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I ntroduction

This paper was devel oped in support of anational initiative called Action for Neighbourhood
Change (ANC). ANC isapan-Canadian project that involvesfour national and fivelocal partnersin
an effort torevitalizeand improvethe quality of lifein five selected neighbourhoods acrossthe
country.

Thefour national partners are United Way of Canada/Centraide Canada, Tamarack —An
Institute for Community Engagement, the National Film Board of Canadaand the Caledon I nstitute of
Social Policy. Thefivelocal partnersare United Waysin Halifax, Thunder Bay, Toronto, Reginaand
Surrey. Theselocal partners are expected to convene a processthat brings together individualswho
reflect the views of diverse sectors, including voluntary organizations, business and governmentsas
well aspeopleliving in poverty, in an effort to revitalize their respective neighbourhoods.

Action for Neighbourhood Change aso involves as partnersitsfive key government sponsors:
the National Secretariat on Homel essness (Human Resources and Skills Development), Officefor
L earning Technol ogies (Human Resources and Skills Development), National Literacy Secretariat
(Human Resources and Skills Devel opment), Canada' s Drug Strategy (Health Canada) and National
Crime Prevention Strategy (Public Safety and Emergency Preparedness Canada).

The paper isone of two companion papers undertaken to examine two countriesthat have
perhaps amore extensive history and experience in devel oping and implementing neighbourhood
revitalization and community development. This paper examinesthe experienceintheUS. A separate
companion paper by Duncan Maclennan reviews how regeneration policy has concurrently evolvedin
the UK.

More so perhapsthanin the UK and Canada, urban decline has been more widespread and
deeper seated inthe US. It has stimul ated extensive research and action, and providesavery large
laboratory on approaches and practiceto revitalize and regenerate distressed urban cores.

The paper beginswith aclarification of terms. It then providesabrief overview of the historic
influences, early attempts and current program framework for regeneration inthe US. How these
programswork —the mechanics of renewal strategies—isillustrated through three case studies. The
subsequent sections summarize the main resources and approaches being used, highlight findingsfrom
assessments and eval uations, and explore the possible lessons from the US for Canada.

Clarifying Terminology Used in This Paper

Theterm ‘regeneration,” while occasionally used inthe US, tendsto be more peculiar to the
UK. More contemporary USterminology favoursrevitalization (returning thelost social and
economic vitality) and comprehensive community devel opment (abroader perspective that focuses
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on opportunity and people, but with spatial or place-based emphasis). 1nthe US context,
neighbourhood and community are used interchangeably. Both refer to subsets of larger urban areas.

Although central to the historic discussion of neighbourhood change, inthe USthe phrase
‘renewal’ hasbeen largely discredited and discarded — because of the negative connotationsthat it
carriesfromthe early efforts of slum clearance and wide scale renewal of largetracts of inner-city
Americafrom 1950 through the early 1970s [ Jacobs 1961; Grogan and Proscio 2000].

The concept of nelghbourhood revitalization coversarange of approaches and outcomes.
Generally, thefocusison removing or replacing negative images— deteriorated and abandoned
properties. Inevitably, it also encompasses a process of significant socioeconomic change, ideally
reducing poverty and welfare dependency, and increasing employment. However, thereisongoing
debate on how to measure effectiverevitalization. Itistypically associated with declinein crimeand
insecurity, rising property values, growth in businessinvestment and activelocal businessenterprise,
and increased opportunity for local residents. But at what point do renewal and revitalization cross
the boundary and become gentrification —where market forces accel erate the process and shift values
and access beyond the original residents or other intended moderate-income beneficiaries? Most
social justice advocates would argue that wide-scal e gentrification and exclusion of lower status
soci0-economic groupsis not desirable and an excessively gentrified neighbourhood is not a success
story. Butisit better than the alternative of severely distressed derelict landscapes?*

Whileinitially palliative, with afocus on slum clearance, more recently regeneration or
community development in the US has seen asignificant evolution, indeed a 180-degreeturn. It has
evolved from aprimary concern with theremoval of blight to amore comprehensive cross-sectoral
process that emphasi zes both place and people based regeneration —what Katz [2005] labels
transformational strategies. These strategies seek to find abalance between revitalization and
gentrification.

Renewal Approaches: Broad Features and Governance

National level (federal) policiesand programs have had an important and varied influence over
the past half century. The central feature of the revitalization and community (re)devel opment process
has been an increasingly active and sophisticated network of community-based agenciesand
organizations. Thecommunity sector inthe USisarguably far more organized and entrepreneurial
thanisthecasein Canada. Inlarge part, thisisbecausein the USthissector evolved in aperiod of
restraint and withdrawal of government support — characterized in thetitle of the 1989 report Against
All Odds: The Achievements of Community-Based Development Organizations [NCCED 1989].
Itisalso aconsequenceof fairly sustained investment in community capacity building, viaboth publicly
funded programs and very significant support from foundations and i ntermediaries (discussed below).
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The historical roots of renewal and regeneration are briefly reviewed before considering more
recent programming and potential lessons.

The Early US Experience

The post-WWI1 economic boom was associated with afundamental transformation of US
cities, not theleast of which was the suburbanization and exurban shift of middle and working class
(usually white) Americans. Thisexoduswas both stimulated and facilitated by large-scaleinvestment
infreeway systemsand increasing accessto mortgage credit, combined with limited constraintson
growth at the urban fringe (sprawl) which provided cheap land and rel atively aff ordable ownership
opportunities. Thisarray of policies, most with no intentional spatial impact but significant inadvertent
effects, favoured suburban and exurban devel opment at the expense of theinner city.

Thereasonsfor urban decline are well documented (and are briefly reviewed in aseparate
paper for ANC) [Pomeroy 2005]. Raceissueswere often associated with declining central urban
communities, especially inthenorthernindustrial citiesasAfrican-American black familiesflooded into
citiesat unprecedented rates—e.g., in the 1960sin Chicago, it wasreported that five city blocks per
week weretransitioning from predominantly whiteto black populations [Bradbury et al. 1982]. In
many areas, the black migrantswere augmented by foreign immigrant groups. Typically, these new
immigrant city popul ations had larger families and were undereducated, underempl oyed and poor.
Public serviceswerelimited and, in most areas, aspiral of decline and decay exacerbated the inherent
poverty. Crimeand victimization became endemic.

In an attempt to address aging housing, slum conditions and growing concentrations of inner-
city poverty in many cities, thefederal government enacted two significant piecesof legislation,
established new institutions and put in place anational policy framework.

L egislation to support urban renewal (slum clearance) originally was enacted as part of the
Housing Act 1949 and evolved through alist of national programsintroduced inthe 1960s. This
evolution included the 1961 Area Redevel opment Act, which led to the creation of the Economic
Development Administration, an agency established to coordinate regional economic development
(alongsiderenewal). Thisdevelopment was soon followed by the Johnson Administration’sbold
announcement of aWar on Poverty [ Economic Opportunity Act 1964], which embraced community
organizationsasaprimefocustogether with arange of programs—investing in public schools, creating
Medicare, employment initiatives and housing investment. In short, the War on Poverty involved a
comprehensive set of programming, often targeted to specific low-income and, by association, usually
black neighbourhoods.

In 1965, responsibility for theimplementation of related renewal and housing programswas
formalized with the creation of afederal department of Housing and Urban Development (HUD).
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HUD has subsequently been involved in the creation and implementation of avariety of revitalization
and regeneration programs, discussed below. Separate from the HUD mandate on housing and urban
devel opment, the 1964 Employment OpportunitiesAct al so contributed to the early creation of
community development corporations (CDCs) in many cities.

In effortsto address poverty and, more specifically, its spatial manifestation—distressand
decaying neighbourhoods—theselegidativeinitiatives|ed to the creation of anti-poverty programs,
such asModel Cities. These measuresresulted aswell in the dramatic expansion of federal funding
for local social servicesand community development activities—in particular, through the Community
Action Program (within the Office of Economic Opportunity).

With afew exceptions, high expectations of the early urban renewal programswere never met.
The program contributed to demolition and rebuilding — often including removal of older housing for
construction of freeways (that | ater fuelled the suburban exodus), new commercial districtsand, ina
number of cases, large-scale public housing (which, in retrospect, have worsened living conditions,
rather than improving them and, in fact, recreated slum conditions at even higher densities). Itsgreater
failure, however, wasitslack of action. Whiletherewasaplethoraof planning and paperwork, in
reality many of theseinitiatives never got off the ground —they promised much more than they
produced [ Teaford 1999].

The primary critique of urban renewal, most prominently articul ated by Jane Jacobs (1961) but
echoed by many others, wasthe lack of effort in engaging and involving residents of the renewal
areas, or at least the plansfor these areas. Although the physical reality was more limited than the
widespread critique might suggest, the enduring publicimage of urban renewal wasone of bulldozers
and displacement of the poor [Nenno 1996].

Thecritical lesson from the 30-year postwar experiment wasin terms of what not to do, rather
than how to successfully revitalize distressed inner-city areas. Indeed, the four decadesfrom 1950 to
1990 have been characterized astimes of trial and error in devel oping new approachesto addressthe
combined impacts of economic change, physical obsolescence of entireformer industrial areasand
increasing social disarray [Nenno 1996].

