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Cptimism and pessimism in Briztol and Glasgow

This section wriefly cunsiders whether expectations in the housing market reflact lneal,
naticonal or indmiduzl charactenstics and explores the links bebwasen staled expectations
about the sccnomy and the Rousing market, In the light of the differences elwesn (e hwo
citims auryeyved. it would he axpectad that perceptions and axpactations would ba
svatematically amangst awners in the “wa argas. shaped by the respective lacal
axperiences. Table 1 compares the respanses in Glasgow and Bristol as to sxpectations af
the future ard shows a consideratly more pessimistic view in Bristal than in Glasoaw
Under half of ail resocondents in Bristal think that house pnces might increase in the future,
althouagh this is actually the most common answer given., Approaching 20 per cenl of those
surseyed in 2ristol believe that housa prices might fall In Glasgow the very areat majonty
sxpect lo s=e house price increases over the next two years, aithough It Is intzrasting ta
note that there is a minonty view that prices will decrease, which has not besn a common
experience in Flasgow to date, Uncertanty about pnce uses is assaciated with the belief
that buvirg a hawze has become mare risky, angd is the most camman response in Brislal,
which ia aisa held by 40 par cant of thase surveyed in Glasgow. althaugh in this more Sfi.b|E
housing market the most common parcagtion is that risks have braadly atayed the sama,
Cwerall, i appears lhal expectations about future changes in the twa cities reflect the lncat,

recgnt expenanca in the two housing markets,
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Table 1 - Beliels about future change

Glasgow Bristol
House prices will' -
Increase 53.4 45,3
Decreass 140 1B.2
Slay lhe same 226 J6.6
Total (= 100%) vz 158
Buying a house is naw (cf 3 vears age:r}‘:-
Maora risloy 40 5 43.2
Less risky 13.1 24.6
Same | 4E.5 32.2
Total (= 100%) 383 382
Interest rates will' -
Rise G2.6 50.4
Fall 18.0 14 &
skay the same 22.4 350
Total (=100%) 266 as1
Tax rellaf will’
| Risa 18.8 16.4
1| Fall 49 9 42 6
Stay the game 31.3 48.1
Tatal (= 100%) 351 343
Saurce: Household Survey, 1995
Mote: Chi square significant ar; ' per cent ’5 per cant *10 per cent

Table 1 also presants the expecltations that owners held with respect to bwo major economic
vanables which would be expected to be of relevance (o housing market decigions:. intarest
rates and tax relief on mortgages. The general pessimism in relaticn to the future of interest
rates and tax relief on houses is very evident, Glasgow respondents are mare pessimistic
averall than those In Bristel a greater majority expect interaat rates to increase and maors
expect tax relief ta fall. Only a amall minarity In bath cities expect the ecanomic conditians
te change in a way favourable to owner cccupiers. Tahle 2 presents the same questions
divided by type of owner, lo assess the extent to which the deaision ta enter the housing
market is associated with greater optimism aboul the slate of lhe housing market and the

future of acanomic variables.
Mgt :r2meE e
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Table 2 - Beliefs about future change, by type of owner

Stayer Recant maver First time
buyer
House prices will-- .
Increase 1479 53.5 60.5
Decrease | 16.8 15.1 14 8
Stay the same 33.2 31.3 246
Total (= 100%) 180 284 256
Buying a house is now (cf 3 years ago)'-
More risky 52,1 42.4 32.3
Less nisky 1.9 18,1 24 6
Same 34.7 368.5 431
Total {= 100%) 213 04 218
Interest rates will®:-
Rize 53.8 54.3 61.2
Fall 14.7 12,7 7.2
Stay the same 314 323.0 216
Total {(=100%) 121 273 280
| Tax relief wili®
Hise 14.8 | 16.2 20.3
Fall 36.8 48.8 43 6
Stay the same 43 3 339 30.1
Total {= 100%) 187 271 236
Source: Househald Survey, 1995
Mole: Chi square significant at: "1percent *5percent 10 percent

Tabie 2 confirms that here are significant assceiations between activity in the housing market
and exprassed beliels bolh about the hausing market and the future course of ecanomic
variables, Firsttime buyers are lhe most optimistic and 'stayera’ are the most pessimistic
abolt the housing market. First time buyers are more likely than ather awners to think that
buying a house has become less Asky, although this remains the minority view  Howeaver,
lhere is more pessimism about the future course of ecenomic variables amongst thase who
have recently lransacted in the market than those who have not moved. First lime buyers, in
particular, are most likely lo expect interest rates to rise in the next three years and bolh
traders and first ime buyers are more likely to belleve that mortgage interest tax refief will fail
in the future, This is somewhal unexpected, in that a simple link might have seen
hypothesised between general economic oplimism and propansity ta move and buy a house,

Instead, the data suggest a more complex picture where housing market deks are assessed
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and, arguably, buyers are enlering the market with a generally pessimistic view and their ayes
open. they have taken the nsk of buying despife their expectations that the econamic varables
will move against them. In this sense, the decizion to move does not seem ta reflect any 'fesl
good' factor. It can further be argued that those who have not moved have had lass reason to
give serous consideration to what might happen to thesa vanables in the future, which may
underpin the greater expactation of stability that they give. Stayers are distinguished lrom
nther respondents hy the extent to which they perceive buying a house lo have become more
rlaky compared to 3 years age, suggesting that some of this group would have entered the
housing markel had they believed that conditions in the market were better,

When these relationships ars sxamined for the two cities separately, it becomeas claar that
percaived rizkineas of buying is anly related to prepensity to have moved in Bristol, but not
Slasgow. In Glasgow, propensity to have moved is more strongly distinguished by
axparctatinons about future house prices as optimism aboul Tulure price rises is least among
stayers, higher for recenl lraders and highest for first time buyers (of whom 70 per cent expect
price increases) while in Bnsiol, the relative passimism about future price change is ecqually
shared By all types of owners surveyed. This Indicates that the local effects remain significant

and impact differently upon different types of owners.

An cbvicus issue 15 whether expectations in the housing markst are refated to these about
gconomic varables; do owners' make systematic linkages betwean expected housing
suteomes and other factars? First, it was found that expectations with respect to housing
market variahles are atrangly related: those who think that house purchase has bscorme more
Asky are also disproportionately likely to expect prices o fall. Conversely, those wiho believed
that house purchase had become less risky were also Lhe most likely to expect price
inoreases. However, [he relationships between the housing market and economic expectations
are relatively weak. Perhaps unexpectedly, there is no significant assoaciation hetwesn
sypactations about future house pricea and elther expacted future interest rates or tax rate
changes. The lack of any systematic relationship persists even when contralling for area and
buyer type. Thare (3 a signifizant relationship between expectations of the future of interest
rates and the future of tax relief: where pessimism about the two is the most commonly held
view, and optimism is also lypically assoaated, However, Lhese consislencias are found anly
in Bristol and not in Glasgow, There'is no relationship between parceived current riskiness of
buying a house and interest rate changes and only in Eristol 15 the{'e a significant association

between percestions of nskiness of buying a house and expeciad tax rate change. Here, an
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cver-representation of thase wha helieve that tax relief on mortgages will fall aisc believe that
house pierchase has become jass risky, while a disproporticnate numkber of those who expect
tax relief increases think that house purchase has become more neky, This associaton s
counterintuitive, in the sense thal these respondents do not  held the expecled consistency in
beliels belwesan expectations that would be considerad to be broadly ‘optimistic’ or

