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PREFACE

i

The papers in this volume were originally prepared at the request of the U.S. Department of Housing and
Urban Development to serve as the basis for the President’s National Urban Policy Report for 1992. The
authors were asked to review trends in urban areas during the 1980s. The papers cover a number of the
most important aspects of urban areas: population and growth change, employment patterns, housing
conditions, and new directions in policy by governments at all levels. The occasion of the 1992 report
appeared to be an appropriate point for such a review because the first data from the 1990 census would
be available, and it would be possible to review various urban trends, both nationally and regionally, as
well as for individual urban areas.

For several reasons, however, the administration has decided not to prepare such a report. Data from the
1990 census have become available in the course of 1992, as anticipated when the report was planned, and
the authors of these papers have worked hard on an accelerated schedule to understand and interpret the
data and prepare these papers. It was understood when the plan for the report was developed that the
schedule would be ambitious, but it was thought that the opportunity to provide the first systematic review
of data for the 1980s justified the undertaking. However, it has not been possible to prepare a full, formal
National Urban Policy Report in the time available before the conclusion of the Bush administration.

In addition, the 1992 Housing and Community Development Act—passed by Congress and signed by the
President in October 1992—has changed both the form and the schedule for the President’s National
Urban Policy Report. Congress has added a number of subjects that it wishes to have covered by the
report. It is not possible to include these additional topics in a report that could be completed by the end
of the administration of President Bush. Perhaps recognizing this problem, Congress also established a
new date for the report. It is now to be submitted by June 1 of odd-numbered years. The first report under
the new schedule is therefore due on June 1, 1993. It seems clear from these changes that Congress
intends for the next President’s National Urban Policy Report to be prepared by the incoming
administration. Accordingly, the present volume has been produced to provide as much information as
possible, both to the incoming administration as a basis for the 1993 report and to the public in general to
facilitate understanding and discussion of urban trends during the 1980s as a basis for policy development
during the 1990s.

The papers in this volume thus serve a somewhat different purpose than originally intended. In their
present form, it should be clear that they represent the opinions of the individual authors and not those of
the Department of Housing and Urban Development. They are, however, thoughtful, informative, and
challenging interpretations of urban trends during the 1980s, and as such deserve study by anyone
interested in urban affairs.

John C. Weicher
Assistant Secretary for
Policy Development and Research
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READER’S GUIDE

ii

The expository information in each Chapter is presented first, followed by source notes and
bibliographic citations. For convenient reference, the data tables, figures, graphic
representations of statistical information, and relevant maps appear at the end of each
Chapter and are in the order of their textual reference.

This document is a collection of policy-relevant essays based on analyses of data from
various sources. In order to ensure the integrity of the data, most of the charts and graphs
are presented in their original formats; therefore the presentation of the data differs
throughout the document. It also should be noted that the numerical totals and percentages in
the tables may not be exact due to rounding.
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CHAPTER 1

RENEWING A DIALOGUE ON URBAN AMERICA

Jack Sommer

Dr. Jack Sommer is Knight Distinguished Professor of Public Policy at the University of
North Carolina at Charlotte and former Senior Advisor for Science, Technology, and
Urban Policy at the U.S. Department of Housing and Urban Development.



REDISCOVERY IN OUR OWN TIME

Confronting the Present

1-2

Rediscovering Urban America is a report on the state of contemporary America which
reaches across the Nation to incorporate all of the United States’ major metropolitan areas in
a systematic framework for analysis. By undertaking an extraordinarily intensive study of the
1990 Census of Population and Housing, and other vital data sources, a team of urban
scholars has fashioned a set of coherent, data-regarding chapters which provide the empirical
foundations for a national dialogue on our cities. In these chapters the authors have

It is in this same spirit, five centuries later, that we invoke the notion of rediscovery as we
explore urban America. What we stand to gain is broader and deeper knowledge about our
own settlements, our Nation, and ourselves. In so doing, we draw attention to the fact that
by examining shifts and continuities on key dimensions of demographic and economic
change, we can detect the outlines of new relationships within and among the urban areas of
this Nation and beyond. Taken together these perspectives offer a view of what amounts to
the emergence of a new urban system in the United States. How these changes have unfolded
can tell us much about our Nation’s social and economic capacity to adjust to changing
circumstances in a world that is simultaneously expanding its possibilities and shrinking the
time required to respond to them. And for our purposes, the promise of rediscovery of urban
America opens us to the possibilities of thinking more clearly about what the central issues of
a national dialogue might be which have important implications for people and places and
people in places.

Five centuries ago Columbus set sail for the New World and was credited with a discovery
of immense consequence. We have learned through the years that the interpretation of this
voyage and its implications can be viewed in a variety of new ways. Events can look very
different depending on one’s perspective. Yet there is a lesson in all of this that is relevant to
those who would seek to stimulate a new dialogue on America’s cities. Too often, Columbus’
journey has been hailed for all the wrong reasons. After all, by 1492 the notion of the world
being round was already widely held, and the journey to the Americas may well have been
made by others centuries before. Indeed, there were already an estimated 1 million
inhabitants of this New World, and their perspective on “the Discovery,” and that of their
heirs has differed markedly from those of European descent. As a result, it is misleading to
suggest that Columbus somehow “discovered” America. More accurately, Columbus’
journey symbolizes a dramatic reorientation of the European frame of reference of the world
in which they lived. Henceforth, Europeans would view themselves differently. The
European world view would now be defined by its relation to destinations—trade routes and
new frontiers—both east and west. In a fundamental sense, then, 1492 might better be used
as a landmark of a different kind. It symbolizes more an era of fundamental self-discovery
for Europe than of the discovery of America.
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At issue before us as a nation is the challenge of confronting the present so that a future of
improved well-being will emerge for all Americans. That challenge implies the primacy of a
search for opportunities among the assembled facts rather than seeking to mine them for
evidence of received wisdom of an “urban problematique. ” This report contains few
judgments because the editors and authors believe that their efforts are best made in
establishing the bases for debate rather than steering the debate.

established the salient features of current economic, demographic, social, and housing
conditions in the United States, and have set the past decade in the context of previous
decades. They have provided a storehouse of fundamental information in the tables, graphs,
and maps, as well as a critical analytical guide to consideration of the data.

The main units of analysis of the report are the nearly 300 Metropolitan Statistical Areas
distributed across the country and concentrated on both the Atlantic and the Pacific
seaboards. These are major centers of urban life in the United States, but their choice related
more to the availability of data and of time to perform analyses than it did to a desire to
ignore the smaller urban places which contribute so much to the vitality of this country. To
fulfill the promise of a full systemic view of urban America, these smaller centers should be
examined in future reports.

At certain points in the report the authors shift attention to the 100 largest urban centers to
facilitate comparisons among specific kinds of places. For still more detailed discussion and
characterization of urban dynamics a tableau of 10 major cities (at least 2 from each of the 4
Census Regions) was chosen to provide common reference points among the chapters. These
10 cities are: New York and Philadelphia in the Northeast; Chicago and Detroit in the
Midwest; Atlanta, Dallas, and Miami in the South; and Denver, Los Angeles, and Seattle in
the West. Apart from their intrinsic importance as gateways to the rest of the world or as
regional command and control centers, these 10 cities provide the venues for invaluable,
indepth treatment of inner-city issues in one of the chapters. The choice of these different

One characteristic of this report that will become apparent to the reader, but which is
important to identify at the outset, is the steadfast effort by the authors not to regard
“change” as being equivalent to “problem,” or worse, “crisis.” Much of the urban analysis
literature during the past quarter century and more has been centered on one or another
complex issues whose exposition begins with the premise that some place, or more precisely,
the individuals living in some place, have been victimized by circumstances beyond their
control. The corollary to this victimization has been the petitioning of government to restore
more comfortable past arrangements, forestall change, or at least insulate the victims from its
consequences. This report eschews the notion that America is a nation of victims, waiting for
redress, even as it identifies aspects of the human condition in some of our cities that are
deplorable from any vantage point.
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An assessment of the state of America’s urban system is the central purpose of this report so
that those who would deliberate on the future of our cities can have a purview broad enough
to be aware of the limitations of arguments generalized from more narrow frameworks. To
do this the report extends beyond conventional data treatments in several respects. It seeks to
assess the state of the entire urban system and to differentiate the results from those derived
from a simple inventory of the conditions of hundreds of individual urban areas. In the
analyses that follow, urban arrangements are regarded as key features of a larger national
economy, and attention is directed to how this economy is organized within, among, and
outside cities and broader urban areas. It employs new methods for measuring urban
economic structure, performance, and outcomes in order to augment more conventional
approaches. The report, then, extends beyond the considerations of how individual cities are
doing (with specific exception of the 10 cities mentioned in the tableau) in order to illuminate
how well, or not, the country’s larger urban system is adjusting to the circumstances that
influence America’s economic and social well-being.

sets of cities is an important means of focussing attention on issues of importance at different
scales of human interaction.

