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As the population and wealth of the United States grow, so too do the country’s cities,
towns, and suburbs. Farm fields and woods give way to freeways and suburban homes, and
formerly pristine wilderness areas become crisscrossed with roads and dotted with houses. Air
that was once clean is contaminated with car exhaust, and water that once could be drank directly
from alake or river must now be “treated” before drinking.

In the words of a popular song from
the 1960s, we “pave paradise and put up a The growth management debate

parking lot.” For agrowing number of touches on an enormous range of public

people, that trade-off is no longer thought to policies affecting virtually every aspect
be fair or beneficial. These people are calling of our lives.

for “growth management,” an umbrellaterm
that refersto the use of state authority to limit
or direct urban expansion according to aformal plan or planning process.

The growth management debate may sound arcane or of little interest to most people, but
in fact it touches on an enormous range of public policies affecting virtually every aspect of our
lives. Growth management policies aim to influence where we live and work, how we travel from
place to place, whether elected officials or unelected bureaucrats will decide important planning
issues, and the character of our local communities.

Government’s Rolein Managing Growth

At the heart of the debate over growth management is not whether growth should be
managed, but how it is managed and by whom. In most parts of the country, the path and nature
of growth were traditionally left to the private sector. Individual homebuyers, developers, and
business executives drove most decisions about where new neighborhoods would be born and
where a business would be located. Elected local officials participated in the process by using
zoning powers, their control over public infrastructure, and their power of eminent domain.

The history of the growth management movement is often presented as the heroic
emergence of alarger role for government, working in partnership with the private sector to
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provide public goods, long-term planning, and a democratic process for solving conflicts. But this
“history” islargely mythical, as was brilliantly revealed by Edwin S. Mills, now a professor
emeritus at Northwestern University’s Kellogg School of Management, in a classic essay
published in 1979.

According to Mills, government land-use controls originated as an attempt by elitesto
segregate unpopular minorities (Orientals in San Francisco, and low-paid immigrant workersin
New Y ork), and ever since have been driven more by private agendas than by any concern for the
public good. Mills finds land-use controls to be “aweb of complex, redundant, inconsistent, and
ineffectual controls that furthers no coherent set of social goals,” a seemingly radical claim that he
vigorously defends with historic and economic analysis.

A more recent, and equally ,
devastating, report on government land-use Portland’s eff_ort_ to Con‘f:entrate
controlsis Randal O' Toole's “The Vanishing | development inside an “urban growth

Automobile and Other Urban Myths.” 2 boundary” has driven up housing prices
According to O’ Toole, what he calls and increased congestion, reducing air
“planning disasters’ are inevitable because quality and lengthening commuting

“planners can't predict the future any better

) times.
than anyone else,” planners “cling to outdated

models of how our citieswork,” “cities are
much too complicated to completely understand, much less plan,” and “ political interference and
compromises with specia interest groups’ severely handicap any public planning effort.

Portland, Oregon, has probably gone further down the path to government-imposed
growth restrictions than any other U.S. city. The results have not been promising. The effort to
concentrate development inside an “urban growth boundary” has driven up housing prices and
increased congestion, reducing air quality and lengthening commuting times.® Jobs have been a
fatality as agricultural land, which generates about 0.03 jobs per acre, is protected at the expense
of manufacturing, which often generates more than 100 jobs per acre.* Agriculture is also the
largest source of water pollution in Oregon, making it more polluting than whatever devel opment
would have displaced it.

We should not assume that giving government more authority or resources is the solution
to whatever problems are produced by urban growth and expansion. Indeed, Mills and other
writers make a compelling case that the problems often associated with unplanned growth are
more often the result of prevailing government policies that interfere with and distort market
processes that would otherwise lead to win-win solutions.



Environmental Concerns

Expanding suburbs occupy land that once was forest, prairie, or farmland, a grave concern
to nature lovers. Because so many suburbanites rely on cars to commute to work in urban areas,
suburban “sprawl” leads some to worry about air quality and the depletion of petroleum supplies.
Closer investigation, however, reveds little cause for concern.

