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EDITOR'S STATEMEINT
Itcgrrlrtirn is tht'tht'rrrt'.l lhis 

^urrrlrt,rri llttl Esrrtrr, /ssrr.s It is ir fitting
tht.rrt'lirr':rn t,lecti,n yt,irr.. r'ht,. o,l.sens(,.l vrrlnt,r.;rlrilit.v t, rt,gulirt,,r:i
lirlrt.tun'ts t.t,nds to irrtrt.lrsr, rrs lhc political tt,nr pt,r.irt u rt ri.st,s.
wt' lcrrd ,lI'lvith ('lifirrrd wt'rr't'r'irnd Richrxl Irrrl*.t.k. r.t,c'gnizt,d rru-
th,r'ities .n z,ning irnd lrrnrl ust'<.rrt.rrs r'h.sr, iatr,rr,st in nt,iIhrxr.h.,rd
rt'r'it.lizirtirn is dt'rn,rrst.irtr,rl in a challengiag r)(.\\. ,p[)rollch t. urt,rn
z,. ing. 'l'Irt,cl.sclt.irllit'd srr lrjt.t.t .l c,nd.min iunr c,,n,,.t,rsi,,n* is tht,subj.ct.l ltich;rrd R.ddcr'ig's irrticlt,. It.rldt,rr.ig,nal.r.zt,s tht.(.hicrrgr,.,xp,,,.i,,rr.,,
lrs rr grri<lt't. the likt'l' futtrr..l ,tht,r cities irad p.,r'irir.s ir flt'sh sunrn*rrr.
ol irnl i -t ondomi n iurl lt'gisllrt ior) ilcr.oss tht, coutit r-r,.

Ilt'nt corrtrol is thc r.t'iatcd irrrtl r,rlurrll5r timcly topic ol .lirmt,s Wcbb. rvho
,lli'r's lr n:rtionrrl sum nrir r'.y ,1. t lrt, rt,nt c,nt.,l picturt,ir.d irdvice on h.,,r' trr
Iight tht,thre at of such contr.ols. I lt, is lollowed'hy.ram(,s Iirvk in's levit,w of.
thc usur'.y r;uestion irnd dist.ussi,n.f'the impaci r"ur-v l,,r*,.,i,1" n,*irS,,"
alfected areas, an impact which n,ill surely'be ntrxlified bv feder:rl regula_
t,rv chir.ge s under discussi,n irt this writing. Walt W,erheide,s analllsis ,,f
th('tr'{'irtra('nt.ofescr,r's bv sir'ings and l.an ;rss,t,iirt i.n s r.rr,l he t,,.inl it't.picirlit'rrs thc h,nrt' mor.tljrg(, i.dustr,r.collrpst,s. but rvill. *.e let.v,,irtll.
hopr,. regain importirnct, rr.hon currt.nt frends r.overst, t ht.ntselves.
Ilriln Ilclr'.y, a distinguishrtl gt,ographer and urbirrrologist. takes a fit,rct:
run ilt t h(, bas.ic-assu m ptions of Prosident ('artt,r.'. shopping ct,nters polic.y,
rr polic-y rvhich has bt't,n imrnt,nst,l.y encouraging t.o px,st,rvation isis and
rLrwnt,rvn rcvit,lizers but rv h ich ha.ssrme disiu riiing implicrrti,ns. AIs,,n
tht,sublcct..f ch.nging rt,t.il pirtt(,r.ns, C,unst.l.r iir.utt,Hir.yden. lorrner
t hir i'r,ir n 

'l'the connecticut M.rtg,go Authority irnd thr'(irt.iiter Hartfirrdll,usi.g I)t'r'r'lopmt'nt ["und irnd a mt,mber.I pr.t.sidt,nt Nixon's nati,nirl
lt'nt crrntr'l b.ard. offt'rs prrrcticirl insights int, tht,r:rpid t r.irnsfirr.mat i,ns
,,ccurring in the shopping tt'ntt,r fjt,ld.
\\'t, cl,st, this nuntbt'r.f /ssrrr,s *'ith n bit of itd'icc lrrr tht, lgg0s l..mR..lt.r A'thur Rubl.ff, r,, h,st, rrtun.y .chit,ve ntt,nts rrs ir rrul estato do_
r'r'lrpt,r' include Chicag,'s ('rrr.l Sandbu.g Villagc. I}.uns*,ick Building and
Evelgrt'e n Plaza. His vit,',vs irrt, prt,sontcd as iht, first in a st,rics of itate-
rnt'nts [iorn rvell-kno',vn rt'itl t'statc practitiont,rs.

Jared Shlat's. ('tlll Editor-in-Chicf



Real Estate Issues, Sumnter 1980

7,t,ntn11 ( ttr .\','tghh,,rh,,rls ('lifford L. Weaver and Richard F' Babcock' Pogl 1

,l.hr 
st rr11, r)l t h1, nirt i0n I rr n| ighlxrrhorxl r"\'it ir lizirt ir)n is 0xpLrrcd in this discussion ofurban

,,,n ing. N,,r, ,,pp*,,rchts rn uiilizing t h(, potIntiirl (,{ zr)n ing ordinancos :rs an innovative tool

LlIl rr':lrlt ln lr,-lll\', ,'lt',ttr], rn lll ,'lli"'

ll,,tL t,, I'rt,nt ttntl l),.li,ut ll,,nt(,,ntr,,l ,lames R. \Yebb, Pogt,.t2
'l'hc pI|r'r'rluisit.r lirl rr'nt r',rnt|ol Iil(,vt'nr(nls in.(,nJunctx)n \rith their accr)mpanying
rctr,,ligl ,r.l.di.cu..t<1.'l'h. idc,,1rgr isc.ntrrrst.dsithth.rcirlt'ffocts.fr.ntcontrolonthe
h0u.ing:itulrtr,rn. irrrd p,rssihL'\\'ittr l,) (lrcurnvrnt irnd or d('f('xt rent cr)ntrol mo\'ements
rrlc r.xPllrinod rn rl'tir r l.

.\l,,rllul, l'*tr-r ( , tltrtls StuluLrt l)tuiul
,4 tti,"i. tt,,n,'i,htp 'lames H' Boykin. Poge 4,l

'l'hc iDtr.nt ol .tirtc u.url etilir)*5 irr('cr)ntrastltl w'ith th0ir llarvld p('rf{)rmances Th"se as
,'r.lll ,,. p.,.ri,,u' prict'i,,ntr,rls. havc hrrrrnt'd thl grotrps thitt \r('ro intonded to be the
lx.nt,fit i:rIr1,s,,1't hrl r'lli cts Ilt'c|ntnrrxlillcittir)nsinusurYlir\1sart'discusst'dandaswoeping
chirngr: in stirtl tlsLlr'! ct'ilings is su*g( slld.

l,sr r,rr Arr,,rar, l]1 S/,As Walt Woerheide, Pogt' 5l
'l'ht, rolr ofI ht t,scr(,\!' lt( ( t)u nt its ont t('rlll il rnr'ng milny t('rms (ontain('d in a mortgage offer
ii,,."i"*'.,1 irn<l rr.irll-2.4.'l'h.s. strrtcs rvhich hrrv. lirws r{'(luiring th(' payment ofinterest
on (,sct ow il(counts ilr('r'ntphirsizcd.

('trntlptuul Itgs irt llrtutl Ihttllpntnt P,tlit.r
u, ,u,, th,, ('urlt,'r Whitt l!,,ust 

'ur 
r lht ('lll)l Brian J L' Berry, Prrgc 59

An ovrr.vit,rv ofhow. whit(, tl,)us(, urbxn cons(.i.virtion policy hirs not kt,pt pace with current
rt,tirildt,v0topnrt,nt trrrc(.s tho ptrtt(,fn ol r.r,trril<k.v(,lopmcnt lnd discusses its implications.

Art \\'t Ott rhuitling: Is I'urgr' (i,,hhting Ilp Snro/// IJruce P. Hayden' CRE' Pogc 69

The lirturr.ol l)orvntrrrvn [iSA rrnd ncighhorhorrd strip c('nters is examined A discussion of
horv tht,r'compctt'rvith ttgional shopping ccntors frrcust's on tht'significance ol thc many

chxngcs that atc r:rpidly rxturring in tht'shopping clntt'r fit'ld'

( ,,rtd,,ntunut ,'r (',,nrl,'ph,,hrul Richard 'J' Roddewig' Ptr4r' 16

( ondomintum r'onvcr.i,rn r(.tl-lcli,)ns arc prt's( nt({l in lt sumnrary of legislative efforts

th[,,ugh0ut th(,D:rtri)n A (iisctlssit,n,)l th('situirtaons thrrl l{'id t(' anti'ci)nd{)m inium rulings
i. f,,lLrrrrri l)\'ir r('(onrmIn{lrrtion Iirr |r'nr|riit's to thtm
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hv Cliffitrd L. Wt'out'r
ind Rir'hord F. Bcthtot h

Zoning is again becoming a hot issue in urban neighborhoods across this
;;;;ily'-;;isn .f new'health in the cities While businesspeople 

' -de-
;;i;;;;t. o.,d plonnittg p.ofessionals who work in big cities express widely

;;;;;;;i;il"bout tiie importance olzoning, it is clear that, for the people

t'ii;i;;; in cities. zoning is Lecoming more, not less, important Peoplervho

"""" nla from neighborhoods are- now zoning them' People to whom

""isht'".tr""d-s 
*1".Jn.t." abandoned are now rezoning them to undo the

effects of thc rezttning process that invariably accompanied their arrival'
Aryn.r" ruho believes ihat businesspersons or developersin most cities can

setl bv oither fltir mt'itns or frrul. rtny zoning they want hasn't visited the

i"rgf,["it ".a. 
i;h,lic rhat simply is nt,t truti No one who has talked to the

.,.,,ole ruho live there, or to th.'city officials whom they elect' can accept

Ii,fl". ,tr.,if,"".y thitt zoning is an- impotent and meaningless tool or the

notion that all hc,pe for prescrving our major cities is lost'

One of the great paradoxes of zoning everywhere, is.that in the very

.".id""tiat neighborhoods where zoning is most revered and most power-

i"i, ii f,^t ,f *'teen the least innovative and frequently the least able to

"noo 
*ith thrcats to viable rcsidential living' Most ofthe attempted inno-

;;rii.;; i. z,rning have been in the context of regulating large-scale new

a"r"fop-""t". Precious little time and atte'ntion have been paid to innova-

ti". i.,'p..'r""ting change. Prevention of change may well be easy in 
-a

"r,Ur.fri. ",r-t 
trnity *h"..' most of the development is.new and nearly all

oiii i, -o"utithic. Ncither of those factors is present in the average city

""lgfr[".t ""a. 
Furthermore, there is no such ihing as the "average" city

ne'ighborhood.

In order to think e'ffectively about what residential zoning can.do in a city
."tiino. on" *r.t fi rst rea lize that the typical city has three distinct types of
.."iJ"?,i"i,i..,,., ,.lrm", stable areas and grey areas' The zoning issues in

Zoning City Neighborhoods

Clifford L. Weaver ltnd Richard t'. Babcock rt b(nh partntrs in the

ir,".,,.,, r.," firnr,,r R,*- ll.,rdi,'. {'K,"f". Ulhrtk & P:rrs"n' rrnd

^.,,'.niz.d rurh,,rrrr,. rn rh| fr,'ld "l lrnd us'' d' r' l"pm' nt and z"ntnx
i,," 1,,,f, f,.,r' ".,,t, n. l,arur.'d,rnd truxhr.rr' nr'!' lv' Thr. 'trt'([ rs

rd.rDr(dfr,,mrh, rrn,s llx'k( rrlZ"nraa 7 hrt"t1 nal Futut F r"nttt'
put'ii.h,.a t,r rh,, Am,'rrr:,n I'lrnnrng A"s'trrtti"n.



the first^two lrt.eomplrr.rrti.vcly sinrplc.,lir lrt,surt,, the sinrplicit-y dt,r.ives
lrom dtllclcnt soul.ces. Stirblt, lrrt,irs lrrt,sintplt, lrt,cirusc thtire arc no r.cal
zoning qucstions; slums art sirnplt, llt,t.irust.Ih,.a,,,,a,, n(, z(,ning ilns\!(,r.s.

SLUMS

Any realistic ilssessnl(jnt ,f'zrrning p.\\ r.r' alr.rst 
't.errgnizr, 

its st,r,t'r.t, Iinrita-
tions.as a dt'vicc ftr. pr,nxrting ,t.hiibiritirti'n ,r'cxisiing sr,r.s. Nt,r.e rtrrti-
lcss' ifzoningc,n't be pa.t.l tht.s,rutirn in tht,st,nt.ighir.rhrxrds. it cirn at
least avoid heing p.rt,I thc pr.hrt,nr.'['h(.tr('irtrl('nt .i't'xisting srunrs irnd
deteriorated areas by nrost ur.birn zoning or.dinirn.,," i.,,ppuiiing. M,ini;zoning ordinanct, pr.ovisions that nrako pt,rft,ct st,nst. in-rr .triLIe citv
neighborhood make no st,nst,in, nt,ighlxrr:hrxrd thirt hrrs lr,,tt,,nr.iJ ,-i'in
merny cases, er more Iilleral tr.r,ittnt(,nl of'pe r.ntittt,d uses. hornt,occupations
and occupancy provisions *,ill be r'rrrrirritt,d. At tht,srrnrt,tintt,. tht,z,ning
ordinance should not. as ntitn).do, totirll-y.ignort,tht,t,xisting pattern riphysical devt,lopment in tht hope that ir'hugc incrt,irst, in the pcrrnitttJ
intr:nsity uf usc r'ill prr rmpt tht'private st,ctrr iir knrick tht' rru rn d,*.n. Sti[.It crty zont:l's succted in irdopting irn ordintrnct rr.hich dot,s not lrggraviltt
the problems olexisting slum neighlxrrh.rds irnd d,t,s n.t c,ntr.ibute t. thc
creation of new slums. they havc probrrbl.v gont, ls firr as is realisticallv
possible with tht, zrning p,rvcr.'l'hti r.ctrl rrn.*ri,t,r t,, such r,,.,.,,*. t,, tt.."ii.,nt
that gove rnment can.fl'cr an irnsw(,I', rics in thr,Pr,r.ulgati,n and irdmin-istratirn ofcodes.tht'r than the z,ning,rdinirntc ir.d in tht, inrprt,nrentri-
tion of programs cirpablc ,f'dt'ir li.g rvith t.ht IuI spt.ctr.unr,f'the tlauscs and
cffects of slums
Hou.sing and otht'r city codes tt.nd. likt,tht,zoning ordiniinc(,. to ignor.e therealities of the slum. Tht'v ign.rt'the firct thrrt veiy lrrv inc,me h.use hrrds
simply cannot afftrrd rrll ,f'the nict,tit.s thirt thc iriddro clirss ha* c,,me t,,
define as "m in im um st.nda'd. " Say ing thirt tht, p{)or. ( il n. or. nr ust, st,ttlc frrr
less is dilficult to d, rvithrut 

",,rn,ring hursh iind i.se,sitiv.. Ii th; ;,rry
housing rvithin th. mcirns ,f'a lrrrv inc.mt, [arnil.y is '.rrtr"trnaritl;; irj,
middle class sta ndirrds. ti'a ling it dorv n or horr rd ing it u p rv ithout p,.,,u ia irg
a more "standard" cnvironntt,nt is hrrrdly ir hunt,rn,,solution.
That, howover, is what has gonc on in mirny cities. .lhc rcalitics of the
situation demand a more sensit ive t,vir luir t i,rn rrl thrrst.r,lt.nte nts of'commu_nity and 

^s.tructural 
amcnity which sh,ruld lx. (,nc(,mpitssod rvithin the

concopt (,f "minimum sl rr nd rr rd."r
This is not thc plact' t. discuss thc s,r't ,f'trtirr rrppr,irch t, srums that islikcly to h,vc s.mt,elli,ct.2'l'hc,nly r.t,rrl h,pt, Iitls'at the point rvhere the
neighborho,d is sulficit,ntl.y,)l.l.lirnil(,d. rrrrrl :.ulIicit.ntl.i.si,lf_confidt,nt, to
approach cit.v gov.r'nnl('nt nnd t hr' p.i'irt(,st.ctrt.rts rr. ,,ct ivc. c,ntribuiin!
partner in the businrss,f .eighb.rhtxrd rt,r,it,Iizrrti.n rrnd not .s either an
adversary or ir charitl- cirst,. []ill.\\'hitt,si<lt.'s Nt,iglibor.hrxrd Hou.ing Ser:r,_
ices Program. rvhich gr.er' .ut ,l pi..t,t,r.i.g t.fii,i.is ,rl'the AIlt,ghe,r! C.n_
ferencc in Pittsburgh's ('entral Nir.thside ii.t,rr. ir.d rr hich has n.rv iainedofftcial status as tht' Urbir. Rt,in't,strnt,nt '['rrsk ]irr.rt. unde. the au*pices of

2 Rrrtl Eslrtlt,lssrrcs..Srrnrrrlr l9,gl)



H.U.l). rrnd the f't'<lt'r'rrl llontc Loittt Ilitnk lirirrd' is undoubtt'dly tht'bcst
modt.l firr suc('('ss ('ttl t'('t1tlv irvirillrblt'.

STABI,t' ARI.]AS

[]nlikt. slunts. stttlrlc rttlits itl'(' ('ilsv lirr ut ltittl zottt'ts ltt'citttst' they plt'sent
fc$'. il itnv. t;ttt'stiot.ts thilt tllrditionlrl zttltittg citnnrtt t'ltsill- rt'solvt' Pt'c-

""rvi,rg,tt, 
t'cotro rn iclt lly Viitlllt' stilt us t;rto is rvhilt zttning hits alrvitys beetl

lx,st iri drling. Wht'r't' sociirl lttl<l t'cot'lotttic litctlrt s itre conducivc to the
p.ese'r'irti,n irl an attl'it(ti'c tt'si<lt'ntiitl t'tl'ir'nlnt'nt. z.ning's,nly.j,b is

to pl0vent tht' intrusiot.t of' tt ndt'sit lt lllt' ust's.'l'hltt is it cltnrpat iltivt'ly t':tsy

trrsk in anl ittt'ir t!ht'lt'th('curt('Ilt ttrYttt'r rt'sidt'nts ilgr('('lhrIt th('status
t1u0 is ck,sir.irhlt,rrnd that chirngt, is not.'l'he onlv signilicrrnt problenl fttced

li5' stable citl' ntigh5.rh.rxls is rrt tht'ir pet iphe.it's r'ht're. 6ecituse ttf the
ptrtchrr',,rk dt'vt'lopntt'nt pirtt('r'ns ol nliln1* lal gc citit's. the1' fi'equt'ntly abut
inconsistent tt.t'.. I't,,l,li',1s ol tritnsitiotl at the pt'ripht'r'1 at't' lar liom
overu'helming.'lir thr: t'xtt'trt thirt tht' pt'r'ipht'r.".. rcPr('s('nts pl('zoning dc-

veloprnrnt p,,it"t,,.. it is ir lixt'd {:rct ol' lifi' * hich tht' nra.kt't cl'e.ted und

nos. in ont,firshitttt ot lttttttht't. I't'crtgttizt's.'lir tht'txtt'nt that ne\\'dcvelrlp-
ment is pt oprtse d rtt tht' t t'sidt'nt iitl lroundirrl'. lmplt' sitt' dcsign rtnd buf ler-
ingtechiiiqirt'sirrt'avirilrtSlt'Iirrinclusi.ninthe2,.ing,rdinitncr:'Ihe1-.,re
nrit difiicuit ttt conct'iVt'. to und('l stalld or to itnple me nt: tht'1 rtt'e also not
uolth tirlking rtbrtut hete .

GREY AREAS

'fht: leal rcsidt'ntiitl zttning issucs in nlitjot cities <tccur in those grcy areas
$.hich urt, ne itht,r. strrblc nor slurrr but un tht.ir rvaSr frorn bcing One to boing
tht'other. Sonrt' grey rtrt'its t'xist in nt'ighlrorhrxrtls rvhich art'declining or
threatent,6 \\'ith ilciint'.'l'he issut's irrt' h,rv t, st,p tht pt'ocess lrc6rc it is
hopeless. othcr grev ilr.(,irs Ar(r {irund in thost'rediscovet.ed neighborhrxrds
on their rr"y ,,p f'rirm tht lxtttom rvht'lt'tht'issrtc is horv ttt keep the
momentunr going rvrthout ltlkrrving it runllwity situittirtn in ivhich an over-

o.!{er'or' "p"frl,,iiu" 
mat kt't dt'stI',ys tht' u.dt'rlying conditi,ns which le'd

i,, ii" ."u itu lir,,ti,. in t ht' li rst plrrci'. 'l'hcse rt rt' t h. t'xc it ing ne ighbo.hoods
for urbitn zttners and plan nt'rs; t hey r r t t' t ht' nt igh ll. r rhoods where challcnge
and the hopt'of succtiss ctt-exist. Ilealizing tht'hope lly responding success-

fully to the challcngc is pethitps tht'most diflicult of'all urban zoning
issues.

'lherc are st'voI'al rt'alitit's about citit's irnd n('ighborhoods on thc way up'
Neighborhoods on the rvay down must bc rccognizcd in itny zoning scheme-

inttinded to deal lvith thi'st' neighborhrtods in tt'ilnsition' 'l'he pl'ocess of
transition. be it up or be it dorvn' strtrts slorvly. In a rt'viving ncighborhood,
therc must be an initial pion('('r oI' trvo capable ol set'ing and capitalizing-
upon the potontial of tht ntighborhtxrd and ont' or two.spccific pieces of
property in it. In a dtclrning nt'ighborhrtod. therc "vill 

inevitably be a
i,undtri nf p.,,pt't'tics th:rt will stirrt the dttwnrvitl'd cycle - sometimes for
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no appar'(,nt or ('xplicill)lc r(,llsr)n. In r.ilch clls(,. the z,rnrng ordinilnce must
be st.ucturt,d to cr.(,irto ir nt:rrkt.t dc,r..rntl lirr th,se Iir.st pieccs ,,f p,.,;p;;ir.'lht' t,vpic.l z. n ing .t'sprnst' trr brrth ,r'tht'st. s ituir Lirns h,s bt,cn tri incr.aie
e ither ,r.both tht' intt,nsit.y rrnd vrrr.it,ty ,f'ust,s rrll.*,t,d through.ut the
enti rc nt'i ghlxrlhrxrd.
Bt'ca us. ,f'a n u nrlrt,r ,f't ht, ,the r .t,ir I it ir,s rr rr,u t cit it,s rr nd the ir residt,ntial
grev itr'('rs, tht,tr.rditi,nitl rrppr.,rrch'lli,rs littlt, hrpt,. In the first place,
most ol'ou r citit,s ru'c t'x pr,r.ienc ing i r dt,c I i nc of'popu lrr t ion: in that conixt. ii
is a pirtht,tic anitchronism to trv to,,r,.,,ur,,g,,d'evelopment b-v offi,ring to
rull.w' m.re thtrn irnvrr.t, r'irntt,d in tht, firsi plrrce.'lht,firct th.rt l)rtr.it,sIl 2 I)istrict irllru.s tivt,rvthing fi..nr singlt.f:,,rriiu ...ia"niirrl through mul_
tipk,ftrm.il.v rvith up to oight units in a building has not prevrnted its
nl.iA!!1,,.h,,,,a" tl.om lrt,ing pt.ppt,rt,d rvith vat,lnt lots. In adriition to the lack
'|)t sullrcr( nt rlt'nrrnd t, lustif'v a groirt intt,nsificati,n,f lirnd use in,lder
c it ies' s im p I istic n.t i. ns of int re.s.d dt,nsitv d. n,t r.osp.nd t, th. rea ritics
of the mrrrket. The suburbirn nrtrr.kt,t u.ith ,i,hi.h in-filidevekrpme nt must('('mpe tt, is thc rlrrr kt.t Iirr pcoplc rvho rvirnt sontc kind of single family
dr'r.llrng unit. rr ht'th, r t hrrt lrr,subu.birn dt.tirched.r urban r.rv h.use.(.it!
dtve,l,pmt,nt irt gr.irtl.v incr.irst,d dt,nsitics is nrt gring t, c,mpt.te t,lltc-
tive I,v in thirt mrrrkt't.

LIBERAL ZONIN(i:'tOO MUCH OF A ,.GOOD".I.HING

I'u.the rnrr.e. t he s, rt .f libt,r'rr I z. n ing ir I l,*.ir ncrs th at m ight bc necess.lry
and justifiablt,.tr) pr.omot(, a rovival {)r stop a slidt, wiil, if permittei
t'vt,r'y*'h.r. in tht,neighb,r.h.rd. lr.th,vt,rtiri tht,t,xisting infi.ristructurc
and dcstrry tht, lundam.ntirl chirract.ristics ,f'thr nrigh i:ir.rrhood: b,th of
rvhich irrc. rvrthrrul rrnv he lp fr.om rt,gulirtory blight. probably bcginning to
shrrs' signs rrf tlt.tt,r.i,r.ir t ion dut, to.tht, nrrtural trging p.u.".r. .i.ypi.,iily,
attt mpts to.rrvivt,irn rrrt'a by rt,zoning it irre accompiinird by totai neglectofthe physical infrastructur.t. thirt must support the hoped-for. revit:riiza-ti,n; in thc wot.st cirses st'rvic.s.re r.duct,d iather than irugmt,nt.d. M,re
important than thc lirck of'regtrrd lirr thc infnrstructurr is the di"r"ga.d,,i
the nt'ighb.r'ho,d's physicrl chir.rrctt'r,ncr s,ci.l structur(,that,ri.en ac-
companies zoning lr.visions in grt,ying nt,igh bo rhtxrds. One New yorker
noted, "ln-fill p.rvisi.ns thirt mirdti pt,rfi,ct st,nst, in Brrxrklyn's.u* h,,r.o
ncighborhoods. rv(,I.(' unircceplirlilc in (luccns, ht,cirust, in this Borough,pt.plc like the i' sideyarcls." Nrt ,n ly thc physiciri chitractt,r, but the social
charactc'r oftht' ncighb,rhrxrd dt' rn:rnds ittt,nti'n. ,l.ht pr,blem h,s been
dcscrihcd:

. -.. . 'l'ht,rt, havt' Itecn pltrct,s in S:rn t)it,go wht,rt, rvc've movcd in and we,ve
built thr: Sirnl)it.g.t,r;uivalt,nt.l'the4plusl.We.vctornoutiil.t,fniceold
houses irnd small irpirrtmcnt buildings irnd put thcst, things in. And at that
sca le there is . n.tic.ahlt, chrrnge, rrnri tht, un its bt,crme sma) lt,r and thcy caterto tr wholc diflt'rcnt lilestylc, irnd that's anoth(.r part of the problrm. If we
rcplact, ftrmilv units u.ith morr ftrmil-y units irt an incrcrrst,d jensity it,s one
thing,.but if *e rt,plirct.it u,ith singlos units tht,n it's rrn.thcr kind oiproble,m
en tire ly.
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San Diogo's r('ct'nt ('fforts to providt' IrloIt' t'lli'ctivt' and lcss dcstructive
u.,"urt,,["tn"nts trt ct'ntral citl; r'('dt'\'r'lr)l)llr( rll nr''r'it rr lrrit'fdigression hcre

bec.use ihey t,uch,n irn,5vi.trsl.v i.rprrrtrr.t sulrlt,ct th. nced to attract
not only rtr'.idents but rtlso d,'ttil,,p,'r.. 'l'ht' lrpproach proposed by San

Dit,go's-Cr0\\ th Mrtnagt'mt'nt Plrtn r','its. in csst'ttct" to artificially increase

ihe'disinct'ntives t. outl-ving dt'vt'lrtpnlt'n t rls ir nl('ans to enc,urage rede-

uni,,on-,.nt an6 in-l'illinx. "l)cnsifictrii.n",l cxisting urbltn are.s rvas to bc

firsttlred h' prr rh ibit ing,,r d isc.u rrrging dt,vt,l,pmt'.t in the ,utlying ,rcas.

The problem rvith relving on disinccntivt's in tht'outlying ar'('its to cncour-
uoo i.u"lup-..rt in inntil city at't'as is thirt n, m.ttt'r horv tfft'ctivel1" you

pir.,hibrt a mitss mt'tchrtndrsr:r t,vpt buildcr fl'om putting up 150 $75'000
in-"r n" Farmer []rttrvn's bi,ck-40. -r-ou ill'(' not going to rtvercome the

organizational and markt't factors thirt plt'r'enl-that ssme builder from
ou'tiirro ,o $7i.000 homcs un 40 or irO scirtps of'llnd scattered through :r

ir ri"ti nf it n". 
"itv 

neighh, rrhoods. 'fhosc hu ildt'rs simplf aro not equipped

to t uriat" small. icattt'red prrr.jccts; if tht'1' could lrt' mlde to trv it the

.hu.l.n" are tht'ir prrtduct ',iould cost ('\'('n mott' thttn $75 000 Flven at

ii;.OOO,,f-ro market lrrr firce ]rrick trntl alunrinunr tri-lt,vt'ls in rundog'n cit-v-

neighborhoods is limitt'd.

CONSUMERS AND DEVELOPERS RT]ADY TO RETURN

Horvever,just as thort'are httusing consunrers rvh-tt alt rt'ady to come'back

i.-tn" "itli if it 
u.ill rrcc.nrmrd.tt' their nt,r.ds, thcrt' are als, 6t'velopers

."rJu to develop in the citit's if ,f1't'red a 5it rtf' t'ncrtul agt'ment lt appears

itr.iin"t.,'r" pt"nty ,rf smirlldt'velttpt'rs and buildt't's looking frrr markcts
in which they c an conti nue trl makt, a livi ng dcsp itt' t ht, corporatr: gi ants out

in tt 
" "r.nn"ta..l 

.J ust as the fircts ,f'subu rbir n li[i, hrrvt' creattd a p.tt'nti^l
puoi nf hnr.ing consum(rrs 6r citit's to tirp. so hrtvt' tht' irmplc dilficulties
and disenchantmcnts surrounding outlyirtg. clear'-t'ut devclopment created

a oool ufootcntial htrusing supplii'r" reildy to give the city a try (lities will
a,IL"tiri t" conctntrrttc lt'sson irdding to thc wrx's of the suburban de-

,"lnp"a r.td mor('on doing somcthing positivt' in tht cities to takc advan-

tug"'nf ttrc existing po,rl irf smirll dt'vtilopt'rs lrxrking for ncw markets'

Morc density is not the :rnsw(rr on the c0nsumt'r side and it also is ntlt the

uar.r*"t nn th.' 
"rpply 

sidt. [)evt'lopt'rs cannot gt't dt'nsity itr rtutlying areas'

and yet they dcveli,p. It i" nut thr: itrck ofdt'nsity that suburban dcvtlopers'

""o"iiuttu 
,imall subur.ban deve6pers, 

^rr 
c.mplaining ab.ut; it is the larck

oi'public"influ.tructurc and, t'vtin mort', thc ahunditncc ol rod tape that
;;i").t.;.'.t p.oject lirr trvtt ttr thrt't' yt'itrs No.dt'r't'lopor likes to spend

money eithi'r'.n pr.viding rvhitt he st't's its "puSlic" inli'ttstructure,r on

bureriucratic de1r,y. but li,r: th.' snrirl I hu iltl.' sign ificit nt c.sts in thos. arezrs

are simply out of'tht' tlue stion.

Indianapolis had considerirblo succcss in using capital improvt'ments pro-

gramming to oncourage in-fill dr:vt'krprrlen t. It did so. not simply by lefus-
ing to sei"er outlvinH art'irs. llut by taking positivt'stt'ps to upgrade its
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innt'r'city sew('ls irt public t'xpt'nst,. An Indirrnirp,ris residrnt put it this
way:

Politics,l sr.rv.rs'? ll lh,'st,rvt.rs.,.l,_.s.uth, y.u rvill hirvt, r t.wnship right
south of ht'rt' thirt rvill bt' ont' of thr' trstt.st glou'ing pract.s in thi. counir.v.
Pr.pt,r't.v v.lut,s *.ill rt'all.v zrxrnr. On tht,rthtir truna, ii'it drres that. 

",r;h;;i;ruint.d ;rrt .llpoltunitr to rr.lruilrl thr. irrrrlr r.itr. Il(,t.lus(, \.,,u'v(. t,,k,in ,, l,,i,rfpI(issul'('ofl .vou vt.given thr.nt rr pllret,t,, rt,nt. Lrrgrrr undt,rstrxld that quite
*t,ll...irndundt.r.hisirdrninistr..ti.nth.st,st,r'r,rswt,r.e n.t built. Wh.thi,did
u'as upgrirdt, tht inncr.cit.l sr.r't,rs irnd (,\,(.n put in s.mt, nt,r' sirnitary servers
in s.nre placos rvht.rr *.t,riid n.t hrrvr,tn,,',,p,,i,,ti,,",,i..i,,.r,,,"i..,,;ii..r)i^
the inner cit\'. 'l'hr.v sp(,nt th(, ntont.v <loing thitt.

If inf'ustructure e;rn Irt, pr., rgra rtr nrt.d t, sl.r'd,rr.n gr.or'th. it is possible
thilt ('(.nttill titir.- t,lrn pl1',lr.ilnt it lo cr)(.(,urilHr. l.lt.r,\rlh.
Providing stlects irn(l s(,\\'or.s costs rnont,.r,, but clinrinirting net,dlrss rtd
t,pe does not. Stafl pt'rple in Srrn I)it.grr irJrnittt'rl, r'hirc theil ,r."i.'t,,it ing
about .nc.u..ging in-fill dt'r't,l.pnrt,.t. thr,ir c,dt,s and .rdina.ces in fact
made it rruch m,rt'riifficult. irnd timt,-t.nsuming t, dt'r,t,rrp in an irlr.ezrdybuilt up:t.e, ratht.r. thrrn.n 'irgin sril. Inllrrttlil fi.rnt end and car.yini
costs h.lr'c made.drla',nt,,f'tht,m'st trrstlv d,ll.r.ite ms in,,,,r,dur..,lot
ment. 'l'he in-fill dcvclopnr(,nt pr.r)er.ss is li.rrught rvith its ou.n st,t ol.un_
a'.idablo delrrls and diflrcultit,s. but s, is suhurbirn dt,r,t,krpr,en t. Ifcitiesr'i.ll nr'r'c rrgglt'ssi'tlY trr .lirniDirt. thc rr.rr1lr,ss dt.lavs. tht,v $.ill hrvetirk.n lr ,,tirl,t st.p tr)\\ilt.d (.n(,(,Ltr.illlit)H il l.(.surtl(.n,.,,,,1 .,,r,i11-..,,1. d,,-
vclopme nt in cit its.

