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Foreword

Many of the nation’s cities and states have some neighborhoods where market forces are not working to sustain the
neighborhood, and the physical infrastructure is deteriorating or obsolete. An infusion of development funding can
be an important first step in the revitalization process in these neighborhoods. The revitalization of American
communities and the expansion of the supply of affordable housing for low- and moderate-income families are at
the very core of the U.S. Department of Housing and Urban Development’s (HUD’s) mission. The two policy objec-
tives are related, and HUD has found that housing development can be a critical component, if not the catalyst, for
neighborhood revitalization efforts.

HUD administers numerous successful programs that are designed, in part, on the premise that large-scale housing
development can spur community reinvestment, and contribute to neighborhood revitalization. The most notable
of these programs are the HOPE VI program and the Homeownership Zone (HOZ) initiative. With these programs,
HUD provided funding to develop large-scale, concentrated, mixed-income homeownership opportunities, with the
hope of spurring neighborhood revitalization, among other goals. The successes and struggles of these initiatives
provide important lessons for others with this revitalization goal.

Many participating jurisdictions that receive HUD funding through the HOME Investment Partnerships Program seek
to use that funding for neighborhood revitalization. This publication, HOME and Neighborhoods: A Guide to
Comprebensive Revitalization Techniques, is a technical assistance resource that explores how HOME affordable
housing funds can support and/or spur neighborhood reinvestment. HOME and Neighborboods is based principally
on the lessons of the HOZ communities, and it highlights the issues that HOME PJs must consider when they seek
to use HOME funds to revitalize neighborhoods.
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Introduction

Purpose of the Model

HOME and Neighborhoods: A Guide to Comprebensive
Revitalization Techniques explores ways that HOME
participating jurisdictions (PJs) can use HOME funds to
meet local community revitalization goals and high-
lights the issues that HOME PJs must consider when
planning for such use. The guide explains why home-
ownership development is a stabilizing force in a
neighborhood and reviews the types of planning,
design, and marketing issues that will need to be
addressed to successfully develop housing in a deterio-
rated or declining neighborhood. In addition to issues
related specifically to the housing itself, the guide high-
lights the importance of addressing the myriad of other
issues that will have a direct impact on the success of
the neighborhood: how to assess whether or not local
infrastructure can support the development, how to
create a healthy commercial environment, and how to
work with other public service providers to reduce
crime, improve education, and create recreational
opportunities for residents.

Housing development alone will create housing
units—to revitalize a community will require efforts to
address all aspects of community life. Housing devel-
opment can be an important first step in a neighbor-
hood revitalization program. HOME and
Neighborhoods explores how PJs can make wise
housing investments with their HOME funding when
they choose to invest in areas that need to be revital-
ized. The model draws heavily on the lessons learned
from the implementation of HUD’s Homeownership
Zone (HOZ) initiative. It provides guidance on how to
think about housing investments in the context of
other neighborhood challenges that impact the health
of the community-—commercial development, infra-
structure, and service needs. Although HOME funds
cannot be used to address these needs, these areas will
have an impact on the sustainability of HOME-funded
housing. PJs who are serious about neighborhood
revitalization will need to consider these related issues
when developing a comprehensive approach to neigh-
borhood revitalization.

Who Will Benefit from
Reading this Guide?

HOME and Neighborhoods is written for HOME PJs
and their housing development partners who have, or
are considering, investing HOME funds in a neighbor-
hood that is declining and decaying.

How is the Guide
Organized?

The first chapter of HOME and Neighborhoods
provides an overview about how housing development
can contribute to neighborhood revitalization, defines
a healthy and declining neighborhood, and summa-
rizes the background of the HOZ initiative and the
HOME Program. Chapter 2 describes the importance
of undertaking a comprehensive approach to neighbor-
hood revitalization and lays out the key steps to
conducting a revitalization plan.

Chapter 3 looks at how housing development can spur
redevelopment efforts, and identifies the types of plan-
ning and design issues that impact on successful
homeownership housing. Chapter 4 reviews how
HOME funds can be used to promote neighborhood
revitalization efforts, and identifies other funding
sources that can support housing activities. Chapters
5, 6, and 7 explore those systems in the urban environ-
ment that will impact heavily on a neighborhoods’
health and stability—infrastructure, commercial devel-
opment and activity, and integration of services (police,
schools, recreation, and social services). These chap-
ters explore why a HOME participating jurisdiction
must address these systems in a revitalization plan and
explores the types of issues a PJ is likely to encounter
as it strives to incorporate these areas into its plan.
Resources on how to tackle typical challenges in these
areas are also identified. The model program guide
concludes with Chapter 8, which summarizes the key
lessons of the publication.



About the Model Program

Guides

HOME and Neighborhoods is one of a series of model
program guides published by the Office of Affordable
Housing Programs of the U.S. Department of Housing
and Urban Development. The model program guide
series provides technical assistance and guidance on
HOME Program implementation to participating juris-
dictions. Model program guides are available to the
public at no cost. For more information about the
model program guides, see the Office of Affordable
Housing Programs’ online library at
bttp://www.bud.gov/offices/cpd/affordablebousing/
library/modelguides/index.cfm.
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Chapter 1:

Developing a Comprebensive Revitalization Plan:

An QOverview

Chapter 1 provides an overview on how housing development can be used to contribute to neighborbhood
revitalization. This chapter describes bealthy and declining neighborboods and explains why a revitaliza-
tion program must be comprebensive. It provides relevant background on the Homeownership Zone
(HOZ) initiative and the HOME Program, and explains hbow HOME participating jurisdictions can use
HOME funds to fashion revitalization programs based on the HOZ model.

Defining Neighborhood
Health

The ultimate goal of any neighborhood revitalization
effort is to create a viable and sustainable community
in a place where one does not currently exist.

What is a Healthy Community?

There is no specific formula for community health, but
it is generally understood that a healthy community is
one where people want to be—to live, to work, to
spend time. Residents of a healthy community main-
tain and invest in their homes and take care of their
yards. Businesses located in healthy communities are
open, attract customers, and earn profits. Open space
in healthy communities is used by residents and visi-
tors, is well-landscaped and maintained, and is
perceived to be a safe and welcome place.

Healthy communities, in essence, have a dynamic
system of sound residential and commercial develop-
ment, supported by accessible transit, working infra-
structure, open space, recreational activities, social
services, and a sense of safety.

What is a Declining
Neighborbood?

Declining neighborhoods do not have a functioning
neighborhood system. Generally, people do not want
to live in declining neighborhoods. A declining neigh-
borhood can be characterized as a developed neigh-
borhood whose original development is in significant
physical disrepair or is functionally obsolete. Often,
capital investment to the neighborhood has ceased or
dwindled so that the neighborhood is at-risk economi-
cally and socially. In addition to the decline of the

physical infrastructure in these neighborhoods, the
community may be experiencing problems with crime
and drug abuse; aging housing stock; housing or retail
vacancies; and inadequate, insufficient, or poor quality
service delivery. The community may also be isolated
from jobs, transit, and the city center. The private
sector is unlikely to initiate redevelopment activities
independent of the public sector, and government
incentives will need to be created to encourage private
sector involvement in the revitalization efforts.

Why Must Revitalization Be
Comprebensive?

Revitalization of a declining neighborhood must be
done in a comprehensive way because neighborhoods
operate holistically. Bringing people to a community
to live, work, or spend leisure time requires a working
neighborhood system. Decent, desirable housing
might attract the attention of homebuyers, but without
sound schools, safe streets, and accessibility to work
places, shopping centers, recreational facilities and
social services (by foot or other form of transit), home-
buyers will seek alternatives. Likewise, businesses
might be attracted to a newly rehabilitated and well-
landscaped commercial district, but without a nearby
neighborhood of residents to serve as regular
customers, fancy storefronts alone will not be suffi-
cient to attract stable and growing businesses.

The Homeownership Zone
Model

HUD’s Homeownership Zone initiative, currently being
undertaken in eleven cities around the country, is a
model program that demonstrates how the large-scale
development of mixed-income homeownership



housing can stimulate private investment in declining
neighborhoods. This strategy relies on a concentration
of resources in well-defined target areas, and compre-
hensive planning that identifies the community’s needs
well beyond its need for affordable housing. The
strategy also relies heavily on the use of good design to
create attractive, desirable, and safe communities.

Background on the
Homeownership Zone Initiative

HUD’s Homeownership Zone initiative was developed
in the mid-1990s as part of the President’s National
Homeownership Strategy. This strategy was designed
to increase the level of homeownership across the
country, with a particular focus on increasing afford-
able homeownership for underserved groups.

The Homeownership Zone initiative built on what
some cities were already doing on their own: using
existing Federal, state, local, and private resources in a
concentrated way to create homeownership opportuni-
ties in inner-city or inner-ring suburban neighbor-
hoods. By concentrating homeownership development
in targeted areas and using a comprehensive approach
to neighborhood revitalization, these cities were
rebuilding impoverished and neglected neighborhoods
and demonstrating that affordable, and livable single
family homeownership could stimulate business and
private investment. Successful HOZs have found that
homeownership housing development is but one step
in a process that ultimately involves many partners to
address a wide range of needs in their communities.

Homeownership Zones use the “big bang” approach to
development rather than the “evolutionary” approach.
The evolutionary approach retains the character of the
community, but seeks to address problem spots. The
benefit of this approach is that it is not disruptive to
the community and does not require a concentration
of resources. The disadvantage is that its impact is not
as immediately visible. It can be hard to change the
public perception of an area when improvements are
scattered. The big bang approach results in radical
changes to a community. Substantial resources and
energy are targeted to an area to create a new, positive
identify for the community. This approach can be
disruptive, but it can quickly change the public’s
perception about the future of that community.

The HOZ Cities

HUD has funded two Homeownership Zone competi-
tions—one in 1996 and one in 1997. Six cities were
selected in each round. At this writing, eleven cities
are actively implementing their Homeownership Zone
strategies: Baltimore, Maryland; Buffalo, New York;
Cleveland, Ohio; Louisville, Kentucky; Philadelphia,
Pennsylvania; Sacramento, California; Flint, Michigan;
Indianapolis, Indiana; Trenton, New Jersey; New York
City, New York; and San Juan, Puerto Rico. By
providing Federal grants as seed money, HUD envi-
sioned that these communities would be able to
develop entire, new neighborhoods of mixed-income
homeowners. To achieve this goal, HUD required
grantees to implement comprehensive strategies and
encouraged grantees to use “New Urbanism” design
principles by providing for a pedestrian-friendly envi-
ronment; nearby shopping, services, and community
centers; easy access to jobs and mass transit; and a
greater variety of housing types.

Twelve Design Principles of
Homeownership Zone Design

In designing a Homeownership Zone (HOZ) neighbor-
hood, the underlying concept is to view the neighbor-
hood as a coherent unit that creates a sense of
community and instills residents with pride. Housing
should be integrated with nearby shopping, services,
schools, parks, recreation and civic centers, and in
some cases jobs and businesses.

HUD developed twelve principles for communities to
consider when designing a Homeownership Zone.

1. The neighborhood, not individual projects, should
be the essential increment of development and
redevelopment. Neighborhoods should be
compact, pedestrian-friendly, and mixed-use,
forming identifiable areas that foster community
spirit and a strong “sense of place.”

2. Shopping, recreation, and other daily living activi-
ties should be located within walking distance of
residences, allowing independence to those who
do not drive. An interconnected network of
streets should be designed to encourage walking
and reduce the number and length of automobile
trips.



3. There should be a range of housing types and
prices to allow for a diverse population with
different ages, incomes, and races.

4. Building density and zoning ordinances should be
developed or revised to allow for public and
private uses to be within walking distances and for
public transportation to be a viable alternative to
allow for easy access to jobs and businesses.

5. Civic, recreational, and commercial activities
should be embedded in neighborhoods, not sepa-
rated in remote, single-use complexes. Small
parks and community space should be easily
accessible throughout the neighborhood.

6. Physical design of buildings, streets, and infrastruc-
ture, and the design of landscaping should facili-
tate the sharing of streets and public space. Front
porches, sidewalks, off-street parking, intercon-
nected streets, and village greens are some of the
ways this can be achieved.

7. The architecture of individual buildings should be
seamlessly linked to their surroundings.
Architectural styles may differ, but the scale and
density should be compatible. Apartments and
multi-unit cooperatives or condominiums can be
given house-like forms to fit into the homeowner-
ship character of the neighborhood.

8. The design of streets and buildings should create
and reinforce a safe and secure environment, but
without jeopardizing access and openness.

9. Building and street design must sufficiently accom-
modate automobiles, but not at the expense of
pedestrians, bicycles, and other forms of private or
public transportation.

10. Streets and public squares should be safe, comfort-
able, and attractive to pedestrians. Spaces for
sitting and relaxing encourages neighbors to get to
know each other and enables residents to take
pride in their community.

11. Architecture and landscaping should reflect the
local climate, topography, history, and building
practices of the area. Shade trees and other
design methods can act as natural cooling
methods in the summer, while appropriate
window placement and materials can result in
passive solar heating during winter months.

12. Historic buildings, districts, and landscapes should
be preserved and rehabilitated to maintain the

character of the neighborhood. Incorporating
new construction and historic renovation can
create a link from the past to the future and signal
a new era for the community.

Resources that Support the
HOZs

The Homeownership Zone approach can be under-
taken by participating jurisdictions using available
Federal, state, and local funding sources The HOME
Program is a key resource for jurisdictions interested
in developing an HOZ-type strategy for revitalization.
Over 600 jurisdictions nationwide receive an annual
HOME allocation. The flexibility of HOME allows
these jurisdictions to use HOME funds in creative and
unique ways to implement local neighborhood revital-
ization strategies. The American Dream Downpayment
Assistance Initiative (ADDI) also offers communities an
opportunity to target assistance for first-time home-
buyers within neighborhood revitalization areas.

Other HUD programs that can be used are the
Community Development Block Grant program
(CDBG) and the Section 108 Loan Guarantee program.