Some of theinitiatives of the 1960s met with modest success—most notably the Head Start
program, Youth Jobs Core and the Volunteersin Serviceto America (VISTA —adomestic form of the
Peace Corps), which survive and remain active today. However, these are not specifically
revitalization initiatives. Most of the bold place-based national programs of the 1960s War on
Poverty foundered dueto lack of real community engagement and more particularly in anumber of
cities, political bickering between federal and local elected officials.

[ronically, one of thefactorsthat undermined the Model Citiesinitiative wasthe attempt to
circumvent local elected officials (who traditionally had been the conduit for federal funding under
urban renewal) and to provide funding directly to community-based groups. The 1964 Economic
OpportunitiesAct created the concept of Community Action Councils (CAC) asamechanismto
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foster greater involvement and autonomy of residentsin distressed areas. Although resultsvaried
widely across cities, therewas general skepticism of whether such councilshad any real power. In
some cities, appointment of local leaders sympathetic to local elected officialsalso undermined the
attempts at democratization. I1n other cities, these councils became breeding groundsfor protest
groups and the civil unrest that characterized the late 1960s. However, whilenot fertilein the short
term, alonger view suggeststhat thiseffort may have contributed to emergent community leadership.

Distinct from Community Association Councils (CACs), which were alegislated approach to
community organizing, moreinformal grassroots structuresdid begin to spring up in distressed areas.
Small catalytic groups of frustrated resi dents spearheaded effortsto initiate modest community
economic devel opment and social devel opment —evolving into Community Devel opment
Corporations (CDCs). Althoughinitially underfunded and weak, Community Devel opment
Corporations continued to evol ve through the 1970s and subsequently were supported by other
initiatives— especially investment from major philanthropic foundationslike the Ford Foundation and
theintermediariesthat subsequently emerged in thelate 1970s.

The Roots of a More Community-based Approach

Again stimulated by achangein political winds (aNixon Administration) and blatant evidence
of discrimination, the 1970s brought two critical elementsthat have continued to influencethe
approach to community development and neighbourhood renewal. Thefirst wasthe Housing and
Community Development Act of 1974 followed shortly after by the Community Reinvestment Act
1977. Theselegidative actionsreflected apolicy perspective that emphasized minimal federal
involvement in preferenceto local responsibility.

The Housing and Community Devel opment Act of 1974 wasinstrumental in nurturing and
facilitating the desired local responsibility. The central feature of thislegislation wasthe Community
Development Block Grant (CDBG), which consolidated arange of existing federal programs
(including urban renewal, model cities, neighbourhood facilitiesand water, sewer and open space
programs) inasinglefunding vehicle.

Created as an omnibusfunding vehicle, Community Devel opment Block Grant (CDBG) isnow
oneof thelongest running and, arguably, most successful initiativesin USregeneration history. Itis
also the singlelargest funding source with annual budgetsin excess of $4 billion through the 1990s and
through to 2005 —although it is currently under threat of a40 percent budget cut inthe Bush
Administration Budget proposals for 2006 (2005 budget is$4.1 billion).

Using aneeds-based formulato allocate funding geographically but to ensurethat it flowed to
communitiesin greatest need of reinvestment, the Housing and Community Development Act sought to
create“viable urban communitiesas social, economic, and political entities” (Sect.101(b)(1)) by
systematic and sustained action by federal, state and local governmentsto eliminate blight and to
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conserve and renew older urban areas*to provide decent housing and a suitableliving environment,
principally for personsof low- and moderate-income” (Sect.101(c)) [Galster et al. 2004] .2

Thefundsareallocated to local government, which then determinestheir use of funds based
on comprehensivelocal assessment and spending plans[Nenno 1996]. Granteesreceive fundsthat
they can spend to support specific community development activities, such asrehabilitating housing,
improving public facilitiesand providing public services. Most grantees are prohibited by statute from
spending morethan 15 percent of their CDBG funding on public service activities, such aschild care,
health care and crime prevention [GAO 1998§].

In bothintent and its budget allocation mechanism, CBDG wasthefirst major funding initiative
inthe USto take an explicitly place-based perspective. While seeking to address |ow-income need,
itsfocuswas onimproving neighbourhood physical and social conditions, asdistinct from earlier anti-
poverty initiativesthat typically focused more on individual needs[Galster et al. 2004].

A second major influence on future directions was the enactment of the Community
Reinvestment Act 1977. Intheface of urban decline, financia institutionsand more particularly
mortgage lenders seeking to avoid risk, adopted awidespread discriminatory practice of ‘red-lining’
low-income declining communities. This practice precluded any local initiativesfrom securing
financing and thwarted revitalization efforts. The Canada Revenue Agency (CRA) sought to make
such practiceillegal and, in addition, required lendersto reinvest in communities. Subsequent
amendmentsin 1989 and 1995 increasingly strengthened the enforceability of thisrequirement.

Over the past 30 years, the CRA legislation hasresulted in asubstantial increasein the
awareness and involvement of financial institutionsin distressed communities. Many major bankshave
created community devel opment and community investment subsidiaries—with products devel oped
specifically to support community economic devel opment.

Emergence of Intermediaries at National, Regional and Local Scale

Concurrently, emergence of anetwork of intermediary organizations at thelocal and national
levels has complemented the legislative and program initiatives. Often created or supported by
foundations, these intermediary organizations are nonprofit corporationswith strong financial and
community organizing expertise. They providetechnical assistance, training and support for local
capacity building but are also highly professional and sophisticated. They play animportant roleas
intermediary between community groups and financial services corporationsand, in some cases,
government programs.

One of thefirst, the Neighbourhood Reinvestment Corporation, was chartered by Congressin
1978 —with the specific mandate to mobilize reinvestment in declining communities. Itsmandate was
directly linked to the af orementioned discriminatory lending practice of red-lining.
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Building on its experience with Neighbourhood Housing Services, in the early 1960s, the Ford
Foundation created the Local Initiatives Support Corporation (L1SC) in 1979. Initially, LISC had a
geographic focusonthe‘rustbelt’ —the Northeast and Midwest regions most drastically affected by
deindustrialization. It subsequently has expanded to have anational scope. LISC hasbeen acritical
player, investing in and building local capacity viacomprehensive neighbourhood revitalization.

Oneyear later in 1980, amgjor philanthropist and successful real estate devel oper, James
Rouse, created and endowed the Enterprise Foundation with amission to help revitalize distressed
neighbourhoodsthrough building |eadership and capacity within the community and connecting
neighbourhood groupsto resources, assistance programs and financing. Through the 1980s, these
three entitiesemerged asaforcein the community development and neighbourhood renewal arena
(and were augmented by afourth with the creation of a separate foundation by the FannieMae
Corporation in 1993).

A much larger subset of smaller intermediariesalso emerged at thelocal and regional level
through the 1980sand 1990s. Together, thisnetwork of local, regional and national intermediaries
has played asignificant rolein building and strengthening capacity in communities, especialy those
deemed ‘distressed.®

[llustrative Example of the Important Role of Foundations

The Rebuilding Communities|nitiative (RCI) isaseven-year venture by theAnnie E. Casey
Foundation (AECF) to assist low-income communitiesin five citiesthrough aresident-led process of
neighbourhood transformation. RCI isone of agrowing number of similar foundation-funded
comprehensive community initiatives (CCls) developed inthe US. Evolved from various community
development models, CClswork to strengthen the capacity of participating organizationsand
neighbourhood residentsto address awide range of issues and bring about change.

Theseinitiativesfocus on building leadership among local residents and organizations, and
require collaboration among awide spectrum of neighbourhood residentsand institutions. Learningto
collaborate with adiverse range of community members has a so been challenging for many partici-
pants, as has establishing governance structuresto lead theseinitiatives. In struggling with these
issues, foundations and neighbourhoods have learned val uable lessons that can help inform and
strengthen both CClsand other revitalization efforts.

Ancillary tax expenditure mechanisms to stimulate private capital investment

A final feature of the USrevitalization landscapeisthe extensive use of tax expenditure
programsand, in particular, the use of tax exempt bond and the Low Income Housing Tax Credit
(LIHTC). Thesearenot specifically revitalization initiatives, nor are they targeted to particul ar
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neighbourhoods. However, they are both significant mechanismsin facilitating large-scal e capital
investment and financing of community infrastructure and particularly affordable housing —often key
elementsof revitalization strategies.

First, tax exempt bonds, are issued by State Housing Finance Agencies, on behalf of citiesor
incorporated localitiesto provide privateinvestors with tax exempt interest earnings. Thishelpsthe
local municipalitiesraise capital and providefinancing at below market interest rates.

The second main measureisaseries of tax credits, thelargest and best known of whichisthe
Low Income Housing Tax Credit (LIHTC). It wascreated in 1986 as part of amajor package of
federal tax reformswhich eliminated numerous lucrativetax breaksfor devel opers, replacing these
with atargeted tax break with specific objectivesto direct investment to affordable housing
production and rehabilitation. The LIHTC isof interest becauseit playsadual rolein generating
significant revenuesfor theintermediariesand in attracting large sums of direct capital investmentin
qualifying low-income housi ng developments, including rehabilitation.

Theessential featureof the LIHTC isthat it providesinvestors (usually largefinancial
corporations—becauseinvesting in LIHTC projectsalowsaqualifying investment under the
Community Reinvestment Act requirements) with 10 yearsof creditsto apply annually against taxable
income. Becausetheseinvestorsare saving money (paying lesstax) in future years, they are prepared
to purchasetax creditsup front. Thisgeneratesanimmediate equity investment in new and rehabili-
tated affordable housing. Theintermediariesact as salesagentsfor the tax credits—matching private
investorswith affordable housing projects and managing ongoing compliance over theterm of the
investment agreement. Thisresultsin transaction feerevenuesfor theintermediaries, which hel psthem
to sustain their ongoing operations—and provides asource of fundsfor loansand grantsfor technical
assistance and capacity building activities.