WHOLESALE REZONIN(; IS NOT'I'HI.] ANSWI,]R

With thirt..n'd 1, tht'devel'pr'tt,nt c,mr.unity \\.(.r.(,tur.. t, the principal
pr,blt'm .l expl.ring r'rrvs in rr hich t.iti,.s t.ir,. thrl,rrHh th.ir z,,ning or:Ji-
nilnc.s. cr'('irt(', ,r at l.irst ('n(oulirll(,. p'ivlrtt' rnrrrkt.t dt'mand firi th.se
first fr"'r' parceis t hir t bt'crnr. t h. Ix'gin n irig ,l n. igh lxrrhrxrtl tr.a ns ition. Th(,
usttal irpp.oach,lrvh,lt,srrl. *,zr.ing [,r r,,rt,intt,nst,.st,s is n,t likcly to
rv.r'k. A n ircrrss-tht'-b,rr rds lilrt'rrr I izirt ir. ,I z.n ing in ir r.t,v iv ing ,r' dcc.i in-
ing neighbo.h.,d is irlnr,st ct.rt ir in t.. dt,rirv tht, r't,vivirl ,r spced iht,dtcline.
In b,th cirses, the rt'irs.. is tht'srr.rr.irrrrl rrrd.r'stirrrrling it i.rr.y lt'.d t,ward
a bettor ilns\v(rr.

An overirll liltt,r'irlizrrtion ol zoning sirnply incroitst,s thr.rirrv Irrnd virlue inrcl*ti,n t, the virlut, ,l tht. t,xisting sir.,t.t.urt,, thert,by i.cr.easing tht,inct'ntiv. t, trband,n thc t'xisting ir.prr,,,r,rnt..ts. A""urir.,thrrt it typical
city lot is rvolth $10,(X)O irnd thrrt. on custon)irr..y r.rrtios, such rr lot should
support a $40.(x)0 h.r.t'. Assunring;r strrblt.situirtir.. tht'h,ust'irnd lot
t,gcthe. rv,uld lrt'r'.r'th $l-r0.0(x). N.* ;1.i.1111111, thrrt the stl.uctur.o. ov(,r.
time, dcte.i.rirtt's t, the print *ht,rt. it is r',r'th .nlv $i10.0(x) but thrt the
nt'ighhot'hrxrd rcrnirirrs Irirsicallv sourrrl lt,irving tht. Iot virlut,at $10.000.
N,ticing thr dt'clint' i, th. rr.ighlr.rh.rxl. thc citv lirth..s r.z,nt, tht.t,ntir.t,
rtrerr to p.r'rnit Irrrl units I)('r ]r)t in tht, h,p.,I t,nc,rrr.lrging r.t,vittrlizrrti,n.
Lct us rrssurlt.thrrt ntultiplt, ljrrrril-r'lirnrl is bringing 1ii.0tt0 pcr unit. Tht,
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valuo o[ th(' lot, il'clt'art'd' is norv $20.000' the value of'the structure on it
..'"",in. gfO.tXlt). Ilut. in this c:rse. 30 and 20 do not mnke 50 To the pt'rson

i"i.:,..,.,.'i in 5ur-ing. h,me. tho value is still, at most' $40'000; perhaps

i.;;- ;,'.,,;." n,,iu tii,'single family house is in an art'a rvhere multiple
i,-ilr. ,. n.rmi1t.d. T,, thr. spt,crrlrior trr developer. tht' propt'rty. is n,rth
,,i i.,;.1. td2,,.,,,,,,, hut pr,rl,rrhlv sr)Inelhing less betause tht'I'xi-ting struc-

tr,l.' a.nti .,. flom the t arv l:rnd value. The result is thrt the rczoning has'

,ri',r.,i,- fi,it .*.r,,,,p. both dt'crt'itsr:d the value of the property and e liminated

itr" in",lntlt" to mrtintitin it. ln the krng-t'un. the pl'ope I'ty is probabl-v more

irri,lrUte rr ithout thc structure than riith it, but in the short-run' chances

"i'r"l',-" 
irri'i.g it firr either multiple family. redevc lopment or continued

.i.gii' i"riiii ,.iL' i. ai-inl.f,ed. ll'conomically' the serrsib1." nttt c'vil or

o",iri.i,,r.. th inx t,r do rs t() Inaximize the current use value ofthe t'xisting
$,:", i"r. r," .,,,r1'", tinx it ttt trvtt rtr three apartments taking tht'cash flow

unJ d"f.'.ting rrtaintenance on the structure rvhich is' in any ovent' a

i,rng-i",'- liritrility. At some point in timc, the valuc 'rf.the structure' and

ine-.aJ,'a "*p.nr" 
rt['tt'moving it. rvill hrwe been am'rrti.zr:d dorvn to zero'

A-fr,,"i ift.'sitmt'tinlt'. tht' accumulation of deferred maintenance will have

made thc structut'(' rt'itdy for tht' bulldozer'

Multiply thlt t'xample t.imt's a neighborhood and you havu a zrrning in-

duct'd slum.

Tht' difficr.rltit's ol'tht' sc(l nario are compounded by the lact thlrt rezoning

tf,.,*iiri' ..'igfrlrorhood frrr increasod density simply increitses the supply

,,f i,,t.,t",,lf ,,fi" firr rt'dtvelttpmt'nt against u hat is to hegin with' a limited
,i"ii,,,r.rJ firr hrtusitrg in tht'ncighborhirod By creating a-buyer's market' tht'

,.r,,"i.g i"tra. to rit'fi'rrt it. ,,t, n pul pt'.e by lotvering the value of the land

i;;;.;;;'i.:1,;p,rr,lnt. uven higher d't'nsities ttill b" ne""story to offset thc cost

,,i,*rri.i.i,,.,1 de rnolishing tht'structure and add furtht'r impetus to the

rnark.'t'. tcn<lenc1- t,, amuliize the value of the structure through a pro-

gtam of dt'li'rrt'd maintenance

Tht,uualitv rrl lifc in tht'ncighllorhood declines at an accelerating rate as

ii.:,,i.i.r{-,.,".,,,, ,,g,'J .,. 'n 
*ii.ion ofcxisting structures to h igher den'sities

,,r ".i,,*".'ttr. cit)- s infl astt'ucturt' .t the ier""- time the city is pr.bably

i'.'ni.t,,nt to put nlon(') into its maintenance or improvement: creates

.,, ]t.,nu o,r,l,l.'nr. t,rr "s,,lvcs" them by requiring the conv(]rsion of larvns

i-;i, ;;;[t;; i,,t.r: ,,nd r'.rluct's usrible open space rvhilt' at the same time

i nclt'asing tht' PoPulation.

THE ALTF]RNA'tIVT]S

But tht,tqut'stion rt'ntrtins: What else can a city do'i Once it has removed

,,,,r',,.1.,..1 itnpt'dimt'nLs' increased intensity is about the only inct'ntive

ih,,i'"';iiy r,,,_-i,, !i",. _ unk,ss it is willing and able'to spend_ significant
nublic clollitrs to cncourilgc privatc development' Density is the tool that

i,ti,l.-rnrit us('lrnd tht' pr,blem is to find a better way to use it'

What is nt't'dr:d is a syst('m by which a few lots in a neighhorhood can be

str;,; itt;'."1"'t,r--nri,n,rpolize all of the limited increase in residential
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density that tht, neighhorhrxrd as a wholt, can absorb - in ternrs ol nurrket
demand. of ne ighlxrrhood chrrractt,r lnd ol infuastructur.e cirpacit.y. ,['h(,
system should (,ncouritl{o t}rt'location ofthe increascd dt,nsitv on'lat.gcr
palct'ls cx,irted bv tht' asscnrltlage of.small lots. The system should nrakt,
densit,v incrt'ast,s irvirilrrblr on ir ltusis that cncourages, r.ather than dis_
couragos, tht, prt,st'rvirtion irnd ntirintenance ol sound structut.t,s in tht,
ne-ighIt,rh,,d. 'l'h. s.vste m shru ld t,nc.urirge t.edevelopmt,nt i'hich tt,nds t,
solve.-t athtr thirn contpound. piu.king and open space problt,ms. .['ho svs-
tem sh,uld ('nc(),r'irl-lc redt'r'cl,pmcnt that contributc. to th. srluti.rr .l'
existing infi'astructur.e problems. 'fhe s-v.'stem should encout.:rge rt,dr._
,"'clopnrt,nt plulrs irnd dt,signs rvhich urt.sensitive to. and complrtiirlt.rvith.
the existing lirbric of'tht'nt,ighlrorhood. All of that is ii tallorder.

THE SIMPI,ISTIC APPROACH

It might all bt, possible if thele welo an t,ffective rvay to solve the Ijrst
problcm of permitting ir ft'w lots in tht, neighborhood to monopolize tht,
cntire incroas(' in density thirt ntight otherwise bc spread across ahc entir(.
neig,hborhood. Sinrple rrpproacht,s obviously will noi work. I)ccreeing thrrt
the fbur colnt'r lots or- rvery third odd-numbered lot in every squirrc irlock
should he allowt'd te n times thc density of any other lot in tlie lrkrck would
concentrate tht' a llowablt, dt nsity but would, in every rcgard, lxr a disaster.
So lirr as tht' law is conce rned, such a simplistic ,ppiru"[, would bc a]most
certainl-y invirlid. So frrr as planning is concerneri. it would bc
monumt'nterl I-y i nt,fli ctivc.
As to equity, it isn't nt'cessar-y to perform :r detariled economic irnalvsis to
know that the .w.ners.f'fitv,r.ed l,ts rv.uld rcceive a rvindfirll. and 

"r..,.r.,r.,"e_lse rvould bc rviped.ut. In te rms olthe desired objectivc.. it is d.uhtlul that
the rezoning rvould produce ln.y immt diatc redei'elopment on tht, favored
Iots and it rvould ct'r.tirinl-t, contribute to the decline of the rcst of the
neighborhood. If rrnd rvhon the economic situation finerllv u.arranted rtde-
velopment ofthc firvored krts. the rt,st ofthc neighborhood probabl.y rvould
have dt,clincd enough to discourirge an-r' thought ofne.r. devclopm"nt. Ifth"
favorrd lots rvt,re rt'devt.lopt,d at higher densities, it is concoivablt, that the
owners of thr rest ofthe Lrts in the neighborhood rvould then cite the high
density devekrpnrent in support of tht,ir petition for rezoning to simiirir
densities.

COMMON TECHNIQUES MAY BE THE ANSWER

While hope doos not lie in simplt, solutions, an answer may bc lound in tht,
thoughtlul combinirtion of'a flew relatively common and accepted zoning
techniques. This is not the plirct,to draft a zoning ordinancc io solvt, thi
problems of a diverst' irssortmcnt of' neighborhoods located in a host of
individually unirlue citirs rrcross tht'country. But lve can skt,tch the ole_
ments of an approirch u,hich we believt, olfers a starting place.
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"REt)FtVELOPM UN'r OVERl,AY DIS'l'RI("1"'

'l'ht' idt'rr lx'gins bl conrbining t'lt'tnt'ttts ol'tht' t|rtnsli'ritble deVt'loptllt'trt
lights <onctpt rvith inct'ntive and ttvt't lil.r' zoltirlg tt'chnitlues in a "Rt'dt'-

t',ii,,pnt,'nt ()r't'r'lav I)istlict'. 'l'he itdl'rtntrtgt's .l tht' ,r't'rlav *rtul<l lrt'

,rvrilirlrlt' otrl.r' in c'rtnnection rr'ith rodcvt'loprrtt'n t irctivit) that mt't tht'
stirndrrr'<ls ol tht'otrlinance. \Vithout such Itclt'r t'loptlr('nt activit)'. existing
zoning uould rt'tnrtin in effect bv viltut' ol tht' un<k'r'll itlg distlict tegula-
tions. 'l'ht'o,,,t'rlitv rt'gulations rvlrultl prrtvitlt'lt st ht'tttt'ol vltriltble dt'nsities
drpentiing upon tha type ttf propost'd rt'dt'vt'lttlltrtt'nt .'l'hey rvltuld also
plovidt' fiil t ransfi'rs ofdensity f't oln ttnt' lrtt to ir nttt ht'r. w'ht'ther contiguous
ol not. 'l'ht' t'ight to makt'the tt'irnsli'l crtrtld lrt'st'tult'd e ithr:r by actluiring
tht' fi't. to tht' lot or by acquiring thc dt'vt'loprrtt'lt t t ights under conditions
rrrrlh,,t izr,rI I'v thl otdinltnct'.

\\rhilt'this incrttpotrttt's somt' t'lt'tttt'ttt.s ol tht' 'tlitnsli't'ahlc devt'loptnent
rights' t'l'l)llr idoa thtrt has t't'ct'ntlt' t t'ct'ivt'tl rt lot ol rtttt'ntion in zonitrg
liit,r'atutt,. th('r'o arc somc inlprtl'tant difli'rt'nt't's. Ilrlsicirll-v. tht"l'l)lt
stht,nrt, allous osnt't' A to scll "dt'r't'lo1)n)t'l)t l ights" Ilorn A's pt'op('t'tv
t"tllnsli'ror pltrct'l"tttt tlu ner B rvho tan t ht'n ltst'tht'r'ights to inct t'ast' tht'
irnrrurtt of dcvt'li)pm('nt on B's plttpt'I tv r"t rilttsli'tlt' llitt ct'1" t. The idea htrs
lrt,t,n rttost rvidt'l-v discussed as a rvit.\' to sitvt' s1;t'ciill huildings {)l'ilr('as
t such rrs llt trtlnrrrks rtr su amps t ft'om tle vt'lopllt'n t ll.,- ir llorv ing the t)\\'n('I t{)

st,ll the tk,vt,loprnent tights to sont('()l'l('t'lst'.'l'ht'ttrvnt'l is then lcgalll'
obligirted to prt'sot've, rtrtht'r thtrt.t dt've lop. tht' ttitnsfi'rot palcel. Unlikt'
tht, usuirl 'l'l)lt trpplication, ttut idt'it fitcttst's ott urbrln areits that have
nothing pirlticularly "special" about tht'rrt. ltrlt]rt'r' than bt'ing conce'rned
rnainly with plt'st'rving a spocial tl'rtnsfi'rol prtlct'1, it is cttnccrned ri'ith the
solt.ctivt, r't'dcvelopmont of a limitt'd ttuttrllt'r o1'tritr.tsfi't'ot' parcels in ir

firshion that rvill not overrvhelm the t'xisting chat itctt'l'of'the TDR district
Whcrt'the customary TDR progritm itlt'ntifit's rl ttitnsfi'ror ptrrcel to b('
spart'd li'onr market forces. tht'cttnct'rn is to dt'vt'lrtp ir pl ogram thilt lt'ts tht'

\\'t'irvcl et Ilirlrcock: htning Cit1 .\tighlx'rh,t,rIs I

'['irkt,irs att t'xit ttr plt' rvh irt ntight llt'll t.r'lticltl sr;ttitr| t itv I)l{)( k contain iug 21

lots o1 6.2;-r0 sr;tltrc li't't t'ach. Inclrtrling its rtssotirttt'rl rights'of-rva1 . tht'
blot.k rvoultl t.ontlin 5 itcrt,.0l lanrl. I'rt.sttttlr'. t ht, lrlock totltitins 2.1 trnits. I

singlr. linrill' rlrr t'lling,rn t'ach lot. 'l'ht' nt'iglt lx rIlto,,rl rk'r't'lrtpt'd llt'frrrt' t ht'
,,,,,,1k",1 iu.,i,,,S(,in thc populirritv ol lrtrtorrrrrlrilr.s lrrrrl is rrot wt,ll srtitt'd to
tht'rn.'l'hctl is no pubiic opr:n spit((' otl thc lrlrtck itnd onll'a ntinintrtl
itrrrount rr ithin t.asl r.each rr.hit.h hirs trr sullrc0 lirr lrn 0ntiIt, nt,igh bor'hr x rd.

'l'ht' u ntk'rgIott trrl in fl ltst ructu I t' rt'ttti t i tts t'ssc lt t irl I ll' sott nd lrnd is pt ollalllv
su{Iit it,nt in sizc Ii,r sorne inctt'rtst' in dt'ttsilv otl tht' blrrck. t'spccial)r' il tlit'
incrt,irst, t.orlr.s in tht frn.m ofsntirllt,t rrnits rvhich lvotlltl not ltccot.ttttlodittt'
tht, lir rgc I'ir nr i I it.s firr I h ich th is nc igh lx rr.hrxr<l rr s oIig in l ll.v bu ilt . S0 r'ne of'

t ht, pu irlic itr li itst ructurt'. likt' sidt'u rr lks. t'tt t lrs. st rtt't l igh t s rt nd prt l k w'itys

c,,u l,l 1,,, itn prl)vt'd. M n.y of thc honlt's lt l t' li t t gt' t'lrott gh trt bt' crtnvertt'd intrl
trvo. thrr,t, irr t'vt'n fi,ur smallt'r itpirt ttnt'nts il pt'r'rnittt'd b.v the zoning A
nurttltt,t of tht'honrt'salteadl-sho$ si14ttsttl ilgt'ltntl ttwttt't ttt'glt'ct. Ptrlpe I't.v

vir lut's hlrvt'lrt'gttn to dtcline.



rni'k(.t id(,ntily th.sr, 1,,'cels that sh,,uld lx, rt.rlt.r,t.lrpt.d and to m,kc,*r rk.t 
. 
rr.rlt,"'r,l11;nrt,nt p,ssihle at rrrt .rrr.lit.r. strrgt, in itre neighborh;iiJ

t'c,nr.)ic t'clt'. I'i,rrllr'. unlike m.st '['l)R pr.prsirls 
".hlch a*sign fixeJ

d.r't,l.Pnrt.nt .ights tr eirch t.,nsler.,r 1rrrt,,,l and lixt,d ,rrrximum i"uelup_
rrrt,nt rl..sitir.s t, p,tt,.tiirl trirnsfi.rt,t,ptrr.t,ls. tht,prr)gt.ilm seeks to'arvlr,th lhr"l'l)lts ir.d tht'tlc'clripment prir,nti.r ,r.rign.i t,,...r, pr.""t in,,r'lr.r'lhirt gir,r,s th. r.irr.kt,t u.angt,,,l rt,d.r,r,l,pnri,nt ch.ices but re*..rds
thrrst t hoicls rit,tt.r'rlint,rl to be most in tht, puirlic int{,r.(,st.

F] T'F' I] ( I'I'S 0 I' OV I.] R I,AY Rr]G UI,A'I'I ONS

'[ir rr,trr.rr. t. thr. r,xirntplc. the bl.ck htrs 24 singlt, fitmily drvellings onst'pirrrrtr'Ii.250 s<lurrrr' [ixrt ],ts. Aftr,r stud.ying thc .xisting infrastru"cture
st'rving th. lrl.r'k rrnrl thc ch,r-irctc.,nd l.t..tirn .l the nriighhorhood, thecitv dr.tt,r'r,in.s thrrt tht,bl,ck *,,uld. if rrppr.priirtt,l.y .ed"r,t,loped, havc-al.rtirl err.r't,irrg cirpircit-v,f appr.x imirtt,l." iiiu.iin,." iis t,xisting d".rrity o.
s)6 . r) its. Itrrth.r t hirn .t'zrning c.ch l,t lirr I.rrr.units and inviting disasier,
this is h.rr th. rr't'r.llrv .r,gulati,ns r',rrld lrssign dcnsitl,r,:rlues t. each lot:

l. l)r,nsit.r, \! itlrout an.l- r.t.de vt,lopmt,nt _ rrnt. unit ils p(,rmitted in the
u n(l(.rIv inr{ distr.tct.

2. I)r,nsi1v lor convcrsion or rt,dt,r,r,lopntt,nt inl.olving a single lot _ trvo
runi ts. subjr.ct t{) sit(, and structur(, pt,rfi rrmrrnct, siirndards.

:]. I)(,nsitv itvrrrlirblt.for tl..nsf(,r to ir n(,ncr)ntiguous l.t _ l 5 units rl,ith
th(, right to nraintain ono unit on tht, trirnsfi,ror l(n subjeJ ao ;h;
rurrdcrl-ving dist.ict rt'gurati.ns.r ii.0 units iItho tr.irnsft,roirot is to be
rlir irrl.ir int.rl irs nt.ighborhrxrd op(!n spilcc or pirrking.

'1. l)r'nsity lirl tlir nsft'r tu a contiguous rot u htrr, t ho contiguous rots wi Il be
n.dt.vclopcd as ir unifitd rvholc _ j].0 unit.s.

5. lk,nsit.v firr.dove lopmt,nt nsir transfi,rt,t, lrrtinconnt.ctionu.ithadensity
trirns[i'r lt.ont irn.v contiguous rtr noncontiguous lot _ sum of{i)total
tunits lx,ing tr.irnsti,rrcd plus riir t.rluivirlt,nt o{ total units, up to aln:trinrunt rrl j] units. lteing tntnsft,rr.r.d.

{i. }lirxinturrrtL'nsit',fdt.r't,l,rp.),.ntpr,tt.tt[(,(l ,rtrilnvpilrcel _ l.0unit
In.r I,(X)O srlu;rr.t. feet ,rf llnd .tr.,,.r ln il stnIl{, l..,,ntiguous parcel.

l n rrcl<lit i,n t. t h. r'r.irr b lt' dens it ies assignt,d t. t'irch ind iv id u al lot. de,nsitv
bonuscs or irrr.t,nlivr.s might be establisht,tl irs firllorvs:

l. I)r,trsitl Iirnus lirr. Sptcificd Infritstructur{, Inrpr.ovem(,nts _ one unit
pr.r 1,250 srpuirre fet,t for pr.oviding proportir)natr shirre ofdtsignated
intpr.or,r,ntt,nts or cash contribution to fiinri t.stablishcd to provide such
ittt plovt,ntt.nts.

2. I)r'nsitv Iirnus firr ('onsol.idation of st,pirrirtc Lots _ .l unit per 1,250
st;uirrc [.t.t ol contiguous lot art,a in cxccss ofZir.(XX) sr;uarc fcet where
thc dcvclopntt,nt pnrvidcs conrmon (,p(,n spil(.(,s lnd parking mectin!
thr. ordinirnco rt,quircments.

il. I)t,nsity lirnuslirrDesign Flxct,llt,nce O2unit por l.250squarefeetof
conti*uous lot irr.eir in exccss ol'25.0(X) srluirrt, fi,t,t firr development
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dcsign judged excellcnt in integtrting nt'rv dt'vt'lopment into existing
d(.vt,lopmcnt prtttern.

The foregoing density allocations and bonuscs att' fixt'd so that if a de-

veloper succeedod in putting together all t"vcntl'-{irur lots ttnd achieving all
availablt'bonust's. he would be entitlcd to ninetl'-six units' the;rssumed
maximum dt'nsity of the block. The densities rriight logicirlll"be sot slightly
higher on the assumption that the maximum bonus situation sould never
be achieved. The basic transfer densities might b(' st't lo"r'er to encourage
the use of tht, lronus density incentives.

This system would also lend itself to density bttnust's to achicve a city's
social lhjectives. The types of density allocations irnd lrttnuses thus far
discussed might be fixed at a level somewhat undt't'tht'maximum carrying
capacity of tiie block so that additional density bttnust's could be awarded
foi inciuding some percentage of low and modt't'atc income units in the
redevclopment project. In effect, the system could providt'a zero land cost
for low and modi'rate income units by providing a dt'nsitv bonus ofone unit
per lot for each low or moderate income un it included in tht'de velopment up
io a specified maximum number of units. If tht' oblectivc u'as housing for
the elderly, the ordinance might evt'n provide density llonuses in excess of
tho calculated maximum carrying capacity in light of the lt'sser impact of
elderly developments on most infrastructurt: components.

SPECIFIC PROBLEMS/SPECIFIC ZONING VARIATIONS

The foregoing provides a crude outline ofhou'ont'uould begin to approach
the treatment ofdensity in residential grey art'as.'['ht' possiblc refinements
and vari:rtions are limitless and rvould herve to bt' rvorkt'd out in light olthe
specific prohlems being faced. The rzrther imptt'cisc units pt'r acre density
control might brl replaced or supplemented by mort'sophisticated controls
which take account of unit type, size and configurtttion. llcgulations per-
taining to bulk, yards, open spaces, light and rrir, parking and other
development factors would have to be addt'd. Scrt't'ning. buflering and
transiiion controls w'ould have to be providcd. (lutstions relating to the
possibility of vzrcetting existing alleys or othel pr.rblic rights-of-u'ay rvould
irave' to be addressed. Urban design elemt'nts should also be considered.
Thought should bt'given to the controls that u'ould bt'itpplicablc to lots that
did nirt get redeveloped. In the underlying district, allorving thc rental ol
one or two rooms rvithout separate kitchen f'uciliti('s as it httnrt' occupation
by an owner-occupant might make the ntaintenrtnce of'a large old home'

economically leasible for an owner-occupant \\'herc rt'dt'velopment s'ould
consist only ofthe conver,sion ofan cxisting structut (' to moro u nits. regula-
tions should be provided to control the possiblc advt'rst' t'ffects of such
redrvelopmcnt. Such regulations might includt contrttl ttver t'xtt'rior alter-
ations, the amount and location of off-stt'et't parking sprtct's, minimum
green area, and unit size and design standards. (lhanges in the subdivision
iegulations might also be appropriate to allrtw tht' dt've lopment of addi-
tional detachod single-family units on the back or sido lots of'tlxisting units.
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A II .l t h.s. s.r't s ,I rt'gu lir t ions becomt' rn,r'e e ['fi'ct ivt' rrn<l ,,v,rklblc .nce a
hirsit'mt'chirnisrrr is i. pluce .'lhis permits tht,ntir.kt,t to crrpitalizt, on the
*trr' land 'itlu.s.l it. urhrrn neighborhrxrd *.ith,ut t,trrllv rriritnd,ning the
r.s rst itrg st l u(.1 Utrs.

DF]NSITY 'I'RANSI'ERS

ll' irll.*ing dt'n"ilv t.irnsfi'rs fr,m b,th c,r'rtigu.,s irnd n.n-crntigu,us
]rts. b.t pr,r'itlilrg, groiltet.transfer lrrr c,ntigr.rorrs l,ts. tht, .r,stt,rn ri,,uld
('ncouliig('ir devt'lopt'r'to irssemble lalgt' contiguous trrrt.ts irrrrl rv,uld tendt, discrrurrrgt' ir..r' indi'iduirl ,rvner fr.nr h,l<ling,trt lirr.irn unrt,,s.nable
plice b.r., olli.r'ing h irn t ht, ca rrot of a h ighcr tritnslt,r. on sa It, to a dt,ve loper in
tho.proct'ss of'asscrnlrling ir largt,truct rrnd tho stick oI knorving that, even
u,ithout his krt, tht'dt'veloper could bu.y up sullicicnt tr.irnsliir rights to
makt.tht'tlt'vt'krpnrt,rrt 1t'asible. Hopcfully. thr,systr,nr lvould woi.k u,ell
t,n.ugh t. r,lintinatt, tht, nct,d ftll considcr.rrti,n ,,1'rrr,rt. rrrrlit,lrl proposals
such rrs thr.usc ol tht't,minent domain porvt.r to rrid rr dt,vt.lop". in,ir""-_
bling a trrrt.t lrrr.gt,t,nough to suppor.t rtdt,vclopntent.
A .t,rluirt,t.t,nt ,f t'rrch dt'nsit.,- translet.rr.,uld ht,thitt tht,clt,ve l.per ntake
appr.pli:rtr,pr.r'isi.n lirr.the luture usr and dt,vt.l.prnt,nt .I tht,tirrnsferor
l,t. r\t lr,tininrur...l c.urse. that *.,uld inv,l't,r,,r,t,ntrnts ir.d pl,nncd_
dt,r't'lopnrt'nttt.ltt.rt,grrlati..spr.hibitingfutur.t,dt,r.t.l,pmt.nt.f tirt,tr.ans_fi'.rr'l.ts,t rr dt'nsitv grt'irte. thirn th,t rt,n,ri.i.g firllrir'ing tht,trirnsler.
Otht'r rtgulirtions u.ould dt,pend upon tht,spet,ific pr,,p,,r,,i. If a transler
u'irs s.ught ,n t ht' lrrs is t hrrt t he t ransler'. r l,t *',u ld lx, rir. in t ir int,d as ,pen
splcc or' publit. pirlking. r.t,gulations pr.oviding lirr.tht,dcvolopment irnd
mirintt.nirrrct',1 srrt,h ust,s *rruld be nec(rssilrv. Il th. t rlrnsfi,r. *."l.,, nrad. on
tht, lrrrs is t hat t ht, lot uould continut,t,r bc us(.d I;,t.ir singlt.,lirnt il.v dive Iling.
pt ov isio n Iir r .r't.r,ssrr ry r.t'prr ir ,r rehirbilitrrt i,n ,l t hr, t,x ist i.g u n it rrs pari
ol tht, dcvr.lopnr('rrt p11)l{riul rvould be appropriirtt,.

CRI'I'ICAI, ISSUES - I)I.]NSITY & DIVI'RSI'I'Y

'l'ht,.trr,ulnront of rk,rrsit.t. is but one of'trrrr o.itir.irl issucs in cit.y ne ighhor-
hrxrrls '['hr,,tlr.r is th. irl].rr,nct'and crntr,l ,f trst,rli't,r.sit.l..-Of the trvo,
divt,r'silr' is lirrr,rl t. lrt. tht, t'irsier issut,. lrt lt,irst in tt.rnrs ,l pllrnning.
Legrrll-r'. it ,rir-r' lrt,tht, rrrrt, difllcult. Ilan'cit' nt.ighlr,rh.,ds rrri,,rlr",rdv
chltt rrct.r'izt.rl .ll'lr tli't.r'sitt ,f'ust,s irnd lrr,st cit' r.t,sith.nt- rlrspl,r-r lt
tolclitm,r, lirr rlivcr.sitI that lirr.r,x(r,r(ls Ihilt li,un(l r;l sul,ut.l)iln nt,ighlior-
h..ds. l'llinri.rrting thirt di',,r'sitr is n.t rr prrrti.ulrrr.l-r.st.rrsilrlt,g,rirl'i',,r.an
urhirn z.nirrg,r'rii,rrrr.t,. \\'hitt is t'sst,nlial is thrrt iht zrtring,r.dinrrncc
lintit lrrrtl c,nt..l tht,di't,r.sitv lrt a lt,r't,l *.ht,r.t,it .rrhrrrt,t,s. r.irther thirn
tlt,stl,.r's.tht.n,sirlt'rrtiltlcrtvir.orrn'rt,nl.Agirrn.iti*:rrrrlrltt.rol'singlingorrtir
li'r' l.ts lirr slx.ciirl tr'(.irtnl.t)t. Ilut. ht,re tht, plirn^i.g pr.,rlrlt,nrs rric lcss
st'r't,r't, lrt,tlrrrst.t,xisti,g l.lnd ust, patt(,l.lts irnd n).rr.kt,t t,.trs irlt,r.trt i,ns tend
to pt,r'rnil citv plrrnnt,r.s to distinguish arrrong lots in tt,r.rns of tht.ir appro-
pt iitlr.ttr'-s Ior lrcr.orrrrrr,rrllrltrrA rirri,rtt. tt.,,s
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SPECIAL TREATMENTS

Take, as an example, the problem of transitional care facilities such as

"h;iil;y itn,.,.o." fo. group" ranging from battered wives to ex-cons Plan-

.,"i;';r;p;;JiJ. i., ud"uon.",.n-?thlng ribout the tYPg.of neighborhood and

in" tuo" of stl ucture that is adaptable'to such a use The zoningordinance

.,i, ii,ii, tr,,: r.e to appropriate neighborhoods and can establish minimum

.ir.i".J. i,i, tn" type of structure ihat may be converttd other standards

roi"ru"it,, the particular type of use "'n ulsn be established' They might
."irto to .l"i-"m yord "r"ii, 

parking rcquirements arrd relation to neces-

.r.u' .r..,oo,'rtinc public and piivate infristructure To be certain' such

;;:";Jiil;;j .['iJ^.a. .""t,i not. either realisticallv or wiselv' be de-

I;i";;';;;i;.' ;;ini nia.'.ig"utlng individual .lots 
within a neighborhood

"rui'irbt" 
flor such use But that de"gree of specilicity is not required Once

il;;;it";n] standards are establ]shed, the ordinance can rely upon the

;;.k";to ;;k" the specific selection so long as.it provides that' once the

-r.i."i -"f 
""i" " 

specihc location within a neighborhood' it may not select

;;th;; location within a specified area around the initial site The combi-

;;;i;; ,,i rnini-r- requiiements and spacing limitations insures that

"i.i, .1t".,'i.",.d for the f:rcility in qut'stion *ill be 
"pproptiate 

and that

the neighhorhood will not hc overwhclmt'd by an undue concentratlon oI

.r"rr]"!iiiii"". With variations in the specific standards and requirements'

essentially the same approach can be applied to-most non-residential and

n ru. i-.o.ia"nt inl uses *hich are socially desirable or nccessary but which.

ill,iio ."qri.i"g a residcnlial location. tend to threaten the resldentlal

environment.

COMMERCIAL ZONES

If the issue is the location of limited commercial facilities to serve a

.o.li""ii,J n*", the pl:rnners can usually pick the most appropriate areas

i;;';;;p;r; ;a'limited commercial zones Frequentlv that will involve

.imolv 'roc,,rn izing and att('mpting to bulsler an ex isting.com mercia I de-

;;i.ip;;';i. \r;;'itr,"t ai',"t.jpment is an old strip which no longer has

either the amenities n. population to support it' it's consolidation into

ai...""i ;",ra"t" might be encouraged by a combination of infrastructure
iIno.nu"nr*nt. and mod ificatio.t", 

'ip"ciul tax status and special- zon-ing

i;;"";;i;;:'t;;;; p"ti nrtn" strip as fr.nsferee lots ftrrresidential develop-

n-,".1 *lir,i" ihe'context of thq Redcvelopment overlay District concept

just discusscd.

