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Capstone Project 5 — Background

Sustain an Existing Industrial Cluster or Relocate It

Your city has a rich industrial history that dates back over a century. While much manufacturing
has since moved outside of the city, one large cluster of industrial properties continues to be
the home of many small businesses, sometimes acting as the starting point for companies that
grow much larger in time. This industrial area is a direct provider of over 700 jobs, a portion of
which are management level. Additional indirect business and jobs are gained through service
to this area and its workers, including several restaurants serving breakfast and lunch that are
frequented by workers. Several businesses are active in the communithing financial
support to various groups and clubs such as Little League and oth ivities that depend
on sponsors. Approximately 1/3 of the workers reside within ipsene . The industrial area is
served uniquely in this city by solid freight connections, with lood k access, existing and

active rail lines and waterfront access.

Recent incentives included in the State Legislatur ov&’s approved budget, provide for
funding to support re-vitalizing industry within e»This City is included on the list of
locations eligible for special incentives such as t zones for newly located or expanding

businesses. However, the area surroundi cluster is increasingly gentrifying and with
prices for properties rising, pressures ao%réa ing from some groups to convert the industrial
properties to other uses. A number gf8gvelOpers have plans for new multi-use and purpose
residential properties, including se-scale loft-style condominiums intended to attract

millennials from an adjacent ¢ with a shortage of up-scale housing options.

You have been tasked b‘;%Ci Council to conduct an assessment and prepare a report that
summarizes options foiNthis Chister — keep it intact through zoning and other actions and grow
it through the ann onomic development programs and other new initiatives; or let the
area gentrify without T\tervention and/or encourage industrial growth relocation elsewhere in
the City to fast track opportunity to enhance residential community. As part of your task, you
must identify the issues and considerations, best practices from other locations in the US, and
potential financial considerations for each option. (Note, Keeping the industrial cluster is not
necessarily the outcome of this effort). A brief Foutline of an outreach and involvement effort
for each option that encompasses property owners, businesses, and community groups should
be included. Multi-agency coordination and cooperation is also anticipated.

Capstone Group 5 — Shira Bergstein, Jody Binnix, Andrew Edwards, Jack Kimmerling, Neil
Perry, Vanessa Sari, Chris Witt
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Executive Summary

Graceton is a city with a rich industrial history that began over a century ago and continues
today. The industrial area of the city, specifically Franklin Industrial Park, provides over 700 jobs
and financial support to the community. However, the area surrounding the industrial cluster is
increasingly gentrifying and with property prices rising, pressures are increasing to convert the
industrial area for other uses.

The Graceton City Council has requested an assessment of future development options for the
Franklin Industrial Park. The following high-level report provides a brief background, frames the
issues and opportunities and highlights case studies from around the U.S. This initial analysis
has identified three alternatives for the City Council to consider: keep it intact through zoning
and other actions and grow it through the announced economic development programs and
other new initiatives; let the area gentrify and encourage the relocatiop of industrial growth to
enhance the residential community; or a combination of these alter; aot;w

end of World War II, America’s economy was almost tely self-sufficient. Everything it

consumed it also produced. The big shift away fropf manuigcturing came as the U.S. sought to

speed the recoveries of war-ravaged Europe and9si#. Trade barriers fell significantly and

American companies began looking to do busin per by expanding their operations

overseas. The golden era of manufactu@& e®a peak in the 1980s when manufacturing
ge

Background Q
The City of Graceton, like much of the northeast U.S., h X dustrial history. Until the
ﬁle

made up 25% of U.S. laborl. That percofita s fallen to about half of what it once was in
recent years with advances in technalogy algd communication. In a surprising shift, however,
manufacturing is experiencing so aof a rebirth with more and more companies re-shoring

manufacturing and supply.