More recent initiatives seek to consolidate and coordinate programs

Asnoted, the Community Development Block Grant (CDBG) program wasintroduced in
1974 asaway to consolidate and coordinate a pre-existing panoply of federal programsand
initiatives acrossanumber of departments and agencies, and to provide a strong community
investment focus. After 30 years, CDBG continuesto be active and remains asthe singlelargest
federa funding envelopefor community and neighbourhood regeneration.

Over theintervening years, new initiatives continued to sprout up, outsideof CDBG. This
trend has been the subject of subsequent effortsto consolidate once again programsthat shared a
common objective of improving living conditionsin distressed communities. Key measuresincludethe
enactment of the HOM E Investment Partnership Program in 1990, creation of Empowerment Zones
and Enterprise Communities (rural) under the Omnibus Budget Reconciliation Act of 1993 and, more
recently, aproposal by the Bush Administration (May 2005) to consolidate some 18 programsinto a
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new initiative Strengthening America’'s Communities. Thefollowing sectionsreview these consolidated
initiativesaswell asother recent mainstream revitalization programs—the Community Development
Financial Institutions Fund and the HOPE VI Program.

Home I nvestment Partnership

The HOME program is a separate but companion program to CDBG created in the 1990
National Affordable HousingAct. However, itsfocus (eligible use of funding) ismore specificto
housing initiatives than the broader community development objectivesof CDBG.

Like CDBG, itisallocated on aformulabasis, which uses several objective measures of
community need including poverty, population, housing overcrowding, age of housing and growth lag.
Forty percent of HOME funds are all ocated to states and 60 percent to units of local government.

Home funding isused to support implementation of local housing strategies designed to
increase homeownership and aff ordable housing opportunitiesfor low- and very low-income
Americans. Funds can be expended only on housing for persons bel ow specified income thresholds
and often tend to be used in the context of neighbourhood regeneration/revitalization strategies.

Place-based economic stimulus initiatives

Congress established the Empowerment Zone and Enterprise Community (EZ/EC) programin
1993 and the Renewa Community (RC) program in 2000 to provide assistance to distressed
communities. Theinitiativestarget poverty, unemployment and economic growth.

Designated urban neighbourhoods and rural communitiesare eligiblefor specific block-funded
grantsand arange of tax exemptions, which remainin placefor 10 years. While both the EZ/EC and
later RC programswere designed to improve conditionsin distressed American communities, the
features of the programs have changed over time. Round | (1994) and |1 (1998) EZsand ECs
received different combinations of grant funding and tax benefits, while Round 111 (2001) EZs, and
RCsreceived mainly tax benefits. In 2002, the program wasrefined and relabelled asthe Community
Renewal Initiative, but retained many of theoriginal elements, including both arural and urban
application.

The zones/communitiesin urban areas are administered by HUD whilethoseinrural areasare
administered by the US Department of Agriculture (USDA). Communities competefor designations
and only alimited number are designated in each round. Intotal for the 1994 and 1998 rounds, the
Department of Housing and Urban Development (HUD) and the Department of Agriculture (USDA)
have designated atotal of 41 EZsand 115 ECs, and HUD has designated 40 RCs. Therevised
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program, which now uses Renewal Communities and Empowerment Zones asitstwo forms of
designation, named 40 urban and rural RCsand 8 new urban EZsin December 2001.

The program promotes comprehensive revitalization of distressed communitiesby funding
broad community-based comprehensiverevitalization plans. Essentially, the EZ/EC program provides
aset of block grantsand tax incentivesto businesses|ocating in and creating employment in design-
ated neighbourhoods and rural areas. Itspurposeisto restorecommercial vitality to these areaswith
tax-incentive package to open new businesses, provide new jobs, rehabilitate and build new
housing, and support revitalization.*

In addition to the all ocation of administrative responsibility to the two federal departments, the
1993 Act also created the Community Enterprises Board —acabinet level entity to overseethe
implementation of the EZ/EC initiative[GAO 1995]. TheBoard ischaired by theVice President and
includes White House assi stants for economic and social policy aswell asthe secretariesof 10
Cabinet Departments agencies. Inaddition to overseeing the program, it advisesthe President on
how federal programs can be better coordinated across agencies seeking to respond to the needs of
distressed communities.

Thisboard was an important part of the Clinton/Gore EZ program and asource of coordi-
nation among federal agenciesthat were charged with cooperating and providing preferencesto
communitieswith EZ programsin their discretionary and competitive grant programs (e.g., extra
pointsin competitionsfor EZ communities). Becausethe EZ program was principally the Vice-
President’sinitiative, having him head up aWhite House coordinating unit was helpful. It wasstaffed
by political and career bureaucratsfrom variousfederal executive agencies. However, with the
el ection of the new (Bush) administration, this board was disbanded and isno longer active.

From agovernance perspective, avery high level coordinating body can have asignificant
role—although it is debatable how effectivethisBoard was, sinceitstenurewaslimited. Ina1995
report, the Government A ccounting Office (GAO) highlighted the ongoing fragmentation and lack of
interagency coordination of the morethan 12 implicated departments and agencies. Protection of
individual departmental/agency resources appearsto permeate rel uctanceto fully cooperate and
share resources [ GAO 1995].

In addition to thisattempt at high-level coordination, akey element and principle of the
program is meaningful community engagement and resident participation, and the creation of alocal
coordinating committee. The emphasison community-devel oped strategies, tailored to local needs—
asdistinct from aprescriptive national program—isahallmark of theinitiative [Pitcoff 2000].

Community Development Financial Institutions (CDFI) Fund

While not acomprehensiverenewal program, the Community Development Financial
Ingtitutions (CDFI) Fund isan important element in strengthening and expanding community capacity
with afocus on accessto critical investment financing.
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The (CDFI) Fund was established in 1994 as away to expand the network of community-
based financial institutions. Congressrecognized theimportant role of community-based financial
institutionsin improving the economic well-being of economically distressed neighbourhoods, through
lending and investmentstailored to these communities. Thecommunity development sector had
lobbied for support because such institutionswererel atively few in number and small in size and often
had difficulty meeting the demand for their services.

The Fund has sought to expand accessto credit and other financial servicesinvulnerable
communitiesthrough two programs, the CDFI and the Bank Enterprise Award programs. The CDFI
program providesarange of for-profit and nonprofit financial institutionswith financial and technical
help to support their effortsin distressed communities and monitorstheir performance during aperiod
of at least fiveyears. The Bank Enterprise Award program rewards banksfor increased lending and
investmentsin CDFIsor in marginalized neighbourhoods.

HOPE VI Public Housing Revitalization ®

HOPE V1 isnot ageneral urban renewal program, but due to the widespread number of large
public housing projectsinthe US, it has effectively become aneighbourhood revitalization program —
especially following program revisionsin 1995, discussed below. The HOPE V1 program has become
the primary vehiclefor therenewal of public housing devel opments—which, inthe US, havetended to
be quite large and have adirect influence on neighbourhood decline.

Initially known asthe Urban Revitalization Demonstration program but retitled HOPE VI, this
initiative wasintroduced in 1992 foll owing the recommendations of aNational Commission on
Severely Distressed Public Housing. Theinitiativeistargeted to public housing authorities (PHAS) in
the40 largest citiesand on HUD’s Troubled Housing Authority List.

The program providesfunding on acompetitive basisto eligible PHAsto support planning and
implementation of comprehensive redevelopment. Inaddition to physical redevelopment, it empha-
sizes community development to addressissues of concentrated poverty. PHAswereinvited to
prepare bidsfor the comprehensive revitalization of up to 500 unitswith grants capped at $50 million.
Up to 20 percent of grant funding can be used for nonphysical improvement (i.e., community
development activities) [Pomeroy and Lampert 1998].

Theinitial program wasrevised in 1995 with two key changes. First, amixed financing
approach was adopted that encouraged the creation of public-private partnershipsto promote mixed
income communitiesby layering HUD funding with privateinvestment and ownership/management.
Second, aprogram requirement for replacing of the public housing unit prior to demolition waslifted
(thishad constrained physical redevelopment initiatives). Effectively, thischangetransformed the
initiative from simple redevel opment of public housing to amuch broader neighbourhood
comprehensiverevitalization [ Turbov and Piper 2005].
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Turbov and Piper argue that, when implemented optimally, the mixed finance HOPE V|1
program can have afar more significant impact in facilitating revitalization than anarrower
redevel opment of bricksand mortar approach. They notethat while HUD has carefully monitored
and evaluated the array of HOPE VI redevel opments undertaken across the country, there has not
been acomprehensive evaluation of the program’s effectivenessin jumpstarting wholesale
neighbourhood improvements. Their recent research sought to examinethis question, using four case
studies and concluded that:

When used strategically, HOPE VI's partnership with the private sector and holistic approach —
integrating housing with schools, jobs, amenities, and social services — has great potential to
remake distressed public housing and jumpstart wholesal e neighbourhood improvements
[including adjoining non-public housing developments]. HOPE VI funds can attract new
investment into places where the market was previously absent. Most importantly, HOPE VI
ensures a permanent and quality home for low-income households in the midst of a

neighbourhood renaissance.