Because we know the maxim, “All politics is local,” we understand that the advocates of
conventional urban policies are likely to have a specific place or group in mind to receive
support. This perspective is one which emphasizes uniqueness, and it stands in contrast to
those who adopt a systems view and who know that the economy reflects the linkages
between people and places rather than a polka-dot quilt of self-contained economies. When
adjustments are made in any part of the system, we recognize that other parts are affected.
Over the long haul the changes wrought in our economy have been positive on virtually any
indicator of human welfare, but that reality does not exempt specific places, and the people
who live in them, from feeling the effects of change and wishing to have them mitigated.
There is no enduring remedy for the real differences between what we believe we know of
our own locale and hope for its future and its place among many other locales, except to
increase the knowledge individuals have about the larger system. By doing so a wider set of

At this point in history, more than in any other, vastly expanded communication systems and
flows of trade link American cities to the rest of the world, providing a new, and daily­
increasing, global context to our lives. This context is inescapable, and the consequence of
international competitive forces is visited upon us at all times. It is one of the aspects of the
present that we must confront so as better to develop the flexibility to respond effectively.
Regrettably, this perspective could not be treated in this report. The authors of this report
would, however, agree such a global perspective should also be a specific focus of future
analyses. This is clearly an area that requires serious attention to augment the bases of
evaluation of the United States urban system.
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opportunities may be identified, and any mitigating measures undertaken can be informed so
as not to condemn individuals to remain in places economic fortune has bypassed.

The urban systems perspective developed in this report does not involve an arithmetic that
merely sums the scores of the problems of local communities; it also involves the kind of
substraction reflected in developments wherein growth in one part of the system precludes
comparable growth elsewhere. The emergence of Los Angeles as a financial center may have
come, to some degree, at the expense of New York, or Dallas’ success in advanced
manufacturing may have drained some of the economic vitality of Detroit, but it is in the
broader diffusion of the systems view that more opportunities for investment will be found
for lagging cities, or for individuals from lagging cities. Understanding this viewpoint will
enable us to confront the present more effectively and to prepare for the future with less
trepidation.

Despairing of some of the conventional indicators of urban economic change, which they say
obscure the details of urban transformations, they have utilized an important data source to
calculate shifting shares of employment earnings across the urban system and by sector.
Their results present an extraordinarily interesting picture of extended and complex linkages
between urban areas at different spatial scales. Similarly, they creatively advance some
measures of urban “productivity” using non-governmental data. Their valuable analyses lead
to a picture of a complex and turbulent economy in urban areas that generates new jobs as it
destroys others, and the message they communicate is that interventions with policy
instruments should proceed cautiously.

In Chapter 2, “Cities and Beyond: A New Look at the Nation’s Urban Economy,” authors
Donald Hicks and John Rees amplify the system concept just discussed by pointing out how
uneven rates of change on key indicators between economic sectors and metropolitan regions
drive the development process and ultimately promote shifting of economic activities and
population among settlements of different size. The authors present an analytic “overview”
of urban America by extending trend analyses for several conventional indicators and
discover that there have been dramatic changes during the 1970s and 1980s. Local and
regional economies of individual urban areas have been challenged by the global economy,
technological development, and shifting population composition and redistribution. They also
present an “underview” of how the urban economies of the United States undergo substantial
change through a process of economic “chum,” essentially showing how the dynamics of job
loss and job replacement reflect these forces.
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Demographic Organization and Redistribution

In Chapter 3, “People in Places: Demographic Trends in Urban America,” William Frey
discusses a new urbanization of the 1980s that is emergent from the “rural renaissance” of
the 1970s when there was a detected movement away from the metropolis. The new
urbanization of the 1980s (and evidently continuing in the 1990s) is unique, less for the
geographic patterns of growth than for the pace at which these patterns change. Demographic
mobility and commuting patterns have become more flexible and responsive to changes in the
spatial structure of employment, much of which is concentrated in the suburban areas.
Nevertheless there has been a rediscovery of the allure of major metropolitan areas.

There has been an explosive growth of minority populations in America’s cities, fueled by
rising immigration from Latin America and Asia, along with new redistribution patterns of
the black population. Although the national population has certainly become much more
diverse as a result of the new immigration and minority growth, the preferences of most
minority groups are directing them to particular metropolitan areas and regions. During the
1980s, just 9 metropolitan areas accounted for 54 percent of all minority growth, while more
than one-third of the Nation’s metropolitan areas remained more than 90 percent white.
Although minorities continue to filter in to all parts of the United States, Frey observes that
the sharp disparity between concentrations of white population and concentrations of minority
populations are likely to be enduring.

Finally, Frey points out that according to the 1990 Census, central-city populations comprise
only 23 percent of the U.S. population—down from 37 percent in 1960. Moreover, most of
the “statistical” central-city population is not comprised of classic industrial centers like
Detroit or Akron, but includes many smaller-sized, low-density central cities with suburban
character. Most of the Nation’s urban population now lives in the suburbs, however defined,
with an extremely heterogenous mix according to race, class, and age.

Chapter 3 provides invaluable background information on the demography of the new
urbanization of the 1980s and 1990s. It portrays the changing population dynamics of growth
and decline, the racial and ethnic diversity across regions, and the new distinctions that are
arising within the metropolitan area, as the historic central city fades in significance.

Inner-City Conditions and Challenges

The historic central city may have faded in its significance as a focal point for the majority
population and many major businesses, but it has hardly disappeared as a locale that demands
the attention of all who would debate the future of urban America. In Chapter 4, “Inner-City
Poverty and Economic Access,” John Kasarda shifts the analytical focus from the broad
urban system to the central cities, especially to their neighborhoods experiencing the most
severe social and economic conditions.
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The economic base of the tableau of the 10 cities is examined over the past 30 years, and the
consequences of these changes for employment prospects of inner-city residents with limited
education appear grave. Blue-collar jobs have evaporated, particularly in places like
Philadelphia, where, for example, in 1959 approximately 40 percent of the workers were
employed in manufacturing; by 1989 the figure was reduced to only 15 percent. White-collar
jobs, on the other hand, increased from 19 percent to 49 percent during the same period. The
spatial mismatch between labor with certain skills and jobs requiring those skills has
widened.

The demographic and economic changes are related to several serious social ills: poverty,
joblessness, homelessness, crime and violence, health problems, drugs, and school dropouts.
For each of these issues data are adduced that point to the inner cities as the most clearly
afflicted part of the urban landscape. The school dropout rates in central cities are over 16
percent, whereas in suburban schools they are closer to 10 percent. This differential,
combined with the ascendence of white-collar jobs, contributes to the differential employment
patterns among and between inner-city blacks and suburban whites. In a group of major
Midwestern metropolitan areas, Kasarda found the unemployment rate for out-of-school black
males ages 16 to 64 was 58 percent in 1988.

Even though inner-city residents make up a small part of the U.S. urban population, they
present some daunting challenges for those who seek to improve the quality of human capital
to meet the changed economic structure of America in the last decade of the twentieth
century.

Chapter 5, “Housing Markets and Patterns,” by Richard Peiser et al., reveals that the
physical quality of the Nation’s housing stock has improved dramatically since the 1950s.
The rapid increase in new construction, along with elimination of most substandard stock
through market processes and government action, have drastically reduced the supply of
substandard housing as it was defined during the first half of the century. One of the

Kasarda reviews the experience of the past 2 decades with respect to the spatial distribution
of poverty populations, and documents and compares the growth and concentration of the
underclass population in major cities during the 1980s with the prior decade. His work shows
that the Nation’s poverty population, once chiefly a rural phenomenon, has become
increasingly urbanized. Whereas in 1959 only 27 percent of America’s poor resided in
metropolitan central cities, the poor increased to 43 percent in 1985 and remain at that level
today. And, following the general contours of Frey’s demographic depiction, Kasarda shows
that selective “black flight” from inner-city ghettos accelerated, resulting in a split in the
black community and leaving behind individuals with few skills to offer in rapidly
transforming local job markets.
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New construction provided some 16 million housing units during the 1980s. The housing
stock increased by nearly 14 million units in all by 1990, after accounting for removals of
old stock during the decade. These changes were driven by the baby boom and the demand
for housing. After a slow start during the recession of the early 1980s, strong household
formation combined with a robust economy to fuel a boom in both apartments and entry-level
housing during the period 1983-1986. Household formation has dropped in the 1990s as
baby-boomers have begun to enter middle age, but the number of high-income households
increased rapidly and helped to fuel tradeup, renovation, and repair markets.

