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THE FRIENDLY ENEMIES

Planners can beneiit develo
encouraging controls in rea

pers by
/ estate. LYNNE B. SAGALYN, CRE, RECEIVES

1989 BALLARD AWARDby Henry Hart Rice, CRE

f t i5 lime to rethirrk lhe old r oncept
I tlr,rt real estdte de\eloper5 dnd
planners are natural ant.rBon ists
comnritted to destroy one anothcr
The iact is lhat wlrere developers
have been unopposed. i.e.. in
Houston, Denvet New Orleans, they
have destroyed thenrselves, Althou6,h
the oil boom coll.rpse rv.rs a major
factor in these cities, the phenonre-
non of overbuildinpi has been re-
peated nationwide where plann ing
has been lenient. The result has been
office vacancies hovcring around 20
percent. The healthy pockets of in-
vestment opportunities exisl where
planning controls and restrictions
have been nrost severe. Neverthe-
less, efforts to protect the environ-
ment and the public interest h.rve
proven expensive for the consunrer.

Whenever demand for rc'al estale
pushes rents u1t to uhere new con-
struction lrccomes econom ically tea-
sible, it is a sure l)el that developers
will fall all over one another trying to
8et into the action. Land prices will
bid up, sub-contractors will have
more work lhan they can handle and
the foreseeable result will be over-
production at high prices. The out-
conre is rye.rk rentals in an overlv
con]petitive nrarket.

Reslrictive zoning in a malure con]-
munity plus the scarcity of urban
land has kept development wilhin
viable limits in Nerv York, San Fran-
cisco and Washington. Until very

Henry Hart Rice, CRE, ts chairman of the
board ct{ lames felt Realty Setvic"\, ,1Ctubb.l
Elli\ Conlpan). New yo . Io his ( redrt it lhe
land:"cmblt io! Rcnon. \tginir- nutlehnE
oi Patk.hester Dcvelopment, and sale oi Park-
merced and Frc\h Meadow\. A retpected puLr-
lic speaker an<l aothor. he also is an adiun(l
proiessor for the Rea/ fslale /nstilute o, Ne$

recently, Boston was another iavor-
able renl..rl n]arket. Boston's vacancy
rale which stood at 5.9'X, in 1988, the
third lowest in tlre nation, is expected
to double this year to 11.4% due to
the (on\truction of $l.l million oi
new office space. Local developers,
including Spaulding & Slye, EIlis &
()'Connor ancl Cabot. Cabot &
Forbes, have called on The Bostoo
Redevelopment Authority to tighten
up on its regulations. AccordinS to
one firm,

"Withoul the Boston Redevelop-
menl Authority, we would have an-
other Houston here. The sound-
ness of Boston's market has been
mainlained l:ecause of barriers set
by the BRA."

It is no coincidence that the cities
with stronB restrictive zoning have
remained the slron8est markets in the
(ountry. lnvestors in exi5ting proper-
ties in these cities have been pro-
tected from excessive competilion,
and developers who successfully
threaded their way through the mine-
iields of regulations are virtually as-
:ured oi success. The iour citie:
New York, San Francisco, Washing-
ton, D.C., Boston - conrmanded the
highesl rental rates in lhe nation.

TheorizinB that industry locates near
its most essenti.ll raw materials, it
seems probable lhat back ottice oper-
ations will move to where people
live. This trend for back otJice opera-
tions to move to the suburbs is proba-
bly irresistible. During a three year
period (1985 through l9B7), New ler
sey, for example, built 5l million
square feet of office sp..rce, whereas
l7 million square feet uas erected in
Manhattan. The massive develop-
n'rent in New Jersey was possible be-
cause zoning controls were widely
dispersed, and each community

wanted sonle commercial tax base.
Within Manhattan tight regulations
along with residential rent control
severely restricted opportunity. The
predictable result w.rs that the New
York hu ildings were.rbsorbed at prof-
itable rents, and nrany of the New
Jersey developments rema ined va-
cant.

This patterrr ofdevelopmenl d istribu-
tion is being repealed across the
country. Suburban developn]ent oul-
paces the central business district.
Despite strong, absorption and steady

Bro\41h, sul)urbdn var ancy consis-
tently exceeds the urban center. Al-
though long rang,e trends favor lhe
suburban nr.lrkets, llre less stringent
restrictions on development are en-
cour.rging overbuildinB. This pattern
of growth without proiit is extendinB
to n]any n]etropolitan areas, with
Phoenix as a prime exanrple. The
exact opposite is true of Toronto,
which also has growrr explosively but
always in accordance with tight plan-
ninS controls.

The economics of real estate are the
same as in any other business. Prices
and profits are set by the interplay of
supply and demand. To the extent
that supply is restricted, an artificial
relative shortage is produced to the
advantage of the seller and to the
disadvantage of the consumer

lf developers Bet loSether and agree
to limit production, their action will
violate anti-trust laws. When similar
limits are inrposed by a community,
developers and investors should ap-
preciate the protection rather than
protest. Perhaps developers and in-
vestors in existinS structures should
organize an annual celebration to re-
strict zoninS and rigidly enforce
planning standards.

How Bostonl risk takinB, venture rvith a private developer became a

financial success summarizes the 1989 William S. Ballard Award
article by Lynne B. Sagalyn, CRE, "Measuring Financial Returns
When the City Acts As an lnveslor: Boslolr and Faneuil Hall
Marketplace". This award, presenled annually, is Biven to the author
whose work exemplifies lhe journalt hig,h standards of content.

ln this Fall,Ay'y'inter 1989 edition of Rea/ f-state /ssues, S..rgalyn
presents the terms of the city of Boston's deal with The Rouse
Company, a private developee and an analysis of the costs and
lease-revenue flows considering the efiecls of time, inflalion and
trade-ot{s durinB renegotiation. ln conclusion, Sagalyn cites the
immediate financial success of Boston! risk takinB with the Faneuil
Hall Marketplace and the profitability realized from the spillover
benefits on the property values oi the surrounding, area.

Sag,alyn is an associ.rte professor oi Planning and Real Estate
Lynne B. sa8atyn, cRt Development, Department of Urban Studies and PlanninS, at M.l.T.,

Cambridge, Massachusetts. She has been conducting research on
deal making in city development and the ways in which public agencies and private development
firms plan and implement downtowr'r complex developments.

She received.r Ph.D. from M.l.l, an M.C.R.P from Rutgers and.r 8.S., with distinction, from Cornell
University. As a real estate counselor, Sag,alyn has done extensive work on the performance of real
estate investments as evidenced in her co-authorship of a book and subsequent speaking
engagements on the topic oi financi.ll benefits fronr public-private partnerships.

The Ballard Award, with an honorarium of $500, is funded by the generous contribution of the
Willianr S. Ballard Scholarship Fund in menrory of Ballard, a late CRE.

All articles to be considered for next year's William S. Ball.rrd Award competition must be submitted
to the Society's Chicag,o office by August 1 , 1990.
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CREs Viewpoint

COU NSELORS: PROFESSIONALLY MOTIVATED
B USI N ESS PEOPLE

Rea/ estate counselors have many faces!

by lohn R. white, CRt

loHN
WITH

ROBERT WHITE, CRE, HONORED
1989 LANDAUER AWARD

f t is diificult ior lhc gener,rl puhli<
I to distingui'h \11)rl con,'titute\
lruly professional se^,ices in thc
broad field oi real estate. Thc word
"protessional" has been dec ided ly
over-employed and not infrequently
abusecl by those who presune to be
proiessionals. Peop le somet inres
confuse meetinS strict professional
standards with pursuing protessional
objeclives through .r professionaI
attitude.
For example, one nray nrore properly
describe the practice of real eslate
brokerage or real estate man.rsement
as a business with proiessional mo-
tivations and obje(lives. Frequently,
howeve, businesses do not demand
the educational disciplines char.rc-
teristic of the lawyer, accountanl,
priest or minister. lperson.rllv h.rve
never telt the need to l>e knorvn as a

real estale professional. lfeel equally
contenl to lr thought of as a lrusi-
nessman possessing profess iona I

motiv€s, and conducting myself in a

professional nranner.

The sale, leasing and mortgage bro-
kers..rnd the property manaSers must
he thought oi primarily as engaged rn

lohn Robedwhite,CRE, i\ honorat\ (haitman
oi Land.luct A5!ociale5, ,x.. Ne* !ort. n
recognitxl leacler in re.r/ eslrle (ounseling.
Ithile h.': been ;n\,rl\erl ;n nuawttt nryot
.rsi/Bnn)cnls o/ lhir decada. He has publishetl
many aaicles anc! bookJ oD rea/ eslJle ra/un-
lion. uonomic\ and iinante ancl oilen ha:
&en honored 6 the indu\tr\.l\hitl' i\,, mem-
bet oi the AmetiLan so.rcll oI R{ra/ f-ilrl('
Counsebrs. Ihe lnleri.rn /nslrlul(, ol Rea/ [!-
late Appr.r\ers t\lAll and the Ltthan Lancl

Reprnted wilh permission oi Landnuer Asso( r'
ates from lhe landauer libr.rr!'lelicr, januarv/
Februnrv 1989.

a ]:usiness. Very few lrave met the
rlenranding educ.rlional .rnd other re-
qu irements nor sulljected lhemselr,,es
to the sanre level oi ethic.rl standards
.1s the qualifyin,l protessional. Yet,
this does not downgrade them in the
eyes of the general public. The l.lro-
kers are proud of their designation as

REALTORS; that is, menrbers of the
N.rl ional Association of Realtors.

Two separate real estate.ldivities are
perhaps r loser to .r true professional
dcsignalion than the practice oi bro-
kerage or management, These are
real estate appraising and real estate
counseling, The appraiser is irr the
forefront in reaIestatetoday as nearly
nreel ing the di( lionarv deiinition oi a
professional in terms oi education,
e\,rmin,rtion. internship .rrrd erperi-
en(e, continuinB education, eth ical
slandards Jnd sLrte licensinB.

The ;rccredited real estale counselors
in the United States nr,rmber only
about 800 people. They har.e taxing
invitation.il requirements, but lack
Ihe examination and ed ucational
standards characteristic of the protes-
sional person. Nevertheless, they are
hi6hly rerperted berause of llreir
concentr.rtion on high ethical stan-
d.rrds and depth ofexperience which
qualifies them for membership.

Because the counselor frequently is

engaged to ne8otiate a lransaction,
the gener.rl public is understandatrll,
confused aboul what difierences ex-
ist between the broker and the coun-
selor. We can con'rpare tlre exclusive
broker or agent with the counselor,
since the counselor only will accept
enllagement as the exclusive repre-
sentative of the principal in a sale,
lease or mortgage transaction. ln

other words, counselors clon't conl-
pare lhemselves with brokers on an
open .r!lency basis where brokers
compete sinrultaneously with each
other in a given transaction.

Cenerally, the counselor never ac-
cepts.rn assillnment on a rvholly con-
tinSent basis. Counselors receive
mininrum fees fronr their clienls
without regard to the outcome of the
trans.lction. lf their tr.rnsaction efforts
are successful, they will rer:eive an
additional perform.rnce fee, which
may be sim ilar to the commission the
broker would receive. lf the coun-
selor fails in lhe lransaction. he re-
tains lhe minin]um l,ee. Counselors
are usually reinrbursed for their m.:r-
ketinS expenses, including the prep-
aration ofa brochure, travel, lolltele-
phone charges and advertising.

The exclusive agent usually works on
a wholly contingent basis. That is, he
receiver paynrent only if hi: eaorts in
attempting to sell, lease or mortga8e
the property.rre successful. He usu-
ally must pay his own marketing ex-
penses which are an offset against the
earned comm iss ion. lf another
Irroker or :alesperson in the otli( e is

involved in the transaction. the em-
ploving broker must >plit his commis-
sion by pre-.rlIeement.

It is customary for an exclusive a8ent,
by agreement with the client, to be
willing to splil his commission with
brokers in other conpanies, perhaps
on a selective basis but normally on a
multiple listing arrangement through
the local real estate board. By con-
trasl, the real estate counselor does
not nornrally invade a broker's com-
missiorr by fee splitting.

The counselor is more likely to

ln reco6inition of his denlonstrated outstarrding proiessionalism in
real estate and for furthering the ideals of the Anrerican Society of
Real Estate Counselors and the CRE (Counselor or Real Eslate)

designation, lohn Robert White, honorarv chairnran and director of
Land.ruer Associates, lnc., New York, has been nanred the'1989
recipient of tlTe,ames D. Landauer Award.

A menrber of the Society since 1960, Wh ite served ;rs presidenl in I969
and presently is a member of the Rea/ [st.:te /ssues Editoria] Board.
White also is knorvn as the on6oing chairnran and moderator of the
Society's annual Economic Forecast, a highly acclainred program
where nationally prominent business experts g,ather to provide the
public rvith their proSnostications for the coming year

Regarded as a leader in the field of real eslate counselinS, White has

negotiated many of the best known counseling, assiSnments of this
decade includ ing the $.100 nrillion s.rle ofthe Pan Am bu ilding and the

John Roberr white, cRE $500 million refinancing of the Ceneral Motors building in
Manhattan.

As chairman ofTurner Equity lnvestors, a publicly owned realty trust, he neSotiated the t9BB merger of
Turner and MCI Properties of Boston in a $220 million transaction.

Author of numerous articles and books on real estate valuation, economics and finance, White has

received national recog,nition for his civic, business and literary accomplishments, including, New York

University's prestigious Urban Leadership Award.

White is also a member of the American lnstitute of Real Estate Appraisers (MAl), the Urban Land

lnstitute and the New York State Appraisal Society.

The Landauer Award is named tor the late lames D. Landauer, CRE who was instrumental in the
establishment of the Society and the preeminence of the real estate counseling profession. Other
recipients have included CREs Roland Rodrock Randall (1986i James E. Cibbons (1987) and Roy P

Drachman (1988).
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Survey results disclose the Counse lors' expectations on life in the
nexl era and those areas which pose a lack oi agreement.

by Charles l. Delaney and Maury Seldin, CRE

f\ ounselors of Re,rl Lstate rCR[sll members oi the
lU American So< iety of Real t\ldte Counselors, pdrli( i-
pated in a survey requestinB their expertise on the major
forces influencing real estate over the next two decades.
The respondents provided a diverse perspective as to:

l. transportation changes and residential location
decisions;

2. populalion Srowth in the Sunbelt states;

3. Boveroment ability to control the budget deficit;

4. rent control;

5. the etfect of technological innovation on the struc-
ture of the domestic economy.

The survey used a Delphi approach, developed by re-
searchers al the Rand Corporation in the 1950s, to elicit
expert opinion from CREs. The Delphi technique uses an
iterative methodology whereby survey responses are
r ontinually refined until a group of consensu5 stdlements
is ultimately reached. Three rounds of the survey were
conducted over a period of approxinrately nine months.

+l

TICURE 4
Operation and Capital lmprovement

Funding Per Visitor

Governmenl Appropriations

The use of Sovernn]ent .rppropriations for the national
parks represents an inrportant, a lbeit uncerl.rin, source of
funds in the future. Although Congress h.rs supporled the
park system in the p.rst, allocating oper.rlinB budllets to
the park systenr and .ruthorizing funds for the acquisilion
of nerv park lands, tlris area oi the federal budget is
p.rrti(ularl) rulneralrlc to politir,rl pre\\ure\, otler) on a
regional basis. Moreovet the l)udSetary process follow-
ing the passage of the C r.rmm-Rudman is likely to reduce
government .ippropriations lor the National Park Sen'ice.
The spirit oi the Reagan Administration, which consis-
tently supported user fees to directly a lloc.rte cost to those
rvho benefil, also m.ry persist.

Taxation

Taxation represents an indirecl yet imporhnt source of
funding for the national parks. Taxes are levied by a

number of Bovernmental agenr:ies and are alloc.rted to
various governnrental groups. Taxes are levied on the
income that is Benerated directly by park conces-
sionaires.rr)Although it is obvious that the park systenr is

the direct cause of increase in this form of governnrental
revenue, it is question..rble how nruch revenue from this
source is av.ril.rble to the parks.

Private Gifts And Crants
Historicallll (lonations of land, .rrtifacls, serr,ices and
funds have been verv important sources oi funding for the
park system. A nunrber oi civilians lrave devotecl their
individua I errergies to these programs. For example, llrere
are nrore th.rn .:r hundred consen alion org.rnizations that
promote and protect the national parks. Well known
advocates include lohn Mu ir, who spent his life exploring
anrl prearhing about n.rtional p.rrks to all xho rlould

FIGURE 5
Operation and Capita I lmprovement

Fu rrding Per Acre

I E-BEe*r*4+t4!

(rpilrllmpn,!rn!en(

Survey Series

The first iteration of the survey asked the real estate
counselors to identify the five most important forces

Charles l, Delaney, assi\tant proies.ot oi rcal estdle. Ba\lor Ltniarcit\',
recelr,ed hrs dcrtorate dtgree in re.1l ettate tom the Uniftt\iL.\ oi
flotida. His at cles have dppeared in leading real estarc publi.ations,
anclhe is lhe rccipientoi numerous grants and awardsiront governmen-
tal a4encies includinq the U.5. Department oi Energ.t-

Maury Seldin, CRE, is pretident oi Ho|t Adtisor) 
'er\ices 

and Homer
Hoyl lnsliule, an independent, nonprciit oryanization io(uting on
research with relevance. He is also Realtu Chai Prolessd aL lhe
Ametican Uni\rtsit'-, Deprrtment of Finance and Re.l/ E-state. -Se/drn has
aulhored ot co-authoted numerous books on real estate including the
iodhcoming Real Estate Analyses ,nd the Real tst.lle Handbook.

The Delphi Study cerndu(led in I988.rnd I989, w.r! supporled .rs a joinl
eiiorl oi the American So(ie\' of Real [state Counselors and the Homer
Hoyl lnstilule (HHl) an independent, nonprofit organization, ior-u5ing
on research wilh relevance.

aftecting real estate in the next lO-20 years and the likely
eflects of those forces on the real estate nlarkets. The
responses were grouped into 19 broad categories and lhe
five cateSories identified most oiien were used as lhe
basis of the second survey.

The second survey, incorporating Likert-type scales, of-
fered members of the Society a chance to indicate their
Ievel of agreement with the importance oi and their
expectations re8arding the eflects of the five major forces
identified in the first survey. As anticipated, respondees
were in general aSreement regarding the importance of
these forces on real esLrte over the next two decades.
However, the results of this second iteration revealed a
significant divergence ofopinion pertaining to the effects
of the five major forces. The desire to understand better
the nature of the difterences prompted a third iteration of
the survey.

The third round presented only those issues resulting in a
significant diver6lence of opin ion and asked CREs to once
again indicate their expectations ior the next l0-20 years.
ln addition, CREs were asked to provide the.tssumptions
behind their expectations, and to identiiy the specific
impacts of their expectations on re.tl estate in the next two
decades.

Entrance tees

The use of meaningful entrance fees represenls.i poten-
tial solr.rtion to several of lhe problems the park systen]
presently faces. First, the denrand for park attendance is

probably quite price inelastic; thus, park funding prob-
lems may be relieved somewhat by inrposing higher user
fees. ln the absence of empirical estimates, one can only
guess; however, it seems likely that increased entrance
iees will nol reduce park attendance. First, park entrance
fees represent a very small portion of the total averaSe
expenditures that nre necessary to travel and visit the
parks, and an increase in these fees shou ld not prove to be
discrimin.rtory for most visilors. Second, ii demand for
park attendance did decrease with the inrplementation oi
higher fees, the sites would benefit ..ts overcrowding
lessened..rnd rationing m.rde the p.rrks nrore enjoyable
t,orthose who utilized them. However, public p.rrks prob-
ably require entrance iees that all members of the public
can aflord. Thus, politicall.v. increasing entrance iees is

often reg,arded as.rn unpopular policy.

Automobile fees, for exanrple, were orig,in.rlly levied
largely for the purpose oi paying ior park roads and
improvements. The first.lutomobile admission fee w.rs
imposed at Mount Rainier in t908 and in the next tew
years at General Crant (1910), Crater Lake (l9l 1 ) Clacier
(19121 Yosemite (19'13), Sequoia (l91lI Mesa Verde
(1914) and Yellowstone 1915).rt

ln the early years sonre park visitors complained about
the automobile fees, which actually were fairly high.
However, the need for funds also was fairly high. ln 1 91 7,

as increasing numbers of automotriles entered the parks,
National Park Director Mather thought it wise to reduce
some of the entrance lees. t8 ln 1926 motor lees ag..rin
were reduced in several national parks, r') and since I 926
motor fees have not substantially increased in arry parks.

c

Capililldp.o!emenlr

I

REAL ESTATE I55UES FALLAVINTER 19I]9 IAFFE & IANOV: PROPERTY RICHTS & THE TRACEDY OF THE COMMONS lN THE NATIONAI. PARK SYSTEM 46

REAL ESTATE IN THE 21ST CENTURY:
A DELPHI PERSPECTIVE

I

.-

I
'l



,s

sE
'=

5 E
:E

r-giiiIti
qriie ;i:3 lr
F

iij! E
iilIir

E
E

iiltgE
E

iiil:E
ii€i

E
iiii;i:iiii,:iiE

ii

=
_i;F

€: 
E

 * a: it p=
il

i"S
irE

iaE
E

;:;i!=
E

E
,iE

isE
sE

E
ii=

;,;:

=
 il_.=

o 
9 F

,s 
or Y

l- 
o a v-/ 

a)

*E
i1=

(*;qE
'*izeZ

E
-,)-a.a-Y

=
 

!-J:Y
:0"19-

1--i;,;:>
i.!.sA

;cE
:c

i rE
 ad giE

 9:, i u i 5* r
E

72:eE
r;,#=

E
U

E
i271

.=
413-.?3=

=
;1=

i;=
.i1

E
 E

 "o; 
"oE

.y!=
,;-}=

 
E

 =
; 

-3
.Y

;c:. 
E

 =
 .=

 i 
: 

Y
 u o, i, - d :a

E
"=

i i-;1i;i::;?=
i,i

E
 ;; r=

 E
z;i;: ; a *) i. 

