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Economic Development and Environmental Sustainability:

Uneasy Neighbors Presiding at the Presidio of San Francisco

The former Presidio Army Base in San Francisco is currently under conversion to civilian use. Flavoring the type of reuse and redevelopment of the Presidio is its prime location in the northwest of the city, where the former 1480-acre base
 (approximately the size of 1500 football fields) is bordered by bay waters, canopied by diverse flora, close to desirable neighborhoods, near Marin County and graced by spectacular views of the Golden Gate Bridge.

However disparate the development plans that seek, with various degrees of emphasis, to take advantage of the Presidio’s pristine beauty, historical significance and economic potential, conversion is strongly guided by its status as a national park. In many ways, this unusual classification guarantees environmental sustainability to the former military base. Additionally, this designation has spurred some of the Presidio’s neighbors, community groups and local politicians to express apprehension about development on the park.

Although the park’s status as a federal property precludes local control, this impediment has not prevented people from expressing vociferous concerns about issues that range from noise and traffic pollution to public transportation access, and water and sewer systems. As well, these members agonize over abstract concepts such as maintaining the city and the Bay Area’s cultural and educational values, and ensuring that the Presidio’s aesthetics are available to future generations.
At the same time that environmentalism influences the park’s affairs, economic exigencies also shape development at the Presidio, which is mandated to be financially self-sufficient by 2013. Proponents of fiscal responsibility advocate development to ensure that the Presidio reaches financial sustainability so that its environmental offerings continue to be available to and enjoyed by the public.
In this paper, I will describe the opposing pulls that economic development and environmental preservation is exerting on the Presidio by examining its history, in particular its recent chronicles since 1994, when the former base was announced for closure, its development plans (focusing on the former Letterman Hospital Complex) and the current conflicts afflicting the park’s successful conversion to civilian use.

History of the Presidio: Beginnings to Closure

Pre-colonial, Spanish and Mexican Status.  Prior to its existence as a military garrison, the Presidio, and its surrounding region, was home to the Ohlone tribe. In 1776, Captain Bautista de Anza of Spain established the Presidio,
 one of several colonial military outposts along the California coast. After Spain’s colonial efforts in North America collapsed in 1821, Mexico established control over California and its forts. During the 1830s, a small village called Yerba Buena, later to grow into San Francisco, set up to the east of the Presidio.

U.S. Military Years.  In May 1846, the U.S. declared war on Mexico. The Presidio and the rest of California became American possessions after the U.S. Navy captured Monterey, the capital of Mexican California. From 1846 to the late 1890s, the Presidio grew in importance as the population of California and San Francisco increased, the U.S. army fought continual wars with Indian tribes in California, Nevada, Oregon and Washington, and the government realized the need for a strong presence in the territory during the Civil War.

In 1898 the U.S. war with Spain expanded the role of the Presidio to be a staging point from which the military shipped troops to the Philippines. In response to the increasing number of returning soldiers who needed treatment for battle wounds or for tropical diseases, and who required general medical attention before returning to civilian life, the Presidio enlarged its facilities and established the Letterman Hospital.

The Presidio expanded its activities during World War I and, especially, during World War II, when the fort became the Western Defense Command for the west coast. One of the darkest episodes staining the history of the Presidio occurred when Fourth Army Commander General John L. DeWitt conducted the internment of thousands of Japanese-Americans.

In 1946 the Presidio became the administrative and logistics center for the VI U.S. Army Division, which commanded about 11,530 active and reserve troops serving the twelve western states. Prior to closure, the Presidio had a semi-permanent population of about 6000, of whom 2800 were military personnel and 3200 were civilians.

National Park Status.  In 1962, while it was still under military administration, the Presidio was made a National Historic Landmark, with over 350 buildings having historic value. This designation at such a relatively early date planted the seeds of an environmental philosophy that would influence the discourse on the Presidio and its future.