The HOME Program

Background on the HOME
Program

The U.S. Congress established the HOME Program in
1990 in order to increase the supply of affordable
housing throughout the nation. Since the passage of
the Cranston-Gonzalez National Affordable Housing
Act of 1990, HOME has helped hundreds of communi-
ties expand the supply of decent, affordable housing
for low- and very low-income families. Over 450,000
affordable housing units have been acquired,
constructed, or rehabilitated, and nearly 84,000
tenants have received direct rental assistance, all
through HOME.

HOME funds are distributed to states, local jurisdic-
tions, and consortia of local jurisdictions (collectively
known as “PJs”) that qualify based on a formula alloca-
tion. Jurisdictions can choose to either decline or
accept the invitation to participate in the HOME
Program. Those jurisdictions that intend to participate
in the HOME Program must prepare a Consolidated
Plan containing specific information on how they will



use their HOME allocation, and other Community
Planning and Development funds they may receive.
The Consolidated Plan is subject to HUD approval and
is the foundation on which all of a jurisdiction’s afford-
able housing efforts are built. It is a key planning tool
through which neighborhood revitalization efforts can
be identified and planned.

HOME Housing Activities that
Support Revitalization

PJs have a great deal of flexibility in designing HOME
program activities to meet local needs and priorities
within certain statutory and regulatory requirements.
The primary requirement is that HOME funds must be
used to expand the supply of affordable housing for
low- and very low-income households. PJs may use
their HOME funds to help renters, new homebuyers,
or existing homeowners. Assistance can be provided
for many different types of housing activities, such as
acquisition, rehabilitation, new construction, or tenant
based rental assistance. Assistance can also be
provided in many different forms, including grants,
low-interest loans, deferred payment loans, or loan
guarantees. With the number of choices PJs must
make when investing HOME funds, PJs can, and must,
think strategically about the best way to invest HOME
funds to meet the complex neighborhood revitalization
needs of declining neighborhoods.

Homeownership development is typically considered
one of the most effective ways to contribute to neigh-
borhood stabilization, because homeowners have a
vested interest in the future of the neighborhood, and
they act in ways to secure and improve that future.
Other housing activities, when undertaken strategically,
and in combination with homeownership, can also
contribute to the redevelopment effort. HOME PJs can
choose to undertake many of these housing activities
with HOME funds. Concentrating housing resources
can increase the impact of physical improvements, and
the perception of change in the neighborhood. For
example, a PJ can offer a rehabilitation program to
owners of existing rental properties, or existing home-
owners, that targets smaller blighting influences in the
neighborhood. A large-scale rental rehabilitation
program might make sense for a neighborhood that
has numerous abandoned properties that present a
significant blight to the neighborhood, and attract

criminal activity. In addition to the visible benefits in
the form of blight removal, targeting resources, partic-
ularly to assist homeowners in the neighborhood, can
have the added benefit of generating community
support. Chapter 4, “Using HOME Funds and Other
Funds for Neighborhood Revitalization,” explores the
use of HOME funds for a number of different activities,
with particular emphasis on large-scale homeowner-
ship development.

Although it is not typically undertaken at great scale,
self-help housing may have a place in a revitalization
program as well. The basic concept of self-help
housing is the use of “sweat equity”. The homebuyers,
or volunteers, provide labor to build the housing
which reduces the cost of the homes. An additional
benefit is that participants in sweat equity programs
often bring a strong commitment to homeownership.
Probably the best-known practitioner of this concept is
Habitat for Humanity. HUD’s Self Help Housing
Opportunity Program (SHOP) also provides funds for
nonprofit organizations to purchase home sites and
develop or improve the infrastructure needed to set
the stage for sweat equity and volunteer-based home-
ownership programs for low-income families.

Using HOME for Housing
Development

Comprehensive revitalization requires a multi-faceted
approach that addresses the needs of residents and
businesses. Revitalization may take many years, so in
the early stages of the process, it is helpful to create a
pool of stakeholders who will be committed and perse-
vere throughout. Using HOME to develop a certain
scale of development, in particular concentrated
homeownership housing modeled after the HOZ,
provides such an opportunity.

The following chapters demonstrate how this can be
done, what PJs must consider as they undertake such
and approach, and what non-housing elements of a
community must be addressed as part of the initiative.
Throughout the guide, references are made to the
lessons of the HOZs. These “lessons” are drawn from
informal discussions with staff of HOZs, as well as
discussions with HUD staff and discussions at confer-
ences held for the HOZ cities.



Chapter 2:

Envisioning a Healthy Neighborbood: The Planning Process

Planning is the process through which a vision for the community is created and articulated. As such,
good planning is the starting point for any effective neighborhood revitalization strategy. This chapter
explains why planning is an important first step to transform declining neighborboods into healthy ones.
It describes each of the key steps and identifies the decisions that are made at each step. This chapter
describes the lessons that can be learned from the principles of modern urban planning models, and why
and how good design should be incorporated into the planning process. Several examples are provided
throughout the chapter to demonstrate how good planning bas benefited community revitalization efforts

nationally.

Successful Revitalization
Starts with a
Comprehensive Plan

What is a Plan?

Addressing the neighborhood as a system can be
complicated, so good planning is essential. The plan-
ning process is the vehicle to help a community eval-
uate its existing health, and identify steps to become a
more healthy community. The comprehensive plan-
ning process looks at all elements that comprise the
neighborhood—how the land is used and zoned
(transportation, housing, commercial, industrial, and
institutional uses) and how the needs of residents and
potential residents can be met—that is, the design of
the community, along with the delivery of services
(commercial, social services, recreational facilities,
education, and law enforcement). The planning
process involves data collection, a review of existing
conditions, and structured dialogue with the commu-
nity’s stakeholders in order to develop a vision for the
community in the future. Good planning also
considers the future sustainability of the community.

Why is Planning Important?

Many communities are familiar with the mistakes and
failed initiatives that result from the lack of planning:
the project that is designed, but never built; the
building that is built, but fails to attract occupants; the
playground that is home to only drug abusers. These
failed initiatives cost communities time and money—
resources that few public agencies can afford to waste.
Even more damaging, however, is that these failed
initiatives often hamper a public agency’s future proj-

Pontiac Uses Planning Process to Guide
Decisions

The City of Pontiac, Michigan has a master plan-
ning process that it follows for making decisions
about housing investments in two of its low-
income neighborhoods. Each of the two neigh-
borhoods has an established community housing
development organization (CHDO) with whom the
city works, and each area has a city-approved
master plan in place. The plan identifies target
areas and includes a general development
schedule for projects. Each year, the city and
CHDOs work together to identify specific sites for
development. Some of the sites are city-owned,
but others are acquired using CDBG funds. CDBG
is also used for infrastructure improvements. The
city provides HOME funding to the organizations
for new construction of units to be sold to low-
income homebuyers. The HOME funds are
provided as a construction loan. Upon construc-
tion completion, a soft second loan is transferred
to the new buyer to lower the cost of the unit
from the sales price to the amount for which the
buyer qualifies from a private lender.

ects and initiatives because they result in a lack of
confidence by the public whom they serve.

The lack of comprehensive planning has also led to
low-density, “sprawl” development. Many planners
and developers have argued in the past decade that
this type of development, often found in suburban
areas, has degraded the quality of life with traffic
congestion, loss of open space, adverse environmental
impacts, and a lack of community cohesion.



The planning process can be daunting and requires a
commitment of human and financial resources. Yet
through the planning process, stakeholders come to a
general agreement about the community’s future
development and service delivery options. The bene-
fits of this planning usually far outweigh the hardships.
Benefits vary by community, but most communities
that undertake successful planning efforts are able to:

* Bring together the stakeholders to create a
common vision. The process of developing a
plan involves many participants, and provides a
clearly defined framework in which to bring
people together in a coordinated effort. This
process creates an opportunity for securing
representation and input from the community’s
stakeholders. Many communities also find that
the planning process creates an opportunity for
coalition building among persons or entities
where there may have been a lack of communi-
cation in the past. The result of this process is
often a community-wide commitment to imple-
mentation of the plan.

Develop leadership within the community.
The planning process involves numerous meet-
ings and public forums. These occasions
provide a method for involving and developing
additional leadership within the community.

¢ Develop shared mission and goals. Once a
plan is adopted, a community often has gener-
ated a sense of shared mission and goals among
its key stakeholders. This common perspective
on the current issues and future needs of an area
is critical for the community to achieve the
desired outcomes in the most effective and effi-
cient way possible.

* Create a road map for future decision-
making. An effective plan includes direction on
priorities and resources for future development
opportunities. Even where the plan will involve
large-scale redevelopment, it is virtually impos-
sible to do everything and fix everything at once.
The planning process involves priority setting to
accomplish incremental or staged goals.
Completing the planning process will help the
community to identify resources and define its
priority activities.

For more information about planning

The American Planning Association is a nonprofit public
interest and research organization committed to urban,
suburban, regional, and rural planning. Its wealth of
resources on urban planning and redevelopment can be
accessed online at www.planning.org.

Appendix 2, “Summary of Key Neighborhood Planning
Concepts,” identifies other organizations and resources
that focus on current planning models for Traditional
Neighborhood Development, New Urbanism, Smart
Growth, and Transit Oriented Development.

Creating a Roadmap for
Success: Key Steps in the
Planning Process

In some ways, the planning process is as important as
the actual written product(s) that results from the
process. It is through the planning process that a
community’s stakeholders debate and decide what the
community is, and more importantly, what it can
become. Though each community’s process will be
unique, there are some common steps that are gener-
ally followed. These steps include:

* Step 1: Select the target neighborhood,;
* Step 2: Plan for public involvement;
* Step 3: Assess existing conditions;

* Step 4: Identify assets, opportunities, and
challenges in the neighborhood;

* Step 5: Develop a vision for the future;
e Step 6: Develop an action plan;
* Step 7: Implement projects; and

* Step 8: Measure progress, and adjust the plan.

As the planning process is developed, PJs should
consult state and local laws related to redevelopment,
to ascertain whether or not there are steps in the plan-
ning process that are mandated by law. States and
some localities regulate how redevelopment is carried
out, or how specific related activities must be under-
taken, such as eminent domain, acquisition and dispo-
sition of public property, code enforcement, and
zoning. These laws should be revisited throughout the
planning process, and necessary adjustments should
be made to the process as plans are refined and deci-
sions are made to undertake regulated activities.



Step 1: Select the Target
Neighborbood

As the first and most important step in the neighbor-
hood revitalization planning process, the PJ' must
identify the area that will be the focus of the planning
and revitalization effort. This decision can be difficult.
It will impact the use and availability of human and
financial resources for the jurisdiction. This is likely to
have potential political ramifications, as it may raise a
myriad of other issues related to the availability of
funds and the provision of services. Choosing to
concentrate resources in one neighborhood, or a
limited number of neighborhoods, can be a difficult
decision because there are usually competing opportu-
nities that will not be realized as a result of this
concentrated investment of resources. However,
comprehensive revitalization may be the only feasible
option to turn around a declining neighborhood.
Securing the support of the PJ’s leadership will be crit-
ical to making this difficult choice.

The process of selecting a target neighborhood varies
jurisdiction by jurisdiction. The community may
choose to conduct a process by which the entire
community (or some portion of it) is studied and the
area determined based on a set of pre-established
criteria (e.g., highest number of vacant buildings,
lowest homeownership rate, etc.). Typically, however,
the revitalization area will be obvious to local officials,
leaders in the community, and residents. For example,
perhaps it is a neighborhood that has been the focus
of other public or private efforts aimed at revitalization
in the past, such as a target area for owner-occupied
housing rehabilitation, but not on a comprehensive
scale, or without a plan to guide its overall redevelop-
ment. It might be an area that is simply known to be
the most in need because of the high number of
vacant, dilapidated properties, high crime rate, lack of
investment, or other issues. Sometimes, it is an area
that becomes a focus of the local government because
an opportunity is presented by a large project that is
planned or occurs in or adjacent to the area, such as a

HOPE VI project, a new transit station, a new ballpark,
or a large commercial relocation.

Regardless of the process by which the area is selected,
there are some practical issues to consider:

* Size of the target neighborhood;
* Availability of buildable land;
* Existing neighborhood anchors and assets; and

¢ Infrastructure that will support development and
growth.

Size of Target Neighborhood

The target area should be reasonable in size. What is
considered reasonable will vary from community to
community and will depend upon the jurisdiction’s
resources and ability to carry out the revitalization
project.

Larger target neighborhoods are politically attractive
because more residents can realize the benefits that
revitalization will offer. However, if the target area is
too large, activities and investments will be dispersed.
This could minimize the visible impact of the PJ’s
investment. Without a concentration of improvements,
it is difficult to change local perceptions of the area;
home values are harder to increase and sustain; and
additional private investment does not occur.

Selecting a zone that is too small can also cause prob-
lems. While focusing activities in a very small area can
transform that entire area, if the boundaries of the
target neighborhood are too limited, targeted improve-
ments may not generate the other intended benefits,
such as increased economic activity, increased market
interest, or improved community services.

A good guiding principle for the size of the target
neighborhood is a quarter-mile radius from the neigh-
borhood center. This size ensures that the neighbor-
hood is “walkable”. Walkable neighborhoods
contribute to the sense of community and facilitate a
neighborhood identity. A walkable size also ensures
that activities are sufficiently concentrated to provide a
visible impact as a result of the public investments.

To improve readability, this guide is written to presume the PJ is responsible for the planning effort since PJs often

find themselves initiating or taking the lead in the planning process when PJ funds are invested in revitalization
efforts. This process can just as easily be lead and managed by a planning department or commission, or a third
party. Regardless of who manages the planning process for the neighborhood, the planning steps, issues, and

considerations are generally the same.
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Once the initial target area is successful, market forces
or additional public investments can expand the target
area.

Existing Neighborhood Anchors and
Assets

A PJ should consider areas where there are existing
strengths that will attract potential homebuyers such as
an historic area, a major employer, faith-based institu-
tions, neighborhood amenities, good public trans-
portation, or proximity to downtown. The
neighborhood’s assets will help distinguish the neigh-
borhood as unique. This will be helpful when
marketing to potential residents and businesses.

Availability of Buildable Land

Revitalization strategies that require any large-scale
development will require ample land. The target area
should have a significant amount of land—ideally land
that can be easily acquired. This might involve an area
with significant publicly-owned property; properties
that are severely tax delinquent; or properties that
have been, or can be, acquired through tax foreclo-
sure. Ideally, the property will be vacant, in order to
minimize displacement and relocation costs.

