
Coping with change: 
Cities, neighborhoods 
and the knowledge 
economy

Joe Cortright



CityObservatory.org

http://CityObservatory.org


Synopsis

• Urban economics
• The knowledge economy of cities
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• Policy choices



Urban economics



City economies drive US growth

Dec 2015



A premium for city living

Source: Decennial censuses and the America Community Survey, restricted use data 
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The “Dow” of cities

Fitch: Since 2000, home prices in city centers have outperformed those in suburbs by 50 percent. 
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A knowledge 
economy in cities



Education drives prosperity

Four-year attainment

EDUCATIONAL ATTAINMENT AND PER CAPITA INCOME, 2014
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Place matters

Look for the best job I can 
find. The location is pretty 

much a secondary 
consideration 

Look for a job in a place that I 
would like to live



Close-in neighborhoods

3-MILE RADIUS  
AROUND CITY  

CENTER



Nationally: Close-in 
neighborhoods growing 
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Young adults are 
increasingly choosing cities

 24

Table 5: Relative Preference for Close-In Urban Neighborhoods, 1980 to 2010 

 1980 1990 2000 2010

Population 25 to 34 10% 12% 32% 51% 
25 to 34 with a four-year degree NA NA 77% 126% 
 

Source: Decennial Census, years cited, American Community Survey, 2008-12 five year data. 

How to read this table: Figures represent the proportionately greater likelihood that a person in the demographic group would reside in a close-in 
neighborhood compared to the average metropolitan resident. For example, in 1980, a 25 to 34 year old person was about 10 percent more likely to live 
in a close-in neighborhood than the average metropolitan resident.

This trend was nearly universal across large 
metropolitan areas. The number of well-
educated young adults living in close-in urban 
neighborhoods has increased in 49 of the 51 largest 
metropolitan areas. Only Birmingham and Detroit 
saw a decrease in the number of 25 to 34 year olds 
with a four-year degree living in neighborhoods 
within 3 miles of the center of the central business 
district between 2000 and 2010 (See Table 6).

The largest concentrations of talented young 
adults in close-in urban neighborhoods are not 
surprisingly in the heart of the nation’s largest 
and most vibrant cities: New York, San Francisco, 
Washington, Chicago and Boston. Each of these 
cities—which has dense residential neighborhoods 
in and near its urban core—has more than 70,000 
college educated 25 to 34 year olds living within 
3 miles of the center of the central business 
district. And except for San Francisco (up just 8 
percent during the decade) all of these large cities 
recorded substantial gains in the number of well-
educated young adults over the past decade—led 
by a 75 percent increase in the number of young 
adults living in close-in urban neighborhoods in 
Washington, D.C.

The more sprawling and less dense cities of 
the Sunbelt, and a number of older, industrial 
metropolitan areas have much smaller 
concentrations of young talent in their core 
neighborhoods. Of our fifty-one metropolitan 
areas, eleven have fewer than 5,000 college 
educated young adults living in close-in urban 
neighborhoods. But over the past decade, nine of 
these eleven cities with the smallest concentrations 
of close-in talent recorded increases.

RELATIVE PREFERENCE:  
HOW MUCH MORE LIKELY IS SOMEONE TO LIVE IN A CLOSE-IN  

NEIGHBORHOOD THAN THE AVERAGE METRO RESIDENT.



Young, college educated 
increasing in Pittsburgh
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The new reality of  
economic development:
The HR Department now drives business location and  
expansion decisions:
• Where can we find lots of well-educated workers?
• Where can we easily attract more?



Nationally:  Job growth 
centralized
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“Core Values”
Since 2010, nearly 500 
companies expanded or 
relocated downtown
Reasons: 

• “Attract & retain 
talented workers”

• Build brand & 
company culture

• Support creative 



Place and 
Opportunity



Place determines economic mobility
The Geography of Upward Mobility in the United States 

Chances of Reaching the Top Fifth Starting from the Bottom Fifth by Metro Area 

San 
Jose  
12.9% 

Salt Lake City 10.8% Atlanta 4.5% 

Washington DC 11.0% 

Charlotte 4.4% 

Denver 8.7% 

Note: Lighter Color = More Upward Mobility 
Download Statistics for Your Area at www.equality-of-opportunity.org 

Boston 10.4% 

Minneapolis 8.5% 
Chicago 

6.5% 

Source:  Raj Chetty, Equality of Opportunity Project



Within metro areas, too

Source:  Raj Chetty, Equality of Opportunity Project



Biggest factors limiting 
economic mobility
1.  Segregation 
2.  Income Inequality 
3.  Family Structure 
4.  Social Capital 
5.  SchoolQuality 

Source:  Raj Chetty, Equality of Opportunity Project



Less income segregation = 
greater economic mobility

Raj Chetty:
Racial and income 
segregation 
associated with 
less mobility 
Children of poor 
families more likely 
to be poor as 
adults in 
segregated cities

INCOME SEGREGATION VS. ECONOMIC MOBILITY
By metro area
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Less racial segregation = 
smaller income gap

CITIES WITH LOWER BLACK/WHITE SEGREGATION HAVE A 
SMALLER GAP IN INCOMES BETWEEN BLACKS AND WHITES.

Pittsburgh



Concentrated Poverty

• Worse schools
• Higher crime
• Poorer mental & physical health
• Weaker social networks
• Less intergenerational economic mobility
• Disproportionately affects people of color



What happened to urban  
high poverty neighborhoods 
after 1970?





Concentrated Poverty 

1970:
1119 tracts

5m residents
1.96m poor

2010: ?