During the 1980s, housing trends were influenced by tax policies and mortgage markets. The
1981 Economic Recovery Tax Act provided substantial incentives for building multi-family
housing, and the Tax Reform Act of 1986 dramatically changed incentives for rental housing
and contributed to the collapse of the real estate industry which followed. During the 1970s
and 1980s the mortgage markets expanded rapidly; at the beginning of the 1980s, mortgage
rates were at historically high levels, but by the end of the decade they had fallen back to the
lowest levels since the 1970s.

The major change in Federal housing policy in the 1980s was the shift from supply-side
subsidies for new housing construction to demand-side housing assistance, primarily in the
form of vouchers and certificates. Accompanying this shift was the more careful targeting of
assistance to households at the lowest end of the income scale.

Peiser et al. cite increasing barriers to affordable housing as a disturbing trend in the 1980s,
noting that such practices as exclusionary zoning in wealthy neighborhoods, building
restrictions and other measures to insure that property values will not fall, redlining in the
mortgage market, and vastly increased environmental and other regulations all have
contributed to the increase in the cost and availability of housing.

unintended consequences of these well-intentioned efforts has been to increase the incidence
of homelessness. He finds that overcrowding conditions have also improved. Even with the
barriers to affordable housing we will consider, most American households saw
improvements in the quality of their housing during the 1980s. The vast majority of
Americans enjoy one of the highest standards of housing in the world.

The final chapter of this report was prepared by Robert Poole and Lynn Scarlett, and is
called “Policy Perspectives and Possibilities.” This chapter presents an agenda of policy
ideas for empowering individuals and revitalizing America’s urban areas. Nearly all of the
ideas have been tried in one or more communities in our 50-State laboratory, but they have
never before been assembled into an overall agenda for debate. The previous chapters of the
report focused on the fundamental condition of America’s urban people and places; here
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They begin by showing that enterprise zones offer opportunities for rediscovering economic
gains in inner-city investments, but they caution that even with tax breaks, many firms
hesitate to invest in rundown, crime-prone areas. There are enterprise zones in 36 States, and
there are thousands of free trade zones—a related concept—operating throughout the world.
In time there should be little problem in evaluating fully the conditions that lead to success or
failure of these promising entities.

Poole and Scarlett describe how a variety of novel, principally private, local-scale actions are
improving the lives of urban inhabitants in different parts of the country.

Such approaches can be complemented by actions to link inner-city residents to outside
sources of employment. One way is to encourage the formation of small-scale transit
businesses operating light vehicles to meet the needs of individuals not well served by public
transit. Conversely, inner-city individuals can be linked to the outer world through
telecommunication. Third World employees with less formal education than some American
high school dropouts are currently “hooked up” to firms in the United States and are
delivering first class services.

Other kinds of privatization, particularly urban service contracting, are discussed as ways of
easing the fiscal plight of the cities. A number of empirical studies have documented the
significant cost savings for municipalities thanks to the competition across a wide range of
municipal services. A second form of privatization is the provision of vouchers, the
portability of which induces competition and savings among both public and private service
providers.

Finally, Poole and Scarlett address the problem of affordable housing and point to the need
to rethink growth controls and regulations so as to permit greater innovation and flexibility in
providing housing and community development. Flexible zoning, for example, permits mixes
of land uses as long as these “ensembles” meet certain performance criteria. Flexible
building codes that permit single-room-occupancy hotels or modest secondary housing units

Asset management, or the transforming of physical capital into financial capital via selling or
leasing various assets to private owners or operators, is a genuine opportunity to reduce debt
or to provide capital for investment in more urgent needs. Among the candidates they
identify for sale or lease are airports, municipal waste facilities, parking facilities, and
various utilities.

An allied concept to enterprise zones is that of “enterprise associations,” which combine the
features of community development associations and homeowners’ associations, to create an
entity with the resources and incentives to upgrade rundown neighborhoods. Whereas
enterprise zones offer the possibility of increased jobs, enterprise associations offer the
possibility of improved living conditions.
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In no sense do the authors suggest that what they have found is a complete formula for
addressing urban circumstances defined as deficient. They urge that these are ideas in
progress, but they are ideas which deserve wider consideration and critique.

The several chapters of this report are responsive to the need to renew an authentic national
discussion on America’s cities. The data and ideas presented here are not the answers—they
are bases for asking the questions that must be asked if new consensuses are to be formed in
the American polity out of contending visions of the future and reinterpretations of the past.
We recognize that other paths may be cut through this data by other “discoverers” who bring
their individual insights to the task. Naturally, we hope their results will merge with ours
into broad avenues of understanding, but if they do not, as is surely possible, we know that
the American people will be better served by more paths across this intellectual terrain than
fewer. The challenge to others is to create better paths by clearing away any debris we may
inadvertently have left behind or by cutting new, and cleaner, ones with sharper tools.

When work on this report began in earnest in the summer of 1992, it was not evident that the
goal of its completion before the end of the calendar year could be achieved; the fact that it
has been achieved is testimony to the skill and endurance of the authors and to the good
offices of Assistant Secretary John C. Weicher and many individuals within the U.S.
Department of Housing and Urban Development’s Office of Policy Development and
Research who responded to requests for data and who eventually shepherded the report
through the publication process.

With these prefatory remarks, the following chapters will unfold an array of ideas and data
which should be suggestive of new ways to appraise current urban conditions, and which we
hope will lead, ultimately, to a rediscovery of urban America.

(“mother-in-law bungalows”) can make housing more affordable for lower income
individuals. Environmental regulation can also be made more flexible through now-familiar
programs of emission trading.



CHAPTER 2

Donald A. Hicks and John Rees

Donald A. Hicks, Ph.D., is Professor of Political Economy and Vice Chair of the Bruton
Center for Development Studies, University of Texas at Dallas. John Rees, Ph.D., is
Professor and Chairman of the Department of Geography, University of North Carolina at
Greensboro.

CITIES AND BEYOND:
A NEW LOOK AT THE NATION’S URBAN ECONOMY
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As indicated in the preceding Chapter, urban America can be appreciated as more than the
sum of its parts. Beyond the development patterns of individual cities is evidence of an entire
system of urban economies that functions as an integral part of the Nation’s macro-economy
and society. This system’s reach extends well beyond the heavily populated urban centers
that anchor it to profoundly shape activities that take place in what we know as rural
America. Moreover, increasingly the U.S. urban system projects our diverse commercial and
cultural influences through Nation-spanning urban economic networks that serve as a key
infrastructure of the emerging global economy. This system, then, reveals patterns of change
that cannot be completely appreciated by taking stock city by city. Historically, because cities
as legal and jurisdictional entities are institutionally wired to broadcast the details of their
individual circumstances, it has not been easy to communicate the detailed structures and
shifts that define the broader reality and significance of the U.S. urban system. This Chapter
seeks to do that.

Ultimately, the driver of the development process is uneven rates of change on key indicators
between metro regions and the industrial sectors that compose metro regional economies. At
the core of this kind of national—and global—development process have been changes in the
way patterns of living and working are organized. As these patterns have changed over time,
the character of U.S. population settlements, from small towns to very large cities, has
changed. And it is to those changes in urban economic organization—and then-
consequences—that this report now turns.

The United States has long been characterized by a hierarchy among its major settlements.
This has been so for more than 400 years since the beginning of the European settlement era.
The locations of these settlements on the economic landscape are not random, and the
resulting economic ties that link them to each other are related to these locational patterns.
The organization of these settlements one to another reflects historical patterns of broad
regional, national, and global economic development. Yet the continuous relative rerankings
evident during the past decade in the United States also illustrate the ways in which the
country’s larger economy retains the flexibility to rework itself based on what happens in
specific places.

To see something in a new light often requires new tools—brighter lights or a wider lens
and a different line of sight. This Chapter presents America’s urban economy in a new light.
It does so by reaching beyond conventional indicators to try out new metrics and new
methodologies. In so doing it offers a broader—and deeper—empirical accounting of the
patterns of U.S. urban economic change during the 1980-90 decade.
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In the sections that follow, an analytic overview of urban America is offered by extending up
to the present selected trend analyses on a variety of conventional indicators of urban
economic performance. These indicators include patterns of employment and earnings
change, as well as of restructuring of the industrial bases of urban economies across the
country during the past two decades. It will be apparent that the local and regional economies
of individual urban areas have registered dramatic changes as the larger Nation has
encountered the challenges of increased integration into a global economy, widespread
technological developments in the workplace and beyond, and the relentless forces of shifting
population composition and redistribution.