Case studies undertaken by Turbov and Piper [2005] found empirical evidence of
improvementsin neighbourhood conditions—compared to city averages, incomesrose, employment
and labour market participation increased, crimelevelsdropped significantly (as much as 93 percent
inAtlanta’s Centennial Place) and, in caseswherethe program invested in school quality, student test
scores showed significant improvement. At the sametime, therevitalization achieved abalancein
attracting new middle-income househol dswhile preserving opportunitiesfor very low-income public
housing residents.

New Markets Tax Credit (NMTC)

Following the success and broad support of the LIHTC (described above and used specifi-
cally for affordable housing development), anew tax credit variant was created in 2000 and has
recently been implemented —the New Markets Tax Credit (NMTC).

Providing astream of tax creditsover 10 yearssimilar tothe LIHTC, theNMTC createsa
new vehiclefor stimulating (tax-induced) investment capital to support community development. Itis
aflexibletool that can be applied to awide range of qualified business activities, from small business
lending, financial counselling and real estate devel opment.

NMTCsareadministered by the Community Development Financial Institutions (CDFI) Fund
(seeabove), whichispart of the US Department of the Treasury. Initially, $15billioninNMTC
creditswere budgeted to be available for investments over asix-year period, allocated annually
between 2002 and 2007 through acompetitive process. In November 2005, the Senate passed
legislation to extend the program to 2008 and added afurther $3.5 billion to the budget.
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NMTCsareintended to spur theinvestment of new capital into Community Devel opment
Entities (CDEs) which, inturn, must use this capital to provide debt and/or equity financing to support
gualified investmentsin low-income communities. The NMTC Program enables Community
Development Corporationsto access private capital to complete more deals, assist more businesses
and expand their scope of services. The purposes of the program are broadly defined so that it can
be used as part of acomprehensiverevitalization strategy to create more jobs, increase assets and
achieve amore stable community. At the sametime, such development activities can generate revenue
(transaction fees) to sustain the operation of the CDC.

President Bush’s current proposal — Strengthening America’s Communities

In 2005, President Bush outlined anew initiative to again consolidate afragmented assortment
of 18 programs and federal funding mechanisms spread acrossfive departments. The primary
objective wasto take amore comprehensive approach to economic and community devel opment:

Building on existing economic and community development efforts, the President will propose a
new initiative to help strengthen America’s transitioning and most needy communities, while
making better use of taxpayer dollars by reforming and restructuring many of the existing Federal
economic and community development programs. The President’s initiative, to be proposed in
hisFiscal Year (FY) 2006 budget, will consolidate 18 existing programs, simplify accessto the
Federal system, set new eligibility criteria, and establish strong accountability standards all in
exchange for the flexible use of the funds so that communities most in need will be assisted. The
new $3.71 billion unified grant-making program will better target assistance and achieve greater
results for low-income persons and economically distressed areas [Report of Strengthening

America's CommunitiesAdvisory Committee July 2005].

An advisory committee was chartered to examine and refine the President’s proposal and
submitted itsreport in the summer of 2005. It remainsunder consideration; theinitial part of the
President’s budget proposalswasfor fiscal 2006 and will be subject to extensive negotiation through
the US budget process.

Thisproposed consolidation of programs embraces abroad set of programs and agencies, and
is premised on the notion that a strong competitive national economy depends on strong local
economies. Itincludesboth person- and place-based strategies. Reflecting thiseconomicfocus, it
was undertaken under the auspices of the Secretary of Commerce, not by the Secretary of Housing
and Urban Development (HUD). Assuch, itisnot so much about community or neighbourhood
renewal asthegoal, but community and neighbourhood renewal asameansto alarger goal —

i.e., economic growth and prosperity.

The proposal assertsthat there iswidespread duplication and overlap across these many
programsand inconsistent criteriafor eligibility. Many programslack clear goalsor performance
measuresto sufficiently demonstrate any impact [SACAC 2005]. Criticsof the President’sinitiative
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note however, that whilethereisroom for some consolidation and improved interagency coordi-
nation, the proposal resultsin asignificant budgetary reduction for implicated programs. Programs
with combined budgetstotalling nearly $5.7 billion would be shoehorned into a$3.7 billion package
[Washington Post 2005: AQ7]. Under the proposal, Community Development Block Grant (CDBG),
thesinglelargest program of the 18 being proposed for amalgamation, and the one most specific to
neighbourhood regeneration, would experience a40 percent reduction (the 2005 budget for CDBG
aonewas$4.1 billion).

Summary of current program framework for regeneration in the US

Thisbrief historical overview providesthe backdrop for the current context inthe US.
Effectively, there has been aconscious shift away from formal national comprehensive regeneration
programsto amoreinformal set of arrangements—with program resources reassembled at thelocal
level.

Arguably, the current ‘ system’ isnot the outcome of an explicit government agenda, but rather
aconsequence of 30 yearsof incremental creep, with anincreasingly sophisticated network of com-
munity devel opment corporations (CDCs), other local organizationsand intermediaries. Putting aside
the President’s proposed budget cut, the finding that there remains an uncoordinated overlap and
duplication of effortin current programmingislikely avalid criticism, and one shared by community
development advocatesinthe US[(SACAC 2005)].

That said, an array of funding sources, asdistinct from asingle comprehensive regeneration
program, has served community groups quite well, enabling them to tap into avariety of sourcesto
respond to differing needsand funding shortfalls. Theresultisavery flexible system with good
opportunity for local control (although sometensionsremain between local officialsand moregrass-
roots community groups), rather than prescriptive requirementsimposed across the nation but
Inappropriate in specific communitiesand circumstances.

Thereisnonethel ess a separate question about the rel ative (in)efficiency in thisongoing
progress of proposal writing and grant chasing versusasingle application for large scalefunding, asis
morethe casein the UK (see companion paper by Maclennan).®

Whilethereisno singleregeneration budget or specific regeneration policy at anational level,
beyond the somewhat comprehensive CDBG program, many cities have created policiesat thelocal
level. Most mgjor US cities have housing and redevel opment departmentsthat coordinate the
implementation of local policiesand have become adept at using and lobbying for state and federal
programs.

At the sametime, asolid network of foundations and research institutes have created adiverse
set of research, augmented by alarge volume of foundation awards focused on documenting and

14 The Caledon Institute of Social Palicy



rewarding best practice—which in turn contributesto broader understanding and revision of policies
at the national levels—e.g., improvementsto HOPE VI, Low IncomeHousing Tax Credit (LIHTC)
and creation of the New Market Tax Credit (NMTC). Thefoundationsand intermediariesare also
vocal inthecriticism of programsand policies and frequently make recommendationsfor ongoing
program refinement (and for increased resourcing).

Although thefocusin this paper ison federal policy and programinitiatives, it isimportant to
notethat states and cities have al so been very active and instrumental in managing and directing
revitalization efforts—typically utilizing resources of arange of federal, state, local and foundation
programs. All major US citieshave departments responsible for housing and redevel opment
(originally asconduitsfor HUD funding) and have devel oped considerable expertise, which isapplied
inthe creation of many locally driven strategies and revitalization programs.

The Mechanics of Renewal Strategies

Assuggested above, in most cases, morerecent renewal or regeneration strategiesinthe US
have beenlargely developed and driven at thelocal level —either through community-based |leadership
or elected administrations. Inall cases, thisapproach hasrelied on taking advantage of an array of
funding mechanisms and opportunitiesthat are provided by federal, state and foundation
programming.

Consequently, the most useful way to present the mechanics of recent renewal strategiesin
through afew illustrative case studies.” Thefollowing overviews are among the most frequently cited
in USresearch, with thefirst two notablefor their longevity:

. Sandtown-Winchester (Baltimore)
. Dudley Street Neighbourhood Initiative
. Manchester HOPE V| (Pittsburg).

Sandtown-Winchester (Baltimore) 8

Sandtown Winchester (S-W) isone of anumber of older inner-city neighbourhoodsin
Baltimorethat has experienced substantial depopulation, abandoned properties and a subsequent
infestation of crime, arson and loss of commerce. Asacity, Baltimorelost almost one-third of its
popul ation between 1950 and 2000, with 11.5 percent of thisloss occurring between 1990 and 2000.

A neighbourhood comprising some 72 blocks, S-W has experienced the brunt of thisdecline—
falling from apopulation of 30,000in 1950 to only 10,000in 1990. Of its4600 dwellingsin 1990,
more than 65 percent (3,000) needed major rehabilitation or demolition and 600 of these were
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abandoned and boarded up. The medianincomeinthe areaisonly 40 percent of the Baltimore
median. Even though propertieswererelatively affordable, assessed at 37 percent of the city median,
therewasno interest in buying in thisdistressed area, nor any attraction for businessinvestment.

Effortsto stabilizeand revitalize thisand asimilarly distressed adjoining neighbourhood have
been ongoing sincethelate 1980s. Theinitial effortswere stimulated by agroup of concerned
residents— Baltimorians United in L eadership Development —BUILD. Thiscommunity-based
organization formalized a partnership with the Enterprise Foundation (whose founder James Rouse
wasfrom Baltimore) to create acommunity development corporation —the Enterprise Nehemiah
Development Corporation (ENDC).

Rouse had avery strong commitment and wanted to demonstrate that no matter how
distressed acommunity, it could betransformed. Sandtown-Winchester was selected in part because
it was so severely distressed (in some respectsit has been aflagship, which may have helpedin
attracting resources, a processthat may be more challenging in other communities). The ENDP
established four goalsfor S-W-:

e increaseresidentia stability through homeownership opportunities
* expand commercia redevelopment

* eliminatevacant propertiesand land

*  deepen community involvement.