Many of us see new housing

developments o busin Springing up Air quality in nearly all mgjor American

aong the highways we use frequently and cities has dramatically improved during
conclude that a significant share of the the past twenty years, even as suburban
nation’s farmland must be disappearing. The “sprawl!” boomed.

visua evidence seems convincing, but we
forget that we see only atiny percentage of
the nation’ s land area from our cars. Urban expansion, in fact, is responsible for surprisingly little
conversion of either forest or croplands into roads, houses, and parking lots. 1n 1945, according
to the U.S. Department of Agriculture, urban land uses accounted for a mere 1 percent of the area
of the U.S. By 1992, that figure had risen to just 3 percent. Forests covered 32 percent of the

U.S. in 1945 and a not-much-smaller 30 percent in 1992. Cropland stayed unchanged at 24
percent.’

Air quality in nearly all mgjor American cities has dramatically improved during the past
twenty years, even as suburban “sprawl” boomed. Ambient air concentrations of al six of the air
pollutants tracked by the Environmental Protection Agency (EPA) fell dramatically between 1975
and 1991: Dust and airborne ash fell by 24 percent; sulfur dioxide, by 50 percent; carbon
monoxide, by 53 percent; ozone, by 25 percent; nitrogen dioxide, by 24 percent; and lead, by 94
percent.’

Since 1991, progress has been even more rapid, thanks to the gradual replacement of older
cars with cars equipped with new pollution prevention devices, new controls on electricity
generating plants, and technologica change. For example, according to the Environmental
Protection Agency, between 1991 and 1995, the number of daysthat air quality failed to meet
standards fell 49 percent in Chicago, 63 percent in Milwaukee-Waukesha, 42 percent in St. Louis,
74 percent in New Y ork, and 30 percent in Los Angeles-Long Beach.’

Will the long commutes caused by suburban sprawl lead to depletion of the world's
petroleum supplies? Not in our lifetimes, and almost certainly not in those of our children.
Estimated proven reserves of ail in the world in 1997 were sufficient to last approximately 45
years at current rates of consumption. But this estimate only measures reserves that have already
been discovered and which can be profitably exploited with current technologies and at current
prices. During the past twenty years, estimates of oil reserves have increased nearly every year
due to new discoveries and technological advances.

In 1991, Frances Cairncross, environment editor for The Economist, estimated that new
technology and higher prices could enable fossil fuel resourcesto last as long as 650 years.® As
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she predicted, since 1991 the oil industry has announced a dazzling array of innovations enabling
it to find previoudy hidden oil reservoirs, drill deeper and under more challenging conditions,
convert natural gas and oil sandsinto liquid fuels, and in other ways expand known reserves of
oil ?

Environmental concerns, in short, do Envi tal d i
not pose a sufficient rationale for opposing nvironmental concerns do not pose a

suburban growth or for supporting a greater sufficient rationale for opposing

role for government in managing growth. suburban growth or for supporting a
greater role for government in
managing growth.

Social and Economic Concerns

Does suburban “sprawl” cause socia and economic problems that justify a greater
investment in growth management?'® When white-collar workers and business executives migrate
to the suburbs to raise their families, their businesses often follow. Infrastructure designed to
allow people to commute from bedroom communities in the suburbs to city workplaces is often
not properly designed to enable blue-collar inner-city residents to commute out to suburban
workplaces. This may foster higher rates of unemployment in urban areas. The movement of
businesses and industries to suburbs and “edge’ cities aso reduces the tax bases of large cities,
even though the latter may have the greatest need for spending on social programs. And finaly,
the cost of infrastructure and services could be higher in low-density suburbs than in high-density
cities.

Could these problems be addressed by growth management?

The phenomenon of businesses migrating from large cities to suburban or edge-city
locations is inevitable, having occurred even in ancient civilizations. As cities grow, property
values in their central business districts rise, prompting use to shift relatively low value-added
manufacturing activities to higher value-added activities, typically service-oriented, that utilize
relatively little physical space or that benefit directly from the concentration of population. Such
companies are dso likely to impose fewer nuisances on their neighbors—noise, odors, and
smoke—than the companies they replace. Law offices, arts and civic centers, and restaurants fit
these descriptions, and consequently dominate the downtowns of many major cities.