White River provided n a plentiful water supply but also cheap transport of raw materials
and finished goods. Th t the 1900s most of the furniture sold in the US was
manufactured east e Wississippi. However, in the 1980s things began to change. New
environmental rules ai¥g regulations came into effect. Large tracts of land were placed off limits
from logging companies. The costs of manufacturing furniture in the US had increased
substantially. Meanwhile, in Asia the average wage for an industrial or manufacturing job was
less than $1 per hour. Most species of wood were free to furniture producers as long as they
had a local factory. Combined with the explosive growth of containerized intermodal shipping,
U.S. furniture manufacturing would never be the same.

For over 100 years, Graceti( cialized in furniture manufacturing. Close proximity to the
gh

Fast-forward to 2014, furniture manufacturing is still a viable industry in Graceton in the form of
several high-end custom and semi-custom furniture manufacturers. Their ability to serve niche
markets, utilize lean-manufacturing principles with support from a free-flowing highway
network, an active Class 1 railroad, and waterfront access along the White River allows these
companies to survive, and in some years thrive. Franklin Industrial Park is 557 acres, with
several brownfield sites in need of environmental mitigation, provides 700 jobs ranging from
blue-collar to management level positions with one-third of those jobs occupied by city
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residents. Franklin Industrial Park and its employees directly and indirectly support local
businesses and civic organizations.

The City of Graceton is home to 120,000 residents, while the greater metropolitan population is
just under 1 million. The metro region has a vibrant suburban population that is younger and
wealthier than the industrialized riverfront area near the downtown. Younger, better educated,
and “hipper” Millennials are migrating out of the suburbs towards the urban district spurring
redevelopment putting pressure on the existing, now conflicting, industrial businesses.

Strong sentiments have begun to arise over the current direction of the city. Two factions are
at odds over the future of Graceton. On one side you have the (Establishment) older
generations that recognize the historical contributions the furniture industry and manufacturing
has had on the city. They support a production-based economy, value the blue-collar work
ethic, desire to preserve wage-paying jobs, and maintain the financial support of local

restaurants, shops and other businesses as well as little league, by indystry employees. On the
other side you have the younger generation of Millennials who are fnore% or of a
consumption-based economy, white-collar jobs, sustainable revitali onnectivity of mixed

land-uses, and greening or softening of the surrounding land e by relocating industrial parks
to rural areas.

The City Council tasked city staff to research possible@es for a future direction of
Graceton by examining other areas of the US who Mave fadgd the same dilemma and identifying
possible factors and resulting implications (tax infligftiops, property values, quality of life,
population migration, etc.) of those alternativesNLh&fifial decision will weigh heavily on what is
best for the City’s tax base. Over the past cades residents and businesses have fled
ed
e

the city center which has negatively im tax base and financial capacity of the City.
Moving forward and sustaining a diverse ase is critical to provide city services and maintain
a high quality of life. 6

Case Studies

Communities from acro U.ST have faced similar redevelopment situations. The following
three case studies highfight h®w communities have treated industrial areas for future usage.
Lake Sanctuary Plan, Harvard CSX Beacon Park Yard, and Lehigh
Valley Comprehensiveé§gconomic Development Strategy.

Oregon Guilds Lake Sanctuary Plan

The Oregon Guilds Lake Sanctuary Plan (OGSP) was developed by the City of Portland in 2001
and analyzed the Guilds Lake Industrial Sanctuary (GLIS) for future usage or redevelopment.
There is ongoing pressure nationally to redevelop such areas to non-industrial use due to rising
land values and increased market forces. Yet changing the land use would diminish the
economically viable and limited resource the area holds. The GLIS is one of the few areas in
Portland with heavy industrial zoning and uses representing a finite resource. This study found
that relocating the industry to another area would prove extremely difficult. There are noise and
traffic conflicts that arise and a “not in my backyard” or NIMBY attitude of nearby residents
when industrial land use is introduced to a new area. Also, public and private expenditures
would be extremely high if heavy industrial uses and the needed, supportive infrastructure
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(e.g., transportation facilities) were to be introduced in another area.