‘pessimislic’,

There 15, turther, avidence of significant associations betwesn some socic-aconomic
charactaristics and expectations in housing markat. Thia wolld be congistent with a view that,
say whan conaldering the relative riskiness of house purchase, people evaluate their answer in
relation to their own circurnslances as much as theair perceplions of general market conditions
and polilical rends. This ig witnessed when considenng the relationship betwean housahold
income and perceivad nskiness of housea purchasa, There 15 some endency for those with
higher incomes (o parceive houge purchase (o have become less nsky, but a disproporionate
percentage of those in the very highest income groups believe house surchase has becomea
more rigky. However, thera is a strong association batween raspondents’ assassment of how
* thair own financial pesition has changed over the last three years and their beliefs about the
riskiness of house purchase. Those who believe they are now bether off are relalively more
likely than other groups to belisve that house purchase has bacome [ess nsky, while those

who oelisve they have hecoma worae off are mare [likely than othars to state that house
purchase has become more risky. Interestingly. this subjective assessment of the change in
thair own financial pesition did not imeact significantly on their expectations of houss prices or

interest rates.

In summary, analysis of the data Tom the structured survey show a rather complex picture, At
the most aggregate jevel, expressad axpectations about tha housing market are congistent
with the hypotheaia that they would be shaped by local experdance and also appear to
influence the willingness to enter the housing market. However, it is also clear that people do
not make simphistic connedions between whal they expect to happen in the housing market
and other policy changes, wiich are shaped by polilical views and may also reflect a more
general judgement of the fulure of sconoemic policy, There are local differences, suggesting
that recent experience in the housing markel s influential. To undersland betler how
axpectations are taken into account, the more datailed evidence on the ways in which owners

percaive sconomic vanables and the way that they articulate the extent to which these factors
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impinge upon thelr decision-making process which is available in the gualitaiive survey is now

ennsldared.
Expectations for the future

For the trading owners in the qualilalive sample, their own experience of the hausaing market
had heen of consideratle instability. The high interest rates that had baen experiencad at
the and af the 1980s were clearly remembered by some respondents. The fact that they
have fallen more or less constantly since that time was regardad as baing a bonus in terms
of reducing housing costs more rapidly than expected. It also Influenced the way financial
choices about the nsxt hause were taken for the next house. Most of our respondents were
very claar that they did nat want to take the maximum morlgage possible, this was s=en as
heing an impartant way of reducing the risks of an uncertain warld; where financial,
seonomic, labour markel or Tamily changes could all threaten a position too exposed to high

cosls and debts,

Interviewer ‘How would vou see interast rates going in the fulure?'

Ms Graham ‘Prabahiy up (laughs).... probably ug, 'm not sure.... At the time { was
fold that the highest they had been for so long had been 13% and ! askad them [0
work out what my mortgage would be at 15%, just fo see how | could afford it. |
could, | wouldn't have a fife, Aot | nowid still make it So | didn't morigage myself ko
the kit and | had na intentions of ever daing that'. (FTB Giasgow)

Mr Marlin ' | would see them (interest rates) rsing, but [ dont see them going...
much beyond, much over 10%. | would nof see them going up fo 15%. Howavar,
wher we boughi this preperty on a similar sort of ratio of income, then we waro
about 15% so.... | don'l think we've over-stretched ourselvas against the nex!
property, And we have exparenced with the similar sort of rabic, what | would calf
high interest rafes’ (Tradar: Bristol}

Cither respondents remember the pedod of high interest rates as more of a struggle.
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Mrs Walker * Al one point we were paying 18% in interast rates and of course If was
spam we were galing, spam (faughs). Um, yos | think aur first twa years were hard'

{ Trader: Glasgow)

Mrz Robb “When | bought this house, interest rates were 15M5%. The mordgage
payments tonk avar half my dispasable income - vou know take home pay. You
knaw, they toak avar haif of that. How we ever paid it, | don't know'. {Trader: Bristol)

These comments alsc impiicitly reveal the extent to which people were willing to risk large
debts in the booming properly market of lhe late 1980s:; indeed the conventional wisdom of
the time was that it was worth taking the risk of a large morigage because of the promise of
returns in the future. These attitudes have not comolelely disagpeared; one respondent

direcily echoes the zentiments of that time in relation to current choices.

Mrs Orr " Maxt time, wa've sald, we always said we didn’l atreteh aurseives enntgh
this time, we should have slrelched up (o the fwo bed (house). We should have
dane it, we wouwld have had more space, if would have been sasier fo sell. We
ahauld have adnne I, we should have siretched aurseives, bul we said oh no, we
wani! (o go oul, wae want fo do this thar and the ather and wa oon't want o stratch
wurselves - we only need g one bed. This time, befors he (the baby) came along, we
said next fima we will slrelch ourselves o e fmit, you know me, won't make e
same mistake wice', (Trader Enstoi)

In one sense, this respandant is highlighting the particular problems that nave impinged on
the very bottom end of the market in Bristal; the relative afferdability of larger and mare
altractive houses appears lo have left the small starter homes market stranded, with little
effective demand, as the current cohort of first time buyers is able to buy bigger properties.
It is however interesting that the direct linkage made 15 between therr unwillingness to have
taken mare of & risk |ast time and their current difficulties. There is, for instance, no
eomparativa ennsideration of how much maney mignt have ceen lost had they barrowed
mare It alsa appears that the phrase 'stretching ourselves’ which is frequently used in
discussion about dehts and financial managemeant with the largely negative connotation of
being in a pusition which is rsky or hard to manage, is hare usad ta sugqgest that thay
snould have made more of an efferl. |n fact this respondent goes on ta describe selecting a

nouse some E10-21%2,000 less than they could afford af the maximum,
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As indicatad, however, mast pecple are actively seeking to find ways of reducing the riska
they now feel are inherent in house purchase. The strategy described above invalves
limiting the amount of Berrewing so thal repayments would remain manageable il aconomic
factors charge. Other people are now very conscious of the ment of having accumulated
some equity 10 their house, This cbvicusly reduces the likelihood of negatrve aguity and
gases the process of moving. The main strategies that are used for ensuring a greater
accumulation of equity are to seak to out more of a depasit down at the time of purchase
{sometimes at the behest of the lender) or to take a repayment mortgage.

Mr Todd * A friend of mine has got a negative equity sifuation af ahout £9,000, but
fhe's paid off ihal much on his modgags, rough e repayment modgaye, [§means
he's got fo take out anciher 25 year mortgage when he starts, but in theory he hasn't
lost any on it Wall he hasn't got to pay any hard casgh forif, t's just sorf of paper
manay. . We'a prohably stay in the raxr hotsa for at laest 10 years.. . If wa take out
a repayment mortgage hopaefully thal would cover any negative equify we had.