Devcloping an ordinance to permit, or even bolster, one commercial area at

tfr" "rpl..i'"f rnother presents in an acute fashion the troublesome legal

i."r" iLl."a by any zoning ordinance that attempts to allow' but control' a

;*"."tt; ;f ft;. Zo"ing ii,. Iimited commercial uses involves the creation

nirln*l*n"t urtificial zoning island. On one side oft he line, com-mercialis

"..-iti"a, on the otht.r side,"it is not. Unfortunately. there is frequently

ilii;';;;i.at,r;"ltr, on" side of the line from the other' apart from. the

J".ig",iti,r" on-the zoning map ln the most aggravated situations' there
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may ev.n bc t'xisting c,mmt,rci,l uses.n b.th sides ,l tht, line. as in thet.sejust n)cnti'|)nL'd wht'rt'planners.tt(,nrpt t, sarvagt,s,.rt,thing out ,f ir
decay r ng.c(, m mt.r'ical st rip lr.y rozoning lirr.gt, portions ol.the strip'firr non_
commercial uses. Ieaving a lirlitr:d number ol'ciom me rcirr I n,,,1". in thu h,,p.that thc Iimitt'd demand f'rrr commerciirl space rvill grirdr:irllv be conct.n_
t rill (,d in tho rrodt's.

ARGUMENTS FROM THF] ZONING I)ARK AGES

such situati,ns .,ise all .f'tht,.rd bugirrxxrs. 'fhe neighb,rs *,h, d.n't *,rrnt
tho d ifferent us(, cr-y "spot zon ing. ' Tht, nc ighb,rr.l; r..li, *t,r, t,conom ic irrlvir rr _

tage in having tht,ir propertirs zoned liri a similar. us(, irr.gue thrrt tho
rt'zr rn ing hrr" t st ir hli.hed t hr. "chi*i rcl (.r' r 'l th. rrrr,rr"jrrstil,, ing rr r.t,zrrnirrgrrrtheir own prrpcrtit,s. Would-bc e(,mpr,titor.s r".,-.r.t ih,,t ilr" iimitc,l ."2,n_ing has created tr monopoly in violition ,rf'the supposid r.ule that zoning
may not be uscd to control competition.
'l'h,se art'all rrrguments fr. ni th_t.dir.k irgt.s 'rr'z')ning tht,,r.r,and pr.trr.tir.e.'lhe-y makt' even er modicurn of sense rlnl-,, rvhen ii,,'),,rring piu."r. i.c,mpletcly unr.rrntrollt,d lry r.ithcr *rti,nitl slirndlrr.ds rrr prt,_rrr.rllrirrt,d

lllll.j!r ln suhul'han zrrning. thcy have lrt,t,n cir.cumvt,ntecl by the pl nnerld('vr.lopment dt.vice rvhit.h r.ccognizes thrrt there is such ri thing as rrrioptimum mix of'uses within irny devclopnrt,nt rrr ncighlrorhrxrd. In urlranzrning, th'same c.ncept must lie recog.iz.d b.r,the r.tipudiati,,n nf ,, ,rh,il,ivariety of legirl and planning tht.orit,s thrrt lxrll dorr.n trr tht, position thrripermission to establish ont of'an,l' kind of use is a conft,ssion that theneigh b-o^rhr x rd , r ught logica lly t, Ir" uu...., n by a halfd,zt,n nr. re olthc sir nr.thing. lf tht'plirnnt'rs d, l h.i. j.h. lh. t'.urti t.irn ho p.r.surrd.d to rrlrir rrd.nlhc decrcpit lt'grrl p.incipl.s th;rt havt, ri,re(,d the 
",a',,,ti,,n 

rrf m,nul,nrrrrs,pure zonrng districts rrut rr['fear that rrny rrIorvancc firr.divt'rsity r',urri
open the flrxrd g:rtes.r

THE TOOL FOR POSITIVT.] CHAN(;I.]

It is hoped that those rvho run cities ntrry bt, t,ncourirgcd to dust olT thczoning ordinirncc and rt'c,nsidcr its pott;ntiar as .n inn,vative t,,r [rrrpositive changc in our cities.'l'he potentirrl is there, but t. r'ealiz.. it rvill
requile fresh-thinking. Thc strrlt, ideas irnd nt,gative controls that char.ac_
terize most ofsuhurban zoning practice arc clcrii.ly insufficicnt to deal rvith
the land use problems ofou r. c ities. But, if'city zoners rv ill pu t their m inds toit, it seems a good be t that tht,y can move q u ic.kly to tho fottfront of land ust,theory. Given the current strrie ofsuburbr,n ,uning p,:,,"fice. it.there art,to
be bright ne'rv idt'.s in this fit,ld. they rvill hruoio.,..,,.g" Iike much,f.
we'stern civilization, out of tht, nced io cope rvith thc divcrsit-l', con{ricts.
and challenges that result ftrrm the mass ing ol people, things. and porvtr inour great cities.
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Condomania or (londophobia?

b1, Ilit han! .l . lltxkbtrtg

It rrirs ,,l.l il ,)ittt(,t.,['tir.t, bt,f'rrrt, the adv,cates ofrent control [.und
Il,,,li,;:].;ll]l:,:. 

rn rh(.r)r.',p{,n(,nrs of stricr controls n., 
"nnuuruu., 

of apart_rn('nl r)ull(lllr*\1,)(r)nrl,,[rnrumorvnership.Thattime has come. A ba r:ragc,rf lr.nt t,rntrr.l prrrpo:.irls hit voters ,ra'"iiy 
"""""i1 ilembers in many

.iurisdieti,rns li,,nr ('irlilirr.nirr to (tonnrcticut.i I" Criifr."i" alone, at leitsti>il crnr nr u n it it's c, nsidt'r'r'd ,r t'nacted rent contrnt-o.Jinu.,""" 
"r 

nce the end.f l 97tl. [.'r't,t;ut,. t l.y thr.sr. nt,w in itiirt ives arre co-Ul""i'",itf., , .rll f,r;;;;;hcontrols on con vo rsio ns.2

I 'trt controllrtlvotirtt,s rrrrrrr.thrrt thc rt,lltivcly low vacancy rates in rentalh')using nrrrkt'it dirlicurt Ior tt'nants to find decent aciimmodations, andmak. it cirsy lirr Irn<ll'rrls to pass,n large increases af ic,r.e .en"*nl ti_".In tht oarly ll)70s. tht, vrreirncy rate in most metropolitan atreas wasItetrvt,t'n l-r irnd 10..,1 . In 1979. f.,i, ..t,.,,fi,tiio.-r."",. iira a vacancv ratrlirb,vt,ir..t rrntl in r,.n.y dt,sirablt, ncighborh-d.r it;uJ;;;i i,, rz"ri f """l'li,nants'gr.oups r.eadily irdnrit that tht, pr.imary reason fur the decline invitcrrnc-y ratt's is tht,declint, in nt,w rt,ntal housrng construction a".inlln.,d.c,dt',f tht' M70s. onrv i)00,000 units rvere rt#t"J i.'igzg compared t,tht' I972 high ,f irrrnrst i,ottrt,oo0. of those s00,000 ne*-units, more than;l(X).000 hird ont, firrm or lnrrtht.r.(,l gr,\.ernment 
=ubrldy.,,

Tl:..n: :ll":. ]', J)r.,)du(.ti(rn p,rscs rr difficulr dilemma lor tt.nanrs. grrrups.
.1,1,:;:_::"ll]:j,l::,rncrt.;rsUrt,H',r.e r.n.mcnt subsidy programs to stimulrite pio_
oLl('[ t,n. t).I li,l l. (lt.;r\\ I h,. r,, rnr.lu si,.rn t hilt r(,ntal housing nt,ods a su hsidytr be built. Littlr ncr' n,n -su l;s id izt.d .*ntal t nuri"g ; being f uilt becauseinconrt,is trxr lorv rrnd r.onstrut.tion and,,peratint;;;;." too high. Thekrgical implicati,n thrrt r.(,nts irrr: g"nu.rily too li*-in rnost metropolitanitrels is unpirlatablc to t(,nirnts,gx)ups.
In th*i. net'd firr sotrrt,one t. brrrme for the sorry statc of non-subsidizedrt,ntirI.housing construction in thc United St^t"., ionunt.;groups have nowtulred their ire on tht, condominium converter. If the governme'nt sub-sidiztd progranrs (.annot producr .n,rugh n.,* ."niui't nr"ring to meet thc

RithardJ.Roddcwigrr,l,irl,,lri.\rnpn!jrtr.tr,ri(.rr.,.rnt.hrL.rrrroanda
r'irlr,.l:rl,.r1'n\Ull: rt,,_nnllrt,1j s rrh shl,r,,r t r ,, H,, r,.c,,rv,.d lr.i e. and'I I) dtgrrts liom th(, tlniv(,rsitv of(,hicagrr and ," tf," o,,tf,,i.,,f C*"r-Buns'l'tuRt h t,/'/tt,,t,,,r,,,t",u t:"",,,,u,xi.n/r,i polrrli s andofarticlesin l'tu (irhan t,uu\tr R tt:shttt tssa|s. nnd ?.,rrr rl,pra i*,t .lr"ri"i.
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need, and the notion that rents must be higher in order to produce' substan-
tially greater numbers of non-subsidized units is philosophically unaccept-
able, iiren the conve'rter can be made the lightning rod ftrr the anger of
tenants' groups frustrated in their st'arch for other t'asy solutions to a
perceived crisis.

RENT CONTROL AND THE CONDO CONNECTION

The logic is simple. The vacancy rate is low. rvhich alkrrvs lirndlords to raise

rents t"o artificially high levels. Rcnt control is therefrrrc nt'eded lnd must
be imposed; but ifit's threatened or imposed,landkrrds rvillconvert units to
condominiums. Therefore, restrictions on crlnversirlns are itlso nccesstlry as

a corollary to rent control. And in order to convince ht'sitant politic'ians that
u ao.rr"aaio., moratorium is necessary, it must be shorvn that substantial
numbers of rental units are being lost thlough conversions'

To convince the public thzrt condominium convt'rsions h:tve creatt'd a rcntal
housing emergency, tenant groups have coined the rvord "condomania "a

But is ihe number ofcon,,ersions nationwide and in any givt'n city enough
to be evidence of"condomania"? Even if tht'number is quite largt'and the
rental housing stock is being depleted, do tht' bt'nefits of condominium
conversions ouiweigh thc'cffect'l And ifthe numbtr nationrvide and in any
given city is less than the critics claim, are there better solutions to the
iocial problems created by condominium conversions than thc costly rem-
edies advocated by many tenants' groups'l

These are the significant questions behind the rhetoric conct'rning t''tnve r-

sions. Unfortunutely, th"y are qut'stions ferv communities havc taken the
time to carefully analyze befort' imposing lt'ngthy (and costly ) mrtrittol'iums
or tough (and costly)"third ge'neration" condominium ordinances rcquir-
ing suih measures as majority t('nant approvul or unit purchase prior to
conversion, and tenants' right of first refusal upon sale of an apartment
building to a convert('r.

THE RENTAL HOUSING INVESTMENT CRISIS: ONE
UNDERLYING CAUSE OF CONDOMINIUM CONVERSIONS

There is an emerging nzrtional ilwar[lness thitt condominiuln 1,)nvg1'5ions

are really a symptom of a rcntal housing investment crisis. 'Ihe profit in
construction zrnd ope'ration of non-subsidized housing is not sufficient to
attract real estate investors or developers Rents have not kept pact'with
the costs of constructing, maintaining and opcrating an apartment build-
ing.r'As Table 1 shows, ihe Consumer Price Index sinct 1967 has increased
much more rapidly than rents. The OPI in July of 1979 wers i-r7? higher
than the rental price index as measured from the same basc date.

The elcments of the CPI that most affect landlords have increased r:vcn

more rapidly than the CPI as a whole. Cost of home ownership has in-
creased by 1637 since 1967. The home ownorsh ip cr.rst component of'the OPI
includes ih" "*p".,r" 

items that affcct landlords in tht' acquisition and

Roddewig: Condonrctnia or Crndophobiol t7



TABLE I
EFFI'T]T OF INFI,A'IIoN oN URI]AN RI.]N'I'AI, HoT]SIN(I

Item

'Julv lt)71)

Pricc Inrlcx
'i lncrt,irsr
Sinc(' | !)67

'; IDcr(,its('
7 7lt tr) ? 7t)

All Items

Rental Income
Residential Rent

Rental Expenses
Homeownership

Financing, Taxes,
Insurance

Maint. & Repairs
Fuel & Other Utilities

Fuels Alone
Other Utilities

2l tt.9

175.9

263.0

30u. ri

257 .9

24:1.5

293.8
l.ir9.4

I I ll.9

7 5.9

163.0

1r.3

i.1

t 5.2

2011.6

157.9

l9:l.ti
59.4

I 9.0
t 0.0

I 1.7

li.2
0.6

S)urcr Dcprrtmcnt r)f ( omnx,r((,und Shl cs & (i,

This.dramatic rise of oper.ating costs in r.ect:nt y(,ars erflects all r.r,ntal
buildings regardless oftheir age. Table 2 shou,s that incrt,asing costs h:rve
created a greatcr strain on the profitlbility of older buildingi. especially
older elt'vator.b_uildings. But even the orvncr.s of the ntrvesi and largcsi
apartmcnt buildings are suffering. Non-mortgage (,xponst,s now consume
more than 5ff1 ol r.ental r.vrtnues gent,rattd hy tht nervest buildings
compared to less than 46.ti in lg7l.
Why haven't rents k..pt pace rvith tht, increasing oper:rting costs? Ont,
important reason is .cnt control ,r its thrcat. Bt'trvet'n l97lr rrnd Apr.ir ,f
1979, more than 250 communities across thc country had imposcd some
form of it.6 Since then, rent control has becn t,stabl ishcd in it n evt,n grt,ater
number of cities and towns.
The.going markct rent for a particulirr type of unit in lny city is usually
established_ by the largest landlords. Ilt cirusc thcy havt, tht, most to lose if.
rent control is enacted, largc Iandl,rds have bcen ciauti,us alxrut pirssing,n
too large an increast' to their tenl nts in a ny givt,n yt,ir r; tht,y havt, incrt,ii"ed
their rent levels much more slowly than thoir iricrt irsing opt,rating costs
require. Smaller Iandlords havt,had t, frll,w the lead,f thc i,rger riiarkt,t
makers or risk scaling tht'ir rt,nts be.yond the mirrket limits.

Rcol Estott Issur's. Sunnttr lgU}18

operation of apartment buildings such as the cost of purchas(,. mortflage
interest, taxes, insurancc, maintenance and repilirs. .lihe cost,,fup".ai.ing
an apartment building has increased mor. than twice as ftrst as the rcnteii
lncome.



TABLE 2

NON-MOR'T(iA(}I.) EXPENSI.]S AS A PER('F]NT oF RENTAI, RI]VENUES

Buildings ('onstructed

Yr.,rr l96il to [)rtr l!,61-1967 l9'16 l9ti0 l93l'1945 l92l-1930

!l levator 55.9
56.8
54.6
52.4
50.7
49.4

17 .9
.19.0
.19.8

49.0

4lt.1

51.7
40.4
49.1

48.2
..) t.J

52.4

50.5
48.5
.18.7

48.3

1976
1975
1974
1973
t!172
l97l

5t .2
5t .2
51.7
49.2
49.0
45. u

itil.6
59.1
5U.5
57 .1
5l-r.6

l-r,1.3

irll. ti
4i .7
,19.6

49.8

62
60
60
58
5ti

5
I-)

4
0
I

1976
1975
1974
l97rl
197 2
l97 t

1976
1975
1974
1973
1972
t 97l
1976
l9?.'r
1974
1973
tlti 2
l97l

4 6.5
44.2
40.3

54.9

59.6
54.1,
60.9
55.4
54.4
58.4

63.0
60.1
57 .4
52.5
58.0
55.7

61.8
61.5
58.I
54.3
55.1
59.0

53.7

[,orv Rise
t2-24
Lln i ts

Lorv Rise
25 Units
and over

46. i)
,15.9

4 3.0

(larden

49.3
52. u
18.4
44.9
45.1
45.1

55.2
,rr4.9

50.6

49.9
r;2.i)

5l .0
50.8
50.0
48.4
1i .i
50.0

62.2
.'rti.5
57 .4
54.3
53. i.]

52.1

Si)urcr.:lnstitut( ol lt.al Esttltc Manas('nn Dt as(ited inARl,t'Itln ',Ioxrnol, Vol' 7 N(' t, Spring 1979'

p 59.

'Ihe poor pe I'li)rmance of r'ontal housing as an investment and the constant
threat of ient control makes the conversion of rental apartment buildings

- ol the sale of a rental building to a condominium converter - very
attractivo to morr: itnd morc ltlndlords each yeerr. Rent control and its threat
is. thereforc. one direct cltuse ofthe condominium conversion phenomenon
in the Unite d States.

CONDOMINIUMS AND THE HOMEOWNERSHIP DREAM

An even mor'o significant cause - itnd one generally ignored by advocates
of'tough controis on condominium conversions - is that unquenchable
Amcrican desile for hom€' ownt'rship. From rI nation of tenants in 1940, we

huve become a nation of homeowners today. As Table 3 indicates, almost
ti5' i of all A mt'ricans in 1975 rvert' homeowners compared to less than 44%

in 1940. One of the most persistcnt Ame t'ican dreams is a brand new
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tlu ild ing
Tt p"

69.8
68.6
65.5
58.9
62.5
60.4

55.0
66.6
64.6
b1.b
63.2
63.9

67.8
66.7
66. I
6l .8
65.8
t b.1

63.9
65.4
59.3
54.9
61.4
5 5.0



single-family home in a quict subur.ban subdivision. Once mt re lv u rt,flec-
tion ofthe conviction that tht, btst placo to r.list,a family rvrrs in I nicc
single-family home in the suburbs, ihc Amt,r.icirn drcanr i,r" lx,"n glu.,l,
new urgency by the high inflation rates of'the lg70s. A nre ricir ns'irarvt,
become convinced that home orvnt,rship is tht,ordinriry person's bt,st de_
fense against thc declining purchasing porver.ol.the dirllrrr.. .l.hev 

also
understand quitt' rvell the income tax bcneljts of orvning r,,th"ri th,rn
renting: the opp<rrtunity tr:r shelter some incomt,by de,duciing n)ortgage
intcrest and real property taxes.
Recent analysis,by the Duprtrtmrnt of Housing and Urban I)e vt,lopntent
rndrcates that a hrrmeowner with a firmily incomt,of $39.000 pt,r yt,irr can
expect a 2O-22( l a.nnual r.etui.n on his homc irs rrn investntent. Stocks.
bonds, savings accounts and evcn six-month ct,rtificates of'dt,posit and
money markt't funds yield a skimp,v rt,turn b1, cornparison.

Total
Occupied

Un its
Owner Occupied

Numtter Percent
1940
1950
1960
1970
1973
t97 4
1975

34,855
42.826
53,O24
63,4,i)0
69.337
70,830
72,523

15.196
23, i)60
:r2.7 97
39.8t]5
44,653
45.784
46,1J67

19.659
19.266
20.227
23,565
24,684
25,046
25,656

.i-rti.0
,l ir.0
38.1
j]7.I
ill-r.6
:t5.4
35.4

liou rco: U.S D0pa
inFton. D.C. Gov(

rlmrnt of Housing ttnd t:rh n I)rvt,lopmt,nt.ll(,t) StJtts!u.al \,.Q 7 /,,r,A. / trTfi r\\.ish_
'rnnrrnt Printing Ofllc.. l9??r. p 26t

For more and more Americans the dream may h:rve a new scenlrio. Like a
thirsty wanderer drawn toward the mirageol a desert lake, the homc-
buying public, esp('cially young. first-time-i\ome buycrs, find thcir dream
home always just beyond thcir reach as new home pr.ices incrt,ast, fastcr
th:rn their incomes. As Table 4 shorvs. modian family incomc incrcased by
39rlr between 1970 and 1975 rvhile costs for fir.st-time buyers ofr.xistin!
homes increased.by 63% and for first-time buyers ofnerv homes, by U2.a7..
The increase in housing costs compared to tire increase in median family
income since 1975 has beenjust as dramatic. T:rhle 5 and Tabk, ti detail thl
increase in new home prices and used home prices between 1976 rrnd 1979
in selected American cities. Note that in two olthose cities tsan !-rancisco
a-nd San Diego ) the median new home price for the thrce-month per.iod June,
through August of 1979 rvns over g100.000. Anrl in San Frirncisco the
median price of a used home wits also more than g100,000.
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TABLE 3

O(]CUPIED HoUSING UNITS BY TI.]NURE
U.S. TOTAL. l97l-r

rUnits in thousands )

Year
Renter Occupied

Number [)r'rcent
43.6
55.0
6l .9
62.9
64.4
64.6
64.6



'l'AIlLl.l 4

I'tltt('liN1'('llAN(lES IN ll( )tJSIN( I ('()S'ls.
I rvi 

:iiur li. nNrl < ; rl N I')ltA L ('( )NSt IM l'l lt Illtl('F)s
1970'l97ir

Housing ('osts F or':

liirst-'['irne 13uyt'rs ol' Existing Ilonrcs
F irst-'firno []ul't'rs of Nt'rv Ilonrt's
Orvners Rt'Pulchitsing
Ou'ne rs Not Nftrving

(i:l.o
t1'2.4

27 .:l
'22.4

:i9.0

:}lt.ti
Mediirn F ittnill lncrtnlt'

( onsuint,r Pricc I ndt'x
S,ur., r',,"1r',''_r,,r,.'l ltrr'l[' I ( 

'l]i" 
ltLr'l(' l

.hrp ,,a r i'J - 'rIl Irr, ,rrr' - rrr'll"'"rl'l' l''lr l,rl lt,L r "
t1,,,',,,," u, ..r',1, 'l h('( hrrn*rns lt{ lrrtiln

TAT}I,I] 5

SF]LE(.TI.]DAM!]RI(.AN(.I'fIt]S:NEWH()NrF]PRI(.1]SANI)Pl]R('EN,fA(;l]
I N('R!]ASI.]S

Houston.'fX
Miami. l-1,
San Francisco. ('A
Ne rv Yrtrk. NY
[-os Angt'lt's. ('A
ChicLrgo. IL
San Dicgo. ('A
Atlanta. GA
Anaheim. ('A'
Denver. CO
Washington. D(i
Philadelphia. PA
Nlinnc,apolis, ill N
Dallas-Ft. Worth. 'f X
Phoenix. AZ
Boston. MA
Salt [,ake CitY. UT
Ft. Lauderdale. ['-1, '' '

Riverside. CAl''
Portland. OR
Baltimore. MD
Cleveland. OH
Detroit. MI

$ ir4.{'i(X)
.19.600
6n.400
6l .900
7{).rl(x)
.19.900

N, A.
ir6.900
7 0.{.toO
;-r I .600
61.600
.'r I .ir00
i-):i.900
5:).1100
N, A.
46. ir0O
N.A.
,19.600
70.u00
N.A.
l-r9,100
ir3.000
49,200

$ 7;].:)00
55.900

IOir.7(X)
96.ti(x)
97.6(X)
?6.(X)0

l(x).600
75.1t(x)
97.{n)o
70.4(X)
gti.300
6n,:i00
ll4,I (x)

80.u(x)
u:i,;)00
110.600
til-r.l (X)

I->5,90t)

97.600
7 6.400
82.900
88.300
7l-r,l-r00

t2.i
1-r4. ir
56.I
:] 7.9

N,A,
:)2.3
3?.9
:16.4
ir6.l]
:l2.6
irti.0
l-r0.2
N,A,
73.3
N, A.
12.7
37.9
N,A,
40.3
66.6

'ln som(' casts, figures are ftrr Standtrrd ("rns'r

nrous larg( r thttn Stlndtrrd lUotropr)lilrn Str(
--lnclurlerl in l,r,s An,I('l('s Standard (lnsolidat|d St tisticll Ari a

'" lncludd in Miami Standrrrd (irnsrrlirtatt'd Statistrc l Aren

Source: Federal lloml t,oan llank I}rard, M"rrtlr/r N''rit- and Shlats & ('rr

lrrlatod Stlltistrtrrl Ar.rrs nhich includc seosraphi(
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sH Lt)( "t'fI) AM l.lRI('AN ( ttl.lES
TABLIJ 6

..I'.flrl) I l( )Mli Pltl('l s ANt) pllH{'l.lNt.A(iE
IN('RI.ln sus

.Iunc-Aug
t976

Junr,-Aug
1979 I ncreasc

Houston.'l'X
Mirrmi. l'1,
Sitn l-rirncisco. ('A
Nt,rv York. NY
[,os Angr,lt,s. ('A
('h icirgo, IL
San I)iego. ('A
Atlanta. (;A
Anaheim. (.{
[)enver. ('o
\\'ashington. D(
Philadelphia. PA
Ilinneapolis. MN
l)allas-l-t. \tlorth.'l'X
Phoen ix. AZ
Boston. IIA
Salt Lakc ('itv. tl'f
F-t. Lauderdalt,, !'1,
Riverside. ('A
Port Iand. OR
Baltimort,. IlD
('levt,land. OH
Detroit. MI

$ 60.,100
49,600
60.4(x)
ir8.llO0
62.600
52.itl)l)
N, A,
ir6.l (X)

ri2.6(x)
.l ri,7 (n )

tiir.7(X)
.1i],600
5().200
i.t.it00
N, A,
50.ti0()
N,A,
.l9.ii(x)
62.600
N.A.
-12..'r(X)
.t:].r.t00
,t I .n(x)

$ 69.9(X)
ii0.6(x)

I0:),(x)0
79.900
92.600
67.500
9l .ri00
6l .500
92.6(X)
74.1J00
94.4(X)
.:r4. I (X)

70,000
7 7.lt0c)
ri 7.700
63,2(X)
76.400
60.6(X)
92. fi00
67,.1{)0
irU.{)(X)
6().700
57.000

,17 .t)
2r.r.6
N, A.

9.6
4t-.9
60.2

24.1
39.4
42.4

1:-t.7

70 ir
:t7 .o

24.4
N,A,
22.2
47 .9
N.A,
:)fi.5
3U.6
i16..,

In somc c:rsrs. figuft,r rrr,, li,r St rJ
rrrras )rrrgrr rh:rn Srrndr.d \t,,rr,,p(

r.rd ( ,,nn,lrdxr,,(l
,lrtirn Slitlr.ric:rl itl:lli"'"' Ar{':" \(h,(h,ncrud. *r,,s.'ph'c

lnclud{,d in I-ls Ang,,i.. 51i,n{ti,rd (,,,n.otrdxr,rl Stirrrslirxt Arcl'
Included rn Iliamr SlrD(lxrd (.,,ns,,ir(Lrrr{t S(lrr.lrrlll r\rel

Sourcc trtitful It,rme I_,,In llank li,,rrd. vt,nthl\ .\,ru \ rDd ShLies & (i,

EFFECTS ON FIRST-TIME HOMEBUYERS

l-irst-ti.mc home buyu.s have lreen particularly hard hit by the rapid in_creas(] in home valuos in t.cct,nt y..ui.s. A l97tl .study by ih. Unit"d Strt".League of Savings AssociatiDns ii,und th,,,r it," ..iii,,,{ ir."hu"" prico flor
I,,.],1::ill Irl:,r.s wirs git7.;()r) c(,mpir.,,, ,,, g+i,i,uoii,,. rt.pt.rrt h,me
l-rl.i.ll_...f 1l .p. 

r.ecntrrge.of fir.st_time_and rcpeat home buycrs purchasingIn virrrorls prl(\. rirnlr(,s is sh,rrvn in 'frrhlt. 7.
The -str.ng buyer dr:mand frrr c,ndominiums is directly rerirted to the
r apid ly incrt asingpr.ices of nt,w and ex isting hom,,_. in., U.it"a Statcs. Ararg(, porcr,nlirgr.'l t.,ndrrminium lruyt,rs irrt.r,ith.r y.ung. fi rst_t im. hrrmcbuyers or older "empt-v nost(.rs.' f ,r,(inl.l fi,. lr.,,if.i qr,,?t".s. Condos are

Rutl l)slate Issut,s, Sumnu,r l9g0



TABLE 7

PERCENTAGE DISTRIBU'TION OF HoMI'] PUR(IHASE PRICI']S.
FIRST-TIME ANI) RI.]PI]A'I' BUYERS

First-Time
Buyers

Repeat
[]uyers

A
Buyers

Less than $30,000
$30,000 to $49,999
$50.000 to $69,999
$70,000 or mort'
Mcdian

t:r.:J.1
40.0
27.t
19.6

$48.500

Buyer demand for condominium homcs is also an outgrowth of thc ct'le-

braited tbut olten exaggerated) "back to the city movement "r' ln somc

attractive inner-city neighborhoods, the only available opportunity ft)r

homeownership is through purchatsc of irn apartment.

attractive to both groups because tht'ir price is usunlly less than the
average price r.rf alternative homes on tht' market. A 1977 study by tht'
National'Association of Home Builders revt'trled that approximate lJ 44iri of
condominium unit purchasers could not have af'forded a single-familv
detached home.8

Homc Purchase
Price

28.1t1
50.4
15.3
6.2

$37.500

18.6?
43.8

14.9
$44.000

!i,urcr U S l,rrsue ,,f Savings Associatir)ns

THE NUMBER OF CONVERSIONS: MYTH AND REALITY

The convorsion market has been strong in t'ecent years because of'this
conjunction ofsupply forces {cost pressul't's on apartment building orvners
to c'onvertl and dlmand lactors (unavailability of altcrnative' inexptnsivr:
lorms olhomc orvnership). How many conversiltns herve therc been nation-
wide? Despite the strong supply and demrtnd factttts encouraging the c'on-

version of iontal units to condominium ou nel'ship. the number may bc less

thern some t: stimates made in the last five 1t'ars.

Thc, only compre'hensive effort to estimate tht' number of condominium
units nirtionwide was undertaken by thr: [)epartment of Housing irnd
Urban Development in 1975.ro The HUI) Clondominium Cooperative Study
claims thero were 1.69 million condominium and cooperative units in thc
United States as of April 1, 1975. 'Ihat was approximately 2 4'/' of itll
occupied housing units in the nation. It was impossible for HUD to dctcr-
mine the precise number but it estimated that there wcre approximately
125,000 condominium units in buildings that had been converted fi'om
rental ownership. Of those units. approximate ly 100,000 u'ere convcrted
botrveen 1970 and 1975.

The Departmcnt of Housing and Urban Development made no attempt to
estimate' the number of condominium units in every metropolitan area lt

Roddewig: Contlomqnia or Conclophohial 2:1



perfi)rmed :tn in-depth mark€t analysis ofonly six Standard Metropolitan
St:rtisticrrl Arcas rBoston. Columbus, l.ort lirucle rda le_Hollyrvood, Lakt,
Tahor', San .Josc and \Vashington. D.(.. ).

HUI) is pr r.s(.ntlv i,n the process of contplt,ting a firllorv-up study of thephen.ntr.n,n. Included in that r.por.t rvrIl bt,a more det,iled estimait. ofthe
numht,r of condominium conversions in a rvidcr sample of metropolitan
al'c.rs ilcr'oss tht'cruntry.'rhe lesults,f thc nerv studv rvill not be uuirilnbl"until mid-1980. h.rvt,vtlr. No otht,r nrti,,n" iJ,, 

"iray'n,,.'tr""., undertakt,n
sincc l97ir.

I,ESS()NS FROM CHICAGO

As . r't'sult ,{'tht, l,ck .f rt,liable inf,rnrtrti,n ,n th. numbt,r of ne* andc,nvcrt.d crnd,rninium units in most communitit's. p.litical discussion,n
tht'net'd Iirr t,ugh.r'st.ictions usuarry dt'gt'ne'irtes into unverifi.br..r-
guments'lenirnts' g.,ups inflate thc t,stinratt,d numbcr,f c,nverted units

24 Rtal Eslatr Issut,s, Sutrtrner lg[JO

NEED FoR ACCURATE DATA

In.tht lirce.of'nrounting cr.iticism front tcnants' gt.oups, er lew states andcitirs hnvt,bt'gun to kcep more accurat(, records riithc number ofnerv andconvt'rtt.d units cr.t,atcd each year. Som(, stilt(,s, such irs Michigan and('irlif,rrnia..req.uirr rve r--\' building convertt,d to condominlr- or"n"i."hip tiiItle ir reprrrt u'ith l dcsignatod statt, agency rvhich must contain infor.ma_tion on the numlter of'units p.opu".d hrr conversion. M:rnv cities havesinrilar rcqu ir.t,rne nts. But loi..l 
-c,nd,rninium 

,rdinrrnccs ;; ; ,;;;;-tphcnomt'non. and irccuratc information on tho number of condominiunts in. pir.ticular cit-v g,cs back no fu.ther than the rrdoption.lthe ordinance bvtht, local city council. l'or example, the Chicago Ij"pr.t-"nt ,ri Cr""r-.;,
Salt's hirs irccurirte inftr.m.tion,n the nuntbci.f c,,nd,,ai.,iu-. areatcd in
tht' ( )ity ol ( lh icago since January 1 , M78, bu t has no drita prior to that date.
Becrrust'tht' t.tal accumulating numbt'r,r'units,r.tht'distinction betwccnunits in nt.w or convt.rted buiidings rvils not considt,rt,d i-po.tr.,i *h"n
stirto I.gislati,n onirhling condominium,rvnt'rship w,s t'n,cted. ferv st.te
agt'ncies^have rntrintained guod rr,cor.ds. In rnrrny .ju r.isdictions. thr bestsourcc .f in{i,.ntirti,n is the Iocal }.r,irl pr.(,pr.t.t-y i,,* ,,.r.,*",,r'. olficr,. An
apaltmr.nt building has a single logal orvnei irnj ir singie real propertv taxnumher. In mirnv.jurisdictions. rvht,n rr builriing i, crinr"rted everv'unit,*'nt,r lx'c.r'rt's rr r.t'al propcrtv t.x pa-v(,r.rr.d hi.s p.rticul,,. unit n,uJ-i,.1
Ir 

\':'n, jr s('pir r irt (. r't.r r I, pIoper.t,v ttrx.in^dex n u rn ber. t)ipccia ll-1, in those lar.grr
J u. sd l( t t(, n s rr ht,r.t. t hc ilsse-ssol-'s inftrrnrat i,n is c,niputcr.izcd. ,ra, n""r ai,t"count of'the number (and location) of units in thi. community may bt,
available l rnr thc irss('ssor's office. Irut bccirust, it mak.s no difiert'nce t.
the irsst,ss.r rvht'tht,r.a unit is ncw o. conv(,r.tod, thert, rnay be nothing intht, rrsst'ssor's infirrmation to distinguish hetrvt,en rr unitirriginally cirn_structt,d irs a condontiniurr and l convt.rtt,tl ilpaltnl(,nt.



