WHERE GOOD J1OBS GO
Business Flees to
The Urban Fringe

CHRISTOPHER B. ILEINBERGER

s a direct result of the postindustrial cconomy that

America hus been creating over the past couple of

decades e Tocations of the best-paying new jubs are

changing radically. These jobs are now everwhelim-
inuly concentrated i obscure crossroads like King of Prussia
{Philadelphia metropolitan urea), Newport Beach (Los Angeles
arcud, Tyson’s Corner § Washington, DLC. arewy and Schaumbure
{Chicazo wreay. These new suburbs are fourteen. forty, sixteen
and twentyv-Tive mides, respectively, from the cenral business
district.

There are ithree distinet types ol cniployment wi our metro-
politan areus. two generatly well puving and o third alimost al-
ways il the botom of the wage scale. About one-third of met-
ropalitan jobs are with companies that “export” goods and ser-
vices outstde the metro arca, These are the highest paying jobs,
injecting fresh cash into the focal cconomy. In Los Angeles, tor
example, those jobs are in acrospace. defense. seltware devel-
opment, entertanment, international trade, oil relining and a
number of other industries. In Seattde. the export industries are
acrospace. soltware development and international rade: in
Philadelphia they include pharmaccuticals. higher education., oil
retining and computer hardware development.

Export jobs in furn creste demand for the second tvpe of

employment. regional-serving johs. which melude finance. real
estate, utilitics. the local news media and professional services
of various Kinds. These represeat about a quarter of all jobs in
most metrepolitan areas and o average pay slightly less well

than export jobs [0 s important e note that export and regional-
serving jebs end W Tocate ina lew concentrations, variously
referred tooas wban villages, edge ciies or urhan cores. Muost
Jaree nwetrepolitan areas ave ten o thirty wrban coves. the down-
town buing just ong of thent.

Tie third cwtezory s local-serving jobs, representing about
bulf of all emplovment and paving the Teast welll These jobs
are located near where people dive and include such occupi-
tons as schoolicacher, store ¢lerk, police and local profession-
als such as netghborhood doctors and “storefrent” lawyers. Vir-
tatlly every job in South Central Tos Angeles s = or wis —
local serving. Following the Waits riots i 1965, most ol the
export jobs, generally in manulacturing, abandoned the area.
leaving only low-wige. local-serving emplovinent.

The export and regional-serving jobs in cvery metropolitan
arcin o the country have followed the same pattern over the past
twenty years. In any metro area in late twenticth-century
Anericie 1f one knows the Lavoul of the freeway systeni: where
the existing whinte. upper middle cluss Hives and where the new
white middle-income housing s and where minority populi-
tions are concentrated. one can determime where 80 o 100 per-
cent of the new upwardly mobile export and regional-serving
Jobs are located. With few exceptions, these high-paying jobs
hive concentrated in the predonnnantly white upper-middle and
middle-income sections of the metropolitan region. generally
on the opposite side o the metro area [rom the highest concen-
tation of mmornty housing. Low-inconwe residents and the new
high-paytng. upwardly mobile export and regional-serving jubs
are now located farther apart than ever,

For example, nearly all new export and regional-serving jobs
moved north of Atlanta during the 1980« the vast majority of
low-income. bluck neighborhoods are on the south side of town.
In Dallas, nearly all new jobs huave been created in the north
and northwest gquadrants of the metropolitan arcy; the black and
Hispanic poputations are concentrated o the east and south. In
the Philadelphia metropolitan area, from 1970 to 1990 the num-
ber of export and regional-serving jobs that located in the high-
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income Main Line to the northwest of the city, as well as in the
white middle-income areas of lower Bucks County 10 the north-
cast and New Jersey (o the cast. inereased hy more than 50 per-
cent. The number of these tvpes of jobs in the inereasingly black
and Hispanic city dropped by 15 percent over the same time
period. In Los Angeles—an extremely complex metropolitan arca
because of its immense size (more than 14 million people and
because it has more growth paths than other metropolitan ar-
cas—rnearly all new export and regional-serving jobs were cre-
ated to the west, northwest and southeast during the 1980s. The
fargest hlack neighborhoed. south of downtown. and the Jurgest
Hispanic concentration. 10 the cust, are located very close o
the center city and quite Tar from the emerging new job centers
in West Lo Angeles. Warner Center (northeast) and Newport
Beach {seutheast).

he reason for this geographic shift in upwardhy mobile jubs
is that over the past two decades all metropolitan jobs in
the country - with Los Angeles feading the way—have been un-

dergoing a transformation as profound as the metamorphasis of

cighteenth-century trading towns Into nineteenth-century mdus-
171l cities, The shape and size of our metropolitan areas have
changed from what, in retrospect. looks like a relatively com-
pact indusirial city in the 1930x into the sprawling conurhations
of teday. The populution of the Los Angeles area incrcased more
than four times during the past ity years, but its geographic
size nereased by o Tactor of twenty. Metropolitan Chicago’s
population increased by Just 4 pereent in the past two decades,
but its size increased by 46 pereent.

