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Back to Prosperity:
A Competitive Agenda for Renewing Pennsylvania

What are the major demographic, market, and
development trends affecting Pennsylvania?

What do these trends mean for Pennsylvania?

Why Is this happening?

Where do housing challenges and state housing
policy fit In?
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What are the major demographic, market, and
development trends affecting Pennsylvania?
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What are the major demographic, market, and
development trends affecting Pennsylvania?

Pennsylvania is barely growing
and it's aging fast

Pennsylvania’s transitioning
economy is lagging

Pennsylvania is spreading out .

and hollowing out
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Barely Growing and Aging B

Pennsylvania was the third-slowest growing state during the

1990s

Percent population
change,

1990-2000

Source:
U.S. Census Bureau
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And the Commonwealth’s foreign-born population grew only
modestly compared to the nation

Percent change in Foreign Born
foreign born, Percent Change| Rank
1990 - 2000 New Jersey 52.7% 32
T Alaska 49.8% 33

Michigan 47.3% 34
Wyoming 46.5% 35
Pennsylvania 37.6% 36
California 37.2% 37
New York 35.6% 38
Massachusetts 34.7% 39
Louisiana 32.6% 40
United States 57.4%
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Pennsylvania also suffered the largest absolute loss of
young people among states

300,000 -
Change age 25 - 34

cohort,
1990 - 2000 200,000
150,000

250,000

Source:
U.S. Census Bureau 100,000 -

50,000 -

0

-50,000

-100,000 -

-150,000
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Pennsylvania’s share of elderly residents meanwhile ranks
second only to Florida

Population over 65
Share of . Slneaue Rank
population 65+, Florida 17.6%
2000 Pennsylvania | 156% 2
— West Virginia 15.3%
U.S. Census Bureau |Owa 149%
North Dakota 14.7%
Rhode Island 14.5%
Maine 14.4%
South Dakota 14.3%
Arkansas 14.0%
Connecticut (RR
United States 12.4%
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Regionally, Pennsylvania’s growth took place in the eastern
and south-central regions; western and central counties lost
population

Percent population
change,

Potter
Source: M

U.S. Census Bureau
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What are the major demographic, market, and
development trends affecting Pennsylvania?

Pennsylvania is barely growing
and it’s aging fast

Pennsylvania’s transitioning
economy Is lagging

Pennsylvania is spreading out
and hollowing out
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The transition to a service economy Is well underway In
Pennsylvania

Employment share
by industry, __| Manufacturing

1970 - 2000 Services

Source: :
U.S. Census Bureau 1 Retail

B Government

B FIRE

B \Wholesale

B Transportation/Utilitiesgo,,
Bl Construction

Bl Agriculture/Mining

2000
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The transition could be positive for Pennsylvania because of
its traction in desirable service sectors ...

Pennsylvania ranks 5th among states in its
share of service jobs in education

Pennsylvania ranks 6th among states in its
share of service jobs in healthcare
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Transitioning Economy B

But the transition appears to be overly oriented towards low
wage sectors

Wal-Mart is now the largest private employer in the
state

In 2000, over 61 percent of Pennsylvania’s workers
were employed in occupations with average wages
of less than $27,000 per year compared to 50
percent nationally

For example, 1.6 million people are employed
In either administrative support or sales
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25+ with a BA
diploma or higher,
1990-2000

Source:
U.S. Census Bureau
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The leap to a high-road economy will be difficult since the
state ranks 315t on educational attainment

BA Attainment

Share

Rank

New Mexico

23.9%

26

Texas

23.2%

27

VEE

22.9%

28

North Carolina

22.5%

29

Wisconsin

22.4%

30

Pennsylvania

22.4%

31

Florida

22.3%

32

North Dakota

22.0%

33

Wyoming

21.9%

34

Michigan

21.8%

35

UNITED STATES

24.4%
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What are the major demographic, market, and
development trends affecting Pennsylvania?

Pennsylvania is barely growing

and It’s aging fast .

Pennsylvania’s transitioning
economy is lagging

Pennsylvania is spreading out
and hollowing out
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Here’s how we looked at this: We divided Pennsylvania’s
2,566 municipalities into “older,” more established areas,
and “outer,” more rural areas.

OLDER
Cities 56
Boroughs 962
1st Class Townships 91
OUTER
2nd Class Townships 1,457
2,566
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Decentralization D

Compared to older municipalities, second-class townships
are larger in land mass and lower in residential density

Average Area Average Density

(Sg. Mi.) (People per Sqg. Mi.)