COUNTING CHICAGO CONDOS: SURPRISE RESULTS

Our real estate counseling firm undertook counting the condominiums in
the (lity ofOhicago in an effort to settle the debate,t3 and the results ofthe
study iurprised oven the researchers themst'lvc,s. As ol the end of 1977

the ri,rveri'only 30,01-ri-r nerv and converted condominium u nits in the City of
Chicago as reiorded on the plat maps. Thost' 30,000 units were in 916
buildings. and bast'd on the consultants' knowledge of the history of de-

vclopmi'nt in the (lity of Chicago, they were able to conclude that there
rvt'rc at lt'tst 5,1i17 units in huildings originally developed as con-
dominiums. That lelt only 24,918 units in cttnverted buildings. To dete'r-

mine the numbot's frrr 1978. th(' consultants wont to the Cook County
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to justify their clnim that there is a housing emergency. Real estate inter-
ests will olten minimize the number.

In such a dt'batc it is ossontial thtrt someone make an attempt to accurately
count the number of units in the community. In the Qhicago debate con-

colning tht' proposcd ncrv regulations on condominium convcrsions pro-
posed by the Byrne administration in the summer of 1979, tL'nant groups

iloi-"d thrre wet't hetween 711,000 and 100.000 condominium units -
mostly conversions - in the Oity of Chicago. The proponents of tough
re,strictions claimed there had bt't'n as many as 20.000 units converted in
Chicago in 1978 alont'and 4.000 units in Chicago's suburbs, figures drarvn
from tistimates madc by Advance Mortgage (lorp. and Citicorp Real Estate,
Inc. in thoir joint pubiication U.'S. Hotrsing Markt'ts. Advance Mortgagc
Corp. cstimaled tht'r't' were 50,000 convertt'd units in total in the City of
Chicag,r and an additional 15.000 in suburban Chicago as ofthe end of
1978.ii 'l'hc Chicago Real Estlte Board. in arguing against the proposed

nerv restrictions and a 45-day moratorium imposed by the (-'hicago City
Council. estimated that there rvert 48,000 units tnew and converted) in
Chicago as of the cnd ol 1978.

The Corporntion (lounsel for the (lity ofChicago rvas asked by the federal
districtjudge hearing tht'Chicago Re;rl Estatt'Board Iawsuitr2 challenging
the moiatririum to present some t'vidcnce justifying the city's claim that
thc contlominium cirnversion pht'nomenon had created:r rental housing
crisis. 'Ihc city ,,vas ftrrccd to id-it that it had no accurate count of the
number ,,f units. When prcsst'd. however, the Chicago Department of
Planning, (lity and ('ommunity l)t'velopme nt claimed it had a study verify-
ing that iherei rvert 66.000 nerv and converted units in the city, but no such
repolt wils ever pt't.rduced.

Not onr olthe parties involvcd in the public dt'bate in Chicago had taken
thL, time to actually count the number of condrlminium units in the city Yet
thtrt rvas a relative I,v simplc thing to doi one net'dt'd only to go to the set of
plnt maps publisht'il by a privatt'fiI'm under agreement with the Cook

County i?ccorder of l)et'ds Office. The plat maps published in early 1978

Iisted ihe n:rme:rnd address of t'vt'ry condominium building in the City of
Chicago and also showed the unit number for each unit in the building'



Assessot irnd lskcd firr itssistanct'in documenting the numlrt,r ol units
receiving n('w pol'man('nt tax indt'x nunrbe rs in l 7lJ.'lhe irsst,ssor.'s oflict,
cstimated thtrt rvhen its rvolk on thc I t)7ll tax division u,as conrplotr,d. ther.t,
rvould be approx im:rtt'1.1 6.000 additionrrl condontiniunr units in tht.('itv ol'
('hicago..\'[ost of thc units crcate-d in l t)TU i at least ir.(X)0 r \\ (.t.(. eo r] \ r,t.: i(;ns.
'fhe total numl)er of unils in convo.tcd buildings thr.ough tht.t,nd ol. lg7u
rvas thus approximatr.lr ii0.000, and tht'total nurnlrt,rof ncrr.itnd convtrtt,rl
units approximittely ;16.0(X).

'l'hat precist' count of thc number irntl locirtion ol convor.sion units in tht,
('it1, ofChiclgo shorvcd not onl.v thlt tht'cr.itics rrl tht'convt.r.si,,n pl\)ctss
had exaggt,t'ated thc nunrlrt,r'by'200 to :l(Xf, . but cvt.n that tl.rc rt,iri csttrtt,
industry itse lf'had grossl-v ovt,restimirtt,d the nuntl)(,r.in thc citv.'l'hc Citv
(louncil sultcommittee chrrrgt'd with holcling heirr.ings on the prop,,srd nciv
set ofconrkrminium restlictions rvas grrrtt'ful to r.ect'ivt' ir report thirt estab-
lished a firctual basis firr the debate on tht'need lirr tougher rt'strictions.
The report not only counted tht' nuntbt'r of units and dett,rntined their
Iocation, but llso count('d the number of'units converted annuully since
condominiums first becamc legal in lllinois in lg6il:rnd analyzed ch,rnge"
in the location and size of'converted buildings. Approximatel-y 7U:r, of all
thc conversions in the ('ity ofChicago rvt.re occurring injust trvo neighbor-
hoods, ernd those neighborh<xrds happcnt,d to be trvo of'the ivealthit,st in tho
city. That documentation made it difficult for critics to justify their.argu-
ment that condominium convcrsions wt're having a d isproportionrte im-
pact on low- rrnd moderirt('- income lirrrilics, espociirlly elderly houst'holds.
Almost 547 of irll the condominium units in the city rvere locatcd in only 53
large, high-rise buildings krcated within trvo blocks of Chicago's Iakefiont
in a narrou,band stretching from the l,oop north to the cit.y limits.

CONVERSIONS AFFECT FEW NEIGHBORHOODS

The conclusion drawn by the consultants rvas that tho condominium con-
version phenomenon was a much less st'rious problr.m than hrrd generally
been believed. The numbers of units counted rvere relativelv small, thc
phenomenon affected very feu. neighborhoods. and those neighborhoods
affected were some ofthe rvcalthiest in the city. 81'analyzing Bureau ofthe
C,'ensus data on the number of elderly households in thr'.' neighborhoods
expc_riencing heavy conversion, and by analyzing turnover rates in the type
of Chicago apartment building typically converted and the ,r.,.ag., p".-
centage of tt'nants in Chicago who buy their units, the consultantJ at-
tempted to estimate the effr'ct on non-purchasing elderly houscholds. The
study found that on avt,rage between 196i1 and the rnd of 1g27, no morc
than 276 non-purchasing elderly households per year wercr afftcted by
condominium conversion.'lhe study concluded that there were other more
prccise and more effective ways to solve thc problems than thost, that had
been proposr:d by the Byrne administration.
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AC(]URAI'I.] I)ATA AND THI.] RE(;UI,ATOITY PROCI']SS

()tht'r' locaIit it,s ircross t ht'cottntt l havt'notlrt'nt'littt'd{ionltht'sitmt'dt'1lth
ol dist ussiotr rrs had ( 'h it'ugo bt'lirrt't'nactitrg tttugh t t'st t ict iotrs. Man.v cit it's

iln(l evon st.ilt.cs - rvith onl.y it hirndlitl ttl conve rsirttrs hltvt't'nacted long
nrolirtoriit iut<l tturdensotntl regttllttions in the hystt'r'ia gent't ittt'd lly tt'n-
irnts gror.rps clitims thitt tental housing rvottld lrt'elirlin:rtt'd conlplt'tt'11'.
Pclhrrps non(' wAs mort ill considt'rt'd thltn tht' l ('(('nt "('tll('l g('llci lrl('iI-
surt. 't,nitctt'tl lry tht'('onnccticut. (it'neral Assembly Itquiring institllrrtiorr
of ir st.paratt, ht'rtting plr nt frtt'atr.v rontll unit prttprtst'd ltrr cottvt'rsion. 'l'he

stiltut(, \\'irs :r thinll'tlisguist'd t'lIot't to ittrptlse a stirtorvidt' nloratrttittm
duling u se ssiotr of tht' ( ie neral Assomblv t hirt could onll'dt'rrl rvith t'rrt'l'g-v
legislirtion. 'l'ht' reasotr Iirr tht'stirtervide lrirn in (lrnnecticttt rvits tht. pt'r-
ceivt,rl ploblt'trt crt'att'd by the conversion ol an cstintlttcd I 'l-r(X) rrpal'tnrt'nt
units in Hart{irrd in tht'previotts 1ear. Although (}overnor lllla Grirsso
signt'rl thul lt,gislation. she rt'fuscd to sign rtn executive ordt'I'rvhich rvould
havt. imposed it statervidt: monrtorium until May of l980.tt

Tht' I'hiladt.lpl.riii (lity ('ouncil in late St'ptt'mber of l !)79 t'nrtcttd an cigh-
tt.rn month tnotatotium. []t'citttsc that ordinancc also ltnrcnded the
Philadelphirr condominium regulittions to requil'(' ir onc-\'('iIr notit't'of
convt,rsion to ;rll tcnitnts, the cfli'ctive lt'ngth of tht' moratot ium is thirty
months. The Philadelphia mttuttttt ium ',r'its onacted despite t'vidence thirt
thtlt.hadbeenonll'2(X)unitsconvertcdinl97fltrndlt'ssthan2.000unitsin
Li)?1) out ol a total retrtttl housing stock ol tnore thrtn 450.0(X) units.r:'

CoNDOPHoBIA IN CALIF0RNIA

Mrrny Calif'rrrniu conrnrttnities hrtvc bcon vcry innttvittive in rt'stricting ot'

ha lt ing thc convetsittn of l't'ntal itpirrtmt'nts. "('ondophobia" is srt strrtng in
('alifirlnia thrrt communities s('('m to vie rvith onc rtnlrther frrr the honor of
having tht, most restrittive lttcal ttt'dinancc. (lalifrrrnia ordinancos firll into
frrul groupings. First, some ctttnmunitit's rt'quirt that cttnvt'rsions ht're-
vit,rved fur consistcncl-. rvith the community's "cttmprtl hensivo plein" \\'hich
miry includt' ir housing component lt.(luiring protcction of lorv- irnd
modt,r'ate-income housing. Sccond, somt' communities in (lalilornia re-
<1uirc convt rsions to apply for a special ust' permit under thr: zoning ordi-
nancc and are a llorr cd as a spec iit l usc on l.v ifthere is no sign i ficirnt cffect on
the community's ge'nelrl rvelfirt'r'. Third. some communitics through their
subdivision ordinances, building codes itnd zoning ordirtrrnces te,;uirt'
buildings convot'ted to crtndominiums to comply rvith code provisions ltrr
ne$'constl'uction. l'ourth. a number of ('alifornia conlmunitios are lrt'gin-
ning to prohrbit convel'sions rvht'n tht' rt'ntal vacuncy ratc is bclorv a
spocified p(,r'centage, or to limit convt'rsions to some perccntage of ncrv
rt'ntll construction activity.
Malin Count,v's regulation combines conrpliancc ivith tht'county's com-
prehcnsivc plan and a vitcancy ratt'linkagc. The county plitn commission
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must r(,viow illl irpplications, and mity deny approval if it detcrmines that
thc clli'ct rvould be detrimental to thc supp'I5, of rcntal housing in the
cru nty. 'fht' M ir t.in ( '.un t.y Plan n ing l)irectri has discrt,tio n t. di"u'pp.nu,, ,
c.nv.r'si,n * ht,n.ver tht, vac:rncy rlrte lalls bt.lorv 5? . lf there i" evidence
thirt non-pulchirsing tt.nrrnts in a truilding bcing convcrtcd cannot find
.,mprrrirble h,using at ir c,mpzrrirbl. rent. the county may rttluire that a"rt,irs.nrrble p(,r'c(,ntag(.".f'units t,r be c,nvt.r.tcd bc rrseived f,rr 

"ales 
or

re ntlrl t, pcrs,ns rrf l,rr'-'r.moderatt,-incomt,.'fhe perct,nt.ge is b.sed upon
thc sirrilrr' p('r'(',ntirH(.s r.r,r1uir.r:d ,f'devt'lopcrs of n"* ,entol ,r lor ialo
h' )usiltA in Mlrrin ('r'unty.

[,a ]lt.sit in Sa n I)icgo ( 'or.r nt.v rcq u it.t,s that condom in ium convrrsions meet
culrt.nt zoning strrndzrrds irnd also currcnt building standards. The City of
[,a Mt,sir has irlso s(]t ir rnirximum limit on the annual number uf conier_
sions thrrt it rvill pt,rmit.'fhe numlrt,r in any year is Iimited to 5Ulr of the
averilg(, numlrt,r of ncrr. rt.ntal units constructcd annually in the previous
t\\ o -!'(,iu's.

ln Anirht.im, (lrrlifirrnia. tht'numltt.r has been limitcd by the requirement
thirt.convertcd buildings comply rvith nt,w construction parking space
rcquirr,mcnts. Although nrost ol thc desirable buildings loi convcision in
Anaht,im rvcrc constr.uctt.d under zoning or building cirdes requiring only
l.l-r girritgc spirc('s por apartme'nt unit, conversions are not allowc,d inles,s
thert.rrre t$'o gilt':lgc spac('s per apilrtment unit in the building.
S.mc ('.lifrrrniir cities, such as Sircrrrment., believing that c,nversions
may lx, dcsirirblt' in somc neighborhoods but not otheis, are considering
rudoption of mort. complicirted ordinances. A proposed ne,w ordinance frii
Sac'r'rrmcnto mir,v prohihit conve'rsions in only ihoie areas of the city tespe_
c'ia I ll dorvntorv n Sacra me nto ) u'here rental vacancy drops below a specified
[igure rrnd the' impact uf convcrsions on low- and -bd".,it"-i.rcu-e housing
stock rr,ill bc high.

All of this innovative - if not enlightcned - local regulation in California
is occu lring w it hout accu rate local knorvlcdge of the n u mber ofcon versions
rtnd the c:ruses. In (laliftrrnia, cvery conversion projcct must be rcgistered
rvith t ht. ('alifrrrn ia Depa rtment ol Rea I Fjstate. and a nerv or con verted unit
cann,t be off.rcd fo. siilt'until it has revit'rved the disclosure inlormation
providt'd by the dt,veloper and issut.d a public rcport that must bc availablc
to each unit purchaser. Securing thc review and consent ol the California
Depirrtmcnt of Rerrl Flstatt. is usually the last step prior to marketing and
sa lt'.

Because localordinanccs adopted in Oalifornia are usually more restrictive
and proltlt,mlticaI than the Clalifrrrnia Departmt,nt of R"al E.tat" require_
mcnts. irn application ftrr the public report r.equired by the tlalifbrnia
Departnrent of'Rt'al Estate is submitted only alter .""rring local govern_
ment leview and approval of a conversion project. Table 8 compaies the
n-umbcr of convt'rsions approved b,y the (talifornia Departmeni of Real
Estatt'and by sck'ctcd Calrfrrrnia local governments in lfi78. In ench case a
much grt'ater number of units rvere given local approval than state ap-
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orr)val in 1978,. tn somc ( rtses rprtrt icularly L"s Angeles Sirn l)it'grr and

fr,,inri it,','t , t ht' discreprtncy is rt'markablt'' Ilecrtu''e dev''l"p('l's pl'')ceed

t,r,,iliui" f,r.,.f upproral bi'fort:ttate approval, some ofthe discr('pitncy may

-.'anihat , n lt"'given local approval in t gZ8 *llt become units applying for
st:rte approval in 1979.

TABLE 8

APPI,ICATIoNS I.'oR CONVERSIoNS IN SI']I,!]('TT]I) CALIF'()RNIA ('ITIES

'Jurisdiction

U nits Approvcd
by Department of Units rvith
Real Estate' {1978) Local Approvaltl9TSt

Total
Rt,ntal Units

Culver City
Los Angelt's
Oakland
San Diego
San Francisco
Santa Monica
Walnut Creek

778
488
229

1 .669
829
446
150

I.ir08
3.fi t9

66ir
6,500
| ,1t27
I ,6ti1-r
1.150

6.489
1.1ir9.642

rl0.l9u
127.000
220.000

36.000
6.150

SrrurceO,ad,,s.(i,,y.rs.oad(i,xrIrsr,,rrs:\(;uult'tt Rr'ata1(irtt.rsr"ns
( rrlifi,rnia. omtc ,,f I)l:,nnrns and Rrs( r'rch. llr79. p t

It b" il ( )l[t, ,|.lt. Staft of

Condophobia is so strong in Oaliftrrnia that many ownet's of apartment
t"ifJi"g" filc frrr local approval without iiny concretc plans ftrr immediatc
.n.,u".aio.,. orvners and deuel,,p.r. fcar that loc l regulation rvill trccome

more restrictive in the futurt' sir they applv for irpprrrval norv rather than
risk future morertoriums or rvrn more serious restrictions. That is often a
se'lf-fulfilling prophecy in ('aliftrrnia becaust' krcal olficials' receiving a

larger numbei of appiication" frrr approval of conversion plat maps' are

thJn pushed by locil^tenrint gr,,up" io adopt evt'n more restrictivc limita-
tions.

DEBUNKING CONDOMANIA AND CURING CONDOPHOBIA:
THE NEED FOR ACCURATE DATA AND MARKET
UNDERSTANDING

'l'he legal justification ftrr tough restrictions on ctrnversions usually boils

d,rwn t"o two kt'y arguments. First, there is a re ntal housing tmt'r'gency in a

particular city as evidenced by a very lorv tlcss than 5(Z)vacitncy rate

b""ond. 
"unu.i..ittns 

mzrk. a signific:rnt contributi,n to this rcnt.l housing
i'-".j.,".y hy rt'moving aprirtments from thc marrkt't' Although the
methidokigv and tht'quality ofthe data that dt'termines the vacancy rate
used by tenant groups to argue the existcncc of a housing em('rgency can

often bL effcctiviily aita"k"d. th" more significirnt point to remomber is that
rent control rrnd irther krcal police porver regulittions to alleviate a per-

ceived housing t,me,rgenc.r- irrc only justifiable if their purpose is to ir lleviate
a hardship t,n' lorv- itnd 

'modt'rate-income l'ent('rs. Ver,,- x'strictivc local
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r.gulation or' .utl ight moratoIiunrs nra.\, [)(' unr.casonable ilnd tht,rt,for.eillegal if eitht'r.f'the foll,rving is t.ue: first. trr.r.t,is no r.ent.r h.using('mtl gency: st'cond. condom in iu rr co n versions d., not contribu tt, t. lr n cx istling rental h'using cme.g(,n('.v frrr rorv- .nd m,d.r.atc-inc,,rn" firrniiies;
th ird ' even if t.h. rc is s.mc linr itod cfli,ct of c,nvt'rsirns ,n thc ,u pp lv ,,f'l.ii.-
rrnd m,derirtt,- inc,nte housing. tht,b.nefits nrir's.,utr'cigh th.,'nirrrginal
t,fl't'cts as to nlrkt' ovr,rlv rt,st r.ict it,o rt,gulation unreasonublt,.
r\ p.ecise cou.t .f tht,numltcr.,l p.st ,nd pr.t,st,nt c,nversi,ns in lr par.ticu_lrt'ma.ket is irbs.lutely c.iticiri t, thc trstabrishmt,nt ofthc r".,,rd andthild legal :l t'l{r.l m(,nts.
( ',nd,m in iu nr c. rr v.r'si.ns d, .,t c,n t.ibute t, lr rt'n trrl hous ing t.nrt,r.geacy
t if rne e'x ists ): t h. irctu.l n unr ht.r' ,f u n its mtr-v lrt. su bstantiall-v ir"" th,i. lhicit-v,flicials ht'lit'r'r'd r'ht'n tht.'r rrdrrptcd u ri,st.icti't'r."gulirii,,n. llven ila
prr rticula. cit' h rrd . fi r.m k n,,rr lr.tlg,, ,,l the n u nr b..r. ,,f un its in it. .iu risd ic_ti.n. tht'ir l.cirti,. ln,1'bt'in nt.ighb,r'hoods and buildings in rvirich fervl^r'- and mrdt,*rtt'- incrimt,,,r elrl.rllv t.nant" lii,t.rl;Lt ,it i,,ii t,"",,, p,:".1*"ly
thc pattern in (lhicirgo rvher. t.ht, liirge m.1,rit.y,l c,nve.sions,ccurrt,d intht' rvealthicst c(,nsus tracts of tht, ciity. " '

( ).t' rf thc m.st t'fli'ctive a.gumt,.ts irg.inst ,ve rl-l rt'stricti't, r.cgulirtion isto pr'ove th,t tht, ht'nefits ..tr't,igh thc effi,tlts. if .nr.. ,. I,rr._ irnd
nrrder,te- inc. r.t' ,r'eldorll' t('nants- The statisticrrl t,vidcnct, thrrt thtl in-
trt,rrsod instanct.o{'abandonmcnt rrnd tax delinqu(.ncy on apar.tment build_
ings rcsults flom a rt'ntal housing investmt,ni irnd incomc crisis can be
crr llcd upon t. sh,rv th.t con v.rsi.ns may bt, tht. .n l.y way out ftrr c.nccr.ned
lirndlolds rvhost'income has hct,n t,r,rded by tht.inilationar.v tl.fi.cts from
(,\pr.nses incrr.irsirrg mrrro r.trpirll.r th n int,,rrrrr,.
'fh. soa.ing crrsts rrl single-[rnrir-l'h.mcs b,th nt'r'irnd useri in thc L.rnitod5tirt.s irnd in ir pil.ti('ul.l nra,kct t'an be ust'd rrs d*rmatic.vidt,nt,e that it
is demand frrr homt.orvnership..par.ticularly atnong first_time honrt. buyt,r.s.
thirt. is the rt'rrl stirnulus to tht,c''d.miniunt c,,nvr,r"ion ph"n,,nr.:nun.
l'.st.ring tht'rrbilit.v.lAmt,r'ic;rrrs t,,rvn tht,ir,rvn h.me is as ir)lpor.tirnt,
pu blic purposc ls pt.otecting t ht. ir hi l it-y of tt,na n ts to l ll.rrr.d rt,nt rr I ho using.
(',ndaminiunrs .,tr'h,r'e. r'.r'it.t.t,,f ,the. cfft,cts in a par.t icu Irr r. (1)rn nlu-
nitr'.,('onvcrsirrsrlil,\'pr'onrpt disl,tirtcd tenllnts to st,t,k rcnt:rr h.usi,g inirn,ther ncighlxrrhrxrd. thercb' intpr.,ving tht,chirrirctor and rluirlitr. ,firn.thc. part,f thc city. Iher. irrrrt'ir. imp,rr.trrnt I)t.(,pr,t.ty tax lx,nt.f.its'to a.itv fi.m th('(r'.\'r'r'si')n pr',rct'ss dut' to ihc ctilli.rcncc i.rt'trvt't'. rrsst,ssod
vrrlurrti.n ,,l ir Iruilding irs iln irp,r'tnrent buir<ling .nd t.he crr,lrint'd as-s.ssed'aluat i,rr .f t ht' i ndi'idurr l u n its in that bu i lili ng altor. c.n't,rsi,n. r,i

'l'ht,need ftrr it.cur.irtt,inlrlrntirti.n h.s lrt,en ntird. t.r,r,rr mrlrt,urgt,nt ltt.the
itllrrrrlu(tirrn 111 {'urrgrr.s:. ol llgislrrli,rn lhilt pt.(,1,r):.r.s ir lhrt,r,_rtlrr n;rtion_
* idt' m.rat,riunr ,n c,ndrminitrrrr c,r.vt,rsi,ns, t,rr,irti,n ,l ir pr,.srd.ntilrl('.nrr,issi.n'n I'r',blt'ms Rt,llrting t, (rond.r,i,iul, c,nvt'rsi,ns,:rnd apl,hibition .n ii'<lt'rrrl c.mmunit.v bl,ck gr.unts t, c.nrmunitit's thirt d, n,t
t,itht,r restrict c,rrvt,rsi.ns .r.dt,r't,],p s.nt. pllrn to guat.,nt(.(, ,,ir<ltrlr.rrte
ttntrrl housing" to displact,d los- rrnd ntode rittt,- incrint(, tenirnts.
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CONCLUSTON

The reason for thc recent surgc in l(,ctrl lrnd national lt'gislative e'fforts ttr

severcll' l'('strict conversions is thut thc Amt'ricrtn public and its elected

officiali havc becomc convinct'd that condominiums are a mania, a crilze, a

Iird artificiirlly cloated by landkrrd avarice and rvt'althv developers Public
opinir,n ,,vill t.'"hung"i ,rnly if the fircts about condominiums, rental
hl,using investnrt'nt. ,ind the demirnd frrr home ownership are more effec-

tivoly prest'nted by thc real t'statt' industry. The statistics on the lack of
inr."t-""t in renial housing in thc 1970s. the' cffect of inflation on the
landlrld's irbility to obtirin ri lirir return fnrm his investment, the aban-

donmt,nt and titi d"linqr.r"n"-r- that plngut's the renterl housing market in so

many maJor cities, and the leal numbt'r and location of condominium
.,,.i'i..rinn units. as rvell as the fluctuations in the supply and demand for
condominium units due to m:rl'ket firctttrs. must be marshalled to convince

th" An,".i.un public that t:rles ol "condornania" are nothing morc than
evidence o{"'condophobia."

REFI]RE NCES

I 11,'r^tngtnlIrhtnLr't,1,Dn t Rryt'rr1'r. August 6. l1l?g,andNovem&rl2 l9?9 L\\'ashington'

D.( :Thc liurt'rru ofNation,rl Affltirs, 1979).

z i' s tl,'r',rg.rrorA.rs. l'.bru,try l 1980 'l)etrott Adlance Ml'rtsas' CorF)ration l9?9r' p' :i

3 TA".U,,rrt:,'t; ",,t Rtal Flstrtt, Etttrtrtr,'s t,p{)rr' Vol 12116'.O'totxrl5 l979lBoston Warren'

C,)rhrim& L.tm0ntr. P l.
r t',,. ,lr.rm pl.. .* .( .nd.rnanra rn ( hic.go. tj,rb,'s N.v.mlxr l:], lgTtl Pp' 5{ 6oillusinr'ss W"A'

Frhruarr ltl. l1)80. P. 1)o.

; S". g,,.,,'r,,ltr. U i.h:ie l A Sttgnrtn. '!l ult if.rrni l-"- l)istress: A t'rrse for Nationn l Actittn"'J"urnal of
-l^,:,,,"" n.'.t l::ta!t a d I r6rra Iionorrrrs Aswrro/r'' Vol ?r1rrSprins 1979) pp 7?-94'

6 "Rent ('r)nlrol 'l'he (i(nd Int( ntton lhat Just Ditr sn l Wr)rk" n Real t:stott"fodol April 1979 p'

3t)
i. t' S. Lrr(uc,,1 Sa!rn*s Ass('ciarrons. It'nt'untrshtp Atfi'rLlnt rhe *ngk I'ontr/r Hon*

r( hirag,r ll)78r. p.14
|, :'-u,,,,rlnt .r.",.',,ti,,n oi H,,nrchuildcrs. I'rt'fil. "l ttu ( "ndnntnirn B )!r rW shinston D (':

l9;8 r.

rr S",.il.l*.uffv, l'u.kmrtn(€nt(rfortlrbanAmtirs."YoungPrt'ftssion.lsand('itvN{ighborhoods"
in nL t r.r. r,'f..,,'". r'(,1 ll,2 r. \\'inl, r l978 r ( h ic.so r\merrcan *)cretY ('f R{'n I Estak' Couns€lors r'

p 7.1

[' i O.p,.tn'",'t ,t ltrru:in|,l .rnd Ltrhan l)evtl(]pment. (i'rdo' iniuntt('t\Pl'roti!'Sturlv l975'
i,l rr*"'11,,ng,,g. C,,rporat i,,n cha ngtd its tst rml'tes fi'r ( h icago ba*'d urx'n a studr- bv Sh laes &
(i) in llrTl) S{,. I1 S l/,,rrs',x,VrrAlls, op. cit.. p. {i.
'l' 1'ht'trs,' Rttl Eskl]l BMrd ltu t ('t,! nl ('huoltr' 79 (' 1284 rl979r'
('nl,ntnttn ( i,nL'rsr,,rrr tn { hr ag,': I'rr, rs an,/ /ssr, '. Shlrlts & ( o , 1979

i,'r'i"t:,,,A Ltrhon DtLtttP,,,'nt lir2,rra't Doct'rnber 10, 1979 rWrlshington' [)(] rBureau of
N rldnal .\ff.rirri. p. ri02.
t S llrrrrsrzg.lr,/rA,'rs, op. rtt. p l()
5,, g.,rt,..,,rf!f. lti(hrrd J. In,dd;wis and !lichael S Young, 'Real F:stat('Tax Impact r)f {1)n-

a,,*ini,o Ci,n*'..iuns A ( hir:agri Pt'rspctivt. in lnl' APprorsdl J"urnol' Yot Xl'vlll rlr'
,.Lrnuury l1)80 L( hicdg,t: Anrcrican lnstilut( ofRcal Flstate Appraisorsr, p Il8

1t)

ll

l:
l:i
I1

Rodde*'ig: ('ond.uo nia rtr ('ondttpfuthkt/ 3l



How
Rent

to Prevent and Defeat
Control

Rent control recentl-v has becomt, ir topic of'urgt,nt conc(,t.n irnd rr ith grxrd
reas,n. vacancy lcvels have de, t,.sed nati.na llv but buildcrs ir r.e hc.itirnt
tobuildif rentcont.ulsscomIikt.ll in the nt.ir.trrint.r'rnccli:rtrfutur.t,.!l't,n
at current levels, rt,nts h,vt, rnt nt arly kept pace with inf'lirtirn. While th.(lonsumer Price Index has increased i07,'; 

"in"" 196i. tht, r.ent contpon(,nt
has increased only 7 1,,4 . Many apirrtm.nt c'mplt,xes d, n.t brt.rrk .vt,n r nrr
negat ive cash florv ) unt il altcr tht' fi rst trv, rt'nt ra ist,s rvh ich usua lly occur
ut yorrrl-y intr.rva ls.

The prosp.ct facing much of the nati,n is a sh,r.t.gt, ,f rt,nt,l units clut, t,
lack of building and t.t'moval of rental units fi.om tht, rnarkt,t through
demolition and conversion t, c.nduminiums. I)rosp.ctivt, Iirndkrr.cls rrre
neglecting to build bccause olth.ir ft,rrr of rt,nt crntirl. :rnd currcnt l.ntl-
lord-_s are getting out of the husincss by converting to condontiniunr-s firr
similar re.sons. The fear of rent contrrir is afrecting .rcirs r'ht.rt, c.ntr.rs
have heen only discusscd, but not enacted
Rent control in some form has alrt,ady afflicted many communities in tht,
United. State_s in recent year.s.r Among them etrc Boston, Canrhridge and
Brookline, Massachusettsl Miami Beaih, Florida; Washington. D.ti.l Ir,s
Angelcs,- Berke'ley, Davis and Santa Monica, Clalilornia: Montgontt,ry(lounty, Maryland; and numerous small towns in New Je'rse-y.2 ,,Nrjverthti_
less the threat may not be as great as many have hypothesiied ras far brrck
as 19694).

'Ihis. is not to say that rent control is not a disastt.r to evt,r..yon(, involvcd in
the long run, but that rent contrrrl errn uftcn ltt,dtft,attd n.. h"tt,,,iu,it,
circumvented if appr.p.iate ,ctions art, taken. H,rvever, rt,nt c,ntr.l d.t s
scem .ttractivt' to t('nants in the short term bccaus. fe*,understitnd tht,
intermediate lnd long tt,rm t,ffects.

by "la ntas R . Wtbh

.rames R. Webb is Assistllnt Pri,fossor,,f l'inllnc(, l1 Kenr Strte I rnivrr
stt.'". Ktnt. Ohio. and rras previouslv a Yr:itins lcctur,,r rn It{,ill Esrlrr rn
the Frnanct l)epitrtment ot the L:nr!ersirv,)f lllrn(,is Lt trrb.n{.( hamplign
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(]()N I)I'I'I()NS I,I.]A DING'T() III.]N'I' (]ONTROL

'l'$ o kt'r' litctot s itlt n('( ('ssal']' itt I't'trt cr ttrt rrll sil uat ir lns - t ht' pl't'st't'lct' ttl it

llrlgt, 1lt,r'u'trt irgt' ol t t'n tt'ts in tt'littiotl to tht'lotltl Population of tht'illt'it
,,uil l,in,ll,,r',lt r!ho ust'tht'ir p,,rr,'t l() l)ri('' li')LIg('in a nrirtkct \\'ith ir lr)\!
Vircirn(\' r'ltt('. Ho\\'('vcl' tht'st' litt'tors iltt' ttot sttllit it'I1t to citus(' tht' t'tlrlct-
tttt,nt ol r'('rlt ( on t l'ol.

A lrrlgt. rt,ntt't population ht'lps t ilrt v tht'r'ote ilt tht polls irnd or ht'lps put
suflitjit,ntp.,'"",,,:,',,nt'lcctt'dir{licials."('ollt'gt'to\rns"(i.c.,townsrrht'tt'rt
lirlgt' pclci'ntirgt' of the populrtct'is cotnpost'd o{'student rent('rs} ilnd citi('s
,viih rirrrnl- t'l6t'r'ly r.ntors rtn fixt'd inc,ntt' rt'tirt'ment pensi'rns lt*' prittt.
,.r,r,,,p1".. Ilt'r'keit'-"-. ('llifrrlnirt rtnd Miittli Ilt'ach. t'lot'ida. firr t'xrtmplt'.
hlvt'iroth hirtl lt'ni contx)ls t'nrtctt'd.: In Wirstrington, D ('.. rvht'rt'7'l'l ol'

thc rcsidtnts itt'(' rt'ntel's. rt'nt control rvits t'nilcted in 1974.'t

Itt,nt gouging is itlstt ttn invitirtion to I'('Ilt c()ntrol Somc propt'rtv ort'nt'rs
blatirntlrj ttst' lorv vltcitncl- lt'r't'ls its iIn ('\(tls(' ftrr t'xcess ptofit Stot it'srrl
lents tLrttbling itnd cven tlrpling in on(' nlonth are occasionallv ht'rrrd ln
Itir.v | 1)71) itn rlpal'tnlent t1'ctxrn in Sitn l'ritnciscrt raised rents in his I ' I 00

uniis lrr' ,," ,',,r.,,ih as 62'i and Il trt l.v rt'iected rt plt'a b1' tht' mavor to I'oll t ht'tn
llltc k. i

Rapid price incrcases may be rl arranted by the economics of the situation
l,ui ar.l f.i,ught with danger t'vt'n wht'n l'('nt gouging is not prcsent F)ach

nronth pcoplt'livc in theiiselccted urban spilco (dpartment) Thcy pay rt'nt
irnd rt ci,ivt,c,,rtain services. Then upon a certain date (expiration 0fa lt'ase,

t'tc. ) thcy at e told they must pay nrore ltrr the sitmc space and sllmc services'

Itent increascs signihcantly smallcr than in{'lation generally can bt'jus-
tificd, but those approaching or exct't'ding the general inflation ratr: ciluse
(.xtr(,mc financial realignment ftrr most firmilies.