?
3 i ; n- {: 

>
 -* E

 "1? J - a a P
 t,=

t 
E

 a: E
r?:ii+

i;ig; j; 
E

gE
eE

+
+

iit*E
;iE

;=
=

!

P
 P

 
; 

e a I I E
 f i 

q(+
 i 

9 E
 I

=
=

 
cJ=

 
0J: 

/!.,.=
 

^ 
c 

.]

r!i iiE
E

I5sIIfE
iE

;
- 

=
-^ -

E
 E

; E
 aliE

i I rE
ie I lt

:iE
=

 r*iaE
E

*iii;;g=
i 

o E
 I j.: 

E
-. 6-6.:=

; 
':; 

d

iE
e; yr:z:*=

!E
E

E
 eiE

,
iiE

iE
 iiE

*rif €itgE
i

.-- 
0, di: 

^ 
d, r 

ii 
--=

 
0/-iJ^r-o

E
E

 i : ; ; z=
 " r 6"u 7,i+

 ; -g;
:,E

r i r: E
 E

 ?t rT
g ,iz7*

=
_E

 p =
 ? e ; 

7 Y
 :LS

aru c.c :. ii

+
:E

 E
; ltiE

;i g;l!;t :
*:E

;;a!E
:';t+

E
:;;eE

u=
E

P
E

E
;fei€io*i?7vd

-a iZ
;,.tt 

=
.! 

!.:-o 
O

.!=
N

---: 
o-,,=

=
E

IE
ii iF

iiE
iiiiiiIiiiiljilI E

iiliE
iiE

ii E
iE

iIiig:
;ii; ft*ii!;igiiitE

il*:E
igirii:iiiE

i ;E
iffiiE

i
izn; i;;E

nl: i i E
 : ffi =

 li r* 
g E

 i s: : ir r 
u * * i i ii e? j ri

i i ;it 
g E

 iE
iii ii : g iE

i; ; i iisr ;si ii i i 
E

 sr rg i :;ii : E
 i:

u;7 
c Q

 >
 :;

f! : 
-6r o; 

o, X
;

E
 E

 ?;_!p 
-i

: - 
^, - - --=

 
_

2 j 
Y

. i-a.? -a =
 2

6.!:F
lcE

lE
.E

 o-o6;.!.roqJ
d :eE

 * +
.I 

;l
* 

f-c 
E

 Y
:.9; 

-
I ;-5 e 3 E

 8 r"6
iia* 

3.4 ?U
) x 9-

gt :a F
 S

-..0,, ori 
ts

E
 9 3:; 

a s; 
E

P
 E

 rE
€; 

Y
 P

 X
E

E
?:i=

;i1
E

6 - 
- 

: 
Y

 A
 o :'-

O
 ar'-.Y

 
: 

(u 
_! =

t =
* E

 E
 E

 i 
rc 8.

9o 3 o ! E
 ! =

p d
E

 i;=
E

 
X

 i ! ;
oO

 6;oJ 
0r q 

- 
=

9
^L Y

O
Y

LT
/!:u=

ri 
r- 

!-Y
 

c 
3J Y

 ar'-

r l;igtE
E

i *E
:rii E

rcE
;;t;:H

E
tiE

E
ti

i; iIigg:i! iE
ItE

i; Iiili:E
iii:giiff I=

E
i i;;iiE

it 
t l;i:E

I !i+
:ri iE

:E
:tE

!tffi

! +
 g : E

 E
 ; i'ii:it1E

iir*i! ; I t E
 s ; iE

 i i ;E
:i ;

oo

6-O
.O

N
.9d

gJ o_o
c7 

c
1.,6o-.;o-

>
- O

'=
 

.5.1 
{, 

O
=

- 
o 

619: 
f 

-
E

iE
 i-vI;=

*
F

'i 
c !: E

 - 
a u

:a 
o gF

:0, 
c

eF
:9:e: 

"

;b!E
E

P
E

g
sE

tP
=

3e6
f.9.=

=
;".=

.9
6 7 <

 :; / 
Y

 a-
b.! 

y. E
, 

- 
i;

.s =
 g - 0-}E

+
s fE

P
=

=
 I !

- 
:1 0/ f 

u Y
r o.E

a Y
-E

 a !) 
c.=

=
 

q 
aJ -,=

 
- 

:9
&

e=
9B

E
le

9.Y
Y

l^ 
arF

:;E
P

iE
;s.

6 bE
;.,$-ilv

'E
 E

 9;* 
P

 E
 9p

E
 iF

E
*e;t3

_Y
_9;O

;A
=

a=

: 
o: g +

 
P

=
:!5tE

2212722 
E

 d9 d !: e
iE

!9 iE
;;:r;-=

f;E
cE

 :-"r !:i
i_ - 

cA
'- 

a>
rdi-r-c'E

O
A

 
xA

.rlc:

i=
p i 

zizE
 ! If t=

 iE
t; : it; =

;
-.e'a F

 
=

i59E
;:E

+
=

 ri 
*!;:iZ

;E
 r 5IE

i ; +
g;i:

9:i: ;i::i!E
:e;e;u E

;[:;F
T

 q=
.j: 

i6sgP
E

qpS
t5:t: 

.:E
E

66:^

=
:i: a:;;;riE

=
1icv .;gr!3

a5a5 
=

-z'lE
::3E

 ii.P
E

'a 
=

 X
 F

.! 
E

c12=
 

€ it€ -o o, - 5 A
rc E

 E
 1.0 

':.iE
''4

a r 3 3 ;7."ii5 ;s F
; fr i ;: ii sr

E
!rI 

*t-{€=
:g:E

E
U

- 
+

-E
*&

s
:y+

; 
a g E

 =
 " 

&
. 5 : .t7 a, a i: 

fT
E

rxE
E

E
*r. +

 qii tE
* 8:: f ;E

 : E
I;;t 

s

E
lE

 :: gi; i6E
=

E
 3 ffi ilili i; ii

trUo-

uo-= o_

o;fFZUFIFzFd.crl

c'EFzldlIl-s

aPaEi

rn,v ro lorr\r  ,JJ srrlool

;<C
L

.a .9 ^o
d,z 

Z

C
a

"c>
c-)

1

_I

i

_g



id
 

?A
3 

";
 

I 
=

E
 E

6 
hi

 S
i 

i 
E

 r-
 lo

, 
1

q 
; 
e 

lE
 3

f 
r 

18
 g

i= s,
 

l
;/!

i 
F

 J
E

 s

ia rr q;
1.

:O ,1
d

e 
q 

rid
: 

1'
,[A

-f
= r.
a)

zm ga ;L ag i6
F

 i
 I

:B
;

6 
i;:

lE
;

oa ':. -A i-.
1 

;
+

1r
:

:o
_5

r 
9:

F
q

E
 

;4
.-

g 
: 

l:

=

3P

t 
a-

; 
.!

6 
+

1"

;x
t 

s

9&
_ .<

E
:

ia

o

x 
:c

36
:

g c i

x 
1'

3 l-,
] 

.

0!
o ?c oJ 5'
r 

-

6d ao ,l-
 6 .E

C i l 3 6 3 lD o 3

ra
'

{;
s

a 
_o

-
ar

; = {r
,

ila
 

-!

=

-e X
a-

-
da

 -
-

5 a

f d q- ,t!
. C i o i:! f 6.
.'

c L

s ; E E
1

3 3

E
 I

'

P
r

+
ra as

.

't:
,

9; B
1

'g .!4 cp ;E

5;
e

?. a x 7 a

1n 6l
D

r 
[€

 
i'

a 
3!

6 
of a3 p_

6

r,
e ta

t:1
_ \.

t 
o!

S
i 

+
 +

; 
sd

=

S
 

J' ! 7 = 3 3_
-s =
 

c.
 l;

r 
+

.!

a

=
.

5'
! 1

q 3 C ,? e l .6 ;

o ',!
 t

1C i6 Q
A

,3 a?
.

o-
t

|6
-=

-

a9 i'o
-

!6 ia :'6 ?d -a tr
,

-l A
F C i !.

l: E

;: {.
al ;
o3

 
^

-6
 

-

q= fd ai :; 
"a

6= -l af qo

_1 g 3 !. 3

I 6-
- r P
-

:' r, f 3.
t'

a 6 = r

t ; 3 6

3 g 3

I

+ .: 3 l

3 9. E 3

n 
4 

=
.i 

-:
 

i 
3 

5 
3 

z'
--

7 
=

 { 
+

q 
r6

'-a
 5

1;
 

c-
i 5

23
i 6

iS
 =

=
 =

 ia
 i 

r 
dl

)F
-z

"i;
 +

i ;
 ;

 ; 
+

;;i
 ;i

=
=

;i 
i +

i5
r;

 ! 
3=

 ; 
lii

c6
;r

r
'd

: 
i; 

=
; 
i 3

 s
.-

e:
;: 

e{
Z

A
 1

1a
 =

 * 
i *

+
*i

ti;
-A

 e
 3

 ir
 E

 3
 *r

3;
:i;

 E
: 

+
f 
i

ui
 r 

:-
i a

: 
:' 

6 
\ti

 tE
iC

 ;
 1

;1
9 

3 

=
 5;

F
E

 a
; 
;E

-;
: 

r 
;1

8,
i :

 i 
iE

;E
 {'

- 
=

:
;;€

 =
: 
*=

i :
 E

E
.e

i ii
; 

e:
3 

3 
q 
i +

i+
:7

43
;: 

: 
q 

; 
=

a:
E

 ; 
i-3

E
 E

 {;
 : 

d 
i i

:
i; 

tE
; 
a:

; €
 ri

.li
 a

,; 
=

! 
i r

r+
ii3

; 
: 
t 
[r

'i2
\-

 i=
 =

 iq
 ; 

i5
 i.

:; 
lB

:fq
 i

!; 
E

+
:; 

ti 
r 

u 
iti

ti,
,+

r1
* 

a,
E

 ; 
o 

+
q:

ll&
a_

h 
6*

i=
; 

i4
 It

t+
i s

;1
1i

il 
ii 

:Z
i.:

a=
v

n 
=

i 
*f

t 
a 

7 
a 

a 
o 

aa
 

i 
(!

oi
o 

o 
Y

.'i
_ 

?-
<

 o
 <

1i
3;

Z
?l

JZ
 

)'
- 

5 
i4

 =
t 

iii
 

A
 t

Z
=

'e
r.

 =
 - 

--
 

Q
 6

o.
ir;

o,
6Y

o_
 

t
=

6 
! 

6 
a 

_ 
c 

O
 

:
; 

) 
<

 =
 7-

A
 r

--
i 

!

F
 -

;i=
U

 
A

 Q
 o

g 
<

C
. 

- 
X

 
dX

 
- 

u,
).

-.
i; 

P
aY

) 
=

'
2 

"-
7 

{ 
=

. 
=

, 
" 

: 
;

31
B

{1
;e

:it
o 

o 
E

 -
 Q

li-
q 

i
- 

- 
'?

 
- 

6 
lD

5.
i2

7Z
r 

-6
 

->

E
. 

o,
 +

z^
 

=
?!

 
z

! 
y 

,-
,D

 D
- 
r 

o 
x 

o
?;

 i
 r

 5
 1

6 
-;

 
i

-a
+

'.:
=

^1
-=

 
-

i a
 l=

9 
i; 

e 
ilt

 f
--

:-
 a

 -
 

e 
ir 

- 
-o

 
r

=
.o

.! 
-1

9 
cr

 =
.O

 
o

2 
=

:E
 a^

d 
-+

=
oE

 2
 +

!.:
 

o 
-.

 I
f 

d 
--

 
<

 il
+

*
; 

; 
; 

rD
:'(

D
 

a;
l!

6 t 5 a 5 1

= E
' r 9. o ;< 3 o_ o : 1F

_1 3 =

E 3 s €

3 6 3 > ^!
:

9i
-

tD o 3 a r.

F
E

.

It ti
;

I f- o P
,

llr

I
3 6 C =z --

t v !O !O

g i =

1,
* 

t<
- t;

4X
O

a<
 

E
0,

E
=

9-
<

J-
 

O
f 

E
=

E
E

 
la

l
<

 
tu

 =
::r

 
>

.v
 

=
: 

=
 

<
a 

L!
P

;;i
=

 
+

 
nz

la
i9

3:
:+

=
-.

 
P

 I 
3 

d 
g 

=
 [ 

7 
=

 ."
-P

 L
 =

 3 
] 

=
d 

) 
9:

" 
i 

y

=
iii

i i 1
ii;

 lE
i;i

iil
? 

tlr
iii

iil
lii

iii
 ii'

gi
3i

i i
iE

ie
*e

;+
i:i

i+
iil

llF
i i

ii+
gl

ii+
iiE

ii3
i =

iii
 1 

r
iff

i{ 
is

iii
iS

**
tii

f 
=

1;
ii}

ii3
;:i

ia
 e 

=
'ir

 +
;

il;
i r

i;r
-a

i=
;ii

i;;
 it

ii=
:;i

*i
i;r

i i
 I 

:g
 r

 t
iii

i =
i1

3i
;?

21
1i

:=
; 

g=
11

ii+
;;i

1i
=

; 
i i

 s
l- 

q 
I

=
\=

., 
,z

?i
?=

':d
?i

=
43

 
.7

;;.
 

j'=
*a

" 
7;

'7
6'

.;.
i. 

d 
,; 

j,:
_ 

- 
=

{ 
lT

 s
 p

E
 x

 o
.{

 -
J 

o
92

;: 
!9

..q
d 

E
-;

*;
::3

 
6 
i e

 =
'

; 
7 

!r
-.

o 
4 

x 
ii 

A
 :

l 
N

i- 
T

E
 o

l 
fl-

q!
 

i 
#

; 
-:

.-
 

=
 r 

r:
.-

 
-.

 
a\

:;\
'- 

=
 ^

: 
<

 X
:r

- 
ir,

,'
T

a 
o;

: 
i 

X
:ii

 
tr

 
=

:[s
;;i

gq
6i

:
i 

=
!: 

/D
1.

.o
-<

: 
oo

=
-;

 z
: 

-;
 

i 
f 

o 
y 

11

:a
l;{

:}
r*

ri 
*

=
?:

.4
-;

5f
 

=
.d

 
!.

rlD
:?

^=
=

'J
,v

-<
 

-a
?i

E
;^

€o
9 

3 
>

i-i
- 

-+
-+

_^
^3

 
o

3 
{{

E
 ii

fi 
{c

 s
 I

:;i
- 

T
t 

O
 -

 
=

.K
 -

- 
o

-5
!e

i=
9e

:ii
 

i)
-:

60
! 

rr
3 

- 
=

.r
i! 

lo
l.i

a1
9

i 
i 

=
r,

*;
16

 
0

:;_
E

-&
i:;

::
;5

?9
e;

1i
{

_! o f-
'

rq
 3

O
2z

i
P

n-
o.

:

=
. 

_1
,

=
4,

?a
I

!O rO O

F Z o s _! v o _! v --
t v o I -.
,] 7' -l I --
t o o o --
t I - o z c z 2 -l I Z --
l 6 z ..,
] ?

-

3-



_t
q,s.9.E_9,g"1l

hu

.qaE3-oo;

-" 
i 

;

.9 
i:i

ci i

.E

I!
"i

.3Ea]

Lo
'.o

.6I.;;-a-
d.c

oo.)

-"i1E
9

9i 
E

, =
.

:E

;,

i 
9P

o
t;:

q-6

:!

<
 -g :-

K
 

-eda;yx!i

,g.Eq9

'E

=
9 

I

rq:3
-.E
o.; 

e

{!>

N
:

i

=a_

E
a 

*.

{ 
b e }i

I

Y
A

I 
.5 

r
6E

d
6N

nto6i!
.o: 

A
 

>
-l 9_ 

- 
-o

- 
- 

E
di; 

! 
-E

d el 
; 

:
c 

;l

2-

"e .! gls i 
.E

P
E

E
"llE

i
! 

E
,

.9 
.p=

E
 

S
;

o 
a-

: 
Y

6 
o

x 
xq, 

<
.E

 
E

o f
3 _ 

5:-e
* i;l+

 lE
l

g 
i; 

E

. 
: 

Y
l ^ Y

-: 
X

l
A

 
E

 H
l:l5l

- 
E

 .9t 
E

; 
i

! 
E

 
=

6

fu 
-;

6 
-g

54€
;:d 

P
-E

 gl
E

.T
/ E

;5I
>

! Z
 

!l-- 
: 

E
 tl

- 
E

 >
] i- 

o a-E
l

q.d 
;iiY

t
E

 E
l 

xr:l
E

 E
l 

ii>
a 

^C<
i)

>
!

gEE

EEE

Iiooi

!,E,=,9E!oi,9,!;bE

E
o

e7

o:U
>

E
E

Et_t

E

E!iE

-oE
69

E3-o.9.

E;.g_

E
>

b 
@

:
N

 
5:i€pqJ

E
;

F
E

i

>
t

E

Ea.;E

,sI-6_3

2 
':'

;J3_a

:'E
:6,c;,!

I

3.9EE_9IoEE.9,a!-ce;
E

>

i;.s2

EEE93

E

i1 
_9Eq&jE.E,!o;

E;E

.!;

::;+
a

-EE

xi*E_9,

-.4
t 

-os
i1 I
E

'

g

il.E
l

EEE

=

6:
.',EIo=6lE

,E:,;IE

-6

.sa_

99a,:
--!!e-oo 3

E
 3:c1

;io

FUo-o-io-o;ufFZUFIF
-

ZFcl

=

vE
i-

1)

E

E
I

- 
: n il

,0J !

- o 9l
o 

E
 A

 il
u 

i 
o il

=
E

 
2

E
;- 

E

u2O
r

,g

6u.Fzuil!!F

ii!:i! 
E

E
itE

iE
€E

, ;E
E

iiE
i5*isti, :, : 

€
i :ii;;: 5+

i'E
iii=

i j:gf iE
gfi:E

E
E

iiifl f t
E

 =
.+

1=
n i.i1;;i;'; i ;=

i,iiij* ;*eE
*E

 rE
 i :

; i!E
=

ii iifii*ti=
i1=

-:'iiii-E
 r s+

r:i r+
 c :

r E
e;iii" 1?:iE

i*::=
=

.i+
E

 iF
il pt5*E

E
 i: E

 :
i =

.=
i:iE

'z sE
 3? ii ilE

i ti:E
: :i E

=
igf ; i E

g ;,i

=
 F

E
rs:il l*i:;if :riiiii;iffE

iiE
:iii i-i'

_o aJ ,.,._; 
,t. >

_9 
I 

0r 2 
Q

 @
 C

 7- 
a)

ii;5 
tE

ii;g 
-€;E

E
tyi; 

;83=
z=

 
=

ata;
Z

E
ty 

E
;i,urE

l 
t9-3eg

:.--c4 
;5.E

-bs 
-o -r'r

e-=
:P

 t:E
t6.r 

:H
!5*

E
=

i, 
;i;E

;T
 

$E
i:6

ipiT
 

;5;ii3 
:I!-s

.! o; 
-0," Y

^!,=
in 

=
5-d=

!ie€ 
B

E
n=

*;E
E

 sE
ir:

i+
;: 

::iiilt 
a€:;i

: =
 X

 F
 

5.F
 6€ c E

 +
.T

i!.g 
F

;l&
E

 +
t*l;r{sE

e;E
.r --c,. 

rf+
r-otr! 

f;3lJ;
=

r!ro 
9l!;Y

!:1!
=

 ". i..v 
5.r f,

A
;;rr 

el*i;H
=

;go;{q.
s=

;i: ;;i+
t;E

 =
.ici::

: " P
 j 3 .E

i: E
; 

C
 E

 ; 
t3 -.1 tf,

u" :5: 
c_3 E

 i* 
E

 " E
=

:1a-a
e."!: ;rZ

E
=

iX
 

=
 5 ai aE

a4r=
 

i 
E

55,;;"6 
-4?!'=

1

-l

::; iE
€* E

;!i jt+
gi e!:: :;tE

*: jE
=

+
r ;=

',iii1t*+
: gci=

E
 E

=
E

;t

r :*illi;zt;E
 :l?it it;+

+
;;tiiE

;ii$
f, f ;E

=
 il1i{:;!:i ; ; ii iiilE

i=
i t E

j E
! E

!
t f ff E

;l;:i i::: it-?izi=
iE

t;
; : ;i;E

ra;iiE
ri E

fflii ii:fiiE
E

gfi E
E

;i
$ t **:if ii"t s: i
s s*r?* ?E

i,ie=
;zzgiiiE

i; g;tlE
iE

E
!fi it;;

4P
L;3 496':r 

6-irP
 tyyeE

y
:! 

qE
 F

 :+
S

* i 
?2x,_=

a=
5* g!