{ Trader Bristol)

An interesting asoect of this account is that his friend's continuing monthly mortgage

repavments do not seem here to be counted as real’ money:

Mrs Armold “eah, it was a 100% muorigage butl hopefully you know we'll have a
gaposit fo put down for the next one.., IFthere was a problem with it agam 1 just
stay put.. You know and save more so that 've got a big depasit fo put down’,

{ Tradar Giasgow)

Another impartant aspact of eonsidering the futura in the chaice decision would be expected
te ha the eonsideration of the prospecthve saleahility of the house. This might be considered
etther in relation to finding a house that others would also find altractive to buy or as a house
that could be expectad o accumulate value faster than others. This was an explicit
consideration for some, frequently articulaled in relation 1o the mistakes they had made n

the past.

Mre Crr Td navar dn it again. I'a naver hiuy a naw property again, nevar, naver ever
{ Trager: Brslol)
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However, thers was also a strong expestation for some that the nexl house wasto be a lang

term prospect and the resala valla was therafore imelevant,

Mrs Rebb 'Oh, I'm nat moving again, That's it. | don't want to move anywhen
anain. | want to be seifled, and the house that I'm going to buy hopafully is a house
that | can ive in, have a family and not want to move again’

ininrviewsr ' Do vou see Housing naw as an investment or as providing a roof aver
your hegds?

M Fift ] think i's... net reaily an investment, no, ol now, nof for the foresesable
future. | mean_ i wouid just, if would.... you'd be buying a house for it to he aur
home, nothing mare, nothing less really. f i gained all welf and good, but even it
shot upn in value, | wouldn'l have thought we'd be too kean fo seil Iif we liked il thera
as nir homa'. (Trader; Bnstol)

In general, although it was clear that paople hoped they would not find thémselwea "
financial difficuity through their choices in the housing market, very few will now say they
cansider purchase to be house as a potential way of making money. They are keen 1o
dehunk the idea that trading in the market might produce real relurns or that they now
axpecl, or have ever expacted to make money on housging, Howewver there is still a natlon of
investment, ¢ a lang-tarm return, in the sense that people identify cne af the main
advantages of owner occupation as ullimately getting samething in return for the money
spent. The lang-tarm notion of invesiment is in this way linked with having somelhing to

eave ta childron.

Inferviawsr ' Do vou ses housing as an invesinient for the future?

Mr Stevens ' | see at as heing puwt (o stay (laughs) oh ne, | suppose it s, i ahviously
iz an invastment, but | think | would look an it mare as an invesimant for like, I've got
two children from my previous marriage and my flancéas thrae children fom her
previnus marriage. So [ think | wouid look on it a3 being helping them willy ffreir
tuture ! dan't, my personal experience has been lhat I've never haught properly,
saldd it and made thousands of pounds off it that you can sort of stick in your back
pockel and go oh that was a great bif of business there, Su primaniy (s somewhere

m.ﬂ.nig#i.ig,mrﬁ_
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to rest my head al the end of (he day. In the lang-term it's the chiidran's futurs’,

{Trader. Glasgow]

In lhie sense, the thearatinal complexity of the decision is reduced, because consumption
motives can deminate, without having Lo have great regard to the asset values and aspacts
of choice, Owerall, despite the uncerlamlies faced in the financial aspects af hame
ownership, the respondents’ frequent Girect expenence of housing maret instahility and the
il consequences arising from that instability, the commitment to owner ocoupaticn EImaing
very high. This emerges clearly in relation to wnether renting might be a sensible
alternative. For lhe esiabiished owners, renting does not merit serious consideration as a
lang larm ﬁmspe:t aven though a faw respondents expecled (o fall cut’ of awner

pecucation on a temporary basis. Typically renting was seen as @ maverick icea.

ME Ml ead ' Wil we do not want te pay rent and find out after ahowt 20 odd years

that you've gol nothing for it { frader: Glasgow)

Mr Martin ‘fowner acoupation) suils us belfer. | mean, we went through a phasa of

ranting as studeris and that was fine ar the time, but now this is what is gl for us',

{Trader. Brsiol]

For many of the first time buyers, the choice i a mere real cne, they are much mare lkehy
gither to have heen In privata renting immediately before their move of to have axpressly
csnsiderad the chaice. Interestingly, cn balance. their 2xperience of tha private rented
sector was rathar good. Howsver, the potential asset value of owner pecupation was a
Aacisive factor for some of these respondents, particularly as buying is aciually cheaper in

most casas,
rF Marrie ' ! think you're mad if you don't buy & Aouse’ (First time buyer:- ristal)

Me MoDonnel! ''d heard aboul other students huying properties and [ dun't gel any
granis, it's my parents thet pay fer my education so ralher [han spending like £4,000
& year on rent surely you can invest the money i buying something” (First ime
buyer: Glasgow).
Again it seems evident that the shearctical complexity of the decisicn making process 1s
reduced by making the tenure choics a prior dacisian. Onee tenure choice has besn made,

the choice of the next house Lo live in s therefare restricted to those available to buy.
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FosTERING TECHSOLOGIES

FOR SUSTAINABILITY

One of the mast fundamental flaws of
teday's economies is that they often in-
sulate businesses and consumers from
she environmental side effects of cheir
actions. Even though one person’s con-
wriouton to acid rain or smeg harms
ather people’s health and property,
there i3 no pracucal way for the “wig-
ims” and “perpetrator” o mest L court
ar sirike a compromise, especially since
some of the victims are nat even born
ver. As a result, ervironmental deswrue-
lion often seems cheap or free o i
bensficiaries: in effect, they are cross
subsidized bv the pecple whom they
harm, Covernment intervention is indis
peasable w ending rhis selbdesura v
pattern.™

If sraffic police handed cut bunuses
w0 peopls wheo sopped at red lights
rather than tchenng those whn did nod,
they wouid guickly drive local govern-
nents inte insolvency. Be the same to-
ken, Aany society that tries subsidize
itsell all the wav ro susminabilig, paving
peopte nat 1o pullue, will soon he bank-
runt. Taxes and reguiztions on polluuon
and resource depletivn are ultimarely
nesded 1o level the economic pluving
Feld lor environmenaily sound wavs of
aving and producing.

That said, targeted subsidies can
somewmes piav a useful role n protect
g the snvironment—and will always be
more populan In late 1502, for example,
a 1.3¢-per-kilowarchour ax credic far
ejectricir from wind and biamass sailed
through the U5 Coengress with lictie
controversy. Only a lew months lacer,
President Clinton's ensrgy @ax proposal,
which would have handicapped conven
sional sourees by galy 0.3¢ mare, feli vic-
im o vocilerous indusiry and popular
ppposition Subsidies lor emironme neal
pratection, then, though a recond-nest
oolicy solutien, will likely be useful for
decades to come. ™

Funding specifically for research, de-
velopment, and conunercializatian accivi-
ties for new Lechnologies £an also grease
che machinery of economic change. Al
their bes:, R&D subsidies wark with the
Erain of eulrure. echnoiogy, and eco
namics rather than againse ie, in vrder
o leverage small ameounis ol money into

i

enwugh technalogicl change thar the
subsidies themselves become obsulete.
The suength of such subudies lies not
in the brute force oi megabucks buc in
careful design and cyperimentaon.
They are more cazmlyuc than coeTCive.