Fol tht,tniljoritv ol the populittion. incomt'has not been incteasing rts

Irrpidlf irs inf lation.'lhe price of evcr'1-t h ing is incl easing but the cause s ftrr
in.r,',ir.', in fixrd. utilitiei and cloth ing tither cannot be e'asily idcntilied or
s(,(,m t(x) lttrgt to deal ri'ith t'ffcctivelv. Rent' rvhich is :r major portion of
t.r'cr'1' budgt'i. and. therefore, the landkrld. rvho is rcadily identifilrble.
h".,,rn. t,,,"y targets for retribution. A ch:tnce to influencc rt'nts' evcn ifthe
lt,sult is ""ifd"f"nting 

in the long run. is an cxtremely attrilctive opportu-
nity lot' rt'ntt'rs.

RA'IIONALE FOR RENT CONTROI,

'Iht' rt,asoning supporting rent contl'ol movtmtnts ge'nerally consists of'ttnc
ol trvo lt'latt d ar!{uments.

I r Rr,ntal units have been in short supply and landk-rrds have bt:cn charg-
ing over tht'fair markct I'entals that usuallv prevail trent gougingt
'l'hr:refbro rent contt'ol is nceded to x'strict pt'ices to fait'markot ]evcls

2 r llent incteases have becn significant rrnd ste'irdy teven though perhaps
in lint'rvith inflation). Tht poor:rnd t'specially the elderly poor rvho art'
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o. fix('(l inc,rr.rt's cannot pa-v the t.ntinulrllv higher prices. 'rhererirrr
rt,nt control ntust be enactt,d to pr.ot(,ct th(, poor: and or those on fixt,d
incorttt,s.

Flithcr ,'r'irv tht, rt,sult is rent c,ntr'1. llc,n,mic theory ivould dictatt, that
idt,;rll-v rt,nts be laiscd to acquire economic pr,rfit rprofit over and above a''flrir" ratt' .f rt'turn) r'hen the numlrcr ,f units available declines bcl,rv
normlrl vlrtirnc-y levels rsee Appendixr. Horvever. this set of cir.cumstances
ollt'n st'ts tht'stitge frtr a rent control move mt,nt.
Ilt'ntt'r's tirtrght in thrst, circu mstir rrct's rl. n,t cirr. about the econ'mics,f'
tht,si.trrirl.ion. All they sec is tht.ir rt,nts rising itt rates higher than infla_
t i,.. 'l'ht. lirct thrrt th,.e arc pr..plc in tht, r.itrk.tpl,ce that will pay tht, new
hil-rrr r'r'rts rs rr. c,ns,lutirrn t, pc.plc wh0 irrc lirrced to leavc their apirrt-tr.. t s. 'l'ht' pir,ird,x is t hat the h igh .t,n ts * il I lrrst ,n Iy until m,re un it.s irrc
supplit,d. 'l'hen priccs rvill adjust dorvnu,lrd rin real ierms) and the people
prt,viousl-v frrrcod to move can move b:rck again {see Appendix t.

Ilut pcoplt.on lixt'cl incomes ar.(,hurt b-v rrn-V t.isc in rt,nts rcgardless of.thc,
purpos{,.'l'hc1- simplv must dlr rr ith,rut-srrnrt,thing rfrcquentiy f,rod r itathe-v
r'ish t, c.,s,r.c the s:rme h,using. 'l'hc irlte r.native'is to'change thrirtt,sitlt,ntt'to lr lt.ss costly apartmcnt.

coNSFl(luFlNCES OF RENT CON.I'ROI,

Itt'nt t.ntr,l irdv,c.tes espous(,numt,r.ous benrfits that are t. come withtht't'lir,inirti,n,l rt'nt increascs,r'hy irll,wing increases only undcr stt
c,nditi.ns. 'l'hr. rn.st common art, tht, pr.t,vt.nti,n ,f rent gruging ,,nd th,,irllt'r'iirti,n.l rising rents frrr tht,p.,r. In th. sh,rt run b,ttr,,f[he"e,rrr
ircconr p l.i.sh.e d. If t.t,nt gouging is occur.ing. controlling l.ents ilt a specific
It,vt,l r'i ll r,l i r. in.te it. Second l_v. rt,nts ,f pr,r pr,ple ,"i'il not rise. Hui*.e't,.,
thert irlr.otht,r It,ss irnmediate. but st,rious i,fft,cts
Iit'rrt. rr rll n('t ,,s(' rir. pc.ple thrrt ilr(. ,flr)1 p(x)r either. what constitutes
trr,rng prx,r".'ll rr.nt lcvcl is ust,d. tht,n rvhcre is the line drarvn? Is $250 a
month t.onsidr.rt'd prxtr and $2ir5 ir nronth middlt, classJ In New york rrnts
rvt,rr,<lt,contlollt'd upon vacating.B'l'hc nt,,,v tenant had to pay the markt,t
r(,nt. Ilut sincc poor peoplc had lcss stirhle cmployment and-moved m,rre
ofL'n. thoy rvt,rt,usually paying markct rcnts. StaLIe middle class tenantsin Nr.w York rvt'rt' reaping the bt.ncljts instt,ird ol those for rvhom tht,bt'.t'lits rv.r. int.nded. This is irn inte rmt,diate term effect that is n,t
immt,ditrtt,l.y oltvious in a rent control scheme.
Tht,cr.st,tqut'nct's rf r.ent control centct.ar,und fivt, p.ssible situati'ns. hut(,v(,rv t(,nt control plan has its orvn pcculiarities.
'fhe nrrst irrrnrediatel.v'isibl. c,nst.q uenc. ,f'rent control is "longer lint's,"
thirt is. pt,oplt ntr.rst ipend ntorc tinre st,arching for a space. location. etc.
that thr,-v find rrgreeablo. r'fhis assumes that the market rcnts rvould be
hight,r thirn the c.ntrolled rents. If the c.ntr,lled re,nts *,ere the same usmirrkt't rtnts. tht, market t,ould opt,rate irs if no controls were present. )
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Because rents are controlled thc incentive to use space efficiently is di-
minished. !'or txample. even if ptrrple necd lt'ss spact'. they u'ill not move

because it may rifrents are decontrolled upon vacancY rcost more to do so'

Secondly, bribes may be paid. "Kcy money" in New Yot'k-rvas a well known
part ofapartment searches.l' Bribes can be in the form ofgoods, serviccs or

cash. If willing to break the law. the landlord can get closer to:t market rent
and a market I'irte of return by engaging in bribery'

Controlled rents also allow landlords to discriminate without penalty ln
the absence of rent controls, if a family with thrcc children rvanted to rent
and could pay the requested rental' a Iandlord would have to Llver the plice
io qu ickly'at-tract anotht'r tenant oI' leave the unit vacant longer to find the
"de.sired'; tenant. In a rent control situation, there may be two, three, frrur

or more prospective tt'nants Because the landlord can charge only the

controlled rent, he or she can norv "discriminate" by selecting the tonant
they personally desire' instead of the one rvilling to pay the highest price'

Bribery and pe nalty-free discrimination are e vident in the immediate term
following the enaitment of rent controls but become increasingly pro-

nurn."d a. the controlled rents diverge morc from market rents'

Another consequence of rent control that becomes evident in the inter-
mediate term rind grows more serious in the long term is merintenance'

Landlords simply neglect building maintenance in an attempt to attain a-

fair rate of r"irin loi tn.'i. inveitment. Non-maintenance is removal of
capital from the property Since cash flows cannot be increased by raising
.".rt", tt 

" 
principal is re'duced instead. Thr: idea is to reduce the capital to

the point that the diminished cash flo*'permitted b1'the controlled rents
reprc,sents zr firir rate of return. '[he rcsult is rapid deterioration of most

rental properties affected by ront control. ln New York Llitv over ll0'000
.,.rit" p". y"r. u." be'ing abandoned rather than being maintained and

taXed. ll). ll l2

The administrittion of a rent control larv is costly also l)ventually all
taxpayers, perhaps single family homeowners more than others, share in
the'ctist of a new burt'aucracy as the assessed valuation of rental units
decrcases due to rent controls. The single lamily homeorvner rvhose prop-

erty is incrt'asing in value must pay a highcr percentage ofthe total tax bill
to maintain the same service basc as bt'frrt'e.

The last and the most serious result ofrent control is that new multi-firrnily
units are never built to expand the supply. 'Ihis expansion of the supply is

generally what was needed in the beginning and thc resulting shortage of
units is what encouraged the rent gouging. Otherwise the markct situation
would havc financialiy "punisht'd" the bchavior of those rvho engagr:d in
rent gouging by leaving them with unfilled apartments

As buildings deteriorate morc rapidly when rents are controlled and trre
torn down, new buildings to replace them are never built and in the long
run the shortage becomes even worse. ln Neiv York City in 1969. the
average real esiate hroker could find units for only one out ofevery 100

applicants.r:r
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REMEDIES TO REN'T CONTROL

Prt vt,ntion. lt is bctt t'r. tr r pr.ev(,n t ir r.ent con tx) l mo't,rnent t h lrn t, ha ve to
deli'irt it rrt tht'p,'lls,rr i. c,urt.'l'he.e aro sr,vt'ral strrrtagenrs,,r'hich cirn he
used

1) I'lstablish rr l,c.l "lrrndlord rrss.ciation" to act irs a crcaring hruse firr
infirrmertion. t'tc. This can bc done indepcndcntl.y or prt,f.t,rritrll- rvith al,cirl Rcalt,r ,rgarniztrti,n. A c.mhined gr,up yit,icr" more p.ritical cr,ut
as rvell as more rapid dissemintrtion of information.

2) In crnjunctirn rvith the l:rndl.rd ass,ciirtion rancl its rent c.ntrol sub-
c,rnmittec if rnc exists)set up an inlormal rcnt appt'.ls bo.r.d. Alth.ugh
thc board hirs no lt'gll author.ity, it allows tonirnts to "lt,t off steam"
through :r nondestructivc channr,l. The rfh,ct ofthc rt,nt appt,irls board is
brrsed onll on moral suasion;rnd peer pl.(,ssurr,. Horvevei. bt,cause an
ilngr-v tenant believes s.meont'hirs listt'ned and is irn..rc of'tht.proble m.
tension tlvhich encourilges rcnt control) is alleviated.

3t At 
'egular 

inter.v.ls (,t.tcoul.ill-lc l.c.l nt,r'spaper.s. r,.gazincs and otht,r
mt,di. to publish,rticlcs thirt crplain tht, iirmagt, caused bl, c,ntrolled
priccs in gt ncral and b.y rent control in particulai. It'n"*" p.,,,pt" 

".nn,,tbt, pt'rsu:rded to write the articlcs, p.,,h,,p" a committee mt,mber with
rvriting skill ,r.a loc:rl univt,r.sit.v pr,fe*sir- c:rn ht, hired.'l.ht, infornrr_ti.n can be p.t'sented in the rrrrm,if a nt,rt" rererrs.,r a fe.tur.t,articre.'lht' defleat ,r remuv,I 'f rent c,ntr,ls , nyrv here in the un it(,d statos is ir
grxrd introduction, i.t.., "Rent controls wt,re deli,atod in Ar,v*h,i.,i,
United Statcs last month. Inflation is a st,rious problem. but thc petipki
of An-vrvhcre r.ecognizt'd that tht damages of contr.olled p.i... r.".u"n
nrore disastrous...." This is positive propagandir or public rt,lations
which may become crucial if a rt,nt cunir,ri muu"m,,nt Lt,gins to gain ir
frxrthold.'a

4t Mirnagers,{ la'ge-p.rlects sh.urd pe'i,riic,lr-v take att itud(, surve-y s ,f
tht'i.r.tenants._ The t;ut,stionntrire, which should be .irrple 

-'anJ

strtrightlor.rvrrrd. is mailed t. thr,tt.nants u,ho ir.t,retlut,stcd t,,,.,r,,p1,,t.,
irnd retu.n tht,[orms in.rder.trr hclp m;rintirin t.l[r,etive n].nilljenl(,.t.'l'' av.id all,rvi.g tht' tt'nant t, identiry tht, survev r'ith rcnt pa-yments.
havt' the q u.stionnir i't's rcturnt'd to a dirrt rt'nt aidre"s and i t ,, arrr,,.-
t'nt date thirn thosc irssociattd rvith thc rt,nt.

5r As cxponst,:. r'ist. kr.r,p lr,nirnts infor.nrt,d irb,,ul irrt,rt,lrsirrg r.\pr,ns(.:.
th'rrugh nrt'rrr.s,r,tht'r n,tict,s. [)o not wirit untir it is tinre i. raisc tht,
rt'nt. Iftenants irrc awarr ofsignficant changcs in tht, landlord's budgt,t
a.s they occur, ir signficlrnt incr.t,irse in the rtjnt dot.s not 

",,,r,. 
,,. ,r.h ,,

shock as citn give ris('to rent control nrovements.
6) An innovltion thitt hls not yt,t been applied to residentiirl proper.ty istht graduated paym('nt least. 'l'ht. way'ii rvorks is, Iirr instirncc, insti,ird.f .trising rc.t $50 p.r month lirr a t*.e lvt,-month pt.ri,d. r.irise it $10

t'rrch month lir. the first six m,nths. Tht, r'emainirig six n*rnths r.l'rr
o.r'-vcilr l..st,t rv,uld bt, at ir higher ritte r$5 rn,re thirn thc lrrst

Ilur I h)stotr' 1s,\zrs. St/rrrlcr 19.84,)
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gladuat('d pa) ment I rrsulting in tht' sitnle t)\'erall in(roase By offering
i".r,,ntl.i " 

citt,icc br:ttv.e,, tht: tu o. they cun select l plit n that suits their
budget.

In genenrl. u'henever possiblt'eliminate or t'cduce the shock ofsudden rent

inc-ica..,. lrt'frrrc a rent crntr.l movemcnt can reach the p,litical stagc.r:'

Political :rction. If pt t't'ntptivt' me asul t's were not attempted or did not

:r;;.',,d. 161' politicai arenir is the next stagt' This is an opportunity to

;;i;;i;.';t crintrol if it is handled properlv Rent control advocates olten

u".i",,ruti,,n,,l lppe*ls. A cartfully i",,i"n.'d rational appcal' instead ofan
.'.",i1,,.,,ii1' .+r,,! i"J ,,n". u'ill be 

-mole 
ht'lpful in convinuing peoplc of the

worthinesi of anii-r'tnt crtntrol arguments A campaign to defeat rent

",-t.i,l 
,,u." it has rtitcht'd the political areni) follo\\'s sevoral steps

1t Get organized and trc prepared t't spt'nd.money.to light lf.a landlord- 
""*u"i,iliun 

has not ht'titl folmed' no\\' is the crucill time to do so Next'

-un"y n',u.t be raist'd for hiring peopleitnd/or lot'doing public relations
i".'*,;iX against the proposal ai hirndrd tNcwspaptr articles are an

exct,llont medium fur 
-ttrii 

type of canlpai6'n r An anti-rent control fight
i.r s".[.'t"y. California "nti 

i$tg0,0oo. In 1977, the L-'alifornia Housing

6;;;;ii,,i'i". Angcles based landlord group, spent $400'000 to fight
..."f .,,nt.ni.. Detriiit public relations flim Simons-Michelson' for a fee'

helpod defeat rent control in Ann Arbor and East Lansing' Michigan'

2) Focus rtn the content of'thc initiative (proposal) and on the spt'cific

solutiotrs being reconrmt'nded. I)o not get caught up in people's gcneral

cc.nrtnri( .und'iti,,rl. ,r in the "big bad landlord vs' poor Iittle tenant"
situtttion. Keep pt'rsonalities oui of the campaign :rnd nevt'r attack
pi',ip,tn.nt" of 

'thtl ,n.'a.ure on pers"nirl grounds .Don't defend rent

!u"i"." or :rny othcr tlut'stionrthie ht'hitvior by lirndlords Discuss spe-

iifi.: pr,,bl"n.,. r{ th('v are brought up and point out why the current
pt,,p,,srrI is not lht' srtlutirrn

ll t Point out the many problems inhr:re nt in the proprtsed rent control and' 
'ldiui,l" and conquert' by directing your appeal to-special interest groups

*,h,, "",t 
be affec'tt'd by the"e issues. t'or example ' that discrimination

",.n 
,,..r. more oasily under thc disguise ol"waiting lists" is important

ii, -i"u.ity g.o.rp., hr. single lamily homeowners' the real estate tax
burdcn rvill--increase tas a perct'ntage of the total) as the value of

,*fti-unit housing decrt'usoa d," t" rent control as it is proposedl or for

i"nt".. .rhu rvish iir sublet. it may become necessary t'r receive permis'

;;.;;li;,., ,, government board. Itls also important' especially-in college

ln*n", tu 
"*plui., 

h,,t" rcnt contr.l can cause deterioriation ofproperty'
Inc lude ,, lisi oft'xpt'nst's that havt' increased rcct'ntly and point out that
ii i"rrt".rr rvant ttt livt' in ',vell maintained housing, it must be paid for'

4) Lastl) trt'to get irn automatic expiration date \\'rittcn into the proposed- 
i.'gi"l,rti,,n. Ii I'ent control advoiatt's admit rent control is not a long

tt'rlnr so lut ion, then itn ilutomatic erpiration olthe current initiative is a

iugil,,t in.tu.,,,.t.'l'his puts the burtli'n to get the lcgislation extendt'd on

the rcnt control ltdvot'trtt's again sonrt'time in the future'
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Reaction to voting results. If'tho rt,nt contr.ol proposirl rvas deleatt.ri.
rrove to cot'rect or alleviatt,thost.abusos thrrt or.iginall.,y, int,itt,tl peoplt,to
action. Alsrr set up the machincr.y to assur(,thrrt iny itbust,s in the futurc
iIrl' defused bcftrrt' reaching thc p,litica I stagt,. I l'this is n,t cLrrrt', rr rept,at ,['
tht,campaign.just complcted ntirv becomt, n(,c(.ssar..\, again in ir fi l.'vt,irrs.
I[.the r.nt errntr,l p'rrp,sirl *lrs passed. th.r't,irre still s,r,t.irltt,rnati'cs.'l ht'bcst .emt'd'rrt this p.int is irn appral suit. ('.nt.ols sr.rt.tinres cun lrt,
,ttacked ,s bt,ing c,nfiscator-y *.ithout dut,pr.rct,ss if thc lrrr' is carelessly
drirwn, if it is t(x) st.ict or if rt'n t boards a rtj tr, sl,rv in rrr.t i rrg. r ; (',nt r.rr ls
that are c,nstiluti.nerl undt,r f't'deral 1,,,v t.rrn still b. uncrnstituti,nirl
tundcr state lau. irs in M.adison. Wisconsin rrnd in philadt.lphia. pennsr.l-
v.nia.r8 Courts struck do*.n the llt,rkele1,. ('irlifirrnia rent c,.tr,l nr"u.ur,,
that rvas ptrssed itt the polls in 1972. ('rrntrrrls in .\liirnri. l.krrida irnd
w.sh.ington. l).('. irre being frrught btrsed,n u.s. sup.emt,(',urt decisi,ns
that date back to prrst-Wot.ld War I rcquiring thc eiistcnce of rr '.housing
cmergency" zrnd ir "reasonable rirtt' of'retu rn," neitherof'rvhich itre dofinr.ri

OBSERVATIONS AND CONCI,USIONS

Ite nt control .set,ms to bc regardcd universally rrs hirrmful in thc long r-un to
the goals of most r.ent control advocatt,s. Neverthelt,ss. ront control
movements continue to form periodically. Mirn.v of them st,r,nr to be ovcr_
shadorved by un t'motional appeal basedirn a fi,ir,"u,ar stor.it,s.'trrncerning
rt,nt gouging or set,mingly unjust t,victions dut, to nonpavnrent of rcnt.rli
H,rvever, consistc,t high rt,nt ririscs at the inflirti.n rate,i largt,r.*'ill als,
outpace most tcnilnts' incomc irnd will quickly result in ir l.(,nt control
initiative.-This oltcn happc.ns wht,n therc is a shortage o['housing units
available lor rt'nt.
Thereforc, by n.t huilding rt'ntitl units, buildt,rs rnrry contrihutr,t., short-
age of units ernd mav indircctlv set the stagt. li,r thc next x,nt control
movement. Thert, art' rvays thirt bu ilding cirn ho continued antl risks can be
minimized in relirtion to rent control. The fjrst is by construct ing buildings
with,fewer_ units. Single lamily. twinplt,xes, triplexes and ii,ur_family
structures have ht'en exempt under many r(,nt control laws..fhis allouis
rcnts lor thest' types of units to stay in Iine rvith the f r.rr market
mrchanisms. St'condly, large projects should bt,built t.ith east, ol'converti_
bility to condominiums should the need (l.ent crntrol)arisc; th.t is. build
frrr a market in which condominium conversion u,ould have :r high pr.obabil_
ity of success il'neccssary.
Both ofthese altt'rnatives exclude lorv income groups, rvho art,olten tht,
excuse lor having rt,nt controls. but are generllly thL group most harmtd
by them In somc cirses the possihility ofrent conlrol enactntent is damag_
ing to low incomt groups becirusc builders stop building rtht,n the,v fear
enactment in the future. Pt'oplt,on fixed incomt,s, cspeii;rllv th,,eidt,r.lv
poor, are harmt'd liy rent incrt,irses:rlso. This is a sbcial and t,conomic
probL'm that socms best dealt with through an incomt or rt,nt subsidy from

3U Rtrtl llstate lssrrs. Srzlrnrlr 19li(.)



the govt't'nntt'nt ol'thl'ough gov('l'l) lll('nt int t'ntive s to lt'ndct's itntl tlt invt's-

tors Iirr lorv ittrtl nlodt'tiltt' inctttrrt' housing 2" 2r

llvcn rvht,n t.(.nt contl.0l ltr.oposals lrnrl lar!s lrllorv firr lt "rt,irsrrttltblt' ttttt'ol
i.,,ti,.n...tht,r.t,sult i. ,ri,,.r.ri.d. (i..t.rall1 th(,t.(,tul.n irll,*rrl is ti-8'i ..
,o",."".'avalu.'lrllt'r'o1lt'rltting('xlx'nsesbtrtlrt'fillt'<lt'lrtst'rvicttl22!'r'l'his
,,,r.,,,,i,ii ,rft r-.turn hirxll' induccs investors ,rt lt,nrlt'rs into rt tt'rrl estrttt'

\',;;rir;:; ,.ith rnilli,,n. ,,1'd.lla.s .l sunk trrpit.l ittr,.1'ed 'l'h. t'educc<l

.,1t,,,i,, .r,ll irls, tlu ick l', rtrluct, t6t, r'irlue,l r,x isti ng I)t opt't ty stll)i('ct to r('Irt

cottt ro 1.21

Srvt,dcn irnrl l.)nglan<l lrrt, lxrth nroving torvitt'tl nlat kt,t controI tt{ rt'nts llflt't'-- '*- '--tl', 
ilri,i rtlnt conttol.2" !" liirpt'lulll the tttiriot'it1' o{ the United

irat,,. o ill n,,i h,r'e t,,,..4urr: tht' u,rnitigatt.d disastcr.{ Ne*' Y,r'k L'ity.r
it.,'ti,ilr,.,, .l Srvcdc. rrnd F)nglir.d t. lt,:.n tht. c.nsetlttt'ttct's ttf t't'nt

cont I ol.
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i.,..,,,,,',:r", i,r-., rr.iructi.n in rhe vrcan.r- rrr. t)r,tos 5,i n:,kcs plrc(,. rh{ n thr plrc. sh,ruld ri* r,.I'r

i.;,,,, i;,. ,i sh,,rr r(,,11 incr.,,r* rn 1ni1. *,,rrlrt (,(cur.irs rh,.(ru.rnril! , \p,ndrd fr,,nr (1, r,, (I l'h.
,,,,,,,,,,,,,"-rri,.,f',1',,*,,uklllkrrrrt:rslnrn(nti!tlirrhrrrldtrsto.rprrndhousinIrnthtL)ng-runt(r
r.;, .ii r.;:ih,,i'r,,,,'r,.,,1rrr,'rurlrhrium$rlhthtqullrlit\'\prtndtalh\(Ir ()r ulrits

lll)Be\er.thep(llnlllt\\hi(ht\!)n.,lll'cprlnilsl{'glnislhe".nr.p(,intl($hl(hI(,nt(l)nlt'.)1hcCllfi('s{'lts\'
i,,i,,., riy i,. ,,ii i,,,i ,r'" ia"ar."t ,,,.a *i-. ,,r'rrd,lnrics.'fhis rs t sp.ciallr I.rre sincc r.rrnv (il thf t'l]i (rs.l'

li'nt ((,ntrl)1 ll (,'. Dl,n mttlnll'lttln(l'lrnd lllk l,I.n('s ullits tl'ing buill lx,cllme l,vidcnt rlnlv in lhe

rnl{,rn)r'diitt(, l(, l,,ng lrrnr
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[Jsury Ceilings-
Denial of Home

There has been considerable dcbatc' on the issut' of state-imposed usury
ceilings in recent years. 'Ihis issue, arfft'cting so many peoplt', abounds rvith
contradictions, paradoxes and inconsistent logic - all of which hindt'r
rather than help the consumer. Usury laws are not new but due to an
unrelenting high levcl of inflation we are more keenly arvart'of them. Thc
intent ofsuch laws is tluitejustified. Ncvertheltss. their advt'rsc influencc
has been startling in rocent inflationary periods.

It may be helpful to rcview the mearning ofusury and its historical evolu-
tion prior to grappling with the nature and efft'cts of statt'-inrposed usut'v
statutes.

USURY IN ANCIENT TIMES

Usur;v is defined as interest charged in excess ofthat rate permitted by law.
Although regulated by law, usury is influenced by ancient philosophical
and religious attitudes. As early as 1800 B.('.. Hammurabi. ir king of tht'
first dynasty ol ancient Babylonia, gave his ptople the t'arliest knorvn
formal code of lerws. All loans had to be accompanied bv rvrittcn contracts
witnesscd before oflicials. Ifa higher than legal interest rate 

"vas 
collccted

by subterfuge, the principal of the debt wzrs cancelled. From around 4i-r0

B.C., the famous Rom:rn Twelve Tables, a codification of larv. iilso dr:alt
rvith usury.Interest on loans rvas limited to no nrore than 8r:r'i per annum.
Higher than legal interest was penitlized by {irurfrrld dtrmagcs.

Bovkin: Mrrrlgnga Usurv ('eiIings .11

by Janrcs H. Boyhin

Jsmes H, Boykin, )'lAl, SRI'A. rs the Alfttl l. Illake Pr,,fss,,r,,f Rlal
Estatc rn tho R(,al Estatr and Lirban Land I)r'v|L,pment I'r,{rtrnr I't
Virginir ('ommon\r'eallh t nivcrsrty. Dr. Ilrrkin has s{rved $rth thr
l'ederal Housins Administn,ti,,n, Urban Land Institutc and ( nstrscd rn
privatc roalostut.couns('ling lnadditiont('th( publicati(rn(,fnu'irt lbus
articlrs. ht has authorrd t'tnan< rng Rtul l:tktt.. tlortgq:! ltut ttn.lt'i
urtttnt ul lnlustrutl P,,t tnl ,,f th. ('rnt,al ( tt\



Al.ng r'ith the.ear.lv dt,r'r'l,pment,f rnrnc_v and t.rcdit. thcr.t,rrls, grer'
irbuses irnd prt'judiccs. M,st of tht' t'rrrrit'si It'gal c'dcs sought .ithlr t,
prcvent th('rrbuse of'o.t.dit or to plohibit its ust..'l.he Israclites did not
pe.mit lt,nding at int('t.r'st. As lzrtt' as.1ir0 B.C.. tht. Iranians c..sid.red it
dish,n,r'ablc t. take intt'r't'st on ir l.an. The Birhvlrnians and Romans
p(,i'mitted credit. but linritt'd tht r.irt. rrl rnter.(,st. ,Iirt,Grccks t,.c.uraged
c.t'dit * ith,ut a linrit .n th(, l'ate .f intt,r'est but firrhrrde per.srnirl b,,nd,ige
firr debt.

It r'as rt.t until th.'t,lt.vt.nth centur.y, r'hen F)ur.,pt,an bu1..ing rrnd trade
rt,r'ivr:d. thirt the Rorn:rn ('atholic ('hurch's doctr.irit,on usur.\.\\as exam_
incd in dctrril b-r'sch,lrrrs:rnd tht, pr,hibiti,ns r't,rt.spellcd.ut l^.church
rruthoritit's. flsu.v * as thcn decla.ed t, bc a lo.nr .l r,bber.-r,. ,, .in ,,g,,init
t.ht. Sevt.nth ('ommundntt.nt. Popt, F)ugcne III dt,crt,cd that-.'rnortgagcs. in
which.the lt,ndcr. e n-joyr.<l thc fr.uits ol' rr pledgt, without carr.ying thcm
t.*'a.ds tht, p'incip;rl. \\'r.r(,usur.or.ls. Ilcstitutionrvirsrequiredirsiniheft.r

I]ARLI I] R E FFORTS OI.- GOVII RNM I] NT AI D TO HOM E O WNERS

'l'he H.rnc.',vnt,rs'L.an (',rp,r.tion lHOl,C)in lgilil signalc,d tht,cre.tion
,f it nationirl sec,nd.r..v- ,tor.tgage mtrrkt.t. A ve:rr lrrtt,r. the F.tdt,r.irl Hous-
ing Adrlinistration r!'tlAr. rvhiih hi,lpt.d 1,,.x1,,111;.n :r national rtortgitge
n*rrket. car.r, int, bt'ing. I}rth of thr,.se g,vernnrt,ntirlly_creatt,d agcncie"
lrt,cirme , prrv.rful {irrct. in t,ncourirging home ,,run,,."hip frrr A.rrliicans.
I)ue in lalgc prrrt to tht.t'flirr.ts of thest,age ncies. home orvne rship t.limbed
fi'om .11l.fi'l in 1920 to 64.6.i bv l!)Tl-r.?

Llsur.y litu's today art,rrlrout ls divt,r.st, ltnd uncrxrrdinated irs st,t,

CURREN'I'USURY I,AWS

possib lt,
m ingl.v

I)cr haps nrrrt, s, than in t h. prrst. stirtt, It,gislzrt,rs lrt.t.t,spt ciall.v ..nct,rned
u'ith p.,t.t,ting individuirl consLlntcr.s fi'.m ex,rbitirnt int(,I.(,st rirtes. ln
striving t, rrccrmplish this,b.iectivt,, Ixrth indi'iduirl and c,r.p.r.irte con-
sunrers fn.t;ut,ntl-v are hurt ltt'unr.t,irlisticall-v lou.intt,rcst r.irit.ct,ilings.
Il,plt,nr.ntirti,. ,f su.h st.t(, usurv ct,ilings crt,trtt,s firr nt,trt. pr,lblt,ms
thrrn it so lvt,s.
(iovt'r'nntontirl t.flirlts thrrl cncourirgt,tl home orvnt,r.ship a half'ct,nturt ago
hrr"r' hct'n substrrntiall-y undc.minc.d bv legisl,tt<l stirtt. usury cr.ilings. in.l, lic. pt'ri,ds ,f m,dt'r.lrtt, inflati,n tr,d intcrest r:rtt,s, ther.t, *.as a rcla_
tivol-r'unli'tt.r.d f1o* rf r.r'tgirge fitnds li,rn sl,* gr.r'th. crrpit.l surplus
rt,gions to lirpidll. expirnding. capitirl deficit irr.t,as. Imposiiion ol.state
c.nt..llt'd int('r'('st ritt('s hrs sr.t up rr.trlici.l ha'rir.r's. in'hibiting the flret,llru'of ntortgagt'funcls thirt rvas intt,ndt,d by tht, t.r.t,rrtion of HOi,(', I,.HA,
rrnd latcr rnrrinstays of'tht st,condirr.v rr){)r.lgag(, nlrr.ket. FNMA rrnd thc
!'r,dt,r'al Honrt, Loun Nlor.tgirge (lorpot.ltion -rFHl,!l{'r.

Ilul Estrt h /sstrr,s,.Srrrrrnrr,r 198(J
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},IAX I }t[I }T STATI.] STATU'ToRY I N'T!)REST RATES
I.-oR I'IRST MoR'T(;AGE t,oANS

Strrl(

Alabama

!laximunr
Ilasic Rirtt
8'i add-on
frrr home
mortgag(,

loan s

Variablt'

('r)mmr.nts

Alaska

Interest cqualization bill passed by the
legislature rvas struck do$n in the courts.
Exemption for l'HAiVA loans.

5 p(,rc('ntage points over the discount rate
chargod by t-ht' l2th F.R. district. No limit
loans over $ I 00,000. F)xemption for l"HA/VA
loans.

Exemptions frrr FHA VA loans.

Busint,ss and ilgricultural loans tlver
$25,(X)0: 5'2 ovt'r Fed 90 day commercial
papcr rate.

Lr)ans b-"- regulated lenders including
lict,nsed real estirte brokers. Ext'mption for
FHA VA loans.