Further sustenance for this ecological and environmental approach appeared a decade later, in 1972, when, to preserve the national, historic, scenic and recreational features of the Bay Area for public use, Congress created the Golden Gate National Recreation Area (GGNRA), a region covering about 74,300 acres of the shoreline areas of San Francisco and Marin counties. The GGNRA came under the jurisdiction of the National Park Service (NPS). In the same year, Congressman Phillip Burton successfully crafted a provision stipulating that the Presidio would become a part of the GGNRA if the Army withdrew from the base. By these prescient acts, the Presidio was ensured that environmental sustainability would be a major consideration for any future development plans.

Closure.  In 1988 the Base Realignment and Closure Act (BRAC) identified the Presidio for closure. Notwithstanding this expectation of shutdown, BRAC’s announcement created consternation. The population of the base had contributed to the economy of the local community, the base’s location in San Francisco had given prestige to the city, and, although the Presidio was a military installation, its benign nature (administrative and logistical) had inflicted minimal harm to the environment.

Despite the announcement, the VI Army Division remained at the Presidio because staying was deemed more economical than relocating its operations to Fort Carson in Colorado.
 Finally, after administrative wrangling, the VI Army Division lowered the flag and left the Presidio on 1 October 1994.

The National Park Service and the Presidio Trust

In July 1994 the NPS presented its vision of the future of the Presidio in the General Management Plan Amendment (GMPA). In addition to plans to implement environmental analysis of structures and areas within the Presidio, the GMPA called for the preservation and rehabilitation of current sites, and the demolition and construction of new structures.

However, the GMPA was limited in certain areas by the scope of the NPS. The park agency lacked financial expertise, a significant deficiency given the Presidio’s $38 million annual operating budget, more than that of Yosemite and Yellowstone National Parks combined.
 Further underscoring the agency’s deficiency in financial experience was the estimated $741 million needed for projected development costs.
 Moreover, NPS had little experience in building rehabilitation, leasing, commercial development and property management, activities forecasted for the Presidio’s property.

In light of NPS’s inexperience in financing military base reuse activities and of Presidio’s massive monetary projections, Congress in 1996 established the Presidio Trust,
 mandating that the Presidio eventually operate without any federal funding. As the successor to NPS, the Trust would also have to comply with the national Environmental Policy Act (NEPA).

The Trust is managed by an Executive Director, who is chosen by a seven-person Board of Directors, who are in turn appointed by the President of the U.S..
 As part of the NPS, thus falling under federal jurisdiction and not under state, county or municipal authority, one board member is a representative of the Department of the Interior.
The mission of the Presidio Trust is to preserve and enhance the Presidio as a national park in an urban area and to achieve financial self-sufficiency by fiscal year 2013.
 Towards realizing these goals, the Trust has the authority to generate revenue, retain profits, and borrow money to finance repair and rehabilitation on the former base. Despite the commercial flavor of these activities, the Trust has to operate under the GMPA precepts, thus needing to craft development plans that would not contradict the ethics of ecological protection and environmental sustainability.
Except for coastal land areas, which fall under the jurisdiction of the NPS, the Trust manages those portions of the park from which a revenue stream might be derived, estimated to be approximately 80% of the Presidio’s 1500 acres. Aside from serving the recreational needs of city residents, the Presidio generates nearly 5000 jobs, contributes about $130 million to San Francisco’s economy in direct payroll and generates $2.8 million in annual city revenue.

Environmental Challenges

According to a Department of Defense report issued in August 1995, the Presidio had been investigated for environmental hazards that included underground storage tanks, fuel distribution systems, landfills, hazardous waste storage areas and PCB-contaminated electrical transformers, as well as sources of petroleum contamination to groundwater and soils. Other contaminants included heavy metals, solvents and pesticides.

The Army had originally estimated that cleanup costs at the Presidio would total $6 million, with remedial efforts to consist of covering up hazardous areas with soil or fencing them in. Subsequent military estimates then raised costs to $30 million with cleanup occurring over thirty years.

Dissatisfied by the unrealistically low estimates and worried that the long time required for remediation would deter developers from investing in the Presidio, the Trust commissioned an independent cost-benefit analysis that showed cleanup could be completed in five to seven years provided adequate funds were obtained. With results in hand, the Trust in June 1999 concluded an agreement with the Army requiring that the latter pay $100 million to cover cleanup costs. In exchange, the Trust would assume responsibility for overseeing the project.