; a? l iE
z=

=
-=

 -rgiiE
iiE

:,
;E

!=
 !i|E

=
=

; ; ir;6 
E

,E
 g il€

?:I:ii;;# 5..;f:=
;[;t

? t E
 tr i ?"p l: 

n-{ii=
a i:=

:i i
; F

r y pE
,e: rg =

€ F
;_!€ * i5E

E
 +

:i E
E

 ;=
:; 

=
 g; iE

 E
=

E
=

- X
i=

 i-aE
:€E

 r E
 sF

;=
i E

E
pE

i
s* i* z::=

ii,, T
iE

ii+
:;=

e
! E

 5;;aE
 i:ac i;!F

6E
*=

 : 
g

; a;ei: I=
ii 5i +

!; 
? ix.=

:t 
s

;t * ii E
ttiii iI E

! e::=
! i :

<
-8 ii! 

i g E
€ : 9 si 3r 6* S

E
 se*



tor job location. Part of that competition relates lo tirowth
of services versus manufacturinB employment.

The impacts of a continuinB grorvth trend are a B,reater
demand for all types of housinB in the short and long-run
with associated hi6iher prices, long-run demand for more
otfice space, h igher taxes to provide tor infrastruclure and
public services, shiti oi political power in Congress to
Sunbelt states and overall higher real estate appreciation
as compared to other parts of the United States.

The specific impacts noted by respondees believing the
trend in population growth will decline in the Sunbelt
tocused on this lrend's impact on the North. lncluded are
expansion of manuiacturing and related industries and
increased demand for office spar e.

Consequences Of Living Further Away From Place Of
Employment

The st.rtement that improvemenls in ground transporta-
tion and declining oil prices in recent years made it
feasible for the labor force to live further away from its
place oi employment inrplies residential location deci-
sions are a function of time and expense oi travel. The
divergence of opinion on the consequences of living
further away from place of employmenl is almost evenly
d iv ided.

While l,l percent of the CREs thou8ht tlrat travel factors
would continue impactinS housing location choices at
about the sanre rate as evidenced today, 36 percent telt
that transportation impacts would increase or sharply
increase over the next l0-20 years. Thirty percent felt a
decline in the influence of transportation tactors would
be noliced.

Those expecting .r conlinuation of current trends in the
impact of transportation on peoplel choice r.ri housing
location assumed that petroleum prices would remain
relatively stable .rnd improven'rents in inirastructure will
keep pace with increased demands oi commuter traffic.

Another l6 percent of respondees, however, anticipated
an increase in the trend toward suburbanization. They
based their expectations on the growth in housing costs in
urban areas, Breater interest in leisure time and recre-
ation, and increasing tolerance for commutinB.

The 30 percent of CREs believin8 that transportation
impacts on housing choices will lessen based their expec-
tations on rising energy prices combined with inadequate
mass transit and a deteriorating infrastructure. These
factors will impose limits on feasible commute distances.
The critical issues are related to energy costs and public
investment in mass transit.

A continuation of the trend toward a deterioratinu, trans-
portation situation will strongly affect real estate, espe-
cially the current proliferation of suburbs. Speciiic im-
pacts will include, more conrmercial and retail
development in outlyinB residential areas and more
sprawl in general. Those areas which are drawn into
developmenl will erperience higher pri( in,l.

Respondents believing the suburbanization era has
peaked predict increased urban revitalization, improved

urban mass transit, more iniilland high density develop-
ment and more close-in residential developnrent.

Service-Based Rather Than A Manufacturing-Based
Economy

The trend toward a service-based, ralher than a manufac-
turing-based economy is expected to increase according
to almost 47 percent of the survey participants. Thirty-
eight percent of the CREs .rssert th.rt the current rate of
change will remain about lhe same. However, I5 percent
of the respondees expect a decrease in the trend.

Those who expect the current shift to increase noted that
technology .rdvances, especially automation, will con-
tinue to displace industrial workers. Labor costs and
benefits enjoyed by U.S. workers, however, willconlinue
to outpace those of labor in foreign countries, and ad-
yances in computer and communic.ilion technologiy will
continue.
Those expectinB the current r.rte of change from manu-
facturing to service industries to remain about the same
assunle th.rt the discrepancv between U.S. and foreign
wages is decreasing and that exchange rate difierences
between the U.S. dollar and nrajor foreign cu rrencies will
continue to encourage foreign investn]ent in U.S.
industry.

A substanti.rl minority of CREs responding felt that the
trend towards a service economy is declining. Their
assumptions included a belief that current levels oi U.S.
manufacturinB are necessary to support a service-based
economy. These respondents.rlso stronBly suggested that
public opinion, in the torm oi increased pressure for
federal protectionist policies as well as general emphasis
on "nrade in the U.S.A." products, would help reverse the
trend.

Those who expect to see a continuinB shift in production
fronr manulacturinB to service predicted specific real
estate impacts, especially in regard to decreased demand
ior industrial real estate and increased obsolescence and
loss oi value in older manui;rcturing properties. On the
other hand, they predict th.rt demand for lig,ht industry
complexes, office and commercial real estate will in-
crease along rvith demand for suburban business parks. A
final impact of continued growth in the service sector,
they report, will be theSrowth of computer-based work at
home.

Those expecting a decline in the shiit of production from
manufacturing to service predict such specific real estate
imp,)cls as lecs dem;nd for office .'pace in ( oniunction
with increased demand for industrial and warehouse
properties. A phenomenon such as the resurgence of the
Rustlxlt, they observe, also indicates increasinpi demand
for housing as a mobile industrial workforce moves back
into Rustbelt states.

Status Of The Federal Eudget ln The Nexl 10-20 Years

RegardinB the statement that the federal budget has oper-
ated in the red in recent years, '17 percent of the re-
spondees indicated they expect the bud8el deiicit to get

measures as coniorm to the fundamental purpose of
the saicl parks . . . which purpose is to conserve the
scenery and the n.rtural and historic objects and the
wildlite therein.rnd to provide for the enjoyment of
the same in such manner and by such means as will
leave tlrem uninrpaired ior the enjovnrent oi future
generations.e

The act also created the position of director of the Na-
tional Park System. This post was initially occupied by
Stephen I Mather on May 16, 1917.

The National Parks Act has often been cited as.1 maior
milestone for the conservation movement because il was
the first piece of tederal legislation which helped ensure
that future generations would have riShts to us€ the
nation's land. The preservation of resources cannot be
assured, however, by sinrply settinB aside land for the
future. As is well known, the removal of a resource from
development via slate ownership postpones rather lhan
so/ves the question of the optimal rate oi consumption.

The initial interpretation of the National Parks Act was
actually quite difierent from its interpretation by nrany of
today's preservationists. At the time the act was passed,
the disappearance of wilderness still w.rs defined as
progress by most people. ln fact, Mather was more con-
cerned with amusing the public than with preservinS park
land. Proposed attractions at tlre time included such
things as tramways, resort hotels and scheduled bear
feedings.ro Nonetheless, the 1916 philosophical orienta-
tion of the act still is followed tod.ry.

The Present State

Unfortunately, the National Park Systenr is presently in a
state of decay. Several examples of declining conditions
inc lu de:

. Shoulders and walks along parts of the Shenandoah
National Parks 105-mile Skyline Drive in Virginia
are crumbling. Buildings are ralling apart. Several
camping areas are openinB late land some not al all)
because of fund ing curtailment.rl

. Erosion threatens the bathhouses in the Cateway
National Recreation Area in New York. Efforts to stop
the erosion have not been undertaken clue to lack oi
fu nding.rr

. Temporary sandbags fight erosion al Cape Hatteras
National Seashore in North Carolina because fund-
ing is not available for permanent retaining walls.rl

. The Quapaw Baths arrd other Hot Springs spas in
Arkansas are closed, not because of a lack of de-
mand but because of the lack of funds to restore
them to a safe and sanitary condition.rr

. Air pollution has reduced visibility bv up to 30% at
the Creat Smokey Mountains Park over the past two
decades. Sometimes pollution keeps visitors from
seeing, the other side of the Crand Canyon as well.
This condition could be improved if the National
Park 5ervice had more influence over developments
outside the parks. The funding needed to promote
this influence is not available.r;

. lt is estimated that the roads at Yellowstone are in

need of $ 100 million of repairs over lhe next I0 years.
However, the source of this funcling, is not yet
known. l6

. Pressure to shorten hours at parks, recreation centers
and wildlife refuges grows each year. Regular public
services such as visitors' centers .rnd nature tours
also are subjected to l)udget cuts on.r regul.rr
basis.r '. The denrise of the grizzly bear at Yellowstone has
been allegedly due to "poor rese.rrch and the use of
incomplete and often conflicting information to
nrake decisions on land use."r8

Although the popular press cites countless exanrples of
decay throughout the park syslem, these few examples
alone sugSiest that ch.rnge is needed. Although inade-
quate funding, often is cited as the cause of this deca-v, it is
really a symptom of a more basic problem. The use of
national parks..rs communal property, as theory predicts,
also has taken its toll. The National Park Service is a
victinr of its own burenucratic system.ind the ill-defined
properly riShts concepts that.lre associated with state-
owned resources.

The concerns and problems of the park syslem were
sumnrarized by President Richard Nixon on.r visit to
Crand Teton National Park during the sumnrer of 1971 :

The growing popularity of our parks has created a

number of serious new problems as millions of Ameri-
cans have sought the recre.ltion and respite they pro-
virie. Traffic congestion and crowded campsites are
becoming nrore common. ln marry places, natural
systems have been overburdened and damaged by the
presence of too nrany people. Wild aninrals and
unique plants have often been crowded out of their
traditional habitat. ln short, we are beginning to under-
stand that tlrere are limits to the.rmount of use our
parklands c.rn withstand, and that.rs more and more
people seek the Sreat rewards of outdoor liie, the
experience can be somewlrat diminished for lhem.r"

The problems President Nixon observed are typical of
communal property institutions: resources are overused
by consumers who have underassessed the marginal
costs of the resources in the face of governmental bud-
getary difficulties and high demands for the resources.
The challenge that the bureaucrats face eventually is how
to stop the ensuing tragedy. This is the challenge now
facing the National P.rrk System.

The Future Outlook

Cenenlly, the park service's goal has been to provide an
opportunity for all visilors to visit the parks without any
preference given to specific Sroups of visitors and under
conditions th.rl have the widest public JCCeptance. ln the
past visitors preferring the solitude of the wilderness and
those enioyinB the sociabilitv of the campground have
supported this policy. Now the sheer number of people
using the park system has led to less enerSetic support of
this policy as loo m.1ny parties on both sides seem to be
competing ior a shrinking supply of space.ro
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MEASURINC FINANCIAL RETURNS WHEN
THE CITY ACTS AS AN INVESTOR: BOSTON
AND FANEUIL HALL MARKETPTACE

TABTE 1

National Park Service
Usage ..tnd Funding

TABTE 2
Nationa I Park Service

Usage and Funding Ratios

Fiscal Federal Visitors
Year Acres

Operating
Funds

(000) (000) (000)

Fiscal
Year

Funding
Pcr Acre

funding
Per Visitor

capital
lmprovement

Funds
(000)

Total
Funding

(000)

Visitor
Per Acre

5.01
5.1 4
5.19
5.76
6.01
6.98

7 .49
8.1 5

9.09
8.86
9.1 0
J.q 2

4.17
.1.58
.t.6.1

4.66
4.61
4.80

The financial payback to the City of Boston
l'rom the development oi Faneuil Hall
Marketplace provides a starting point t'or
analyzing the benefits of public-private
downtown pro ject developntent deals.

1955
t956
1957
r 95B
r 959
1960
l96t
r96l
1961
1964
1965
r966
1967
r 968
r 969
197 0
197 1

197 2
197 3
197 4
197 5
197 6
197 7
197 B
1979
r 980
r98l
r 982
t983
198.1
t985

5t .57 3
6r,602
68.0r 6
65,461
{,8,900

86,66_)
97 ,045

102,71 l
r r 1,186
r 2t,ll2
1ll,08r
1 )9,676
r 50,816
r 61,990
17 2,005
200,541
211 ,621
2 r 5.580
)17,437
2 3 B,B,l9
)6 /- ,7 62
262,601
281,090
t82,43 5
100,I2.r
329,663
3)4.448
I15,646
I ):t,500
146,190

$ r 8,697
20,781
22,9 r- 6
27 ,605
29,961
32,682
37 .87 6
42,221
48,017
51,386
36,199
6r,380
67,743
78,572
B't ,67 4
96,450

120,244
tll,13l
170,661
r 90,380
220,100
255,040
295,173
341 ,D5
187,806
191.1.18
459,041
521,528
605,279
6r 6,390
626,8r8

r955
t 956
195 r-

195B
1959
r 960
I961
1962
1961
I96.t
r 965
r 966
196;
t968
1969
1970
1971
197 )
197 3
19/-1
197 i
197 6
1977
197 B
19i-9
r 9B0
r 981
r 9B.l
t9Bl
I 984
r 985

$ r.38
t.96
2.79
3.12
1.26
l.r0
1.5 5

1.67
4.1l
4.83
4.81
4.53
4.58
3.64
4.38
5.46
8.06
7 .66
8.88

r 0.84
11 .57
14.37
16.16

7 .03
6.95
6.98
8.57

10.62
9.47

10.21

2 ],889
2.1,898
24.410
2.r.l9B
24,497
25.704
15. r 58
.t6,001
2 s,859
26.102
26,5,19
26,5 5 r

27 ,187
27,971
28,460
tB,54l
28,7 31

28,850
)B,9 37
29,044
29,300
19..148
29,648
I I ,100
72,000
7.t,000
7 2.,021
72,042
72.058
; 2,071
71,I 0l

5 14,2 t 8
28,079
45,056
48,400
50,000
47,000
51,528
67,976
7 2,77 6
61 ,697
71 ,987
66,380
5 5,121
49,6r:
21 ,958
28.627
36,707
99,,160
51.O47
67,500
97,400
85,600

110,952
161 ,142
r 18,488
r09,r54
43,367
95,852

r 60,096
67 ,690

r r r,045

$ ll,9t 5
4B,B6O
68,032
76,OO5
79,963
79,682
89,404

r r0,200
120,79)
1 r -1,083
128.t86
127 ,760
123,066
r 28,184
r 0l.6l2
1)5,O77
I56,951
212.593
221,748
257 ,8BO
8r 7,500
140,6.10
426, t 25
507,677
506,294
500, ]02
502,408
6r 7,180
765,37 5
684,080
7)7 ,863

$ 0.58
o.79
L00
l.t6
l.t6
r.0r
r.0l
1.14
l.tB
r.02
1.06
0.96
0.88
0.85
0.63

). )7

).79
2.68
2.Bl
.r.08
J.44

Lq7

by lynne B. Sagalyn, CRE

f n the l9iOs, public iinant e took on ne\^ nreanin6 ior
I city off it iais' intenl on rebuilcling their downtt-rn n

.rreas. Pressed by ongoing cutbacks in federal aid and
existinB demands on municipal treasuries, cities as di-
verse as Baltimore, Boston, Circinn.lti, Los Angeles, Mil-
waukee, Philadelphia, San Diego and St. Paul adopled
businesslike practices. To altract the retailcenters, hotels,
sports stadiums and public amenities they wanted for
downtown, city ofiicials neg,otiated development agree-
ments with privale real estate firnrs, custon]{ailoring
financial assistance to m"1tch the specific needs oi indi-
vidual projects. To pay their share of the bill, cities
leveragerl public dollars, packaging diverse sources of
money with ingenuity and resou rcefu Iness. lncreasingly,
as part of their aSreements with developers, cities also
bargained for loan paybacks, Iease participations and
profit sharing. These financial interests were lhe synrbols
of a new practice: public-private cle.rl m.rking. By the
mid-l980s, this practice w.rs widespread in big and small
cities alike.l

Deal makin6 marked a turninB point in the way cities
managed and firranced downtown redevelopment.

Lynne B. SaEalyn, CRE, ir M asro( le p/orieJlot inlhe Depattment ot
Utban Studies and Plannlng at A.r.l-\sachuselt! lnstitut(. oi fechnologl..
Cambridge, llA, and a (orc tacull\ member oi ittlTi nraslers degrr.c
prcgtam in Rerl tstat(. DevelopmL'nt A srr.,(i,tli\t in real estate iinanLe,
Sagalyn has lncn conducting research on deal making n (it,/ develop-
mant and the r'ays in xhich public agcncies ,tnd private developnxttt
iims plan ancl <levelop <lottntox n ret.til centss

The author especiallv lhanks Bernnrd l. Frieden, co-author of Dowr-
to\,,n, lnc-: Hot| Ameri( r Rebui/d1 Cit,es {Cambrid8e, MA: MIT Pre\\,
19891 the l.rrSer research eibn from Yrhirh lhis paper is derived.
Appreciation also is exlended to Lilvrence t. Susskind, Lawrence S.

Br( o\a. ,ohn M( Mahan. ( Rl_. A. lery Kpycer Jn anony mou. referee tor
rommentg on nn earlier drJft, and Denise DiPisquale ior useful conver-
salions on lhis lopic. lohn Avaull oi lhe Boslon Rede\'elopment Aurhor-
ity assisted wilh data Lollection- Financial suppo( was provided by lhe
MIT Center for Real Eslale Development.

Pholo ctedit' Ihe Ror^r' Conrpant

Under the t,ederal urban renewal program, which for lwo
decades had funded the rebuilding, of downtown, cities
worked with developers at arms-lenBth as required by the
program's guidelines. Atier the urban renewal program
was shut down in 1974, cities dropped the cumbersome
reSulations and enrbraced .r new strategy that brought
them into f.rce{oJ.rce negotiations with developers.r As
they charted their own cou rse, cities became co-investors
in private developnrent projects. This new role gave cities
a right to share in nrajor decisions throughout the devel-
opment process, not just durinS the early approvals stage.
Arrd the new finarrcial agreements, unlike redevelop-
ment's traditional fiscal dividend oi risinB property tax
.rssessments, specified the rate and tinring of the return on
public investment.

growing, demands, funding ior park nraintenance, preser-
vation and capital improvements has lagged behind. Cuts
to the Nation.rl Park System budget under the Re;r6ian

Administration demonstrate that obtaining increased
funding irom the governnrent is difficult.J Perhaps the
next administralion will be otherwise disposed.

Ihe National Park System, with primary iunding irom
govern ment sou rces, provides a nother illu stration of C a r-
rett Hardin's "tragedy of the commons" .rt work.r The
nature oi a common pool of resources leads to common
property attributes in the iunding of its operations. Few
wish to pay for an entitlement that is provided to all
individuals, and the resu lling inefficient allocation causes
funding shortages ior the National Park Syslem and other
popular agencies.

Overview Of The Article

This article revit'ws several problems inherent b the
present park system and suggests some possible property
rights solutions. A brief history oi the National Park
System includes a description of the fornration r'lf the

service and the goals behind its foundinB. An assessn'rent
of propcrty rights' claims reveals that Hardin's "tragedy of
the commons" is disturbingly appropriate to the use and
the funding of the National Park System. A trend line
analysis provides a comparison of attendance and fund-
ing trends over a 3o-year period and demonstrates the
inadequacies of the present methods oi parks' funding in
ligiht of attendance trends.

The Crisis ln The National Park Syslem

Early formation
The importance of setting aside designated space for
recre.rtion has long beerr understood in this country. The
first Anlerican settlers provided their town rvith a com-
mons or village green. As communities Srew larSer, they
included parks in their civic planning. As the nalionl
weslward expansion proceeded in earnest during the
latter part of the 19th Century, thoughtful people advo-
cated lhe adoption ofconservation practices to ensure the
protection of suitable l.rnds and lt?ters ior public enjoy-
ment. Although this influence was only slight at the time
when the store of such natur.ll resources seemed
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the proiect, which was hard to predict. For the city, the
basic need was to make the project politica lly defensible;
for the developer, the need was to ensure a strong bottom
line. A workable deal had to take care of both of these
.onsiderations.

The negotiations over the Faneuil Hall nrarkets' lease
strelched out over l4 n'ronths. For both city and developer,
proiecting periormance of the project was an exercise in
uncertainty lrccause suburban m.rlls provided few reli-
able parallels to the innovative plan the developer and his
architect had conceived for food merchandising and
specialty retailing without department store anchors.
Timing was a tactot too. By the early 1970s, Boston had
added several new otiice buildings to its.rSed inventory,
but its downtown area was still in the doldrums. As a

result, lease negotiations took place in an atmosphere of
economic st.rgnation and financial maneuvering, as both
sides worked to line up the necessary commitments.

Rouse and his negoti.rting teanr, represented by the pro-
jecl manaSer plus t$,o attorneys, saw the Faneuil Hall
markets as h istoric but worthless in econom ic terms. They
b.rrgained hard for economic concessions that would
reduce their risk and enhance the ability lo recoup their
investment. They also pushed for total control over design
and related matters, trelievin!] that the project would
proceed more quickly if the entire job was placed in
private sector hands. The cily team was represented by
the BRA's director, deputy director and two attorneys.
Experienced in real estate malters, the BRA's deputy
director looked critically at Rouse's numlrcrs and, based
on his own financial analysis, questioned Ihe developer's
demands. The city te.ln'r did eventually give some on the
economic terms of the deal because it w.rnted the devel-
oper to have sufficient incentive, but it did not con]pro-
mise on design matters.