A notable aspect of community involvement has been to reform two local schools.
Enterprise’s Baltimore Education I nitiative aimsto address the needs of thewhole child witha
comprehensive approach, spanning from preschool through elementary and, most recently, middle
school. Whilethe main focus of the Enterprise Foundation isin housing development, it has
broadened itsreach to include education with the objective of increasing each child’s chances of
graduating from high school, attending college and securing agood job. The program al so sees better
education asaplank inthe strategy of attracting and retai ning middle-income househol ds and thereby
attracting business. Since 1987, when the neighbourhood school s ranked in the bottom tier of the
city’spublic education system, there has been adramatic improvement. Since 1999, for six
consecutive years, students have met the math and reading targets set by the state of Maryland.

In addition to a partnership with the Enterprise Foundation, the neighbourhood was successful
inwinning a$750,000 grant in 2000 from the Anne E. Casey Foundation (afoundation withamission
to help build better futuresfor millions of disadvantaged children who are at risk of poor educational,
economic, social and health outcomes). The grant wasinvested over three yearsto support
Enterprise Baltimore's (the Enterprise officein that city) four pointsof impact in Sandtown-
Winchester:

» SafeNeghbourhoods/Safe Families— Enterprise Baltimore workswith the AmeriCorps
programto help individual s, familiesand community devel opment corporations (CDCs)
improvetheir community safety programs.
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»  Community Capacity Building—Community residents are taught how to design, implement
and manage a neighbourhood transformation program.

»  Workforce and Economic Opportunity — Enterprise Baltimore worksto connect families
with employment training that will help residents gain stable employment. Residentsare
also provided with training and financial resourcesto become entrepreneurs or expand
existing businesses. Additionally, local and small minority contractorsare afforded
opportunitiesto participatein the redevel opment of the community.

» Physical Development — Residentswork with Enterprise Baltimore and other
neighbourhood organi zationsto improve the community’sphysical environment.

Housing rehabilitation wasacentral part of theinitiative— providing employment aswell as
physically changing theimage of thearea. The Enterprise Nehemiah Development Corporation
(ENDC) identified arange of potential funding sourcesand worked collaboratively with city, stateand
federal programs.

Reflecting the array of programs overviewed in the previous section, funding for the
revitalization of Sandtown Winchester was secured through CDBG aHUD homeownership program,
Stateissued tax-exempt bonds and a State property tax abatement program. Thecity provided 17
abandoned properties and avacant land site that could accommodate 283 homes. Subsequently,

S-W was designated as an Empowerment Zone and, in later housing devel opment phases, waseligible
for grantsand tax incentives under that federal initiative, discussed above.

After thisinitia effort, the approach wasrevised with greater emphasis placed on rehabilitation
of existing homes (where economically feasible) rather than demolition and rebuilding. Therewasa
focuson ‘gateway’ streets, which weretargeted for restoration. While housing rehabilitation wasa
large component, the program also involved acomprehensive strategy to improveresidents
economic, social and physical well-being —whichincluded job training and placement, school -based
health and mental health, servicesfood programsand public safety initiatives.

These neighbourhood-led initiatives were augmented in 2000 through a city-wide process of
planning reform focused on addressing the depopulation trend. One chapter of Plan Baltimore 2000
wastitled Srengthening Our Housing and Neighbourhoods. This plan articul ated specific goalsfor
strategic demolition and preservation for vacant homes, reduction of drug abuse and related crime,
improvement of schools, deconcentration of poverty and retention of middle-incomeresidents. As
one element of thisstrategy, in 2001, the city obtained State funding ($25 million) to implement adrug
addition treatment program.

While the concentrated investment in the transformation of the S-\W neighbourhoodis
producing positive outcomes (based on aseries of neighbourhood indicators), thereis concern that
this concentrated investment isnot replicable. It may also have diverted needed resourcesfrom other
neighbourhoods — causing some resentment acrossthe city.
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Reflecting these concerns, the City Administration announced in 2000 a Heal thy Neighbour-
hood I nitiative as acounterpoint to the neighbourhood transformation that was necessary in the
devastated S-W neighbourhood. Theintent isto arrest decline and stabilize neighbourhoods before
they fall too far —effectively apreventative strategy. Theinitiativeincludeslow interest loansto new
and existing residentsto undertake rehabilitation, aswell astraining and technical assistancein
nei ghbourhood organizing and | eadership devel opment.

To date, gentrification has not been anissue in Sandtown-Winchester. Thereisapolicy focus
on attracting middle-income househol ds and deconcentrating what wasformerly an area of concent-
rated poverty. However, because of the high level of abandonment and vacant properties, infusion of
new middle-income househol ds does not require any displacement.

Boston’s Dudley Street Neighbourhood I nitiative (DSNI) °

The Dudley Street Neighbourhood Initiative (DSNI) isan interesting example of acommunity-
based planning and coordinating process. Theorganizationitself isnot aCDC, but providesa
comprehensive planning framework within which anumber of CDCstake on specific activities. Itis
also auseful case study becauseit isoccurring in acity that has strong growth and has already
reversed the depopulating processthat tendsto characterize urban decline—acritical challengeishow
to managetherisk of gentrification. Further, itisalso notable asaninitiative that benefited from
concentrated investment. While originating asagrassroots community-based initiative, thelocal
effortswere supported by acommunity foundation (Riley Foundation) and with assistance from the
Community Training and Assistance Corporation. Rather than spreading its grant-making acrossthe
city, the Riley Foundation focused itsinvestment on an areathat includesthe Dudley Street neigh-
bourhood and committed to long-term core funding support to enabl e the emerging organization to be
sustainable.

The DSNI wasinitiated in 1984 asaresident-led, nonprofit planning and organizing groupin
the Roxbury/North Dorchester area of Boston. Thisneighbourhood encompassesa 1.5 square mile
area southeast of downtown Boston and, at itsinitiation, wasthe poorest area of Boston. With a
diverse community of African American (37 percent), Latino (29 percent), Cape Verdean (25 percent)
and white (7 percent) residents, it has a per capitaincome of $7,600 compared to nearly $16,000 for
the City of Boston asawhole. Located |lessthan two milesfrom downtown Boston in Roxbury/North
Dorchester, the neighbourhood has large tracts of vacant land (21 percent of the neighbourhood) —a
consequence of insurance motivated arson firesin the 1960sand 1970s. The (2000) median family
incomefor theareais $20,848. The unemployment rateisan estimated 16 percent. Approximately
32 percent of the area’ s popul ation fallsbelow the poverty line. At the sametime, it isnoted for
strong community |eadership and determination.

The DSNI wasformed in 1984 when residents of the Dudley Street area came together out of
fear and anger to revivetheir neighbourhood that was nearly devastated by arson, disinvestment,
neglect and redlining practices. Thecommunity also had aconcern that, given proximity to the
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business core, there was arisk of gentrification and therefore sought to protect the areafrom outside
speculators.

The strong organizing base of the DSNI has created aunique, resident-driven model of
planning. Thisisin stark contrast to the conventional path through which city government developsa
master plan before seeking community input. The DSNI isrecognized as an example of bottom-up
mobilizing that succeeded in getting attention from local and state government, local and national
foundations, and afederal government that has grown enamored with local self-help * best practices
[Fannie Mae 2000].

Thisneighbourhood and itsrenewal process are somewhat uniquein the proximity to the
vibrant core area, the large areas of vacant property and, most significantly, the success of the
community to secure control over thisvacant land very early in therevitalization process.

DSNI’smajor accomplishment has been, and continuesto be, organizing and empowering the
residents of the Dudley Street neighbourhood to create ashared vision of the neighbourhood and
bringittoreality by creating strategic partnershipswith individual sand organizationsin the private,
government and nonprofit sectors. Thisshared vision emerged from acommunity-wide process
conducted in 1987 that resulted in aresident-devel oped, comprehensiverevitalization plan. The
action includes plans around devel oping community pride (e.g., viacleanup of garbage on abandoned
sites), improving job skills of residents, housing counselling and new housing construction.

Theresidents group was able to devel op and implement a plan because they managed to gain
control over asignificant portion of the 1,300 parcels of abandoned land that had cometo
characterize the neighbourhood. They gained control by convincing the authoritiesin Boston'scity
government to take the unprecedented step of granting the community the power of eminent domain
(i.e., theright to expropriate). Residentsof Dudley thusacquired valuable assetsand a‘ place at the
table’ during any discussions around the devel opment of their community.

Theinitial 1987 comprehensive plan was updated in an urban village visioning processin
1996, involving more than 180 residents and organization representatives. Thisupdate reaffirmed
many elements of the 1987 plan, added important refinements and renewed the commitment to
creating an ‘urbanvillage.” From this process, amajor commitment was made in 1996 to enhance
economic power in the Dudley neighbourhood. The broad community support resultedin DSNI’s
plan being adopted by the City asthe official planfor the area.