Older Pennsylvania 2.6 2,500
Cities 8.3 6,621
Boroughs* 1.5 1,733
1st-Class Townships 10.1 1,621
2nd-Class Townships 28.3 124
State Total 17.1 278

Source:
U.S. Census Bureau
*Includes one “town”
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Decentralization D

The outer townships have dominated the state’s population
growth for decades

Population,
1930 - 2000

Source:
Center for rural
Pennsylvania

- Cities
= Boroughs

=1st Twp

2nd Twp
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Second-class townships captured the lion’s-share of new
housing units . . .

Share of new
housing units by
municipality type,
2000
Cities

Source: 6%

U.S. Census Bureau
Boroughs

12%

1st Twp
10%
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And almost all of the household growth in the state

Share of household
growth,
1990-2000

Source:
U.S. Census Bureau

Older Areas
8%
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E What do these trends mean for Pennsylvania?
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Sprawl and urban decline hinder the state’s ability to

compete for educated workers

Sprawl and urban decline are
burdening taxpayers
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Economic success increasingly turns on attracting and
retaining highly-educated people

ldeas, innovation, and creativity now drive the
economy

Success requires large numbers of people with a
college education and high skills

Income grew about 1% for every 2% growth in a
metro’s share of college graduates, during the
1990s
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Unfortunately, Pennsylvania’s metropolitan areas lag the national
metro average in educational attainment, with Philadelphia being
the exception

=100 Largest US Metros

Metropolitan Pennsylvania Metros

population 25+
with a BA degree
or higher,

2000

Source:
U.S. Census Bureau
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A serious “BA gap” also holds back Pennsylvania
cities

City population
25+ with a BA
degree or higher
by Metro,

2000

=300 Largest US Cities
Pennsylvania Cities

Source:
U.S. Census Bureau
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Across the nation, the cities and metros with the highest
shares of educated workers have common qualities:

e Thick labor markets
e Vibrant and distinctive downtowns

e Plentiful amenities

A positive, tolerant culture
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However, in Pennsylvania, a thin job market, sprawl, and
urban decline limit the state’s ability to retain college
graduates from its top universities

Current tesidence 90% - B Pennsylvania B Outside of Pennsylvania

of untversity 80% -

graduates, 70% -
classes 1990-2000

Source:

Alumni offices of each 50% -
university

60% -

40% -
30% -
20% -
10% -

0% -

Carnegie Mellon University University of Pennsylvania
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Sprawl and urban decl

Sprawl and urban decline are

burdening taxpayers
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The costs of sprawl are well-researched and well-
recognized

Low density development increases demand for:

* New schools

 New roads

* New public facilities

* Sewer and water extensions

Low density development increases the costs of key
services:

 Police
* Fire
« Emergency medical
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In Pennsylvania, though, another cost of sprawl is urban
decline; for example, vacancy rates in older municipalities
have worsened over the last two decades

12%
Vacancy rates,

1980-2000

10%

Source:

U.S. Census Bureau
8%

Cities
6%

— Boroughs

4%

— 1st-Class
Townships

— 2nd-Class
Townships Ui

2%

2000
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As a consequence, home values in older municipalities
generally trail those in outer townships

Average home 2000 Average
Zgl(‘)lg Home Value
oo Older $102,775.72
.S, Census Bureau Cities $73,479.03
Boroughs $99,410.47

1st-Class Townships $153,170.52

2nd-Class Townships $145,183.17

State Total $120,741.27
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In fact, deterioration in older areas slowed appreciation and
even eroded property values in the 1990s, especially in
Pennsylvania’s cities

Percent change in
market value
property,
1993-2000

7.2%
Source:

Ameregis Inc. tabulation B

of data from the

Governor’s Center for -

Local Government i ‘ ‘

Services

-11.3%

Cities Boroughs 1st Twp 2nd Twp
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Ultimately, these factors lead to
reduced revenues and higher
tax rates for older municipalities
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Haphazard Investments

Weak Planning

Barriers to Reinvestment

Governmental Fragmentation
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Haphazard Investments

Major state spending programs
have either skewed funding to
outer townships or failed to
follow a strategic, competitive

vision
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Between 1999 and 2002, outer townships received $1.2
billion more in classifiable road and bridge spending than
older areas

Total classifiable : B Older Pennsylvania Outer Townships
transportation $4.8

investment*,

1999-2002

Source:

U.S. Census Bureau,
Anne Canby and James
Bickford, 10,000 Friends
of Pennsylvania

*In billions
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As a consequence, outer townships received 58 percent of
classifiable spending during this period, although they
represent only 42 percent of the state’s population

Sh £ Share of Share of Transportation
G e Population Spending
population versus

share of
transportation
investment,

1999-2002

Source:

U.S. Census Bureau,
Anne Canby and James
Bickford, 10,000 Friends
of Pennsylvania

Outer Townships M Older Pennsylvania
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On a per capita basis, outer townships received almost
double the amount of total classifiable spending than did
older municipalities