Assembling land for large-scale development is
reviewed in more detail in Chapter 3, “The Role of
Housing Development in Revitalizing Neighborhoods.”

Infrastructure that Supports Development
and Growth

Another important consideration is the extent to which
the area’s infrastructure (especially water mains and
sewers), streets, zoning, and lot lines can support the
kind of housing design and amenities that will attract
mixed-income homebuyers and create a “new”
community. Chapter 5, “Infrastructure: The
Foundation of a Community” provides a framework for
determining if the neighborhood has significant infra-
structure needs.

Other Considerations

An important resource for community development is
HUD’s Community Development Block Grant (CDBG)
program. When a neighborhood qualifies as a
Neighborhood Revitalization Strategy Area (NRSA),
CDBG provides the type of enhanced regulatory flexi-
bility that is needed by grantees undertaking compre-
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hensive revitalization strategies. Appendix 1, “Key
Requirements for Neighborhood Revitalization Strategy
Areas,” reviews the qualifying criteria for NRSAs, and
discusses the benefits of establishing an eligible area.
PJs should consider the criteria for NRSA designation
when selecting target areas.

PJs should also consider how developed a potential
target area already is. Areas that are developed with
significant amounts of occupied rental housing gener-
ally are not the most suitable areas for comprehensive
redevelopment because of the high cost of acquisition
and relocation. Areas with only scattered site, infill
opportunities generally do not provide sufficient scale
of impact unless there is already a fairly high home-
ownership rate or the area is in stable condition with
only a few deteriorated properties or vacant lots that
need to be addressed.

Step 2: Plan for Public
Involvement

Once the revitalization area is defined, the PJ must
identify the community stakeholders. The PJ must also
determine what level and specific methods of public
involvement will be incorporated into the planning
process, and at what stages of the planning process
stakeholders will be involved.

Key Stakeholders

The comprehensive nature of revitalization dictates the
need for the PJ to create partnerships with a variety of
stakeholders from the community. Early on, the PJ
must identify those stakeholders with whom it will
seek to form partnerships, and those who have the
most to offer the revitalization process. These stake-
holders are potential partners who can bring technical
knowledge, understanding of the local community,
access to resources, and a commitment to improving
the neighborhood. All of these benefits will be needed
to create a strong and vibrant neighborhood. Key
stakeholders of the neighborhood include:

* Residents;
* Business community;

* Institutions (such as colleges and universities,
hospitals, or faith-based institutions);

* Nonprofit organizations;

* Local school districts;



* Local police precincts;

* Members of the real estate industry (landlords,
real estate agents); and

* Local lending institutions.

To achieve a sense of community, it is vitally important
to involve existing community residents, businesses,
and other stakeholders in the planning process.
Involvement in the planning process gives existing
stakeholders input into how the neighborhood will
evolve. Nonprofit organizations can be particularly
useful in helping PJs make connections with residents
and other stakeholders in the target area. Forums
should be provided for individual involvement, and
roles should be created for existing neighborhood
associations and organizations to participate.

Techniques for Soliciting Public Input

The planning process is often facilitated or led by plan-
ning professionals, and sometimes by architects.
Regardless of who manages this process, it will yield
the best results if residents and other stakeholders of
the affected area are actively involved in the discus-
sion. There are a variety of techniques available to
solicit public input into the planning process. These
techniques can be grouped into four main categories:

* Publicity early in and throughout the process is
important for informing the public in a general
way about what is going on, and for building
public support for the planning process.
Standard publicity techniques include press
releases, newspaper ads, flyers, and public
service announcements. Publicity can be
targeted to specific neighborhoods or groups of
people. In general, publicity is used to provide
general or limited pieces of information to the
public, but it does not provide a forum for the
public to provide information to the planning
entity.

Public education refers to techniques aimed at
disseminating information so that residents can
make informed decisions. Public education tech-
niques usually include a publicity strategy as well
as the creation of opportunities to provide

detailed information to the public. Standard
public education techniques include: public
meetings, informational flyers, and the dissemi-
nation of draft documents.

Public interaction refers to methods of facili-
tating the exchange of ideas and opinions
between members of the public and those
involved in developing and writing the plan.
The primary methods for public interaction are
public meetings, hearings, and charrettes.” In
addition, public interaction can include the
dissemination of information or draft documents
with a specific request for public comment.
Revitalization efforts should include plans for
public interaction with affected stakeholders in
particular.

Public partnerships are techniques that offer
stakeholders a more formalized role in the
planning and decision-making process.
Partnerships offer opportunities for the most
active type of public involvement, but usually
involve the least amount of people compared to
the other techniques. There are many ways to
approach public partnerships, including task
forces, committees, and subcommittees.
Partnerships often rely on the involvement of
persons who represent others, such as
community or institutional leaders. Plans should
always be developed in partnership with key
stakeholders, such as community institutions,
businesses, and residents.

As the plan is debated, developed, and implemented,
questions of public involvement should be re-evalu-
ated periodically. A PJ must ensure that it complies
with state and local public and citizen participation
requirements that are tied to specific redevelopment
activities. For example the consolidated planning
requirements that apply to the HOME and CDBG
programs require the adoption of a citizen participa-
tion plan and at least one public hearing. More infor-
mation about these requirements can be found in the
regulations at 24 CFR part 91 and on HUD’s website at
bttp: //www.bud.gov/offices/cpd/about/conplan/
index.cfm.

> A charrette is an intensive, focused, and collaborative planning effort. For more information on charrettes, see the
National Charrette Institute at bttp://www.charretteinstitute.org/charrette.html.
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Step 3: Assess Existing
Conditions

Once a decision has been made about where and how
the planning process will occur, information about the
revitalization area should be gathered and analyzed.
The goal of data collection and analysis is to get as
detailed a picture as possible of the physical, social,
and economic conditions in the area. If the jurisdic-
tion’s planning department has not yet been involved
in the planning process, it should be included in this
assessment of existing conditions.

Typical types of information used to assess existing
conditions include:

* Census and locally-generated data that describes
the population demographics and housing char-
acteristics;

* Property data that describes the prevalent tenure
type (homeownership or rental), and age and
condition of properties (including structural
surveys and code violation information);

¢ Data that documents the prevalence of property
vacancies;

* Tax data that documents the revenue generated
by the area, and level of tax arrears for the area;

Crime statistics that document overall crime rate
and common types of crime;

* Maps of the area that show existing land use,
zoning, and other features (e.g., flood zones,
historic sites, transportation routes, etc.);

Market data that identifies property values, sales,
and rents for the area’s residential and commer-
cial properties;

* Inventories of existing service delivery systems,
such as transportation, social services, recre-
ational services, and public institutions that
document condition, availability, and capacity;

Inventories of existing infrastructure that docu-
ment location, condition, and capacity;

* Assessment of the area’s economic health, and
identification of commercial corridors, major
employers, and unemployment rates; and

Surveys of local residents and businesses that
identify local perceptions and priority needs.
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Analyzing large quantities of information about a
specific area can be facilitated through the use of a
geographic information system (GIS). GIS is an auto-
mated system that combines the features of mapping
software and those of information databases to facili-
tate analysis. It enables a user to compile and
compare large amounts of information related to a
specific location. GIS systems can typically map
comparative data with ease. This feature can be very
important in public education efforts. PJs can deter-
mine how to combine and visually present informa-
tion, depending on the type of problem or issue that is
under review. PJs that have access to a GIS should
certainly use it for the planning process.

For more information on GIS systems

Considerable information about what GIS systems are,
and how they can be used, is available at wwuw.gis.com.
This site, sponsored by Environmental Systems Research
Institute, Inc. includes a demonstration of a GIS system.

When housing development activity is the centerpiece
of a redevelopment strategy, such as in the
Homeownership Zones, a housing market analysis of
the area should be included in this stage of the
process. A housing market analysis is a focused and
detailed evaluation of the housing market, including
supply and demand for all types and price ranges of
housing in the community and/or the subject area.
The market analysis should project the number of
housing units that are needed and the number that
can be sold or rented at various sales prices or rent
levels at some future time. The market study is
described in more detail in Chapter 3, “The Role of
Housing Development in Revitalizing Neighborhoods.”

Similarly, revitalization projects involving commercial
uses (retail, industry, etc.) will benefit from a more
detailed study of the commercial market supply and
demand. The results of this analysis will help to deter-
mine how much commercial property and what types
of uses could realistically be developed and prosper in
the area. Planning for commercial revitalization is
explored further in Chapter 6, “Creating a Strong
Commercial District.”



Step 4: Identify Assets,
Opportunities, and
Challenges

The goal at this stage of the process is
to analyze the data and information
collected about the area in a structured
way in order to develop a comprehen-
sive list of the existing community
assets, opportunities that might be

Discussions about
community assets,
opportunities,
and challenges
should be framed
by the question:
How can we

The identification of assets, opportuni-
ties, and challenges should be done
carefully and thoughtfully, with a focus
on answering the question: how can we
attract people to the neighborhood?
The answer to this question will vary,
and the discussion should lead to better
understanding of who might be inter-
ested in living in the area; what will
need to be addressed or improved to

present, and challenges facing the area. | gttract people attract that. tar.get group; and what assets
Ideally, through this process, partici- can be capitalized on in order to reach
pants will develop a fuller under- and/or each target group. Chapters 3 and 5

standing of how the neighborhood
meets (or does not meet) the needs of
each stakeholder group. This, in turn,
will shape discussions about the
community’s vision for the future. A “master list” of
issues should facilitate subsequent discussions to help
the community set priorities among competing needs.

Asset mapping is the process of identifying the
strengths of the neighborhood that distinguishes it
from other neighborhoods. Identifying the area’s
assets makes it feasible for a community to fully
express and capitalize on its personality and heritage.
Assets can include clusters of homeownership housing,
sound rental housing, available land, historic
properties, related businesses, access, traffic, location,
proximity to major attractions, landmarks, physical
orientation, major employers, industries, institutions,
historic events, local traditions, civic events, and
reputation.

Opportunities may be presented by availability of
funding, vacant land or property, community or polit-
ical support, presence of a major employer or institu-
tion, location of a transit station, the expansion of an
existing business, or the opening of a new business.
Opportunities are small successes in the neighborhood
that can be built upon to create larger success.

Challenges are those factors that interfere with the
neighborhood’s ability to attract new residents or busi-
nesses. Challenges may be physical (such as deterio-
rating housing stock, failing infrastructure, poorly
designed public spaces), or social (such as high crime
rates, poor quality education). Challenges can be real
or perceived.

businesses to
our community?

explore this question in greater detail,
in terms of what residents and busi-
nesses might be looking for in a
community.

Step 5: Develop a Vision for the
Future

Developing a vision for the future of the neighborhood
is a very important step that brings the profile of the
neighborhood’s assets, opportunities, and challenges
together with the dreams and expectations of the
community’s stakeholders. It is during this phase that
key decisions can be made about the future of the
area-- how available land resources might be used, and
what residential and business populations might be
targeted. Ultimately, the vision will provide a
foundation for decision-making about all
redevelopment activities.

Communities must consider a myriad of sometimes
competing goals when making decisions about the
type of community they envision. Unfortunately, there
is no prescribed method or detailed set of directions
on how to make these decisions. Frequently, there is
no “right” or “wrong” answer. Professional planners,
architects, and planning organizations can provide
guidance and expertise through this process, so that
the community makes informed decisions, and
considers real-life constraints and opportunities in its
process of developing a vision for the future.

The vision should be articulated with specificity, and
should identify where the existing conditions in the
community will remain, where changes are proposed,
and who the target populations are. The vision is
articulated primarily through the land use plan. Land
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uses include residential (all types), commercial (retail,
office, industry), civic (schools, libraries, faith-based
institutions, government buildings), transit, open
space, and recreation. The land use plan is considered
the primary tool or roadmap to guide the neighbor-
hood’s revitalization. It shows the distribution, loca-
tion, and variety of structures in the neighborhood.
Proposed changes might include changes in land use
and zoning, and should identify specific sites that will
be redeveloped for the same or alternate uses.

The process of thinking through the land use issues
and answering questions like those posed in Austin,
TX (see text box) serves to formulate a plan for what
the neighborhood should look like once revitalization
is complete. The formulated vision can then be trans-
ferred to a written plan in order to document the deci-
sions and thinking. This plan should include detailed
maps to guide the remainder of the process and the
implementation of the plan into the future.

Step 6: Develop an Action Plan

Once the vision has been articulated and documented
through a land use plan, the community can begin the
task of identifying how the vision will be carried out.
This is the part of the plan where specific directions
are spelled out for the implementation of the plan,
including:

¢ Identifying specific projects and other activities

that will implement the vision;

¢ Identifying tools and potential resources that will
be needed to implement the plan;

¢ Establishing benchmarks and performance meas-
ures for monitoring progress; and

* Developing a timeline to carry out the plan.

The format for the action plan will vary community-by-
community and plan-by-plan. Whatever format the
plan takes, it should clearly define each project,
resources, timeline, and other key elements such as
the entity and staff responsible for each project’s
implementation.

Identifying Specific Projects and Activities
to Implement the Vision

The PJ needs to identify specific projects, activities, and
actions it will undertake to implement its land use
plan, and the relative priority of each. Transforming a
declining neighborhood into an attractive one will
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Questions to Guide the Creation of a
Neighborhood Vision

The City of Austin, TX provides detailed guidance
to its citizens on neighborhood planning and asks
deliberate questions during this process. These
questions can be applied to most community plan-
ning processes:

* How can favorable parts of the neighbor-
hood be preserved and harmonious growth
encouraged?

How can incompatible land uses be discour-
aged without discouraging variety?

* What new buildings, businesses, or residen-
tial uses will enrich the fabric of the neigh-
borhood?

* What parts of the neighborhood can accom-
modate the development of new apartments,
town homes, or other alternatives to single
family homes?

* What parts of the neighborhood can benefit
from the addition of garage apartments,
granny flats, urban homes, or cottage lot
developments?

* Are there commercial areas where mixed
use, (a combination of commercial and resi-
dential) development, is appropriate?

* Where in the neighborhood should busi-
nesses and light industrial uses be located?