DSNI worksto implement resident-driven planswith partnersincluding Community
Development Corporations (CDCs), other nonprofit organizationsand religiousinstitutions serving the
neighbourhood, banks, government agencies, businessesand foundations. Theinitiative hasgrown
into acollaborative effort of morethan 2,700 resident members, businesses, nonprofitsand religious
ingtitutions concerned with revitalizing this culturally diverse neighbourhood of 24,000 people and
maintaining its character and affordability.
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In establishing avision of an urban village, the DSNI was cognizant of the need to balancea
goal of attracting middle-income residents but without promoting large-scale gentrification. To
addressthis concern, they created acommunity land trust to hold properties acquired under their right
of eminent domain. The Trust providesland on a99-year lease and includesrestrictionson resale
prices. By late 2000, 170 of the 500 homes built belong to thetrust, therest are privately owned, but
withrestrictionsonresale. Theresultisfelt by community organizersto bethe‘right balance’ —
attractiveto commercial investment, revitalized but still affordable.

Both the DSNI and partner community organizations have accessed avariety of funding
sources. Initial startup and core support camefrom the Riley Foundation. The Ford Foundation
provided alow interest loan to purchase property under the eminent domain authority; CDBG funding
has supported avariety of housing rehabilitation and new construction activities, funded youth training
and employment programs, and assisted in the purchase and rehabilitation of afurniturefactory to
employ local residents.

Pittsburg-Manchester Neighbourhood Hope VI Revitalization *°

Thiscase study illustrates how the Mixed Finance HOPE V1 program, whichistargeted to
distressed public housing projects, was effectively utilized to transform avery low-income distressed
inner-city areaof Pittsburg, with broad impacts across the areaincluding nonpublic housing devel op-
ment. Distinct from Boston, but similar to Baltimore, Pittsburg hasfaced apersisting trendin
depopulation since 1950, which continued throughout the 1990s. Attracting people and business
investment back to the coreisakey challenge.

With apredominantly black population, the Manchester neighbourhood islocated just
northwest of the downtown core. Itisphysically cut off from other more vibrant downtown areas by
afreeway, which hasretarded new private investment. 1n 1990, the median income was 70 percent
that of the city and only 55 percent that of the metropolitan area. The unemployment rate was 16
percent compared to ametro average of 7.0 and more than one-fifth of residentslived below the
poverty line.

Thisparticular public housing project issomewhat different from many inthat it isascattered
devel opment with nine buildings distributed around the neighbourhood. Itisnot amonolithiclarge-
scale development like most distressed public housing devel opmentsthat are being transformed under
HOPE VI.

Because the housing project is scattered, it had a permeating impact acrossthe
neighbourhood. The public housing propertiesare of very poor urban design and stand out inthe
neighbourhood (bunker-like three-story walk-up apartments compared to predominantly two-storey
homes). Theninebuildingstotal 107 unitsof public housing with deep setbacks removing them from
the streetscape and the buildings break up the neighbourhood grid pattern. Their physical design,
combined with age and poor levels of maintenance, isolated the properties and the residentsfrom the
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larger community. Despitethisconcentrated poverty, therewasalack of social servicesand supports
to help mediate these problems.

Therevitalization through HUD focused on correcting the critical physical and socia impact of
the existing public housing presencein the areausing afour-part strategy: redesigning and rebuilding
public housing with good design; improved integration into and compatibility with other housinginthe
community; partnering with private organi zations and giving them astakein the redevel opment;
attracting middle-income householdsto livein the area; and framing theinitiativein acomprehensive
revitalization plan that included important public services.

Distinct from DSNI where leadership came from the community and earned the support of the
public officialsin Pittsburg, anewly elected mayor in 1994, with astrong background in community
organizing, wasinstrumental injumpstarting therevitalization. Running on aplatform that included
public housing renewal, the mayor ensured coordination and commitment across city departmentsand
agencies. A pre-existing residents council (mainly the nonpublic housing homeowners) was also akey
actor.

Initially identifying the public housing asamajor impedi ment to neighbourhood renewal
(i.e., public housing was seen asaprimary cause of the problem), the Manchester Citizens
Corporation (MCC) ultimately accepted the integration of new public housing aspart of their
strategic planfor revitalization. Their acceptance wasinfluenced by the significant level of funding
that could be secured through HOPE V1 to redevel op the existing blighted public housing and, at the
sametime, stimulate broader investment in more comprehensive revitalization beyond just the public
housing.

The redevel opment process has demolished the old public housing walk-up blocksand
replaced these with 120 row townhomes— 86 for rent and 34 for homeownership — dispersed across
the neighbourhood in small clusters. The new construction complementsthe neighbourhood’ sexisting
housing stock while reestablishing its historic street frontages. A private firm owns and managesthe
rental property with the Manchester Citizens Corporation also taking part in the ownership
governance structure. Supportive servicesare now availableto both public housing and general
Manchester residents, including life skillstraining and credit counselling courses, ayouth devel opment
center with after-school programming, acomputer center, and job training and scholarship programs.

Whilenot successful in securing agrant in the 1994 national competition for an Empowerment
Zone, the process of preparing agrant application wasimportant in crystallizing broad community and
resident participation around acollective vision for amixed income redevel opment. Subsequently, the
community submitted an application to the separate HOPE VI competition and, thistime, was
successful in securing agrant of $7.5million.

Still under way, the revitalization has drawn on anumber of funding sourcesto cover the
$34 million redevel opment budget. In additionto the $7.5 million HOPE V1 funding, additional
Public Housing Fundsfrom HUD provided $4.2 million. Thecity used part of itsformul a-based
allocation of Community Development Block Grants (CDBG) and HOME funding to allocateto this

The Caledon Institute of Social Policy 21



neighbourhood. Themgority of the fundswere, however, viaprivate equity investment —leveraged
by the Low Income Housing Tax Credit program, privately funded mortgagesfor the rental develop-
ments and homebuyer down payments and financing.

Theearly results suggest that the redevel opment i s having successin stemming blight and
physically renewing the areawhile retaining opportunitiesfor low-income residents— 95 percent of
former public housing residents have been re-housed within the neighbourhood. Economicindicators
reveal measurable employment inincomes, employment rent level sand house values— but not to the
point wherethe areaisbeing gentrified.

Summary Comments on Mechanics Illustrated in Case Sudies

Therecent revitalization experiencein the USrevolves around community-based and often
community-led initiatives responding to long-term manifestations of distressand decline. Most are
comprehensivein scope and draw on arange of funding programs operated at |ocal, state and national
leve.

In most cases, thereal extent of renewal is contained — the Sandtown-Winchester case
(encompassing an area of 72 blocks) isat thelarger end of the scale. Most initiatives are concen-
trated in smaller areaswith physical, usually manmade boundaries, such asfreeways.

Most of the major national funding sources—including Renewa Communitiesinitiative
(formerly EZ/EC), HOPE VI and LIHTC tend to operate on acompetitive basis, requiring detailed
community strategiesand broad support. Effectively, most citiesor neighbourhood planning units have
tended to undertake the devel opment of an overall strategy of neighbourhood renewal withinthe
framework of abroader long-term planning.

Compared to the UK, while comprehensive planning iswidely used inthe US, the explicit
practice of capturing planning gain to achieve public policy objectivesisnot asevidentintheUS
(i.e., ensuring that some portion of the devel opment rights created by public decisions, such as
increased zoning and devel opment approval, are directed to dwellings meeting affordable criteria). An
interesting case where this does occur, and acase that again displaysthe US penchant for creative
financing and adopting private market mechanisms, isthe use of tax increment financing (TIFs). This
approachismost prominent in Californiaand is premised on the notion that regeneration of an area
will revitalize the tax base and generate new tax revenues. Citiesare permitted to secure new debt
(usually toinvest in the areasrenewal) against the newfound increased tax revenues anticipated into
thefuture.

Distinct from the competitive bid programs, CDBG and HOME are entitlement programs,
allocated on aformulabasisto statesand usually directly to incorporated cities and then further
allocated based on locally devel oped plansand prioritiesfor revitalization —with decisions made by
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local officials. Whiletheallocation ispremised on an objective set of needs-based criteria, once
received the citiesreall ocating the funding are not restricted to only the lowest income neighbour-
hoods. Consequently, there has been some debate on therelative merits of allocating fundsacrossall
low-income areas versus concentrating investment in just afew.

Recent research [ Galster et al. 2004; Galster 2005,] has undertaken empirical analysisto
determine whether broad distribution versus concentrated investment isabetter strategy in terms of
stimulating and supporting meaningful revitalization.* Thetentative conclusion of theresearch, which
reviewed spending patterns and neighbourhood outcomes across 17 citiesin avariety of contexts, is
that more concentrated spending appearsto generate greater outcomesin neighbourhood conditions,
although these findings are mediated by other variables. The casesillustrate arange of partnerships—
local coordinating and planning entities, working with resident organizations, CDCs, city redevel op-
ment agencies, planning departments and, quite frequently inthe US, private sector partners.

Themajor funding programsexplicitly permit part of the funding to be all ocated to organiza-
tional community development. Increasingly, the scope of regeneration goeswell beyond just bricks
and mortar redevel opment to include arange of community devel opment, and social serviceand
economic development activities. Theserelationshipstend to evolve based on need and dynamics of
local situations—in most cases, the partnershipsthat have been formed have followed or evolved from
therenewal initiative, rather than being created in advance.

In many cases, the program funds (e.g., within HOPE VI or CDBG) are augmented with other
sourcesof public funding or with time-limited funding from foundations (usually related to specific
programming — such asayouth program employment skills). Because many neighbourhood revitali-
zationinitiativesinthe US are driven by community development, they are frequently integrated with
local economic development strategies—including job training and placement for local residentsas
well asinitiativesto draw new business and employment (e.g., viaEZ/EC Renewa Communities
Initiative). Tax credit mechanismsareafurther layer that hel psattract financing and private equity
investment.