Pennsylvania m Older Pennsylvania Outer Townships
Department of

Transportation per
capita investment,

1999-2002

Source:

Anne Canby and James
Bickford, 10,000 Friends
of Pennsylvania

J st
f N =

Preservation Operations New Capacity
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Haphazard Investments

At the same time, Pennsylvania is spreading its economic
development money “all across the map”

PIDA, OFP, and
IDP investments,

1998-2003

W;rre’ i
) [ ]

Forest

Source:
Keystone Research
Center

DCED Programs

PIDA Recipients
OGP Recipients
IDP Recipients

Municipal Type

1st-class township
2nd-class township
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At one extreme the PIDA industrial park program distributed
65 percent of its total subsidy spending to projects in
outlying townships

PIDA investments,
1998-2003

Source: Cities
Business Economic 15%
Research Group (BERG)

analysis of DCED data

Boroughs
20%
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Haphazard Investments

Weak Planning

Barriers to Reinvestmen

overnmental Fragmentation
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Governance

The Alleghenies divide the state into three massive
topographical regions

State topography
image,

2003

Source: Ray Sterner,
Johns Hopkins University
Applied Physics
Laboratory

|

Copyright North Star Science and Technology, LLC
THE BROOKINGS INSTITUTION METROPOLITAN POLICY PROGRAM




A
.Dmr‘.”‘::_;"
) -

Governance

Economically, Pennsylvania is clustered into 14

metropolitan economies

Metropolitan
statistical areas,

2003

Sharon

Pittsburgh
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Williamsport Scranton

" State College

Allentown

~ Reading
Harrisburg N

" Philadelphia
Lancaster
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However, Pennsylvania’s 2,566 municipalities are
completely inconsistent with today’s economic realities

Municipal
Boundaries,

2003
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Governance

Pennsylvania has the third-largest number of general
governments in the country

A
Q
>
x

Total local General Governments*
governments, lllinois 2,824
AN Minnesota 2,734
Source: Pennsylvania 2,633
U.S. Census Bureau, .
2002 Census of Ohio 2,338
Governments KansaS 2’030
;'gjéﬂﬂaseﬁ?:”ty WIS 1,922
Michigan 1,858
North Dakota 1,745
Indiana 1,666

New York 1,602

oo ~No ok~ -

[HEN
o
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The Commonwealth’s metropolitan areas remain some of
the most fragmented in the nation. Pittsburgh ranks #1

among the nation’s 25 largest metros

30 -

— United States
General governments I8

per 100,000 residents,
2002 20 -

Source: |
U.S. Census Bureau, 15

2002 Census of
Governments 10 -

5,
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Governance

Pennsylvania’s profusion of local governments hobbles the
state’s competitiveness In several ways

« CMU'’s Jerry Paytas concludes that
fragmented regions saw their share of the
total income generated in 285 metro areas

slip between 1972 and 1997

Paul Lewis concludes fragmentation results
In decreased shares of office space In
central business districts, less “centrality,”
longer commute times, more “edge cities,”
and more sprawl
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Where do housing challenges and state housing

policy fit In?
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Housing challenges reflect broader state trends

But housing trends also affect state challenges

So housing policy needs to change
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Affordability challenges reflect income patterns

Households spending more than 30% of income on housing

PA burdened Income Number of Percent of Number of | Percent of
homeowners and burdened homeowners | burdened | renters
renters, homeowners | burdened renters burdened

2000 112,469 74.2% 185,226 67.8%
138,550 46.8% 155,392 53.9%
Source: 156,489 30.8% 90,503 27.1%
TRF calculations of U.S.
census data 99,916 20.0% 13,269 6.4%
67,495 10.1% 3,667 2.3%
25,798 6.5% 787 .9%

600,717 PAORSYZ¢ 448,844 SORST
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Pennsylvania’s high share of elderly residents has
significant implications for housing markets

More demand for retirement homes and assisted
living facilities

Projected turnover of homes, particularly in central
cities and older suburbs

More demand for housing with easy access to
necessities of daily life
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And fragmented governance distorts housing markets

More separate governments mean more
opportunities for social and racial exclusion

More separate governments also mean added
regulatory barriers to housing production

More localized tax bases exacerbate excessive
building on fringe and abandonment in core
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Housing challenges reflect broader state trends

But housing trends also affect state challenges

So housing policy needs to change
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Overall, Pennsylvania built 2 new housing units for every 1
new household, the 3"9-highest ratio in the country

New Housing Units : Net HH Change
Rank

Ratio of new

housing units to West Virginia 2.73
net household North Dakota 2.32
change, Pennsylvania 1.94
2000 Alabama 1.92
3?Su.m(§;nsus Bureau MISSISSIppI 190
Maine 1.79
lowa 1.78
Missouri 1.78
Hawali 1.78
Ohio 1.77