2010 
Poverty 

Neighborhood 
Type

Number of 
Tracts/Share of 

1970 Poor 
Population

Change in 
Population 

1970 to 2010

30%+ Chronic 
 high poverty

737 Tracts
(74% of 1970 

poor)
-40% 

Population

15% to 
30% Still poor

277 Tracts
(21% of 1970 

Poor)
-23% 

Population

<15 % Rebounding
105 Tracts 

(5% of 1970 
poor)

+33% 
PopulationIncludes only tracts in the 51 largest MSAs within, 10 miles of the CBD with poverty rates higher than 30% in 1970



     Pittsburgh details: 
2010 

Poverty 
Neighborhood 

Type

Number of 
Tracts/Share of 

1970 Poor 
Population

Change in 
Population 

1970 to 2010

30%+ Chronic 
 high poverty

10 Tracts
(68% of 1970 

poor)
-64% 

Population

15% to 
30% Still poor

4 Tracts
(25% of 1970 

Poor)
-64% 

Population

<15 % Rebounding
2 Tracts 

(7% of 1970 
poor)

-81% 
PopulationIncludes only tracts in the 51 largest MSAs within, 10 miles of the CBD with poverty rates higher than 30% in 1970



1970 2010

Tracts 1,119 3,165

Population 4,980,522 10,712,260
Persons in 
poverty 1,963,870 4,104,552

Percent of urban 
poor in high 

poverty tracts
27.7% 38.7%

Census Tracts in within 10 miles of the CBD, 51 largest US metropolitan areas 

The Growth of Urban High 
Poverty Neighborhoods

18% 29%Pittsburgh



Pittsburgh: 1970 to 2010



Pittsburgh’s Change



Gentrification:  
What we know



• Is it widespread?
• Does it produce displacement?
• What can we do?

Questions



Gentrification is rare

• Few neighborhoods are 
affected

• Most changes are small
• Most poor neighborhoods 

of color are growing poorer



Moving is common

• Median renter tenure is 2 years
• Poor are no more likely to move out 

of gentrifying neighborhoods than 
non-gentrifying ones

• Moving is a key source of 
household economic advancement



Displacement is rare

Households living in gentrifying 
neighborhoods had just a 1.2% chance of 
being displaced 
“. . . displacement and higher mobility play 
minor if any roles as forces of change in 
gentrifying neighborhoods.”  

Lance Freeman,  



Gentrification doesn’t 
increase moves



Don’t move to poorer places
 . . . among children who moved during the 7-year 
period, we see no difference in poverty rate 
changes between those who start in 
neighborhoods that gentrify and those who start 
off in neighborhoods that remain persistently low-
SES. Indeed, children who move from gentrifying 
neighborhoods move to somewhat safer 
neighborhoods. 

Dragan, Ellen & Glied, New York University



Policy options



• Block development:  NIMBYism to fight gentrification
• Inclusionary Zoning
• Tax Increment Financing for Affordable Housing
• State mandates for greater density

Policy Options



• Change is bad: let’s block it 
• Restrictions drive up development costs & restrict supply
• Existing units get renovated/upgraded 
• Rents are higher and there’s more displacement

NIMBYism doesn’t work



Two Oakland (CA) neighborhoods

Fruitvale
—Added 550 homes 
near transit
—Population grew
—Stayed mostly Latino

Uptown
—Added just 50 homes
—Population declined
—Big increase in non-
Hispanic white 
population



NIMBYs & Gentrification

The District’s most affluent neighborhoods, with some of the 
most valuable land, simply don’t build new housing. . . when 
developers can’t build luxury housing in affluent neighborhoods, 
the pent-up demand for high-end homes will spill over into 
nearby middle-income neighborhoods. . . Not being allowed to 
build in wealthy neighborhoods pushes the frontier of 
gentrification into bordering lower-income areas.

Jenny Schuetz, Brookings Institution



With density banned, old 
houses get upgraded



Little new housing in most 
valuable neighborhoods



More housing =  
less displacement

Building two units of market rate housing has the same 
effect in reducing displacement as building one unit of 
affordable housing.
Zuk & Chapple, University of California  

Each 100 new market rate apartments that get built 
produce a chain of household moves that ultimately result 
in 60 housing units becoming available in low income 
neighborhoods.  
Evan Mast, Upjohn Institute



Inclusionary Zoning: 
Portland
Adopted February 2017
All new buildings with 20 or 
more units must include either:
- 20% at 80% of AMI or

  - 10% at 60% of AMI



Permitting fell off a cliff

City of Portland Permits: Source:  Up for Growth



Developers shifting to 
under 20 unit buildings

City of Portland Permits. Source:  Up for Growth



A better alternative

Dedicate a portion of tax 
increment funds to affordable 
housing in gentrifying 
neighborhoods



Portland: TIF for affordable 
housing

$521 million set-aside over 20 years for affordable housing



Portland’s Pearl District



Pearl District Housing

City funding 
supported more than 
2,200 units of 
affordable housing in 
the Pearl District 
since 1994



Mixed Income, Inclusive

Affordable 
housing is 
interspersed with 
market rate 
housing in the 
Pearl District



Policy lessons

1. NIMBYism doesn't work
2. Upzone for more density
3. Avoid inclusionary zoning
4. TIF for affordable housing



Coping with change
• Cities are driving the knowledge economy
• Talent is drawn to great urban places
• Integrated neighborhoods generate opportunity
• The demand for cities is changing neighborhoods
• The right policies can create more productive, 

inclusive cities