The national unemployment rate dropped from a high of 10.8 percent in December 1982 to
6.1 percent in December 1990, rising again to 7.6 percent during spring 1992 (Figure 2-4).
At the same time throughout this period of economic expansion, inflation remained relatively

This report also reaches beyond conventional urban analyses to illustrate the deeper processes
of economic “chum” in urban business and employment bases that account for the net effects
of changes detected over time. In effect, this will amount to supplementing conventional
overviews with an underview of how the Nation’s urban economies—and thereby the larger
national economy—undergo substantial and continuous change.

Urban America can no longer be regarded as an internal or domestic phenomenon. Much of
the capacity of the United States—or any other nation—to deliver a rising standard of living
and to compete in specific industries rests ever less on the volume of a nation’s resources
(understood at the level of U.S., German, or Japanese national aggregates) and increasingly
on how those resources are organized spatially and leveraged in places like Detroit, Stuttgart,
and Yokohama. Moreover, the ongoing economic and social transformations under way in
U.S. urban areas reflect the changing composition of those resources.

What are the primary dimensions of these economic contexts? While the longest peacetime
expansion of the century began in 1982, growth turned sluggish in 1989, and the Nation
settled into a recession in mid-1990. Relatively short and shallow growth resumed by mid-
1991, although at a much lower rate than normally accompanies a recovery (Figure 2-1).1
During the 8-year period of economic expansion, the Nation’s gross domestic product (GDP)
grew by nearly a third (31.1 percent). This extended national economic expansion was
accompanied not only by the addition to the Nation’s employment base of millions of new
jobs (Figure 2-2), but it also enabled real GDP per capita to rise from $18,718 in 1980 to
$22,056 in 1990, an increase of 17.8 percent (Figure 2-3). This performance enabled us to
keep well ahead of our nearest competitors.2
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A nation’s economy is ever and only the sum total of its people and the places in which they
live and work. If we begin by searching for the “real” boundaries that define the activities of
people in places, we can quickly see that these boundaries—in shaqp contrast to largely rigid
and static government jurisdictional boundaries—are remarkably fluid over time. They
fluctuate year to year and even between day and night.4 While the analyses presented in this
Chapter cannot recreate the full range of geoeconomic patterns that characterize urban
America, a methodological compromise is offered. Primacy is given to groupings of counties
that contain the Nation’s major central city-suburban population concentrations. These
groupings are commonly known as metropolitan areas.

Before proceeding to discuss changes in urban economic performance over the last decade, it
is important to clarify the methodology used. This report uses the three basic types of
metropolitan areas recognized by the Office of Management and Budget (0MB) for Federal
statistical purposes. Most of these areas are classified simply as Metropolitan Statistical
Areas (MSAs). If such an area has more than 1 million residents and meets other 0MB

low and stable, particularly compared with the 1970s (Figure 2-5). Nonetheless, employment
growth remained stagnant until the very end of 1992, reflecting both the more immediate
influence of a decline (Figure 2-6) in new business formation—the source of the vast
majority of new job growth in an economy—as well as the more distant influence of a
cautious and chastised banking sector whose impulse has been to refrain from making the
commercial and industrial loans (Figure 2-7) necessary to accommodate new business
formation and ultimately new job growth.

While the country’s nearly 300 metropolitan areas include only 19.7 percent5 of the Nation’s
land area, 77.7 percent of the Nation’s residents lived in them in 1990. This figure is up
slightly from 76.4 percent in 1980 and 76.8 percent in 1970. In addition, during the 1980-90
decade, fully 90.1 percent of the Nation’s population growth took place inside U.S.
metropolitan areas, up sharply from the 73.4 percent share during the 1970-80 decade. This
suggests that the 1980s were a period during which the spatial features of the Nation’s larger
urban system were under considerable demographic pressure to accommodate the growth
directed toward it. The determinants of America’s economic growth can only be understood
by analyzing the trends and changes that took place inside and among its urban areas. In this
section evidence is presented that indicates how the Nation’s larger urban system
accommodated the events of this period during which the bulk of the Nation’s demographic
growth was turned inward.
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As this report suggests below, simple employment growth may not prove to be much of an
economic elixir for an urban area. Indeed, under certain circumstances, simple employment
growth may well slowly impoverish a region. To the extent that job creation occurs without a
concern for the changing composition of skills, that growth may actually exacerbate the

criteria, it is termed a Consolidated Metropolitan Statistical Area (CMSA) consisting of two
or more Primary Metropolitan Statistical Areas (PMSAs). These areas are defined in terms
of counties in all regions except New England, where OMB recognizes alternative county­
based definitions, termed New England County Metropolitan Areas (NECMAs). In most of
this report, we will discuss trends in 282 metropolitan (metro) regions: 250 MSAs, 15
NECMAs and 17 CMSAs.6 The component counties of each of the MSAs, PMSAs, CMSAs
and NECMAs are listed in the appendix at the end of this Chapter.

The employment indicator: A closer look. Certain conventional indicators are perceived
today as major barometers of national and urban economic change. Consider employment.
Because of its enormous social and local political significance, great importance is routinely,
if often uncritically, assigned to employment levels and patterns of change. However, in an
economic context in which the relationship between rising living standards and the prospects
for productivity growth is increasingly appreciated, our traditional concern for the simple
volume of employment growth is joined by a building concern for the quality and
composition of that growth.9

The geographic definition of each metropolitan area is held constant over the entire study
period. That is, the same counties included in a given metropolitan area as of June 1990 are
also included in earlier years, even though they may not have been officially part of that
metropolitan area at an earlier date. This standardized concept is deemed appropriate because
one major objective of this Chapter is to define and interpret changes in employment,
income, and output over time in a given area.7

Generally, urban analyses rely on a relatively small number of conventional indicators to
measure economic changes in America’s urban areas. These indicators typically involve trend
data on net employment, per capita income, and earnings of people employed in the various
sectors that make up the economic bases of our urban areas. While the trends charted by
movements from one level to another on these indicators provide valuable insights into the
patterns of urban economic change, they are woefully incomplete. Obscured are the details of
the transits made by individual urban areas as their economies moved between industry mixes
and size categories in the larger urban system. Available Government economic data often do
not correspond well to the concepts that analysts need to measure. Moreover, changes in the
structure of the economy can alter the relationships among various economic indicators and
may render certain measures increasingly incomplete and misleading.8
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Consequently, this Chapter presents a broader array of indicators of urban economic change
that venture well beyond the familiar and conventional. The resulting analysis not only
presents data organized at the level of U.S. metropolitan areas on trends in estimated levels
of metro regional output, but it also derives indicators of metro regional “productivity”
trends that reflect primarily underlying shifts in local industry mix. In addition, it probes
beneath conventional indicators of net employment levels and describes the broader range of
turnover and replacement dynamics that rework both business and employment bases of an
economy and that, taken together, determine resulting net levels on conventional indicators.

This section reports on the patterns defining the continuing development of the Nation’s
coherent and unified urban system. In a companion section that follows, the focus of analysis
shifts to patterns of change across the country’s individual metro regions. While the primary
focus is economic change evident in the overall urban system during the 1980-90 decade, it
is difficult to interpret such evidence in isolation. Therefore, companion data for the 1970-80
decade are also reported for comparative purposes.

During the 1980s, more than 19 million new jobs were added to the Nation’s employment
base. The vast majority of the Nation’s employment—and employment creation—took place
inside the geographical bounds of the U.S. urban economy. During the 1980-90 decade,

Beyond employment levels. Alternative urban economic indicators such as output,
productivity, and per capita income are important to consider today because they reflect the
increasing influence of new product, process, and organizational technologies on the Nation’s
economic structure and long-term development. Technological change, broadly defined,
represents the essence of economic development at any scale of analysis—whether national or
local-urban—because it can lead to productivity improvements that enhance a nation’s or an
urban region’s competitive advantage. Such productivity improvements that result in
economic growth, and are reflected in rising real income and output levels over time, can
take place without increases in employment. Therefore, employment trends by themselves
can be deceiving.

difficulties of a region. More and more, the overall vitality of urban economies across the
Nation depends on employment growth that comes in increasingly efficient and competitive
industries, especially those that are productive enough to offer high wages in return for high
levels of added value. And so there is considerable justification not only to devise new and
more appropriate indicators of urban system change but also to reconsider the readings taken
on conventional indicators.
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The first comparison involves employment change patterns in the dominant private sector
relative to those in the much smaller public sector. This first level of sectoral comparisons
reflects the widespread acknowledgment of the priority the United States assigns to
employment grpwth directly tied to the expansion and development of private sector markets.
While much private sector employment creation during the 1980s can be traced to increased
levels of public spending—especially via Federal procurement originating from the defense
industrial base—the employment grouped in the private sector reflects the sectoral location of
the resulting jobs rather than the source of the demand responsible for creating or sustaining
them.