Other environmental issues initially expressed were about structures containing lead-based paint and asbestos, materials that must be removed during remedial projects. Another initial concern was the possible presence on park grounds of unexploded ordnance (UXO). However, the Presidio’s 20th century history provides little evidence for the presence of UXO, in light of the former base having served as an administrative headquarters.
 Moreover, because the Presidio was the former Western Defense Command for the west coast, any UXO would be found not on land, but in the waters. Thus, these UXO, although ethically worrisome, pose little, if any, impediment to land development.

An example of a successful environmental cleanup on the Presidio is the rehabilitation of Crissy Field. Remediation and renovation costs totaled $25 million, of which $16 million came from the Haas Family. The remaining fund came from NPS and from some mitigation funds from San Francisco International Airport. As a result of this financial infusion, Crissy Field has been restored to a natural landscape of wetlands and dune fields along the San Francisco Bay waterfront that encompasses a 20-acre tidal marsh, a 1.5-mile promontory, bike lanes and picnic areas.
 In addition, the rehabilitated area boasts good land use and open space policies, for example, limiting parking sites and scattering them in lots of various sizes away from the field.
 Because the administration of Crissy Field fell under NPS, credit for the successful rehabilitation should go to NPS rather than to the Presidio Trust.
Criticism of the Presidio Trust’s Activities

Its ability to engage in development activities has engendered criticism that the Trust resembles a commercial operation, especially one that dabbles in real estate, and pays little attention to environmental preservation and sustainability. For example, prospective tenants have complained about the severity of leasing requirements that would be more appropriate to property purchase, 
 a transaction made nearly impossible by the Presidio’s status as a national park.

A second real estate issue concerns affordable housing.
 The Trust’s decision to rent housing at market prices provoked protests from Presidio park rangers who had taken their posts with assurances that their accommodations would take into consideration their modest incomes.

Yet another tenancy concern that riled many people centered on the Trust evicting Sacred Heart Cathedral Preparatory College from the Paul Goode Field after the school had renovated the sports field and then leased the improved field to another school.
 These acts, if not legally at odds with the Presidio’s status as a national park, certainly contradict the sense of equitability associated with a national park serving the public.

However, the Trust has justified its decisions as economically scrupulous given its mandate to be financially self-sufficient by 2013. This adherence to fiscal action has underscored actions by the Trust to forge ahead with the Letterman Complex project, a development plan that promises to infuse the Presidio with funds needed to refurbish other areas in the Presidio.

Letterman Complex

Consisting of the former Letterman Army Center and the Letterman Institute of Research built between 1965 and 1972 as expansions of the original army hospital, the Letterman Complex is the Presidio Trust’s first major commercial redevelopment project in the park. As true under NPS supervision as it is now under the Trust’s management, the Letterman Complex holds the greatest revenue-generating potential for the Presidio.

Reasons for this optimistic financial outlook include its proximity to the entrance of the Presidio, a lack of historical and architectural significance (unexciting utilitarian concrete) that would otherwise impede commercial development, the proximity of on-site buildings to each other (the main buildings and adjacent spaces comprise 23 acres, or about 35 football fields, on a 60-acre lot) that would decrease the costs of demolition and construction, and the complex’s ample parking space and roadways (about two miles).

In August 1998 the Presidio Trust publicly solicited proposed projects for the Letterman Complex. Accompanying the announcement were a plethora of business terms and selection of business terms and selection criteria
 that underscored the park’s mandate that it be financially sustainable by 2013. Notwithstanding this economic constraint, development of the Letterman Complex has to adhere to the tenets of ecological protection and environmental sustainability stipulated by NEPA and NPS policies.

In November 1998 the Trust shortlisted four finalists: a sustainable urban village, a mixed used project, a digital arts center proposed by the filmmaker George Lucas and a live/work community. Despite differences in each proposal, the four submissions shared features stemming from the environmental vision of the NPS,
 notably open space, architectural harmony with the surrounding area, underground parking and employment of deconstruction techniques to remove the site’s original buildings.

