East under contract to the private sector, with responsibility to meet
the public objectives in Federally funded areas. In addition, we have
had numerous smaller contracts with Rouse Company for special facili-
ties--Market Fair, in space they lease from Gimbels, special studies,
their work within Strawbridge & Clothier and the public facilities pro-
vided by them. In all these circumstances I feel our work is related;
there is a common underlying set of objectives that is our responsibi-
1ity as "City Architects" to fulfill.

Our continuous role has provided a stability and continuous exper-
tise and knowledge that can only come with involvement. One of the
major concerns in any long-term,large-scale proiaect is to sustain the
effort. During this process most of the major :cision.makers have
changed a number of times. Of the original members of this group only
Gerald Maier, Director of the Market Street East staff, and Craig
Schelter, Deputy Director of the City Planning Commission staff, are
still involved in the project. As a result we were called on to react
to situations today out of our knowledge and experience rather than
through detailed studies.

Level of Design Expectations

A major factor in our longevity with the project has been the main-
tenance of a consistent Tevel of concern and design imput with a high
degree of objectivity and diplomatic conduct. It does no one any good
to go down in flames over each and every detail; I believe we have
achieved a complete design result through persistence in the expecta-
tion of a high-level concern for quality by making positive compromises
to that end.
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Architect as Urban Designer

I believe strongly in the need to approach all design as architec-
ture. If the ultimate goal is to build, it is architecture. Good plans
do not ensure good built form. OQur success in great measure has been
in being able to see the GALLERY through from the master plan diagram
to the final guilding details. With the number of actors involved in
a complex joint development project, there are as many objectives to be
satisfied. At every juncture, the baby can be lost with the wash water.
Market Street East is unique among development projects in that it has
had intensive on-going design effort over many years shaped by a de ined
set of public objectives maintained ober prophesies of dnom. Presumably
history will judoe the wisdom of this stance--certainly - e recent
success has brought about major public-spirited involvement in the center
city.
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INTRODUCTION

The Northeast Corridor Improvement Project (NECIP) offers an excel-
lent opportunity to examine the potential for joint development at the
major rail passenger stations. Established by the U.S. Congress to re-
vitalize intercity rail passenger service between Boston, Massachusetts,
and YWashington, D.C., the NECIP pronoses to ilake imnrovements at 15
stations that could provide the basis for auuitional development
activity on the part of private investors and/or state and local public
agencies. The NECIP is not designed to preclu : such activity, and the
planning and design work that has been done to date does indicate that
there is potential for joint development projects at some of the sta-
tions. The potential is nct unbounded, however, and a number of criti-
cal institutional, financial, and physical des in factors set real
Timits on the opportunities for joint development that exist under the
program,

This paper will review the central issues affecting the process of
joint development in conjunction with the Northeast Corridor Improvement
Project. In the discussion, the term joint development refers to com-
mercial, retail or other non-transportation facilities that are deve-
loped in conjunction with new or renovated transportation facilities.
An office tower built in air rights over a transit or railroad station
is a classic example of this definition. The term also is understood
to mean the complex process of negotiation and coordination among
nublic agencies and private developers by whic joint development pro-
jects are conceived, designed, financed and executed. Uith these defi-
nitions in mind, the paper briefly describes the main features of the
Mortheast Corridor Improvement Project, outlines the potential for
joint development that may exist in the station improvement program,
and then examines the main issues that con' rain joint development
activity under the NECIP. It should be clt r from the onset, however,
that the subject is far too large and complex to be treated more than
superficially in the pages of this review.

The NECIP

The Northeast Corridor Improvement Project was established by the
Railroad Reyitalization and Regulatory Reform Act of 1976 (4R Act). The
Act authorizes $1.6 billion for this program, as well as an additional
$150 million in Federal funds which may be matched with state and local
contributions. The UI.S. Department of Transportation delegated respon-
sibility for implementing the nrogram to the Mortheast Corridor Project
Office of the Federal Railroad Administration (FRA). The DelLeuw
Cather/Parsons organization is under contract to the FRA/NECIP to ma-
nage the project with Skidmore, Owings & Merrill as the Project Archi-
tects, with primary responsibility for the design and implementation
of the station improvement orogram.