Based on the findings above, the OGSP recommended to preserve and enhance the existing
industrial area. The OGSP provided a regulatory and policy basis to ensure the desired result
would be achievable and successful. The GLIS thrives today as an urban, industrial area due in
large part to a combination of excellent transportation access and options, policies to support
ongoing, near-term, and long-range infrastructure investments, and commitment from area
businesses.

Beacon Park Yard

The Beacon Park Yard is a 50 acre parcel in Allston, Massachusetts that was an active rail yard
since 1890. CSX owned the yard before it was purchased by Harvard University for future
development. CSX agreed to relocate its facilities to a much larger yard in Worcester, and
Harvard University will expand its campus and part of the land will be ggdeveloped for high rise

condos. There are many positive and negative changes occurring qi ;a f #his agreement.

The project will double the number of commuter trains betw oljester and Boston. Studies
show that commuter rail spurs economic development by rem ore efficient connection
between workers and employers creating more opportups x y0bs, retail and housing. CSX
expects the project to create nearly 1,000 jobs4 — th@ ions arise as to whether those
will be new jobs or just job transfers from elsewhep€ in théystate.

With the relocation of CSX’s yard direct freight
shipped into Boston via the Atlantic will n
Worcester and then either put on a trai
truck traffic down I-290 to I-495 to the
and unlikely to be able to handle the
The lesson learned from this ¢ :
development decisions must

Boston will be lost as any freight
be transferred onto a truck, driven into
er truck for distribution. This will increase

case in trucks without inducing severe congestion.
5> that the advantages and disadvantages of
efully considered.

Lehigh Valley Comprehemsi® Economic Development Strateqy

The Lehigh Valley reNensive Economic Development Strategy (CEDS), through the Lehigh
Valley Economic Develgpment Corporation (LVEDC), analyzed and recommend strategies to
maximize future growth for the Allentown-Bethlehem-Easton metropolitan area. Implementing
the strategies and priorities outlined in the CEDS, the region has been able to successfully
maintain its industrial community and expand mixed use development in the area using the
following strategies.

To facilitate development, Community Development Block Grants were used to enhance
infrastructure, such as streetscape improvements, helping to revitalize neighborhoods. A
partnership with the Pennsylvania Department of Transportation assisted in upgrading freight
accessibility. Further incentives from the state, such as grants, loans, and tax credits were also
utilized. Buildings were identified for adaptive reuse or removal — this included encouraging
continued industrial uses, removal, or preserving unused blast furnaces as historic buildings for
local attractions, such as movie theaters.
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To spur economic development, a fraction of the space was also carved out for retail and a
future casino. The LVEDC is also the recipient of Foreign Trade Zone (FTZ). By locating in a
FTZ businesses can differ, reduce or eliminate customs duties and other tariffs/taxes.
Additionally, nearby Universities serve as startups and incubators for businesses. Specific
industries were targeted using qualitative screening criteria and quantitative statistics to isolate
and select industries that will have synergy with the existing workforce and infrastructure,
leverage existing assets and have a high value-added component in the local economy.

Lehigh Valley’s approach of encouraging a balanced and supportive environment for both
protecting industry and expanding community redevelopment can serve as a model for other
communities.

Significant Issues

The industrial preservation or redevelopment of Franklin Industrial Park exemplifies a larger
debate within Graceton on the future direction of the City. As with any development decision,
important policy considerations come to bear on the City Council’s ncWome of these
considerations are detailed below.

Tax Revenue \< ’

Freight and industrial land uses contribute to Graceto&/r tax base, but generally in lower

proportions than commercial and residential proper#y tax réyenue. While industrial properties

may contribute more revenue per square foot th idgntial properties, there is generally not

enough square footage to make up the differenty . Accordingly, industrial areas have

lower assed values. Comparatively, new ra¥e residential uses can generate significantly
d

more tax revenue due to greater densi er assessed values. Mixed use development
results in tax revenue from residentia well as retail spending.

Cost of Community Services (CQLS
place on municipal services.