The city and Rouse finally settled on a 99-year lease and a
two-tier formula in which rent took the iorm of annual
payments in lieu of property t.rxes. Rouse agreed lo pay
the city 20% of Sross rental income, p/us 20'lo of revenues
in excess of $3 million. According to the agreement, the
gross rental income included any tenant payments made
to the developer ior utilities, taxes and other passthrough
expenses. To share the exceptionally h igh costs of ma inte-
nance and security downtown, however, the city allowed
The Rouse Company to deduct 33.3% oi lhe gross reve-
nues fronr retail subtenants who were assumed to occupy
60'%, of the rentable space.T Total payments in any one
year were capped al 25% oi this adjusted gross rental
income. The deal had two politically desirable features: a
guaranteed income from the property plus a chance to
share in upside gains. At the s.1me time, the deal limited
Rouse's paynrents to llre Buaranteed minimum unless the
project was a big success.

There were olher parts to the tax a8reement. For the first
three years during construction, the guaranteed payment
was abated. Originally, Rouse had agreed to a payment
schedule of $200,000, $400,000 and $600,000 corre-
sponding to the successiye completion of the three

market buildings. Within six months after the company
had been selected to develop the markets, Rouse wanted
to renegotiate the amount of these payments because
restoration workers found the buildings in worse shape
than.rnyone had realized. Water leakage over the years
had rotted manv of the old foLrndation beanrs, and Rouse
estimated that their replacement would add $l million to
construction cosls. To compensate the company for this
unanticipated burden, which the BRA could nol afford to
absorb under the terms of ils iederal renovation 8rant, and
to avoid the problems oi verifying costs, the city reduced
Rouse's guaranteed payments over the three year phase-
in period lo $50,000 per year, for a total abatement of
S1.05 million.

Analyzing Public Deal Making

Measuring the city's ex post financi..rl return from the
lease-tax aSreement raises a number of conceptual issues
and pr..rctical problems. They may be grouped in three
cate8ories: accounting for costs, adjusting for policy
decisions and evaluating negotiated trades. Each entails ..r

kind of probing atypical of traditional financial analysis.
Yet to u nderstand the financial dynanrics of public-private
deal making, a framervork is needed to explain how the
lerm\ ot Jn agreement conlribute lo penorm.rnce out-
comes.

Accounting Fot Developntent Deals

How much public money went into the project? Table 1

preseots .r static analysis of public developmenl costs and
net lease revenues.

Tracking project development costs is difficult because
cities rarely attenrpt to document lhc full expenses of
development, e.8., sofi administrative costs as well as

hard construction expenditures. Typically, cities do not
spend money out of their own budgets but instead rely on
feder..rl grant dollars. tax-exempt revenue bonds and
other off-budget iinancing, techniques. ln addition, costs
often are spread across a number of d ifierent departments
and agencies.

An accounting of the cash outlays for Faneuil Hall Mar-
ketplace reveals that over l4 years, Boston contributed
$12.4 million of public funds, or 2B'1, cf the tolal conr-
bined development cost. These doll.rrs covered the cost
of acquiring the two market buildings that were still in
private hands, renovating the exteriors oi all three build-
ings, relocating the remaining merchants, removing a
poorly placed highway ramp, installing new utility lines
and improving the streets and open spaces surrounding
the market buildings. This figure also includes expenses
t,or consultants and staff time associated rvith managing
the proiect. Boston otticials nrade financial commitments
for these activities early, operating under the belief that
the way to Bet a project done was to put to8ether a

complete package before searching for a developer.
Thus, by the time The Rouse Company was designated as

the developer of the project, nearly two-thirds of the
funds had been committed.
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The graying of America is impacting many
parti of the U.S. economy including the
home bu i ld i ng i ndu stry.

THE POTENTIAL MARKET FOR HOUSING
AMONG OLDER AMERICANS

on ly 12o1,. ln the second round of compromises, however,
the particip.llion or "kicker" failed to play the same role.
ln this instance, the city agreed to a $'1.05 nrillion tax
abatemenl .rs a way to finance unanticipated rehabilita-
tion costs. But, as shorvn in Part B ofTalrle 3, the increased
kicker resulted in little marginal gain: the proiected.l0-
year return for the final deal was lhe same as th.1t expected
under the terms of the preliminary deal.

ln retrospect, the problerrr was thal nobody knew just how
successiul the marketpl.rce would be. When they negoti-
aled for.i share of proiect gross revenues, city officials
also agreed to cap toLrl payments. When they rene8oti-
.rted the deal, giving three year's tax abatement in return
for a higher degree of participation in the revenues, lhe
cap limited the additional upside of the trade-otJ. A
comparison of the different trade-otls in Table 4 shows
that the cost of the obvious concession the tax abate-
ment- w.ls relatively small because, in the absence of
the cap, the trade was a potential winner. ln hindsiSht, the
cap was <rn error, as the results in Part C of Table l
indicate. Over the 40-year investment period, the cap
cost the city approxim.rtely 200 basis points in yield;
without it, the kicker payment would have been almost
two-and-a-half times as large.

Conclusions

Did the city get a Bood deal? Could it have done better?
Did it give away too nruch? ln retrospect, the tremendous
unexpected success of Faneu il Hall Marketplace prompts
these questions. Although they are iair que5tions, their
answers cannot be iound by applying financial logic but
rather by looking at the political calculus of the negotia-
tions. Actinll.rs a co-investor in the proiect me.rnt rene8o-
tiating thc dea I rvhen there were nlaior problems, and th is

renegotiation involved financial compromises. The con-
cessions were costly, even though at the time they ap-
peared reasonable. ln the early 1970s when city officials
were searching for a plan that would renew lhe deterio-
rated historic buildings, Rouse s proposal for a festival
marketplace was a radical deparlure from the norms of
retailing, notably off track in light of industry's abandon-
ment of the downtown. ln cutlinS a deal for the mar-
ketplace, city otficials were motivated by a broad set of
goals for downtown. They considered the project very
riskyand wanted Rouseto havefinancial incentivestoBet
it done as soon as possible. When they analyzed the deal
based on the most realistic numbers available at the tinre,
the financial trade-otTs appeared to be an equitable way
of sharing risk.

Ihe results of this ex post analysis suggest that cities can
earn competitive returns irom risk taking. As a financial
player, thecitytook many riskstoSettheprojectstarted: it
put up the early investment dollars, leased the property
and renegotiated the deal when the proiect ran into
problems. With its payments linked to project perfor-
mance, the city also took a risk that those payments
would vary-g,o down as well as up-as did happen
twice in nine years. However, the deal gave the city
limited exposure to downside risk with potential for

upside gain. Because the nrarketplace w;ts an overnight
success, the upside startecl florving sooner than anyone
expected. Lag6ing only a short while, the true upside was
the fiscal dividend that flowed into cily coffers from the
nrarketplace's impact on surrounding property values.
Nol yet quantified, these spillover beneiits would be
crilical components of any iuture expanded cost-benefit
analysis.

The city's insistente on a lease{ax payo]ent which tied its
revenues to project profitability was a key tactor contrib-
utinB to the strong financial pertbrmance of the deal.
Unlike conventional property tax revenues, payments
were, in eitect, automatically indexed and thereby not
dependent upon value re.rssessments or city council
approrirls of higlrer tax rdles. As d sourr e oi revenue ior
ongoing city operations, lhe profit-sharing revenue
stream represented a small sum for any big city budget,
but it oifered anothet non-financial advantage: political
protection for city otficials who were investing public
funds up front and taking risks to fu(her public interest
objectives.

Evaluations of public developnrent projects generally do
not use profitability as a measure of success because, as

in this case, cities most often seek a broader set of benefits
when they initiale redevelopment. When public invest-
nrents in private projects involve financial risk, howevec
proiital)ility is a starting point. lf the project earns a

competitive rate of return, presumably it is producing
benefits in excess of costs. Moreover, in an era of public-
private deal making, understanding the financial conse-
quences oi the trade-otts cities make in their nesoliations
with private developers is as importanl as proiectinB lheir
ultinr.lte financial return. ln bargaining with developers,
cities .1re handic.rpped if they do not understand the
financ ial value of the resou rces they l;rinA to the negotiat-
ing table.

NOTTS

l. Proiil sharinS aa(elerated in lhe earty 1980s. An imporlanl slim-
ulus w.ls Ihe federal Urban Development Action Crant program which
pla(ed heavy emphrsis on loan p,ryment and cnsh flow parlicipations
when makinB granl awards. tor more on this lopi( see, Clark, Susan E.

and Ri(h. Michael l. ",uakin8 Nloney \\'ork: The Nerv Urban Policy
Arend," Reiearch rn Urban Policy, Yol.1 1985: l0l-115.

2. See Frieden, Bernard l. and Sagalyn, Lynt'e 8., Downbwn, lnc.:
How America Rebuild\ Citiei, CambridSe, MA: MIT Press, Fall 1989.

l. see Kayden, letald, lncenti|e Zoning in Nerv I'or,( City: A Cost-
Benelil Analys^. Cnmbrid8e, MA: Lincoln lnslitute oi Land Policy, 1978.

4. Dowall, David E., "Public Land Development in the United
States," Ihe lournal oi Real Estate Developmenl, Vol.2 (Winler 1987):
19-28.

5. See'Account,rbility for the Development Dollar," a report pre-
pared by the Role oi Cities in Renl Esiate Development Committee,
(Minneapolisl Citizens League, lune 20, 1985; Asso(iation of lhe Bar of
the City oi New \brk Special Commitlee on the Role ofAmenilae! in the
Land Use Process, "The Role of Amenities in lhe land Use Process,"

Iune 1988, Office of the New York Slate Comptrollet Office of the Slate
Deputy Comptroller ior lhe Cily of New York, "New York Cat) PlanninB
Commission Accounlabilitv for Cish Contribulion5," AuBUsl I5, 1988,
Repon A-10-88; Offi(e of lhe Nelv York State Complroller, Otiice of the
Slate Deputy Comptroller for the Cily of New York, "New York City
PlanninB Commission CrantinB special Permits for Bonus Floor Area,"
Seprember 15, 1988, Report A-21'u8.

by Karen Martin Cibler

[l he lrond oi int reasing nunrber. of olrlcr < itizen: in
I the U.5. popul.rlion mdy l)c altributed lo qe\er.rl

factors. Low birth krtes in recent years nrean that lewer
young people are in the population. Extended liie expec-
tancies mean more people are in the older age categories
for longer periods of time. Thc grayin6i of Anrerica is

expected to continue as memlxrs of the l.rrgest single
seSment of the U.S. population by th1 lhe Baby Boorr
Seneration, start reacl'ring retirement aBe at the turn ofthe
next cenlu ry.

Traditionally, the new l]ome markct has becn domin.tled
by young, first-time buyers. Howevet with tewer young
families in the popul.rtion, honre builders must look to
other age groups for nrarket expansion. Tlre increasinS
mature and elderly segments of the population nr..ty
provide opportunities for home builders ii they le.rrn
about the Lrstes and pret.erences of older consumers,
develop the housing products they want arrd effectively
market to them.

When planning housing f,or older residenls, builders
should realize thal these consumers cannot be placed
into one generic g,roup. Researchers have identified at
least tour a8e cateSories within the mature and senior
citizen nrarkets: prerelirees aged 55 to 6.1, the active
elderly aged 65 to 7.1, widows and married < ouples ag,ed

75 to 84 with slight health problems and individuals aged
85 and older with nrore serious health problems.

Builders also should recognize that the housing choices
made by members of previous elderly population seg-
ments m.ry not be the best predictors of future housing
demand. Each successive Broup of Americans who reach
retirement age has different ch.]racteristics, and the peo-
ple within these Sroups or cohorts vary tremendously.
With risinS, income and educational levels and differtnt

Karen Mailin Giblet i\ a tltrtoral cancltc!.tte in rerl otr c at Ceor8i.r

litralive ,irislJrl in chargt oi planniog,snrJ zoning, an rconomic dtld
Lrantpo atiott \.\,sLem (ntLth.rnL and an energf and e<onontic devehD-
ment plann('r l6e holdr l)(nh .U.B.A. ,nd Ll.S. degfty\ in planninB.

il
t

lite experiences, the elderly population at the turrr of the
2lsl Century may be substantially different from the
current elderly populalion in ternrs of housing prel-er-

ences. The more builders learn about the elderly retired
and the people who are heading toward retirement, the
lrctter prepared they will be to serve these growinS market
seSments.

The purpose oi this arlicle is to help lrome builders
understand the characteristics and complexities ofthe 55
and older markets and present some ideas that builders
may consider when developing housing, for these market
segments.

Market Size And Composition

The 55 and older population of the United States is

6irou,ing and changing in conrposition, .rnd both oi these
facbrs attect the housing industry. The sheer growth in
size of the older population seSment indicates a need for
additi<-rnal housing services, and the change in conrposi-
tion of this group .rftects the type of housing and location
consunrers will choose.

The greatest growth in total number and proportion of the
U.S. population is currenlly occurring .rmonB the oldest

ll REAL ESTATE ISSUES, FALLA,VINTER 1989 SACALYN: MEASURINC FINANCIAL RETURNS WHEN THE CITY ACTS AS AN INVESTOR t.t
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A broker's liability to a buyer thus unquestionably extends
to situalions involving fraud on the part of the broker, with
fraud clefined as intentional, material m is representation.
AIso, any attenrpl on the part of a broker to lessen liability
by h.rving the purchaser sign a docunrent which purporls
to exculpate the brokerl fraud is held to be invalid on the
basis of public policy. Such documents usually are de-
scribed as contracts of adhesion and are not enforced.
Nevertheless, cases of purposeful fraud on the part oi.r
broker are probably rarc, gir,,en the requirements of li-
censing and the probability of losing that licerrse for fraud
(to sav nothinB of the specter of punitive damages that
mav result from the successful prosecution of a clainr of
fraud in a civil lawsuit).

Liability For lnnocent Misrepresentation And Deceit

Some states have imposed upon a broker what .rppears to
be a version of strict liability for any information the buyer
relied upon to his detriment. lf lhe information was
material, regardless of whether or not the broker knew or
should have krrown that the infornration he was giving
was false, the broker may be held liable in some states.
This was the vieu, oi the Supreme Court of Alaska in the
case of Eevlns v. Ballard.'. ln the Eevlns case, the court
ruled in favor of the buyer on the theory of "innocenl
m isrepresentation," even though the buyer's complainl
did not explicitly allege this theory. The court carefully
distinguished three types of nrisrepresentation (inten-
tional, negligerrl and innocent) and then applied the
following section of the 1977 Restatenrent of Torts:

One who, in a sale, rental or exchange transaction with
anothet makes a misrepresentation of a nraterial facl
for the pu rpose of inducing the other to act or to refra in
fronr acting in reliance upon it, is subjecl to liability to
the other for pecuniary loss caused by him by his
justifiable reliance upon the m isrepresenlrtion, even
though not nrade fraudulently or negligently.i

Although the Restatement of Torts does not specifically
inc lude brokers in this section, the Alaska Supreme Court
did. Moreover, Alaska is not alone in applying this almost
per -se degree o{ liability to real estate brokerage.tJ lt
would seem that the only path for a broker to take in states
that apply this degree of liability is to refrain from provid-
in8 any infornration about the property to a potential
buyer How th is path could be followed by those engaged
in real estate brokerage is op€n to question, and in a

business sense there always would be some brokers
willing to take the risk,

A somewhat less strict but nonetheless substantial theory
of recovery aSainst the broker is employed by those states
that review.r brokerl conduct under the context of
deceit. Ohio, for example, uses deceit as the measure of
culpability for statemenls made by a broker to a buyer.

lf a person makes a representation, not knowinS
whether it is true or false, he cannot be considered as
innocent, since a positive assertion of a fact is, by pla in
implication, an assertion of knowledge concerninB the
facl.e

This theorv produces an interestinS dilemma ior real
esLrte professionals in that the standard of care, owed by a
seller to a buyer in Ohio, is the low standard of cayeat
enptor The rnuch grealer stand..rrd of deceit is owed by
the seller's broker to the buyer The practical, iinancial
imbalance wh ich may resu lt from the use of th is dual and
opposite stanclard of care was noted by Judge Taft in 1956
in his dissent in Pumphrey et al v. Quillen, et al:

Q owns a house having no value. He employs T to sell it
for him. T represenls to P that the house is of masonry
construction. lf it were, it would be worth $8,000. ln
reliance on that representation, P pays Q $8,000 tor the
house and Q pays T a commission of $ 200. Thus Q gets

$ 7,800 for nothing. U nder the decision of th is court, Q
is allowed to keep the $7,800 and P Bets his $8,000
back from T rvho had received only $200 out of the
transaction and did not know lhat his representation
w.ls not true.lo

Deceit is thus defined as a lapse of "utmost Bood faith"
wh ich the broker owes, as a matter of law, to lhe buyer.r I

The Negligence Standard And Exculpatory Clause
Effects

Clearly, a state that recognizes the enhanced liability
standard of innocent m isrepresentation is not likely to
allow an exculpatory clause in a written document to
reduce the standard oi care. lt may also be said that if the
standard of care is deceit, no documentation by the
broker will serve to reduce his liability for naking untrue

However, it should be noted that numerous states take a
middle ground approach and use the negligence standard
to determine a brokers liability. Under the negligence
standard, a broker is required to exercise reasonable care
in conducting an inspection of the premises and in
nrakin8 staten'rents about it to the buyer A broker is
deemed to be negligent only if he fails to disclose prob-
lems that should have been discovered throug,h reason-
able inspection efforts. (ln Easton v. Strassburyer; lhe
court stated the issue as follows:

The issue then, is whether a broker is negligent if he
fails to disclose detects which he should have discov-
ered througlr reasonable diligence. Stated another way,
we must determine whether the broker's duty of due
care in a residential real estate transaction includes a
duty to conduct a reasonably competent and diligent
inspection of property he has Iisted for sale in order to
discover defects for the benefit of the buyerrr

ln answering this issue in the affirmative, the Calitornia
court stated that a cause of action may be brought against
a broker for negligence based upon what the brokcr
should have known and should have disclosed to the
buyer. The Supreme Court of Washington took a similar
view i.e., brokers are not liable for innocent and non-
negligent misrepresentations of material facts to buyers.
The court refused to iollow a strict liability standard,
conlnrentinB:

CLASS A URBAN VILLACE CORES FROM
SCRATCH: THE GROWING TREND

Class A cores have great promise for the
real estate industry, retailers, corporate and
professional tenants, municipalities and the
public.

by Christopher B. [einberger

f n the Ddst two det ades dozens of nerr Cl.tss A urb.tn
I village r ores' har e appeared irr suburh,rrr areas at ross

the nation-irrcluding such well-known sites as Costa
Mesa./l^,ine/Newport Beach south of Los Angeles, tlre
Princeton Corridor in central New Jersey Tysons Corner
in northern Virginia.rnd Perimeter Center north oi At-
lanta. Class A cores are high-quality, high-rise otlice-
oriented districts whose predonrinant nr.lrket segnrents
include national or regional corporate he.rdquarters arrd
branches of leading professional firms. These cores "rlso
include regional shopping centers, business and luxury
hotels, restaurants, entertainnrent facililies and often
housing.

Despite their increasing visibility and inrportance, thc'se
prestigious ofiice and rctail corcs generallv have been the
result of happenstance rather than plannin6. ln almost
every instance new Class A cores origin.rted as Cl.,rss C
cores (devoted to l)usiness parks and light industry),
changed into Class B cores (donrinated by back-otfice
space and business p.rrks), and eventuallv evolved into
Class A cores.

Now a new trend is emerging: Class A cores are being
built from scratch at the outskirts of several metropolitan
areas. Few real estate development trends hold more
promise for the real estate industry, retailers, corporate
and professional tenants, mu nicipa lities or the public. Yet

to fully understand-and profit from the new "Cl..rss A
core from scratch" trend, we must understand how it fits
into earlier real estate developnrent patterns specifi-
cally, the happenstance "first-Seneration" urban village
cores.

The Costa Mesa/lrvine/Newport Beach Success Story

The growth of the Costa Mes.r,/lrvine/Newport Beach
urban village core typifies the original urban villa6e

Chistopher E. Leinberger, is managingpdrher ai Rolx,rt Charles Lc\\er
S Co , in sr,ta fc, Neri. Le\,.o. A grad!,rtu' oi5$ arthmore Co/leg. rnd
Hrretd Busine\\ School, Lcinberger i\ r specir/iir in metopolitdn
de\,elopment uentJs and 5tme9i. planninq lor rea/ eJlrle devek)per5.

development trend. Twenty ye.rrs .rgo th is area of Orange
County, CA, was a mixlure clf housin6i lracts, sc.lttered
neighborhood retailcenters and some undeveloped farnr
and ranchland. The first phase in the crealion oi the Costa
Mesa urban village core involved the construction in the
early '1970s of a regional shopping nrall adjacent to
lnterstate.l05 (the San Diego Freeway) known as South
Coast Plaz.r. Next modesl one- and two-storv office build-
ing,s nearby were conrpleted ior local proiession.rl iirms
and light industrial tacilities were built for aerospace and
h ig,htech firrns.