In pracrice, however, the rrack record
af R&D subsidies has been poor. One
important example ol Loch the strengths
and rhe dangers of targered comnercizl-
ization subsidies is provided by the
Green Revalution—the comhbination of
new grain varieties, pesticides, feruiizers,
and irrigarion that regeived actve gov-
srnment suppot in develaping COUnes
stariing in the sixries. Though not with
sur serians social and environmental side
~fferts, the Green Rewnlution did per-
suade milliens of risk-averse farmers o
grow food in new, nigh-wvislding wavs,
which reduced hunger even among rap-
wlly grewing populauons. The revnlution
is now largel. complete. Yer man: of the
subsidies thar helped spawn it persist,
skewing farmers dscisions apuut when,
for exumple, pesticides are wort rhe
costs and health rishs™

Ome realm in which subsidies for =n-
vronmentallv imporant wcknelagies
have worked fairly well i3 enargy elli-
cienev. Three of the most successful
rechnulogies supporied kv the L5 De-
partment of Energy (DOEY—Qeal-re-
flacting windows, slecrunic ballasts foor
fiuorescent lights, and variable-capacic
supermarket refrigerarion sysems—are
now saving enough energy o easiv jus
tify DOE’s endre 5473-million afficienc:
R&D budget.”

Though riny. the 523 7-million public
snvestment in chese three rechoologies
was prvotal to their development. In all
three cases, it was small companies,
which would have hard difficuly embark-
ing on such rishv reseacch on their owii,
that vied for the inital grans, Coly wher
their efforss hore fruin did established
Erms take notice, Most likely, then, It
wonld hove waben much longar fur the
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technologies to have developed withuut
government help. The efficient windows,
allasts, and refrigerators already sold in
the United States will save $8.9 billien in
fuel cosis over their liferimes—375 times
what DOE spent developing them.™

A kev circumstance behind these im-
pressive numhers is that with businesses
and conswners spending so much on
energv—>5300 hillion per vear in the
United States alone—one successful en-
ergy efficiency R&ED grant can quickly
save cnough money to make up for doz-
ens of failed ones. In conwrast, publie
Investments in new wavs ol producing
energy have not paid off nearly as well.
Western indusinal councries alone spent
H52 billion (in 1995 dollars} on energy
Ré&D berween 159 and 1995, Fortv-one
percent ol that was devoled w a single
technology traditonal nuclear fission,
Anacher 21 percent wenr for advanesd
fission and fusion technologies, which
seem forever on the horizen. Only 17
percent went lur renewsble energy and
energy efficiency technologies, which are
growing rapidly in percenrage rerms and
are less pollunng and olien more labor-
intensive to produce and operate than
conventonal power plants. Thus the
energy sources that are the least pollut
ing, fastest-growing. and best job creators
receved the least support ¥

People working al the grass roow; who
have less money but a better sense ol
what is needed, have nfien had maore
success in catalvaing change, A U.5.-
based nonprofit called Enersel, founded
by a former nuclear and coal plant engi
neer, has parlaved modest grants (rom
the World Bank. the Rockefeller Foun-
dation, and other donors into the cre
ation af a nearlv selfssustaining solar
ndustes o the Dominican Republic,

Enersol’s customers are rural peasiancs
who want to bring electric light into their
homes but have nu aceess w the navonal
electricity grid. The nonprofit does not
pay for the imported solar pancls, but

- 12 ~
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instead has esrablished a revalving loan
fund that lets buvers spread paviments
aover several vears, The suhsidy in this
case 15 modest: some funding o train
marketers and svstem installers and the
willingness 1o risk lnsing part of the sced
money should buvers default. Bur the
leverage has been tremendous. By 1993,
it had brought snlar power to 4,300 fami-
lies and created Jocal emplovment. Ocher
organizations are now copving the ap-
proach in China, Honduras, Indanesia,
511 Lanka., and Zimmbabwe, ™

These foravs into technology commer-
cialization and develapment hald sev-
eral important lessons, The lus is dhal
including expiration dates in subsidies
fur specific wechnologies may he war
ranted to guard against their becoming
entrenched despite failure or ohsoles-
cence. lhe second s that the botom-
up approach to technology commer-
cialization nmnically works herrer than
top-down because it lends w be mune
responsive o commercial imperatives
such as making equipment reliable and
meeting customers' needs. The last les-
son is thar, given governments’ gener-
allv poor wack record in picking
winners, it mav make more sense to [a-
var broar-gange subsidies, such as the
L.5. tax vredit for eleciricity generarion
from wind and biomass, over much
R&D. By focusing more on results, gov-
erppments can lessen the risk of subsi
dizing fatlures, and leave 1t 1o the market
te pick winners,

Tellingly, the worlds most successful
wind power industries have arisen in
couniries where governments have spent
little on R&D, nstead Livoring across-
the-hoard praduction and investment
tncenlives. Denmark, for example. in-
stituted subsidies for both investment in
and power generation from wind rer
bines in L49Y, leaving the chuice ol tech-
nology 1o rurhine buvers. It retired the
mevestment credit in 1939 afrer advances
had driven ]:'ril:ﬂﬁ- down andd j.ll.lbht'l.l
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installed capacity from next to nothing
o nearly 300 megawalls, The mndusiry
continued ta thrive

Maore recendy, Demmark helped In-
clia 5.|:|-;|.L'!.; a wind revalution of 18 own.
Inspired by a demonsiration wind farm
buile by the Danish loreign ad agency
and spurred by tax breaks from the In-
dian government, lacal companies
umped inwe the wind business. AL Lost
thev imported most of their components,
hut aver time they cur cosis and in-
creased domesuc valueadded by draw-
ing on the country's own manufacriring
strengrh. By 1895 the Indian wind in-
dustry had created hundreds of new jobs
and had catapuked to second in rhe
world in annual capacity addiuons, The
stoiking concrast with India’s stagnant,
problem-plagued domestic nuclear pro-
gram suggesis that wind technology is
casily a better fit for the country’s
FEONOMY.’

Stesiny REFORM FOR
SUSTAINABLE DEVELOPMENT

Waorldwide, scarrered subsidy reforms
have vccurred over the last decade. Fis-
cal more than environmental concerns
have motivated most of them. Subsidy
cutolls lollowing the coilapse of commu-
ntsm in the former Eastern bloc are a
prime example, Whatever has propelled
them, the countries that have taken the
first steps and, somerimes, missteps to-
ward relorm have offered the rest of the
world valuable lessans on how best o
proceed, That said, 10 15 clear that many
subsidies are as politically entrenched as
ever. Clearly, comprehensive suhsidy re-
form is no small task, but s vital w
making modern economies equitable
anel susrainable,

The conclusiens that anse [rom ap-
plving the principles of gond subsidy

(147 )

policy described earlier to the subsidies
in place today can be distilled down to a
few Fundamental recommendations:
withidraw almost all subsidies thart per
petuate the cowbov economy; phase out
prorecrionise suhsidies that are now or
will soon become, like dikes dgalnsl a
rising sea, unnecessary, ineffective, or
oo costly; targer with precision whar are
now sholgun subsidies or completely re-
place them with other methods of help-
ing the poor; and use a combinanon of
broad-gauged incenuves and move bot-
tam-up approaches to speed the devel-
ppment of environmentally beneficial
technologies, (See Tahle 8-2))

Reform wanld make suhsidies more
wselul, eliummate almuose all ol the 3000
ballion or more in direct costs Lo taxpay-
ers and consumers, and help the anvi
ronment, Subsidy relorm would lower
taxes and consamer prices, reducing the
penalies for work and investunent that
taxes create. At the same time, farmers,
rompanies, and ronsumers would hegin
e reduce pollugon and use rescurces
such as water and energr more effi-
clently, Unsustainable and poalluring in
dustries, lrem cvoal mining W virgin
papermaking, would lese some af rheir
arvficial market advantage over more
sustainable competitors such as salar

panel makers and paper recyclers. The

sooner reform began, the more orderly
it could be, and the less pain would re-
sult from rthe disincarion of workers in
losing industries. o the extent that the
poor would lose aut from higher prices
for water and energy, they would be com-
pensated by new, more efficient subsidies
aimed directly ar them.