Although not illustrated in the three case studies, a separate set of programming has sought to
provide opportunitiesfor residents of lower-income areasto rel ocate to neighbourhoods with better
connectionsto the labour market and other services, especially schools (see, for example, the Housing
Choice VVoucher Program, formerly Sec. 8, which essentially gives public housing tenantsthe option to
accept ashelter allowance voucher and relocate to anew neighbourhood rather than moving back into
redevel oped public housing).?

Resources for Renewal

Theoverviewsof renewal programsand illustrative cases have identified the primary sources
of public funding and support for renewal initiatives. In part because thissupport isincorporated into
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programming, but also asaresult of the extensive network of community development corporations
(CDCs) and intermediaries (local regional state and national), thereisasignificant focusand
investment on capacity building, development and nurturing of local community leaders, and building
human capital resources.

Concurrently, thereisactive participation (and, in some cases, leadership) from the private
financial servicessector, induced in part by requirements of the Community Reinvestment Act. Many
financia institutions have established community development subsidiariesthat have devel oped
expertise and sensitivity to nonprofit and community lending. Thisincludesthe devel opment of
specialized lending products and an extensive array of education and counselling infinancia literacy
and capacity. Inaddition, business|eaders are often active board members on foundations and
CDCs. Their increased awareness and understanding of housing and community renewal issues often
spillsover into the philanthropic activities of their corporations—rather than simply giving to charity,
theseleaderscarefully invest their contributions.

Thedirect and active engagement of the privatefinancial service sector hasresulted inagood
supply of financing and credit to support both housing development and other community devel opment
investment. In particular, thefacility to raisefinancing through bond issues (viacity or more often
State Housing Finance Agencies) enables community organizationsto access capital at relatively low
cost.3

Both the Low Income Housing Tax Credit (LIHTC) and the more recent New Markets Tax
Credit (NMTC) provide additional mechanismsto stimulate privateinvestment at relatively low cost to
the community organization (the cost isborne by government in the form of atax expenditure—tax
revenues not collected). Thereissome debate (especially inthe UK and Canada, which do not have
these vehicles) over therelative efficiency of this private tax-based system (and associated transaction
feesand costs) versusdirect public subsidy. While this approach has become mainstreaminthe US, it
isadistinctly different approach from that in the UK or Canada, which both tend to favour direct
publicinvestment. A tax expenditureisstill apublic subsidy —it simply reflectsadifferent way of
accounting.** Theresult, however, isasignificantly higher level of private equity investment and
private financing than isthe casein the UK or Canada.

In part, it isthe promotion of tax exempt financia vehiclesthat has engaged the financial
services sector in the US—theresulting deal s generate transaction feesfor the intermediaries (some of
which are private but many of which are nonprofit). Themajor national intermediarieshaveall
devel oped expertise as equity fund managers and managelarge volumes of tax credit investment. In
these cases, feerevenues arereinvested in the social purpose of theintermediaries.

Asillustrated in Pittsburg, the public-private leverageissignificant. Public funding accounted
for roughly 20 percent of thetotal investment cost of the estimated $34 million—aleverage of 5:1.
Currently, however, various public funding programs are vul nerable to constraints and reduced
budgets. The President’s new Strengthening America’'s Communities may reduce CDBG funding by
up to 40 percent. The HOPE VI budget isalso under scrutiny and may face acut.
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Conversely, the LIHTC hasreceived increased funding (tax exemption authority) whilethe
NMTC establishesanew tax expenditure envelope. But because these measures|everage private
equity investment, they tend to generate strong support from both corporate Americaand from
community and affordable housing advocates. Asaresult, the measures have proven to be more
resilient, surviving across and being expanded by three separate Administrations— Reagan, Clinton
and Bush.

Monitoring progress, judging success

The central characteristic of the USrevitalization systemisone of adiverse and arguably
fragmented set of programs. Although there have been periodic attemptsto consolidate programs
(e.g., Community Development Block Grant, HOME and, more recently, the Strengthening America’'s
Communities), additional programs have continued to spring up outside of the consolidated blocks. In
part, thisgrowth reflects the multidimensional nature of place-based issues.

The central characteristic of the USrevitalization systemisone of adiverse (and arguably
fragmented) set of programs, thereisno single mainstream revitalization or renewal program. While
the public housing focused HOPE V1 isrelatively comprehensivein scope, even herethelocal
regeneration initiativestend to tap into additional funding sources.

Accordingly, comprehensive eval uation and ongoing performance agreements at the
comprehensive scaleareelusive. That said, there are detailed and often onerous reporting
requirementswithin specific programsthat are usually part of comprehensiveinitiativesat thelocal
level.

Formal evaluation and assessment by oversight agencies— notably the Government A ccounting
Office (GAO), the Congressional Budget Office and the Office of Budget M anagement have been
undertaken to examineindividual program impactsand outcomes. Theweaknessisthat while
individual programs may be evaluated and objectives of public accountability addressed, the
synergistic impact of linked delivery within the more comprehensive framework are either overlooked
or double counted (asdifferent individual initiatives are ascribed credit for the broader outcomes).

A 1995 GAO report isone of thefew that undertook adetailed review of comprehensive
community development. |n commenting on the complexity and lack of coordination acrossfederal
departments and agencies, the report al so concluded that comprehensive approaches are moreviable
now (1995) than they werein the past because community organizations have gained experience and
aninfrastructure has evolved to provide funding and technical assistance. They aso commented that
revitalization effortsinvolvelong-term continuousinvestment and it isoften difficult in the short term to
evaluateresults.
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The GAO hasalso evaluated the option of increased concentrated investment of CDBG
funding, concluding that current targeting practices could be enhanced [ GAO 2005]. A number of
task forces and commissions have al so undertaken extensive review into both housing and community
development initiatives—the most recent being the Strengthening America's CommunitiesAdvisory
Committee (SACAC), already noted above.

Internally, HUD undertakes ongoing evaluation of afull array of programsand provides
oversight over the Public Housing and Redevel opment Authoritiesthat administer HUD funded
programs (as departments or agencies of local government). HUD has commissioned an interim
evaluation of the Impact of HOPE V1 although thelong-term effectsremain to berealized. Inan
independent evaluation, arecent study of eight HOPE V1 neighbourhoods [ Zielenbach 2002] found
increasesinincome, employment and education levels of residents of HOPE VI neighbourhoods
between 1990 and 2000, aswell asareduction in crime. However, the researcher was unableto
unambiguously attribute these outcomesto HOPE VI alone. Other factorsthat have influenced the
eight HOPE V1 case studiesinclude strong regional economies, development efforts of local
community groups, welfarereform and targeted infusions of city, state and other federal resources.

HUD also sponsored an evaluationin 2001 of the 71 Enterprise Zone/Enterprise Community
sitesfunded in 1994, including intensive study of six EZsand 12 ECs[Hebert 2001]. Theevaluation
found mixed outcomesin key program area. Although job growth wasreported infive of six zones
studied, inonly three of the six EZswereincreasesin employment correlated with specific EZ
programmatic activities. Business and workforce devel opment activities were widespread acrossthe
18 EZ/EC intensive study sites. Businessownersinthe EZ sitesreported that the climate for doing
businessin their zones had improved — although anumber of businesses al so reported that tax breaks
made no differenceto their hiring practices. In many of theintensive study sites, thelevel of resident
understanding of the zone mission and ongoing participation in the process declined over time,
reinforcing the need for active community organizationswith meaningful ongoing roles, beyond the
planning stage [Abt 2004].

In addition, serious academic analysis has scrutinized anumber of the programsand
approachestoward neighbourhood revitalization. Such research includesthat of Turbov and Piper
[2005] Galster et al. [2004] and Galster [2005], already referenced.

Oneareathat isnot extensively discussed in the literatureisthe extent to which planning and
social programming interact with and utilize transportation and infrastructureinvestment asan integral
part of the comprehensiverenewal plans. Thereis, however, some evidencethat thisisbeginning to
attract some policy attention —driven largely by the smart growth movement. Federal and state
legidlation and funding mechanisms have become moreflexiblein alowinglocal government to allocate
funding from road transportation to transit — reversing the historic funding bias that propelled suburban
growth (and contributed to inner city depopulation) through investment in freeways. Some states have
even begun to target direct spending and new investment to communitieswhereinfrastructureis
already in place[Katz 2005].
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Conclusions on the US Experience

From thisreview of the US experience and practice anumber of features can be highlighted.
Whilethereisno singlelarge-scale comprehensive regeneration/revitalization program, thereisan
array of funding vehiclesthat, in combination, provide support to locally designed comprehensive
renewal. Thisincludessomeomnibusfunding vehiclesthat provide block grantsand flexibility tolocal
cities’communities (CDBG and HOPE).

The US experience hasincluded direct grantsto community groupsaswell as conditional
block grant funding to states and municipalities (citieswhereincorporated and organized; stateswhere
ultimate recipient areas are not as capable—an interesting model of asymmetrical funding that could
berelevant to Canada).

While seemingly under continuousthreat of budget reductions, there has been aremarkable
resiliency in afew of the key federal programs— CDBG has been in place for more than 30 years,
LIHTC amost 20 yearsand HOPE V1 for 11 years. Within all three there have been program
refinements, usually based on lessons |earned and intended to enhance outcomes (or remove
impediments). Augmented by other shorter-term programming, this continuous source of both funding
and programs support has been acritical factor in sustaining growth of community leadership, capacity
and expertise.