But Costa Mesa./lrvine/Newport Beach's Class B and C
phases were short-lived, because Orange County's Popu-
lation and enrployment (especially regional-serving em-
ploymenl) were gron,ing rapid ly. ln the l9BOs, developers
erected Class A mid- and high-rise office buildings in this
urban village core.

Where permitted by zoning, mid- and high-rise office
buildings lrccame the norm in Costa Mesa,/lrvine/New-
F)rl Beach. Mid- and high-rise office buildings met several
needs: the corporate and professional ten.lnts'desires for
prestigious space without paying rising land costs. More-
over, only mid' and high-rise office buildings and hotels
created the necessary density and critjc.ll population

Ei
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markets. (The most prominent nrember of this Sroup has
been the iapanese.) The principal inducement has been
the worldwide perception of the stability and continued
growth of U.S. investments.

What distinguishes this owners'proiile from other inves-
tors is their source of funds wlrich is characterized by a

low cost of capital and often 100% financing and a

commitment to a long holding term. Pension funds and
foreign investors often compete for the same cl.rss of
property; however, foreign investors appear to be more
willing to hold properties longer and take greater risks in
ownership. The purchase price paid by foreign owners
thus may be more siBnificant to lhese purchasers' unique
financial position than to the properties' position in their
markets.

This new buyer segment of the nrarket again emphasizes
the importance oi investiSating owner profiles when
er,,aluatinS transactions in a loc..rl market. The lax man-
ager who represents institutional and foreign owners of
property must understand the local real estate market and
the potential buyers and their driving economic differ-
ences, These considerations must be conveyed to the tax
assessor to achieve equ itable market valuations. Tax man-
aBers may utilize the income.rpproach to valualion, to
compare simil.rr property valuation and overall m.rrket
trends and to cile such judicial decisions as the U.S.
Supreme Court case ol Allegheny Pittsburgh Coal Com'
pany v. County Contmission ol Webster County, West
Virginia, clecide<l in lanuary 1989.

Financing Profiles: Covernmental And Creative

Governmental financing programs and the new genera-
tion of creative iinancing which incorporates ownership
rights in Iending instruments, require specialized knowl-
edge and understanding, by the tax manager in order to
present and achieve equitable assessed tax v.rluntions.
The variety of encumbrances these new iinancing pro-
grams entail can make a significant impact on the
salability and lease potential of a property. Tax assessing
authorities generally fail to distinguish properties with
these encumbrances from other properties, which can
result in over-assessing the properties and reducing com-
parative yields to their owners.

Covernmenl f inanc inB

A number of federal and loc.:rl housin6i propirams, i.e.,
Section 236, 218, Section B and municipal trond financ-
inB programs, place varying operatinB conslraints on
property owners which affecl the market value of the
property. These programs frequently span decades and
are subject lo leBislative mandates which may alter the
programs' original intent. Comnron are limitations on
rents, tenant mix and caps on relurn to investors.

One valuation method the tax mana8er may use to ad-
dress the operaling constraints imposed by public hous-
ing programs is tlre computation of the equ ivalenl return.
This may be approached by working backward fronr an
accepted capitalization rate and forward fronr adjust-
ments to the income or expense cateBories affected by the

encuntbrances. Comparable encumbered complexes'
values in the same or neighboring jurisd ictions, as well as
per un it or square footage values, should be researched. A
tax man.r8er must be aware that these encumbered prop-
erties require special analysis, presentation and possibly
educ..rtional etiorts in order for the taxinB jurisdiction to
delernrine equitable valuation.

For example, sales of nrunicipally financed properties in
many jurisdictions since lhe'1986 Tax Act have been less
than or equal to the existinB outstanding debt amount,
which is usually more than the tax assessor's valuation.
One method of overcoming the recorded title transfer
price argun]ent is to note lhe nonrecourse nature of the
debt, when applicable, and the per unit value of compa-
rable properties.

Crcative f inancing

New creative real eslrte financing nrechanisms have
equ ity participation features that are comparable to rights
of ownership. Historically, ground leases and mortgages
on occasion contained a kicker provision which allowed
the holder to share in lhe increased inconre stream
generated by the property. Mortgages have been indica-
tors of value iust as Bround leases' present value computa-
tions often have been used to value land. The new hybrid
of these traditional real estate ownership inslruments,
however, can eftectively transter the rights of ownership
to a lender without creatinB the consequences of sales.

These encumbering instruments typically provide for
extensive sharing in profits, manaSement, options to
market or purchase the property and extensive sharing in
any sale's proceeds beyond the encunrbrance's value.
Such financing vehicles allow the property owners to
cash out their equity and delay federal tax liabilities,
while maintain ing the incentive to maximize a property's
potential. Essentially, the lender Sets the operatorl exper-
tise and effective ownership control over the property,
while the owner may receive the equivalent of sale
proceeds with an additional financial incentive to oper-
ate lhe property effectively in the future through revenue
sha ring.

Taxing jurisdictions have not addressed these new financ-
ing methods primarily because mortSage activity gener-
ally escapes the assessor's information collection pro-
cedures. A ground lease component may be identified
because of the recorded title change.

Tax managers dealinB with property that utilizes creative
finarrcing should make sure that owners are informed of
the disclosure process required in the jurisdiction before
they pursue appeals based on these arranBements.

Operaling Profiles

The different financial operating profiles of properties
may have an impact on one or more methods used to
value properties. Taxing jurisdictions that consider an
income approach to v.rlue may provide for, or allow the
inclusion of, stabilized financial figures and include both
inconre and expenses in perlorming the conrputation

tT! here are three reason* ior Lrursuing an assessmenl oi
I parcel level rlata in urblrt and regi6nal researr h. The

first focuses on the question of the informational value of
data. Many models of urban .rnd regional systems are
made operational with census-like population and enr-
ployment data. However, there .rre two major problems
inherent in using census-like data: (a) their inirequency
enables only snapshots to be obtained instead of the
dynamics being studied; and (b) model structures and
model solutions olien are instrumentalized, that is, inr-
portant theoretical concepts only are approxinr.rted by
whatever d.rta is available.

The second reason is directed at the twin issues of
aggregation and scale in urban and regional modeling.
Urban and regional models, suclr as econonric base or
land use distributions, are constrained by census-like
geographic definitions such as the census tract or traffic
analy:is zone. While lhis lerel of agg,reSdlion i\ Jppropri-
ate for understanding and bu ild ing broad models of urban
systems, it is particularlv inappropriate for micro-level
analyses such as impact assessments. Two important
questions are: (a) is there an appropriate use for parcel
level data among the myriad of urban and regional
models; and (b) can parcel level data help achieve the
Ievel of disaggregation otien desired by builders of more
aggregated models?

The third, and least understood reason for exploring
computerized parcel level information is the increasing
use of this information as the base layer in the (onstruc-
tion of Beographic intbrmation systems (ClS). This is a
generic name Biven to computer sotiware that maps
spatially distributed data. Horvever, CIS is cle.rrly more
than just a simple computer cartography tool. One of its
more powerful concepts is the ability to link information

David C. Ptosperi, is diectot oi the Urban and Reiional Planning
Prcgram at Flotida Allantic Univefiily, fo Lauderdale, fL, andeliorof
Computers, [nvironmenl and Urbrn Sy5lems. His areal ol e\perlise
include computetit(4 plannin| toolJ. lo(al and rcEional economic
development and urban gro\ h patte,ns.

\

.ii

THE USE OF COMPUTERIZED PROPERTY TAX
DATA FOR URBAN AND REGIONAL ANALYSIS

Property lax assessmen t data, with some
mddititaion of available databases, can be
a powerful tool for theorelical and
empirical research.

by David C. Prosperi

on one map with information on another For example,
assuming that separate maps or geo-coded files exist for
parcel identification, conrmercial square footage by par-
cel, nray be linked with specific commercial use of
properties by parcel. For example, il is a relatively
straightforward task for a C lS to find and map the intersec-
tion of all commercial parcels containing auto-after-
market stores with fewer than 1,000 square feet of usable
space.

This article reviews the use of parcel level data in the
urban and regional literature, then demonstrates how
property tax appraiser data may be used to study urban
growth and spatial structure in Orlando, FL. The final,
more speculative section presents a brief agenda for
future use of parcel level data aimed at geographic,
planning, and real estate researchers.
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Substantive Research: Suburban Activity Centers

Etlbrts to explain the developnrent of sulturban activity
centers have tended to articulate broad phases or stages.
For erample, Prosperi. et al, r onr eptullized, calculated
and graphically portrayed the development path for se-
lected suburban centers.r The developntent path was
def ined ..rs the cumulative magnitude oi sp.rce absorption
within a small geographic area. The V (a,l,u) database was
subjecled to a simple query by lhe.rltribute location,
resulting in a new database conlaining values for the
variable space across all time period-l.rnd use categories.
The dataset then was analyzed using Lotus l-2-3 soft$,are.

Figures 5 and 6 show the overall and sectoral develop-
nrent paths for Altamonte Springs, an activity center
located in suburban Seminole County and centered on a

rajor intersection between l-,1 ancl SR 436 (a maior non-
interstate arterial connecting the airport.rnd the northern
portions of the area).

Altamonte Springs is clearly.r residential conrmunity. lts
overall spar e densily is 1.760. 698 \(lu,lre ieet per square
mile. Eight percent of space is associated with ottice,
industrial and wholesale land uses .rnd ;rnother eight
percent is devoted to retail and service land uses. Figure 5
shows the overall (housing and non-housing) develop-
ment paths. Virtually undeveloped until 196.1, the overall
development path in Altamonte Springs has three clearly
identified stages. The early stage (1964-1972) is domi-
nated by residential development. The second stage
(1972-1980) is a mix of housingi and non-housing devel-
opment. In the third stage (1980-1984), non-housing de-
velopment appears to be increasing at a Lrster rate than
housing development. Figure 6 clearly shows the lakeoff

stage for non-housing development. A retail investment
during the 1972-197 4 period gives iorm to the develop-
ment path graphic. The rate oi change ior retail and
service space increases during that period, while the rate
of change ior offices and industri.tl and wholesale space
remains constant. There is some recent n]ovement in the
induslry and wholesale sectors.

A Research Agenda

Urban and reglional analysis proceeds by advancing our
understanding of both conceptual forces and empirical
realities. While the Orlando experin'rents are only a
beginning, the purpose oi this section is to speculate on
addition.rl uses oi parcel level data in urban and regional
nrodelirrg and in terms of database development.

Enhan<e Urban And Regional Modeling Eiiorts

From .l substantive perspective, parcel level data seems to
be espec ia lly prom ising in a nunrber of areas. The first is a
series of working papers, by class of model, that focuses
on how parcel level data may enhance analytical etforts.
Urb..rn density functions are one class of models that are
capable oi substitutinS parcel level data ior census-like
enrploynrent and population data. These models summa-
rize the well-known manitestation of distance decay irom
either monocentric or policentric struclures. Estimation
of url:an tlensity functions normally relies on the use of
sampled census tract statistics which acl as proxies for
physical concepts. To date, these models have been used
almosl exclusively for employment and population distri-
butions. Substitution of parcel level data, which can
provide access to other parcel attril)utes, such as

FIGURE 5

Altamonte Spring,s Overall Deyelopment Path
0 950-r 984)

FICURE 6

Altamonte Springs Non-Housing Development
950- r 984)

:

Year
O!.rall Ho$in8 r Olher Developmenl

l?.r
nerril,rnd Scrnf\ ()fr'i(e\ I rndustriiland whole'ile

FICURE 3

Orlando, FL, Land Values (1975 )

IICURE 4

Orlando, FL, Land Values (19B5)

industrial, commercial and service space, will yield a
much richer set of results. For example, agsregating
parcel level data on conrnrercial space to the section level
and calculating distance irom the CBD to all sections,
allows physical conrmercial space distance decay func-
tions to be calculated. Finally, ii distance decay functions
are construed as bid-rent curves, then verification and
further arliculation of sp.rtial equilibrium theory is di-
rectly possible.

A second area is the development of a larpie-scale, multi-
Iand use category model of urban density and spatial
equilibrium. On a more praSmatic note, CIS environ-
ments may be used to do real economic geoBraph,v,
including market analysis, iacility location analysis and
operational transportation plann ing. Research in this are.r
may include creation of new planning stand.rrds for
commercial and service facilities.

Database Development

The Orlando experinrents and the possibilities o[ using
parcel level data to enhance urban and regional analysis
provide a rich platform for speculating on a future re-
search a8end.1 that has both technological and institu-
tional components. From a technological perspective,
the Orlando work involves a variety of compulers and
operatinS systems. The database currentlv is maintained
on a mainframe; non-mapping analysis is done by down-
loading to Lotus l-2-l; mapping is done on ;t Macinlosh

computer using Hypercard; and statistical an;rlysis is
done on 5P55/PC +. Clearly, to be better functioninS, a
time-space-use daLrl;a:e needs to be developed as an
inte8rated system.

From an institutional perspective, two areas of research
and training seem to be especially important. The first is
making property appraisers more aware of the critical
role they can play in generating meaningful dat"1. For
example, the Orlando dala would be much more valu-
able if certain structural characteristics (e.g., number of
bedrooms) were available. The second critical institu-
tional research need is the conceptualization and devel-
opment of models that conrbine agency interests, usually
operational, with the needs of urban and regional an-
alysts. The capabilitv of C l5 to move among layers of dala
is a start. The critical issue, however, is the development
of systematic searches of data layers to produce sinrul-
taneously information and intelligence for use by both
agency and urban and regional analysts.

NOTES
l. Catarese, ,4.1 Scienliii. Methods of Urban Analysis. L.ttbana, lL:

University ol lllinois Prcss, 197).
2. Prospeti, D.C.. Smith. [r. ]i li Declea I fhe evolutioD oi urban land

values: The case oi O rndo, fbtida. Paper prcsented aL the Ltrban
Aiiairs Association. BdhimorL', Llar\,land, Ltarch, l9Bg-
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markets. (The most prominent nrember of this Sroup has
been the iapanese.) The principal inducement has been
the worldwide perception of the stability and continued
growth of U.S. investments.

What distinguishes this owners'proiile from other inves-
tors is their source of funds wlrich is characterized by a

low cost of capital and often 100% financing and a

commitment to a long holding term. Pension funds and
foreign investors often compete for the same cl.rss of
property; however, foreign investors appear to be more
willing to hold properties longer and take greater risks in
ownership. The purchase price paid by foreign owners
thus may be more siBnificant to lhese purchasers' unique
financial position than to the properties' position in their
markets.

This new buyer segment of the nrarket again emphasizes
the importance oi investiSating owner profiles when
er,,aluatinS transactions in a loc..rl market. The lax man-
ager who represents institutional and foreign owners of
property must understand the local real estate market and
the potential buyers and their driving economic differ-
ences, These considerations must be conveyed to the tax
assessor to achieve equ itable market valuations. Tax man-
aBers may utilize the income.rpproach to valualion, to
compare simil.rr property valuation and overall m.rrket
trends and to cile such judicial decisions as the U.S.
Supreme Court case ol Allegheny Pittsburgh Coal Com'
pany v. County Contmission ol Webster County, West
Virginia, clecide<l in lanuary 1989.

Financing Profiles: Covernmental And Creative

Governmental financing programs and the new genera-
tion of creative iinancing which incorporates ownership
rights in Iending instruments, require specialized knowl-
edge and understanding, by the tax manager in order to
present and achieve equitable assessed tax v.rluntions.
The variety of encumbrances these new iinancing pro-
grams entail can make a significant impact on the
salability and lease potential of a property. Tax assessing
authorities generally fail to distinguish properties with
these encumbrances from other properties, which can
result in over-assessing the properties and reducing com-
parative yields to their owners.

Covernmenl f inanc inB

A number of federal and loc.:rl housin6i propirams, i.e.,
Section 236, 218, Section B and municipal trond financ-
inB programs, place varying operatinB conslraints on
property owners which affecl the market value of the
property. These programs frequently span decades and
are subject lo leBislative mandates which may alter the
programs' original intent. Comnron are limitations on
rents, tenant mix and caps on relurn to investors.

One valuation method the tax mana8er may use to ad-
dress the operaling constraints imposed by public hous-
ing programs is tlre computation of the equ ivalenl return.
This may be approached by working backward fronr an
accepted capitalization rate and forward fronr adjust-
ments to the income or expense cateBories affected by the

encuntbrances. Comparable encumbered complexes'
values in the same or neighboring jurisd ictions, as well as
per un it or square footage values, should be researched. A
tax man.r8er must be aware that these encumbered prop-
erties require special analysis, presentation and possibly
educ..rtional etiorts in order for the taxinB jurisdiction to
delernrine equitable valuation.

For example, sales of nrunicipally financed properties in
many jurisdictions since lhe'1986 Tax Act have been less
than or equal to the existinB outstanding debt amount,
which is usually more than the tax assessor's valuation.
One method of overcoming the recorded title transfer
price argun]ent is to note lhe nonrecourse nature of the
debt, when applicable, and the per unit value of compa-
rable properties.

Crcative f inancing

New creative real eslrte financing nrechanisms have
equ ity participation features that are comparable to rights
of ownership. Historically, ground leases and mortgages
on occasion contained a kicker provision which allowed
the holder to share in lhe increased inconre stream
generated by the property. Mortgages have been indica-
tors of value iust as Bround leases' present value computa-
tions often have been used to value land. The new hybrid
of these traditional real estate ownership inslruments,
however, can eftectively transter the rights of ownership
to a lender without creatinB the consequences of sales.

These encumbering instruments typically provide for
extensive sharing in profits, manaSement, options to
market or purchase the property and extensive sharing in
any sale's proceeds beyond the encunrbrance's value.
Such financing vehicles allow the property owners to
cash out their equity and delay federal tax liabilities,
while maintain ing the incentive to maximize a property's
potential. Essentially, the lender Sets the operatorl exper-
tise and effective ownership control over the property,
while the owner may receive the equivalent of sale
proceeds with an additional financial incentive to oper-
ate lhe property effectively in the future through revenue
sha ring.

Taxing jurisdictions have not addressed these new financ-
ing methods primarily because mortSage activity gener-
ally escapes the assessor's information collection pro-
cedures. A ground lease component may be identified
because of the recorded title change.

Tax managers dealinB with property that utilizes creative
finarrcing should make sure that owners are informed of
the disclosure process required in the jurisdiction before
they pursue appeals based on these arranBements.

Operaling Profiles

The different financial operating profiles of properties
may have an impact on one or more methods used to
value properties. Taxing jurisdictions that consider an
income approach to v.rlue may provide for, or allow the
inclusion of, stabilized financial figures and include both
inconre and expenses in perlorming the conrputation

tT! here are three reason* ior Lrursuing an assessmenl oi
I parcel level rlata in urblrt and regi6nal researr h. The

first focuses on the question of the informational value of
data. Many models of urban .rnd regional systems are
made operational with census-like population and enr-
ployment data. However, there .rre two major problems
inherent in using census-like data: (a) their inirequency
enables only snapshots to be obtained instead of the
dynamics being studied; and (b) model structures and
model solutions olien are instrumentalized, that is, inr-
portant theoretical concepts only are approxinr.rted by
whatever d.rta is available.

The second reason is directed at the twin issues of
aggregation and scale in urban and regional modeling.
Urban and regional models, suclr as econonric base or
land use distributions, are constrained by census-like
geographic definitions such as the census tract or traffic
analy:is zone. While lhis lerel of agg,reSdlion i\ Jppropri-
ate for understanding and bu ild ing broad models of urban
systems, it is particularlv inappropriate for micro-level
analyses such as impact assessments. Two important
questions are: (a) is there an appropriate use for parcel
level data among the myriad of urban and regional
models; and (b) can parcel level data help achieve the
Ievel of disaggregation otien desired by builders of more
aggregated models?

The third, and least understood reason for exploring
computerized parcel level information is the increasing
use of this information as the base layer in the (onstruc-
tion of Beographic intbrmation systems (ClS). This is a
generic name Biven to computer sotiware that maps
spatially distributed data. Horvever, CIS is cle.rrly more
than just a simple computer cartography tool. One of its
more powerful concepts is the ability to link information

David C. Ptosperi, is diectot oi the Urban and Reiional Planning
Prcgram at Flotida Allantic Univefiily, fo Lauderdale, fL, andeliorof
Computers, [nvironmenl and Urbrn Sy5lems. His areal ol e\perlise
include computetit(4 plannin| toolJ. lo(al and rcEional economic
development and urban gro\ h patte,ns.

\

.ii

THE USE OF COMPUTERIZED PROPERTY TAX
DATA FOR URBAN AND REGIONAL ANALYSIS

Property lax assessmen t data, with some
mddititaion of available databases, can be
a powerful tool for theorelical and
empirical research.

by David C. Prosperi

on one map with information on another For example,
assuming that separate maps or geo-coded files exist for
parcel identification, conrmercial square footage by par-
cel, nray be linked with specific commercial use of
properties by parcel. For example, il is a relatively
straightforward task for a C lS to find and map the intersec-
tion of all commercial parcels containing auto-after-
market stores with fewer than 1,000 square feet of usable
space.