Fecent muveinents in te direcuon ol
refarm inclhude Brazil's cancellation in
1852 of the senerous invesument tax cred-
is it had once ollered w ranchers and
tarmers who eleared land in the Amazon:
officials there believe this change contrib-
uted 1o the temporary deforestation slow-
down that hegan at that time The LS
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Table B-2. Critiques of and Remedies for Subsidies
with Harmful Environmental Side Fffects

Avowed Trnirene Examples

FFlerts

How o Improve

Sales ol mmber,
minerals. and
lamd snmetimes
claimed by
ineligenous
peoples, usually
at below-market
prices: tax brealks
for Eorest
clearance.

Subsidies in most
irduatrial
countries fore

Stirnulating
economic growth

Protecting jobs in
resource based
industries; protect
ing consumers crop production,
Froom mport ran E]‘lmg. fisbiing,
dependence logaing,

or Fossil fuel

production

Subsidies For waler,
elecrricity, and
fuels.

Reduring the cost
af ltving, eapecially
{ur the poor

Subsiclies or

SUppOring et :
technological lr”EﬂF'””
change pesticides, and
3 fertilizers in
developing
COUMELTTEE as part
of “Creen

Rervaiution™
nuclear RETL

Tianally slow

ECOmOmICe
iraditional
TESOUTCD DMWIIELE,
calse massive
enviranmental
damage; redurce
[ v 1 LEs,

Cifter fail to stem

Jubr lusses or
enhance matiomai
aecurity; hurt
workers in
couwninliies unable
1 offer subsidies,;
COSL TaKpPayers
and environment,

Whisre money

because thev
vsetally benelic
the poor least
discnurage
effictemey anfd
tenewable energy
L15E.

Ciften continue

operating after
transition has
been achieved ur
has failed,
IMANAINE

LT E CEssary
Iscal anc
environmenial

Crnsih.

Cive tradivomal
5ers maore
conreal nver
resources; sell
Fesourees dal
markat races; use
SANINES D CUL
arher mAxes or
fund public
inveslmernl.

Convert subsidies
For amall npera-
tors o welfare;
'p-h'-d-'ail'_' wul where
ineffecrve or too
coatly

Cffer “liteline”
races ar free fuel
COUPONS 10 POor
CLLEILMNETS,
expand access;
Fund aleernouves
ek as anlar
t:nm'.:ls.

Hale for matwre or
failed technolo-
gies: subsidize
the use of
erviranmenially
friendly ones;
Favar broad
gauged ower
selective subsi
dies,

soecE: Worldwarch Instiuoe,

Congress has yet ta reform the 1372 Min

ing Law, but it has placed a wmporary

mordturiun on new mineral claims on
publie lands every year sinee 1994, Some
developping countries, such as Indonesia,
have cut agrichemical subsidies since the

mid-eighties, partly in response two falling
revenues from oll exparts or the righren-
ing vise of overseas debt, while encourag-
ing the use of natural predators to control
erap pests. And following the collapse of
comnonunisn in the foomer Eastern bloc,
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the prices that businesses there pay for
agrichemicals and fuel have shot up o=
ward world levels, This has caused feral-
lzer anc energy use 10 pluinmet, .'i]:-urriﬂg
the jolting ernnopmic contraction,

When Belgium, France, Japan, Spain,
and the United Kingdom eliminated or
radically reduced coal subsidies, their
combined output fell by hall between
1986 and 1995, The imported coal rhat
has replaced some of this ourput has L1
weneral contained less sulfur and ash,
and has eniled less environmental dain-
age in its mining. In the Luoited King-
dom, morrover, cual consumption has
alsa fallen, as natral gas from the North
Sea has grabbed market share. As a re-
sult, UK. earbon emissions have fallen
during the nineties even as the economy
has expanded—a rare phenomenon. ™

Mast of the coal subsidy cimns have
heen far [rom painless, unforwnately. In
the United Kingdom—where the coal
euthack of 27.5 million rans {18 percent)
in three vears was bv fur the largest and
the mast rapid—social ills such as bugh
unemplovment and drug abuse have
seruek manv former coal towns, These
tribnlatons dramatize both the serous
ness ol the wadeaffs thal policymakers
cometimes face in deciding on suhsidy
reductions and the importanrce of uying
ro mitigate their effees.™

Though Rritish Coal offered sever
ance packages and some rerraining, per-
haps inevitably these have noul been up
lo the formidable task of engineering a
wholesale transfarmation of Lhe job
bases of dozens of Jocal economies in
just three vears. Mine closing programs
in Western Furape have olten becn
slower, more generous, and more flex-
ible, Miners in Baersweiller, Gerimany,
for instance, will receive live years no-
tice if their pit 15 to close In Belgian
Flanders, the gradual mine closure pro-
gram was once wemporanly halted when
local unemplovment rose ahonve the na-
livnal average Even in Europe, though,

( 149 )

serious unemployment has olten re-
sulted from mine clusings, showing that
there is usually no easy way out.”

The choices in coal policy are unusi-
ally tough hecause there is no Ferting
around the [act that caal use is a major
spuice of greenhouse gases and other
pollutants; but in some resnurce based
induscries it is easier 10 reduce environ-
mental harm while protecting jobs. The
Eurapean Union ook advaniage ol the
maneuvering ronm in agriculural palicy
in 199% when it decreased guaranieed
prices lor major crops and instituted flac

er-hectare pavments. 1n 1996, the
United States leapfrogged the European
Union in this direction by completely
abolishing price guarantecs for must
erops in faven of fixed pavments based
on farmers past productivn levels. Barh
these reforms are intended 1o support
farmers’ incomes bur end the market
manipulations that burd ened farmers with
romplex regulations and encouraged
gverproductinn and erviconmentally de-
structive farming.”

i

New Zealand almost completely
eliminated farming suppuris in the
mid-eighties—partly at the. prompt-
ing of tarmers themsclves.