* Are new or expanded public facilities
needed? If so, where?

* What parts of the neighborhood should not
be changed?

involve changing perceptions about the neighborhood.
The projects selected in the first stages of the redevel-
opment initiative should be of large enough scale to
attract interest and attention. Infill strategies should
start with high-traffic blocks, so changes are visible to
the widest audience. When undertaking a large acqui
sition strategy, acquiring and clearing as many parcels
upfront as possible provides a visible presence to the
community that the change will be significant. There
are cost advantages, as well, since once redevelopment
starts, property values are likely to increase, making
subsequent acquisition more expensive.

HONMESGnd INerehhDorhoods,
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Urban Planning Concepts Help Frame Neighborhood Visions

It can be helpful to look at current planning models
and principles during the vision-setting process.
Planning theory is constantly evolving, as planners
strive to develop helpful guidance and principles to
assist communities in their efforts to define a sense
of place. These planning models often draw on the
lessons learned from the past. Understanding these
principles can help avoid costly mistakes, and guide
decisions about revitalization and development
proposals.

Redevelopment planners have focused on concepts
and policies designed to reverse the abandonment of
urban centers and restore these as residential and
commercial hubs. New planning concepts, unlike
sprawl development, are aimed at creating or revital-
izing neighborhoods to include more land-use diver-
sity and transportation options, and to increase
social interaction.

There are four current planning concepts that share
certain principles and/or complement one another.
These concepts provide a useful framework for those
undertaking a planning initiative for their commu-
nity:
* Traditional Neighborhood Development (also
called Neo-Traditional);

* New Urbanism;
* Smart Growth; and

* Transit-Oriented Development.

These concepts each explore ways to promote
economically and socially healthy communities
through appropriate land use and design. Nearly all
of these planning models emphasize:

* Human-scaled, walkable neighborhoods to
maximize the ease of passage for pedestrians
and cyclists. These models promote the use of
interconnected streets, sidewalks, and paths to
allow for several alternative modes of trans-
portation. These models are based on the idea
that people should be able to walk to many;, if
not most, daily living activities.

* Moderate to high residential densities to
provide a mix of homes at costs appropriate
for a diverse range of household sizes and
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styles. These models promote design that
encourages social interaction, such as housing
that places entry doors and porches facing the
street.

* A mixed-use core with office, retail, educa-
tional, and recreational uses that are readily
accessible to residents. These models promote
pedestrian-friendly commercial development
with storefronts facing the street and well-land-
scaped parking.

Traditional neighborhood development and New
Urbanism both support the development of cohesive
neighborhoods, each with their own commercial
core and linked to one another by some form of
transit.

The models differ in their emphasis on the most
appropriate or primary mode of transportation in the
area. The transit-oriented development model
stresses mass transit as the primary organizing prin-
ciple for neighborhoods. It can be a useful model
for the revitalization of neighborhoods that include a
mass transit station. New Urbanism concepts tend to
integrate the automobile more than traditional
neighborhood development. All approaches,
however, promote design that encourages multiple
means of transport.

Smart Growth complements these planning models.
It refers to a set of policies and programs enacted by
government agencies with the specific intention of
integrating land uses in such a way as to create more
livable communities: by decreasing traffic, mini-
mizing environmental disruption, and concentrating
growth in order to promote open space. As its name
suggests, Smart Growth policies are often used to
manage growth in thriving communities by mini-
mizing the negative effects of growth. Its principles
provide useful lessons for redevelopers, whose goal
is to promote growth in the neighborhood.
Redevelopment planners should be prepared to
manage those negative impacts of growth.

Appendix 2, “Summary of Key Neighborhood
Planning Concepts,” explores each of these planning
concepts in more detail and provides references for
more information on planning.
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Mixed Uses Can Create Exciting Areas

Customers, potential investors, new businesses,
local citizens, and visitors are often attracted to
commercial districts that offer multiple uses:
employment, shopping, worship, tourism,
housing, government services, dining, entertain-
ment, lodging, and cultural attractions. Creative
mixed-use projects abound in small and large
places.

Noblesville, Indiana converted ten historic build-
ings in the heart of its commercial district. Four
floors of warehouse space in the Noblesville
Milling Company were converted into a unique
dining, business, and condominium complex. The

former Order of Red Men Cherokee Lodge is being
converted to contemporary office space and a
former church to an adaptive-use project.

Portland, Oregon moved its library into a mixed-
use building in the commercial district. The
library now occupies the first floor besides the
Re/Max Equity Group. Sixteen condominium units
are situated above the library and Re/Max. Initially,
the county considered demolishing the old branch
library and constructing a new one on the same
site. Instead, by moving into leased space, the
library has doubled its size and is able to attract
more pedestrian traffic, helping to create a
dynamic urban place.

The action plan should start, not end, with the land
use map. Retaining existing residents and businesses,
and attracting new ones, will require improvements
throughout the neighborhood system. At this stage,
the community should have a clear sense of how the
transportation system, schools, crime, availability of
key commercial and public services, and existing infra-
structure impact the desirability of the neighborhood.
The action plan should identify the changes that will
need to be made in order to improve neighborhood
desirability. It is essential that PJ staff and its partners
involve the service delivery divisions of the jurisdiction
in order to coordinate efforts and concentrate existing
public resources.
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Identifying Potential Resources to
Implement the Action Plan

A comprehensive plan will require significant capital,
as well as human resources devoted to the effort.

Securing financial resources will require leadership,
creativity, perseverance, and a well-thought out
strategy. It is important to assess project costs,
develop a budget, and start to identify resources,
particularly for priority projects, as early as possible.
This part of the process is critical, as availability of
resources often plays a key role in determining what is
and is not done when it comes time to implement the
plan. Each of the subsequent chapters will identify
some potential resources for specific redevelopment
activities.

Identifying Tools to Implement the Plan

Changes may need to be made to local codes, zoning
ordinances, rehabilitation or design standards, or other
applicable ordinances and requirements to support
and accommodate the desired or proposed land uses
and development projects. Specifically, the following
tools should be reviewed, revised, or developed to
support the neighborhood plan:

* Local codes and zoning ordinances. When
evaluating local codes and zoning ordinances,
the PJ should look at:

— Densities and Diversity of Use. In many
communities, local zoning regulations and
codes limit densities or land uses that do not
allow for mixed-income neighborhoods, do
not permit mixed-uses and discourage many
approaches for using public space and
streetscaping to create a more livable
community. Mixed-income, mixed-use devel-
opment is a key feature of a walkable,
dynamic community.

— Parking. To the greatest extent possible,
parking should be located in shared lots,
behind buildings and houses, or along the
curb. Curbside parking slows traffic speeds
and protects pedestrians. With pedestrian-
friendly access, parking for commercial build-
ings can be reduced.
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* Subdivision standards or guidelines usually
address the design and layout of streets and
blocks, and are often established by the public

Zoning Ordinances and Codes Can Promote
Diverse Neighborhoods

works or engineering department of a local juris- Many cities have reformed their codes and zoning
diction. The layout of streets and blocks deter- ordinances, to permit innovative approaches to
mine how residents move in and around the neighborhood revitalization.’

community, and reflect the character of the
neighborhood. New Urbanist design principles
encourage the use of street grids, narrower
street widths to slow traffic, and garages acces-
sible from rear alleys. A PJ should ensure that its
subdivision standards enable it to achieve its
revitalization goals, by focusing on the following:

— Street layout, including street and block
pattern, street hierarchy, and pavement
width. Grid street patterns encourage
walking and disperse traffic flows. Rear
alleys enable garages to be located behind
houses.

— Streetscape features, including sidewalks,
building frontage, and facades. These
features should create a uniform or comple-
mentary image and reflect the surroundings.

— Property lines. Lot sizes can impact afford-
ability, especially in high cost areas. In
neighborhoods with relatively large lot sizes
for detached single family homes, a PJ may
consider redrawing lot lines to create
smaller, higher density lots. Combined with
other design features, smaller lot sizes can
contribute to the type of community a PJ
seeks to create in the neighborhood.

A challenge for redrawing property and street lines is
land assembly. Unless the PJ can acquire all of the lots
on a block or in an area, redrawing property or street
lines may not be feasible. Redrawing street lines can
be an expensive infrastructure investment.

* Design standards. For greater consistency and
stronger enforcement, design features for
streetscapes, facades, roof lines, and landscaping
can be consolidated into zoning codes and
design standards. The design features should be

* Austin, Texas and Davidson, North

Carolina use Traditional Neighborhood
Development codes for new residential
developments. These codes promote walka-
bility by emphasizing sidewalks, pedestrian
amenities, and short blocks. Diversity is
achieved through a variety of housing types,
small-scale commercial and mixed-use retail
centers, and civic buildings. Davidson offers
a 30 percent reduction in transportation fees
charged to the developer in return for
pedestrian-friendly design features, and
another 30 percent reduction for transit-
friendly designs.

Sonoma, California adopted a develop-
ment code that provides for “live/work”

units in almost every district in the city and
exempts them from density calculations.
Mixed-use and live/work codes generally
permit higher densities than other codes,
and focus on creating small, adaptable
spaces for micro-businesses within a residen-
tial project.

Seattle, Washington uses a transit area
code that includes a station area interim
overlay district around proposed light rail
stations. The code prohibits new uses, such
as warehouses and heavy commercial uses
that are not “transit supportive” within a
quarter mile of the proposed station. Also,
the code provides for more restrictive
parking standards of the neighborhood
commercial zones, on an interim basis.

New York City uses contextual zoning to
regulate the height, placement, and scale of
new buildings so that they fit the character
of the neighborhoods in which they are
located.

’ Local Government Commission. Overcoming Obstacles to Smart Growth through Code Reform. Available online

at www.lgc.org/freepub/PDF/Land_Use/sg_code_exec_summary.pdf.

HONESand NeiehbDorhoous,
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tailored to achieve the requirements and needs
of each community, but should include the
following items:

— Building design;
— Streetscape;

— Public and private realms, such as street
frontage of buildings;

— Safety and security, such as adequate lighting
and the elimination of obstructive land-
scaping; and

— Signage, including limits on the type, size,
and brightness.

For more information on design standards

Chapter 3, “The Role of Housing Development in
Revitalizing Neighborhoods,” reviews design standards for
housing developments in more detail. For more informa-
tion on design standards and other design issues, see
wwuw.designadvisor.org. This site, sponsored by HUD,
provides detailed guidance on designing quality affordable
housing specifically.

¢ Incentives for developers. It is sometimes
more feasible and desirable to waive zoning
requirements for a revitalization area, than it is
to reform them wholesale. Requirements and
incentives can be created for developers in the
target area, to attract private sector involvement
and achieve the desired neighborhood character.
PJs should be careful that waiving zoning
requirements does not result in a type or style of
housing that is counter to what the PJ and
community are trying to achieve.

Density bonuses are a typical incentive for
developers. They permit developers to build
housing and commercial space at a higher
density than normally allowed by zoning in
exchange for a certain percentage of affordable
housing units, public amenities, or other
desirable features the PJ wants to achieve within
the neighborhood.

Density Bonuses Encourage High-Density
Development in Targeted Areas

A state law in California allows local governments
to grant a density bonus of 25 percent, plus
additional incentives, to developers who construct
at least 20 percent of their units for low-income

households, 10 percent for very low-income
households, or 50 percent for senior citizens.*

In Bellevue, Washington, density bonuses are
given by raising the residential height restriction
when at least 50 percent of a building is
residential.’

Step 7: Implement the Plan

While the planning process may seem difficult, the
hard part is just beginning—turning the plan into a
reality. The implementation of every revitalization
strategy will differ, depending on the circumstances,
available resources, political environment, and actual
development activities planned. However, it is impor-
tant that the PJ have a clear idea about how the plan
will be executed. This is especially critical for compre-
hensive neighborhood revitalization strategies that
involve multiple partners, activities, and funding
sources, and will take several years to complete.

The implementation plan should address:

* What activities will be undertaken and how they
will be financed,;

* Who will be responsible for implementing the
neighborhood revitalization plan, including who
will undertake specific activities, as well as who
will provide oversight and leadership to the
effort as a whole; and

* When and how each activity identified in the
plan will be undertaken.

If more than one agency of the jurisdiction is involved,
the plan should identify how the agencies will coordi-
nate between themselves, and with non-governmental

* California Housing Law Project. Second Units and Density Bonuses. Available online at

bttp://bousingadvocates.org/default.asp?id=735.

*> U.S. Environmental Protection Agency. Smart Growth Policy Information, Density Bonus. Available online at
bttp://cfpub?2.epa.gov/sgpdb/policy.cfm?policyid=788. [Last updated February 27, 2004.]
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partners. The coordination of roles should specifically
consider who will be responsible and accountable for
compliance with local procedures or requirements,
such as zoning codes, ordinances or review proce-
dures, and who will manage efforts to make revisions
to these procedures and requirements, as needed. In
addition, the specific roles of each of the partners
should be defined and clarified.

The plan should include a budget and a “sources and
uses” statement that identifies the cost for each action
plan activity and the funding source. The plan should
address when each funding source will be available
and what actions the PJ] must take to obtain the
required funds. The timing of the fund availability
should coordinate with the implementation timetable.

The implementation plan should establish an imple-
mentation timetable with progress milestones, or
benchmarks, and performance measures. The plan
should also identify the reports that will be generated
to keep track of the accomplishments (output meas-
ures) and whether the projects are on schedule.

Step 8: Evaluate and Adjust the
Plan

Once the planning document is complete and projects
are underway, it is often thought that the process is
complete. However, communities should have a
process for measuring the success of the effort and
making adjustments to the plan as necessary. On at
least an annual basis, a relatively straightforward evalu-
ation should be undertaken to determine whether or
not the goals of the neighborhood revitalization
strategy are being realized.

The progress in completing the revitalization plan’s
projects (output measures) is a positive sign of produc-
tion, but in most communities it is not the final objec-
tive, or program outcome, of the initiative. Typically,
community revitalization is a desirable goal for reasons
that are far more difficult to measure, such as:

* Improving the quality of life for the residents
and businesses in the neighborhood;

* Providing an opportunity for low-income
households to accumulate wealth; or

* Supporting businesses or stimulating economic
development and jobs for the jurisdiction’s
residents.