This article reviews the use of parcel level data in the
urban and regional literature, then demonstrates how
property tax appraiser data may be used to study urban
growth and spatial structure in Orlando, FL. The final,
more speculative section presents a brief agenda for
future use of parcel level data aimed at geographic,
planning, and real estate researchers.
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A broker's liability to a buyer thus unquestionably extends
to situalions involving fraud on the part of the broker, with
fraud clefined as intentional, material m is representation.
AIso, any attenrpl on the part of a broker to lessen liability
by h.rving the purchaser sign a docunrent which purporls
to exculpate the brokerl fraud is held to be invalid on the
basis of public policy. Such documents usually are de-
scribed as contracts of adhesion and are not enforced.
Nevertheless, cases of purposeful fraud on the part oi.r
broker are probably rarc, gir,,en the requirements of li-
censing and the probability of losing that licerrse for fraud
(to sav nothinB of the specter of punitive damages that
mav result from the successful prosecution of a clainr of
fraud in a civil lawsuit).

Liability For lnnocent Misrepresentation And Deceit

Some states have imposed upon a broker what .rppears to
be a version of strict liability for any information the buyer
relied upon to his detriment. lf lhe information was
material, regardless of whether or not the broker knew or
should have krrown that the infornration he was giving
was false, the broker may be held liable in some states.
This was the vieu, oi the Supreme Court of Alaska in the
case of Eevlns v. Ballard.'. ln the Eevlns case, the court
ruled in favor of the buyer on the theory of "innocenl
m isrepresentation," even though the buyer's complainl
did not explicitly allege this theory. The court carefully
distinguished three types of nrisrepresentation (inten-
tional, negligerrl and innocent) and then applied the
following section of the 1977 Restatenrent of Torts:

One who, in a sale, rental or exchange transaction with
anothet makes a misrepresentation of a nraterial facl
for the pu rpose of inducing the other to act or to refra in
fronr acting in reliance upon it, is subjecl to liability to
the other for pecuniary loss caused by him by his
justifiable reliance upon the m isrepresenlrtion, even
though not nrade fraudulently or negligently.i

Although the Restatement of Torts does not specifically
inc lude brokers in this section, the Alaska Supreme Court
did. Moreover, Alaska is not alone in applying this almost
per -se degree o{ liability to real estate brokerage.tJ lt
would seem that the only path for a broker to take in states
that apply this degree of liability is to refrain from provid-
in8 any infornration about the property to a potential
buyer How th is path could be followed by those engaged
in real estate brokerage is op€n to question, and in a

business sense there always would be some brokers
willing to take the risk,

A somewhat less strict but nonetheless substantial theory
of recovery aSainst the broker is employed by those states
that review.r brokerl conduct under the context of
deceit. Ohio, for example, uses deceit as the measure of
culpability for statemenls made by a broker to a buyer.

lf a person makes a representation, not knowinS
whether it is true or false, he cannot be considered as
innocent, since a positive assertion of a fact is, by pla in
implication, an assertion of knowledge concerninB the
facl.e

This theorv produces an interestinS dilemma ior real
esLrte professionals in that the standard of care, owed by a
seller to a buyer in Ohio, is the low standard of cayeat
enptor The rnuch grealer stand..rrd of deceit is owed by
the seller's broker to the buyer The practical, iinancial
imbalance wh ich may resu lt from the use of th is dual and
opposite stanclard of care was noted by Judge Taft in 1956
in his dissent in Pumphrey et al v. Quillen, et al:

Q owns a house having no value. He employs T to sell it
for him. T represenls to P that the house is of masonry
construction. lf it were, it would be worth $8,000. ln
reliance on that representation, P pays Q $8,000 tor the
house and Q pays T a commission of $ 200. Thus Q gets

$ 7,800 for nothing. U nder the decision of th is court, Q
is allowed to keep the $7,800 and P Bets his $8,000
back from T rvho had received only $200 out of the
transaction and did not know lhat his representation
w.ls not true.lo

Deceit is thus defined as a lapse of "utmost Bood faith"
wh ich the broker owes, as a matter of law, to lhe buyer.r I

The Negligence Standard And Exculpatory Clause
Effects

Clearly, a state that recognizes the enhanced liability
standard of innocent m isrepresentation is not likely to
allow an exculpatory clause in a written document to
reduce the standard oi care. lt may also be said that if the
standard of care is deceit, no documentation by the
broker will serve to reduce his liability for naking untrue

However, it should be noted that numerous states take a
middle ground approach and use the negligence standard
to determine a brokers liability. Under the negligence
standard, a broker is required to exercise reasonable care
in conducting an inspection of the premises and in
nrakin8 staten'rents about it to the buyer A broker is
deemed to be negligent only if he fails to disclose prob-
lems that should have been discovered throug,h reason-
able inspection efforts. (ln Easton v. Strassburyer; lhe
court stated the issue as follows:

The issue then, is whether a broker is negligent if he
fails to disclose detects which he should have discov-
ered througlr reasonable diligence. Stated another way,
we must determine whether the broker's duty of due
care in a residential real estate transaction includes a
duty to conduct a reasonably competent and diligent
inspection of property he has Iisted for sale in order to
discover defects for the benefit of the buyerrr

ln answering this issue in the affirmative, the Calitornia
court stated that a cause of action may be brought against
a broker for negligence based upon what the brokcr
should have known and should have disclosed to the
buyer. The Supreme Court of Washington took a similar
view i.e., brokers are not liable for innocent and non-
negligent misrepresentations of material facts to buyers.
The court refused to iollow a strict liability standard,
conlnrentinB:

CLASS A URBAN VILLACE CORES FROM
SCRATCH: THE GROWING TREND

Class A cores have great promise for the
real estate industry, retailers, corporate and
professional tenants, municipalities and the
public.

by Christopher B. [einberger

f n the Ddst two det ades dozens of nerr Cl.tss A urb.tn
I village r ores' har e appeared irr suburh,rrr areas at ross

the nation-irrcluding such well-known sites as Costa
Mesa./l^,ine/Newport Beach south of Los Angeles, tlre
Princeton Corridor in central New Jersey Tysons Corner
in northern Virginia.rnd Perimeter Center north oi At-
lanta. Class A cores are high-quality, high-rise otlice-
oriented districts whose predonrinant nr.lrket segnrents
include national or regional corporate he.rdquarters arrd
branches of leading professional firms. These cores "rlso
include regional shopping centers, business and luxury
hotels, restaurants, entertainnrent facililies and often
housing.

Despite their increasing visibility and inrportance, thc'se
prestigious ofiice and rctail corcs generallv have been the
result of happenstance rather than plannin6. ln almost
every instance new Class A cores origin.rted as Cl.,rss C
cores (devoted to l)usiness parks and light industry),
changed into Class B cores (donrinated by back-otfice
space and business p.rrks), and eventuallv evolved into
Class A cores.

Now a new trend is emerging: Class A cores are being
built from scratch at the outskirts of several metropolitan
areas. Few real estate development trends hold more
promise for the real estate industry, retailers, corporate
and professional tenants, mu nicipa lities or the public. Yet

to fully understand-and profit from the new "Cl..rss A
core from scratch" trend, we must understand how it fits
into earlier real estate developnrent patterns specifi-
cally, the happenstance "first-Seneration" urban village
cores.

The Costa Mesa/lrvine/Newport Beach Success Story

The growth of the Costa Mes.r,/lrvine/Newport Beach
urban village core typifies the original urban villa6e

Chistopher E. Leinberger, is managingpdrher ai Rolx,rt Charles Lc\\er
S Co , in sr,ta fc, Neri. Le\,.o. A grad!,rtu' oi5$ arthmore Co/leg. rnd
Hrretd Busine\\ School, Lcinberger i\ r specir/iir in metopolitdn
de\,elopment uentJs and 5tme9i. planninq lor rea/ eJlrle devek)per5.

development trend. Twenty ye.rrs .rgo th is area of Orange
County, CA, was a mixlure clf housin6i lracts, sc.lttered
neighborhood retailcenters and some undeveloped farnr
and ranchland. The first phase in the crealion oi the Costa
Mesa urban village core involved the construction in the
early '1970s of a regional shopping nrall adjacent to
lnterstate.l05 (the San Diego Freeway) known as South
Coast Plaz.r. Next modesl one- and two-storv office build-
ing,s nearby were conrpleted ior local proiession.rl iirms
and light industrial tacilities were built for aerospace and
h ig,htech firrns.

But Costa Mesa./lrvine/Newport Beach's Class B and C
phases were short-lived, because Orange County's Popu-
lation and enrployment (especially regional-serving em-
ploymenl) were gron,ing rapid ly. ln the l9BOs, developers
erected Class A mid- and high-rise office buildings in this
urban village core.

Where permitted by zoning, mid- and high-rise office
buildings lrccame the norm in Costa Mesa,/lrvine/New-
F)rl Beach. Mid- and high-rise office buildings met several
needs: the corporate and professional ten.lnts'desires for
prestigious space without paying rising land costs. More-
over, only mid' and high-rise office buildings and hotels
created the necessary density and critjc.ll population

Ei

1_!
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The graying of America is impacting many
parti of the U.S. economy including the
home bu i ld i ng i ndu stry.

THE POTENTIAL MARKET FOR HOUSING
AMONG OLDER AMERICANS

on ly 12o1,. ln the second round of compromises, however,
the particip.llion or "kicker" failed to play the same role.
ln this instance, the city agreed to a $'1.05 nrillion tax
abatemenl .rs a way to finance unanticipated rehabilita-
tion costs. But, as shorvn in Part B ofTalrle 3, the increased
kicker resulted in little marginal gain: the proiected.l0-
year return for the final deal was lhe same as th.1t expected
under the terms of the preliminary deal.

ln retrospect, the problerrr was thal nobody knew just how
successiul the marketpl.rce would be. When they negoti-
aled for.i share of proiect gross revenues, city officials
also agreed to cap toLrl payments. When they rene8oti-
.rted the deal, giving three year's tax abatement in return
for a higher degree of participation in the revenues, lhe
cap limited the additional upside of the trade-otJ. A
comparison of the different trade-otls in Table 4 shows
that the cost of the obvious concession the tax abate-
ment- w.ls relatively small because, in the absence of
the cap, the trade was a potential winner. ln hindsiSht, the
cap was <rn error, as the results in Part C of Table l
indicate. Over the 40-year investment period, the cap
cost the city approxim.rtely 200 basis points in yield;
without it, the kicker payment would have been almost
two-and-a-half times as large.

Conclusions

Did the city get a Bood deal? Could it have done better?
Did it give away too nruch? ln retrospect, the tremendous
unexpected success of Faneu il Hall Marketplace prompts
these questions. Although they are iair que5tions, their
answers cannot be iound by applying financial logic but
rather by looking at the political calculus of the negotia-
tions. Actinll.rs a co-investor in the proiect me.rnt rene8o-
tiating thc dea I rvhen there were nlaior problems, and th is

renegotiation involved financial compromises. The con-
cessions were costly, even though at the time they ap-
peared reasonable. ln the early 1970s when city officials
were searching for a plan that would renew lhe deterio-
rated historic buildings, Rouse s proposal for a festival
marketplace was a radical deparlure from the norms of
retailing, notably off track in light of industry's abandon-
ment of the downtown. ln cutlinS a deal for the mar-
ketplace, city otficials were motivated by a broad set of
goals for downtown. They considered the project very
riskyand wanted Rouseto havefinancial incentivestoBet
it done as soon as possible. When they analyzed the deal
based on the most realistic numbers available at the tinre,
the financial trade-otTs appeared to be an equitable way
of sharing risk.

Ihe results of this ex post analysis suggest that cities can
earn competitive returns irom risk taking. As a financial
player, thecitytook many riskstoSettheprojectstarted: it
put up the early investment dollars, leased the property
and renegotiated the deal when the proiect ran into
problems. With its payments linked to project perfor-
mance, the city also took a risk that those payments
would vary-g,o down as well as up-as did happen
twice in nine years. However, the deal gave the city
limited exposure to downside risk with potential for

upside gain. Because the nrarketplace w;ts an overnight
success, the upside startecl florving sooner than anyone
expected. Lag6ing only a short while, the true upside was
the fiscal dividend that flowed into cily coffers from the
nrarketplace's impact on surrounding property values.
Nol yet quantified, these spillover beneiits would be
crilical components of any iuture expanded cost-benefit
analysis.

The city's insistente on a lease{ax payo]ent which tied its
revenues to project profitability was a key tactor contrib-
utinB to the strong financial pertbrmance of the deal.
Unlike conventional property tax revenues, payments
were, in eitect, automatically indexed and thereby not
dependent upon value re.rssessments or city council
approrirls of higlrer tax rdles. As d sourr e oi revenue ior
ongoing city operations, lhe profit-sharing revenue
stream represented a small sum for any big city budget,
but it oifered anothet non-financial advantage: political
protection for city otficials who were investing public
funds up front and taking risks to fu(her public interest
objectives.

Evaluations of public developnrent projects generally do
not use profitability as a measure of success because, as

in this case, cities most often seek a broader set of benefits
when they initiale redevelopment. When public invest-
nrents in private projects involve financial risk, howevec
proiital)ility is a starting point. lf the project earns a

competitive rate of return, presumably it is producing
benefits in excess of costs. Moreover, in an era of public-
private deal making, understanding the financial conse-
quences oi the trade-otts cities make in their nesoliations
with private developers is as importanl as proiectinB lheir
ultinr.lte financial return. ln bargaining with developers,
cities .1re handic.rpped if they do not understand the
financ ial value of the resou rces they l;rinA to the negotiat-
ing table.

NOTTS

l. Proiil sharinS aa(elerated in lhe earty 1980s. An imporlanl slim-
ulus w.ls Ihe federal Urban Development Action Crant program which
pla(ed heavy emphrsis on loan p,ryment and cnsh flow parlicipations
when makinB granl awards. tor more on this lopi( see, Clark, Susan E.

and Ri(h. Michael l. ",uakin8 Nloney \\'ork: The Nerv Urban Policy
Arend," Reiearch rn Urban Policy, Yol.1 1985: l0l-115.

2. See Frieden, Bernard l. and Sagalyn, Lynt'e 8., Downbwn, lnc.:
How America Rebuild\ Citiei, CambridSe, MA: MIT Press, Fall 1989.

l. see Kayden, letald, lncenti|e Zoning in Nerv I'or,( City: A Cost-
Benelil Analys^. Cnmbrid8e, MA: Lincoln lnslitute oi Land Policy, 1978.

4. Dowall, David E., "Public Land Development in the United
States," Ihe lournal oi Real Estate Developmenl, Vol.2 (Winler 1987):
19-28.

5. See'Account,rbility for the Development Dollar," a report pre-
pared by the Role oi Cities in Renl Esiate Development Committee,
(Minneapolisl Citizens League, lune 20, 1985; Asso(iation of lhe Bar of
the City oi New \brk Special Commitlee on the Role ofAmenilae! in the
Land Use Process, "The Role of Amenities in lhe land Use Process,"

Iune 1988, Office of the New York Slate Comptrollet Office of the Slate
Deputy Comptroller ior lhe Cily of New York, "New York Cat) PlanninB
Commission Accounlabilitv for Cish Contribulion5," AuBUsl I5, 1988,
Repon A-10-88; Offi(e of lhe Nelv York State Complroller, Otiice of the
Slate Deputy Comptroller for the Cily of New York, "New York City
PlanninB Commission CrantinB special Permits for Bonus Floor Area,"
Seprember 15, 1988, Report A-21'u8.

by Karen Martin Cibler

[l he lrond oi int reasing nunrber. of olrlcr < itizen: in
I the U.5. popul.rlion mdy l)c altributed lo qe\er.rl

factors. Low birth krtes in recent years nrean that lewer
young people are in the population. Extended liie expec-
tancies mean more people are in the older age categories
for longer periods of time. Thc grayin6i of Anrerica is

expected to continue as memlxrs of the l.rrgest single
seSment of the U.S. population by th1 lhe Baby Boorr
Seneration, start reacl'ring retirement aBe at the turn ofthe
next cenlu ry.

Traditionally, the new l]ome markct has becn domin.tled
by young, first-time buyers. Howevet with tewer young
families in the popul.rtion, honre builders must look to
other age groups for nrarket expansion. Tlre increasinS
mature and elderly segments of the population nr..ty
provide opportunities for home builders ii they le.rrn
about the Lrstes and pret.erences of older consumers,
develop the housing products they want arrd effectively
market to them.

When planning housing f,or older residenls, builders
should realize thal these consumers cannot be placed
into one generic g,roup. Researchers have identified at
least tour a8e cateSories within the mature and senior
citizen nrarkets: prerelirees aged 55 to 6.1, the active
elderly aged 65 to 7.1, widows and married < ouples ag,ed

75 to 84 with slight health problems and individuals aged
85 and older with nrore serious health problems.

Builders also should recognize that the housing choices
made by members of previous elderly population seg-
ments m.ry not be the best predictors of future housing
demand. Each successive Broup of Americans who reach
retirement age has different ch.]racteristics, and the peo-
ple within these Sroups or cohorts vary tremendously.
With risinS, income and educational levels and differtnt

Karen Mailin Giblet i\ a tltrtoral cancltc!.tte in rerl otr c at Ceor8i.r

litralive ,irislJrl in chargt oi planniog,snrJ zoning, an rconomic dtld
Lrantpo atiott \.\,sLem (ntLth.rnL and an energf and e<onontic devehD-
ment plann('r l6e holdr l)(nh .U.B.A. ,nd Ll.S. degfty\ in planninB.

il
t

lite experiences, the elderly population at the turrr of the
2lsl Century may be substantially different from the
current elderly populalion in ternrs of housing prel-er-

ences. The more builders learn about the elderly retired
and the people who are heading toward retirement, the
lrctter prepared they will be to serve these growinS market
seSments.

The purpose oi this arlicle is to help lrome builders
understand the characteristics and complexities ofthe 55
and older markets and present some ideas that builders
may consider when developing housing, for these market
segments.

Market Size And Composition

The 55 and older population of the United States is

6irou,ing and changing in conrposition, .rnd both oi these
facbrs attect the housing industry. The sheer growth in
size of the older population seSment indicates a need for
additi<-rnal housing services, and the change in conrposi-
tion of this group .rftects the type of housing and location
consunrers will choose.

The greatest growth in total number and proportion of the
U.S. population is currenlly occurring .rmonB the oldest
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the proiect, which was hard to predict. For the city, the
basic need was to make the project politica lly defensible;
for the developer, the need was to ensure a strong bottom
line. A workable deal had to take care of both of these
.onsiderations.

The negotiations over the Faneuil Hall nrarkets' lease
strelched out over l4 n'ronths. For both city and developer,
proiecting periormance of the project was an exercise in
uncertainty lrccause suburban m.rlls provided few reli-
able parallels to the innovative plan the developer and his
architect had conceived for food merchandising and
specialty retailing without department store anchors.
Timing was a tactot too. By the early 1970s, Boston had
added several new otiice buildings to its.rSed inventory,
but its downtown area was still in the doldrums. As a

result, lease negotiations took place in an atmosphere of
economic st.rgnation and financial maneuvering, as both
sides worked to line up the necessary commitments.

Rouse and his negoti.rting teanr, represented by the pro-
jecl manaSer plus t$,o attorneys, saw the Faneuil Hall
markets as h istoric but worthless in econom ic terms. They
b.rrgained hard for economic concessions that would
reduce their risk and enhance the ability lo recoup their
investment. They also pushed for total control over design
and related matters, trelievin!] that the project would
proceed more quickly if the entire job was placed in
private sector hands. The cily team was represented by
the BRA's director, deputy director and two attorneys.
Experienced in real estate malters, the BRA's deputy
director looked critically at Rouse's numlrcrs and, based
on his own financial analysis, questioned Ihe developer's
demands. The city te.ln'r did eventually give some on the
economic terms of the deal because it w.rnted the devel-
oper to have sufficient incentive, but it did not con]pro-
mise on design matters.

The city and Rouse finally settled on a 99-year lease and a
two-tier formula in which rent took the iorm of annual
payments in lieu of property t.rxes. Rouse agreed lo pay
the city 20% of Sross rental income, p/us 20'lo of revenues
in excess of $3 million. According to the agreement, the
gross rental income included any tenant payments made
to the developer ior utilities, taxes and other passthrough
expenses. To share the exceptionally h igh costs of ma inte-
nance and security downtown, however, the city allowed
The Rouse Company to deduct 33.3% oi lhe gross reve-
nues fronr retail subtenants who were assumed to occupy
60'%, of the rentable space.T Total payments in any one
year were capped al 25% oi this adjusted gross rental
income. The deal had two politically desirable features: a
guaranteed income from the property plus a chance to
share in upside gains. At the s.1me time, the deal limited
Rouse's paynrents to llre Buaranteed minimum unless the
project was a big success.

There were olher parts to the tax a8reement. For the first
three years during construction, the guaranteed payment
was abated. Originally, Rouse had agreed to a payment
schedule of $200,000, $400,000 and $600,000 corre-
sponding to the successiye completion of the three

market buildings. Within six months after the company
had been selected to develop the markets, Rouse wanted
to renegotiate the amount of these payments because
restoration workers found the buildings in worse shape
than.rnyone had realized. Water leakage over the years
had rotted manv of the old foLrndation beanrs, and Rouse
estimated that their replacement would add $l million to
construction cosls. To compensate the company for this
unanticipated burden, which the BRA could nol afford to
absorb under the terms of ils iederal renovation 8rant, and
to avoid the problems oi verifying costs, the city reduced
Rouse's guaranteed payments over the three year phase-
in period lo $50,000 per year, for a total abatement of
S1.05 million.