@ es evaluate the financial implications varying land uses
elming majority of existing COCS studies conducted in
the U.S. conclude that residentd properties place a greater burden on municipalities compared
to the ratio of property collécted. For every dollar a residential property pays in taxes the
COCS ratio is above on& In other words for every $1 collected in residential taxes the local
government spend 1.50 on supportive services (e.g., K-12 education). On the other
hand the COCS ratio industrial and commercial properties is well below one. Industrial and
commercial development does not place a high demand on municipal services in the same

manner residential development does. For every $1 a collected from industrial and commercial
properties the municipality provides $0.35 - $0.65 worth of services.3

Jobs

Franklin Industrial Park provided a historical job anchor for Graceton. Industrial employment
typically offers living wages, career longevity, and good benefits to Graceton residents without
college degrees, which are more difficult to obtain in other sectors. The average annual wage in
2013 for the Manufacturing sector was $62,114 compared to the average annual wage for the
Retail Trade sector at $25,006.2

In addition to direct employment, freight generating industries often provide substantial indirect
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employment driven by the activity of the jobs. Long term economic trends of globalization,
outsourcing, and consolidation reduce living wage job opportunities in highly competitive global
markets, making it more critical to preserve living wage jobs where possible. Residential and
mixed-use development do not generate as many living wage jobs as industrial uses.
Facilitating or encouraging residential redevelopment to occur surrounding the Industrial Park
places additional pressure on the City Council to create high-paying jobs elsewhere in Graceton.

Economic Vitality

Graceton'’s sustained economic health depends on a variety of jobs, people, and industries.
Activities at Franklin Industrial Park contribute to the overall city and statewide economy. Any
efforts to preserve industrial activity in Graceton or redevelop the industrial park must be paired
with efforts to maintain and continue a diverse job and residential base throughout the area.
Any effort to establish denser, urban living arraignments for economic development or
sustainability reasons must be balanced with local and regional industriadd neesls.

Environmental impacts Q

The air and water quality impacts and greenhouse gas&' lated to freight activity are

well-documented. Currently, residential areas in Gra areWphysically separated from
industrial sites, helping mitigate some of the negati#e envilenmental impacts freight generates.
Targeting residential development on top of or nt zo industrial land uses will likely bring
environmental conflicts into greater view. As in dustrial sites around the country,
redevelopment of Franklin Industrial Par necessitate significant environmental cleanup
from contaminated soils and waters av‘&ca of industrial use.

The existing waterfront along the iver has historically been used by industry over the
C

past century. Allowing reside cwer{0 the waterfront would increase quality of life, existing
property values, and poten ract “high-end” mixed use developments to the area. Due to
the past industrial uses%l before stringent environmental protection laws went into
effect, the City Council'ghouldée aware that expensive environmental mitigation may need to
take place before t River’s waterfront can be fully redeveloped.

Infrastructure

Franklin Industrial Park’s transportation infrastructure is aging and risks deterioration and safety
concerns if left unaddressed over the long term. As businesses departed Franklin Industrial
Park, county and state transportation departments deferred maintenance and upgrades in and
around Franklin Industrial Park to support more critical priorities elsewhere. The current
condition of transportation infrastructure, including access roads, bridges, docks, and rail
facilities, is appropriate to meet current demand — but any effort to attract new commercial or
industrial development to Franklin Industrial Park must also ensure that the infrastructure can
support increased activity. As freight demand increases globally, Graceton will need to identify
resources and develop a plan for ensuring that the roads, docks, and rail facilities at the
industrial sites are in a state of good repair to support freight activity or Graceton will lose
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businesses to competing areas. To adequately meet infrastructure needs associated with
increased commercial activity, City Council members may wish to consider applying for grant
based urban renewal funds to upgrade the transportation facilities or establish an
empowerment zone, or other tax-incentive district, in which taxes imposed on new businesses
are invested in infrastructure improvements in the local area.

Other transportation related infrastructure needs may rise should the City Council choose to
pursue residential or mixed-use development. As an historical industrial site, infrastructure is
more suited for commercial and industrial uses than livable residential communities. Bicycle and
pedestrian facilities and increased public transit services will have to be sited and planned
related to the changing land uses. Much like efforts to upgrade infrastructure to increase
commercial and industrial usage, infrastructure to support residential development will require
an infusion of funds either through impact fees on developers and/or assigning economic
development funds.