O ONO OTBAWN -

[N
o
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But the new units are not within reach of lower-income
families

In Pennsylvania, 82.4% of building permits
authorized were for single-family units, compared
to 68.8% nation-wide

Development has taken place in higher value areas
and the new homes are significantly more
expensive than existing ones

Statewide, at prevailing minimum wage, a family
must work 102 hours/week to afford rent for a
modest 2 bedroom home

Sounce: TRF: Choices in Pennsylvania
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Location of affordable housing In distressed areas isolates
low income and moderate families from opportunity

Affordable housing is disproportionately located in
communities with the highest property tax burdens,
but worst performing schools

Source: TRF, 2004
20.5% of total LIHTC units in Philadelphia are located
In high-poverty neighborhoods — neighborhoods with
poverty rates that exceed 40 percent

Source: Freeman, 2004

40% of all LIHTC units in PA (1995-2001) were
located in central cities (50% in suburbs)

Source: Abt Assoc., 2003
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The financing of affordable housing may impede the
ability of low and moderate income households to build

assets
PA has the 6™ highest percentage of loans in
foreclosure (Q1, 2004).

Foreclosure filings increased from 1997-2002
In South Central Pennsylvania

Almost half of this increase came from subprime-
lenders

Subprime-lenders target low and moderate income
households: low-income borrowers were 2.5 times
as likely to get a subprime loan than upper income
borrowers

Source: Center for Responsible Lending, 2004; ACORN, 2003
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Housing challenges reflect broader state trends

But housing trends also affect state challenges

So housing policy needs to change
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“As the devolution
af housing poli-
cigs continues o
werfold, there is
great potewtial
for state and
local leaders to
Bueild vpron the
experiesecs of
the past while
bringing fresh
thinking to a
oW generabion

af approaches.”
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Seven principles for success

. Make Policy Goals Explicit
. Tailor Housing Strategies to Local Market Conditions
. Housing Markets are Regional
. Income Policy is Housing Policy
. Regulatory Policy Makes a Difference
. Race Matters
Implementation Matters
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Principle Three: Housing markets are regional—
Housing policies should be, too

Private Sector
Jobs,
2000

Source:

U.S. Census
Bureau Zip Code
Business Patterns
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Housing markets are regional—Housing policies
should be, too

* Do not cluster affordable homes in low-income
neighborhoods, especially in the core

= Enable low-income households to live closer to
employment centers and better schools

~ Aim for this... ..instead of this
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Percent of filers
claiming the EITC
varies widely
across
Pennsylvania

|Scranton-- /
/ Wilkes-Bame- |
Percent of filers o 7 Ch Hazl0fL PA
claiming the |
EITC, Tax

Year 2001 >

B PiﬂEibwgh, =) ¥ wa i '.1 Hﬂ[*-’:ﬂg_[ﬂ::].eﬂ@ﬁamaia, A\

..:1‘_..,_.‘_ “r__r_'-u_ ~
o e

Johngtawn, P A
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Income policy Is housing policy

 Local leaders can impact household incomes and, by
extension, housing affordability

» Raise the incomes of working families through earned

Income tax credit, nutrition assistance, health care, and
child care

Think of affordable housing as
workforce housing

THE BROOKINGS INSTITUTION METROPOLITAN POLICY PROGRAM




Principle Seven: Implementation Matters

Housing policy needs to be implemented in an
Integrated, accountable and sustainable fashion

" o

Integrated Accountable Sustainable
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Implementation matters

e Housing programs should connect directly with other
neighborhood interventions (e.g., schools)

* Hold implementing agencies accountable through
performance measures

e Economic integration is the principle venhicle for
sustainability
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Brookings = Metropalitan Palicy

www.brookings.edu/metro

The
Brookings
Institution

July 1, 2004

Home

News & Events

Scholars

Research Topics

Programs

Publications

Bookstore

Executive Education

> About Brookings

Redefining the challenges facing metropoltan Amenca and promoting
innovative solutions to help cormunities grow I more Incilsive,
competitive, and sustainable ways.

AMNOUNCEMEMNT

Urban Center Becomes
Metropolitan Program

In a major promotion, the Center on
Urban and Metropolitan Policy this
month became the Brookings
Metropolitan Policy Prograrm—and the
first new Brookings department
eztablished since 1948, The new status
reflects the rizing importance of
metropolitan issues to the domestic and
global challenges Brookings sesks to address.

METROYIEW

Deficits by
Design Plagus
Metro

by Raobert
Fusntes

Tha Washington
Times

June 21, 2004

News Index

b read an open letter from Brookings President Strobe Talbott
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Mechanisms for Market-Based Land Use Control
Using case studies and a national survey, this paper examines
transfers of development rights {TORs) and other market-based
land preservation techniques like mitigation banking and density
transfer fees.
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