The shortlist dwindled to two viable proposals, the digital arts center and the live/work community. Although the two projects were to be judged on the soundness of their concepts and ability of their execution, preference for one or the other soon collapsed into debate on the main personalities behind the plans. Many of the reasons made against the live/work community focused on its developer, Walter Shorenstein, a local political heavyweight and major contributor to the Democratic Party, and questioned the wisdom of granting a major Presidio project to a powerful developer.

Support for the digital arts center highlighted the prestige of George Lucas, and the success of his Industrial Light and Magic Company, already established in adjacent Marin County. A move by Lucas into the Letterman complex, which would bring to San Francisco the excitement of his filmmaking achievements, in particular his special effects operations, could augur the success of a proposed Hollywood-in-the Presidio venture. Certainly benefiting this vision was the realized portrait of the digital arts center as painted by Industrial Light and Magic through its promotional video and website, expected tools given the filmmaking character of Lucas’ venture.

Despite growing support for the digital arts center at the time, voices of opposition sounded against developing the Letterman Complex. Complaints included the perceived hastiness in the assessment of the Letterman Complex Project
 and the murky decision-making process of the Presidio Trust.

In spite of the attendant grumblings and controversies, the Trust in June 1999 awarded the Letterman Complex project to Lucas’ proposed digital arts center.
 This decision immediately led to accusations that the Trust had favored the digital arts center from the start, especially in light of the subsequent final Environmental Impact Statement (EIS) that listed the center as its preferred alternative. Critics also accused the Trust of having colluded with Lucas’ representatives to give them more time to adjust schedules and cost estimates to improve the project’s chances.

Whatever the acknowledged dissatisfactions about the decision to develop the Letterman Complex as a digital arts center (and most have already subsided), the Trust’s choice can be understood through the two precepts that govern development of the Presidio. These principles are environmental sustainability and economic self-sufficiency.

First, the digital arts center project meets the general guidelines of the original NPS. In some aspects the center surpasses the other projects in terms of fewer impacts on water use and noise pollution, thus advantaging its selection, whereas in other areas the center stresses the environment as much as the other projects,
 thereby not disfavoring its choice. Moreover, the digital arts center has the most open space of any of the proposals. In addition, the center emphasizes environmental sustainability, evidenced by its use of LEED ratings, the first comprehensive national construction system to gauge a building’s water efficiency, energy and atmospheric pollution, materials and resource use, and indoor environmental quality.
 This environmentally sustainable approach has certainly been shaped by earlier decisions to incorporate the park into a larger nature reserve area.

Second, the digital arts center project provides the Presidio with a single high-paying tenant, an advantage over the other proposals, which were hobbled by their tangled net of multiple users and tenants. Backing the digital arts center choice is the seemingly recession-proof profitability of the video and movie industry, in particular the special effects sector, of which Industrial Light and Magic is a renowned, powerful and wealthy player. With Lucas enriching its treasury with an annual rent of $6 million, the Presidio Trust has fewer financial anxieties to placate as it seeks other ways to fund its annual $38 million budget.

Other factors shaping the digital art center decision come from the local community. Prestige has certainly influenced community acceptance of the Lucas project. In the opinion of some observers, the proposed digital art center strengthens San Francisco’s ties to the hi-tech industry by serving as a magnet for other entities working in the new digital industry.
 For others, the proposed center, given the celebrity cachet bestowed on it by George Lucas’ name, establishes San Francisco as a Hollywood-by-the-Bay that would seriously rival Los Angeles as a filmmaking Mecca.

Despite the general euphoria over the decision and the subsequent anticipation that construction would proceed immediately, the Lucas venture has suffered delays. Demolition and deconstruction, originally scheduled for the first quarter of 2001, began slowly. One of the impediments to development was the removal of trees on the Letterman Complex site with re-planting to take place after construction completion. Trees that cannot be saved will be cut. Another hurdle to development was prolonged negotiations of the lease by the Presidio Trust and Letterman Digital Arts Ltd., which was finally overcome when the two parties signed an agreement on 14 August 2001.