The 4R Act states that the orimary goal ¢ the NECIP is to provide
improvements to the speed and depnendability ot intercity rail passenger
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service within the Northeast Corridor (NEC). It sets out the exnlicit
goals of operating passenger service on a three-hour and forty-minute
schedule between Boston and New York, and a two-hour and fortv-minute
schedule between MNew York and Washington.

In order to achieve these objectives, the NECIP proposes to
carry out several interrelated types of improvements. These include
route realignments, improvements to interlockings, upgrading track
structures, repairing or replacing bridges, rehabilitating and modifying
tunnels, installing fences and barriers, nroviding new and improved
electric traction, improving signaling and train control mechanisms,
installing new communication systems, expanding and building new main-
tenance facilities, and upgrading and rehabilitating stations.

The NECIP station program has programmed funds for improvements
at 15 stations along the Corridor. Selected on the basis of
existing and projected patronage, spatial distribution along the
Corridor, comparative costs, and growth potential, these stations are:

Union Station, llashington, D.C.
Beltway Station, Mew Carrollton, Md.
Pennsylvania Station, Baltimore, Md.
Wilmington Station, Wilmington, De.
30th Street Station, Philadelphia, Pa.
Trenton Station, Trenton, N.J.
Metropark, Iselin, N.J.

Pennsylvania Station, Mewark, N.J.
Pennsylvania Station, New York, N.Y.
Stamford Station, Stamford, Ct.
Union Station, New Haven, Ct.

Union Station, New London, Ct.

Union Station, Providence, R.I,
Route 128, Dedham, Ma.

South Station, Boston, Ma.

With the exception of the suburban beltway stations at Route 128,
Metropark, and New Carrollton, the other stations are located in or
immediately adjacent to central business districts. Many of these
areas are undergoing redevelopment, and one of the objectives of the
NECIP station program is that station improvements be cor atible with
these redevelopment plans.

The station nrogram involves two general cateqories of improvement
which are illustrated on the accompanying chart. The first category
is operational improvements, which are those that are considered essen-
tial to intercity nassenger operations and safety. In general, they
include structural and infrastructural improvements to the station
buildings; ticketing, waiting, staging and support facilities; public
services; improvement to concourses and circulation; and improvements
to intercity platforms, including escalators, stairs or elevators.
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The second general category of improvements covers those called
non-operational as well as facilities related to the station projects.
A non-operational improvement is one which indirectly facilitates inter-
city rail pnassenger service, such as certain commuter ticketing and
support activities, and station access or site improvements which faci-
Titate intermodal connections to local bus and commuter rail facilities.
Related facilities are those which are not part of a station but the
operation of which,with resnect to the station,would enhance the pur-
pose of the station project. Site landscaping, and short-and long-
term parking would be included under this definition.

The overall NECIP budget for the station improvement program now
stands at $212,850,000. Of this sum, $77.5 million is allocated for
operational and safety-related improvements, and $135 million is for
non-onerational imnrovements, half of which is available from the
Federal Railroad Administration. Under the terms of the 4R Act, the
Federal Railroad Administration will fund 100 percent of the cost of opera-
tional and safety-related improvements and share the cost of non-opera-
tional improvements on a 50/50 basis with participating state, regional
and Tocal authorities.

In the design process that is now underway for the Northeast
Corridor station proaram, the snecific improvements pronosed for
narticular stations are undergoing continuous refinement. Design
studies, financial feasibility analvses, environmental impact assess-
ments, and discussion with local officials and citizens groups all will
influence the final package of improvements that will be proposed for
a given station.