Table 2-3 offers evidence of long-term structural changes indicated by shifting shares among
sectors of metro regional employment. Let us turn to a closer examination of these differing
rates and shifting shares across sectors and industry groups for the 1970-90 period.

Shifting rates. While the sheer volume of employment growth is of considerable
significance, the distribution of that growth throughout the total U.S. economy and the kinds
of economic growth and development those jobs represent are potentially of even greater
significance. In Table 2-2 U.S. total employment is reported by sector and industry group.
Shaded values indicate those categories in which the employment growth performance of the
entire Nation was exceeded by that of a specific industrial sector or group.

Shifting shares. As a result of the variable patterns of employment growth across different
parts of the economy, the larger employment base of the U.S. economy has been
substantially restructured in recent decades. Whereas in 1970 more than three-fourths (79
percent) of the Nation’s employment was located in urban areas, that share increased to 79.3
percent in 1980 and to 80.8 percent in 1990. As a result, this pattern clearly indicates a
continuation of the longer-term historical trend whereby the larger urban economy accounts
for increasing shares of total U.S. employment.

87.2 percent of the Nation’s overall employment growth occurred inside the larger urban
system; this represents an increase from the 80.8 percent share during the 1970-80 decade.
U.S. total employment (full-time and part-time) expanded 22.2 percent during the 1980-90
decade, down from the 25.1 percent growth rate during the 1970s (Table 2-1). Inside the
U.S. urban system, during both the 1980-90 decade (24.4 percent) and the 1970-80 decade
(25.7 percent), the employment change rate was somewhat higher than the respective rate for
the Nation as a whole.10

The second comparison focuses on the goods-producing sector, a collection of industries—
manufacturing, construction, and mining—whose outputs are tangible goods and the larger
and more diverse services-providing sector, a collection of industries whose outputs are
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Goods-producing vs. services-providing. In recent years considerable attention has been
devoted to the trend involving an employment shift to services in the U.S. economy.11 A
summary of employment changes in urban America during the 1980s reveals the dominance
of growth in this trade and services sector—often called the “tertiary” sector—to an extent
far greater than any other decade in recent American history. The services-providing sector
accounted for 97.0 percent of the total employment growth in America’s urban system during
the 1980s.

In Table 2-3, shares of total U.S. metro regional employment are categorized by sector and
follow shifts in each sector’s share of total U.S. employment over time. Indicative of the way
in which the U.S. economy is dominated by the performance of the private sector, 84.6
percent of total urban employment in 1990 was in the private sector. This represents a steady
rise from 81.8 percent in 1970 and 83.3 percent in 1980.

This relatively rapid shift of employment growth to services-providing industries has attracted
attention for a number of reasons. Not only has it marked the transit of this Nation’s
economy to a stage of development at which considerable wealth is tied directly to the
provision of services to individuals and to organizations in the form of intermediate inputs,
but it also has underscored the rapid transformation of the Nation’s industrial moorings and
urban employment and earnings opportunities.12

Private vs. public sector. Using total U.S. employment growth as a standard of comparison,
Table 2-2 indicates that private sector employment expanded by 24.1 percent during the
1980s, a rate nearly twice that of the public sector (12.5 percent). These growth rates are
both lower than those that characterized the 1970s, 27.3 percent and 15.2 percent,
respectively.

While the U.S. economy still derives a substantial and generally steady share of its total
output from the goods-production sector via its manufacturing, construction, and mining
industry groups, the rising productivity of industries within these sectors indicates that their
outputs are no longer solely dependent on ever rising levels of employment. Since these
efficiencies translate into goods of ever higher quality and sophistication at stable or

largely intangible. Finally, a third level of comparison reports changes individually for the
nine industry categories defined at the one-digit level in the Standard Industrial Classification
(SIC) system.

Table 2-2 indicates that services-providing industries expanded their U.S. employment base
by nearly a third (31.1 percent) during the 1980s. While services employment expansion was
equally high (32.1 percent) in the previous decade, the decline in goods-production
employment growth from 11.4 percent during the 1970s to only 1.1 percent during the 1980s
represents a remarkable break from the past.
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This continuing restructuring of the Nation’s larger economy in ways that reduce the labor
requirements of goods production and free labor for providing services to consumers and to
other producers of goods and providers of services is readily apparent within the Nation’s
urban economies. As indicated in Table 2-3, in 1970 the broad and diverse services sector
accounted for approximately two-thirds (67.4 percent) of the urban employment base. Over
the next two decades, this share rose rapidly, reaching 71.2 percent in 1980 and 76.4 percent
in 1990. Meanwhile, over the same two decades, the share of urban employment centered in
goods production declined from more than one job in four (27.6 percent) in 1970 to only one
job in five (20.3 percent) in 1990. The remainder of the job base can be traced to
agriculture.

Most of this growth was broadly distributed across U.S. metro regions. Indeed, only 13 of
the Nation’s 282 metro regions experienced net employment loss in the FIRE group during
the 1980s. The flow of foreign and domestic capital into U.S. banking centers during the
decade was partially responsible for these broad employment gains, with an especially large
“Manhattan effect” of stimulation in the major growth centers of the East (New York) and
West (Los Angeles) coasts. During the same period, only seven metro regions lost retail
jobs. Finally, the ascendance of medium-size metro regions into the top ranks of regions

declining prices, goods consumption accounts for steadily declining shares of national wealth.
As a consequence, because declining shares of the value added in goods-production takes
place in factories, mines, and at countless scattered construction sites, and instead can be
traced to both upstream and downstream activities such as product design and development,
marketing, finance, and after-sale services and repair, when measured on several
conventional indicators, the goods-production sector of the Nation’s economy appears to be
receding. Nonetheless, it is far from clear that this process necessarily constitutes either
industrial deterioration or decline as opposed to a more benign form of economic
transformation.

Therefore, despite the fact that many U.S. industries are facing enormous challenges as their
technology bases evolve, as the structures of both demand and supply that they face continue
to shift, and as they encounter stiff competition from worthy competitors, the employment
shift to services can be seen as part of a larger transformation of the Nation’s economy
whose implications may well differ across metro regions.

Industry group-specific rates of change. Finally, in examining individual industry groups
we encounter evidence of specific industry group performances that took place during the
1980-90 decade. During this period, rates of employment growth in four industry groups—
construction, the FIRE group (finance, insurance, and real estate), retail, and general
business and consumer services—surpassed that of the larger U.S. economy (see Table 2-2).
During the previous decade, the expansion of employment in these same four groups, in
addition to both mining and wholesale, also grew at rates exceeding the national rate.
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At the same time, however, in nearly all cases employment growth in individual industry
groups during the 1980s was slower than during the 1970s. In the case of manufacturing,
slow growth (5.5 percent) during the 1970s actually slipped into absolute employment
contraction (4.9 percent) during the 1980s. Moreover, reflecting the rapid adjustments to
global energy shocks during the 1970s, rapid employment growth (71.8 percent) registered in
mining during that decade was a precursor to substantial employment contraction (22.6
percent) during the 1980s. In only the case of the services industry group—a diverse
collection of specific consumer and business services—did the rate of employment growth
increase between decades from 46.8 percent in the 1970s to 54.0 percent in the 1980s.

Table 2-3 also reports shifts in employment shares by individual industry group. Of
particular interest is the rapidly declining share of urban employment in manufacturing.
Whereas 21.9 percent of the Nation’s jobs were in manufacturing in 1970, only 14.4 percent
were by 1990. This rapid shift is of inestimable social consequence for metro regions, as will
be indicated below. As the Nation’s city-based economies transform from centers of goods
production to centers of services provision, a series of mismatches—both skill-based and
spatial—present themselves as barriers between different social groups residing in central city
(and suburban) areas and opportunities for present and future employment. This report will
examine the circumstances surrounding this shift in more detail in Chapter 4.

Urban System Employment Change by Sector and Size of Urban Area,
1980-1990

experiencing rapid employment growth in specific industry groups illustrates not only how
smaller metro regions can aspire to leadership in selected services industry functions, but
also how opportunities for such performances were able to filter down into lower size strata
of the larger urban system during the 1980s. In the transportation and public utilities (TPU)
sector alone, for example, Charlotte, North Carolina, emerged as an air distribution hub for
USAir, with Memphis, Tennessee, playing a similar role for Federal Express. And with
these new economic roles came substantial metro regional employment gains.