HONESand NeiehbDorhoous,

While it will be obvious if projects are being devel-
oped, it will be much more difficult to evaluate
whether or not the true program outcomes are being
reached. Some program outcomes will not be directly
measurable. Outcomes indicators that can provide an
indication of whether or not these program outcomes
are being met should be identified. In order to eval-
uate the plan’s impact, it is important to establish a
baseline for these outcome indicators before neighbor-
hood revitalization projects start to be undertaken.
Exhibit 2-1, “Sample Outcome Indicators Used to
Evaluate Successful Revitalization Efforts,” provides a
list of typical outcomes for neighborhood revitalization
projects, and identifies measurable indicators that can
help the PJ evaluate its progress on meeting these
desired outcomes.

Statistical data can be augmented by survey informa-
tion to address questions related to resident and busi-
ness satisfaction with the changes in the
neighborhood. A survey can help capture how resi-
dents of the neighborhood and surrounding areas

Exhibit 2-1
Sample Outcome Indicators Used to Evaluate
Successful Revitalization Efforts

Desired Program Outcome Outcome Indicator

Number of foreclosures
Crime rate

Student test scores
Unemployment rate

Improve quality of life in
neighborhood

Number of vacant
properties

Number of code violations

Number of poorly
maintained public spaces

Number of vacant lots

Reduce blight in neighborhood

Promote neighborhood stability = Homeownership rate

Number of businesses that
close or leave
neighborhood

Number of businesses that
move in

Number of properties in
tax arrears

Number of foreclosures

Vacancy rate

Promote economic growth
and stability for residents
and businesses

Change in property values
Change in business profits
Change in tax revenues
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perceive the neighborhood over time on issues such as
quality and affordability of housing, crime and safety,
social and community services, recreation facilities,
schools, and shopping.

Plans often take years to develop and many more years
to implement. During this time, conditions or priori-
ties will shift. It is important to revisit the plan on a
scheduled basis and to adjust it to ensure it will
continue to serve as a roadmap going forward.

Essex-Middle River Stops Decline and Flourishes

Evaluating and adjusting the plan periodically will also
help to remind stakeholders, local officials, and resi-
dents of the neighborhood’s progress, as well as the
work still left to accomplish.

Keep in mind that changes to the plan may require
additional public consultation. PJs must also adhere to
Federal, local, and state laws and requirements
regarding citizen involvement and local approval of
any amendments.

Essex-Middle River in Baltimore County, MD was an isolated neighborhood. The manufacturing industries that
had supported the largely blue-collar residents were in decline and by the 1990s the neighborhood had a bad
reputation. Beginning in 1996, the community development agency led a multi-agency effort to turn the

neighborhood around. The plan consisted of:

* Extending a highway (Route 43) to connect the community to White Marsh and Route 95.

* Large-scale demolition of WWII housing that was in bad repair and in the hands of negligent landlords.

¢ Efforts to stratify and diversify the housing stock to attract white-collar residents and fulfill a pent-up

demand for detached, single family homes.

* Moving housing to the waterfront to increase its appeal.

* Talks with Lockheed Martin and local marinas to foster the economic development of the area.

* The purchase of a shopping center.

The effort is a success. A developer built new housing and forged strong bonds with the community. Small
businesses are applying for loans to rehabilitate and upgrade their locations. The local elementary school won
national recognition due to the leadership of a new principal.

Contact
Andrea Van Arsdale

Baltimore County Department of Economic Development

Phone: 410-887-2055
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The Planning Process at Work

Case Study
Stockton, California Strikes Gold

Stockton, California, a small city east of San Francisco was founded during the California Gold Rush and later
became the focal point for the agribusiness of the San Joaquin Valley. The central business district and water-
front, which form the heart of Stockton’s downtown, had begun to deteriorate as early as the 1960s, a process
exacerbated by the advent of suburban shopping malls. By 1995, when the City began intensive revitalization
efforts, these areas of downtown Stockton were severely blighted with numerous vacant buildings, extremely low
rents, and widespread crime.

Smart planning proved to be key to bringing new life to Stockton’s downtown. In 1995, the Stockton City
Council created the Waterfront Revival Task Force, which included Stockton residents and was chaired by Mayor
Joan Darrah. With the help of an urban planning firm, the Task Force produced a plan for redesigning the water-
front and strategically developing city-owned land.

The City’s first two projects were open space developments that beautified Stockton’s waterfront. The Weber
Point Events Center serves as the community park, with a waterfront promenade, picnic area, playground, and
shade structure where concerts and other events are held. The adjacent Dean DeCarli Waterfront Square is a
70,000 square foot public plaza that connects the waterfront to the central business district. A brownfields
success story, the Dean DeCarli Waterfront Square was funded through several funding sources, including
Stockton’s Redevelopment Agency, the Brownfields Economic Development Initiative (BEDI), the Section 108
Loan program, and the Community Development Block Grant (CDBG) program. These two waterfront projects
form the centerpiece of the revitalization area.

Building on the success of these revitalization projects, Stockton is proceeding with a number of other initiatives
outlined by the Waterfront Revival Task Force. A sports and entertainment center on the waterfront will be a key
draw for the City. Other projects will extend into the central business district, such as the construction of a 16-
screen cineplex and the renovation of two historic institutions: the Hotel Stockton and Fox California Bob Hope
Theatre. A streetscaping initiative has already begun to enhance the look of Stockton’s downtown, adding new
trees, historic streetlights, art enhanced tree guards and grates, and street furniture (benches, trash receptacles).

A number of housing developments, some privately-funded and some utilizing HUD funds, will address some of
the City’s housing demand and complement the overall revitalization of the area. Housing developments are
strategically placed to take advantage of the City’s new attractions while replacing deteriorating structures.

The merits of Stockton’s redevelopment plan were recognized early in the revitalization process. In 1996, the
plan developed by the Waterfront Revival Task Force won the 1996 American Planning Association Award for
Excellence for Implementation in a Large Jurisdiction. That plan is turning into a bright future for Stockton.

Contact

Sue Brause or Bob Bressani

Housing and Redevelopment Department

City of Stockton

Phone: (209) 937-8539
bttp://www.ci.stockton.ca.us/HRD/pages/redactwe. btm
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Chapter 3:

The Role of Housing Development in Revitalizing

Neighborhoods

Chapter 3 explores the role housing rebabilitation and development play in neighborbood revitalization.
This chapter reviews the planning, design, and marketing considerations that are important to homeown-
ership and rental housing initiatives, and discusses ways to retain residents in the neighborhood.

Tenure Type and
Neighborhood
Revitalization

Many types of housing activities contribute to the stabi-
lization and revitalization of declining neighborhoods.
By providing a mix of housing types and housing
programs, a PJ can meet a wide range of neighborhood
housing and development needs. The development of
homeownership housing creates or strengthens a
group of stakeholders who expect to stay in the neigh-
borhood and are invested in the neighborhood’s long-
term success. Homeowner rehabilitation programs
provide both incentives and financial assistance to
homeowners to maintain or improve existing homes,
thereby contributing to the neighborhood’s positive
image. Rental housing rehabilitation and new
construction create opportunities to address large
deteriorated structures and assist residents who are
not able or interested in pursuing homeownership.
Tenant-based rental assistance helps residents afford
the rent in assisted properties, enabling them to
remain in the neighborhood.

The development and rehabilitation of housing has the
additional benefit of making physical improvements to
the community that will last for many years. Vacant
property rehabilitation, rehabilitation of tenant or
owner-occupied housing, and new construction activi-
ties are all outward signs of change in the neighbor-
hood, and can make a significant contribution to
improving the neighborhood’s marketability. Activities
that assist the neighborhood’s current owners and
tenants can also generate community support for the
revitalization effort.

Homeownership Stabilizes
Neighborboods

Homeownership housing has long been considered
one of the most stabilizing forces in residential neigh-
borhoods. Purchasing a home is the most significant
investment most people make in their lifetime, and
most homeowners will act in ways to protect that
investment. Research' shows that homeowners are
more likely to maintain their properties and participate
in community initiatives than are renters. Presumably,
this is because homeowners understand that the condi-
tion of the surrounding community impacts the value
of their investment. Homeownership gives households
more control over their living environment. A sense of
community evolves when homeowners and other
stakeholders feel a sense of pride and ownership in
their community.

There are other economic benefits to homeownership,
for both the homeowner and the PJ. Homeownership
enables low-income households to accumulate wealth.
Appreciating property values also generate increased
tax revenues for local coffers.

The Role of Rental Housing

Most PJs focus on the development of homeownership
housing in neighborhood revitalization plans because
of the many benefits homeownership can bring to a
neighborhood. Nonetheless, there is also a role for
rental housing rehabilitation and new construction in
neighborhood revitalization strategies. Vital
communities often need a mix of rental and
homeownership housing in order to attract a diversity
of residents, and provide for a wide variety of housing
needs. A mix of housing types and affordability ranges

' U.S. Department of Housing and Urban Development. Homeownership and Its Benefits, Urban Policy Brief No. 2.
August 1995. Available at www.buduser.org/publications/urbaff/upb2.bhtml.

23



enables households to remain in the neighborhood, as
needs change. A mix of housing types also allows the
grown children of existing residents, as well as
neighborhood service providers such as teachers,
police officers, and fire fighters, to afford to live in the
neighborhood.

Strategies to develop rental housing are important
when:

* The housing costs in the jurisdiction are
extremely high, and therefore a larger propor-
tion of the population seeks rental housing.

The neighborhood has housing stock that
consists of two- to four- unit structures that lend
themselves to development of an owner-occu-
pied unit in one unit, and rental housing in the
other unit(s).

The neighborhood has large, abandoned proper-
ties, or partially-occupied rental properties,
whose deteriorating presence looms over the
neighborhood that is struggling to revitalize.

The neighborhood has a number of rental prop-
erties whose units are in substandard, or deterio-
rating condition.

The revitalization plan will displace existing
tenants who may not be interested in, or ready
for, homeownership.

¢ There is a market demand for rental housing.

* The PJ seeks to develop mixed-income rental
housing as a means to attract a mixed-income
population to the neighborhood.

Planning and Design
Considerations

There are a number of planning and design considera-
tions that impact on the marketability of housing and
how this housing will contribute to the neighbor-
hood’s sense of place. PJs should work with their part-
ners to make decisions about the type of housing that
is most needed in the neighborhood, the development
approach, the target clientele, and the scale and style
of housing.
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Determining the Type of
Housing Activities to Undertake

During the planning process, the community will need
to determine the best mix of rental and homeowner-
ship housing for the neighborhood. This decision will
be driven by a number of factors, including the
housing market, housing needs of the community,
existing housing opportunities, and desires of the resi-
dents. In most communities, a diverse neighborhood
that offers a mix of rental and homeownership housing
at a range of prices that can serve a wide range of
potential residents, will be more sustainable in the
long-term than a neighborhood that is targeted to only
one socio-economic group.

Generally, the tenure type of the existing housing stock
will influence decisions about the type of development
to be undertaken. For instance,

* Revitalization of a neighborhood that has prima-
rily rental housing will need to generate a critical
mass of homeownership housing to add stability
to the neighborhood. The development of
homeownership housing would be the key
component of the revitalization plan for this
area. The plan may also provide for rental reha-
bilitation assistance to current rental housing
owners, in order to improve the neighborhood’s
visual impact and stabilize the neighborhood’s
existing housing stock.

* The plan for a target neighborhood with a rela-
tively high proportion of owner-occupied
housing that is deteriorated, may seek to stabi-
lize the existing housing stock with a home-
owner rehabilitation program. A market analysis
may show that some rental housing development
is also needed to diversify the range of affordable
housing choices offered in the neighborhood.

In addition to determining the best mix of homeown-
ership and rental housing for the neighborhood, PJs
should look at ways to improve the physical appear-
ance of the neighborhood, because overall visual
impact will influence potential homebuyers’ and
tenants’ perceptions of the neighborhood as a desir-
able place to live. PJs should consider pairing housing
development strategies with less expensive



neighborhood improvement strategies such as neigh-
borhood clean-up, code enforcement work, and public
landscaping. Programs that encourage homeowners to
improve their own properties and yards can also help
the PJ improve visual impact, without the costs of full-
scale housing development.

Scale and Approach of the
Development

To successfully change the identity of a neighborhood
or community from depressed, unsafe, and undesir-
able to vibrant, safe, and attractive will usually require
large-scale, concentrated development whether on
large assembled parcels or concentrated infill lots. To
a certain extent, the PJ’s ability to assemble land will
dictate the degree to which new construction and
rehabilitation occurs at scattered sites throughout the
neighborhood, or whether most of the development
can occur on a large, cleared tract of land.

Site assembly in urban areas is often time-consuming
and costly. PJs should identify blocks with substantial
numbers of vacant, publicly-owned or abandoned lots,
or owners who are willing to sell their land to the PJ at
the land’s appraised value. Even where large parcels
of such properties exist, acquisition can be time-
consuming. Tax delinquent properties might be
pursued through tax foreclosure, the procedures for
which are established by local law. Properties owned
by quasi-public agencies (schools, redevelopment
authorities, public housing authorities) also follow
disposition procedures that are generally regulated by
state or local law. PJs should engage in preliminary
discussions with the oversight agencies to ensure
acquisition of these properties is feasible. Properties
that are privately owned usually require that the PJ
follow established acquisition procedures for
appraising the property and negotiating a sale price.

Some PJs may wish to consider eminent domain to
acquire and assemble land for development. Eminent
domain (also known as “condemnation”) is the
authority of a public agency, such as a local or state
government, to acquire property for a purpose that is
in the pubic interest. Eminent domain was used

frequently for large urban renewal projects several
decades ago, and often requires the establishment of a
redevelopment area plan for the area where property
will be acquired. Some jurisdictions have adopted
somewhat simpler methods to take properties through
“spot condemnation.”

Eminent domain has distinct disadvantages. Owners
must be paid fair market value for the property, and be
provided with required relocation benefits and
allowances. The process is time-consuming, as it is
established by state law, and typically includes a certain
number of public hearings, notifications, and waiting
periods for owners. Finally, condemnation can result
in legal challenges. Owners can challenge the taking
itself (based on procedural errors, for instance), or the
established fair market value. Despite these disadvan-
tages, condemnation enables the PJ to acquire aban-
doned properties, or properties whose owners are
unwilling to sell. In addition, the condemnation
process clears title defects on the property.