OPPORTUNITIES FOR JOINT DEVELOPMEMT UNDER THE MECIP

The opportunities for joint development vary markedly from station
to station. At some there is strong local interest in undertaking
joint projects,while at others there has been Tittle private or public
interest in capitalizing on whatever joint di elopment potential might
exist. For purposes of this discussion, the ituation can be described
best in terms of general types of development potentijal. To some
extent, this potential could exist at all stations, but the examples
given below will only be those which most explicitly illustrate the
case.
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ELIGIBILITY FOR FRA FUNDING

Station Components

100% FRA
Opera-
tional

50% FRA
Nonopera-
tional

50% or
100%
FRA*

50% FRA
Related
Facility

Non-
FRA

A.

Station Building

Infrastructure
Utility systems
Intercity ticketing
Intercity personnel support
Commuter ticketing
Commuter support facilities
Baggage facilities
Intercity employee facilities
Public services
Concessions
Waiting/staging
Circulation/concourses
Intercity platforms
Escalators
Stairs
Elevators
Commuter platforms
Escalators
Stairs
Elevators
Signing and.graphics
Communications
Security

Station Access/Site

Curbside drop-off/pick-up
Sidewalks

Entry/exit canopies
Landscaping

Local bus facilities
Local rail facilities

Parking

Sidewalks
Short-term parking
Long-term parking

Other Facilities

Commercial/office facilities

Commissaries

Long-haul platforms

Intercity bus facilities

Intercity rail regional
facilities

Amount of FRA contribution dependent upon benefit of facility to intercity rail.
43, No. 83--Friday, April 28, 1978;

Source: Federal Register, Vol.

FR™DOC. 78-11571, Filed 4-27-78; 8:45 a.m. ]
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Air Rights Development

The first example is air rights development. Theoretically, the
potential for building over the railroad tracks, stations or above
parking structures exists at any of the stations. But the site and
cost constraints involved in construction over live rail operations,
the Tack of Tocal commitments to air rights projects, and the economic
realities of the development market have limited the cases where this
kind of potential really exists. The strongest example is at South
Station in Boston, where the Boston Redevelopment Authority (BRA) and
the Massachusetts Bay Transportation Authority (MBTA) have plans to
develop the air rights over the proposed parking deck which would be
located above the track and platforms serving Amtrak intercity passen-
gers and the MBTA's commuters. The BRA's plans call for the development
of additional parking and an office tower and hotel complex. The city
and state have also expressed interest in introducing an intercity bus
terminal in this air rights comnlex.

Another, less elaborate example of this type of development can be
found at the station in Stamford, Connecticut. In this case the
station site, bisected by the rail right-of-way, is owned by a private
developer, Transportation Plaza Associates, Inc. It plans to build
an office tower on one portion of the site which would incorporate
space for an Amtrak station whose concourse mav be built either in air
rights over the tracks or below the tracks. The Federal Railroad
Administration and Transportaion Plaza Associates are presently analy-
zing the feasibility of this concept.

Other locations such as the suburban stations located at Route 128
outside of Boston and the New Carrollton Station on the outskirts of
Washington, D.C. might offer the opportunity for joint development in
conjunction with parking facilities. Private developers have expressed
some interest in these possibilities in the case of Route 128, but at
New Carrollton, where both the Washington ME® 0 and Amtrak share the
site, the Timited capacity of the traffic access system puts definite
constraints on anvone wishing to add more development to this multi-
modal complex. There is a fundamental issue at New Carrollton con-
cerning the dearee to which the identity and operational efficiency of
the transportation complex might be compromised by overly ambitious
joint development schemes. There is also the critical market problems
in which nlentiful land exists for development in the vicinity of the
stations without paying the cost premium of air rights construction.