In adherence to the Presidio’s environmental mandate and to the principle of being a good neighbor, development at the Letterman site, which officially began on 29 August 2002,
 has to account for the concerns of the residents of the surrounding areas. For example, responding to requests from Presidio neighbors to minimize dust spreading outside the construction area, the Trust ordered workers to cover the piles of recycled concrete, which will be incorporated in the construction of the center and will remain on site until building begins.
 As evident in the Letterman Complex project, this community goodwill is present in other projects the Trust is carrying out in the park.
 Such action by the Trust illustrates the importance that it places on community relations.

Maintaining a congenial collaborative footing with its neighbors is critical in light of recent doubts about the Trust’s ability to spearhead the development at the Presidio. As in the Letterman Complex project, the uncertainty centers on real estate, property development and perceptions that economic development is privileged over environmental preservation and sustainability. As well, trepidations have arisen over the Presidio Trust’s financial management.

Other Conflicts at the Presidio

The Presidio’s task of balancing development with preservation to reach economic self-sufficiency is an endeavor fraught with pitfalls. Recent events at the Trust have drawn critical scrutiny of its operations. In summer 2001 Deputy Real Estate Director Ann Blackburn was pressured to leave her post, reportedly due to the Trust’s inability at the time to secure a final agreement with George Lucas on the digital arts center. Her departure was also allegedly related to the withdrawal of the investment bank W.R. Hambrecht & Co. from an agreement to move its offices to the Presidio after announcing it would do so in 2000.

Another turn of events and one with far-reaching consequences occurred on 10 December 2001, when James Meadows, who had been the Presidio’s Executive Director for almost four years, resigned from his post. (As of this writing, Meadows, an extremely experienced former private developer with extensive base reuse experience, continues to serves as President of the National Association of Installation Developers, the national umbrella organization for military base reuse in the U.S.) The Board of Directors immediately stifled rumors of an acrimonious firing by announcing that both parties had reached an agreement allowing Meadows to amicably step aside.

However, although the Board hinted that it desired a change in the Presidio’s administration now that the park had reached a point requiring a different style of leadership, Meadows’ departure may have stemmed from several news reports, especially from a six-month investigation by the Bay Area magazine, San Francisco, that highlighted the financial problems confronting the Presidio and criticized Meadows’ managerial performance.
 In addition, the exposé focused on the activities of Bruce Anderson, Meadows’ protégé and top deputy, who had allegedly brokered nepotistic deals that resulted in his relatives working at the Presidio, and receiving housing and rental benefits incommensurate with their positions.

Meadows’ resignation has re-focused attention on the Presidio’s financial health and development plans. Criticism arose when the Trust announced in April 2002 that it would lay off 62 employees to meet a White House mandate to reduce the park’s 2003 budget. According to the Trust, the layoffs, which includes managers, supervisors and rank and file employees, will ensure that it reach its goal of reducing its 2003 operating budget by 12.4 percent.
 In combination with earlier cutbacks in programs and outside contracts, the 2003 budget will total $44.6 million, compared with $51 million in the 2002 budget.

Dismissing assertions that the park’s future faces financial peril, Craig Middleton, appointed Acting Executive Director while the board searches for a permanent replacement, stated that the park was neither making too much money nor the Trust spending too much,
 a remark that carried ambiguous undercurrents. Yet, the Presidio’s federal mandate that it be financially self-reliant, coupled with allegations that the Trust indulged in questionable accounting practices,
 has put economic pressures on the Presidio and has fueled speculation that the Trust may undertake development contravening the Presidio’s status as a national park.

In this vein, many park observers believe that the Trust may be tempted to proceed with more development because its residential leasing arrangement is a huge cash cow generating approximately $21 million in 2001, up 60% from fiscal year 2000.
 Such income bodes well for property development at the Presidio despite some of the park’s drawbacks, notably its lack of accessible public transportation and the state of its historic buildings that requires substantial funds to renovate them to code.