Stakeholder Outreach ?NV
f

The outreach component regarding potential development scgnari Franklin Industrial Park
must include the active engagement of stakeholders from riyate and public sectors. It is
essential that these stakeholders be provided a voice e&understand the needs of all
parties affected by the decisions of the future of thgsFranriin Industrial Park.

Initially the City Council should meet with the 10%al "gsidents and business owners that would be
directly and indirectly impacted by change e Wark. Such changes could affect taxes, wages
and jobs currently contributing to the viiélity oiNhe community. Area economic development
councils should also be engaged to "h irk@n any bearing on the community’s economy that

each scenario may have. The state gmic development model should be utilized to

forecasting trends relating to memuNg ng, logistics, tax climate, human capital and
business climate.

diversification of within the

Existing furniture man E&g businesses will need to be brought in to speak on how they
envision changes tq th ustrial area impacting their operations. There is also the likelihood
that each of the scen&ios would bring about environmental issues and concerns. Appropriate
local agencies should be engaged in order to contribute perspectives on any needed mitigation.

Logistically there appears to be adequate infrastructure access that has served the local
community and manufacturing needs; however, infrastructure improvements may be necessary
for anticipated growth in traffic type and volume. The state Department of transportation,
metropolitan planning organizations, city agencies and other transportation and planning groups
should be engaged to provide input on infrastructure needs. Freight carriers and shippers
should be targeted for input as well. It is important to ensure the community has an effective
base of transportation infrastructure from which to build across all modes to ensure future
development has safe and solid logistical access.

Alternatives
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Three alternatives for the future of Graceton exist — keep it intact through zoning and other

actions and grow it through the announced economic development programs and other new
initiatives; let the area gentrify and encourage the relocation of industrial growth to enhance
the residential community; or a combination of these alternatives.

The first alternative is to sustain the current industrial cluster. By protecting the Franklin
Industrial Park, the Graceton City Council is preserving the city’s tradition and industrial
heritage. Approximately a third of the 700 existing manufacturing jobs directly employee the
City Council’s constituents and pay significantly higher wage compared to retail and service
sectors that will support any increases in residential development. Graceton provides two key
advantages by having existing freight accessibility and the location of the industrial area being
removed from the downtown city area, as Guild’s Lake proved for Portland. To support this
alternative, a plan and required resources would need to be identified to ensure that existing
infrastructure is in a state of good repair, and also provide for the futuge expansion of the
infrastructure to support increased freight activity. Recently appro ngslative budget
are incentives for funding to support revitalizing industry within the dditionally
strategies, such as obtaining an FTZ and/or other strategies hfghlighted in the Lehigh Valley

case study, would need to be implemented.
@utside of Graceton and opening up
re of Graceton, the City Council must

also consider that by preserving the Franklin I al Mark Graceton could be fighting against
a long-term trend and prolonging the inevitapl Industrial Park starts to falter due to
global economic trends there will be littlggthe Gity or the State can do to maintain the job base.

The second alternative calls for relocating industrial
the existing land for redevelopment. Looking at

The neighborhood surrounding the @ rial Park will continue to gentrify and any existing
residents may be pushed out ashich ts and property values begin to take effect. By
dismantling the existing indus @ ses Graceton may be able to revitalize the image of the City
by attracting the younger Millerijials population from the neighboring cities. Greening and
increased environmen ity through the redevelopment of the former brownfield sites is
positive for the overall Ith Of the city residents. The waterfront, although primarily used as a
shipyard, may have % nt redevelopment potential in the future for parks, restaurants,
nightlife, and high-end Yesidential properties.