Analyzing Public Deal Making

Measuring the city's ex post financi..rl return from the
lease-tax aSreement raises a number of conceptual issues
and pr..rctical problems. They may be grouped in three
cate8ories: accounting for costs, adjusting for policy
decisions and evaluating negotiated trades. Each entails ..r

kind of probing atypical of traditional financial analysis.
Yet to u nderstand the financial dynanrics of public-private
deal making, a framervork is needed to explain how the
lerm\ ot Jn agreement conlribute lo penorm.rnce out-
comes.

Accounting Fot Developntent Deals

How much public money went into the project? Table 1

preseots .r static analysis of public developmenl costs and
net lease revenues.

Tracking project development costs is difficult because
cities rarely attenrpt to document lhc full expenses of
development, e.8., sofi administrative costs as well as

hard construction expenditures. Typically, cities do not
spend money out of their own budgets but instead rely on
feder..rl grant dollars. tax-exempt revenue bonds and
other off-budget iinancing, techniques. ln addition, costs
often are spread across a number of d ifierent departments
and agencies.

An accounting of the cash outlays for Faneuil Hall Mar-
ketplace reveals that over l4 years, Boston contributed
$12.4 million of public funds, or 2B'1, cf the tolal conr-
bined development cost. These doll.rrs covered the cost
of acquiring the two market buildings that were still in
private hands, renovating the exteriors oi all three build-
ings, relocating the remaining merchants, removing a
poorly placed highway ramp, installing new utility lines
and improving the streets and open spaces surrounding
the market buildings. This figure also includes expenses
t,or consultants and staff time associated rvith managing
the proiect. Boston otticials nrade financial commitments
for these activities early, operating under the belief that
the way to Bet a project done was to put to8ether a

complete package before searching for a developer.
Thus, by the time The Rouse Company was designated as

the developer of the project, nearly two-thirds of the
funds had been committed.
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tions to the journal.

Manuscript Preparation
I Allsubmitted materials, including abstract, text and
notes, are to be typed double-spaced with n ide mar-
gins. No page linril is irrposed. Submit iive copies oi
the nranuscript, accompanied by a 50- to 1o0-word
abstract and a brief biographical statement.

2. All notes, both citations and explanatory, .rre to be
numbered consecutively in the text and placerl at the
end of the manuscript.

f. llluslrations are to be considercd as figures, nunt-
bered consecutively and submitted in a tbrnr suitable
for reproduction. Type figure legends doublt-spaced
on a separate paBe.

.1. Number all tables consecutively and typt, clouble-
spaced on separ.lte pages. Alltables are to have titles.
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MEASURINC FINANCIAL RETURNS WHEN
THE CITY ACTS AS AN INVESTOR: BOSTON
AND FANEUIL HALL MARKETPTACE

TABTE 1

National Park Service
Usage ..tnd Funding

TABTE 2
Nationa I Park Service

Usage and Funding Ratios

Fiscal Federal Visitors
Year Acres

Operating
Funds

(000) (000) (000)

Fiscal
Year

Funding
Pcr Acre

funding
Per Visitor

capital
lmprovement

Funds
(000)

Total
Funding

(000)

Visitor
Per Acre

5.01
5.1 4
5.19
5.76
6.01
6.98

7 .49
8.1 5

9.09
8.86
9.1 0
J.q 2

4.17
.1.58
.t.6.1

4.66
4.61
4.80

The financial payback to the City of Boston
l'rom the development oi Faneuil Hall
Marketplace provides a starting point t'or
analyzing the benefits of public-private
downtown pro ject developntent deals.

1955
t956
1957
r 95B
r 959
1960
l96t
r96l
1961
1964
1965
r966
1967
r 968
r 969
197 0
197 1

197 2
197 3
197 4
197 5
197 6
197 7
197 B
1979
r 980
r98l
r 982
t983
198.1
t985

5t .57 3
6r,602
68.0r 6
65,461
{,8,900

86,66_)
97 ,045

102,71 l
r r 1,186
r 2t,ll2
1ll,08r
1 )9,676
r 50,816
r 61,990
17 2,005
200,541
211 ,621
2 r 5.580
)17,437
2 3 B,B,l9
)6 /- ,7 62
262,601
281,090
t82,43 5
100,I2.r
329,663
3)4.448
I15,646
I ):t,500
146,190

$ r 8,697
20,781
22,9 r- 6
27 ,605
29,961
32,682
37 .87 6
42,221
48,017
51,386
36,199
6r,380
67,743
78,572
B't ,67 4
96,450

120,244
tll,13l
170,661
r 90,380
220,100
255,040
295,173
341 ,D5
187,806
191.1.18
459,041
521,528
605,279
6r 6,390
626,8r8

r955
t 956
195 r-

195B
1959
r 960
I961
1962
1961
I96.t
r 965
r 966
196;
t968
1969
1970
1971
197 )
197 3
19/-1
197 i
197 6
1977
197 B
19i-9
r 9B0
r 981
r 9B.l
t9Bl
I 984
r 985

$ r.38
t.96
2.79
3.12
1.26
l.r0
1.5 5

1.67
4.1l
4.83
4.81
4.53
4.58
3.64
4.38
5.46
8.06
7 .66
8.88

r 0.84
11 .57
14.37
16.16

7 .03
6.95
6.98
8.57

10.62
9.47

10.21

2 ],889
2.1,898
24.410
2.r.l9B
24,497
25.704
15. r 58
.t6,001
2 s,859
26.102
26,5,19
26,5 5 r

27 ,187
27,971
28,460
tB,54l
28,7 31

28,850
)B,9 37
29,044
29,300
19..148
29,648
I I ,100
72,000
7.t,000
7 2.,021
72,042
72.058
; 2,071
71,I 0l

5 14,2 t 8
28,079
45,056
48,400
50,000
47,000
51,528
67,976
7 2,77 6
61 ,697
71 ,987
66,380
5 5,121
49,6r:
21 ,958
28.627
36,707
99,,160
51.O47
67,500
97,400
85,600

110,952
161 ,142
r 18,488
r09,r54
43,367
95,852

r 60,096
67 ,690

r r r,045

$ ll,9t 5
4B,B6O
68,032
76,OO5
79,963
79,682
89,404

r r0,200
120,79)
1 r -1,083
128.t86
127 ,760
123,066
r 28,184
r 0l.6l2
1)5,O77
I56,951
212.593
221,748
257 ,8BO
8r 7,500
140,6.10
426, t 25
507,677
506,294
500, ]02
502,408
6r 7,180
765,37 5
684,080
7)7 ,863

$ 0.58
o.79
L00
l.t6
l.t6
r.0r
r.0l
1.14
l.tB
r.02
1.06
0.96
0.88
0.85
0.63

). )7

).79
2.68
2.Bl
.r.08
J.44

Lq7

by lynne B. Sagalyn, CRE

f n the l9iOs, public iinant e took on ne\^ nreanin6 ior
I city off it iais' intenl on rebuilcling their downtt-rn n

.rreas. Pressed by ongoing cutbacks in federal aid and
existinB demands on municipal treasuries, cities as di-
verse as Baltimore, Boston, Circinn.lti, Los Angeles, Mil-
waukee, Philadelphia, San Diego and St. Paul adopled
businesslike practices. To altract the retailcenters, hotels,
sports stadiums and public amenities they wanted for
downtown, city ofiicials neg,otiated development agree-
ments with privale real estate firnrs, custon]{ailoring
financial assistance to m"1tch the specific needs oi indi-
vidual projects. To pay their share of the bill, cities
leveragerl public dollars, packaging diverse sources of
money with ingenuity and resou rcefu Iness. lncreasingly,
as part of their aSreements with developers, cities also
bargained for loan paybacks, Iease participations and
profit sharing. These financial interests were lhe synrbols
of a new practice: public-private cle.rl m.rking. By the
mid-l980s, this practice w.rs widespread in big and small
cities alike.l

Deal makin6 marked a turninB point in the way cities
managed and firranced downtown redevelopment.

Lynne B. SaEalyn, CRE, ir M asro( le p/orieJlot inlhe Depattment ot
Utban Studies and Plannlng at A.r.l-\sachuselt! lnstitut(. oi fechnologl..
Cambridge, llA, and a (orc tacull\ member oi ittlTi nraslers degrr.c
prcgtam in Rerl tstat(. DevelopmL'nt A srr.,(i,tli\t in real estate iinanLe,
Sagalyn has lncn conducting research on deal making n (it,/ develop-
mant and the r'ays in xhich public agcncies ,tnd private developnxttt
iims plan ancl <levelop <lottntox n ret.til centss

The author especiallv lhanks Bernnrd l. Frieden, co-author of Dowr-
to\,,n, lnc-: Hot| Ameri( r Rebui/d1 Cit,es {Cambrid8e, MA: MIT Pre\\,
19891 the l.rrSer research eibn from Yrhirh lhis paper is derived.
Appreciation also is exlended to Lilvrence t. Susskind, Lawrence S.

Br( o\a. ,ohn M( Mahan. ( Rl_. A. lery Kpycer Jn anony mou. referee tor
rommentg on nn earlier drJft, and Denise DiPisquale ior useful conver-
salions on lhis lopic. lohn Avaull oi lhe Boslon Rede\'elopment Aurhor-
ity assisted wilh data Lollection- Financial suppo( was provided by lhe
MIT Center for Real Eslale Development.

Pholo ctedit' Ihe Ror^r' Conrpant

Under the t,ederal urban renewal program, which for lwo
decades had funded the rebuilding, of downtown, cities
worked with developers at arms-lenBth as required by the
program's guidelines. Atier the urban renewal program
was shut down in 1974, cities dropped the cumbersome
reSulations and enrbraced .r new strategy that brought
them into f.rce{oJ.rce negotiations with developers.r As
they charted their own cou rse, cities became co-investors
in private developnrent projects. This new role gave cities
a right to share in nrajor decisions throughout the devel-
opment process, not just durinS the early approvals stage.
Arrd the new finarrcial agreements, unlike redevelop-
ment's traditional fiscal dividend oi risinB property tax
.rssessments, specified the rate and tinring of the return on
public investment.

growing, demands, funding ior park nraintenance, preser-
vation and capital improvements has lagged behind. Cuts
to the Nation.rl Park System budget under the Re;r6ian

Administration demonstrate that obtaining increased
funding irom the governnrent is difficult.J Perhaps the
next administralion will be otherwise disposed.

Ihe National Park System, with primary iunding irom
govern ment sou rces, provides a nother illu stration of C a r-
rett Hardin's "tragedy of the commons" .rt work.r The
nature oi a common pool of resources leads to common
property attributes in the iunding of its operations. Few
wish to pay for an entitlement that is provided to all
individuals, and the resu lling inefficient allocation causes
funding shortages ior the National Park Syslem and other
popular agencies.

Overview Of The Article

This article revit'ws several problems inherent b the
present park system and suggests some possible property
rights solutions. A brief history oi the National Park
System includes a description of the fornration r'lf the

service and the goals behind its foundinB. An assessn'rent
of propcrty rights' claims reveals that Hardin's "tragedy of
the commons" is disturbingly appropriate to the use and
the funding of the National Park System. A trend line
analysis provides a comparison of attendance and fund-
ing trends over a 3o-year period and demonstrates the
inadequacies of the present methods oi parks' funding in
ligiht of attendance trends.

The Crisis ln The National Park Syslem

Early formation
The importance of setting aside designated space for
recre.rtion has long beerr understood in this country. The
first Anlerican settlers provided their town rvith a com-
mons or village green. As communities Srew larSer, they
included parks in their civic planning. As the nalionl
weslward expansion proceeded in earnest during the
latter part of the 19th Century, thoughtful people advo-
cated lhe adoption ofconservation practices to ensure the
protection of suitable l.rnds and lt?ters ior public enjoy-
ment. Although this influence was only slight at the time
when the store of such natur.ll resources seemed

7)
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tor job location. Part of that competition relates lo tirowth
of services versus manufacturinB employment.

The impacts of a continuinB grorvth trend are a B,reater
demand for all types of housinB in the short and long-run
with associated hi6iher prices, long-run demand for more
otfice space, h igher taxes to provide tor infrastruclure and
public services, shiti oi political power in Congress to
Sunbelt states and overall higher real estate appreciation
as compared to other parts of the United States.

The specific impacts noted by respondees believing the
trend in population growth will decline in the Sunbelt
tocused on this lrend's impact on the North. lncluded are
expansion of manuiacturing and related industries and
increased demand for office spar e.

Consequences Of Living Further Away From Place Of
Employment

The st.rtement that improvemenls in ground transporta-
tion and declining oil prices in recent years made it
feasible for the labor force to live further away from its
place oi employment inrplies residential location deci-
sions are a function of time and expense oi travel. The
divergence of opinion on the consequences of living
further away from place of employmenl is almost evenly
d iv ided.

While l,l percent of the CREs thou8ht tlrat travel factors
would continue impactinS housing location choices at
about the sanre rate as evidenced today, 36 percent telt
that transportation impacts would increase or sharply
increase over the next l0-20 years. Thirty percent felt a
decline in the influence of transportation tactors would
be noliced.

Those expecting .r conlinuation of current trends in the
impact of transportation on peoplel choice r.ri housing
location assumed that petroleum prices would remain
relatively stable .rnd improven'rents in inirastructure will
keep pace with increased demands oi commuter traffic.

Another l6 percent of respondees, however, anticipated
an increase in the trend toward suburbanization. They
based their expectations on the growth in housing costs in
urban areas, Breater interest in leisure time and recre-
ation, and increasing tolerance for commutinB.

The 30 percent of CREs believin8 that transportation
impacts on housing choices will lessen based their expec-
tations on rising energy prices combined with inadequate
mass transit and a deteriorating infrastructure. These
factors will impose limits on feasible commute distances.
The critical issues are related to energy costs and public
investment in mass transit.

A continuation of the trend toward a deterioratinu, trans-
portation situation will strongly affect real estate, espe-
cially the current proliferation of suburbs. Speciiic im-
pacts will include, more conrmercial and retail
development in outlyinB residential areas and more
sprawl in general. Those areas which are drawn into
developmenl will erperience higher pri( in,l.

Respondents believing the suburbanization era has
peaked predict increased urban revitalization, improved

urban mass transit, more iniilland high density develop-
ment and more close-in residential developnrent.

Service-Based Rather Than A Manufacturing-Based
Economy

The trend toward a service-based, ralher than a manufac-
turing-based economy is expected to increase according
to almost 47 percent of the survey participants. Thirty-
eight percent of the CREs .rssert th.rt the current rate of
change will remain about lhe same. However, I5 percent
of the respondees expect a decrease in the trend.

Those who expect the current shift to increase noted that
technology .rdvances, especially automation, will con-
tinue to displace industrial workers. Labor costs and
benefits enjoyed by U.S. workers, however, willconlinue
to outpace those of labor in foreign countries, and ad-
yances in computer and communic.ilion technologiy will
continue.
Those expectinB the current r.rte of change from manu-
facturing to service industries to remain about the same
assunle th.rt the discrepancv between U.S. and foreign
wages is decreasing and that exchange rate difierences
between the U.S. dollar and nrajor foreign cu rrencies will
continue to encourage foreign investn]ent in U.S.
industry.

A substanti.rl minority of CREs responding felt that the
trend towards a service economy is declining. Their
assumptions included a belief that current levels oi U.S.
manufacturinB are necessary to support a service-based
economy. These respondents.rlso stronBly suggested that
public opinion, in the torm oi increased pressure for
federal protectionist policies as well as general emphasis
on "nrade in the U.S.A." products, would help reverse the
trend.

Those who expect to see a continuinB shift in production
fronr manulacturinB to service predicted specific real
estate impacts, especially in regard to decreased demand
ior industrial real estate and increased obsolescence and
loss oi value in older manui;rcturing properties. On the
other hand, they predict th.rt demand for lig,ht industry
complexes, office and commercial real estate will in-
crease along rvith demand for suburban business parks. A
final impact of continued growth in the service sector,
they report, will be theSrowth of computer-based work at
home.

Those expecting a decline in the shiit of production from
manufacturing to service predict such specific real estate
imp,)cls as lecs dem;nd for office .'pace in ( oniunction
with increased demand for industrial and warehouse
properties. A phenomenon such as the resurgence of the
Rustlxlt, they observe, also indicates increasinpi demand
for housing as a mobile industrial workforce moves back
into Rustbelt states.

Status Of The Federal Eudget ln The Nexl 10-20 Years

RegardinB the statement that the federal budget has oper-
ated in the red in recent years, '17 percent of the re-
spondees indicated they expect the bud8el deiicit to get

measures as coniorm to the fundamental purpose of
the saicl parks . . . which purpose is to conserve the
scenery and the n.rtural and historic objects and the
wildlite therein.rnd to provide for the enjoyment of
the same in such manner and by such means as will
leave tlrem uninrpaired ior the enjovnrent oi future
generations.e

The act also created the position of director of the Na-
tional Park System. This post was initially occupied by
Stephen I Mather on May 16, 1917.

The National Parks Act has often been cited as.1 maior
milestone for the conservation movement because il was
the first piece of tederal legislation which helped ensure
that future generations would have riShts to us€ the
nation's land. The preservation of resources cannot be
assured, however, by sinrply settinB aside land for the
future. As is well known, the removal of a resource from
development via slate ownership postpones rather lhan
so/ves the question of the optimal rate oi consumption.

The initial interpretation of the National Parks Act was
actually quite difierent from its interpretation by nrany of
today's preservationists. At the time the act was passed,
the disappearance of wilderness still w.rs defined as
progress by most people. ln fact, Mather was more con-
cerned with amusing the public than with preservinS park
land. Proposed attractions at tlre time included such
things as tramways, resort hotels and scheduled bear
feedings.ro Nonetheless, the 1916 philosophical orienta-
tion of the act still is followed tod.ry.

The Present State

Unfortunately, the National Park Systenr is presently in a
state of decay. Several examples of declining conditions
inc lu de:

. Shoulders and walks along parts of the Shenandoah
National Parks 105-mile Skyline Drive in Virginia
are crumbling. Buildings are ralling apart. Several
camping areas are openinB late land some not al all)
because of fund ing curtailment.rl

. Erosion threatens the bathhouses in the Cateway
National Recreation Area in New York. Efforts to stop
the erosion have not been undertaken clue to lack oi
fu nding.rr

. Temporary sandbags fight erosion al Cape Hatteras
National Seashore in North Carolina because fund-
ing is not available for permanent retaining walls.rl

. The Quapaw Baths arrd other Hot Springs spas in
Arkansas are closed, not because of a lack of de-
mand but because of the lack of funds to restore
them to a safe and sanitary condition.rr

. Air pollution has reduced visibility bv up to 30% at
the Creat Smokey Mountains Park over the past two
decades. Sometimes pollution keeps visitors from
seeing, the other side of the Crand Canyon as well.
This condition could be improved if the National
Park 5ervice had more influence over developments
outside the parks. The funding needed to promote
this influence is not available.r;

. lt is estimated that the roads at Yellowstone are in

need of $ 100 million of repairs over lhe next I0 years.
However, the source of this funcling, is not yet
known. l6

. Pressure to shorten hours at parks, recreation centers
and wildlife refuges grows each year. Regular public
services such as visitors' centers .rnd nature tours
also are subjected to l)udget cuts on.r regul.rr
basis.r '. The denrise of the grizzly bear at Yellowstone has
been allegedly due to "poor rese.rrch and the use of
incomplete and often conflicting information to
nrake decisions on land use."r8

Although the popular press cites countless exanrples of
decay throughout the park syslem, these few examples
alone sugSiest that ch.rnge is needed. Although inade-
quate funding, often is cited as the cause of this deca-v, it is
really a symptom of a more basic problem. The use of
national parks..rs communal property, as theory predicts,
also has taken its toll. The National Park Service is a
victinr of its own burenucratic system.ind the ill-defined
properly riShts concepts that.lre associated with state-
owned resources.

The concerns and problems of the park syslem were
sumnrarized by President Richard Nixon on.r visit to
Crand Teton National Park during the sumnrer of 1971 :

The growing popularity of our parks has created a

number of serious new problems as millions of Ameri-
cans have sought the recre.ltion and respite they pro-
virie. Traffic congestion and crowded campsites are
becoming nrore common. ln marry places, natural
systems have been overburdened and damaged by the
presence of too nrany people. Wild aninrals and
unique plants have often been crowded out of their
traditional habitat. ln short, we are beginning to under-
stand that tlrere are limits to the.rmount of use our
parklands c.rn withstand, and that.rs more and more
people seek the Sreat rewards of outdoor liie, the
experience can be somewlrat diminished for lhem.r"

The problems President Nixon observed are typical of
communal property institutions: resources are overused
by consumers who have underassessed the marginal
costs of the resources in the face of governmental bud-
getary difficulties and high demands for the resources.
The challenge that the bureaucrats face eventually is how
to stop the ensuing tragedy. This is the challenge now
facing the National P.rrk System.