Further doubts over the direction and pace of the Presidio’s development plans were raised after the Trust announced that it would like to provide 115 tourist-serving hotel rooms on Crissy Field,
 as well as build visitor-serving accommodations in the park’s existing buildings.
 Critics question the astuteness of such a move when ample tourist lodgings exist in the immediate area, moreover questioning the wisdom of constructing new accommodations when the Trust would receive more dollars per square foot from hotels operating in an existing building.

Echoing the Presidio’s critics is Brian O’ Neill, GGNRA Superintendent, who asserts that new construction imperils the park’s status as a National Historic Landmark District, a prized designation providing tax credits and grants for rehabilitating historic buildings.
 Such debates on development plans further underscore the clash between the Trust and the NPS over building housing and creating jobs in the park, and maintaining the right balance of economic growth and environmental sustainability.

The struggle between development and preservation has also produced inconsistent policies with resultant clamor. For example, the Trust’s proposal to tear down housing to create open spaces has garnered support from environmentalists but has drawn the wrath of housing activists living in the tight San Francisco housing market.
 However, at the same time that it supports open space, the Trust insists that it maintain the option to build houses and sell them at market prices. This legal obduracy has angered critics who point out that the Trust has reneged on its promise to provide home ownership at affordable prices to people who work in the Presidio.

Such conflicts, in which different polices implemented by the same parties produce shifting alliances between various parties, appear to disintegrate a complex view of development into a simplistic standoff between the economic well-off wanting to preserve the environment and the economically disenfranchised wanting to develop land. These internecine community squabbles, symptoms of the precariousness attending the Presidio’s conversion to civilian use, will surely increase and intensify given that the 2013 deadline for financial self-sufficiency nears and the entrepreneurial options available to the national park narrow in an ever more sluggish economy. Nevertheless, the history of the Presidio, its legal status as a national park and staunchly environmentally-minded residents of the Bay Area ensure that whatever choices the Trust makes to generate income, the vigilant eyes and incisive voices of the Presidio’s neighbors will keep environmental tenets at the forefront of development plans.

Conclusion

As the Presidio Trust moves forward with development plans to attain economic self-reliance by 2013, projects will greatly affect the park’s profile and landscape. In its ventures, the Trust has to adhere to the environmental principles set forth by the NPS. One force making sure that the Trust complies with these tenets is the community near the Presidio. Since 1962 almost three generations have lived in the neighborhoods that use the Presidio as their backyard. Through continual, even daily, contact with the Presidio, these neighbors have extended their roots to the park. This power of place,
 by which a historic urban landscape has nurtured public memory and encouraged community action, exerts a powerful sway on the Presidio as it undergoes conversion to civilian use.
However, at the same time that it influences the Trust, the local community has to realize that federal mandates and economic necessity entail some development on the Presidio’s grounds. How the Presidio proceeds with development and preservation, and how the Trust and its neighbors work together to reconcile economic reality and environmental sustainability may pave the way for further community collaboration in present and future military base conversions.
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C. Closer Look at the Presidio
D. Federal Contributions to the Presidio

1: Letterman Complex
Annual $650,000 decrease until 2010

5: Various Real Estate Property

7: Crissy Field
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E. Letterman Complex: 23-acre Main Building area in a 60-acre Lot

F. Mixed Used Project
G. Live/Work Project
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H. Digital Arts Project
I. Sustainable Urban Village

J. Table of Some Features of Four Different Projects (1998 estimates)

	
	Mixed Use
	Live/Work
	Digital Arts
	Sustainable Village

	Buildings
	11-12

(all senior housing)
	10
	3
	160

	Parking, total

Above-ground
	1640

350
	1390

100
	1530

30
	1000

250

	Time
	3 years
	2 years
	4 years, 9 months
	2 years, 3 months

	Cost

Deconstruction
	198 million

7.3 million
	236 million

8 million
	253 million

16 million
	183 million

3.3 million

	Annual Rent
	5.25 million
	5 million
	3.35 million, 4.5 million after 12 years
	5 million
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