In the 19905, the trend of the vast majority of the new export
and regional-serving jobs moving o what will soon look like newr-
in suburbs appears o be ending. The few corporate relocations
that have occurred in these recessionary times have been to the

even more extreme frinee of our metropolitan areas. generally
close to the newest housing developments, 1.C. Penney. which
left midtown Manhattan in 1988 for several emporary sites in
near-in suburban Dallas, is now building o campus-style head-
quarters in Plano. Texas, at the outermost exurban edge of that
metropolitan area. twenty-[ve muiles from downtown and cight
miles [rom ity current suburban location. U.S. Borax”s headguar-
ters (Los Angelesy: TB.M s software development facility (Dal-
lan): the R&D facilities for Rohm and Haas, Sterling Drugs and
SmithKline Beecham (Philadelphia): and Chrysler's new R&D
facility (Detroit) have all been butlt i equally distant, fringe
locauons.,

The reasons for those moves 1o the periphery include the need
o be near mid-level emploves housing during the coming de-
cade because of the projected shortage of skilled fabor once the
ceonomy revives, A second reason I that the commute for the
bosses, who will probably sill live in the apper- and upper-
middle-income housing areas, such as Philadeiphia’s Main Line
or L.As Newport Beach, will be against traffic. minimizing
their inconvenicnee. A third reason for the move 1o the fringe 15
the tremendous dilficulty of ohtaining government approvals for
the laree, campus-siyle office and business parks in near-in sub-
urbs,

But a fourth reason is the desire 1o escape the crime and the
minority work Torce in the center ¢ity. which are now rcach-
ing the near-in suhurbs as well, In Chicago. Sears is moving s
merchandising division to Hoffman Estales. which is unreach-
able by public ransit—twelve miles beyond Schaumburg und
thirly-seven miles from the Sears Tower, where it 18 now lo-
cated. Although Scars has proposed @ van-pool program for cm-
plovees Bving in the city, a number of leaders in the Chicago
real estate community have privately commented that one of the
primary reasons for the move is that the company wants 1o rid
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isell of 1ty predominuntdy black work foree 1 the downtown.
This, the theory coes, would allow Sears 1o hire better-cducated
employees, probably predominantly white. who live near the 1.9
mitlion square foot campus-style complex. The same motivi-
tion may have been behind the other recent corporate moves to
the extreme fringe. The trend will enly aceelerate in Los Ange-
les as a result of the riots.

If. as many indicators sugeest. jobs in the 1990s. particulary
the high-paying ones, become availuble in the extreme fringe
of the metropelitan area in the same proportion as they did in
the near-in suburban locations over the past two decades, many
inner-city residents will he o fur away o commute daily to
the new exurhan ones. Tn the 19705 and 1980« the new jobs in
relatively close-1n suburban locations were at least within com-
muting distance for many city dwellers. The new relocation trend
1o the extreme Iringe will certainly continue, and could seeeler-
ate, the post-World War [ exodus of the middle class from the
cenler cilies, leaving poorer residents behind.

T hese trends affecting the location of export and regonal-
serving jobs are [inmly Imhedded in the economy and real
estate market. Short of massive federal and state imtervention in
the marketplace tan unlikely event that would undoubiedly pro-
duce as many problems as it would solve), the trends must be
viewed as something that can be influenced but not reversed.
However, here are four ideas, tied and proved in this country
and Furope. that might ameliorate some of the intended and
unintended consequences of the decentralization of our mero-
politan areas.

§ The first is 1o try 10 slow down the trend through a kind of
hoelding action hy center-city economic development agencics
and public/private partnerships. working with those mstintions
and corporations that have o commitment to the center ¢ity. Tar-
geting the existing concentration of export and regionul-serving
sections of the center city, particularly downtown. these groups
musi launch programs that increase job training opportunitics
and enhance security. A well-trained work force and freedom
from fear of crime are prerequisites o maintaining the existing

Jub base,

An example of this effortis provided by the more than twenty
public/private partnerships in New York City, The Grand Cen-
tral Partnership, for instance. sepplements municipal services m
the fifty-three-block section of Manhattan surrounding Grand
Central Terminal with its own fifty-person security force, a forty-
person sanitation force that sweeps the sidewalks and streets
twelve hours a duyv. and a 82-million-a-vear program lor the
homeless at a former Catholic boys™ school. Hundreds ol these
“husiness improvement districts” are now operating in cities

throughoeut the country,

§ The sccond strategs s ta encourage @ regional approach 10
aovernment. particulariy twoward lax-sharing, This strategy re-
quires a recogmtion thar the center city cannol-- and should not
hive to-—bear the cost ol serving the bulk of the metropolitun
arca’s needv. The 2rowing fiscal and social problems of cur cen-
ter cities have been ionored too fong by the suburban jurisdic-
tions. Violent and property crime. homelessness and drug traf-
ficking know no political boundary. These problems have not
heen magically confined within the center city limits and have
resulted inanew trend ol declining property values and quality
ol lile for close-in suburbs throughout the country. An cxample
of 1he Kind of tax-sharing needed can be found 1n the Minne-
apolis-St. Paul metro area. where 60 percent ol new commmer-
cial property tax revenues 2o Lo the local municipabity and 40
pereent go o the other metro area jurisdicions,