Acquisition can become costly, particularly if the PJ uses
eminent domain, or if the PJ must relocate existing
businesses or tenants. Where possible, all of the land
needed for development should be acquired before

Acquiring Property Through Spot
Condemnation

The City of Indianapolis has established guide-
lines that authorize the City’s Department of
Metropolitan Development to acquire property
through “Spot Eminent Domain” for specific rede-
velopment purposes if the property is:

¢ Identified as an “unsafe premise;”

* Not a residence or a business;

¢ Suitable for housing development for a low-
income family; and

¢ Causing a negative impact on the
surrounding property.

The City requires that property acquired under
this authority be sold to an urban homesteading
program, sold to a low-income family, or sold to a
neighborhood development organization.?

* Blackwell, Keri. Indianapolis Case Study: Model Practices in Tax Foreclosure and Property Disposition. Published
by the Local Initiatives Support Corporation at bttp://www.liscnet.org/resources/2003/01/indianapolis_1065.shtml?

planning+%26+land+use. [Posted on January 13, 2003.]
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development starts. Once development takes place, an
appreciation in values can make it increasingly difficult
for the city to acquire parcels at a reasonable price.

Target clientele

In the planning process, the PJ and community
explore the question of who the neighborhood hopes
to attract. That vision must then be translated for
specific housing developments. Cities that have devel-
oped successful Homeownership Zones have all had a
clearly defined target clientele or population.

A good market study provides vital information to
guide decisions about appropriate target populations.
The market study identifies the potential range of
income groups that may be interested and able to
purchase homes within the neighborhood, and defines
this group by household size, composition, and type of
household. The study can identify where new resi-
dents may come from, what features of the neighbor-
hood will attract these new residents, what types of
housing, housing design, and amenities will be most
appealing, and which marketing techniques are most
likely to reach them.

Note, the target population may not be, and often is
not, only one group of homebuyers or tenants.
Generally, PJs target a mix of household types and
income levels. Achieving a good income mix can be
challenging, but is considered by many to be critical to
the success of a revitalization plan.* When HOME
funds are used, the HOME-assisted unit(s) must be
occupied by a household(s) that meets the applicable
HOME low-income limits. For that reason, the devel-
opment of a mixed-income community usually
requires a variety of funding sources.

Successful Homeownership Zones achieved income
mix by:
* Developing a variety of homeownership housing
types at a range of purchase prices;

* Using their HUD HOZ grant to leverage signifi-
cant private and other public funding;

* Providing a range of purchase incentives and
subsidies; and

* Undertaking strong marketing campaigns that
focus on a range of income groups.

When determining the target population, PJs should
consider the clientele it hopes to attract, as well as
how to meet the needs of existing residents:

* Existing residents. Most PJs want existing area
residents to benefit from the new housing oppor-
tunities that revitalization brings. PJs need to
consider how to best retain existing residents, and
what types of support (such as credit counseling,
subsidies, or other services) may be required to
increase the number of residents that can take
advantage of newly developed homeownership
and rental housing opportunities.

Displaced persons. If existing residents will be
displaced, PJs must undertake relocation plan-
ning. Whenever feasible, relocating displaced
persons to the new housing developments is a
good business practice that builds a sense of
community support for the revitalization plan,
and can save money.

For more information on relocation

HUD’s Website, Relocation and Real Estate Acquisition,
provides access to a wide range of information about relo-
cation. It includes a summary of relocation requirements,
as well as links to relevent laws and regulations, policy
guidance, and online training. See http://www.bud.gov/
offices/cpd/library/relocation/index.cfm.

* New Residents from Outside the Area. In
order to achieve the desired income mix, a PJ will
need to attract new residents from outside the
immediate area of the neighborhood. Whether
the PJ expects to attract these new residents from
other neighborhoods, from neighboring towns or
suburbs, or from other locations, the PJ needs to
identify these sources of potential new residents
in order to focus its marketing efforts.*

* New Urbanism principles encourage a mix of incomes levels. The HOZ program requires that at least 51 percent
of the new homeowners in a Zone be low- or moderate-income families.

* It is interesting to note that a recent study by Abt Associates, Inc. found that most homebuyers who purchase a
HOME-assisted unit move from other neighborhoods within five miles of the HOME-unit. See Abt Associates, Inc.
Study of Homebuyer Activity through the HOME Investment Partnerships Program. January 2004. Available online
from HUD User at www.buduser.org/publications/bsgfin/bomebuy.html.
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In addition to determining the balance between
current and new residents, decisions must be made
about family size and type. This will determine the
design, unit size, and type of housing developed as
part of the plan. The community assets, opportunities,
and challenges that are identified as part of the
planning process will guide the market study and its
conclusions about the types of households that will be
most interested in the neighborhood, such as young
families, young professionals without children, artists,
empty nesters, or retired couples. Although New
Urbanism principles suggest that a mix of household
sizes and types contributes to diversity and makes for a
richer and more vibrant community, the results of the
PJ’s market study may indicate that the PJ should
initially focus on a few specific household types where
there is the strongest demand for living in the type of
urban environment that will be created in the
neighborhood.

Type and Style of Housing

The type and style of housing to offer in the revitalized

housing types reflect the same style and fit together
seamlessly with each other and with the existing
housing in the neighborhood. Design standards specify
what housing should look like and define standards
related to structural integrity, fire safety, room size,
accessibility, and energy efficiency. For example,
design standards answer questions such as:

* Will newly developed single family housing have
front porches?

* Where will parking be located?
* How much set-back is required?
* What types of building materials must be used?

* How many units will use the same entryway?

Adopting design standards requires the developer and
PJ to make concrete decisions about what housing will
look like and how it will be built. These decisions
substantially impact the cost of the housing, and these
costs should be weighed against the desirability of the
design features. A process of value engineering that
examines cost in relation to function and the value of
each feature, rather than a strict cost control approach,

neighborhood is determined in large part by several

other considerations that have
been discussed—primarily the
target audience, the existing
housing stock, and the diversity
of housing required to meet the
needs of a mixed-income popula-
tion. Single family detached
homes are often the dominant
category of housing developed in
a homeownership-based develop-
ment, but other types of owner-
ship housing, such as duplexes,
mixed-use housing, townhouses,
cooperatives, or condominiums
may be appropriate to attract
certain groups of buyers. In a
rental-based development, the
size and scale of housing become
important considerations in
creating “defensible space” whose
occupants have a sense of owner-
ship for both their private units
and the public areas.

Design standards can be estab-
lished to ensure that different
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New Urbamnism Housing Design
Options

* Encourage front porches;

* Reduce building setbacks, for both
commercial and residential properties;

* Locate residential garages to the rear of
the lot—or at least bebind the
building’s front plane;

* Reduce lot sizes;

* Provide generous landscaping and
paved walkways;

* Use durable, energy-efficient, and
attractive windows;

* Provide architectural interest, in
keeping with the area’s historic housing
designs and colors; and

* Use architectural elements to identify
the area, such as interesting and
uniform mailboxes, street lighting
fixtures, sidewalks, street signs, or
neighborbood entrance “markers.”

is important at this stage in the process. All parties

must understand the values and
costs of design choices—this
minimizes misunderstandings
among the PJ, homebuyers,
architect, and builders. Making a
home affordable does not mean
it has to be cheaply designed and
unattractive. The PJ needs to be
thoughtful in the standards it
develops.

While weighing cost and design
issues, the PJ also needs to
balance initial costs with life-
cycle costs. While it is important
to keep construction costs down,
it is also important to not burden
a new homeowner with high
maintenance and upkeep costs.
For example, installing ventila-
tion fans in the kitchen and bath-
rooms can result in a slightly
higher initial cost, but they can
also reduce the likelihood of
mold and moisture damage to
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the home, which can be very expensive for the home-
owner to repair. Similarly, installing energy efficient
products, such as quality windows and HVAC systems,
will have a higher initial cost, but will result in lower
energy bills and maintenance costs for the homeowner.

The following list describes some design considera-
tions for common housing types:

* Detached single family. Detached homes are a
popular housing choice because they offer
privacy and amenities that many homebuyers,
particularly families, desire. Detached single
family housing offers a competitive alternative to
suburban housing. This type of housing can be
readily adapted to urban areas by applying New
Urbanist design concepts. Lot sizes can be
smaller and common design features can be
used such as front porches to facilitate neigh-
borly interaction. Back alleys can be built so
garages are not seen from the street.

Mixed-use buildings. This type of housing
allows the owner of the building to use or rent
the ground level of the building for a commer-
cial use and live in the upper floors. This type of
housing brings life (and customers) to a
commercial area.

2- to 4-Unit structures. “Second floor”
housing, or properties that include one to three
rental units in addition to an owner-occupied
unit, is a special type of mixed-use housing that
is often found in older urban cities. It provides
a way for the owner to generate additional
income that can make the housing more afford-
able. The rental unit can be over a garage or
within the main structure, often on the upper
floors of a townhouse. Several of HUD’s HOZ
grantees are incorporating this type of housing
into their Zones.

Townhouses. In some instances, townhouses
are a more affordable ownership option than
single family housing. Townhouses are a
popular choice for young professionals and fami-
lies who may not want to maintain a detached
house with a yard. Row houses may also be the
existing historical type of housing in an urban
neighborhood. Townhouses and row houses are
similar, but may have different ownership rules
and homeowner associations to handle common
or shared space.
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* Multifamily housing. Multifamily housing can
be developed in nearly any form, from tradi-
tional high-rise structures to townhouse design.
Some rental projects are also comprised of a
number of scattered site, infill units, located
throughout the neighborhood. Ideally, multi-
family housing structures will be designed to be
compatible with the surrounding blocks, with
buildings of comparable height, size, and bulk,
and in accordance with “defensible space” princi-
ples. Chapter 7, “Integrating Key Services Into
the Neighborhood’s Revitalization Strategy”
provides a more detailed discussion on
designing defensible housing.

* Condominiums or cooperatives.
Condominiums and cooperatives are generally
not associated with homebuyer programs, but
they may be appropriate as part of a range of
homeownership options being offered, espe-
cially in high cost urban areas. “Condos” or “co-
ops” can be designed using New Urbanism
principles to fit in with more traditional single
family houses and townhouses. Condos or co-
ops may be an attractive alternative to rental
housing rehabilitation for communities with
large multifamily properties in need of rehabilita-
tion, and elderly or childless target populations.

For more information on design for affordable
housing

Good design is critical for integrating affordable housing
into mixed-income neighborhoods and ensuring the long-
term marketability of the neighborhood. HUD has spon-
sored the development of a resource tool, idea bank, and
step-by step guide to affordable housing design that can
be found at www.designadvisor.org. Materials produced
by the Congress for New Urbanism also provide useful
guidance, and are available at bttp://www.cnu.org./

Attracting Development
Paritners

With a clear target population, desired housing type,
and design standards in hand, the PJ can begin project
development. PJs should have a network of partners
that they have worked with previously. When under-
taking a new type of housing development as part of
the revitalization process, such as a large-scale new
construction homeownership initiative, the PJ] may also



find it helpful to attract new partners, with specialized
experience in this area. The PJ will need to develop
working relationships with a range of professionals in
the real estate industry, including architects, devel-
opers, builders, and nonprofit organizations.

In many urban areas there has been very little, if any,
recent new construction of single family homes. As a
result, a PJ] may need to attract experienced builders
who have been working on projects in suburban areas.
These builders may be reluctant to work with the PJ
because of the higher cost of doing business in the
urban area, or perceptions that it is difficult to work
with governmental entities. The value of the builders’
experience is important to a large-scale project, and
the PJ should consider providing incentives to
encourage participation. These may include financial
incentives, such as below market rate construction
financing loans, low-cost land, or infrastructure
improvements. Other incentives that reduce a
builder’s risk, lower building costs, and enhance the
PJ’s reputation include expedited payment or permit
processing, marketing services, zoning flexibility, or
flexibility on some design features. Many of these
incentives can be passed on to buyers in the form of
lower housing prices. PJs need to consider how to
structure an incentive package that contains elements
for both builders and buyers, and maximizes available
resources.

When selecting development partners, PJs must be
aware of the Federal procurement requirements, and
use competitive procurement when necessary. With a
large-scale development, there are many contracting
opportunities. PJs should consider bidding predevel-
opment work as a package. Architectural, engineering,
environmental, and clearance work that is carried out
by one team under one contract is often better coordi-
nated, and more easily administered, than when that
work is carried out by a number of different firms, with
no single line of authority. However, PJs should take
care to evaluate bidders’ ability to meet Section 3 and
MBE/WBE goals in their subcontracting work, in order
to assure that smaller firms are not excluded from
bidding on these opportunities altogether.

Selling the Neighborhood

PJs cannot rely on the adage “if you build it, they will
come” when revitalizing a deteriorated neighborhood.

HONESand NeiehbDorhoous,

The PJ’s ability to attract buyers and renters to the area
will be impacted by the public’s perception of the
neighborhood. PJs will need to develop strategies to
attract newcomers to the neighborhood, and retain
existing residents, by offering financial incentives,
undertaking aggressive marketing, and working to
qualify buyers.

Attracting Homebuyers

Homebuyers are generally interested in buying good
homes in nice communities. Many potential home-
buyers believe that investing in a neighborhood in
transition is an enormous risk. Attracting buyers may
be one of the biggest challenges facing the PJ. A
variety of strategies may be required, all designed to
woo uncertain buyers from different income ranges,
minimize their risk, and change perceptions of the
neighborhood.

Financial Incentives

Financial incentives to buyers can boost efforts to
achieve a good mix of incomes. Generally, there are
more sources of funds available to provide financial
incentives to low-income buyers than moderate- and
upper-income buyers. Nonetheless, PJs may need to
consider financial incentives for these over-income
buyers as well, in order to attract them to the neigh-
borhood. Financial incentives to both low-, moderate-
and upper-income buyers can be designed as down-
payment assistance, lowered interest rates, and below-
market housing prices. The PJ will need to carefully
consider the source of funds when offering these
incentives, in order to meet the income limit require-
ments associated with different sources of financing.
For example, the HOME Program requires that assisted
homebuyers and homeowners must have annual
incomes that do not exceed the HUD published “low-
income limits” for that family size and area. These
limits are generally set at 80 percent of the area’s
median income level.