Remarkably, Mew Zealand almaost com-
pletely eliminaled its farming supports
in the mid-eighties—partly at the
prompting of farmers themselves,
thraugh the agency of the national Fed-
eraled Farmers group. The move wis
part of a hroader government ellort to
cur subsidies that had crept into many
seclors of the economy over several de-
cades, leading 1o high taxes and infla-
Hon that hurt farmers at least as mueh
as other warkers, Alwer some difficult
vears of adjusunent, during wiuch the
government wrote off miny bad loans
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to farmers, the agricaloural sector be-
came much more efficient, and re-
bounded Interestingly, New Zealand is
nevw one of the [ew mdustoal countries
where the number of farmers is rising

As with subsidies for producers, many
subsidies [or consumers remain in place
worldwide, though here oo some coun
rries offer good exanples lor others o
[ullow, The U.5. government, for in-
stance, targets heating bill assisrance at
poor households in order o hold down
costs and munimize the subsidwinduced
incentive for energy nse and pollution.
Sueh rargering is rarer in developing
countries, In Indonesia, although across-
the-board kerosene subsidies have re-
duced the cust ol living lor most families
in the poorest one fifth of the papula-
tion, 90 percent of the pavinents aciu-
ally benelit better-off people. If the
subsidy were restricted 1o the neediest
recipients, it could give them 10 tunes
the benelt for the same cost, or the same
benefit far ane renth the cose.®*

In counuwies like Indonesia, where
governments are strapped for cash and
mast ecanamic acrivisy occurs off the
books, idenulving and targeting the
neediest for subsidization can be o daune-
ing rask. Yer there are proven, costel-
fective ways to sharpen, if not perfect,
suhsidy focus even in developing enin-
rries. These include turgeung partcularly
poor neighborhoods and regions, and
¢n1.'.:_'||1.rr1r.r schnolieachers, who know lo-
cal communities well, in determining
which families are deserving. 5ri Lanka
vsed such approaches o disribute “kero-
sene stamps” among the poorer half of
the population, in arder ta soften the
blow of the 1979 oil shock, 1o the same
sparit, Sri Lanka is also among at least a
doren developing counrries rhar offer
“lifeline” rutes for eleciriciy: discounls
on the first 20 kilowart-hours or so used
carh manth, enough to power a couple
of light bulbs every evening.™

State af the World 1997

Chne problem with resource conaump-
tion subsidies, no marter how carefully
targeted or vital 10 the poor ther are, is
that thev handicap cleaner aliernarives.
This is why the U3, porvernment also ol-
lers some funding to help poor people
invest in efficiency upgrades for furnaces
and home insulaton, In doing so, it low-
ers the verv heating hills it is helping
nav. By the same token, if Sri Lanka and

pther counlies conunue o pursue a
policy of using cheap eneroyv 1o mirigare
povermy, they will succeed better by sub-
sidizing all the [orms of energy used by
the poor that are practical to suhsidize,
Thar would include renewable lechnolo-
wies such as sclar panels, which are safer
and cleaner than kerosene, as well as
particularly appropriaie o oareas not
reached by power lines.”

Wurh mare than sabsidy refornn will
ultimacely be needed o J'Lght what is
wrong with unsustainable medern econo
mics. While societies will use subsidies 1o
rewartl, they will need more fundamen-
tallv to use environmental tases 1o penal
ize, and regulatons o resuoice el as a
pulitical progosition. envirenmentally
harmful subsidies have s many sirikes
against themn that reforming them ought
i be the easiest step along the path
environmental sustainabilice, The Hows ol
these subsidies bear repeaung: they hike
the cost of government: the resulting
higher raxes and prices burden econe-
mies: Gie subsiches do hictle good even on
their own terms; and thev degrade rhe
cnviranment, further undermining lung-
LErTIL SLONOILC Prospects.

Citizens and palicvmakers determined
10 forge economies that are just and

rosperous for generations o come
cauld do little herrer than te gel oul of
the business of paving the polluter. 1f
they cannot succeed in this, it s donbr
ful thar they will prevail in the even
tougher pohucal lights for more funda-
mental reforms that lie hevond
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The postwar United States, in facr, has witnessed two great human migrarions:
one, of Black workers and their families from the mainly rural areas of rthe Svuth
tiv the northern cities; a second, of Whire families from the central cines of metro-
politan areas to their suburlian rings. ln quanotative terms, the second was the
more importane. Whereas 1,457,000 Blacks migrated from the Souch between
1950 and 1960, and another 1,216,000 between 1960 and 1970, the corre-
wponding estimates for White migranon (o the suburbs were 5.8 and 4.9 million,
Together, the two migrations resulted in a progressive uccupation of northern
cities by non-White popularions. [n the central cinies of metropolitan areas of 1
million and more people, the propertion of non-Whites doubled between 1950
and 1970, reaching 23 per cent; the 12 largest central ciries hy then contained
cwo-thirds of the Black population outside the South.

By 1980, Blacks made up nearly 22 per cent of the total in all cenrral aies, as
against a merg 5 per centin cheir suburbs, bur for the biggest cines the propor-
rinns were much higher: berween 1970 and 1980, thev went from 21 to 15 per
cont in New York, from 33 to 40 per cent in Chicago, from 44 to 3 per cent in
Metroit and from 41 to 45 per cent in 5r Lonis; in Washingron, where the propor-
on was aleeady 71 per cent in 1970, 1L slipped marginaily to 70 per cent a
Jecade larer. There was modest suhurbanization of Blacks in this decade, but in
none of these cases did Blacks make up more rhan 10 per cent of rhe suburban
roral, save in Washingran where it reached nearly 17 per cent.

Iy addition came a grear wave of people of Hispanic origin — [tom the Carib-
bean island of Puerte Rico, from Mexicn, from other parrs uf Latin America and

VETROPOLITAN GROW'TH AND CHAMNGE
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from Cuba — whe by 1980 made up more than 1} per cent of rotal central city
population but a much higher propornion in certain major cities nearly 20 per
cent in Mew York, more chan 27 per cent in Los Angeles, and nearly 36 per cent
in Miami. And these ligures were certainly serious underesomates, because of a
large volume of illegal immigration. Finally, yet another major wave of immigr-
ation - across the Pacific, from eastern Asian countries like China, Tawan,
Korea, Hong Kong, Viernam and the Philippines — made a major impacr on West
Coast cities like Los Angeles and San Francisco.

The motive for all the migranons was the same: improved economic ane
sucial starus. But it operared n very dilferent ways in each case. Whereas many of
the Blacks who migrated north did so out of necessity - rheir traditional econ-
omic hase, sharecropping, had been suddenly removed by the development of
corron-picking machinery in the early 19505 - rhe new White suburbanites were
voluntary movers in search of berrer housing and general environment. Further-
more, though the Blacks moved unsided, the suburban Whire MIZriton was
powerfully assisred by federal policies. The Federal Housing Adininistration
(FHA] had been created in 1934, a product of the Roosevelt New Deal; in 1949
the Housing Act established a Housing and Home Finance Agency (HTHFA) to
conrdinate the activities of F11A and other official agencies. From the scart, the
emphasis of HHTA was on purchase of new homes; loans were easilv available,
on a 10 per cent down paymenr hasis from FHA, and interest rares were low at
firse. Further, FHA estahlished standards of construction and of apprasal, which
became current throughout the building industry and which improved the quality
and reliahility of new home construction,