Table 2-4 is composed of a collection of sector-specific analyses which report rates of
employment change for specific economic sectors and industry groups broadly and narrowly
defined in the larger urban system over time. Once again, shaded areas indicate in which

The growth and development of the Nation’s urban system involves much more than
extending the industrial contours of the existing economy out into the future. Indeed, the
development of the Nation’s larger urban system is inevitably characterized by uneven rates
of growth in different parts of the system. One way of illustrating this is to examine how
employment gains (and losses) have been distributed across different sectors and industry
groups and to identify how they have been distributed throughout the size categories of the
Nation’s urban system during the past two decades.13
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Total employment change rates. In the first panel (upper left) of Table 2-4, rates of growth
of U.S. total employment growth during the 1970s and 1980s are used as the standards
against which to compare the performances of other parts of the urban system. Not only did
overall employment growth slow somewhat from the 1970s (25.1 percent) through the 1980s
(22.2 percent), but nationwide employment growth rates also declined across all sectors
between the 1970s and 1980s, albeit at quite different rates. As noted above, the inter-decade
slowdown in employment growth was most marked for the goods-producing sector while it
was barely detectable for the services-providing sector.

Now let us compare sectoral growth rates to the national rate within time periods. When the
focus is shifted to those size categories that experienced aggregate rates of growth exceeding
the national rate for each decade, an equally clear pattern emerges. As indicated by the
shaded entries, within the context of widespread slowing of employment growth rates
throughout the urban system outside the Nation’s largest urban areas, between the two
decades relatively rapid employment growth shifted from smaller to larger urban areas. By
1990, in only the size categories including the 38 urban areas with populations over 1 million
did employment growth exceed that of the larger Nation.

Private sector employment change rates. Between the 1970s and 1980s, the country’s rate
of private sector employment growth declined slightly from 27.3 percent to 24.1 percent.
Following the pattern above, this decline was mirrored in all urban size categories except for
those metro regions whose populations exceeded 1 million or were smaller than 100,000. As
before, rates of private sector employment growth in the largest metro regions increased over

(population) size categories in the larger urban system the performance of the entire Nation
was surpassed.

Now let us continue to compare growth rates within sectors (rows) and across time periods
(columns). Employment growth across metro regions in the two largest size categories
actually moved in a direction opposite to that of the Nation as a whole. In the New York and
Los Angeles CMSAs, the only two metro regions in the largest size category, within fixed
1990 geographic boundaries, employment grew at 15.9 percent across the 1970-80 period,
rising to 22.4 percent across the 1980-90 period. Of course, because it is difficult to
extrapolate larger national urban system tendencies from the performance of these two
sprawling megalopoli, attention must shift to those metro regions closest to them in size.
Between 1970 and 1990, the rate of employment growth between decades in the 1-10 million
stratum of the U.S. urban system also increased slightly—31.0 percent to 31.7 percent.14 In
the three smaller size categories, inclusive of individual metro regions whose populations
were smaller than 1 million, the patterns of slowing rates of employment growth from the
1970s to the 1980s are marked and mirror the experience of the larger U.S. economy with
rates of employment growth slowing between decades.



2-12

Public sector employment change rates. Patterns of public sector employment change
differed only slightly from those associated with the private sector. Overall the rate of public
sector employment growth declined from 15.2 percent during the 1970s to 12.5 percent
during the 1980s. However, this decline was evident in all urban size categories except for
the largest, which includes only Greater New York and Greater Los Angeles. For these two
megalopoli, the rate of public sector employment expansion actually doubled from 7 percent
during the 1970s to 13.8 percent during the 1980s.

Meanwhile, as indicated in the inter-decade shifts, it is apparent once again that employment
growth shifted upward in the U.S. urban system, especially in the country’s largest metro
regions. In only the categories composed of 75 metro regions with populations exceeding
one-half million did public sector employment growth rates exceed that for the larger Nation
during the 1980s.

time, while the rate of private sector employment contraction slowed among the smallest
metro regions.

Meanwhile, whereas employment growth rates during the 1970s in all metro regions save
the largest and smallest—exceeded that for the United States at large, by the 1980s, in only
those metro regions with populations between 1 and 10 million did employment growth
exceed the national rate. This represents a very marked shift in the distribution of
employment growth within the larger U.S. urban system. And, as indicated below, this
pattern, whereby relatively rapid employment growth was concentrated in the parts of the
urban system composed of the largest metro regions, characterized a variety of sectors and
industry groups during the 1980s.

Goods-producing sector employment change rates. Employment growth across the broad
U.S. goods-producing sector effectively ceased by the 1980-90 decade, declining from 11.4
percent in the 1970s to only 1.1 percent for the 1980s. In general, a pattern whereby growth
slowed or employment even contracted between the decades is replicated across all the size
categories of the larger urban system. Indeed, in sharp contrast with the 1970s, during the
1980s goods-production employment actually contracted in all size categories except the 1-10
million category. Doubtless, this reflects several forces at work. During this period the bulk
of manufacturing employment growth came in technology-intensive sectors, and more and
more was being understood about the affinity of those industries for the well-developed skill
pools and related urban service and skill infrastructures generally found in larger metro
regions. Moreover, the shifting tax treatment of construction investment fueled massive
commercial, office, industrial, and residential investments in America’s major central and
satellite business districts, thereby accelerating the emergence of multinodal urban areas. In
the broadest sense, however, widespread employment loss was at least partly reflective of a
productivity dynamic at work within goods production itself—and especially
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During the 1970s, goods-production employment growth expanded in the broad size
categories between 250,000 and 1 million. Nonetheless, following the pattern evident across
other employment growth performances, during the 1980s such goods-production
employment growth as was experienced had increasingly filtered to nonmetropolitan rural and
exurban locations outside the Nation’s urban system altogether.

Services-providing sector employment change rates. The last panel of Table 2-4 reveals
the comparable patterns for the broad services-providing—trade, consumer, and business
services—sector. As noted above, U.S. employment growth in this broad sector, which by
1990 accounted for more than three-quarters (76.4 percent) of the total U.S. employment
(see Table 2-3), proceeded at relatively high and steady rates during both the 1970s (32.1
percent) and 1980s (31.1 percent). Nevertheless, outside metro regions with populations less
than 1 million, rates of growth actually slowed substantially across decades. The Nation’s
largest population centers constituted that portion of the U.S. urban system that served as the
strongest magnet for employment growth in this sector.

manufacturing—rather than any shifts in the capacities of different size strata within the
larger urban system to host employment growth in this sector.

Variable rates of employment change by industry group and size of urban area, 1970-
1990. Table 2-5 is presented as a collection of tables that report employment growth rate
shifts for eight specific private sector nonagricultural industry groups that compose the
broader goods-producing and services-providing sectors. While it is difficult to summarize
such a broad array of data, two pervasive patterns can be observed.

For the most part, it is apparent that the urban size dimension continues to channel
employment growth within and between decades. Overall, the largest metro regions have
followed growth trajectories different from those of smaller metro regions in five of the eight
industry groups. Only for manufacturing, wholesale trade, and mining were the patterns of
employment growth/contraction between decades registered for the Nation at large replicated
across all size categories.

In manufacturing (and mining) by the 1980s, throughout the U.S. urban system, metro
regions had either moved from slow growth to absolute decline or were shedding
manufacturing and mining employment at an accelerated rate. Only 136 of the 282 U.S.
metro regions experienced increases in manufacturing jobs during the 1980s. The top three
gainers were Seattle, San Francisco-Oakland, and the Greater Los Angeles areas. All are
located on the West Coast, with industrial structures dominated by aircraft production and
electronics-based industries, the primary beneficiaries of the defense buildup of the early
1980s. Only 19 metro regions experienced job gains exceeding 10,000 in manufacturing.
While only one metro region gained as many as 50,000 manufacturing jobs, seven other
metro regions lost that many jobs over the period. Indeed, Greater New York lost more than
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What were the effects of these uneven employment change rates on the economic structures
of the U.S. urban system and its size strata? Table 2-6 is composed of a collection of sector­
specific analyses that report the total employment shares of a specific economic sector in the
larger urban system across the 1970-90 period.

Private and public sector shares shifts. In 1990, 84.6 percent of U.S. employment was in
the private sector, up from 81.8 percent in 1970. At the same time, however, this
employment can also be “located” in a variety of other senses, including the possibility of
sectoral shares varying considerably across urban size strata.

300,000 manufacturing jobs, while the Chicago and Pittsburgh metro regions lost nearly
200,000 and more than 120,000 manufacturing jobs, respectively, during the 1980s.

The first two panels of Table 2-6 show shifts in private and public sector employment shares
in U.S. metro regions by population size. Across each size category, the private sector share
of total urban employment increased during the past two decades. Another clear pattern is
also evident. In 1990, there was a positive relationship between private sector share of total
U.S. employment and urban size category. This indicates that within a relatively narrow
range of variation, the strata composed of larger metro regions tended to host a mix of
employment more tilted toward the private sector than did the strata composed of smaller
metro regions. For the most part this same pattern held for both 1980 and 1970. While there
were doubtless certain efficiencies to be sought by both State and Federal government in
concentrating public employment in common urban locations, it also appears that across ever
larger size categories those resulting efficiencies were such that public sector employment did
not expand apace with private sector employment.