The Future Outlook

Cenenlly, the park service's goal has been to provide an
opportunity for all visilors to visit the parks without any
preference given to specific Sroups of visitors and under
conditions th.rl have the widest public JCCeptance. ln the
past visitors preferring the solitude of the wilderness and
those enioyinB the sociabilitv of the campground have
supported this policy. Now the sheer number of people
using the park system has led to less enerSetic support of
this policy as loo m.1ny parties on both sides seem to be
competing ior a shrinking supply of space.ro

REAL ESTATE ISSUES FALL^^/INTER 1989 IAf FE & ]ANOV: PROPERTY RICHTS & THE TRACEDY OF THE COMMONS IN THE NATIONAL PARK SYSTEM ll
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Survey results disclose the Counse lors' expectations on life in the
nexl era and those areas which pose a lack oi agreement.

by Charles l. Delaney and Maury Seldin, CRE

f\ ounselors of Re,rl Lstate rCR[sll members oi the
lU American So< iety of Real t\ldte Counselors, pdrli( i-
pated in a survey requestinB their expertise on the major
forces influencing real estate over the next two decades.
The respondents provided a diverse perspective as to:

l. transportation changes and residential location
decisions;

2. populalion Srowth in the Sunbelt states;

3. Boveroment ability to control the budget deficit;

4. rent control;

5. the etfect of technological innovation on the struc-
ture of the domestic economy.

The survey used a Delphi approach, developed by re-
searchers al the Rand Corporation in the 1950s, to elicit
expert opinion from CREs. The Delphi technique uses an
iterative methodology whereby survey responses are
r ontinually refined until a group of consensu5 stdlements
is ultimately reached. Three rounds of the survey were
conducted over a period of approxinrately nine months.

+l

TICURE 4
Operation and Capital lmprovement

Funding Per Visitor

Governmenl Appropriations

The use of Sovernn]ent .rppropriations for the national
parks represents an inrportant, a lbeit uncerl.rin, source of
funds in the future. Although Congress h.rs supporled the
park system in the p.rst, allocating oper.rlinB budllets to
the park systenr and .ruthorizing funds for the acquisilion
of nerv park lands, tlris area oi the federal budget is
p.rrti(ularl) rulneralrlc to politir,rl pre\\ure\, otler) on a
regional basis. Moreovet the l)udSetary process follow-
ing the passage of the C r.rmm-Rudman is likely to reduce
government .ippropriations lor the National Park Sen'ice.
The spirit oi the Reagan Administration, which consis-
tently supported user fees to directly a lloc.rte cost to those
rvho benefil, also m.ry persist.

Taxation

Taxation represents an indirecl yet imporhnt source of
funding for the national parks. Taxes are levied by a

number of Bovernmental agenr:ies and are alloc.rted to
various governnrental groups. Taxes are levied on the
income that is Benerated directly by park conces-
sionaires.rr)Although it is obvious that the park systenr is

the direct cause of increase in this form of governnrental
revenue, it is question..rble how nruch revenue from this
source is av.ril.rble to the parks.

Private Gifts And Crants
Historicallll (lonations of land, .rrtifacls, serr,ices and
funds have been verv important sources oi funding for the
park system. A nunrber oi civilians lrave devotecl their
individua I errergies to these programs. For example, llrere
are nrore th.rn .:r hundred consen alion org.rnizations that
promote and protect the national parks. Well known
advocates include lohn Mu ir, who spent his life exploring
anrl prearhing about n.rtional p.rrks to all xho rlould

FIGURE 5
Operation and Capita I lmprovement

Fu rrding Per Acre

I E-BEe*r*4+t4!

(rpilrllmpn,!rn!en(

Survey Series

The first iteration of the survey asked the real estate
counselors to identify the five most important forces

Charles l, Delaney, assi\tant proies.ot oi rcal estdle. Ba\lor Ltniarcit\',
recelr,ed hrs dcrtorate dtgree in re.1l ettate tom the Uniftt\iL.\ oi
flotida. His at cles have dppeared in leading real estarc publi.ations,
anclhe is lhe rccipientoi numerous grants and awardsiront governmen-
tal a4encies includinq the U.5. Department oi Energ.t-

Maury Seldin, CRE, is pretident oi Ho|t Adtisor) 
'er\ices 

and Homer
Hoyl lnsliule, an independent, nonprciit oryanization io(uting on
research with relevance. He is also Realtu Chai Prolessd aL lhe
Ametican Uni\rtsit'-, Deprrtment of Finance and Re.l/ E-state. -Se/drn has
aulhored ot co-authoted numerous books on real estate including the
iodhcoming Real Estate Analyses ,nd the Real tst.lle Handbook.

The Delphi Study cerndu(led in I988.rnd I989, w.r! supporled .rs a joinl
eiiorl oi the American So(ie\' of Real [state Counselors and the Homer
Hoyl lnstilule (HHl) an independent, nonprofit organization, ior-u5ing
on research wilh relevance.

aftecting real estate in the next lO-20 years and the likely
eflects of those forces on the real estate nlarkets. The
responses were grouped into 19 broad categories and lhe
five cateSories identified most oiien were used as lhe
basis of the second survey.

The second survey, incorporating Likert-type scales, of-
fered members of the Society a chance to indicate their
Ievel of agreement with the importance oi and their
expectations re8arding the eflects of the five major forces
identified in the first survey. As anticipated, respondees
were in general aSreement regarding the importance of
these forces on real esLrte over the next two decades.
However, the results of this second iteration revealed a
significant divergence ofopinion pertaining to the effects
of the five major forces. The desire to understand better
the nature of the difterences prompted a third iteration of
the survey.

The third round presented only those issues resulting in a
significant diver6lence of opin ion and asked CREs to once
again indicate their expectations ior the next l0-20 years.
ln addition, CREs were asked to provide the.tssumptions
behind their expectations, and to identiiy the specific
impacts of their expectations on re.tl estate in the next two
decades.

Entrance tees

The use of meaningful entrance fees represenls.i poten-
tial solr.rtion to several of lhe problems the park systen]
presently faces. First, the denrand for park attendance is

probably quite price inelastic; thus, park funding prob-
lems may be relieved somewhat by inrposing higher user
fees. ln the absence of empirical estimates, one can only
guess; however, it seems likely that increased entrance
iees will nol reduce park attendance. First, park entrance
fees represent a very small portion of the total averaSe
expenditures that nre necessary to travel and visit the
parks, and an increase in these fees shou ld not prove to be
discrimin.rtory for most visilors. Second, ii demand for
park attendance did decrease with the inrplementation oi
higher fees, the sites would benefit ..ts overcrowding
lessened..rnd rationing m.rde the p.rrks nrore enjoyable
t,orthose who utilized them. However, public p.rrks prob-
ably require entrance iees that all members of the public
can aflord. Thus, politicall.v. increasing entrance iees is

often reg,arded as.rn unpopular policy.

Automobile fees, for exanrple, were orig,in.rlly levied
largely for the purpose oi paying ior park roads and
improvements. The first.lutomobile admission fee w.rs
imposed at Mount Rainier in t908 and in the next tew
years at General Crant (1910), Crater Lake (l9l 1 ) Clacier
(19121 Yosemite (19'13), Sequoia (l91lI Mesa Verde
(1914) and Yellowstone 1915).rt

ln the early years sonre park visitors complained about
the automobile fees, which actually were fairly high.
However, the need for funds also was fairly high. ln 1 91 7,

as increasing numbers of automotriles entered the parks,
National Park Director Mather thought it wise to reduce
some of the entrance lees. t8 ln 1926 motor lees ag..rin
were reduced in several national parks, r') and since I 926
motor fees have not substantially increased in arry parks.

c
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CREs Viewpoint

COU NSELORS: PROFESSIONALLY MOTIVATED
B USI N ESS PEOPLE

Rea/ estate counselors have many faces!

by lohn R. white, CRt

loHN
WITH

ROBERT WHITE, CRE, HONORED
1989 LANDAUER AWARD

f t is diificult ior lhc gener,rl puhli<
I to distingui'h \11)rl con,'titute\
lruly professional se^,ices in thc
broad field oi real estate. Thc word
"protessional" has been dec ided ly
over-employed and not infrequently
abusecl by those who presune to be
proiessionals. Peop le somet inres
confuse meetinS strict professional
standards with pursuing protessional
objeclives through .r professionaI
attitude.
For example, one nray nrore properly
describe the practice of real eslate
brokerage or real estate man.rsement
as a business with proiessional mo-
tivations and obje(lives. Frequently,
howeve, businesses do not demand
the educational disciplines char.rc-
teristic of the lawyer, accountanl,
priest or minister. lperson.rllv h.rve
never telt the need to l>e knorvn as a

real estale professional. lfeel equally
contenl to lr thought of as a lrusi-
nessman possessing profess iona I

motiv€s, and conducting myself in a

professional nranner.

The sale, leasing and mortgage bro-
kers..rnd the property manaSers must
he thought oi primarily as engaged rn

lohn Robedwhite,CRE, i\ honorat\ (haitman
oi Land.luct A5!ociale5, ,x.. Ne* !ort. n
recognitxl leacler in re.r/ eslrle (ounseling.
Ithile h.': been ;n\,rl\erl ;n nuawttt nryot
.rsi/Bnn)cnls o/ lhir decada. He has publishetl
many aaicles anc! bookJ oD rea/ eslJle ra/un-
lion. uonomic\ and iinante ancl oilen ha:
&en honored 6 the indu\tr\.l\hitl' i\,, mem-
bet oi the AmetiLan so.rcll oI R{ra/ f-ilrl('
Counsebrs. Ihe lnleri.rn /nslrlul(, ol Rea/ [!-
late Appr.r\ers t\lAll and the Ltthan Lancl

Reprnted wilh permission oi Landnuer Asso( r'
ates from lhe landauer libr.rr!'lelicr, januarv/
Februnrv 1989.

a ]:usiness. Very few lrave met the
rlenranding educ.rlional .rnd other re-
qu irements nor sulljected lhemselr,,es
to the sanre level oi ethic.rl standards
.1s the qualifyin,l protessional. Yet,
this does not downgrade them in the
eyes of the general public. The l.lro-
kers are proud of their designation as

REALTORS; that is, menrbers of the
N.rl ional Association of Realtors.

Two separate real estate.ldivities are
perhaps r loser to .r true professional
dcsignalion than the practice oi bro-
kerage or management, These are
real estate appraising and real estate
counseling, The appraiser is irr the
forefront in reaIestatetoday as nearly
nreel ing the di( lionarv deiinition oi a
professional in terms oi education,
e\,rmin,rtion. internship .rrrd erperi-
en(e, continuinB education, eth ical
slandards Jnd sLrte licensinB.

The ;rccredited real estale counselors
in the United States nr,rmber only
about 800 people. They har.e taxing
invitation.il requirements, but lack
Ihe examination and ed ucational
standards characteristic of the protes-
sional person. Nevertheless, they are
hi6hly rerperted berause of llreir
concentr.rtion on high ethical stan-
d.rrds and depth ofexperience which
qualifies them for membership.

Because the counselor frequently is

engaged to ne8otiate a lransaction,
the gener.rl public is understandatrll,
confused aboul what difierences ex-
ist between the broker and the coun-
selor. We can con'rpare tlre exclusive
broker or agent with the counselor,
since the counselor only will accept
enllagement as the exclusive repre-
sentative of the principal in a sale,
lease or mortgage transaction. ln

other words, counselors clon't conl-
pare lhemselves with brokers on an
open .r!lency basis where brokers
compete sinrultaneously with each
other in a given transaction.

Cenerally, the counselor never ac-
cepts.rn assillnment on a rvholly con-
tinSent basis. Counselors receive
mininrum fees fronr their clienls
without regard to the outcome of the
trans.lction. lf their tr.rnsaction efforts
are successful, they will rer:eive an
additional perform.rnce fee, which
may be sim ilar to the commission the
broker would receive. lf the coun-
selor fails in lhe lransaction. he re-
tains lhe minin]um l,ee. Counselors
are usually reinrbursed for their m.:r-
ketinS expenses, including the prep-
aration ofa brochure, travel, lolltele-
phone charges and advertising.

The exclusive agent usually works on
a wholly contingent basis. That is, he
receiver paynrent only if hi: eaorts in
attempting to sell, lease or mortga8e
the property.rre successful. He usu-
ally must pay his own marketing ex-
penses which are an offset against the
earned comm iss ion. lf another
Irroker or :alesperson in the otli( e is

involved in the transaction. the em-
ploving broker must >plit his commis-
sion by pre-.rlIeement.

It is customary for an exclusive a8ent,
by agreement with the client, to be
willing to splil his commission with
brokers in other conpanies, perhaps
on a selective basis but normally on a
multiple listing arrangement through
the local real estate board. By con-
trasl, the real estate counselor does
not nornrally invade a broker's com-
missiorr by fee splitting.

The counselor is more likely to

ln reco6inition of his denlonstrated outstarrding proiessionalism in
real estate and for furthering the ideals of the Anrerican Society of
Real Estate Counselors and the CRE (Counselor or Real Eslate)

designation, lohn Robert White, honorarv chairnran and director of
Land.ruer Associates, lnc., New York, has been nanred the'1989
recipient of tlTe,ames D. Landauer Award.

A menrber of the Society since 1960, Wh ite served ;rs presidenl in I969
and presently is a member of the Rea/ [st.:te /ssues Editoria] Board.
White also is knorvn as the on6oing chairnran and moderator of the
Society's annual Economic Forecast, a highly acclainred program
where nationally prominent business experts g,ather to provide the
public rvith their proSnostications for the coming year

Regarded as a leader in the field of real eslate counselinS, White has

negotiated many of the best known counseling, assiSnments of this
decade includ ing the $.100 nrillion s.rle ofthe Pan Am bu ilding and the

John Roberr white, cRE $500 million refinancing of the Ceneral Motors building in
Manhattan.

As chairman ofTurner Equity lnvestors, a publicly owned realty trust, he neSotiated the t9BB merger of
Turner and MCI Properties of Boston in a $220 million transaction.

Author of numerous articles and books on real estate valuation, economics and finance, White has

received national recog,nition for his civic, business and literary accomplishments, including, New York

University's prestigious Urban Leadership Award.

White is also a member of the American lnstitute of Real Estate Appraisers (MAl), the Urban Land

lnstitute and the New York State Appraisal Society.

The Landauer Award is named tor the late lames D. Landauer, CRE who was instrumental in the
establishment of the Society and the preeminence of the real estate counseling profession. Other
recipients have included CREs Roland Rodrock Randall (1986i James E. Cibbons (1987) and Roy P

Drachman (1988).
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THE FRIENDLY ENEMIES

Planners can beneiit develo
encouraging controls in rea

pers by
/ estate. LYNNE B. SAGALYN, CRE, RECEIVES

1989 BALLARD AWARDby Henry Hart Rice, CRE

f t i5 lime to rethirrk lhe old r oncept
I tlr,rt real estdte de\eloper5 dnd
planners are natural ant.rBon ists
comnritted to destroy one anothcr
The iact is lhat wlrere developers
have been unopposed. i.e.. in
Houston, Denvet New Orleans, they
have destroyed thenrselves, Althou6,h
the oil boom coll.rpse rv.rs a major
factor in these cities, the phenonre-
non of overbuildinpi has been re-
peated nationwide where plann ing
has been lenient. The result has been
office vacancies hovcring around 20
percent. The healthy pockets of in-
vestment opportunities exisl where
planning controls and restrictions
have been nrost severe. Neverthe-
less, efforts to protect the environ-
ment and the public interest h.rve
proven expensive for the consunrer.

Whenever demand for rc'al estale
pushes rents u1t to uhere new con-
struction lrccomes econom ically tea-
sible, it is a sure l)el that developers
will fall all over one another trying to
8et into the action. Land prices will
bid up, sub-contractors will have
more work lhan they can handle and
the foreseeable result will be over-
production at high prices. The out-
conre is rye.rk rentals in an overlv
con]petitive nrarket.

Reslrictive zoning in a malure con]-
munity plus the scarcity of urban
land has kept development wilhin
viable limits in Nerv York, San Fran-
cisco and Washington. Until very

Henry Hart Rice, CRE, ts chairman of the
board ct{ lames felt Realty Setvic"\, ,1Ctubb.l
Elli\ Conlpan). New yo . Io his ( redrt it lhe
land:"cmblt io! Rcnon. \tginir- nutlehnE
oi Patk.hester Dcvelopment, and sale oi Park-
merced and Frc\h Meadow\. A retpected puLr-
lic speaker an<l aothor. he also is an adiun(l
proiessor for the Rea/ fslale /nstilute o, Ne$

recently, Boston was another iavor-
able renl..rl n]arket. Boston's vacancy
rale which stood at 5.9'X, in 1988, the
third lowest in tlre nation, is expected
to double this year to 11.4% due to
the (on\truction of $l.l million oi
new office space. Local developers,
including Spaulding & Slye, EIlis &
()'Connor ancl Cabot. Cabot &
Forbes, have called on The Bostoo
Redevelopment Authority to tighten
up on its regulations. AccordinS to
one firm,

"Withoul the Boston Redevelop-
menl Authority, we would have an-
other Houston here. The sound-
ness of Boston's market has been
mainlained l:ecause of barriers set
by the BRA."

It is no coincidence that the cities
with stronB restrictive zoning have
remained the slron8est markets in the
(ountry. lnvestors in exi5ting proper-
ties in these cities have been pro-
tected from excessive competilion,
and developers who successfully
threaded their way through the mine-
iields of regulations are virtually as-
:ured oi success. The iour citie:
New York, San Francisco, Washing-
ton, D.C., Boston - conrmanded the
highesl rental rates in lhe nation.

TheorizinB that industry locates near
its most essenti.ll raw materials, it
seems probable lhat back ottice oper-
ations will move to where people
live. This trend for back otJice opera-
tions to move to the suburbs is proba-
bly irresistible. During a three year
period (1985 through l9B7), New ler
sey, for example, built 5l million
square feet of office sp..rce, whereas
l7 million square feet uas erected in
Manhattan. The massive develop-
n'rent in New Jersey was possible be-
cause zoning controls were widely
dispersed, and each community

wanted sonle commercial tax base.
Within Manhattan tight regulations
along with residential rent control
severely restricted opportunity. The
predictable result w.rs that the New
York hu ildings were.rbsorbed at prof-
itable rents, and nrany of the New
Jersey developments rema ined va-
cant.

This patterrr ofdevelopmenl d istribu-
tion is being repealed across the
country. Suburban developn]ent oul-
paces the central business district.
Despite strong, absorption and steady

Bro\41h, sul)urbdn var ancy consis-
tently exceeds the urban center. Al-
though long rang,e trends favor lhe
suburban nr.lrkets, llre less stringent
restrictions on development are en-
cour.rging overbuildinB. This pattern
of growth without proiit is extendinB
to n]any n]etropolitan areas, with
Phoenix as a prime exanrple. The
exact opposite is true of Toronto,
which also has growrr explosively but
always in accordance with tight plan-
ninS controls.

The economics of real estate are the
same as in any other business. Prices
and profits are set by the interplay of
supply and demand. To the extent
that supply is restricted, an artificial
relative shortage is produced to the
advantage of the seller and to the
disadvantage of the consumer

lf developers Bet loSether and agree
to limit production, their action will
violate anti-trust laws. When similar
limits are inrposed by a community,
developers and investors should ap-
preciate the protection rather than
protest. Perhaps developers and in-
vestors in existinS structures should
organize an annual celebration to re-
strict zoninS and rigidly enforce
planning standards.

How Bostonl risk takinB, venture rvith a private developer became a

financial success summarizes the 1989 William S. Ballard Award
article by Lynne B. Sagalyn, CRE, "Measuring Financial Returns
When the City Acts As an lnveslor: Boslolr and Faneuil Hall
Marketplace". This award, presenled annually, is Biven to the author
whose work exemplifies lhe journalt hig,h standards of content.

ln this Fall,Ay'y'inter 1989 edition of Rea/ f-state /ssues, S..rgalyn
presents the terms of the city of Boston's deal with The Rouse
Company, a private developee and an analysis of the costs and
lease-revenue flows considering the efiecls of time, inflalion and
trade-ot{s durinB renegotiation. ln conclusion, Sagalyn cites the
immediate financial success of Boston! risk takinB with the Faneuil
Hall Marketplace and the profitability realized from the spillover
benefits on the property values oi the surrounding, area.

Sag,alyn is an associ.rte professor oi Planning and Real Estate
Lynne B. sa8atyn, cRt Development, Department of Urban Studies and PlanninS, at M.l.T.,

Cambridge, Massachusetts. She has been conducting research on
deal making in city development and the ways in which public agencies and private development
firms plan and implement downtowr'r complex developments.

She received.r Ph.D. from M.l.l, an M.C.R.P from Rutgers and.r 8.S., with distinction, from Cornell
University. As a real estate counselor, Sag,alyn has done extensive work on the performance of real
estate investments as evidenced in her co-authorship of a book and subsequent speaking
engagements on the topic oi financi.ll benefits fronr public-private partnerships.

The Ballard Award, with an honorarium of $500, is funded by the generous contribution of the
Willianr S. Ballard Scholarship Fund in menrory of Ballard, a late CRE.

All articles to be considered for next year's William S. Ball.rrd Award competition must be submitted
to the Society's Chicag,o office by August 1 , 1990.
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