Cities that attempt to stop industries that utilize lower-skilled labor from migrating from
inner-city locations (a) are destined to fail, (b) will encourage aless-than-optimal use of scarce
land resources, resulting in less productivity and less wealth for the city, and (c) will perpetuate
patterns of land use that impose more nuisances on urban residents. The separation of workplace
and residence has significant advantages, the foremost being quieter, safer, and cleaner residential
neighborhoods. Attempts to turn back the clock to an age when factories stood cheek-to-jowl
with private homes is hardly “progressive’ policymaking!

The problem of transporting inner-city workers to jobs in the suburbs is addressed below,
but at this point it is worth noting that regulatory policies inflate the cost of housing in suburban
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areas, making it more difficult for low- and moderate-income families to relocate closer to the
new suburban job markets. The regulatory barriers to affordable housing were dramatically
documented in 1991 in areport by the Advisory Commission on Regulatory Barriers to
Affordable Housing, better known as the Kemp Commission.** The commission found that:

[E]xclusionary, discriminatory, and unnecessary regulations constitute formidable
barriers to affordable housing, raising costs by 20 to 35 percent in some
communities. As aresult, many lower-income young families cannot find housing
near their places of work, and elderly couples cannot afford to live close to their
children.

Ironically, many of the policies denounced by the Kemp Commission are indistinguishable
from the policies recommended by advocates of growth management. For example, “restrictive
zoning and subdivision ordinances, building codes, and permitting procedures’ prevent developers
from building affordable housing, says the report’ s executive summary, and force workers “to live
far from their jobs’ and “commute long distances by car, which clogs roads and highways,
contributes to air pollution, and resultsin significant losses in productivity.”*?

Rather than complain that the poor

cannot travel to suburban jobs, advocates of Many of the policies denounced by the

growth management ought to campaign for Kemp Commissi(_)q are indistinguish-
repeal of policies that unnecessarily restrict able from the policies recommended by
the supply and increase the price of housing. advocates of growth management.

While the migration of low vaue-
added businesses from center city locations is inevitable, the loss of tax revenues by citiesis not.
Cities have inherent advantages over their suburbs and edge-cities, among them a concentration of
highly skilled labor, cultural amenities, access to pedestrian traffic (which reduces the need to
advertise and increases stock turnover), office space suitable for large firms, and often superior
trangportation links to other cities for products or passengers. Cities in desperate financial straits
often blame the loss of manufacturing jobs to suburban areas, but more often they get there
because they fail to deliver adequate crime protection, quality schools, reliable transportation, and
other basic requirements of urban living.

Finaly, it isamyth that the cost of providing infrastructure and services is significantly
higher for low-density suburban development than for high-density urban locations. Randal
O'Toole, in acritique of a 1974 report by the Council on Environmental Quality titled The costs
of Sprawl, says subsequent empirical investigations consistently found that lower operating costs
in the suburbs more than offset the higher initial capita costs of installing new infrastructure. One
study of public service costs per housing unit in 247 counties found that “above 250 people per
square mile [about one house for every eight acres] costs increase with higher densities.”*3



Transportation Issues

Urban expansion inevitably raises questions concerning transportation systems. The
problem of getting inner-city residents to suburban jobs has already been mentioned. The location
of new roads or widening of existing roads also plays a major role in determining where new
development occurs. Some say automobile owners are subsidized (i.e., don’'t pay enough in taxes
and other feesto cover the full cost they impose on society), and that ending that subsidy would
slow urban expansion.™ The social cost of congestion, measured by the amount of time spent by
commutersin their cars, is sometimes added to the “real” cost of suburban “sprawl.” Some also
believe that investing in mass trangit, rather than roads, is a way to promote more compact
development, and hence less urban expansion.