When offering financial incentives, it can be difficult to
determine the appropriate amount of subsidy, because
providing financial incentives to higher income buyers
may limit the amount of subsidy that is available to
assist low-income buyers. Depending on the cost of
the housing and the available pool of qualified low-
income homeowners, substantial levels of subsidy may
be required to make homeownership an affordable
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Insurance Minimizes Buyers’ Risk

Syracuse, New York uses an innovative approach
to address buyers’ aversion to the risk of invest-
ment in its neighborhoods, the Home Equity
Protection (HEP) program. For a one-time fee,
HEP provides financial protection to homeowners

in the event that home prices decline in their
neighborhood between the time they purchase the
protection, and the time they sell their home.

This program is administered by a nonprofit
subsidiary of Equity Headquarters, Inc. More
information about this program is available at
www.equitybq.org.

option. Squeezing low-income households into homes
they can barely afford will likely result in higher
default rates in the future.

Financial incentives should be packaged to meet the
specific concerns and needs of the project’s stake-
holders. In some communities, additional financial
assistance to make the community more affordable, or
more competitive to nearby neighborhoods will be
sufficient. In other neighborhoods, the risk of invest-
ment may be great enough that up-front assistance
alone may not be sufficient and other incentives may
need to be created.

Pre-sales and Model Homes

Potential homebuyers in revitalizing neighborhoods
will need to see what their investment will bring, much
more than they would in a more stable neighborhood.
This will be particularly true for early buyers, when the
neighborhood vision is far from reality. One marketing

HOZs Find that Marketing Matters

and sales technique that is frequently used in
suburban and rural areas, but rarely used in urban
areas, can be especially effective: model homes and
home pre-sales. Model homes are a way to showcase
different layouts for the homes that will be built and to
market the properties to large numbers of potential
homebuyers. Through pre-sales, buyers have the
opportunity to make decisions to customize their
homes, within the builder’s design framework. Pre-
sales also minimize the PJ’s risk as units are built only
as buyers are secured.

A welcome center can be an effective means to attract
buyers, answer questions, and provide information.
The welcome center should exhibit a model of what
the community will look like when completed, and be
staffed with people who are able to describe unique or
appealing features and amenities that are, or will be,
part of the community. These techniques help the PJ
change the image of the community and demonstrate
to potential buyers that the neighborhood is a place
where they will want to live.

Qualifying and Preparing Homebuyers

Successful marketing strategies will attract potential
homebuyers and generate a pool of interested home-
buyers who must then qualify for homeownership.
Many homebuyers will need additional support to
meet qualification criteria. In general, the two biggest
obstacles to homeownership are the lack of savings for
downpayment and closing costs, and a poor credit
history. Buyer needs for financial assistance can be
addressed as part of the financing incentives PJs offer.
Homebuyer counseling programs can assist potential
homebuyers overcome poor credit histories.

Some Homeownerships Zones have discovered that they have had more success attracting moderate and high-
income buyers, but bave struggled to attract qualified low-income buyers. These Zones use marketing strategies
that are bighly targeted to moderate-income housebolds, and often provide subsidies to lure this market to the
neighborbood. Other Zones have faced the opposite challenge, and have had a difficult time overcoming the
negative images of the neighborbood. These communities have focused marketing efforts on identifying home-
buyers who can qualify for the affordable units that have been developed.

Some Zones have established tiered systems, so that the amount of subsidy a new homebuyer receives is tied to
their income level, while other Zones have provided a standard financing package regardless of income level.
One Zone offered bigher subsidies to the earliest buyers as an incentive to “jump start” market interest.
Another Zone offered an additional $10,000 through a second morigage program for existing residents of the
Zone’s ward, which is comprised predominantly of low-income families, as an incentive to retain local residents.
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Homebuyers are most successful when their fiscal
house is in order, and they understand the lending
process. PJs can assist potential homebuyers achieve
these objectives with counseling and education
programs. Homebuyer education and counseling are
two distinct activities, suitable for conveying different
types of information to help the buyer in this process.
To use funds cost effectively, it is important for PJs to
evaluate the buyers’ needs and match them to available
education or counseling programs, as appropriate.

* Buyer education provides general information to
a large pool of buyers, who often do not need a
great deal of assistance. Education tools may
include brochures, handbooks, and classroom-
style presentations, and may cover topics such as
housing finance, evaluating a home’s condition,
negotiating a home purchase agreement, and
avoiding mortgage default. Because of its
general nature and its ability to reach a large
number of people, education is usually less
expensive than counseling.

Counseling programs offer a more intensive
approach and are often conducted in small
groups and in one-on-one settings. In addition
to educating homebuyers about the homebuying
process, counseling can assist the potential
buyer get control of outstanding debts, clean up
overdue payments and credit problems, and
develop the skills needed to manage a house-
hold budget. Overcoming these barriers can
take time. Homebuyer counseling is an impor-
tant tool for helping potential homebuyers
become successful homeowners. Completion of
a counseling and/or education program is often
a pre-condition for homebuyers to qualify for
financial assistance to purchase a home.

For more information on housing counseling

For information on HUD-approved housing counseling
agencies, visit HUD’s Office of Single Family Housing
website at bitp://www.bud.gov/offices/bsg/sfb/bcc/
bcc_bome.cfm.

Attracting Tenants

Attracting tenants to a revitalizing neighborhood is not
likely to present the level of challenge to the PJ as
attracting homebuyers since a rental housing choice is
not a major life investment, and does not carry as
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significant a financial risk as a home purchase.
Nonetheless, neighborhood desirability will impact
rental housing choice, and will impact the project’s
ability to secure tenants, especially unsubsidized
tenants.

A market study will help determine the appropriate
rents to charge in rental developments, and financial
projections should be made conservatively.

If the rental development is mixed-income, it is impor-
tant to design the building and offer amenities to meet
the needs of the market-rate tenants that the building
hopes to attract. In addition, it is important to estab-
lish and secure a rent structure that will preserve the
mixed-income nature of the development, regardless
of how the desirability of the development may change
as the neighborhood improvements are completed.
This means that the PJ should determine the desired
“mix” of incomes in the building, and through the use
of deed restrictions or other enforcement mechanisms,
secure the affordability of the building. When a prop-
erty receives HOME assistance, the assisted units must
meet the HOME rent limit and tenant income limit
restrictions for a specific long-term affordability period.

For information on developing mixed-income housing

Mixed-Income Housing and the HOME Program, recently
published by HUD (publication number HUD-2003-15-
CPD), offers PJs detailed information about developing
mixed-income housing with HOME funds. The model
program guide explores the advantages of mixed-income
housing development, presents a number of different
models for mixed-income development, and identifies
common funding sources to finance mixed-income devel-
opments. To get a copy of this model program guide, visit
the Office of Affordable Housing Programs’ online library
at HOME Model Program Guides, bttp://www.bud.gouv/
offices/cpd/affordablebousing/library/modelguides/
index.cfm.

Improving Neighborbhood Image
Marketing Materials and Press Relations

The PJ will need to work hard to overcome the nega-
tive image of a declining neighborhood that is targeted
for revitalization. Generating positive media reports
and outreach activities are important avenues for
changing the public’s perception of a neighborhood.
Ensuring that “good news” is well publicized is a first-
step. The model home approach, discussed above, can
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also be used to sell the neighborhood to the larger
community and provide a positive visual image that
the press can use. With the completion of each unit,
this perception is a step closer to reality. Ground-
breaking ceremonies, when first homebuyers move in,
and completed phases of the project are all good
opportunities to involve the press in transforming the
neighborhood’s reputation.

However, a neighborhood’s image will not change
overnight, so finding and creating opportunities to
reinforce the perception of positive changes occurring
over a period of time is very important. Methods to
keep the neighborhood in the “public eye” include:

¢ Publishing and distributing press packets, press
releases, and attractive information handouts.

* Participating in a Parade of Homes, or similar
event(s) which showcase new homes and allow
the public to view newly constructed homes.

¢ Developing a website about the neighborhood
that is easy to find, informative, and attractive.

¢ Designing marketing strategies to address not
only the appeal of the homeownership and
rental units themselves, but as importantly, the
appeal of the neighborhood. Buyers must be
convinced that the neighborhood is trans-
forming. Any PJ partnerships or initiatives with
schools, police, libraries, or nonprofit agencies
that are designed to improve the quality of life in
the neighborhood should be highlighted in the
message that is marketed.

Innovative Partnership Generates Publicity

The Homeownership Zone in Indianapolis
includes a “House that Readers Built” program that
was financed by the local library foundation in

conjunction with its summer reading program.
This unique partnership gained substantial press
coverage, and was able to draw attention to both
the availability of new homes, and the quality of life
improvements underway for the neighborhood.

Partnerships with Nonprofit Organizations

Nonprofit organizations that are based in the commu-
nity can play a key role in the marketing stage of the
neighborhood redevelopment process. If these organi-
zations have been involved all along in developing the
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Many Homeownership Zones have found that it is
very important to critically assess a nonprofit
organization’s capacity. A nonprofit should be
involved only to the extent that its capacity
Dpermits, and in roles that are consistent with roles
it bas performed in the past. Such an assessment is
appropriate prior to engaging with any partner.
Once an initiative is underway, it can be both
costly and politically challenging for the PJ to
remove the nonprofit from participation, if the PJ
finds that the nonprofit is not able to perform at
the required level, or in the role that it bas been
assigned.

goals of the redevelopment effort, transitioning into
this role will follow readily.

In addition to neighborhood associations and civic
groups, PJs should be sure to seek outreach assistance
from local faith-based organizations, as these institu-
tions play a significant role in many urban neighbor-
hoods. Outreach roles can include:

* Notifying members and the community about
the homeownership and rental opportunities
and changes in the neighborhood;

Helping families saving for a downpayment or
working to improve their credit rating;

* Assisting families in applying for tenant-based
rental assistance programs;

Mentoring existing residents who pursue home-
ownership;

Involving newcomers in neighborhood activities,
to promote a sense of community between old
and new residents;

* Sponsoring clean-up activities in community
parks, playgrounds, or other common space;

* Assisting existing homeowners repair or main-
tain their homes; and

Guiding homeowners and tenants who may face
unexpected difficulties to resources and
programs that can help them keep their homes.

Retaining Residents

Attracting new buyers and tenants to the revitalizing
neighborhood is an important first step. Generating a
sense of community among residents and establishing

7

HONMESGnd INerehhDorhoods,

N
I:L‘!



stability in the neighborhood for the long-term is the
next challenge. Resident associations, post-purchase
counseling, and home maintenance programs can all
play an important role in retaining residents,

promoting neighborly goodwill and creating stability.

Tenant and Homeowner
Associations

Tenant or homeowner associations can become impor-
tant forces for neighborhood stability, depending on
the functions the group chooses to serve.

Tenant associations provide information to tenants, act
as a liaison between tenants and owners, and serve as
a forum for tenant participation in the community.
Active tenant associations can play an important role in
assisting rental management with maintaining a high
quality development. This role might include assisting
management with enforcing lease provisions, advo-
cating for appropriate and desirable improvements or
maintenance in the building, and organizing meetings
and events to keep tenants involved in the develop-
ment’s activities.

Homeowner associations take on some comparable
and additional functions for the neighborhood’s home-
owners, including:

* Maintaining and caring for common space in the
neighborhood;

Providing services (such as trash collection) for
residents;

Representing homeowners in interactions with
city officials, such as police departments, on
matters of common concern for residents;

Establishing and monitoring design standards,
either formally or informally, to see that home-
owners maintain their properties in accordance
with consistent design;

Articulating community standards and helping
residents understand what is expected of them
in terms of maintaining their home; and

Organizing community events to bring home-
owners together for fun, in order to develop a
more cohesive, supportive environment in the
neighborhood.

PJs should support tenant and homeowner associa-
tions and encourage them to take on additional roles
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and authority, where they have not done so in the past.
For new developments, PJs should consider creating
tenant and homeowner associations for these
purposes.

Foreclosure Prevention

Preventing foreclosure is an important component of a
revitalization program. Aside from the trauma to a
household, foreclosures have a negative impact on
neighborhood image, and may impede in the neigh-
borhood transformation process. For this reason, PJs
should consider anti-predatory lending activities and
offer post-purchase counseling to new homebuyers.

Post-Purchase Counseling

A post-purchase counseling program for new home-
owners can be an effective way to ensure their success
as homeowners. The challenges of up-keep, mainte-
nance, and unexpected costs can quickly put a new
homebuyer, whose cash reserves are typically limited,
into financial trouble. First-time homeowners are
usually former renters who called the landlord when
something was wrong in their apartment. Training on
handling basic repairs, understanding common expec-
tations regarding yard up-keep, and budgeting for
unexpected or future repairs, can help new home-
owners feel the joy of homeownership rather than the
burden.

Post-purchase counseling should be discussed and
explored before the home is purchased. Once the new
homeowner is in the house, it can be difficult to
require attendance at additional training or counseling
sessions. Post-purchase counseling programs often
have low participation rates. PJs who are assisting
buyers with funding may wish to develop agreements
with lenders that they be contacted when payments

are missed, or develop some other “early warning
system” to prevent foreclosure.

Anti-Predatory Lending Tools

Predatory lending often results in foreclosure.
Typically, predatory lending occurs in the subprime
market, often in refinancing transactions, and serves
borrowers who do not meet the credit standards for
borrowers in the prime market. Recipients of govern-
ment assistance to purchase homes often fall into this
category and can become targets of unscrupulous
predatory lending practices after the initial home
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purchase. Predatory lending practices generally fall
into four categories:

Loan flipping. This practice occurs when a
lender frequently refinances a borrower’s loan in
a short period of time, charging high fees and
often prepayment penalties that strip a
borrower’s equity in their home.

Excessive fees and “packing.” This practice
involves excessively high fees and fees that are
“packed” into a loan amount without the
borrower’s understanding.

Lending without regard to the ability to
repay. Loans which the borrower clearly does
not have the capacity to repay quickly result in
default and foreclosure.