In addition. u regional approach could allow for the cstab-
iishment of an urban growth boundary around the metropolitun
arca. heyvond which jobs and suburban housing could not ge. as
Portlund. Oregon. and nearly every European metropolitan area
have done. This would foree jobs back closer 1o, and possibly
back into, the center cities as well as protect the rural land around
our metropolitan arcas rom sprawling development. While
srewth houndarics are not without (laws—they can artificially
inflate fand prices and thus rents and home prices. for example-—-
they do seem 1o slow lopsided growth toward predominantly
white neighborheods while maintaining the integrity of down-
town.

Los Angeles has already created a de facto regional govern-
ment in the form of the South Coast Air Quality Management
District. This body also increasingly regulates traffic conges-
fiem. job growth and land use, Even five years ago. regional gov-
ernment in the Los Angeles area was considered a fantasy. To-
iy, most metropolitan-area leaders o not question that it s a
reality. The next siep would be to add social issues w0 the re-
aionul agenda.

§ A thurd approach s o encourage affordable and public hous-
ing n the near-in and fringe suburbs. enabling lew-income resl-
dents o live closer 1o the new johs. Orange County, Calilornia.
has iz the past required that 20 percent of all new residential
projects be set aside {or afforduble housing, Celumbia. Mary-
land. recently issued a taxpaver-supported bond o build low-
income housing for minorities. While these measures are un-
likely to he widelv adopted. the business community could be a
powerful ally. Many companies had a hard ume Tilling Jower-
level jobs in the near-in suburbs during the 19805, und this situ-
arion will be exucerbuted in the 194905, One promising approach
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5 for corporations o e up with nonprolit affordable-hows-
ing orzanizations. such as the Bridge Housing Corporation in
San Iranciseo and Habitat tor Humanive, based i Americus,
Georgia. A interim measure 15 the orgwnizing ol car poois and
selung up of van pools o bring city restdents o distant corpo-
rate jubs.

§ Fourth, we must improve the efliciency ol central ety pub-
le services. The cost of maintaining existing infrastructure wid

providing services in the cemer cuy 15 ligher than the cost of

building pew mlrastiucture and providing services in the Iringe
suburbs. even i the extra cost of delivering secial services (o
the necdy s subtracted. The rade-off many companias face s
cither moving to a suburb with fower costs and fewer socnl
problems or staying i the high-cost center vity with overwhelm-
ing sociul problems. It ts not hard o see that moving out makes
more sense cconontically.

If present trends continue. the center city's future —uand the

luture of many of the close-n suburbs—is likely to be sumilar
(o the present-day fate of Camden and Newark, New Jersey: of

Chester. Pennsy loanis o of Seath Central Los Angeles. The
“Camdenization”™ ol our ajor gdes, resulting an their being
populwed primagils by an underclass inoan envivonment ol hope
fessness. has ebviously heson, B probable that the 1996y o -
fer the Last chance to reverse this trend, because it most of the
24 muition new jobs that the Labor Deparupent estimates will
be created between 1994 and 2005 are located at the fringe of
our metro areas. the dow s ard spiral of the center cities may
become irreversibic.

A anation we are used toomoving awwy [ront our problems,
stitking out to new frontiers. T the market s allowed o e

job arowth to the extrenie fringe of vur metropolitan areas. our

center cities may well regure fudl-ome military oceupation. The
fires 10 Lox Angeles are oo warning that ann escapist straegy no
longer works, The costs are too sleep and the stakes are o high.

Cliristoplier B Letnberaer is managing parmer of Rober
Charles Lesser & Co.oa Los Angeles-based veal estate advi-
vory aud treiropoliien public policy firmnwith offices arownd the

COL

ROBERT CHARLES LESSER & CO.

Loy ANCGELES. CALIFORNIA

T1ITT SanTa Montea Bivi,
SUTTE 1800

Loy ANGELES, CALIFORNEA 90025
(3103 914-1800

Santa e, New Mixioo

ALLANTA, GLEORGE

1575 NORIHSIDE Dy NOW.
Buinmtse 200, SUTTE 240
ATLANTA, GRordis 30318
(404 HO9NET6G

NEWPOR D BEACH, CALIFORNIA

359 San Moo Drivt

SUITE 300

NENWPORT B L CALTRORNIY Y2600
711 610-53707

WoAsHINGTON, [ C

ROUTE 4 4804 MONTGOMERY LANE
Bux 48 SUITE 225
. SantaFeE, New MeExioo 87501 BETIESTA, MARYTAND 20814

(5091 288-76(H)

(301) D07-60600