Lopcally, the new housing was buile on land that was previously undevel
oped. The widespread use of the sepnc tank - a device which is normally
restricted to rural areas in Briram — topether wich almost universal car ownership,
allowed a grear deal af freedom in location; i particular, it meant that housing
areas did not need to be as compact as in the interwar years. 1hus sprawl devel-
oped in two ways: first, the house itself, and even more so iy parden space (in
American English, ‘yard space’) tended progressively tw uccupy more land, so
thar typical net residential densities dropped from ten to six and finally ra
hetween one and four houses to the acre; and secondly, the individual housing
subdivisions rended to leap frog, leaving areas of undeveloped land hetween
them. Such tar flung development would have been inconceivahle without mass
dependence on the private car; but in tuen the pattern encouraged [urther scatter,
since the new suburban areas were typically roo far from the ity to make use of
its shops or services, Thus big new shopping centies developed in, or berween,
the new suburbs, rivalling the older urban centres in scale and generally excelling
them in design. Jobs rended o decentralize too — in the 19505 and 1960s, blue-
collar manufacturing jubs, associated warehousing, and rhose service jubs that
were tied to the needs of the suburban population; in the 1970s and 1980s,
routine office work and even headquarters offices, drawn [rom their traditional
downtown locales by the luee of cheaper land and the increasing availability of
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Plare 8.0 Levittown=Farlese Hills, Mew Jerseyv, USAL Postwar suburban developoment n
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much leapirogging of urban development over parches of vacane land, Commuting and
mavement gencerallv in such areas depend almost exclusively on the privare car.

the labour force in the next-door suburbs, After the mid-1950s an ambitious
programme of inter-state highway (motorwayi construction greatly eased the
jonrneys of suburh ro suboek commurers, furcher ading rthe ceenal.

The suburban housing bowm cercamly performed a viduable service for many
millions of Americans — in particular, thuse marrving and founding families, who
made up record rotals in the 19505, Such people = ranging from highlv paid
managerial and professional groups, through the range of white-collar ¢ erical
workers, 1o the more skilled tactory workers — enjoved solid benefirs from life m
suburhia, wharever popular sociology mighe say hy way of criricism: pood well-

hutle howses e pleasane neighhourhoods wath conpemal neighbours, pood
schools and convenient services, And the lighly dispersed decision-making strue-
ture that guided the whole process did avoid massive social errors; like democ-
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M 5.0 wlillord Ceneer, lelbord, Connecnicer, WA, Locared i the fiar griswing
cuburtun zone outside New York Ciry, this is a pood example of the sihurban,
edge-of-luwn, new shopping cenrres rhar have developed o a barge scale tor witr-hrased

shoppers in the Unied Stages sinee the Second World 3o

racy i politics, it may have avoided the spectacular succesy, buc i equally
avuoided spectacular falure,

Finally, with consranely nsing prices, suburban house buyers found their
purchase was a vseful hedpe against inflation, especially when prices rose sharply
as in the mid 1970,

The crincimes in fact are rather ditterent. They are that the whole process
comld have been carried through so as ro have given an equally gocd envirenment
tor perhaps a better ane] with less use of fand and with lower resuluing costs for
publiv services, if the inrervening undeveloped areas ob land had been Jeveloped
first: that somerimes rhe new suburbia was not as arrracnve visually as at might
have beens and that, most seriously, the benetirs hive been denied to a subsran-
mial propurtion of the total population. Comparing average mortgage payments
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with figures of annual earnimgs, i is nor ditficult to caleulate that the possibility
of buying a new house has been bevond the capacicy of ar least the whole lower
halt of the income scale. True, many of these could still hope to buy second hand
houses in the vlder residenrial neighbourhoods of the central city or the mner
suburbs. Bur a substantial propurtion were condemned to live in rented housing
which, because of failings in the tax laws, tended to be lefr by irs owners to
decay.

And this problem may have actually worsened: by the end of the F280s, al
least in the more dynamic gh-growth pares of the country, there were signs thar
continued suburbanization was faling ro meer the needs of the great majority of
the population. In the San Francisco Bay Area, where house prices escalated
during the decade, it was calculated hat a hare 17 per cenr had the income to
atford rhe deposit on the average-price home. One result was that in desperation,
people were forced ro search ever turther from their place of work, where prices
were lower; and thisdengthened the daily commuter trip over freeways that had
once been free-flowing, but now were increasimgly gridlacked. To this must be
added rhe problems of water supply, waste management and air qualicy, and rhe
loss of apen space and rural qualitics in huge swathes of land around the I
metropobitan areas. The almost incvitable result was the growth of special-inter-
est groups devoted 1o mamemming and enhancing the quality of environment, but
also to stopping further development: the arrival of rhe Nimby (Mot ln My Back
Yard] movement as a dominant political philosophy of the 1980s. Fverywhere
from MNew Hampshire and Virginia to the San Frandisco Bay Area and the
Central Valley of California, these problems of growth and spread came 1w
dominate the lile of the averape American. Bur the result was to add one more
turn to the screw, making it perversely even harder for new arrivals ra enter the
hausing market.

In contradistincrion ro Britain and many other European countries, the United
States does not cuslion the lower-income group ro anv cxtent by providing new
public housing; over the period 1945-70), less than 3 per cent of all non-farm
housing starts were in the public sector, as against about 37 per cent in Brram.
Nor. unul the Housing and Urban Development Act of 1970, was there anv
federal funding to develop new towns on the British model.

By concenrrating so heavily on house construction for sale m an inflaung
market, and by Laling o provide a stock of new well-designed housing for lower-
ihcome  groups, then, Amerncan postwar housing policies have in effect
condemned a large part of the people to live in poor, run-down, overcrowded
neighbonrhoods. Ar the same time, successive attempts to upprade these inner
urban areas have nor had conspicuous success, with the exception of a number of
majur central business distner redevelopments and a whole series of gentrified
neighbourhoods, both of which romically have displaced even more low-income
and minority residents. As a result, Amencan sociery is becoming Increasingly
strarified by income, occupation and race. Even if the suburban development
process cannar hear the whole blame for this, it must bear a part. Moreover, amd
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associated with this lasc criticism, the United States has had as lictle success as
maost other countries in remodelling its local government structures to grapple
with the merropolitan problems which tace it The local pressures against change
have been too strong: and, m the narure of the Amencan sysrem, the leverapge
exerted at the centre has been oo weak.