Once again, many of these concerns Th burb ¢
are not based on solid evidence. Randal € average suburban commuiter

O’ Toole points out that the average suburban SpenquUSt five minutes more per day
commuter spends just five minutes more per on his commute than does the average
day on his commute than does the average person living in the center city.

person living in the center city.”® The low
population densities of suburban areas make it
possible for a suburbanite to travel on highways at speeds as high as 65 miles per hour, and then
perhaps drive a few miles more slowly on local streets before arriving at the door of his home.
Urban dwellers have less far to travel, but congestion forces them to travel much more slowly.
They must often walk to and from train stations, and then ride trains or buses that stop many
times before reaching their destinations.

People who commute by car are not subsidized by those who do not. A careful study of
the taxes paid by road usersin 1992 found total revenues of $114 billion.* Total spending on
roads that year (including law enforcement and administration) was $76 billion. The difference,
some $38 billion, was used to finance other socia services and infrastructure needs. Automobile
owners pay more than enough to recover whatever public expenditures are made on their behalf.

Indirect socia costs caused by automobiles, such as compromised air quality and noise,
are difficult to quantify and price. Critics of automobiles overlook, however, the huge social costs
imposed by other forms of transportation that the automobile replaced. Such costs must be
considered, since in the real world our choice is not between cars and immobility, but cars and
alternative forms of transportation. Horses posed enormous public health problemsin cities at the
turn of the century. Contemporary accounts describe pools of urine and dung in the streets,
omnipresent clouds of flies, and the pervasive stench of primitive incinerators used to “reduce”
the carcasses of dead horses. Compared to what it replaced, today’ s automobile is quiet, clean,
and safe.

Mass transit is a poor substitute for the freedom and independence that is delivered by
private ownership of automobiles. Automabiles, according to philosophy professor Loren E.
Lomasky, have given Americans a much wider range of choices of occupations and placesto live;
they expand opportunities to learn and experience new things; and they enhance privacy.’ The
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faillure of mass transit to provide any of these things explains why public transit, which accounted
for over 30 percent of all urban person-miles of travel in 1945, accounts for less than 2 percent
now."® According to transportation economist John Semmens, this collapse occurred despite the
fact that in the 25 largest cities of the country, “in no case do riders pay even half of the cost of
their transportation.”*?

That current transportation systems . ]
make it inconvenient for inner-city residents Mass transit is a poor substitute for the

to reach jobsin the suburbsis an artifact of freedom and independence that is
failed central planning, not evidence of its delivered by private ownership of
absence. Roads and rails, after all, are automobiles.

inherently bidirectional, not unidirectional.

Thanks to domination by public sector

unions, slow-moving bureaucracies, and continuous politica interference, publicly owned
monopoly bus and train services are notoriously slow to change routes to reflect new redlities.®
The public sector’s preferred alternative— smply adding new routes to existing routes— is
unaffordable due to the high operating costs of public systems.

Financing New Infrastructure

Do new home buyers pay enough in taxes to cover the costs of providing the new
infrastructure and public services they require? If not, current policies may be subsidizing urban
expansion at the expense of current suburban residents (a fairness issue) and/or urban residents
(an economic development issue).

Past attempts to quantify the “cost of development” in the Chicago area, conducted by
Rutgers University? and Arthur D. Little, Inc.?? in the late 1980s, produced voluminous reports
but little agreement on how to measure such costs, how to take into account future income
streams from new development, or the best way to finance devel opment.

The Rutgers University study warned the city of Naperville that “impact fees’ on
developers, unless carefully formulated, would fail to accurately reflect the net impact of new
development. Ten years later, a study by University of Chicago researchers found that
Naperville' s fees, now “officialy” set at approximately $4,345 for atypical new house but in
practice much higher, are essentialy arbitrary and aimed more at maximizing revenues than
accurately reflecting the cost of new development. The researchers found only one of the eight
communities they studied explicitly credited developers with the future revenues their houses
would generate.

The Arthur D. Little, Inc. report looked at a then-proposed DuPage county transportation
impact fee and found it would “introduce inequities for funding highway improvements due to
probably excessive fair share credits, trip length miscal culations, underestimated construction
costs, absence of a state/county share calculation,” and more.** The fee was adopted anyway, but
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in June of 1996 the County Board voted unanimously to repedl it. Developers and others argued
successfully that the fee was little more than a hidden tax that bore no relationship to actual
spending on highways in the county.