('irlifirrnia No limit

lrt
la1

llven this pat'tial listing of stlte usury standards clt'arly depicts the in-
congruity irf state usurv littvs. An t've n mor(' ilcute situation is caused
by stlingent usury laws that cxist in fast-grorving states. Most of these
rri'e 'Sun Belt" statcs which have high levels of inmigration from other
parts of th(, country. With so much of this population growth prompted
Lf inmigrrrtion, tht' demand for housing is moI'e acute than from in-
ci'r'ases in existing titnd alrt'itdv housod) resident households.rl

OTHER PRICE FIXING SITUATIONS

Tht're is an inhet'ont rvcakn('ss in govt'rnmental elfolts to intt'rvene in
tht, normal distribution of grtods lrnd servicr:s via private enterprisc.
\\'ell-inti'ndcd but short-sightcd t'ffrrrts to substitute the rvill of gov-
el'nmcnt in place o[ the collective.iudgment of producers and consum-
ers often hrive had harsh consequcnces for the intended "protected"
groups as ut'll as frrr other individurtls. One cttuse lor this suffering is
ih. tendrnc-v for such legislative action to trt'at only one dimension of a
cornplex economic issue.'fhese prolirundly extravagetnt governmental
t'fforlts have been properly labeled by Senator Thomas F. Eagleton as
"pirnacea politics. the quick Iix or instant solution."{ Such efftrrts may

Iirykin: Mrrrlgrrgt' {/sirlr, (i'i1ia;.1s 43

(lonsider, frrr t'xample. the follorving jumble of state usury ceilings in the
first five statt's alphabetically from a digest prepared by the Mortgage
Birnkers Association of America as of Novemb('r 30. 1979.
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sea'k to limit increzrst's in custs to consutlrcr.s or. r.irisr rvorkt rs' rvitgt,s
rvhilt. ignoring t hr: impact of such changt,s on opt'rirt ing r.osts ol' prxlrrc-
crs ot the cvcntuitl pilssage ol tht,se incr.r'itsed (,i)sts onto consutlt(.t.s.
Exarnplt's of sonrt, of tht' lirilurt,s of suctr pr.ict'-lixing oflirr.ts lirllorr.

Consitl'r' lederirl ntinintrrnr rtirgc urntrols lr hich t,xr.t.t trn rrprvirrd push on
the cost of doing busint,ss.'Ihe intr.nt of'sr,tting rr rninintunt rvirge ovt,r.the
past 4l vcats hlrs bt't,n to int;trott' tht' lot ol thc rvorkingrnlrn. Hlrs it
succct,ded? \Vhirt has bt't,n thc r.t'sult of tht.nlinin)uru rr.agt'lrill passr,rl b1'
President Llerrtt'r' in 1!)77 rvhich incrt,irst,d ntininlun) hour.l.r. rvugt.s li.orit
$2.ll0in1977,to$2.90in1978.tog:1.35b.v.lanulr.,-I,lgUll'l'ht,National
Restirurant Associirtion in irn intt.rvierv ol its 2.000 rncmlrt,r.s lirund thirt
after th(' mininlum \\'ilg(, \\'as int.reased on.Jirnrrrrrv l. lg7ll. !)5,i ol the
memlx'rs laist'd their pt'ic('s. 7x.; r.t,duct.rl rrrln-hout.s. irn(l (ji]li Iirirl off
peoplt,. More than onc-hirlf indicirtcd that the-l hld invt'stt,d in t,tluiprrrt,nt
that rrould rt.dutr. thcir llrlr,,r' fortt,
The Mrrlriott ('orporation found that tht,uprvar.d pr.(,ssur.(,of rnininrum
rvagcs just in Washington, Il.(1., hirs ltt com('so ae ut(. that in tht, past tlrr.t,e
or four -vears tht'.y rvert, firrced to close lourtt't,n r(.stiluritnts. putting l.;l(X)
people out of rvork. ahout one-thirrl of rr.hom l.cr.t. rninoritv vouths.,i
Rathcr than lt.pcal this t,cononricirlly dtrrnirging lt'gislation. thc fcdt,r.al
government crr,irtt's mrrkt.-rvork programs like ('ll'l'A 

- tht.('omprt.lrr.n-
sivt'f)nrploymt,nt and'l'ririning Act. This pl.ogr.ant alone u.irs expectt,d to
groiv by $135 million in 1979 to ht'lp offst,t tht,.job disloctrtion t.rrused bv the
minimum wago incleas('. .J. Willirrd Marriott,.Jr., hrrs pointt.rllv o itit izcd
this lt'gislation. "ln thc cnd. tht, nrininrurn ',r,agr.prircticallv rvr.ecks tht,
peoplt' it is supp,rst,d t. Iq.lp.';

FEDI.]RAL MINIMUM WAGI' CON'I'ROLS

REN'I'CONTROL LAWS

Havt, rent contr'ol la\r's lrt'en irn.,, rnore sut.tt,ssful in irssisting lr "pt.ot(,(.t(,d'
group th:rn minimum rvirge latvs? No! In lirct. the disrnal f'ailurc of gov-
t'rnmt,ntal intorvention in lont control ntir.v pl.ovc to llt.t'vt'n nrore dtrnlrg-
ing thirn u'age controls. Rt.nt contr.ol provi(i(,s a shor.trun political solution
to rt'distributing rvealth fiom propt,r'tt.o\!.n(,r.s to t(,nants ilt rrppart,ntl-v no
cost tl) a municiprrlity. In the long ru n, hu*'r.vt,r', it t'xitcts u ht,irvy prict, [i.orr.r
socir.t-y. l)ropert-y o\rnors, tr'.v-ing to bring opcrating costs in line rvith in-
come. allorv thcir propt.rties to dt,teriorrrtt,. Building and ht,alth codt,
violations folloiv. Neighborhood blight ocrurs. Tht, t,xaspt'rirtt,d ou.nt,rs
either rrbandon tht,ir propt'rtios ol conv('rt tht,m to urndominiums, usuirll.y
too expt nsivc for t{-'nants tr) pul'chitso. 'fht, tirx bast. is diminisht.d rvhilt, tht,
Ievel of public st,rvict,s increast's. Also. tht. dt,ficit in trrx r.(,\.('nue ntust ltt,
passtd onto hontc urvnt'rs irnd busincsses. putting nlor.e pr.('ssul.rr on th(,sc
groups to leave the city. Invostors x,fuse to bu ild ne ',r' rrpa] tm(,nts in sut,h I
hostile t,nvironrnent. l(,rrding to housing shortages.

llnl llslolt /ssrrls, Srrnratlr ./.t18044



(,onsidt,r tht, fir llOw ing t r.rrck |r'cords. []1- l t).1t3, aftcI l]o;lcars of rt'n t crtntrol

in Palis, tlil;rpidation wrts rirmpant. 'l'ht're rvas virtuirlly po nt'w construc-

tion, and propertics could not bc sold lx'cause o1'nt'grrtivo roturns s

'fhe British t'xperit'nct' u ith rent contrrtls hzrs t't'sultt'd in no significant
t1,-riiig t,'i,,H Luilt sinct' \Vo.ld W.t' II. t'xcept lttxut-v units ln l l)47' tht'

fi:ii,,,t,lt" n t,it .octo. account..d for'61''i .fdrvellings; thirty veat's llrtcr this
share hrtd lirllen to l'f i."
Similar disrrppointing rt'sults havo occurrcd in Sivt'den' Holland' and in
il"., i,,t[tiiti,,rnd Washington. D.(] Ahandonments in Ncw York (iity are

,r..r..ing at ihe rate of'2b.000 units per year'ro l-or Washington' the

"r.ti,'".ii,," 
I'atc dr.ppt'6 92.4(i aftcl' rent c,ntr,ls 5t'c^mc efft'ctive'rr

A survcy of'2.1151 controllt'd apartm('nt units in.Ntrv YoI'k (lity rtveals a
ir"Jr-i'ntrt rt'rtson {irr r('itlty invtstors trl avoid rent control cities From

t .9i0 t,, t tlZf, opt'rating costs incrt'ast'd I-16 ll7 while rt'nts incrt'irstd only
ir5.6.1 .t2

'lhe chronologv ofevents associated u'ith t'ent cttntl'ol has ht't'n: llthe
q"rtitv i,f h,iu.'',ing sulfers and tht quantity is rt'duced' 2) thi' private

,i*".'ritf,ip st'ctor *ithdrar"s. and:l) iht' guu"tnrn"nt (using tax dollars)

rrtlcmpts trr Providc housing.

INTERI.]ST RATE CI.]ILINGS FOR FHA/VA MORTGAGES

A national parallel to state usury larvs is t-ht crtngrr:ssionally imposed

i"t".""t rattj ceilings ftrr' l'HA and VA insured and guaranteed mortgages-

Iiv pli 
" 

in,{ .*i lingsirn these fledertrlly-sponsored loans, buyers are deprived

;,d;;i;; i,:,,g.r;t which were inti'ndcd to encourage home ownership

throurrh li,rv d,rrvnpaymtnts. Whenever FHA']VA intcrcst rates largconven-

;i;;;;iir.,. intercst iltes' the seller is f<rrced to pay discount points to the

ie'ndcr in order to incrcase the yield ttn these govern ment-sponsored

rnortgng"" to match conventionai kran yields' At times these discount

;;t;i:.; place a disc,,ufttgingly severe b-urden on a seller, so much in lact

if.ui .r,"y sellers rofust io "t"lt th"i. homes via FHA or VA secured

rntlI1g,ig.'i. ft 
"se 

seller-paid discount points can easily reach 3 to 6.Z ofthe
iu"o i-,,""t uf, loan. l-or a $70'000 lttan an ou'ner, in addition to having to

pry 
"p 

i , tly. of the sale s pt'ice in sale s commission ernd closing costs' would

[o"."{*it"a to pay $2,10'0 to $3,500 in discount points to sell his h<.rme'

A similar avcrsion to be bound by pricc controls occurs in states where

u.t".f t,i*" ",,".e 
unprofitable -uitgag" loans. F-unds are divorted from a

ririi. -uttguge miirket to other usury-free states or into alternative
investments that produce acceptable yields'

EFFECTS OF STATE USURY LAWS

A summary of some rect'nt studies made on tht' efft'ct of usury c'eilings on

-o.tg,,g" iending when market ratt's exceed usury ct'ilings lollows'

I . A significant increase in out-of-state morgage lending activity occurs a,t

the expenst' of states constrained by usury ceilings 13 This funds shift
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\\'ould be (,xp(,ct(.d of financial intermediarics th.rt are required toinvt,st a spt,cifit,d irmount of t.ht,ir assets in mortgitges. Lcndcrs not solncu ntbrred sinr ply shift to non_mortgage investmcnts or to mortgages
not subject to such price controls. Ily redirccting a share ofthtse a.ssetsinto non-mortgilgc investmr.nts, the shart. of.icnders, assets ht,ld innri)rtgilg(,s is r0tlucr,d. rl

A pir lrrdox oft h is r,ffrrrt to bt,nt,fi t thc housing consumer is that it assists
irn unanticipilt(.d group. The targotod consum(,rs in the usury state are
dr.nicd mortgrrgt' funds exccpt on unfavorable terms. Tht. infusion of
irdditional capitirl into "fr<,c markt,t,'states raises the supply of mort-
girgt. funds in rt.lirtion to denrand. Hence. prosp(,ctive h,r-" u*,r,,,r" ,n
unr( gulated stirt(,s may obtain favorable mirtgage interest rates at the
r.xpcnst, of frustr.irtt,d buyers in usury controlleJ states.rr,

2. Itcsidcntial r(,al (,statc markt.t aetivity dcclincs. Onc studv in philadel-
phiir showed a 2jl.l7 declint. in sinlle family, ..,ria".rii"l _,,rtgugeIt,nding volume b,y insured savings asiociations whena oni, pr:rcentage
point change occurrt,d betrvcen thc philadelphia:rnd nationil cffectiie
nrortgage int(.r(.st rates.r6 A dt,terrent to originating below-market
int(,r(.st rato loans is the subsct;ucnt difliculty in selling tht,m in the
sr.< ondar.y markt,t.

l). Mrrrt' stringt,nt crt,dit rationing occurs in such forms as largt,r down
pa-yment-s and shorter repaym(,nt periods,rT often w.ith lower incomepersons bt,ing .st;ut,tzt,d out of tht, market. A rccent survcy clearly
rt,ve als this problt.m. Over half of I-rrst_time huyt,rs under age llO paii
lcss than 2ff1 dow.n on their home. Thcse home buycrs represent almost6j]? of all first-time home buyt.rs. Ncarly a thirdrrf theie young home
buycrs entered thc home market by means ofa 90.; or 957. irortgage. Itfurtht,r rvas revcaled that about 45? of first-time no-u fru".i..'il.Jfrmilv r ncr,m.s less thirn g li.Ot)o rr h ilr. 541 ,,th,rm,,buyens r.r iif, fr.if V
i nconrt s betrvet'n g I 5.000 and g25.u00 pa id less than 2& down on their
homt.s. .Tht'se combined groups r(.prcsent 7ln of all first_time home
huyr.rs.rs

4. I)iscount points ma,v be chargtd to thc buyer or sellcr when permitted
bv state. larv - roducing the slrlc prufi ts toihr sr.l lt.r or sharply increas_
ing thc.buyer's dorvn paymt,nt. ()tht,r mcans ust,d to increa'st,yirlds tocomp(,titive k.vcls are reducrng thc lrran t(,rm lnd requiring larger
dorvn paymcnts. Any of thust, dt.vrccs impuirs the abilitv of lower
int,rmr. homt. huyt.rs lo purt.hirsr. h,rmes.

5. Housing construction is low,er in usury-affccted states than in those
stirtcs \,!-herc mortgage lending is uninhibited by these controls. Vari-
ous studies havt.show,n this decrt,ase to range frrim llto2Ja.r,,Mostof
thc declines varit,d from 14 to lfX:i 20 with O.tas observing a 14.4%
rld uct ir rn in pr.rm it irct ivity Ii,r r.v(,ry ,)ne perc,,ntag(. poi nt d ift,rr.ncc inlllr. nrirrket-rntos lnd usury ratt,s.2r Similarly, Roblns found that an
I nrr('ilse I n t h(' stat utorv coiling ofr)nc percentage point Ieads to about al6'i increasc in single famil-y starts.2i

Buildt,rs and ultimatt,ly homc buycrs suffer in other ways from rela-tively low usury ct'ilings. Home builders. if rcquircd to'pav discount
points. c;rn pass thr. irdded cost onto buyers or reduce the size, amen ities,
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or quality of construction. Either of the alternatives may discourage
proipective buyers and in turn reduce the volume of housing starts'

6. Lower income families arc especially affected by stringent loan terms'
For example, in Canada during 1963-67, when interest rat(rs on
government-insured loans fell under that of conventional loans. only
igZ of th" Canadian government loans wc're made to persons in the
bottom third of the income distribution compared to 307' during
19?1-?5 after the usury ceiling had been liftcd ''r Thus. these prospec-

tive home owners feel the pain of this helpful" legislation' Another
group also suffers from theJe interest rate ceilings. Persons who could

iffo.'d tn pay the prevailing interest rates are denied mortgage funds
because of the debilitating influence of such laws.

7. Corporations exempt from usury laws can contribute to a short{rge of
morigage funds forindividuals. The rationalt'for this exemPtion seems

to beihat corporations, or in some cases loans in excess of some dollar
amount, haveample expe'rtise available to protect their intercsts in itny
mortgagc agreemint. Thus, another perplexing situation arises By the
lurgoi iir..o*"." being exempt, funds are diverted away from small
boiro*o.". Alternativeiy, as in some states, corporations or large bor-

rowers are treated essentially the same as individual mortgagors The
question raised in this situaiion is why does a large. well'staffed bor-

rower quitc capable of protecting itself in negotiating for a mortgage
Ioan need the "protection" of usury ceilings?

USURY CEILINGS UNDER ATTACK

Many of the state usury ceilings either had never been changed or wcre
albrld only in recent years as they caused hardships to prospective home
owners in this era of sharply rising interest rates.

Today, with unrclenting inflationary pressures pushing the cost ofhousing
up, virtually any housing price controls would secm desirable. Yet usury
.utn lu*" rio so diverse that they frustrate the free flo"v ofmortgago funds
between states. The following digest of present usury laws as of Novembcr
30, 1979 according to information developed by the Mortgage Bankers
Association of Ame rica shows that most states still have fixed usury limits
while very few states have eliminated their ceilings altogether.

STATE MORTGAGT] INTEREST RATE (]EILINGS'4

No Limit
t0 \2v/( |

Fixed Rates
24 148"1 t

Variable Rates
16 tsz:/( )

Ceilings for fixed rate states tend to be set at 12'l. , followed by several stitt-es

which-have an 18% ceiling; overall, the ceilings range from 10 to 21%. l'HA
and VA loans commonly are excluded from the ceilings except in Utah
where only FHA-insured loans are exempted. Connecticut, with a l?7r

ceiling, plices no limit on realty loans over $5.000. At the other extremc,
Hawaii has no limits on loans ovcr $750,000.

In the past few years, a strong trcnd has developed tou'ard use of floating
rate ceilings. Tlie first state to introduce this type of ceiling was De laware
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in 1974. Trvo mor.t'stiltes were addcd in 1975;just threc more rvere added
from l976 through 1978. but in 1979 t* t,lve staies srvitched to floating ratc
ceil ings.
l)xomptions fr,m usur.y ccilings arc r:f'fective until certain future datr:s in
s,mc st:rtes tIIlin.is irnd south carolinrr ) and over specified dollar am,unts
in other st.tes { Kentucky and North (rar,lina). Maisachusetts has no limit
up to 2fflr u,hich is clirssified as "crimin:rl usury" rvhereas Michigan im-
poses an 1lri ct.iling ftrr non-regulated lcnders.2r,

FI,OATING RATES
'l'hc inability of'lenders to makc mol.tgage loans has prompted some. state
It.gislatures to opt frrr floating, or indcxed, interest.,it" 

""iling". 
Fkratingr.trs.re not nerv. Virriable intert'st ratt's have been rrvailable ai califrrrniii

sitv ings and loa n irssociations since I 961 and from thc !.cdt,ral Land Ban ks
sinct. 1 972. Flven t'a rlicr. variable in t.rest rates on construction loans *.t,rr
lvailablc,via.pt,riodicaily adjusted int(,r.r,st rates that rvere 3 to 5 points
alrove prime i nte r.cst r.atcs.
'l'ht' tw, most comnlon bases for setting flonting inter.est r,te ceilings have
btx'n U.S. Govcr.nmt'nt bond rartes and tht: Federal Reserve discouni rates.
I)ospitc generallv fav,rrrble re.cti,n t, effrrrts to rt,pl,cc fixcd interest ratt,
limits rvith floating ratos. a lingering qucstion rcmirins. Are these indexed
ct'ilings. sufficientlv high to alleviatt, curtailment of high r.isk mortgagi,s
duling high.intclcst ratc periods? An idcal inde, ,rouid continually pro_
virl. irn irmplr. nlilt'*tn so that m,)r.ltlilg(, l.nding rrctivitv is sustainrid irnd
tht'intelest l'atc cirn bc adjusted frct;ut,ntly enough t,, prt,vent interruption
,)f rn(,rtgag('lr,nrling rrct iv ity.
()f thc eightt'en strrtt.s using indcxcd usury ceilingson Novcmberll0, 1979.
lhl, Iirllorving lrrr,lrkrl,'rrn rvas rr.vr.lrlt,d.

(,HARA( "I'I.] RISTICS OF' I N I)T]X I]D USURY ('F]II,INGS
I ndt.x r no. t Point Sprt,rrd

l3-5'i. ge nt,rir ll.y 5'rr

1.5-l]'.1 . rnostl.y ll'ii

I'rt'r;uenc y of Adiustmcnt
month ly. quarterly, or rate
in t'ffcct at date ofexccuted
contrilct
generirlly monthly on 20th
dav of prt'ceding month

month I,v

monthly

!'t.dt,r'al Rr.sorve
[)iscount Rate

Long 'l'erm U.S.
I3onds tgt,nerally
I0 t't.irr t

(i) )

r!))

Avcrage Yield lirr .2i & ,l ,
I'NMA ('onventiontl
Auct ion in month t2t
Lrrrvcst Daily Prinrt, z-J.S,n
ltittt, ol l) Largcst
[LS. []rrnks (l )

Prt'mium Inte rcst 5.5,;
Ovt,r Maximum'Iirnt,
I)r'posits rl I

Sourcr': Mortgagt, Ilirnkcr.s Association ol' Anrt,lica
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In Minnesota it ivers discovered that its rate ceiling was too restrictive rvhen

..'rjrJ ZOO basis points above the yield on long-term government bonds'

Siniilar experienies ,,ccurred in Vermont and West Virginia 26 Other
.foi"r,.""ti as Iowa, found that by allowing rrnly quarterly ceiling ad;ust-

ments, periodic mortgage capital shortagcs t)ccurred State floating ceil-

in11. are more rt'sprtnsivt'to borrowcrs' nclds when they ar(' pcgged to

;;?rn;;t* "t 
c,rmm,'rtial paper rat('s bt'citusc these roles art'dictated

ii..,.ity by market folces initead of fiscal policy The ceiling :rlso must be

r"i ""ftci""tfv high. pt'rhaps 25 to 50 basis points over the prevailing
*u"aog" conventional 

'mort[age interest rates' on newly-built homes so

lf.r.i fiigtt". risk te.g.,95fi loin-to-valut' ratio) mortgage loan activity is

unimpeded.
()ongress has been involved in changing state usury provisions Forexam-
,r1,,. i{. R. 2515. si,.ant'd into law by President Carter. overrides tht' usury
'1,,* in Arko.,.,as whieh rtffected busint'ss and agriculturul loans over

6:)S,OOO. e S.,note bill (S. 1988) would grant S & I,s, state banks, and credit

u.i"n" tt 
" 

lending privilegr:s ofnational banks which are allowed to make

.",,i i,"tui" ton"" upiu 1'z n-bove the Fed's discount rate H R 2282 provides

an exemption from state usury provisions ftrr VA loans if FHA insured

loans are exemPt hY state law.

A strong case can be made for eliminating mortgage.cei li ngs altog.ether as

i,t."udy,1o.," in ten sttttcs ($'ith certain eiccptions) A step in this direction
i" ,r.,ual Uy Congressional bill H. R.4986 rvhich would override state usury

restrictiois ft,r-humr: mortgage loans sccured by stock'

CONCLUSION

Hou'cver salutary the intent of state' usury ceilings may be, their result
in"u,trbly is count.rprrductive. Imposition of fixed interest ratc' ceilings
distorts rirortgage mrirkt.ts, harming lendt'rs and builders as well as pro-

soective ho-" 
".'11... 

and bu.yers. Iniclregional flow of mortgage capital is
di.r:upted. proving particulirly harmful in the fast growing "Sun Belt"
statcs wheie g.n*th i. strongly buoyed by inmigration The ability to
or,,vide affordable housing forlhis unhoused sector of a state's population
ii.x.,iv a"pona. on imp,rriation ofcapittrl which is thwarted by rclatively
los; usury cei lings.
Minimum rvagt' larvs failr:d to improve living standards of low income

ir',iiik"."; rent control larvs expected to assist lorver income apartment
residents rvorsenod the quantiiy and quality of the housing stock: fixed

;;;i;;" ;" r'Ae, n"a VA sponslred mirrtgages deprives. home owners of

n.."."''to mortgage funds. TLe undeniable fact is that each ofthese expen-

.irr,, suvernm.lnterl efftrrts at controlling prices and wages have backfired'
d,rinf mor* harm thirn good for intended "protected" groups Moreover'

if,...! i. no more cilus(' ior optimism in expccting state usury ceilings to
i-o-u" ihe cost and availaiility of mortgage funds to consumers than

ihJ." o'r. itt 
"*pecting 

price fixing mechanisms to achieve their objectives'

In the past halfdozcn yt'ars there have been attempts.to relieve u'ould-be

hu-.i o*."." of the constraining noose of usury Ceilings by raising the
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ceilings, adopting indexed ceilings, or ilr some states aberndoning ceilings
altogether. Still, a complex and beu ilder.ing array of state usur!, ct,ilings
confronts prospective hume orvners. Thtst, litrvs persist even,rh"n c,,n"uit-
ers are protected norv as never before by such fedc,ral consunrer larvs as
Truth- in-Lendi ng and thc Real Estatc St,ttlemrnt Procedurt,s Act.r?,['he
time has co_rr]e -to r('place th(' outmoded prict, controls with "ccilings rrnd
floors" estab.lished by parties transacting business in an opt,n ntortgirge
market. Such a refreshing change rvould be in the consumcr.s' intcrtlst.
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Escrow Accounts at SLAs

('tlnsUntt,r irtrd ltolitical intt,rt'st in tht: tI('lttlll('llt of t'sclttrv rtt<ounts hlts

lrt,t,n rtn thc rrst'lately. ln l1)?ll Mr. and Mrs. I)t'rtn Alt'xrrndt't \\'on A cirsc

llofirlt, tht'Ort'gon Suprt'rrtt'('ottt't that rct;ttitt'd salings ltnd loltn assttciit-

t i.ns r S[,As r t, i pltv inier.r.st (,n irn.\' escro\\, irc( ou nt s in r'h i< h the lt,rrtl* t'rs
htrd not consctrtt,d to intcr.t,st-fr.tie ust',,l tht,ir m,ney.r A sirrtilal cast'is
culrcntly pt'nrling in Vil'ginirr.2 Since 1972. nint'stzttt's hrtvt'pltssed larvs

r.t,quiring ihlt somc mininrurn inter'ost rrrle lx. piiid on (,scrow ilccounts
rtlresc ntinintum l.atcs rang(, l\ttn 2(,i t0 .lrri ).:r An0tht,r statt" Illinois, hirs

since 1.97ir r.t,rluired that nl(rr.tgrrgors be irllorvt'd to pledgr' ;rs collateral itl
lieu of estr,rri pa)ments lt sitvings itccount rvhttse llalitnct' exceeds tht'
projeeted unn urtl esctttu pllvnr('nts.

Somc oftht'tt'st':trch tln tht' issut'ttft'scrttrt ltccttunts focust'd on dcveloping
cstimates o['the "averagt' cost" pet'account and ther "avt'r'irgt' profit" pet'

ircc0unt.r Littlt' attentirln rvits devote'd to tht' t ol(| ol thc t'scrorv ilccount ils

on(,c{)Inpolt('l)t in the pitckagt' of'te rms thirt rnirkt'up a nlol'tgitge contl'ilct'
'fhis articlt' anttlyzes tht: r,,lo ,r1'the cscrttrv ltccount its itn t't onontic instru-
ni.,nt 

"n,p1,,1"d 
by the nroltgage lendt'r. rtnd provides st:rtistics on tht'

tlcatmeni of escrol ilccounts lrt S[,As in t'itch state'

,IHE I'SCROW ACCOUNT AS ONE FACTOR IN A I,OAN OFFER

Many factors itrc considert'd by an SLA in an mol'tgitgt' loan rtffer' The
p.i.no.y f rtct.t is the contl act .,,t.'. b.rt .tht't tt'rms includc the number ,f'
points io be charged, an lssunrilhility clausc' and thc terms ltrr prepay-

inents. Anothcr Iactor is the method in which borrorvt'rs handle their
ploperty taxt's and insuranct plt'miums. Lt'nde rs may irllorv the borrowcrs
in pry tt," pt'operty taxes and insurlnce ptt'miums thcmst'lves or thtr

le nders may retluire thr: t'stablishment ol'itn t'scrotv accorrnt'

In a mortgage loan offer. the terms art't'xpectt'd to maximizt the lender's
profit from tho transiiction. In a normal competitive envirttnment' twtr

ionstraints rcstrict lendtt's from being usurious. Thc first, and probably

ht, Walt lVtx'rheidt'

Walt Woerhcidc rs n visrtins Sch,,llr with tht'OIfice (n Fl'r'nr)mic Re

* rrch ,rfthr Frd,'r'rrl Itomt'l,otrn ltttnk I|,rard. dnd rs Issi:trrnl I\lrli'ssor
ol l'inan(r r( th( trniversity (,f lllin,,is ( hicxgo ( ittlt { rrnrpus
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nr)st important. is that if the terms of the mortgage loan atre exorbitant
rt,lative to th(,t(,rms offcrtd bv competitors, horrow:ers will go elsewhere.
'l'hc se cond is thrrt borr.owers mity simply not accept the mortgagc and defer
pu rchase ol tht' home.

lh,t'ause of the variety of tt'rms.included in a mortgage contract, many
dr{IL,rent tcrm combinations could provide a lender rvilh-i.he same expectei
profit on a lorrn. A lcnder cou ld offer one borrolver a mortgage with a 

;high"
lcvt,l olpoints. a "lorv" contract rate, and no rtquiremlnt for an esciow
irccount.'fhis srrme lender may offer a sc,cond lmriower a mortgage with a"low" level of points, a "mrdium" contract rate, and a requirement the
Irrrrrrrwer set up irn (fscro\y ilccount on rvhich the lender will pay aZl yield.
A third bot roivcr may receivt, an offer that contains .rn p,rint", a ,,-high,'

contralct ratr,. irnd a rcquirrment to set up an interest-free escrow account.
I)t'spite the variation in tt,rms. the expected profit on each of these loan
offels may be tht, same.

Lt,nders in each mortgage Icnding market will set similar terms. It be_
c()mcs common practice lor mortgagees to offor mortgages which require
piryments into intt,rest-free cscr{)w accounts, lnd there will be little pro_
pt,nsity to changc th is policy over time . Ifce rta in lenders wanted to become
rnore aggressive. ltxtn customers could be attracted by offering interest on
escrow accounts. Most lendcrs have not provided interest on escrow ac-
counts exccpt rrf'tt'r legal stimulus, becausc the treatment of escrow ac_
counts is usually:r minor considcr.:rtion for most borrowers. As a practical
matter, to olfcr intcrest-bca ring escrow accou nts is probably a less effective
rnarketing strategy to attract loan customers than rither available
stlatogies.

RI.]LATIONSHIP BETWEEN ESCROW ACCOUNTS AND RISK

I)revious rescarch has concentratt,d on estimating the "average profit', per
cscl'o['account.'fhis approach has several rvcaknesses. It assumes that
thrifts.demand escr.o\y pa)'mcnts because these accounts are profitable
rvhich is not nt,cessarily the case. One ofthe risks in the mortgage lending
business is that homeorvners will default on their property taie,s or insurl
ance premiums. A tax default would create a lien on the mortgaged prop_
erty to which the mortgage is subordinated, A failure by thc boirower io
pay an insurance premium exposes the lendt,r tr) thc rlsk ihat the collateral
could be destroyed ernd the lrorro',ver might delault rvith little recourse to
thc lender. A prudent lender rvill establish a monitoring system to ensure
thr pavmcnt of thc taxes and prt miums. The t'HA requiies that all loans it
insures include :l pro rata portion for property taxes and special as-
scssments in the monthly payment. Somc lenders apply for and obtain
e xemptions from the FHA. As of .J une 30, I 979, the re were 166 SLAs which
had PHA mortgages and did not have escrow itccounts.s
'Irr'o monitoring systems are cul.rently used. One is that the lender requires
the borrou,er to submit receipted tax bills, or the lender refers to the countv
or municipal records at stated intervals.6 The other is that tht, lender
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requires escrow payments. If the latter procedure is used, three methods

-u'v f" ""t "p, 
1i an interest-free escrow account, 2) an interest-yielding

"""io* 
,".o"i'tt, or 3) the escrow payments may be capitalized ? This last

uli".".ti"" is equivalent to the boriower receiving interest on his escrow

,".""Jrt arate equal to the contract rate on the mortgage' The lender is

not restricted to use any one procedure for all of its loans, and many use a

combination of these monitoring procedures'8

Most lenders select the monitoring method which maximizes the expected

p."l,t1"" """t 
t"an. Ifa loan applicant has substantial wealth and asks for a

iow loan-to-value mortgage, ihen the lender may believe the risk of prop-

;y-il alf""ft o. p."--Ir- lapse is small and the loan is suffrciently
att'ractive that no escrow p"y-"nt" ,." ."quested' In other words' a lender

may be willing to monitoiciiy taxrecords in order to make this loan or may

Lve"" te *iffirig to forego monitoring altogether'-In another case, a lender

mav believe tlat a loan to a lowlincome applicant requesting a high
ioui-t*t^f"" *ortgage w il I have substantial risk ofproperty tax default or

;.;;i;; irp"". Uid6r these circumstances, a lender would probably re-

["1t"-prv-J"t inlo an interest-free escrow account to make the expected

profit bn the loan commensurate with the risk.

The thrifts use a variety of monitoring methods and as the choice is based

on economic motives, any computation ofthe "average profit" per account is

-i.f""ai"g. fU" loans with in[erest-free escrows will likely be the high risk
loans, and-the "profit" on the escrow account may be necessary compensa-

iio" iot tft" riskiness ofthese mortgages.e A study by the U'S Savings and

I;;;i""g"" showed that 73.5ct ;f the SLAs responding to the League's

questionn"aire waived escrow payments on some loans'rt'

SIGNIFICANCE FOR MANDATORY INTEREST PAYMENT LAWS

The foregoing analysis has several implications lor laws on mandatory
i"a;.;.t;; ;;.ow a"ccounts. If mandatoiy interest payments are required'
then the cost of monitoring tax payments via escrow accounts rises The

;i;"il profit per loan in"whicir ihe interest-free escrow account would

t r'"L t"".i ."q"ired declines. One of two events will occur: either the lender

will alter the'other terms in the loan offer to make it more profitable (e g ,

;; i;;; in points or in the contract rate), or the lender will not provide

the high risk loans that otherwise would have been made'

Another implication is that the impact of mandatory interest payment laws

;iii ;;a neie""arity be uniformly felt. The low risk borrowers who had
,rr.uiouslv been abie to avoid inferest-free escrow accounts will be unaf-

tected. The high risk borrowers, however, will either find their interest
i""o-" i"o- tlie escrow will offset their added mortgage costs or they will
ii"Jiir"-.uf r"" unable to obtain the mortgage. Low income and low wealth
households may be excluded from the mortgage ma-rket in certain in-
stances due to [aws concerning mandatory payment of interest on escrow

accounts,
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SURVEY OF ESCROW PROCEDURES

The.Table provides a state-by-state description of the escrow procedures
used by SLAs.t' Column 1 shorvs thc numLer of SLAs in cach state as of
June 30, 1979 that wore insured by the l.cderal Savings and Loan Insur-
ance Corporation. Column 2 shows the number ofSLAsIn each state which
have cscrow accounts.12 One cavcat should be noted with respect to the
numbers in Column 2. The number ofSLAs in each state which har" o.".o*
acc-ounts may be less than the number that require escrow payments. The
differcnce is the number of SLAs which capitalize all escrow payments.
Based on the nggregate total,84.7? ofthe SLAs have escrow accounts.,l.he
remaining 15.3? either capitalizc the escrow payments or use other
monitoring methods.r:rAdditional calculations slir* thut in every statt,
those SLAs that have no escrow accounts are smaller in terms of totai
asscts than those SLAs which have escr.ow accounts.