Goods-producing and services-providing share shifts. In the second two panels of Table
2-6 the goods-producing sector and services-providing sector shares of total urban
employment by size of metro region are reported. In 1990, the larger the size category, the
smaller was the goods-production share of total employment. This indicates that the broad
shift-to-services dynamic found an especially supportive context in the country’s largest

Moreover, for the most part, the evidence suggests that industry group employment growth
rates exceeding the U.S. average characterized a broader array of size categories during the
1970s than during the 1980s, with growth tending to filter especially into the narrower ranks
of the country’s largest metro regions. This pattern is evident in the construction, FIRE,
TPU, retail, wholesale, and services groups as well as the total U.S. employment panel. In
manufacturing, rates of employment contraction exceeding the national rate were distributed
across the largest, smallest, and medium size urban categories, while the brunt of mining
employment contraction was borne by metro regions in the smaller size categories.
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The shifts in services providing sector employment shares follow a reverse-image pattern
with the composition of urban employment increasingly tilted toward services provision as
one rises through the urban size hierarchy.

Within the larger and more diverse consumer and business services group, not only did
shares of total employment increase across the two decades in all urban size categories, but
in both 1980 and 1990 moving up through the urban size hierarchy one encounters steadily
increasing services shares of total employment.

The United States did not emerge full-blown with its economic activity or demography
distributed on a continent-spanning scale. Rather, the bulk of early development began in the
New England area more than three centuries ago, radiated outward through the Northeast and
down the Atlantic Coast, and in due time was drawn westward. It was not until early in this
century that the essential outer bounds of the Nation’s economy were set. Within those
bounds, and reflecting ongoing industrial transformation and accompanying demographic
shifts, the Nation’s urban economy continued to emerge and evolve.

Manufacturing and services share shifts. Finally, let us focus on the same kind of shifts
within the narrower manufacturing and services industry groups. In 1970, the significance of
manufacturing to the largest U.S. metro regions was still quite clear. The manufacturing
share of total employment exceeded that of the larger Nation in all size categories but the
smallest. Over time, however, the largest metro regions gradually surrendered this function
to smaller ones as well as to areas outside the Nation’s urban system altogether. By 1990,
only metro regions in the size categories below one-half million had manufacturing shares of
total employment that exceeded that of the Nation as a whole. Meanwhile, the share of all
manufacturing employment in U.S. metro regions had declined to 76.8 percent, down from
80.6 percent in 1970. These trends reflect a continuing long-term restructuring of the larger
U.S. urban economy away from hosting manufacturing employment in the largest metro
regions.

metro regions. In both 1980 and 1970, the pattern was somewhat different with goods-
production employment shares rising with urban area size until the 500,000 to 1 million
category and falling thereafter. This is consistent with the evidence that the largest metro
regions, in particular, are shifting to economies tied increasingly to the provision of a wide
variety of services and away from goods production. And over time this transformation has
set the stage for the growing skill mismatches between those who work in and those who live
in the largest U.S. metro regions. By 1990, a goods production employment share equal to
or exceeding that of the larger U.S. economy is not encountered until one moves down
through the urban size hierarchy from the very largest metro regions to those in the 250,000-
500,000 size range.

Regional Economic Diversity: The Dynamics of Nation Building15
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Are employment changes for the country replicated across major multi-State census regions?
In Tables 2-7 a-m, total and sectoral employment change patterns are reported by four
census regions-Northeast, North Central, South, and West (see Map 2-1). Where larger
national patterns are replicated within these regions, the changes indicated are so fundamental
that any other differences by region are overwhelmed. However, the evidence indicates that
this is seldom the case. In fact, on most indicators of urban economic change, regions do
make a difference.

Performance and development patterns tend to unfold differently across census regions.
Doubtless, such things as industry mix, structural and spatial features of individual metro
regions, demography-related social characteristics, and related governance trends all have the
capacity to channel urban economic changes differently within different census regions. Let
us examine the evidence for total and sectoral employment changes.

Three broad trends are evident in the data for total employment change across regions. First,
during both decades employment grew at rates faster than the national rate in both the South
and the West. Rates in the Northeast and North Central regions lagged markedly. This
pattern is consistent with the widely observed evidence of regional development lags
frequently reported during this period between the Northeast and Midwest (“Snowbelt”) and
the once-peripheral regions of the South and West (“Sunbelt”).

The legacies of these nation-building spatial dynamics continue to be evident today. And,
more recently, new ones have begun to emerge. They can be seen in the persistent multi­
State regional differences that characterize the continuing development and distributional
features of the Nation’s demography and economic activities both inside and outside U.S.
metropolitan-scale regions. This section draws attention to the continuing significance of
multi-State regions, the differences that define them, and the dynamics their differing
development experiences set in motion in the larger U.S. urban system.

Total employment. Table 2-7a reports total employment change patterns by census region.
As before, a shading technique is used as an aid to table reading. The leftmost panel in each
table reports employment change rates for the entire Nation and its urban size categories. At
the top of each column is the rate for the Nation at large. In each case the cell value is
shaded, indicating that it is to be used as a standard against which total regional change rates
are to be compared. Moving left to right across the panels for each respective region, where
a change rate exceeds that for the Nation at large during a specific period, it is shaded.
Within all five panels, change rates by urban size category are reported in columns. Where a
cell value below exceeds the value at the top of a respective column, it too is shaded. In the
few instances where we encounter employment contraction, a cell value is shaded if it
indicates either employment expansion or a rate of employment contraction less than that of
the national rate.
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A second pattern, however, follows from the first. Some limits to this convergence process
appear to have been encountered during the 1980s. Indeed, while the South and the West
each experienced employment expansion at rates faster than the Northeast and North Central
regions, in both the South and the West the 1980s growth rates are markedly lower than
those of the 1970s. Meanwhile, in the Northeast and North Central regions, the 1980s rates
are higher than those that prevailed during the 1970s. In this respect, then, the 1980s
constitute a period generally characterized by broad regional convergence. It is systemwide
evidence of this kind that cannot go unappreciated in devising an appropriate Federal stance
regarding economic and social changes in the Nation’s urban areas. The data reported here
indicate that the resumption of a long period of extended economic growth during the 1980s
had the systemwide effect of narrowing broad regional differences. As this report indicates
below, the implications of extended economic growth reached far beneath the plate tectonics
of broad economic regions and registered their complex impacts on the Nation’s communities
and households across the land. These extended and complex linkages across spatial scales
must not be obscured when taking stock of changes in America’s urban areas.

Finally, a third trend involves the patterns of distribution of employment growth across metro
regions categorized by population size. During the 1970s, relatively rapid employment
growth characterized the middle-size categories of the Nation’s urban system. By the 1980s,
that relative growth had migrated into the largest size categories. In this shift is rudimentary
evidence of the increased importance of urban size and scale as magnets for employment
growth.

Meanwhile, it appears that the larger national pattern is not clearly evident in any of the four
census regions. During the 1970s, relatively rapid employment growth was widely distributed
across all but the largest and smallest metro regions throughout the Northeast. By the 1980s,
however, that broad growth had fragmented into a pattern whereby growth was distributed to
nonadjacent size categories. In the North Central region, whereas growth was generally
concentrated in the smaller metro regions during the 1970s, by the 1980s the more important
patterns involved the relatively even distribution of growth across all size categories except
that which included metro regions of between one-half and 1 million population. In the
South, across both decades growth generally remained concentrated in the larger urban areas.
Meanwhile in the West, growth differentials across size categories generated during the
1970s lessened dramatically during the 1980s, with the more moderate growth that continued
shifting into larger metro regions.

In sum, these differing patterns amount to evidence of a continuing redivision of labor being
imposed among broad census regions. In the older industrial—Northeast and North Central—
regions during the 1980s, as employment growth rebounded from the lower levels of the
previous decade, it was generally the smaller metro regions that led the regions’ responses.
By contrast, in the South—although less so in the West—it was the larger metro regions that
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Regional patterns by sector and industry group. To what extent were these Nation-scale
employment change patterns replicated across different sectors and industry groups? The
remaining tables (Table 2-7 b-m) are devoted to reporting employment change rates for the
United States and its four major census regions by paired sectors—private vs. public sectors
and goods-producing vs. services-providing sectors—as well as by individual one-digit
industry groups as defined by the Standard Industrial Classification (SIC) system.

served as the economic locomotives for the broader regional adjustments in the context of
overall national economic expansion.