Non-Transportation Uses Within Stations

The second general type of joint development opportunity involves
those cases in which local aagencies or private entrepreneurs have ex-
pressed strong interest in using portions of stations which are to be
rehabilitated under the NECIP for non-transportation uses such as
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office or retail activities. Real potential for this kind of mixed-use
development exists in the Headhouse at Boston's South Station; in the
complex of historic buildings at Union Station in Providence, Rhode
Island; at Mew London's Unjon Station, whose private owner, Union
Station Trust, Inc., leases space to Amtrak as well as to private offices;
and at the historic station at New Haven which will be rehabilitated and
reonened under the Northeast Corridor Proiect. One of the firm objec-
tives of the City of New Haven is to create an intermodal terminal at
this station and renovate the upper floors of the building for commercial
use. Investments in such mixed-use facilities will help preserve the
vitality and Tongevity of these historic structures.

Station Rehabilitation as a Catalyst

The third general area in which the MECIP may provide the basis for
other development activity is not joint development in the strictest
sense. Instead, it is a variant defined as those cases where the
Federal Railroad Administration's investment in a station may act as a
catalyst in increasing the return to the station owner or revenue-
producing concessions within the station complex. In cases Tike Penn
Station, Mew York, Mewark, or Philadelphia, the infusion of Federal
funds can help maximize the mutually supportive influence of transpor-
tation functions and commercial concessions within the st :ion. Exten-
sive concession space now stands vacant in the south concourse of
Philadelnhia's 30th Street Station which could regain its sconomic
vitality with the increase of intercity rail patronage an the reno-
vation of the station.

Intermodal Facilities

Finally, mention should be made of the proposals to create new
intermodal facilities at some of the major downtown stations. Once
again, the intermodal concept is not the most classic form of joint
development, but the creation of additional facilities for intercity
buses at these stations could help reinvigorate commercial concessions
within the station proper and economic activity in the surrounding area.
Serious pro| sals for intermodal facilities have been put forth for the
Northeast Corridor stations in Boston, Providence, New Haven, Baltimore,
and Washing n, D.C.

This review only touches on the general tyves of joint development
opportunities that may be fostered by the Mortheast Corridor station
improvement program. A closer Took at the situation also indicates
that there are a number of factors which 1imit the extent hat the full
benefits of joint development can be achieved within the context of the

roject. Before summarizing some of these limitations, a more detailed
ook at the problems and opportunities associated with joint develop-
ment in the case of Union Station in Providence, Rhode Island should
illustrate the situation faced by private developers and public enti-
ties interested in joint development projects.

179



Issue Paper; Skidmore, Owings
& Merrill

THE PROVIDENCE CASE

The Providence Union Station Complex is a particularly interesting
example, representing a unique development opportunity but with a host
of complex l1egal and other impediments to joint development. The
station complex,consisting of four historic buildings on a 4.3 acre
site,is located in downtown Providence near the State Capitol.

While the title to the station is somewhat clouded, it appears that
the main building is owned by the Rhode Island Department of Transpor-
tation (RIDOT), and the remainder of the site is owned by Amtrak.
Amtrak and RIDOT are in the process of negotie ing an agreement whereby
Amtrak would receive control of the main building and transfer its
interest in the remainder of the 4.3-acre site to RIDOT. RIDOT is pre-
pared to transfer development rights for the site to the City of Provi-
dence. In turn, the City of Providence has entered into agreement with
a private corporation, Textron, Inc., for the development of the site
and the surrounding area. Textron is preparing at this time to seek a
co-develoner.

Both the City and the State are planning for a number of public
improvements that will benefit the development of the site, including
transit parking and pedestrian improvements. Planners for the project
anticipate a strong market for various commercial and retail functions
in the development nackages.

To bring these plans to fruition will require financial commitments
from the City, the State, and the private sector. Many legal problems
will have to be resolved, and coordination of the various and sometimes
conflicting interests is a major problem. Nevertheless the Providence
Union Station Complex represents a unique joint development opportunity
which could become a national showpiece and a commercial success.

THE LIMITS OF JOINT DEVELOPMENT

On the face of it, the Northeast Corridor program represents a
major Federal stimulus to joint development, but a closer look at the
experience to date indicates that several cor lex factors work against
the implementation of joint development projects. <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>