[n fact, many federal programmes actually rebounded against the disadvan-
taged low-income inner city resident. Urban renewal programmes, carried
through under the 1949 Housing Ace, became synonymous in many cases with
bulldozing the homes ot low-income residents, and there was all roe lirtle pro
vision of alrernarive housing for those displaced. The proposals for rehabihtation
af existing housimg under the 1954 Act — designed wo meet cnticisims of the
earlier urban renewal programmes - failed to have the expecred impact on the
condition of inner-city housing. In the 1960s, it is true, policies were redesigned
tor focus help on cencral city residents; more tederal mortgage aid was concen
trated on cheaper central ciry housing, and rhe federal povernment rook the lead
in rrving o conrdinare welfare and socal service programmes (o low-income
Ermuihies there,

This trend towards social planning, which was well marked in the 1970s,
really indicates recopnition that the problems of American low-income city resi-
dents — above all the non-White ones = have to ke vigwed as a whole: housing
planning form only a small parr of rhe hundle of poloes needed o

and phyvsica
deal wirh a complex prablem. By 1950, unemployment rates oo cencral
cities were witen very laghs: peady @ per cent in New York, over @ per cent i
Chicago, over 14 per cent in Detroir, for instance,

They were particularly high, 35—40 per cent, For non-whire reenagers and ran
ar aver 20 per cenr far the 200 24 vear-old non-Whire group. In 1984, only 58
percent of all young Black males, or 34 per cenc of those aged 18-19, had jobs at
all,

The result was ||u|_:+_' concentraticns of poverty, Even on very conservative
ufficial definitions, the numbers of puor people in central cities rose from 8
milhon o nearly 13 million between 120% and 1982, nearly 20 per cent of the
. Further, these poor people were increasingly segregared in gherto areds. In

Lt
rhe S0 larpest cines af the United Srates, the numbers living m officially defined
puverty areas tose by more than 20 per cent between 1970 and 1980, even
though total populations dropped by § per cent; but in the five largest cities —
Mew York, Chicago, Los Angeles, 'hiladelphia and Detroit — the position was
much more extreme: the poor population rose by 22 per cenr, but the populanon
livingr in poverry areas rose by 40 per cenr in only ten years and the numbers of
poor peaple living in rhose areas increased hy 38 per cent. [n ather words, the
pour were being increasingly sepregaced inoslands of urban poverty, shut off from
the mainstream economy and mainstream society. Many Black families are thus
caught in a vicious circle of poor job epportunities, poor education and family
breakdown. 1t 13 small wonder that indices of socal malaise — such as crime
especially vialenr crime), illepitimare birchs, drug abose and poor health — are
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Plate 5.3 A gherre area. This is fairly eypical of the racial ghetius chat exist on a large
swile 10 the mner areas of many American cities. Black people — many of whom have
moved from the tural South since 1945 find it difficult ro escape into the suburbs wheie
the better housing and job opporruniries are found.

inuch higher in thase areas where non-Whites are concentrated.

To cope with such problems, rhe central cities found themselves facing a
progressively larger tax burden. In partcular, police and fre services, aid to
dependent children and educational expenditeres were disproportionartely high
in cities like New York, Chicago, Doston and Detivit. The share of local and srare
spending rhar is funded by the federal government neacly doubled from 1930 1o
1975, But rthis mainly retlected highwav expenditure;, only recently has local
welfare expenditure henefited much. The tight of richer people and of industry
from the cities has left them with rapidly increasing needs and a shrinking tax
base, and Washington has had to step in. Between 1957 and 1978, it is estimated
rhar, far a group of larger cities, direct federal aid rose from an average 1 per cent
of spending o a staggering 47.5 per cent, Many non-Whites found themselves
trapped in a vicious arcle of somal problems and rising expenditures from which
they could not escape. Racial disturbunces in the ciries during 1967-8 intensified
the desire of many Blacks to leave, but hardened the harmers apamnsr them in the
White suburbs. Continued migration from the South, coupled wich a high rare of
narural increase, made many major cities more than half Black by 1980, To make
matters even more problematic, during the 1970s and 12805 employment as well
as White population was leaving the cities for the suburbs; not only did this
intensify the cities’ financial crisis, but it redoced the pool of well-paving jobs
available within casy travelling distance to the Black iy populations,
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Frgure 8.2 The Allantic [rban Region: (a} Popularion densitics, . 1960 {h) Porenrial
development by the year 2000, The Atlanug seaboard from Boston to II:3I:."-:_u;|1jn ron
‘Megalopelis®, in the wrin of the grographer Jean Gorrmann = i one of te rr::gﬁre'r

taskings of humanicy in the world, wirh aver 30 mllion peaple. Iris an :qu]?!‘:'llprt.' u}.]

highly complex multinge N SCFUC -
ghly ple uelear ueban strucrire, where the groweh of one CIty impinges on

that of anothee,
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PLAMKMING [N THE UNITED S'F.r';.'I'EF-i SINCE 1945

Ploge w8 Batnieare hoer Harhoor, One ol the aorsranding cases of “urhan reveralivarnoen®
im the core of an old Amencar induserial pore cicy, this “festival markerplace’ 15 new one
of the bigeest counst acracoons i che United Scaes,

e these dilemmas, rwo kinds of solunion appeared in the 19740s and 19805,
Ihe first was public—prvate partnerships, mowhich Gides allied with privace
developers = with major injections of federal and state money in the form of
grants for public works, subsidies linked to private leverage, and tax exemptions
including the designation of enterprise zones, as well as new institutional forms
such as development corporations — to regencrare a major parr af their decayed
inner ciry area, aften an old porr area or an abandaned rmlroad freight vard, via a
major construction-plus-rehabilitaven project. The classic models were Balri-
more’s Inner Harbour (Plate 8.4, Boston™s Quiney Market and Waterfront, San
ego's T lorton Plaza and a score of imitators. {In Britain, the same phenomenon
was ohservable on an even higg,::r scale in the London Docklands.] Crivies I'Hi.t-ﬁhl'
argue that this was simply urban renewal all over again — indecd. in Boston and
in Balrimare one tollows rhe orther in an nnhraken line  bur now the ambinons
are greater:s aganst o background ol unprecedented deinduscrialization and
urban decline, the transformation of decaved industrial and porr cities inte lead-
ing centres of the new service cconomy, through a combination of producer
services, theme park enrerrainment, leisure shopping and srreer theatre. It can be
crincized, indeed has been crnincized, hut oo may be the only eflecuve way of
binging employvient e the st deprived moer ciey ghetto areas,

This raises a final and disturbing question. As the new information technolo-
gies permit ever more distant decentralization of urban activities, what is the role
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of the eraditional central city? Even if sume ciries manage ro survive through their
specital qualities — New York, Chicago and Los Angeles as major world centres,
Boston und 5an Francisco as centres of education and technology, culrure and
tourism, Atlanta, Dallas and Denver as regional nodes — can all of America's
older cities survive? Or do they represent some historic anomaly, destined to
disappear like cthe ghost towns of the American West? Or is their fare to become
theme park museums which recall the places they once were?

‘The ather solution to the problem of the cities was somehow ra bring the
cities and the suburhs into some sort of closer relationship. As in most orher
countries, the political geography of the twenrtieth-century Unired States has long
ceased to represent social or economic realicy. Citv boundaries have been hacdly
extended for half a century, during which rime suburban expansion has extended
rhe eftective urban area many times. From che starm, ir suired many suburban
communinies 1o go their own way and make their own rules: in the 19305 and
1960, as rhe oiries plunged into their vicious circle of poverry and civic bank-
rupiey, e minnrain independence became for the suburbs o marrer of survival,
Consequently, chough inrellectual voices were raised in favour of metropolitan
governments which would plan cirv and suburbs as a single unic for the common
zood of both, real-life experiments m rhis dircerion were few, Only Greater
Miami wenr tor full-scale metropolitan governmenr, while Minneapolis and its
suburhs adopred a locser form of Federation. [n other areas, like San Francisco,
regional governmenr iniriarives foundered ::'uring the 1970y in the fuce of oppo-
sition from suburban localines  rhough San Francisco was making ancther
chtort ar che start of che 1990,
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