COMPARING INDIVIDUAL STATES

Column 3 shows the number of SLAs in each state which have interest_
bearing escrow accounts.ta In alr but one ofthose states which have raws
requiring mandatory interest payments on escrow accounts. some of the
associations with escrow accounts have interest-bearing escrow accounts.
For example, in California 159 ofthe 174 SLAs have es&ow accounts, and
175 lor 7Tl ) ofthese havc intere.st-bearing escrow accounts. The exceptionis Minnesotal its iaw requires interest bt paid only on escrow accounts
requrred on mortgages where the loan_to-value ratio is not greater than
807r. Since the law has been passed, almost all of the SLAs fn that state
have ceased to require escrow accounts on these types of loans.
Nearly one-thir.d of the SLAs in Pennsylvania and fourteen of the sixtcen
a-ssociations in Washington, D.C.-have interest-bearing accounts despite
the absence of a mandatory state law. ,Ihe large numbe-r in pennsylvania
appears to be tied to consent decrees in recent class action suits. In Wash_
ington, D.C., thc accounts have been established primarily for loans madein Maryland subsequent to Junc 1, lg74, when Marylani passed its iaw
requiring interest on escrow accounts.

..CLUSTERING'' OF INTEREST.BEARING ESCROW ACCOUNTS

In many statcs, there is a smattering ol'SLAs which offer interest-bearing
escrow ilccounts. Threc statcs ofnote include Illinois where 6 of the 3g5
associations have interest-bearing escrows, New Jersey where Z out of 174
have them and Virginia where 5 out ofg4 have them. All S ufth" Virginia
SLAs are located in the Washington, D.C. SMSA. Three of the Z N"*.f8.""y
SLAs that h:rve interest-hearing escrows rire in the New york City SMS.(,
and 3 ofthe 6 SLAs in Illinois are located in the Chicago metropoliti , ,."r. '

Two cxplanations may account for these clusterings. Onc is that in the
cases of Virginia and New Jerscy, thcse SLAs mayle providing loans in
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Maryland and Nerv York, respectively, and t'.stablish interest-bearing es-

cro accounts on these loans to comply with the respective state la*'s The
other cxplanation is that these SLAs may be providing interest-bearing
escrows to meet thc competition in the adjacent states.

Column 4 shows the number of SLAs in each state which offer only
intt,rest-bearing escro!!'s. A comparision ol columns il and 4 reveals that
more than half;lthe associations with interest bearing-accounts also have

interest-ft'tt'('scrow accounts. In most states, it is the larger SLAs which
tend to offer only interest-bearing escrow accounts

Clolumn 5 is a rough approximation of the average annual yield on
interest-bearing escrow aiiounts. The numbers in Column 5 are obtained
by multiplying by two the amount of interest paid on t'scrow accounts
during the-firsi. six months of 1979 and then dividing this number by the
balance in the intorest-bearing escrow account on June 30' 1979 for each

association. Unusually high or low balances in the cscrow account on this
date would seriously bia.lhe resultant interest mte estimate' The larger
the numbcr of St,As in each state with interest-bearing escrow accounts,
the more reliable the estimate of the interest yield on escrows Casual
observation of (lolumn 5 indicates that the typical rate is in Lhe T/t -4"1

rangt,, but SLAs in several states pay an average of close to 5% '

Columns 6 and 7 shorv the averages in each statc ofthe ratio ofthe escrow

balance to tht'total of mortgages outstanding on June 30, 1979, and June
30, 1974. respectively. Only those SLAs in each state which had escrow
baltrnces are-included in these averages. In six ofthe states the average
ratios ofthe t'so'orv balances to mortgages outst:rnding rvere higher in 1979

than in 1974. in frrrty-six of the states they are lorver. and in one state it was

unchanged. This raiio rvill be influenced by the level of property taxes in
cach st,rie. a" ttt'll as differences in escrou' policics trnd the types ofloans an
association makes.'Ihe average ratio for all fi fty-t h rcej u r isdictions in 1974

rvas 1.07. and in 1979 it waJ.90. For the nine stirtes which have passed

mandatory escrow intercst payment laws, thc average ratio declined from
l.:]ll to .97. Ont'eflect of theie laws is that SLAs respond by cithcr lowering
the avcrage escrow payment or dispensing altogether with some escrow

arccount".ii Somt' othei responses by the SLAs are that other terms ofthe
mortgirge mly bt'come more expensive or some risky loans may not be

made .

SUMMARY

Ont'o['the risks by u mortgage ]ender is that the borrower may 4efaulton
tht, property tax rir fail to iemit property insurance premiums. The lender
*u.t th"..f,,." dorivc a method io monitor these payments. The method of
monitoring on t'ach loan rvill be that rvhich, rvhen combined with the other
terms on i-he luan. provides the maximum expected profit on that loan'
Differt'nt combinltiirns ol terms may lead to the same level of expected
plofit on a loan. Any attempt to compute the "averzrge profit" per escrow
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TABLE I
ESCROW ACCOUNT DATA

Column
r1r

Column
t2l

('olumn
r:])

Column
t4l

('olu m n
rO)

Numbor of
Sl.As u ith

I nt(,rost-
lJt,aring Uscrorvs

Number of
SLAs with

(rnl,v Interest-
Bt,aring Escro* s

E-stimatrd
Avg. Yiolds
on Escro\r'
Accounts

Avg. of Escrrrrv
Balance to
Mortgagos

Outstandin,.{
on 6-:]0-7!)

Number of
SLAs in

each State

Number of
SLAs * ith

Escro*
Accounts

Alaska
Alabama
Arkansas
Arizona
California+
Colorado
Connecticut"'
District of
Columbia

Delaware
Florida
Georgia
Guam
Hawaii
Iowa
Idaho
I llinois
Indiana
Kansits
K e ntuck-y
l,o u isi ana
Massachust'tts'
Marylandi
Maine

5
62

16
174
47
38

5
46
69
l6

159
46
38

15
4

tt7
8l

2
6

6l
12

319
8l
i6
6i

101
29
b/
l8

45
I

2.44
.42
.60

l.l3
.24
.89

l .05

2.68
.48
.73

1.27
.61

1.02
1.40

t.7I
2.1t

.its
48

1.07
.80
.65

l 05
1.98
.69

l.l0
.54
.58

l.l1
2.79
l .01

I l5
I

,tI

2.26q

2.64c1

v

o

I
I
I
1

4
2
I
2

5.t3;1
2.98./(

2.14c,1

t.44
l.ul
.64
47

1.33
.i2
.44
.i1

1.36
.46

l 0l
..5.1

.53

.65
2.:\2

.64

36

i
I I

i
6

3.1 t(;

3.95.;
0.0(},

2t
6ri

2.iv i
3.i!t i

Column
r5)

('olumn
I t'l

i\vg. of
llscror'
Ilalance

'Io Itortgages
Outstanding
on 6-30-7.1

Stat(.

I

16
5

t21
97

2
7

70
12

383
151
82

105
122
29
69
20

I



q-

;

:
o
cn

t-.

Michigan 64
Minnesota'r' 55
Missouri 1 12
Mississippi 60
Montana 12

North Carolina 151

North Dakota I I
Nebraska 38
Neu, Hampshire'i' 17

Nerv Jerse.v 174
Ne*' Mexico 33
Nevada 8
Neu Yorki' 125
Ohio 297
C)klahoma 53
Oregon''' 29
Pennsylvania 262
Puerto Rico 12
Rhode Island 6
South Carolina 75
South Dakota 16
Tennessee 97
Texas 313
Utah" 13

Virginia 84
Vermont 7

Washington 4S
Wisconsin 114
West Virginia 30
Wyoming 13

57
54
98
54
\2
85
1l
36
14

149
33
i

118
239

27
198

12
5

53
16
79

t3
69

4
47

111
22
l3

1 1.0(}?

2.:l:), t
2.0i,;
2.i 5t ;

1 .itY i
1.88';
3.42ri

5 0(r,
1.6/ i
1.8E;
3.3v;

4.'iy i
4.9(};

| .52
.39
.8.1

.62

.90

.51

.i1

.86

.55

. i3ti
1.03
1.i7
l 57

.36

.8,t

.i5
1.49
1 .81
1.04

.24

.70

.75
1..10
1. 19

.68

.D,1

1.07
.36
.ii

1.36
.53

1.16
.64

l 02
.55
.90

1.11
.69

I .1.1

1.09
1.07
l 58

.41
1.08
1.66
1.67
l Sll

.68

.89

.99
1.50
1.61

.55

.82
1.39

.30

.83

2.2tt,
2.15'i
r- .58' i

2

2
t
I
5

2
2

Total, Avg 4038 3421 52i 215 9r)

'States re(tuiring mtrndatorv intortst pa.'"monts on cscrorr accounls.
Note: AII jatl in this tahlr ;rru rompiied from the semr-annual reports submitt.'d bv ull Fsl,l('-insurt'd Sl,i\s xs of ti'31) i9

1.070

-l

i

i

;
I
I
1

42
3

:
63

:

;

ri
i
1

I
l3
5

21

83

I

1

1.35' i



ircr')unt \')uld likcly lr.rrd tr) (,r'roneous conclusions unless this substituta_lllI ) r,l tn')l lHitg{, ter.m. is (.(,nsid(,l.cd.

Lirrvs u hie h l r.(lu.it.(, milndirtr)ry inte rest payments on (,scrow accounts willnirvr,ii d,(.ct irnd rndir.(.et.fli,ct on m()rtgage Iending. .Ihe direct cffect. asshorvn in the'l'irblc. is that most in.tituiiiins u.ill tlitht,rl pay interrst on(,s( x)\\' *ccounts .r.,mit the rt,quirement,f e"c.o* prym"nt". Th" indi.u"i
r.Il't,ct is thirt tht..ther.tr,r.nrs,rflhe mortgitg." -ry b".:,,*" more expenslve,r'SLAs miry ((,irs('to mirkt, high risk l,,irn. lx,caus"c thr: prrlit poteniial wili
nrr l,,ng(,1' lrr' r.rrtnrnr.nsur.irlr. rvith thr, r.isk ,,f thc loirns'
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R!ll'FtRI.lN('HS
I \lell St.r, t .l,tu tet..lr1!.2t. l. 7B. p ri
'2 lloll Stn. /.l,,urrQl, Julv 2j. t:till. p 27.
iJ I'h(\(' includ'i ( irlrfi)rnia. (r,nD,r (r( rr. Massri(h,n,rrs. !r.rl.rand. Minn{,s,nu. No* Hampshirr,\,." \',,rk ().,rl,,n.,,ndr.r,,h.r,h,,:(r,,pti,,n,,,.,j,,,nd:,t,,rv,;t,,;*t,;;;,:,..,,"accoun!s,sunder

(,)n.rd{.rirl lon rn Itrchr*an
1 S(! {,1{ r\'r ,\nr!l'sr.,n \fun(tirr,,r' tnrrr.sr ,rn }t,,rrg,gr, llscr.* Acc,,unrs,.. b} rhr financialItr'1r1g11,,1,. 11,,,".,u IIr(hr,.lj'n tI plrtritt,nt,rf( ,,nrnrIrrir. itpte-t,"r;. ttr;g. Strav,rfthc tc:rsr-nl] rr ! ,,r r.r,.r, 's .\, i ,,U nl. ,,I It,.. r,t,.nr r,r I \r,,rt,.1.,t,.. It,., ,,m rnX I ntr.r,,.l tt,.r,rr nX - f,y itr,, r.,,mpr r,,i.l'tr(ien.r',rl '.,r'lh, tiDir('d sr:,r,'s,rr,.rb60), ur l',,.r,,rr c,,';';,.*;;, H(onomics,,f us(row

,\,,.,rrr1. ,,,'","-,,-,,r rh,. t,,.r,i,rr,,,,,nr ,,t lr._.,,r,h ,,"a r:".,,iiiii.. i:s s,,vrnss ,,nd t.,,,,nr.' .rgu". .r,ll'r.,rr. l,r i'j
;'lh.r.ad.r'h,,uldn,,irnri'rrh:,ri,l,'rth.,si, I66 sr.A. hav. (,bt,incd.s(.,s .xemptr.)ns siim{,or.lhi n. Sl.,{. rnrr\ ( aprrllrzc rh,,rr , :, r,,* pavm(.nls
ri S(t l,h..s//rl,/,r7.1 r\t 1,nnttry .tlettutl lt,, Sr,r,"/:, 

",,,t 
t.,-u .|ss,, r.,/r,,rs. t,ni1(,d Sralcs Savrngsrrnd Lorn L.rrgu,.. Il,;it. p. l0:l

; ..\ ,i'urth llt,.rr)r!tr!,,rs thar lhr, 1,,n,i, r p:,1 lhr ptrtn,r(y lrx Jnd (hirrBr rh. paym.,nt lr) rh{,L)anrrccount. trndlr thi. proodurr,. rht tnr rost, ," .;,., ;,,"x t,,ans for thr ir,,prrty tax at rhr conrracrri,tr,on th( nnrrt,lrso. M,)st SLAs,t,, n,,r r,*. trr,, 1,r,^r,dur,. s...,ri,. ii,. mort,{as(,s arf thont(r'hni(rllv in d,,U,ult unrrl th,.,rdvxnce i. fu r- ft,p,iidx 'lht rarretv,)t m,,ni(,).ns pr.crriur.s b,, r,:r(h-t,,n(ti,r hxs hren d,,(u, ,nn,d $irh qurstx,nnnirosur!e\s rn th(..tudr,.s rirr{l rn lt(.ti,r(.n(,, l}
lr In irddrtr,,n r,, rhr. (,,ncepri.n.r .r.,r. r.vcrar ,,frht .rud)es *hrch ha!r,fsrrmated thr..ir!cragrpl,)fit p{ r, { rl,$ rrcc,runt hart Lrvrl .ur!1,,v di,r.r t,, (i.t,.rmrn. rh" :u,,",,g" .,,.t..nftho n(c,unts.\i r rh.r,r'sr.'n: rn the sur\1 v. r,r 1,, ,rrrtlnAursh l!.r\\ra.n mr.;,.ir .,;J],",,,,,g".,)st (onsrdora-li{'ns rs.B{ll rrs thr',,pp.rtrrnitv rr^t,rfarrtrnativr -,,,r,..r"g}',,.r.rr.,ls.nd rhe arr.cation ofovlrht,ad txpcnsls

Itt 'f.nr-vkn.*l(lgr'.n.n.ofth.surr.rsr,)nducr{.d,,nrhi 
us.(,frsrro* a.counts hrve,,trrnrprr.d tord(,ntif-v h,,\\ th,,SLAs dc(rdrd rh,, t,:rns rrn *hrch rtr,,v ,ri[ ,,rivt, ttr,.-,,..:r,,* pu1.m"nt. It i* -y.,,nt(,nti('n lhirr rr rs rhr 1oB rrsk i,.rn.,,n *hr,:h rhr rrr,,* patmtn!. hat,. bcen *.arv.dll In,rddiri,)nr.rh,.;o\r,rr(,s.d,,r.fiirrh,,t)r.trrrt,,fr,,turnbr.r.(irl";..,"jpr,.",,Xi-rrt 

inctudedl2'l'h,'nunrhrsrD(,,tun)n2$('rehir-td.nah.rrdt,unr,ftr,"",.s,,l"iJi.,r",n(,achsrar(,shich
hrrd a non-z|r,, r'scro* barnn(t ,'n Jun.30, r!l7r). Nin, .f(he incrudcrl a.s,*r rrons had nc*,,rrvel,all|nces in lhrs I'cr,)unt on thnt (Lrrc

l:l I'h{, 197;J studv },\'thf I.t S. S,vings:rnd t,,an L.rrgue r.stimatcd thnt I6.1,7 of SLAs usr.d the.pitnlrz.t.in nr.rh,xr Ifrhis 
's 

xn rrnbr,st'd.strmatil,,rrt'. p".*."t,,g,.'rr,,,t."piralizo paymrnts.rh.n rt is pr.hirrrte ih,,r m,)sr (,l rh,. ti iJ,, ,,1 rh(, st.,\. ,n;; .;;;t,. ;;,,, do nor hav.,,s.ro,*..r,1a,ur'r-. u-.. rh,,.rl,rr.rlrz,rrr,,n rr,,.rh,d
l1 tirrin this(,,lur.n,,mirsrh(,s.sr-As$hrrhcaprrrrrrzersrr.*.pavmcnrs.,ndrhusundersratcsthe
., numb(,r1r'sl,'^s shich pri)rid. rnl,,r,.sr,,n escr,,!! parnrrnts.
Ir-' rh(declin('rn, *,*hrrnn(,sin,)n',,r'rhrsrsr:rt(ssrti:,mandar(,ryinri.r.struw.carifi,rnia.may

(rrlrrinlv bo m'(,ft rr rcsult ofr.(r'nr !,,r, r n fi,rendum" r.rttr.. rrrun ri".,,n".q.rence ofth(, int.rtsrplvm('nt ltlle



Conceptual Lags in Retail
Development Policy ar can the

t House saveeCar
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ter Whi
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The disparity betr.r'ecn the federal concept ofretail developmcnt and reality
is reminiscent of tht' old farmer. blissfully unaware that things have
changed and continuing to look ftrr barn doors to close so the horses rvon't
escape alter the barn has already been demolished to make r<tom for a new
subdivision. As Figures I and 2 show, central business districts had bcen
losing importance' as the primary retail ccntcrs of Ame'rican city life ftrr
morJthan twenty y('ars when, in 1970, the ('ongress dcclured that lapid
urbanization and rural decline rvere still problems.' It has taken yet
anotht,r decade for it to admit that the nature ofurban growth has changt'd.
As the White Housc's 1978 urban policy stiltcment says:

Three major patterns ofpopulation change can bc traced in the Nation today:
migration from the northeastcrn and north central regions of thc country to
the south and west; the slo*'er growth of metropolitan art'ns and the move-
ment from them to small towns rlnd rural arcas; and movt'ment from ct'ntral
cities to suburbs . . . Today's widt'spread population loss in the Nation's central
cities is unprecedented . . . the thinning out process has left many peoplt'and
placcs with severc economic and social problems. and without the resourccs to
deal with them . . . Our policies must reflect a balanced conct'rn for people and
places . . . to ach ievt' several broird goal s: ( to ) prcserve the heritage and va I ut's
irf our older cities: maintain the investment in our older cities and their
neighborhoods; assist newer cities in confronting the challenges ofgrowth lnd

By Brian J. L. Berry

Paper pr('pttrtd for th(' "Shopping Centtrs U S A ' Conf('r{'ncc, co'
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FIGURE 1
DECLINE OF THE CBD AS A RETAIL AND SERVICE NUCI,EUS OF MID.

WESTFIRN SMSAs BETWEEN 1954 AND 1962
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FIGURE 2
REGRESSION RELATIONSHIPS REVEAL THE NATIONWIDE TREND OF

CBD DECLINE
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pock(,ts ol povert] . . . itnd provide inrprovt,d housing..job oppor.tuniti(,s itIr(l
community sorviccs to tlrr. ur.ban poor. rninoritios. lrnd u.rrmen .. Il.tht,
Adnr in istrrrt i.n is to holp citit's revitirlizc nt,ighlxr.hrx*is, rlinrin,t. spr.rr*,1.
support the return of thc ntiddic clirss to ct,ntral citit.s, irnd inrpr.ovc tht.
housing c.nditi.ns ,l tht' urlran poor it nrust incrcast, tht, pr.clucti.rr .r'.t,rv
housing and rchabilitati.n .l t,xist ing h.using lirr. midd I. clrrss gr..u ps itr . it it,s... \\i.shoLrld ftl'or plrposirls suppor.ting: iltcompart conrmunitl.ri,r.t.lop-
mentovctscilttored.fr.:rgrnt.ntcddevt,l.prrt.nt:andr2rr.t.itrrlizirti.nrr,,.t.r.nr.rr
dcvclopnrt,nt.2

,Just as tht'rc was , reirctivt, l'('spons(' to tt.y to r.t,vt,t.sr, rrrritl t, rrr.l,rrr
migration and rirpid urban glrrvth in lS)?0. todal.tlrr,rt,is ir rt,action to
outmiglation rrnd urban dccline. 'lht. firllorr.ing itpl)(.irrs in tht, \\'hitc
House's proposed Ulban ( 'onst,r.r'at ion I)olir,.r,:

'fhe primaly objectivt'. . . is to (.ncr)ur.irgo through approprnrtt, !'t,dt,rirl. Strrlc
and local irction, the rt,devclopment and or. dt,vt,lopnri.nt b.r, tht. pr.ivat(,s(,ctor
of healthy ct'ntral busint,ss distr.icts in distresstd conrnrunitics (and tor r.r.-
ductet insrrfirr ls possibk'tht. Iikclihood rsic)that nrirjor.F.r.rlt.r.al actions u.ill
directly and stlategicallv lr,ird to tho construction ol lirr.gt,conrmt,rciirl clt,-
velopm(,nts that clearll u.cakt,n t,stablrshr,d ct,ntral busrni.ss distr.icts in dis-
tressed contmunities r)1. pt.()mote unn{.cossilr..v urltitn sprirrr I :r

(lr,rvth, so it ilppears. is t, bt,inhibittd *.ht,n urban inrpir.t an.lyst,s sh.,,v
that older cc.tra I busincss d ist.icts can't w ithsta nd tho c, rrr potiti-ve inr p.ct
of proposed new r.egional shopping c(,nt(,rsl I['the currcnt Whitt. t{rlusc
urban conso rvirt i,n- polic-v is as perceptu;rllv laggard irnd ,s c,nct'ptuirll'
bankrupt as tht. declarat ions olt hc l9i(t Housing Act. rvhich I ht,lierit. is tht.
case, then impleme ntation of the polic.l'u,ill oncii again ltt,thc rr,,rong thing
in thc wrong place at thc u'rong time.
'l'his article will (tr)revierv the changt,s in tht,nati.n's scttlt,ntent pattortrs
that are unft)lding today; rbt propos(t an irltt,rnartivc conct,pt ol spirtirrl
,rganizati,n t, tht'cBD-ftrcusrd model t hirt irpparcntl.v r('n)irins ce nir.ill to
the White-House policymakt'rs'thinking: irnri rcr suggr,st the emti.Jing
patterns of c,mmercial .rganization thirt art.c,nsistcnt rvith this rrlt"iin,i-
tive concept. Ont'can then atldress the ke.y tlutstion ol tht.proposed urban
conserv:rti'n prlicy: will th(,irtt.mpt to undergird centrirl husiit,ss d ist ricts
in distressr,d conrmunities rr.ot.k I

C HANGING SET"TLE M T.] NT PATTF] RNS: TH E E V I I) I.]NC E

Since World War II, there hirs been a brt,akdorvn ol the nation,s trrr_
diti,nally c,re-,riented settlt.mcnt patt.rns on two scirlt's. I nter.rcgi'nrrl ly,
the heartla nd-h intcrland organization of tht, t,conomv irs a rvhoit, is noiv
giving rvay to a pr'('eminencc ('f t he sunhelt. lnt r.uregionrrllr.. the cent(,r (.itv
is rvitheling in contrast to the suburbs;rnd the ruial p,,,:iph".u.
This is a rosu lt ofthe changing loczrtion of industry antl of.jolts. For tho lir.st
half of tho twentioth c(lntury, the no rt ht,a stt,r.rr manu{iicturing belt irc_
counted for so me 7Ulr of the nirtion's industr.ial .nrpl,ymrnt. Betrvet,n l gJ-r0
and the mid- 19ti0s. manufitct u ring jobs cont inued io groiv in tht, northt,ast.
but the gxru th \\'ils mor.e rapid in other. r.r,gions oi tht, countr.v antl tht,
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mirnutirctul.ing lrt'lt's telativc shirrc f't'll to ir6'ri. By 1970 lelirtive dt'clinc
had bt'en replacod by absolute lttsses. !'rttm 1969 to 1977. the manufilctur-
ingireltl,stI.7nrilli,nindr.rstriirI.j.lts.alm.st.xactlythe.i.bgl'ttr'th,f'tht'
{irlrnt't' hintcrlirnds.
Similirr shif'ts havc takcn plircc intt rrregirtnrt llv Bett'r'cn ll)47 and l9It8'
centr.tl citics of thc Ne rv Yor.k r.egion lost 6.(Il of'the ir man u{irctu t'ing.jobs

,rjh"r"r" tht' subut lts girined i37.2'l . In other hcaltland citics comparablc
figult,s rvt're : ('hicagii, city l8.l-r'l and subulbs 41) 4'i; Philade lphia'

'i0.42 
anrl 16.4.,i:St. [,9r.ris, 2l.l,i and 41.7/r. (]ontinuing from 19513 to

1967. the figut'cs ate : Nuv York. l0.jl'? and llii.0?; ('hicago' 4 0/'? and

I-)1.6'il:Philiidclphia. 11.6'z and il0.u,,:itnd St. [,ouis. 14lY)i l.nd'41 4'l '

'[r'adit ionirlly. thc nrit jor centrnl citit's rtf the manufactulrng bclt rve rc--thc

."int".. ,,f inn,,utrtion.'They rverc able to intrtlduct' nt'rv industries to ofTst't

Iosses of sta ndir r.dizcd indu.stries t0 cheap-labor are its t'lservhere. But th is is

no longet.thc citse..lhe rconomy's lapid grorvth industrics (t'lectronics.

u,,.u*pii.", ."i.'ntific instrumcnts' r:tc. ) at't'dispcrsr:d tht'oughout tht: fot'me-r

interrogi,r.ti,l an6 intrarcgional peripherit's. It is the older sl'lv-gr.wth
industriir:s that remitin in ihe lormer cores. Employment in tht'se remain-
ing industlies is extrcmcly scnsitive to cyclical change in the economy'

compounding thc distrcss of northe'astcrn ccntrrll citics rvht'n the t)conomy

is in'roct,ssirin. But rvhat is cven more critical is that the c<'ntral cities ofthe
frrrmrr manufirctut.ing belt appear t(, havc Iost their trnditional scedbed

lunctittn. 'fht' locus of innovation and gl'owth has shiltcd elsclvherc'

MIGRATION _ IMPORTANT SOURCE
OF POPULATION CHANGE

Job shilts have bcen accompanicd by population shifts. Following the bulge
in thc popul:rtion pyramid formed hy the post World War II baby boom,

therc has'boen a dciiine in lertility rates to less than replaccment levels As

natural incrcase has diminished, migration hzrs become an increasingly
important source of population change, which has becn intensified by thc
morement of the biby boom cohori into its most mobile years ln all
urban- industrial couniries, a cert.Iin minimum amount of geographical
mobility is a stI'uctured part of the Iifc-cycle, with the grcatest .rates
associaied rvith the stage it which young adults lenvc the parental home

and establish an indcpendent houschold shortly after ftrrmal schooling is

completed. The baby troom cohort is now passing through this stage, and
through the subscquent period in rvhich spatial diffcrences in re'al wage

ratcs and in cmplJyment opportunities provide signals that cncourage
economica lly-mnilrot"d migiition. This migration not only increases the
rvell-bcing oi'the movers thcmselvcs, but also results in improved resource
trllocationl Thus, job shifts in a period of maximum potential mobilityhave
rcsulted in increised net migration from manufacturing belt to periphery,
for both majority and minority membcrs of the U.S. population'

The South has experienced a dramatic and accclerating migration rever-
sal. Within regions, the balance ol migration florvs is au'ay from centlal
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citics to suburbs and exurhs and from mctropolitan to non_metropolitan
areas. 'fhroughout the nation, migrating *o.ke." have left jobs located in
rnajor metropolitan corcs fol workplaces in smalrer urban areas, suburbs,
and nrn-metropo lit. n Amcrica. Since 1970, the Northeast as a whole hasIost population, a result of decreasing natural increase and of the netmiglation leversal; in the South coniinued high levels of growth have
occurrt,d, desprte declining natural increase, bo"rr.rro of in"creasing in-
migrrrlirrn.
As a..tcsult, nonmetropolitan rreas aro growing more rapidly than met-lopolitan arcas and central citics are decliniig, 

"specially" 
within ihelrrrgcst mctropolitan r-egions. Th i rty , rf the n at io nYs fi fty largest cities havel,st population since 1970; ,nc in five registered u io"" olat least l ozr

bctrveen 1970 and 1975. Because the incomes of outmigrants were greater
than those ol immigr-ants, the income loss of metropoiitan areas (gain ofn,nmetr,p,lit,n iir..s) lvnsovorgl7bilionbet*een 1g75and lgrzalone.

MARKET.ORI ENTED ECONOMIC ACTIVITY

Rctail nnd se rvicc shi['ts have characte ristically fiikmte<Urom population
and incomc shifts; such is the nature of market_oiiented economic activity.
Indeed, thc high mobility rates characteristic of the retail and serviie
sectors of the, economy make thcse sectors cxtremely sensitive barometers
of changing market conditions and of shifts in business organization andpracticcs. Wherc markets are growing - as in the sunbelt, in smaller
towns and cities, in new suburbs and in nonmetropolitan areas _ births of
new husinessc'.s- and expansions olexisting ones exieed business deaths and
contractions. 'fhe trade and service sectoi is also expanding in these areas.
Wh,e'remarkets are declining, as in the snorvbelt a.ri in lu.ge. central cities
:rnd older suburbs, dcaths and contractions exceed births and e*pan"ions
and the trade and service sectors are declining.
In growing marke,ts the concentration ofbusiness in larger establishments
has. been increa-sing. Chain stores and national ly_ad-vertised franchise
busincsses have been better able to respond to the ciranging market oppor-tunitics byjrining with real estate developcrs to u"" noi piun.rua u".i,i"."
centers.rs instruments for structuring nerv residential giowth. They gain
the advantages of better corporate plinning, national aa"".tl"i.rg, ea'S".
financing,.and an ability to withstand tempiiary market perturbalions. In
many markets, major new t: nclosed shopping malls primaiily hor." .t,ui.r.
a_nd franchises and have replaced traditional central business districts asthc retail foci of rapidly dispcrsing metropolitan regions, setting the tone
for surruunding rt,side nt ia I areas.
Meanwhilc, traditional. shopping streets and classical unplanned business
centers continue to wither away in older urban neighboihoods as popula-
tions dwindle and the relative incomes ofthose left b;hind decline. yet thethrust ofthc White House urban conservation statement is that the most
market-dependcnt sector of the economy should become the instrument of
neighborhood and inner city revival. If only new shopping center develop-

64 Real Estate Issues, Summer 19gO



ments can be contained, the argument apparently continues, centr:rl busi-
.rt"" ai.t.l.t. will once again-assume their proper I'ole as the hearts of
trijn ae"sity cities, the ct'nters of innovation and control' and the middlt'
cliss will once again want to live in the city'

This, surely, puts the cart before the horsc 'lob shifts have joined with.a
successful .taiio.ral housing policy - oriented to promoting household

wealth through homeownerihip, improved living corditions via ntw con-

"t.".tio", 
a.rii.t"rea."d effrciency by means of mobility - to facilitate the

;;;;g;";" of low-slung, far-flung metropolitan regions and a nerv ftrrce of

",1l.,&r-u.ba.rlration: 
'ihe transfer of ncw growth to some of the most

."-ot" ,"a least urbanized parts of the country The settings rvhere this
gr.r*th is now occurring are exceedingly diverse They include regions

Sriented to recreation in Northern New England, the Rocky Mountains'
,.J tt " Upper Great Lakes; energy supply areas in the Northern GI'eat

Fiuin. r"a Southern Appalachian coal fields; retirement communities in
ih" Orurk-Ouachita Uplands; small manufacturing towns throughout
,nu"fr uitt" South; and nonmetropolitan citics in every region whose

economic fortunes are intertwined with sterte government or higher tduca-
ilo". Oiftu. .o"tributing factors appear to be changes in transportation and

communication., .".nuirg many- of the problems that constrained thr:

growth of the periphery, thus peimitting decentraliz'ation of manufirctur-
l;; "; th" i.,&pe".ire land ind benefrtting from the lorv rvago rates of

"n'n 
--.tropot i iun areas The trend towtrrd earlier retirement has

i""gth"""aih" interval during later life when a persrtn is no longer tied to a

"pu"in. 
ptu"" by ajob. An incieased orientation at all ages toward leisure'

u.tiuitle" hu" t"en-caused in part by rising per clpita income' centering on

amenity-rich areas outside the daily rangc t-rf metropolitan cnmmuting'

EFFECTS OF TRANSPORTATION AND COMMUNICATION
DEVELOPMENTS

These are but symptoms of more profound forces The concentrated indus-

trial metropolis oniy developed because pt oximity meant lower transporta-
tion and communicition costs for those interdependent specialists who had

to interact with each other frequently or intensively One of the most

i.pn.iu"t forces contributing to counter-urban iz'ation is the erosion ol
centrality by time-space .n.,r!.g"..". Virtually all technologic:tl develop-

me.,ts oi intu.trial times havJ reduced the c,nstraints of ge,graphicarl

"f".u. 
O"""top-ents in transportation and communications have made it

pissible for each generation to live farther from nctivity centers frrr these

lctivity centers to disperse, and for information users to rely upon informa-
tion sJurces that are spatially more distant yet temporally more im-

-"diut". Large dense urban concentrations :rre no longer necessary lor the

classical urbanization economies to be present. The time-el iminating prop-

"riies 
of long-distance communication and the space-spanning capacities-of

the new cJmmunication technologies are combining to dissolve the

agglomeration advantages of the industrial metropolis, creating what

",ifi" 
no* refer to as "an urban civilization without cities" The edges of
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mirnv oI the nation's m('tr.opolitan svstcms hav(,pusht:d one hundrod nrilcs
and nrole.f rrrm declining central cities. Today's ur.l)iln s.vstems itppt,ar to bt,
nrulti-nodal. m ulli-con nt'cte d social s_ystcms shtrring in national groivth
irnd ofli,ring a varit'ty of Iifi,st,vles in a varicty ol' r,nv it.on mentsa. What is
bcing irband.ned.rc th.st,r,nvironments that rvcrt.kev in thc tr.aditi,nrrl
mctr,polis-driven gr,wth pr,ct.ss: the high-density. c,ngcsted, flace-t,-fuc.
ct'ntor city scttings thitt art,now pcrceivcd as rrging, polluted and crime
ritldt,n. rvith declining st,r.vices and employmt,nt baies and escalating
tilx(,s.