In addition, the approach of allocating funding in conditional programsor block grantsto
statesand, more often, directly to citieshas hel ped create and strengthen local delivery and
administration capacity. Most mid-large US cities have housing and redevel opment departments or
agencieseither integrated with or a ongside planning departments. The functions of these departments
are much broader than land use planning —it includes programming and funding (resourced with
federal and in most cases also Statetransfers). Thus, thereisastrong capacity to design and deliver
comprehensive neighbourhood renewal strategiesin collaboration with well organized and reasonably
resourced community partners.

Thevoluntary sector and itsformal structures, foundationsand intermediarieshavereinforced
public funding and support. In particular, thissector has played a significant role with ongoing
investment in building, supporting and mobilizing local capacity and community leadership.

The challenges of community regeneration in the US span both weak markets (still declining
central cities) along with those well on theway to recovery with renewed interestinlivingin core
areas. Different strategiesare necessary to operate in weak versus strong markets—which also exist
in Canada.
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Possible Lessons for Canada

The US experience suggeststhat there aretwo critical elementsfor effective regeneration/
revitalization— strong community leadership and capacity, and sufficient resourcing (funding) to
achieve measurable progress.

First, strong | eadership and sustained capacity within resident and community organizationsisa
prerequisite to both planning and implementation. In some communities, leadership emergesinthe
face of acrisisand frustration with lack of action (i.e., areactive stimulus). In other cases, acrisisor
other trigger event may not have occurred, but indicators suggest that a neighbourhood isin decline.
Inthese latter cases, apreventive approach isrequired to identify and correct the path of decline
before the neighbourhood falls off the edge (arguably, thisismoretypical of the Canadian situation).
Preventive and proactive (versusreactive) approachesrequire leadership, making it necessary to
identify community membersthat can recognize and raise concerns about the direction of decline and
build aconsensus on how to reversethistrend.

While strong community participation and capacity are prerequisites, participants are often
frustrated by lack of accessto resources. |n many cases, an array of programs may already exist and
the effectiveness of delivery and, moreimportantly, their impact can be enhanced by careful integration
and coordination. Someformal consolidation of stand-alone programming may be useful (e.g., the
CDBG and HOME approach).

Dedicated funding can be effectivein kickstarting local revitalization, but there must bea
critical mass of funding support and along-term commitment to ensure that the slow process of
change can gradually evolve with continuous support. The US experience demonstratesthat while
decline can be precipitous, recovery isalong, slow process, requiring patient investment.

Inthe US, community devel opment corporations (CDCs) have been animportant and effective
vehiclethrough which focusrevitalization funding and efforts. Canadahasnot created aparallel form
of community infrastructure. In many cities, nonprofit housing agenciesare not well connected to nor
working do they work in collaboration with the array of community support, service and advocacy
agencies. Entitieswith comprehensiveroleslikethe CDCsexistinonly afew communitiesin Canada.
Better integration can help to build stronger community entities and enginesfor proactive change.

The US experience and some recent research on theimportance of acritical threshold of
investment generate adifficult policy dilemma. It hasbeen suggested that therewill alwaysbea
shortage of funding and thus some mechanismsarerequired to allocate resources. Many policy
anaystsand officials may be tempted by the apparent fairness of aworst first approach. But evidence
suggeststhat, in some cases, thisissimply amatter of throwing good money after bad —a bottomless
pit of spending. Thereisaneed for more strategic and selectiveinvestment. Thisinvestment would
focuson areaswith agreater chance of success, with theintent of gradually edging into areas of
greater challenge and countenancing some degree of triage, at least in the short term.
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Asgovernments moveincreasingly to embrace performance goals and outcome measurements
asmainstream practices, thereisarisk that comprehensivelong-term processes will be undermined by
short-term sectoral or departmental goals. If intersectoral and even intergovernmental funding and
programsareto be linked, new mechani smsto measure outcomesin amore comprehensive manner
also need to be designed.

TheUSand other countries, likethe UK and Australia, enjoy thereflectiveinsight and
constructive analysis of an array of independent and academic research bodies. Canadalacksthis
capacity inthe areaof urban and neighbourhood analysis. Most policy development and evaluationin
Canadaareinternal to government and not transparent. Canadaneedsto rebuilditsanalytical
capacity and anetwork of applied research entities, especially within the academic community. Such
activity buildsimproved knowledge and understanding, and hel psto inform the policy and program
design process.

TheAction for Neighbourhood Change approach —with a partnership of government and
community activistsworking in an active research approach —is an excellent step toward improving
thisanalytic capacity. Related to theissue of research and analytic capacity, Canadaneedsto review
itsexisting statistical capacity to ensurethat data are collected on an appropriate frequency and scale
to enableanalysis of neighbourhood issues. Theavailability of geographicinformation systems (GIS)
and expertiseisan important technology and approach, and can be harnessed to sharpen our
collectiveinsight into which neighbourhoods are at risk, the spatial impact of existing programming,
and how targeting and strategi c threshold investment can be consolidated and monitored.

Whilethis paper focuses primarily onfederal programsand initiatives, it hasnoted the active
and increasing roles of local and statelevel initiatives. In part, thisisaresult of the form of investment
that thefederal programs have used —conditional block grant funding to localities (sometimes
community groups, other timesmunicipal corporations). Recent communitiesthen had aresponsibility
to design and manage delivery of programming at thelocal level. Thisapproach helped to build
expertise at the state and local level to the point where these empowered entities are taking greater
responsi bility and adding their own resources and programming. Federal investment can beacriticaly
important lever in nurturing increased capacity at both the state (provincial) and local level —provided
that the funding and program rules are permissive rather than prescriptive.

Endnotes

1. A recent report by NeighborWorks America examines this issue and best practices in managing the process of
gentrification for more balanced inclusive outcomes: Managing Neighborhood Change: Best Practices for
Communities Undergoing Gentrification, April 20, 2005.

2. Another feature of the 1974 | egislation was the creation of Urban Devel opment Assistance Grants (UDAGS),
which also provided funding to local corporations for developing revitalization strategies.

The Caledon Institute of Social Policy 29



3. For amore detailed discussion on the creation and evolution of the intermediary network in the US, see
Y. Thomas Liou and Robert Stroh in Housing Policy Debate 9(3): 575-594, 1998 (available online at
http: //www.fanniemaefoundation.org/programs/hpd.shtml).

4. Renewal Communities, Empowerment Zones and Enterprise Communities use HUD’s I nternet-based
performance measurement system (PERMS) to document their development activities and use of funding. RC/EZ/
ECs create implementation plans to document individual development activities. They report their progressyearly
in comprehensive annual reports. Annual reports contain all implementation plans and narratives on different
aspects of development. Details on plans and results across designated communities are available on the HUD
website: http://www5.hud.gov/urban/perms/per ms.asp

5. HOPE VI isso named asit the sixth in a series of housing programs implemented by HUD, beginning in the
1990s. Whilethefirst version of HOPE was titled based on the acronym for Home Ownership for People
Everywhere, subsequent versions have expanded beyond affordable homeownership. HOPE 1-3 are now inactive.

6. Part of thisinefficiency isasystem of complicated financing that has evolved in the US. CDCs and other
affordable housing developers must often bundle a dozen or more separate sources of financing. Failureto
finalize one source can cause deals to unravel and sometimes leads to delays and a frustrating process.

7. There are several good books filled with other case studies to which the interested reader might wish to refer:
Keating, Krumholz and Star eds. Revitalizing Urban Neighborhoods, University Press of Kansas 1996; Keating
and Krumholz eds. Rebuilding Urban Neighborhoods. Sage, 1999; Bright, Reviving America’s Forgotten

Nei ghbor hoods, Garland Publishers, 2000.

8. Information for this case study isdrawn in part from an earlier case study in Lampert and Pomeroy, 1998; Cohen
and James 2001; and the Enterprise Foundation Website.

9. Information for this case study is drawn from the more detailed case study prepared for the Brookings
Institution Metropolitan Policy Program by Turbov and Piper (2005).

10. Information from GOA 1995; Fannie Mae Building Blocks Winter 2000 Vol. 1:2; DSNI Website:
http: //www.dsni.org

11. Thereis, however, some debate on what type and scale of housing assistance enables revitalization versus
exacerbates decline. Zielenbach and Minoff (2005) has noted that programs that were intended to deconcentrate
poverty by providing housing choice vouchers can, in fact, increase concentration as program rent maximum tend
to drive beneficiaries to neighbourhoods where a stock of lower rent housing exists — areas which already have a
disproportionate concentration of disadvantaged households.

12. For adiscussion of this approach see Turner, M. (2003). Srengths and Weaknesses of the Housing Voucher
Program.

13. State Housing Finance Agencies exist in all states and provide a centralized bond issuing service on behalf of
citiesand localities as a way to raise capital for various programs. They are authorized to issue both tax-exempt
bonds (interest earnings not taxable, so investors will accept alower coupon yield) and general obligation bonds
(interest istaxable).

14. Critics of tax credit/expenditure programs argue that thisis aless transparent and thus a less accountable form
of public subsidy. It is off budget and not subject to the same scrutiny as a direct spending program. Such a
criticismislessvalid in the US budgetary context where there are extensive requirements for disclosure, detailed
public reporting of tax expenditures and an explicit tax credit allocation formula, which is actively managed.
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