Fraud and abuse. In many instances, predatory
lending involves deception and/or high-pressure
sales tactics that amount to fraud.

Combating predatory lending in a community, and
especially in a revitalizing neighborhood, is challenging
because once properties are sold, the PJ and its part-
ners are no longer in touch with the homebuyers.

However, there are steps that a PJ or program can take
to limit or prevent predatory lending practices:

* Educate homebuyers and homeowners. This
education should occur during pre- and post-
counseling activities, so families understand the
dangers of predatory lending and understand
how to recognize predatory lenders.

* Support or conduct public education
campaigns on the dangers and risks of
predatory lending. Freddie Mac sponsors a
“Don’t Borrow Trouble” campaign in which they
work with cities to conduct public awareness
activities about predatory lending.’

Establish subordination policies. Establish
policies and procedures so that the PJ will not
subordinate or re-subordinate its loan to high
rate/high fee loans; high loan-to-value ratio
loans; or to lenders that have been identified as
predatory. This is the most effective and direct
means that communities have to prevent home-
buyers who have received HOME or other public
assistance to purchase a home.

* Freddie Mac (the Federal Home Loan Mortgage Corporation) provides information on this campaign on its website
at bttp://www.freddiemac.com/corporate/initiatives/protection/dbt.btml.
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Chapter 4:

Using HOME and Other Funds for Neighborbood

Revitalization

The HOME Program is one of the most valuable funding sources available to states and local governments
for affordable bousing. The value of the HOME Program is based on its flexible rules, its wide range of
eligible uses for housing activities, and a program design that encourages partnerships at all levels in the
implementation of affordable housing strategies. This chapter describes how HOME participating jurisdic-
tions can support local neighborbood revitalization efforts with HOME funds, and bighlights the most
important requirements that are relevant to a revitalization initiative. This chapter also provides an
overview of other funding sources for neighborbood revitalization activities. It concludes with a descrip-
tion of bow one Kentucky city used HOME funds as part of its neighborbood revitalization stratgey.

Strategies for Making HOME
Investments

A HOME participating jurisdiction has an endless range
of options for using HOME funds to achieve its neigh-
borhood revitalization goals. Some common
approaches include:

* Investing HOME funds first to spur other
investment. For neighborhoods that have little,
if any, private investment, PJs can use HOME
funds to spur other investments. Developers
often watch the public sector’s investment
choices when considering their own site selec-
tion for development. A substantial investment
of HOME funds in a declining neighborhood will
get the attention of other investors.

Combining HOME with other sources to
undertake a comprehensive effort. In some
neighborhoods that have suffered from years of
disinvestment, investing HOME funds first might
seem like a risky proposition to a prudent PJ that
wants to invest its scarce HOME funding for
maximum impact. When neighborhood needs
are multiple and are so significant that a HOME
investment might not have a strong enough
impact to interest other investors, PJs might
consider identifying a range of resources to use
with its HOME funds and services to turn around
the neighborhood.

Using HOME to address spot blight. For
neighborhoods that are in the early stages of
decline, or those that have limited problems
within the neighborhood, HOME can be targeted

to specific blocks, or even specific properties
whose treatment will have a high impact on the
overall appearance of the neighborhood.

Regardless of the scope of the revitalization effort, be it
spot blight or comprehensive restoration, HOME is an
affordable housing resource that can be applied flex-
ibly to meet specific neighborhood housing needs. In
addition, the long-term affordability, property stan-
dards, and principal residency requirements imposed
by the HOME Program ensure that properties are
maintained and remain affordable for the long-term.
These features of the HOME Program are likely to
contribute significantly to the sustainability of most
revitalization efforts.

For more information on the HOME Program

HUD’s Office of Affordable Housing Program maintains a
HOME Program website at bttp://www.bud.gov/offices/
cpd/affordablebousing/programs/bome/. This site offers
access to a wide range of resources on the HOME
Program, including policy guidance on HOME require-
ments, tools for program implementation, online interac-
tive training in HOME basics and relocation, and
performance data for PJs and their stakeholders.

Overview of HOME Program
Requirements

PJs can undertake a wide variety of housing activities
with HOME funds. Before HOME funds can be used,
HUD requires HOME PJs to undertake a consolidated
planning process to assess local housing conditions
and needs and to design a plan of action to address
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those needs using HOME funds and other resources.
Activities funded with HOME funds must benefit low-
and very low-income persons. In addition, housing
assisted with HOME funds must be maintained as
affordable housing for a specific period of time. The
HOME Program regulations can be downloaded from
HUD’s HOME Program web site at
bttp://www.bud.gov/offices/cpd/affordablebousing/
lawsandregs/regs/index.cfm.

Planning Housing Activities

HOME PJs are required to complete and submit a
Consolidated Plan for HUD approval. The process of
developing a Consolidated Plan requires the participa-
tion of citizens and service providers alike, emphasizing
the “partnerships” in HOME Investment Partnerships
Program. The consolidated planning process can be
used to focus a community’s attention on those areas of
greatest housing need and can assist the PJ in estab-
lishing the parameters of the target neighborhood and
the scope of activity that will be undertaken there. This
planning process presents opportunities for communi-
ties to consider how affordable housing strategies can
reinforce a range of neighborhood revitalization goals
and priorities, including economic development,
community development, and service priorities—and to
determine how the PJ’s use of HOME funds fits into this
broad coordinated strategy.

Eligible Activities

Any neighborhood revitalization strategy will identify
the type of housing that is most likely to support the
neighborhood plan, meet the needs of the residents,
and be sustained in the long-term. With HOME funds,
PJs can undertake a wide range of housing activities, or
combination of activities, to support and develop
homeownership and rental housing in revitalization
areas, including direct assistance to homebuyers and
tenants, rehabilitation or new construction of housing,
and rehabilitation programs for existing homeowners.

Acquisition and Housing Development

PJs can use HOME funds to support the development
of rental or for-sale housing in a number of ways,
including through acquisition, acquisition and rehabili-
tation, or the new construction of affordable housing
for low-income occupants:
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* Land Acquisition. A PJ can acquire and clear,
or assist a developer to acquire and clear, land
for new housing construction or structures for
rehabilitation. Property or land acquisition that
is funded with HOME must support affordable
housing development that meets the HOME
requirements. HOME funds may be used for
acquisition of vacant land only if construction
will begin on a HOME project within 12 months
of purchase. Land banking is prohibited. This
use of HOME funds can be a valuable tool for a
PJ that is trying to assemble a concentration of
land and property for neighborhood revitaliza-
tion. However, the PJ needs to plan carefully
when acquiring vacant land, in order to meet the
12-month rule.

* Rehabilitation and New Construction. A PJ
can rehabilitate or construct new housing itself
or may work directly with private and nonprofit
developers or community housing development
organizations (CHDOs) to develop affordable
units. Reconstruction of housing is also
permitted.

* Acquisition of Property in Standard
Condition. PJs can target funds to assist buyers
in the direct acquisition of standard property,
typically offered by the private market. This
assistance can be in the form of direct assistance
toward housing, downpayment assistance,
and/or security deposit assistance. It can be
offered exclusively to buyers in a target
neighborhood.

PJs often finance homeownership development by
providing subsidies to the developer to lower the
developer’s cost of new homeownership housing
construction or housing rehabilitation. The developer
can then sell the home to low-income buyers at a
lower price than the cost to build the housing. This is
an important strategy in markets where development
costs exceed the market value of the developed prop-
erty. Usually this development subsidy is provided as a
grant or deferred payment construction loan to the
developer. If the property is sold at market value to
the low-income buyer, the development subsidy is not
considered assistance to the buyer and is not included
in determining the homebuyer’s long-term affordability
period, as described later in this chapter.



Direct Homebuyer Assistance

A PJ can help eligible homebuyers purchase standard,
existing, or newly constructed/rehabilitated affordable
homes by providing downpayment or closing cost
assistance, or by reducing the monthly carrying costs
of a loan from a private lender. The HOME Program
permits PJs to target direct homebuyer assistance
programs to specific neighborhoods. The American
Dream Downpayment Assistance Initiative, adminis-
tered through the HOME Program, provides an addi-
tional source of downpayment and closing cost
assistance for low-income first-time homebuyers, and
can also be offered to those purchasing homes in the
PJ’s target neighborhood.

For many potential homebuyers, the downpayment
and closing costs are one of the biggest barriers to
homeownership. Even homebuyers with sufficient
income for the monthly mortgage payment may have
difficulty saving enough money to cover these up-front
costs. The PJ can provide HOME funds directly to the
new homebuyer to cover downpayment and closing
costs, in the form of a grant or a deferred-payment
loan. A grant is the simplest type of assistance to
provide and is often required when the target popula-
tion is very low-income. However, because there is no
repayment, a grant is a more expensive type of subsidy
and may result in assisting fewer homebuyers. A
deferred-payment loan is also fairly simple to admin-
ister and allows the PJ to recapture funds at a later
point in time when the homebuyer is more established.

When a buyer cannot afford the monthly housing
costs, a PJ can use HOME funds to provide a second
mortgage to “close the gap” and make the home
affordable. With a second mortgage, a PJ provides the
funds that make up the difference between the first
mortgage (what the buyer qualifies for) from a private
lender, and the cost of the home. For example, if a
buyer qualifies for an $80,000 mortgage from a private
lender, but the cost of the home is $100,000, a PJ
provides a second mortgage for $20,000 to the buyer.

Second mortgages can be structured in a variety of
ways. The mortgage can be forgivable, thereby
becoming a grant if the buyer remains in the home for
a specified period of time (typically the period of
affordability), or if the property is sold to another low-
income family. Generally, if the owner sells the home
before the loan period is complete, the owner must
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repay to the PJ all or a portion of the loan. Many PJs
pro-rate the loan based on how long the owner owned
the home. For example, over a 5-year period, a loan
could be forgiven at a rate of 20 percent a year. This
financing is often called a soft second mortgage,
because the borrower does not need to make a
monthly mortgage payment for the loan amount. A PJ
can also use HOME assistance to “buy down” the
interest rate on the first mortgage from the private
lender; this results in a lower mortgage payments.

For more information on HOME-funded homebuyer
programs

For more information about using HOME funds for direct
homebuyer assistance, see the HOME model program
guide Fitting the Pieces Together: Using Private and Public
Financing Tools with HOME-Assisted Homebuyer
Programs. HUD-2003-14-CPD. For information on
obtaining this free guide, visit the HOME Program, HOME
Model Program Guides, at bttp://www.hud.gov/offices/
cpd/affordablebousing/library/modelguides/index.cfm.

For more information on HOME-funded rental
programs

For more information about using HOME funds to
develop rental housing, see the model program guide
Financing Rental Housing Under the HOME Program:
Second Edition. HUD 1794-CPD. For information on
obtaining this free guide, visit the HOME Program, HOME
Model Program Guides, at bttp://www.bud.gov/offices/
cpd/affordablebousing/library/modelguides/index.cfm.

For more information on the American Dream
Downpayment Assistance Initiative

The American Dream Downpayment Assistance Initiative
(ADDI), administered through the HOME Program,
provides downpayment, closing costs, and rehabilitation
assistance to qualifying first-time homebuyers. For more
information, visit the HOME Program, American Dream
Downpayment Assistance Initiative at
bttp:/fwww.bud.gov/offices/cpd/affordablebousing/
programs/bome/addi/index.cfm.

Homeowner Rehabilitation

HOME funds may be targeted to assist existing home-
owners with the repair, rehabilitation, or reconstruc-
tion of owner-occupied units within the jurisdiction or
a specified neighborhood. Whenever HOME funds are
used for rehabilitation, the work must be performed
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according to the PJ’s written rehabilitation standards
and the unit must be brought up to the applicable
state or local code. If a state or local code does not
exist, the unit may be brought up to the standards of
the national model codes." Special purpose home-
owner repair programs, such as weatherization and
emergency repairs, are generally not eligible under the
HOME Program. These types of repairs are eligible,
however, when undertaken in the context of bringing
the unit up to code and into conformance with the
rehabilitation standard. PJs can target homeowner
rehabilitation programs to meet the needs of specific
neighborhoods.

Loan Guarantees

A PJ can invest HOME funds to guarantee loans (single
loan or pool of loans) made by private lenders, and, if
required, establish a loan guarantee account.”? The
amount of the loan guarantee account must be based
on a reasonable default rate, and cannot exceed twenty
percent of the outstanding principal balance of the
guaranteed amount. In declining areas, this source of
credit enhancement may be needed to spur private
investment.

Lease-purchase

A PJ can support lease-purchase arrangements to assist
households at the lower end of the income range by
helping them accumulate downpayments while
building ownership skills. Homebuyers must qualify as
low-income when they execute the lease-purchase
agreement, and they must take ownership within 36
months thereafter (or within 42 months of project
completion).

Tenant-based Rental Assistance

HOME can be used to provide direct assistance to
tenants for rental assistance, or security and/or utility

deposit assistance. HOME tenant-based rental assis-
tance (TBRA) is provided to tenants for renting the
housing of their choice anywhere in the PJ’s bound-
aries, or outside its boundaries, if the PJ permits.
TBRA programs cannot restrict tenants to specific
target neighborhoods. In practice, however, if a revi-
talizing neighborhood offers newly developed, stan-
dard rental housing that is more attractive (and
therefore more competitive) than other units in the
market, the neighborhood may attract many house-
holds assisted with TBRA. This could provide a fairly
steady and reliable stream of rental funding.

PJs have some flexibility to design TBRA programs to
meet local needs, and PJs can give preference to
persons who are displaced by redevelopment activities.

Eligible Costs

PJs must use HOME funds only for eligible costs associ-
ated with the HOME-assisted units. These costs are
detailed in Exhibit 4-1, and include standard housing
development hard and soft costs, as well as relocation,
and on-site infrastructure costs.

It is important to make note of a few cost issues
related to relocation, on-site infrastructure, buyer
education and counseling, and acquisition related
costs that might occur more frequently in a neighbor-
hood revitalization program than in a more typical
affordable housing development:

Relocation costs. Relocation costs are eligible for all
units in a project that are assisted with HOME funds,
including the costs related to relocating households
whose incomes exceed the HOME i