THF] RETAIL RESPONSI'

Allt'ad.y tht're has bct'n a rt,tiril r.esponse. far aht,ird of White Housc t hink_
i ng: tht,me centers ar.e m u lt iplyi ng in special locations: o lder structu r.(,s ir ro
being rchabilitated ftrr ust,irs specialty retailct,nters. rrs in Utica w,hert. thc
frrrmcr UNIVAC building (now Charlcstown)was transformed into rr mall
contirining lactory outlot shops; :tnd, whert. conditions are right, somc(llll)s irre bc'ing private Iy r.r'generated. Contrar.y to common expcctation.
t,nelgy f'eerrs have not sloivt.d shopping ct,ntt,i dt,vrlopmc,nt, 

'shop1tirtg
(lanltr I)i!.!ast reportt,d t.arlit.r. this -vear that 6jl nerv malls u ith 

',rvtli
400.(XX) square fcet ol'gross It.irsrrblt, ai.ea rvill have (,pr,nr.dduring l9i9,7r-
m.re rrre_sthoduled ftrr.pt,ning in 1g80. and 100 rrr.t. i lrt,,d1. comm itt"d f,,.
ll)fl I rrnd he-vond.

Many mirrkets arc saturtrtt,d today, and devt,lopt,rs at.r looking frrr such
things rrs bypa,ssgd infill opportunities. Much oi'the currt,nt eiploration
relat.s t, p.ssibilitit's firr rcc,nstructing dett'ri,rating suburban cBI)s ,r
,ldt,r d,rvntorvn arcas rvith vilbl. surrounding tr.adir.reas. Tht,rt, is irn
incn,irsing t'mphasis on mixed use, including rlccrt,trtion, communitv irnd
cultulul stlvices, art. music. and food. czrtering to t,vening and st.tlke nd
activitics in appealing t'nclosed t,nvironmt,nts.
S.m. indust.y spokesmt'n suggcst that at le irst l0ri .f'nt'* mull activitv
rvill bt, in older central busincss districts in the nt,xt lrrv yrars. rlt,rrrly
dcmonstrirting that thc industry is t'ay ahcad ol'thc Whitc House. LJnlirr-
tunirtcl.y, tht'Carte r c,nst'r'virti.n p.licy's focus,n communities in distrt,ss
rniry distort plivate mirrkt,t activity in rvays thtrt rt,nrind us of Gresham's
Lirw,ol t]rban Polic-y rvith rvhich rvc are irll too firnriliar. Meanrvhilt,. in
ccltirin mt'tropolitan irrerrs - rvherc too gt(,irt lrn (.xccss suppl.v of nt.u,
housing hirs not been crt,utt,d irnd rr here a modt,r.n olfict, sector-ha-* creirtcd
nt,rv.i.bs lir. young pr,lessi..irl nrtlmbt,rs ,f the p.st-\\,,r.ld \\'ar. II hirbv
lxxrrn. gcnt,r'at ion _- privatt.nrarkt,t rrinvt,stmont irirs hecn tak ing plirct, in
ct'r'trrin.ldt'r'neighlxr.h,,tls irnd has supp,rtt,d spccirrlizt,d retail iind scrr.-
ict,glorvth.

THT' CHANGING FAMII,Y

'I'hr.t.sst'nct,of this has irg;rin ht.r'n on the demlnrl sidt.. Nt,rv higher-incornt,
young homerlrvners not pr.esst'd by child-rcaring. rvith trvo u.or*ers (one or.
lr,th 

'f'r'h.m muy bt, , pr.,fi.ssi.nrrlr preft.r. ncighh,,r.h,xrds in the innt.r c it'
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with geographic clusters of'housing structures. capable, of yiclding.high
n,.,,ili& ..lrui"o", tt vilriety trf public--good amenities within safe walking
;*;,;;i'.: ,,i ;h;;i'.r,.",i" und a'range'of high-qualitv rt'tail lacilities and

servict'sr including l'ostaurants, theiters. eic" These prclerences frrllow di-

.""tf,nl fi,r- life s(le and compositional shifts- The c,-'ntinued devt'lopment

ni lnr.l.i.rn socit'ty has ."",.,it.'d in incrt'used economic parity for women;

lni. ,'t"fri"" tht'm io have thc option of rult's other thrtn that ol housewife

;;,";;ih.'. C.nsequently mcn itnd u'omcn lead more independent lives'

andarcabletot'xt'rc'isemore,rptionsrnIift'lncreasingnumbersofcouples
iir" i,,s,,ih., .t ithout the lormril t ies of ml rriage The d irect and opportune

.^J ,,f""frlfJ rearing is rising' birth c"ntr''rl teihntrlogy has improved.and

,ir.ii,,. i"*. f,t,r" ii"ot Iiberalizedl hence thc. birth ratc is dropping There

"a" 
in.:t.'r"ing numbers ol families with two or more rvorkers

CONCLUSION

Rcvit irlization. then. has been taking hold first in suptrior neighborhoods

i., th,,." metrop.lititn areas rvhich liavr: the tightest housing supply and

.ijf,i.lt uto, have a sizt'able' cluster of professional jobs that support the

,,,,it.htrl col lese-cducated labor force m.st likely to evidence life-style

i;,fil. S-;ii;; n,u..'t ota= roquire less space. The fluiditv of houscholds

unJit ,, t,rn.o. t"gal links among their members are contrary to the rigidity
;aa";;,'" ,r.sn"iiit"d * ith oivnt'rship Tht' maintenanco of a house and its

srt)unds is too timt'consuming,rnd fnr p.nplc rvho must work' there is a

;;;;t;; pt.'i"t*n.,' lrrr aprrltmt'nts. ru*, "i tu*n h'ruses and innovativc
In.r"" ,i io.ig", as well as expcriment at i' rn with frrrms.of tenure such as

.n"J,,-i"iu"i. ,ind cooperativi's s'hich prcserve some ofthe tax advantages-

"i'"tt.."i."frlp 
but provide gre erter liquidity and increases in new forms of

"r.,.,,.ii.g'u,', 
u.,g"me.,t. 

'f,rt 
the oferation and maintenance of housing'

fi., j.,,tu,ns attlrictivencss of more central locations in the cort'city and

tfr.j,ita". "ribr.b, 
followsl tht're is an appropriate stock of housing and

,a""""1,, ,".rla"s as rvell as l.cational conveni-ence for thejourney^ to work.

S;;"; ;";i' ui th""" houstholds have' no children' the racial factors of

."irr,,f ,"i"g.ot io n do not act as t hey hilve i n the lvh itc fl ight to the suburbs'

,q"J ,,rl ,,fltii.' nt'w Iife stylc being creatr:d in old neighborhoods a new

"nui,-"ni"""t 
of opportuniiy for reGil growth has occurred and is being

realized.
An irnportant principle of retail and service development is thereby illus-

i.,,,.:Ji;ff-," oldt,r hierarchios of retail centers were a product of access-

.n.,"t.uln.'a mark('t orientation offacilities of different scales' As access

",r.l,,frl.'" 
ttr"" dcclined in r.lativt' significance' the advantages of

snecralizing ttt mtt't the particular net'ds iifparticular local markets' or of

,.'l,ii.r'f.,i ?,".,.,,poIis's'id,: market segmt'nfs, havc increased As the me-

i.,,p"ii- n,,..pr'.,rd,,nd dilTercntiated, so has the retail and service oppor-

irriilv ,q"J o'" f,,. the years to come, so krng as a high degree of mobility is

.niriniuin"d therr rvill be. continuing rt,sponsiveness to the changing

".'-r. ,,i irpp,i,t, n it ics and ofconstraints lfa principle is at rvork' it is onc
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(rfopprrrtunity-srekin{ and constraint-avoid.rnce, which leads directly tothe conclusion that the neratively-form, frt"J-Cr.t"i ionservation plancan only rt.sult in t.v,,ryono-h.c,,rii.g ;,;;.;;n -' "' "
A creative policv shifts incenti.ves, creating attractive market oppor_tunitics that, ifrealized, also ach.ieve tf," "rrgit*iiJ. gnot.. fl,i. has beenthe exampte of the nation.,' n-,,r.i.g ;;it;;-i;;'ir,! r""t b0 years.Nt'gut iv.ly- ftrrm u la t.d systr ms ,r r"gutlt i',,n.'nii *r" ,ir,". tl.a,'r:,Ji;;1";t. ay,,16, n"". and irv,,iianct, hy p.Troi..- d.;";i;;;.:';;i'it;i;;.il";;lmunities can only drcpen the -rlri"" "mi.tl.g ifi"'Cfi'Os that thc WhiteH,,us1. (.,,n.,,.rrt i,,n p,rlicy ;. 

"rppnr"a 
-t 
l-r li,:;?ri;. -""

RET'ERENCES
IT}t,r,rprd*r"trth,,furl,anp,,pulatronand.unevenexpansi.nofurbandcvotopmentintheUnited

strt'| s t"srrhrr with:r d.crint in farm popurrti,". s"*i,. gi,"dii,i,i,r"J**". 
^"a 

*r*rari(,n to theciri"s h"r Lr('.red rn rm',rr.rnnc r,"i'u.r,n tto.rtir.rJ".'"a'"'""a''li"''il,"ur""o" and scriousrvrhr(at'ns(,urphvsicar (nvironment.. rr'. ti,"gt".'". J""r".* .iri'ir'r,'.rronar urban growtilpur'(!.h,,urd 
"_rar,,rp,rrr,.rnsorurr,"",,,,,,,,.,ia".',,,;;,r;;f,;r;;;,;l,,,d.tab,riza,,,,nwh,ch,,,l.r,rrrnr,l'.,,falt'.rnlrr!,.tiralr,rns 

" 
hr.ll n,verv r., 

"a.l,,f .,*Ir,,,,"',,nd physical gr,,wrh.rn-rl (,,nrpri h,.n.'v,.tr thr. pr,,t,lpms ,,t p*,v,,rty and .,mpl,,ym"ni .. ,,",,.,rt"a with drsorderlvurr,rnr/irr,i, ;,nd rurrrt ,t,,.tin. o,,,,t,.d ir,,m s""r,,,. z,,I ,,ii,ti" Vit;il; H,;.i;;.,,J"U;;;i. Do!rl,,prn,,nt Aet ,,f tr,7n rl,ubticLaw 9l rj09.84 Stat r?si, ar'iJ.!.i:.'i; r ,2. (lu,,rcd fr,'m Prcsidrnt r.xrrt.rs Urri',n.,,.a,u,,,i',,^l);;: ,i;;,::.: ;."iY'" rnd R"gronar tr'rrc} (;roups Murch re78 r,p',rt. A .v.,t, q,i,,i.ii.,i,"-'lii*:'rlii:'ii;,1'fli:lFil#,#iilii:o:,fl.Ii;,i::.,1 
1:1ff,,,;lll;,,,",""ircurared in rhe

zl. In cont(,mlxjrary theorics of land use,,thft.(. ..rs of v_rrrablts are jorned to (,xptain the bid,rcnts ofp"l'i nrr:'I1 '(1'uprnts rhar urrrmxr.rv n,r.th( l,,,rr.rn "fr,nd vnr;,,*'rri,Ir,,",,, ,r,. rrra rsr map. Thefir.r ,,i.th,.{, r-,,,.re-.,hrrrtv t r.rdrtr'onauy m,.,r,*a,_ a,.r,,",,.-i_;l;;i:.i; r)nForth(.d,srrersinsrci,tur,.",,r(,,nrrmpo*,rv urr,,,n c.on,,mi, s ,. rr,.r tr," ,,,J,,i* r"*;ii ;; ;;:,,,il,":.";;:;i:i;Xir.,m,h'"p.,rtr(urar(.rs,..rrr,..,c,,nas,.r,,r",,;;hl;;,1;.;.i;;;Trlli,l_,ii:,i".,*,,*rrrr,,.._*,"
rl, rri.t 

'n R'(ardran rh,",n,.s,,f land us*. hur atso,- 
".l.,"",lrl,i",lnnju*n "" 

ou*n.,,.,. rl^ornHurd r,,.tt,,-vr h,rvo rmph,,sra,d arthough n.r ,.a"p"ra.."iiy 
"irit",iiiiu"n. u*r".n,ri,i"". ru,ru.xtent rh,rr rraditionar c(.nrraritv h,s r,.,....,,a"a'r,fi,..:1_r;;'.;;:;;,:;.. variabres in rheseother t*r, scts - envir(,nmcnt ,nd u-,.n,ty _ r,,""',"..,,..i.i'" l;;;;;:" in determining thestructun",t rh, 'mrrsrn{m,.rri'poris.wt.,i'.,.p".,,n.u,a"rr.",,,i,iii',l'ur"ri,res,rfamonrtresJncr,,xt,,rn.,trrr,." \arthrn rh., *h,,te rarhr.r rhan retarr,,. j,"",.;,,; i-,"i,,.,"rr ..n,". H"".,,,r,umullr.n,d:'I. n)ultr.ir,nn,r.rr.d qrat,r,,,f ,,,.r,,m[.J*;;,; ";:;;;1"'"""'
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Are We Overbuilding: Is Large

Gobbling Up Small?

At tht tirne this article was put togcther, the word "is" wus ct'rtainly good

^"i ,pp,:,,pt irt". By mid-Decemb;r 1979, trvo mttnths aftcr Paul Volcke r

;; ifi; l-i'd .hrng.d their rvholc attack on inflation and in tho proce-ss

I"u.'i ,.ti,if iy jiiei up the long-term mortgage market'.the question might
L"it,'. t,,,u" tu"n asked. "WilI large gobblc up small?" As frrr "is" 

- cur-

.""i1; t';...t'- - . As llaniel R,,se, tliiE says, "Money is tht,ne building
matei'ial ftrr which there is no knttwn substitutr: "

This country seems ttt have a profrrund fear ofthe BIG rvhetht'r rclerring to
Uigi,if , frig iabor. big corporations' ol big shopping ccnters on the one side

nitt., .,ril-r. continucd grorvth to mammoth ii'" "nn 
be most accurately

;;,ft;J ;; ihe abllity iif an entorprise to servc.its marke t well - and on

if,!-,nt,*.ii", the bigger the opeiation gtts' tht morc vulnerable it be-

""-.,. i,, tt .' v"".rg".,'ih" smalli'r, thu fasier afoot' quicker to respond and

Iess well ticd up in red taPe.

MARKET FOR THE MINI.REGIONAL

The day of the superregional shopping center.has come' is he're' and is

.t ,itinI tn t"u.t". Ti, bt'"uccessful, the f-rve- and six-departmont store center

"r i"aro6.ooo square fect more or less needs to find an underserved and

.rpiJfv g."*i"g marrket area. There rvill continue to be such areas' and

ini." i" iil continue to be new superregionals created - but today the smart

a"u"i,ip.'.. ond th" smart moncy who are thinking rcgional at all are

thinking about a category the ULI has not invented yet - the mini-
;;;;,ii ihe.e -ini-.eigionals, incidentallv' are not going into Houston'

By Brut t' P . HoYden , (1 .R .[')

This pr,pl r trJr prc$ntrd:rl lhI Shopping I ' nt|rs USA '1'nf''r.n(r rnd
*,rr r"' i,,r'r,'r" i In J furth(r'mrnr bouk h\ rh'' t \'nter f"r I rhijn Ilrlicv
Re*,arch. Rutgers University

Bruce P. Hayd€n, CRll is President of Hrtyd('n Associatcs. lnc a ( on_

.".41*, ..ri".'"r,. firm specializing in crruns{,ling for corporat0 rt'al

".itrt.. 
e fnrrn". ri." prcsidcnt ofConnetticut (;cneral Life lnsurtrnce Co

resp,rnsifrlt' fix a $2". billion portfolio hc servos as Trustec ol thr' (lrban

Land lnstitute.
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Los Angeles. ('hicago irnd nolther.n Nt.rr',Jelst,r,- tht,\. irlt, grrirrg into('olumbiir. South ('arolinir; Drrnvillr.. Virgini:r: I.)ige nt,. Ott,gon;
Springficld. Missouli; 'l'ernple, 'l'(,xirs; and otht.r good snrirllt.r. trr
intcrmediatr'-sizt' d citit,s thirt *.t,r't. lirrgt'lv passcd ovt,r. tht. ljr.st tirnc
around.'['his is rr'hele tht.dt,rland and t]rt, rnurkt,t rtrt,olte n unsrtislit,d.
'l'hc big r(,gional. and in sonrt, cilsos (.\,(,n thc snlrllt.r.rt'gionirl. s(,(.tns to
have strikt,s going against it in all dirt.ctions.'fht'l itrt,u ptt hirtt,of the
r.nv ironmcn tir lists, ils rrr'(.tht'super.highr,,ir.ys at rvhosr. intelsr.t,tions tht,
superregionirls have tt.ndt,d to dt,vt'lop.'l'ht'1-;rrt, Ii'rrrt'tl rrnd dt,tt.stod bv tht,
big citv mavors not neccsstrrilv the biggest citv nrit.yor.s, lrut tht. rnrrvor.s
of HaI'tfirrd. Lirnsing. F-ort \\'iryne. 'lirlt,do. [)e s ]lointis rrll ,,l rvh,rrn set,
firrther devt,loprrt,nt of such (.enters irs litrther nirils in the collrn ol their
hopr.s {irt drrrvrrtrr"r'n l (,1{,\\ iIL

I.]XECUTIVE oRDER I2044

l'ol the prescnt Administr.irtion at loitst. tht'se mnl,or.s hirve ncrr.inllut,nce.
Witnt'ss tht'reccnt Whilt. I-lrruse pirptr.(,n thc ft,d,.rrrl role in shopping
c(,nter dev(,lopntent in tht. Iutur.e issurri under th(, hcading. "An tJr:han(lrnservation Policy." In irccordance rvith Flxecutivt, Ordcr 120.1.1. thc
tnajor agencies lrrs ordelcd to subject mir jor.progr.ilnts llnd irct iv it i(,s tt, tr(,\\
ulbrn impact rrnal-vsts airrrt.d directlv ilt stt.rngtht.ning tht,('ctrtr.irl Ilusi,
ness Distlicts by preventing the devclopnrcnt of outl.ying contpt,tition. An
interagency coordinating committee is to cr('ate ir task {'rrrce r.onrposcd of
t't,presentativt,s of'HUI), l.ll)A, DOT, thr,'frt'asury. irnd tht,small Business
Administration. Its eff<rlts are directlv to support r.evititlization t,l'firrts.
t t'tail and otht,ru'ise. in dorvntorvn U.S.A. irnd indirt,ctl-r.. undcr tht,guisr of
fighting urban sprarl l. to do t.r'e r..r'thing rr.irs,rnahlr, p,i*sible to discourirge
r'('gionurl shopping centt'r dcvelopmcnt that mighl thr.eirten or s(,(,nl to
thrcaten estirblished ()cntral Oity Busincss Districts in distrt,sst,d com-
nrunities. Evt.r,vthing frorl highway pr.ogt'ams. s(,w(,r pro!{rams. nlass
transportation agencirs. t,tc., rvill bt'involved u.ith thc requirt,d urban
implct anal-ysis. It l ill be gt,ner:rted rrt th(, r.equest of an-y citt. thrrt li,els
itself thrcatcnt'd. *'ith stnrng encourit!l(,r)l(,nt in the dirt,ctionirl'irlrnost a
vet{) porver in the hands of'the existing cit.y irgainst nt,rv ct,ntcrs outside its
limits or outsidc its (llll)

APPEAL OFTHE SUBURBAN SHOPPING CT'NTER

'l'here may bt,ir strong hrrnd o1"'big brothcr.knorvs best" in this. Al-tt,r all.
thc suburbun shopping c(,ntel. age has blossomed irnd prospertd not be-
cause developers had an,y porver to makt,prople conrt, tir thcir drxrrs. but
bt'cause the,y rvt're smaI.t r,nough to knos, rvhat thc puhlic. particulirrlv the
rvoman shoppt,r', rvanted - and then mrrde it avniltrblt,. Even in tht Iatc
Thirties, the president ofrr lt.nding institution carme to the conclusion that
"women- do not want to go dorvnturvn to shop. Tht,y rvlrnt to shop close to
home. Get us into the shopping ccntt'r buiiness.t' 'l'ht."e rvcrc his rvise
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instructions to the Mortgagt [,tlan Departmt'nt. X{ost rvomen - from coast

to coast - dt'plore the fact that tht're is not tnuch good shopping do*'ntou'n
anymore; but, with fer.r'e xceptions, they ivould not use it if it u'cre there Al
Taubman's Wcst l'arms Mrill in the southwt'st section of West Hartford,
flonnecticut, firr e'xample, hirs przrctically destroycd ret:iiling in New Brit-
ain, seriously harmed the oldt'r West Hartlirrd center. rlnd bt'en a m:rjor
deterent to i't'tail revival in dou'ntorvn Hartfirrd. The u'ome n say they drr

not like We st F'arms Mall becitust' it is so big. htrd to find stores there due trr

the lack of mall directot'ics, and tiring to rvirlk in; but they citn find rvhat
they want in the convenit'nce of'one-stop shopping.

There are a virriety of reitsrtns why shoppt'l's tt'nd not to go to Dou'ntown
U.S.A. anymort'- traffrc congestion. paid paI'king, perceivod threats to
personal xrfety - but the ft'dcral answer to irll of this is similar to the
iederal att"mp-ts to force the susan B. Anthonl dollars on thc public: "We

will just give them no alterntrtives. Big hlotht'r knorvs lrt'st "

DOWNTOWN U.S.A.'S FU'tURE

Is there a retail future fttr l)orvntorvn LI.S.A.'l l)orvntos'n hlts bet'n doing a
goodjob recently offinding out rvhat its futurt' is and should ht' frrr the last
lwo decades of'tire'twenticth century and tht'first thrt't' of tht' tu'enty-fi rst '

Successlul downtowns art' not trying to re-cl'eate thc downtorvn retail
dominance of'the 1920s. (lentral cities art finding new roles as centers of
community, cultural, recrt'ational' and mccting activitit's: irs governmen-
tal and major corporate business centers. rvith the clubs' the good restaur-
ants, the specialized retail, and the main dt'pirrttnent stot'('that. much ntorc
so than its suburban branches, still carrit's the flag.

Not only is thc pace of crcation ol new supt't't'egionals.slorving substan-
tially, but stores ofall ktnds and, therofrrrc, the centet's in which they arc
located. downtorvn or suburban, are gt'tting smaller.

The reason frrr this is verv simple - 
('OS'1. ('onstruction cttsts have lttng

been Ieading the cost-of-living index and continue to. lrnd all space us('rs
are havin!{ to cut back in order to bt' rrl>le to iifford nt'rv consttuctittn'
Merchanti are finding that they can mor'('t'flectivcly ust'tht'ir sales spact'

and personnel in smallel units: a 5C& biggt'r store which miry ol'may not
gene;erte I (I/r more busint'ss is a very expt'nsivt' thing.

TREND TOWARD SHEI,L SPACE

In an effurt to kecp costs in line and lending institutions happ,v. developels
of centers big and.small are more and more turning ovol'sht'll space to thtir
tenants, *ith th" tcnant l'('sponsible lor storefront. [1oors. ceilings.
mechanical and lighting distribution' ltnd evt'n the demising rvalls ilnd
their finishes. After this. tht merchirnt hirs to fixturt his store. get his
inventory, and provide the rr'orking capital n('ct'ssaI'y to got the rvhole thing
going. This is becoming harder and hardt'r to do not only firr the little guys.
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but for the national chains. Today's money rat(.s, iflong continued, change"harder" to "damn-nigh impossiblt,."
C'osts are hitting the major department stores as well. Thev tend to think
now not in terms of"bigger is brtter" but in terms of ,'less is mor...,"Ihev are
going back to 80,000 and 120.000 square-fcet stores, whereus beforeihev
rvere' thinking of 140,000 to 180.000 square-ftet. They do not do quite as
much volume. but they takt'a lot less cipital and gene;rate a bettei return
on investment. llvt'n the major department storo chains find thcir re-
sources for expansion severely Iimited. They may be able to find money for
five major stores and tcn smallcr ones scatteired nationwide in a given year.
Most have priority Iists going.scveral years into the luture on things-they
would like to do. and must select the most promising each yt,ar.

COST OF RED TAPE

Aggrervating the expense problcm is the incroasing cost of regulation and
approvals for all types ofconstruction. It is a frrregone conclusion today that
a zoning application will be bitterly lought with thc nearby nt,ighbor"s who
do not rvant itAcr.r, and the environmentilists who do not want it at all, both
noisy allies beflrrrt,the zoning board and the courts. Environmental impact
stltements. which shorrld he but are not yet accompanied by economic
impact statoments, are time consuming, eipcnsive, ind again subject to
challenge.

HOW FARES THE NEIGHBORHOOD?

How do. the- neighborhood strip c(,nters, new and old, compete rvith the
I'egionals? Very well, by and Iargt. It has long br,t,n lpparent to students of
the shopping-conter industry that the regi,,nals i,nd iuperrcgiunlls, as a
rule , do not affect the neighborhrxrd strip centers too much, unli,ss the Iatter
allow themselvr.s to run out of control and becomc too big. It has been
twtnty years or more since thc regional center includc.d a supcrmarket _
t,arlier they h:rd trvo or three. There may be a superdrug oper.irtion. but the
neighborhood-sty Ic drugstore, still doing a hugtl businJss across tht, coun-
try located ncar a good superm;rrkct, is not found in the regional center.
'fhe tailor, the shoc repair shop, the small gift store, Carvels, I.-r.iendly Ice
Oream may or may not appear in the superregionirl or regional ct,nter, bui
thry are the st'rvice facilities rvhich, together.u,ith the-market and the
drugstore, kecp peoplc coming back to t[e neighborhood strips.
'Ihe centers to r,ol'ry about art' those in tht, metropolitan areas thert are
classified ars community centors - 200,000 or :100,d00 square fcot, rvith a
supermarket and a discounter or two. If the mass me rchandist,r is K_Mart
and thc centor is not very large {as the K-Mart ccnters seldom are), it will
probahly do fine . Whon.it ge ts up to 200.000 or 1i00.000 squart, f't et though,it is lar too big to hold its orvn irgitinst thc neighborhood center frrr ihe
cvt'ryday needs - and far too smir ll and rveak to lock horns efft ct ivc lv rvith
a regional.
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CONCLUSION

Two of the most knowledgeable people in the shopping center industry
J".oJ tn"." views. Thc frrst one limited his comments on the general

,.r[io.]t ,,f 'n." *e overbuilding?" to saying, "I have' been asking myself that
io. iir" t,,.a ro.tv ycars, and I ihint ailasi the answer is clearly yes - but

the big are not going to swallow the small "

The second was the Iate Sidney Greenberg, a trustee ofCorporate Property
h;;.;;;;:,-;il iaid, "smaller stores and smaller centers generallv in

smaller cities are the clear trend. I think our shopping center industry is

l".J.A i,r. salvation not of its own choice We are going to be saved not

u".u"'"weareSmart'notbecauserveareunselfish,nothecauseweexer.

"i." 
,*v ."if."-iraint - but by the faet that the cost and lack ofavailability

"i-""i'v will tend to keep oui grecd and stupidities under close control'"
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SIPEGI]A\II FLEATUI,I]I E

Tips frorn Tycoons!
RrttI Esktr.lsxttr's in t r,<lut t's its nt,r'r',ranrn rr ith tht. rt,marks,f rt.n,r'nedt,,;rl,t,-\tirt',linrrnt-it,r. tlr,,,r,lopt,r and t.n t r.r.prcnru r. Arthur Rublofl. (,.R.E..
,,1 { htl.l}.1l' Irr thrs irnd cl,ll) )A.issxr,:. t\r.r,uns r|ill rr.sprrnd lo rlutsliuns
.sked hy l.ldit.r-in-('hit'l Jrrr.,.d Shlrr,.s.;l'ht,y,ll shrr*. a'few ,f ti,;i. p;.;;"st,crt,ts" trnd nritke sornt, futurr: prcdict.ions.

IlEl. ll,'rt rl,t tou thinl: thr,ntl lsttttt nurh ttill ptrfi,rrrt dttrirtg rh,,t.,,rnin1.7du rt,l,'/
AIt'fIIUR lt(llll,Ot'F: I irr. n.t .ptimistic:rlxrut th. r.lrl r.stirte markt,t tirr l9g0ht.cirust,ol high intt,r.r.st raies, spirirling costs,rfconsiructiun ,,na in,, gon_,,r:rl irr, r.r.:r",, in ,1lr.r.;.rtirrg t.,rsts Asstrming rh,,r i,,i,r,,*t r;rt|s rr.u(h a

n' r.'' t; I I 1.,\'r.l ;r nd rr r r rlrlr'idr. r,,nrlit r,,n. d, r nr rt hirvr. rr ny sr.rir,us .lh.ct ,n oui(.cr).o.t\-. tht,dt,nrirnd lirr.rt.zrl .strrtt, r. tht. crrnring f...oau "iii fr.l ir.i"i.t,.pr', irrllr f,rr fir.sr-rrrt,, pr,,p,,rtt,,s rrlll Ilcrrtld ,n',,u. i,i.l.l,.r-,:,i,,., i;;d,.nr.rnrt t,'r.thts t\p,,rrl r.t,al t,stirtt.rvill ltt, much lirrgcr thiin tht,supply.
ll , ,ll,,h,tt l, u , tpp, ,t.t u n t t t t,, tlo lrtu sat on the httrizortl What clangcr?1\lt: l h,,ri.rs:r v|lyl.lr,,irt rrr.rrl lirrh,,rr.irrgthr,rugh,rul thr.,.,,unlry.[<.uminsu.r,

r',.rrch ,r,,r.,. n.rnr:rl .rrrditirrn* ,,n,i lin,,niing i.,,r,,ilitlJ. i'li,;k i;i;;irl1,r,,r'1 111,.n1 in.h,,usrn;.1 irnd t,.pr.r.irrllv sith'g,,v,,rnmr.nt fi n,,n,.,nu-.""ii_
rrhlr..rrhrr.hi-indic:rrr.ri.'l h.dr,ng,.rh,,it,,doriilh,r;rii;;ii;la,:.r;;i;,;;;.
and * Irirt t,lft,ct thr.r' rvill ha't, iin ,,ur .r.unu,nv. Tr..,n,,,;;rr.lu'i;;.;:,:,;;i
c.sts firr irrmamt,nts. b,- virtue .f tt r. liiaii ,-lii,it .li;;,il;;. ;;i ,;;'.:;::;-;pr,,l,l.rrr. plus intlrrr,,ri *,,uld hr, ,,.., ,f,.iiin,,,ni,,i;i;i ;,;ly ;;,;,i;h;ii;;:dhtrt,,thr,rs irs rr t.ll.

ItLI
AIt

,l,l'ht, h l,'r rtt s,,f r, ttlt strtt. t,t |,\lt,t,nt rLt trru thinh u,illrfutr l t bt,st I r 2 t rtr,.sl/5h,,lrprn( ('r,ntt,rs irIr. thr best t1.pt, of rt,al t,stirtt,: ,rffice huilding.s andindtt.lrt;rl prr,p(,rtr,,r.!\,,sld h,, n,,it. ,rnd h,,r.,ng ,rl,,rij-i,,j [,sf. ot.rhao.\!-rt.n tn{,r,\,.r'pllon,'l ,1,nd,,minill rs rrht.re lhr. nrrrrkl,t is justrfird.,.sp'e-
cirtllr rrs tr) r,r,nvllsion lrnd or rlh;rlrrlitirtion.

,11'h, 
r, ,1,' _\'t'tt lrlttn ltt t ttlt.t,4lnttt. .\.ttut. ,,tt. it)t-t,rtntt.ttts

\1r, ilrr'. c,'D(r'nttltttn( r,ut. invostn(,nts in dou.ntou.n citits. \\i, are in-t(,r'('sl(,(l rn ircquiring lirrgt,size shopping ct,nters in the Sun H"tt ,inJiiopicitl irrr,irs.

H,ttt, rt,tttltl tt'rt rtrlr is,,r,,,ttrtt: p, r\tlI thinking ahout rr<tl estate as u tartt,r!I rr{,llr.\'r,,rpprrrtunitirs {,xist lor irll.pt.ople in r-t,irl estate. F-irstly. youngp,.,pl,.sh,,ulrl h,r',,nr.;rs \rr.ll gr,,un(l;.(l :rs pos.ihll irr iho-iunJ,rnr,,nrals ofli.ill '.:t:lt',. .\l\ :u,.{{',itt,,n firr thr.nr *r,uld hl r.r rlh lr f,,n. th,ruslrnd dollar.r(on:r(11,1 l,u-\.tng t\\,',,t.thr{.(, stl,rv f'lllts. in tvhat -\.ou might call a ('lass B orr jir::{ tlr.lAhhr,r.hr[d.n,,tr.ntir|lrrrrnrl,,rrnbutrirthr.ragr.d.purt.hirsetht,
pt, rplrl v s ilh rt l;rl irllr-lrttleeirsh. irlslt nl, ng,, m,,rt g,,g,, ii ar,i,l,r 1,1,.. Ma[enlnor r1,l)illrs-so Ihirl thi, prr.misr,s ;rrr. hrrhitirhlr.. n(,1 th(, h(,st hut n,,t the\\r,rst',rth,,r. Iht,n r.r'nt thr.flats. Ifyou do it right. vou might he rrblt,togeia2(Ii rrt rnort' rt:tut.n ()n v()ur inv(.stnl(,nt.

11

lt t:1 .

,,\ R:

Rb:t.
A tt:

Real Es(olt 1ssrrr,s. Strurrcr 1.980



TK

ra

um
January 1980

lnstallment Sales oI Mortgaged Real Estate and the Wraparound Mortgage, by
Donald J. Valachi

Equity Yield. by
James E. Glbbons, MAl, CRE, SHEA

Highest and Best Use: A Crilical Reexamination, by
James R. Webb

The Valuation of a Business: An Overview, by
James W. Jenkins

Component Depreciation - The Appraiser's Flole, by
Charles E Gilliland

lnflation, Valuation, and the Petersburg Paradox, by
Michael S. Young

A Final Word on FNilRR, by
H.S. Kerr

Must an Appraiser Give Testimony lor an Adversary? by
Wi iam J. Mccormack

PubIshed quarterlY:
January. Apnl. July, and October byl

American lnshtule oi Real Estale Appralsers
430 North Mrchrgan Avenue
Chrcago. lllrnors 6061 1

Subscnptron rales (1 year) Members $10: Nonmembers. S15. Forergn add S1

Srngle copy. 54

Price lndexing for Time Adlustments. by
WiIbeN L, White. MAI, CRE, SREA

A Note on the Use of Capitalization, Discount and Forward Rates' by
Austin J. Jatle