However, relocating the industrial area is difficult and expensive. The supporting infrastructure
must be rebuilt elsewhere; newly created noise and traffic conflicts will occur and would need to
be mitigated; jobs and tax benefits would no longer benefit Graceton; increased public transit
and bike/pedestrian facilities would be needed; and the area would lose the economically viable
benefit that the industrial area has. Additionally, existing businesses would be forced to relocate
outside of Graceton. Businesses may choose to leave the region, state, or even shut their doors
all together. Businesses currently located in the Industrial Park that relocate may seek
reimbursement from Graceton for associated relocation expenses.

The third alternative would result in a combination of the previous two alternatives. As
illustrated in the Lehigh Valley case study, there are several specific strategies to facilitate



Final Paper

development and also increase economic activity, while encouraging the continued use of an
industrial area. The City could pursue rebranding the area as a sustainable Industrial Park,
functioning as an incubator for new businesses and startups. New businesses could continue to
provide the City’s residents gainful employment and support the tax base. Portions of the
industrial area could also be designated for mixed-use development to attract a diverse
population and sustained economic activity.

Conclusion

All of the alternatives presented have significant tradeoffs and will reshape the development of
the Graceton over the next decade. In order to determine the best alternative, the City Council
should request a more in-depth, data-driven study via consultant services of the possible
impacts, positive and negative, of each alternative. As part of this effort, a Cost of Community
Services study should be conducted as property tax revenues and city services could be
impacted. Engaged stakeholder involvement will also be a key to the d&ermipation of the best

&
&
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! Fortune - Made (aga USA: The return of American manufacturing by Nin-Hai Tseng

6/29/2011 www.fo /2011/06/29/made-again-in-the-usa-the-return-of-american-
manufacturing-2/

2Quarterly Census of Employment and Wages (QCEW), NAICS Based Industry Employment and
Wages, Rochester, New York Metropolitan Statistical Area, 2013 (p) Annual
http://www.labor.ny.gov/stats/ins.asp accessed 8/9/2014

3University of Illinois Extension, Local Community Resources, Cost of Community Services,
http://urbanext.illinois.edu/lcr/cost.cfm accessed 8/7/2014

*Worcester Magazine — The other side of the tracks by Contributor. 8/12/2010
http://www.worcestermag.com
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FRANKLIN INDUSTRIAL PARK

Furniture manufacturing center

700 living wage jobs

557 acres and excellent, existing
transportation infrastructure (highway,

railroad, and water access)

Strong community connections

FRANKLIN INDUSTRIAL PARK



WHAT'S THE PROBLEM?

FRANKLIN INDUSTRIAL PARK

Decline of US manufacturing

Loss of jobs and businesses
In city

Industrial tradition and living
wage jobs

Redevelopment pressure
Changing demographics

Need to improve tax base



ALTERNATIVES

Protect and Sustain

Relocate

Protect and Redevelop

FRANKLIN INDUSTRIAL PARK
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TAX REVENUE

Cost of Community Services

$2.00 1 Cost of Community Services Study
= Taxe<Lollected (COCS)
m Costof Services
$1.50 1 Industrial uses contribute less in
property taxes, but
$1.00 - Residential properties place a greater
burden on municipalities.
$0.50 -
$0.00 -

Residential Industrial

Source: University of lllinois Extension, 2014

FRANKLIN INDUSTRIAL PARK



EMPLOYMENT

Franklin Industrial Park provides high
wage jobs that don't require advanced
education.

Redevelopment may force these jobs
outside the city or eliminate them
entirely.

Jobs created by residential and mixed-

use development may not replace these
living wage jobs.

FRANKLIN INDUSTRIAL PARK



EMPLOYMENT

US Manufacturing Jobs

20,000
AVERAGE ANNUAL WAGE
_ 18,000
Manufacturing = $62,114
. 16,000
Retail = $25,006
14,000
12,000
10,000

1985 1990 1995 2000 2005 2010 2014

Source: Bureau of Labor Statistics, 2014
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ECONOMIC VITALITY

Graceton needs a diverse economy with
a variety of jobs and residential and
commercial development

Balance new residential development
with industrial needs.

FRANKLIN INDUSTRIAL PARK
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