We can predict, but we cannot be certain, that the taxes paid by new development tend to
be sufficient to pay for the true cost of development. There are three reasons.

First, property taxes and user fees are uniquely designed to match tax rates and levies to
the cost of local infrastructure and public services. The taxes are administered locally, alowing
them to be finely tailored to the service needs of local businesses. Changes to property tax rates
typicaly require voter approval, making them more flexible than sales or income taxes.
Competition for businesses and new residents from neighboring communities prevents a
community from setting its fees or tax rates too high.* The efficiency that this competition
produces is demonstrated by recent research by Harvard economist Caroline M. Hoxby, who
found a close positive relationship between reliance on local property taxes and three measures of
public school performance. Hoxby concludes that relying on local property taxes “is one of the
best and most stable methods of financing public schools.” %

Second, the difficulty in measuring the e
net cost of new development gives municipa Developers must resort to litigation to

officials an opportunity to set impact fees kee_p_fror_n getting gouged b){ muni cipal
higher than necessary in order to fund projects | Officials in popular communities.

unrelated to the new development. The law
requires a " reasonable connection” between
the fees and the cost of public facilities and services, otherwise imposition of such fees constitutes
a“taking” for which developers must be compensated, but devel opers must resort to litigation to
keep from getting gouged by municipa officias in popular communities,

Third, the current residents of a growing community probably benefit financially from high
impact fees, since by raising the cost of new housing those fees have the effect of raising the re-
sde value of existing homes.?’ The political system fails to give adequate representation to the
interests of developers and new home buyers, since these groups are not (or not yet) voting
members of the community. Consequently, it is politically expedient for elected officialsto err on
the side of setting fees too high rather than too low.

A recent study of impact fees imposed by the city of Tyler, Texas, found that new houses
generated more revenue than was necessary to pay for the additional services required by the
increased population, even without impact fees being collected.?? Because every community levies
its own combination of taxes and fees, it may be impossible to state that all new devel opment
pays for itself. It seems highly unlikely, though, given competition anong communities and the
political environment in which local taxes and fees are set, that new development doesn’t pay its
fair share of public costs.



Conclusion

“Urban sprawl” is much less a problem than its many foes claim. The amount of forest and
farmland “sprawl” threatens to convert to businesses and homes is tiny—on the order of 1 or 2
percent of the country’s land area. As cars become cleaner and as technology extends the life span
of petroleum supplies to hundreds of years, the possible threat of “sprawl” to our health and to
the environment shrinks from sight.

The effects of suburban devel opment

on center city areas are complex. Suburban Mass tl‘anSIt, hot the private )
development benefits the city by enablingitto | @Utomobile, benefits most from public

specialize in businesses that are best suited to | Subsidies, with itsriders rarely paying
high density development and to maintain half its costs.

access to alarge population without having to
house it in immediate proximity to
workplaces. Transportation systems have been slow to respond to the changing realities of
suburban economic development, but the problem is not inherent in roads or train lines.
Innovative local officias are solving these and other challenges posed by suburban growth.

If “sprawl” were subsidized, a convincing case could be made for removing those
subsidies and allowing market processes and local governments to determine the best pace and
direction for new development. But the presence of any pro-sprawl subsidiesis hotly contested by
many experts. Mass trangit, not the private automobile, benefits most from public subsidies, with
itsridersrarely paying half its costs. The cost of infrastructure in low-density suburbs may be no
greater than in high-density neighborhoods once lower operating costs are taken into account.
And the reality of competition among communities makes it unlikely that current residents are
being forced to pay for new development.

Policymakers should avoid high impact fees, Portland-style “urban growth boundaries,”
and other schemes aimed at limiting suburban development. Thereis very little to be gained by
increasing government’ s authority over where people live and work, and much to be lost.
Unfortunately, the current policy debate is being driven more by what is visible—farmland being
converted into tract housing, for example—than by what is more important but largely
invisible—our pending loss of civil and economic liberties.

HHH
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