Are the larger trends described above generally replicated across sectors and industry
groups? For the most part, the evidence indicates that total employment growth in the South
and West exceeded that for the larger national economy—and thereby for the Northeast and
North Central regions. Not suiprisingly, then, this suggests that the once-peripheral regions
of the country continued a decades-long process of being drawn into the country’s economic
mainstream. Most clearly seen in this pattern is the continuing nationwide development
process as the South and West sustain more rapid growth rates than the older industrial
Northeast and North Central regions. The only notable exception to this larger pattern
involves manufacturing. During the 1980s, the flow of massive amounts of multiyear defense
funding to the West enabled this region alone to remain insulated from the widespread
employment contraction being experienced by the rest of the country.

Reflective of the larger national pattern, across the massive private sector, the broad
services-providing sector, as well as the construction and retail industry groups, employment
growth rates rose between decades in the Northeast and North Central regions while they
declined between decades in the South and West. Public (government) sector employment
growth rates accelerated across decades in the Northeast and West, while slowing in the
North Central and South regions. In the manufacturing, mining, and wholesale industry
groups, rates of employment growth either declined or slipped into actual contraction
between decades in all four regions. Meanwhile, in the FIRE group, employment growth
accelerated across decades only in the Northeast, while slowing in all other regions. Finally,
growth of business and consumer services employment actually accelerated between decades
in all regions except the West where it continued across the 1980s at the same high rates
recorded during the 1970s. Therefore, an economic restructuring which included an
employment “shift-to-services” is clearly evident across all quadrants of the Nation’s
economic landscape. A closer examination of this geographically broad shift and its
implications follows in a later section.

Finally, and agam reflective of what was found in the larger U.S. context, it is apparent that
the patterns of distribution of employment growth across urban size categories are replicated
across most sectors and industry groups. For the entire urban system, relatively rapid growth
tended both to shift in the direction of—and to become somewhat more concentrated
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An urban systems perspective directs attention to key features of both the compositions of the
local economies and the larger contexts within which their performances can be interpreted.
One of those contexts in recent years has been that defined by the dominance of particular
economic development policy perspectives as public officials have sought ways to influence
the ongoing evolutions of their State and local economies.

During the 1980s, one of the touchstones of economic development debates across the
country was the conviction that States and localities highly dependent on a single industry or
a small number of linked industries could become less vulnerable to cyclical downturns by
diversifying their economies. Powerful momentum for this prescription was provided by the
images of distressed communities broadcast in the popular media through the decade; for a
half-century or more they had been dominated by highly concentrated industries like
automobile, glass, tire/rubber, textile, and steel production. The consequences of such
vulnerabilities were often illustrated by the high-profile role of energy production in the
Southwestern States, low-wage manufacturing across the South, and standardized metal­
bending production across the industrial Midwest.

The salvation held out to these communities was that by finding ways of reorienting then-
local economic bases toward higher value-added activities in the same or linked industries
and in the advanced services, as well as by nurturing entirely new industries, they could
become less vulnerable to the shifting fortunes of a historically dominant industry or sector.
Therefore, a strategy of targeting opportunities and channeling growth so as to spread
economic dependence over a broader base of local industries was widely viewed as a local
economic insurance policy and therefore a salutary goal of economic development policies
and programs.

in—categories composed of larger metro regions between decades. For the most part, this
pattern was replicated in the Northeast. In the North Central region, the urban development
dynamics both within and across decades were such that the smaller metro regions tended to
be characterized by relatively more rapid employment growth across most sectors and
industry groups. In the South, by contrast, it was the larger urban areas that recorded the
more rapid employment expansion during both decades. Finally, in the West the tendency
was for a more size-dispersed growth pattern during the 1970s to yield to a pattern during
the 1980s in which relatively rapid growth either shifted upward through the system to larger
metro regions or concentrated in adjacent middle-size categories, or both.

Recently, evidence seeming to confirm the wisdom of this goal has become available.
Research on patterns of employment growth in the Nation’s largest cities since mid-century

LOCAL ECONOMIC RESTRUCTURING: DIVERSIFICATION AND
SPECIALIZATION TRENDS16



2-20

But how do these shifts take place? As change across economic sectors, regions, skill pools,
and labor demands unfold at differing rates throughout local economic systems, a
restructuring dynamic is energized. Over a long time, these dynamics can rework the
structure of an economy. Often overlooked, however, is that recovery phases of the business
cycle can accelerate this restructuring by shifting the mix of sectors in a local economy
rather than simply restoring a local economy to its prerecessionary form. Where this
expansion resulted in employment being distributed less equally across sectors, such as when
the gaps between lead sectors and secondary sectors in an economy widen, this can be
interpreted as evidence of increased economic specialization of a metro regional economy.
By contrast, where employment comes to be distributed more equally across sectors, such as
when the greatest net employment change is captured by historically less dominant sectors,
this is considered evidence of a increased economic diversification.

In what ways did the cyclical shifts of the 1980s register their impacts on the restructuring of
the Nation’s major metro regions? By using employment data for an eight-sector model of a
metro region’s economy, relative employment changes across the 1984-88 period were
developed. This time span corresponds to the relatively less propulsive phase of the business
cycle where the initial “rebound” of the recovery stage has already settled into a subsequent
expansion phase.

The postrecovery expansion period of the last decade had markedly different impacts
throughout the Nation’s urban system. While the dominant tendency was in the direction of
greater diversification, a sizable share of metro regions became increasingly specialized. The
results indicate that 227 (70.3 percent) of the Nation’s 323 metro regions either retained their
basic economic structures or grew more diversified during the 1984-1988 period.18 Only 96
(29.7 percent) of these metro regions grew more specialized—that is, experienced their most
rapid growth in already dominant sectors. In Map 2-2 the differing development outcomes
for the Nation’s largest metro regions whose populations exceeded 1 million in 1980 are
displayed.

reveals that the more a city’s economy specializes in a specific industry, the slower its
employment and wage growth.17 Economic specialization in which a specific industry is
overrepresented in a local economy was found to reduce the prospects for overall
employment growth. Therefore, by implication, urban economic diversity can be judged to
promote growth through the knowledge flows among industries in a common location. Local
industrial diversity, rather than specialization, sets in motion a chain of economic events
leading to new process and product technology innovations and ultimately to new sources of
local economic growth.

Figures 2-8 a-j report restructuring shifts among a variety of groupings of U.S. metro
regions. Shifts in each case are measured using an index of economic restructuring that
measures the direction and degree of distribution of employment across sectors.19 Figures
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In the Northeast (Figure 2-8a), the general trend involved increased diversification, with the
most dramatic shifts exacted from Nassau-Suffolk Counties (Long Island) and Pittsburgh.
Hartford was the only major metro region to experience (slightly) increased specialization, an
outcome that appears to be the result of substantial employment contraction in manufacturing,
its dominant sector, and rapid expansion in producer services. While New York was the most
diversified metro region in the Northeast at both points in time, along with Philadelphia and
Boston it displayed very little evidence of economic restructuring over the period.

In the North Central census region (Figure 2-8b), Milwaukee, Cleveland, Indianapolis, and
Cincinnati experienced the most dramatic restructuring over the period. Like Hartford above,
and for the same reasons, only St. Louis experienced a shift toward greater specialization.
Moreover, it appears that the recovery-expansion phase of the business cycle had the effect
of eroding certain employment structural differences across the major North Central metro
regions. Indeed, by 1988 a greater degree of equality on this index existed than was the case
in 1984.

In the South (Figure 2-8c), by contrast with older industrial regions, the largest metro
regions (Washington, D.C., and Dallas) began the period considerably more specialized than
other metro regions in the census region. Yet the route each took to increased diversification
was quite different. In 1984 the dominant sector in Washington, D.C., was producer services
(29.8 percent); by 1988 that sector’s share of total employment had increased (31.9 percent)
while shares of four other sectors had declined. By contrast, in Dallas in 1984, goods
production was the dominant employment sector (28.6 percent); by 1988 its trek toward
increased diversification involved a declining share in its lead sector (25.0 percent) and
increased shares in four other sectors. Atlanta was the sole major metro region in the South
to become increasingly specialized, while Miami’s shift to diversification was by far the most
dramatic in the census region over this period.

In the West (Figure 2—8d), we see evidence of relatively great heterogeneity across metro
regions, but relatively less evidence of restructuring shifts over the period. The
diversification experience in Anaheim-Santa Ana was the most vigorous restructuring
experienced by a major metro region in the West. At the same time, the impressive industrial
credentials exhibited by San Jose are the most remarkable structural feature in the West
during this period. While San Jose experienced some slight diversification, it remained a
manufacturing mecca all through the period.

2-8 a-d report the results for the four major census regions. In each figure the restructuring
within the major metro regions ranked by size is indicated. Figures 2-9 a-i report the details
of the economic restructuring experienced by the United States at large and eight selected
metro regions representing each of the four census regions.
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