Revitalizing
Distressed Older
Suburbs

Kathryn W. Hexter
Edward W. Hill
Brian A. Mikelbank
Benjamin Y. Clark
Charles Post

November 2011

WHATWORKS ~ Cleveland Stare
COLLARORATVE @) miversity

Building Knowledge & Sharing Solutions College of Urban Affairs
for Housing & Urban Policy




Acknowledgments

TheWhat Works Collaborativis a foundatiorsupported research partnership that conducts timely

research and analysis to help inform the implementation of an evidéased housing and urban policy
F3ASYRFE® ¢KS O2tftlF 02N 0AQS O2yairaida oolitanBaicg NOKSN
t NEIANI YZ | I NBFINR ! YAGSNEAGEQa W2Ayd / SYdSNI F2NJ |
wSFt 9adGdFrdS FyR I Nbly t2fA08z IyR G4KS ! Nbly Lyai
Communities, as well as other experts frpnactice, policy, and academia. Support for the collaborative

comes from the Annie E. Casey Foundation, Ford Foundation, John D. and Catherine T. MacArthur
Foundation, Kresge Foundation, Rockefeller Foundation, and Surdna Foundation.

Nz
2
A

The authors acknowtige the support of the Urban Institute and wish to particularly thank Mary
Cunninghanand Chris Narducedf the Urban Institute and Alan Berube and Jennifer Vey of the
Brookings Metropolitan Policy Program, whose insights and guidance contributed tegbis. Many

thanks as well to the staff in the Office of Policy Development and Research at HUD for their helpful
guidance in designing the methodology and feedback on the selection criteria for the case study cities.
We are also grateful to Karen Majeviisklayor ofHamtramck Michigan,and Jeremy NowalRresident

of The William Penndeindation, for his insights regarding most distressed suburbs.

Special thanks go to the many people we interviewed in each of the case study cities. We visited each

city for two to three daysand met with city officials, planners, academics, developers, observers, and
others.They took the time to welcome us and to share their own honest and expert assessments of the
strengths and the challenges faced by their cities. Téaeful review of the case study drafts and their

feedback was crucial in our efforts to get the story straight. We would especially like to thank the Mayor

and City Manager of InksteMichigan,and the Mayors of Chester, Pennsylvania, East Clevelanal, Ohi

and Prichard, Alabama. We were inspired by their passion for their cities. Like us, they are interested in
GoKFEG g2Nla¢ Ay (KS K2LJS 2F LINPGARAY3I KAIK ljdzr £ A
future.

We would also like to thank otnwo graduate students who did much of the background research for
this project, Ashley Shaw and Jason Russell.

The views expressed here are those of the authors and do not necessarily reflect the views of those
funders listed above or of the organtimns participating in the What Works Collaborative. All errors or
omissions are the responsibility of the authors.



About the Authors

Kathryn Wertheim Hexterdirector of the Center for Community Planning and Development, joined the
Levin College ofdan Affairs in 1986. A planner and public policy analyst, Ms. Hexter has over 25 years
of experience in the areas of housing and community development, neighborhood development, and
regional collaboration. She has worked extensively with federal, statelaral governmental,

philanthropic, and nosprofit organizations.

She is caeditor of the bookThe New American City Faces Its Regional Future, A Cleveland Perspective
(Ohio University Press, 2000) andautthor of Public Utilities and the Poor: Riglasd Responsibilities
(Praeger Publishers, 1985).

Ms. Hexter holds a bachelor's degree from Washington University in St. Louis, 1976 and &master
degree in City and Regional Planning from Harvard University, 1978. She is a graduate of the 2003
Rockwood Leadership program and the Foundations and Frontiers in Appreciative Inquiry workshop at
the Case Weatherhead School of Management, 2004.

Edward W.(Ned) Hillis the Dean of the Maxine Goodman Levin College of Urban Affairs at Cleveland
State University. He is also a Nonresident Senior Fellow of the Metropolitan Policy Program at The
Brookings Institution and a Nonresident Visiting Fellow of thatinetof Government Studies at the
University of California at Berkeley though his membership in the MacArthur Foundation's Research
Network on Building Resilient Regions.

Hill is author of two books, eeditor of five books, and author of over 90 antig] book chapters, and
columns. He was a lead in the Deloitte Consultigveland State University team that wrote Industry
based Competitive Strategies for Ohio: Managing three portfolios in 2005 and Manufacturing
Pennsylvania's Future in 203@hio's Cmpetitive Advantage: Manufacturing Productivity was released
in 2001. Ohio's Competitive Advantage has been credited with starting-gdarestatewide

conversation that resulted in fundamental business tax reform in the state of Ohio. The Cincinnati
Enqurer referred to Hill as the "godfather of tax reform" in the summer of 2005.

He earned hi®h.D.in both economics and urban and regional planning from the Massachusetts
Institute of Technology in 1981 and he is a resident of Lakewood, Ohio.

Benjamin Ghrk joined the Levin College faculty as an Assistant Professor in 2010. Dr. Clark earned his
Ph.Din Public Administration in 2009 from the University of Georgia. His teaching and research focuses
on public budgeting and administration. He came to Clewaatate University from a career in public
service. Prior to his appointment at the Levin College of Urban Affair€labic.worked as a budget

analyst for the Unified Government of Athe@$arke County (Athens, Georgia). He has previously

worked in a Wahington, DC based public health consulting firm (Futures Group International) to assist
foreign governments, multilateral organizations, and NGOs in the development and implementation of
HIV/AIDS and reproductive health programs. He is also a former Beaps Volunteer in the West

African nation of Senegal.

Dr. Clark has been published in the Journal of Policy Analysis and Management, Policy Sciences, Public
Administration and Development, Science and Public Policy, the Journal of Technology Tradsfer, a
AsiaPacific Population Journal.



Brian A. Mikelbankis an associate professor of Urban Studies in the Maxine Goodman Levin College of
Urban Affairs at Cleveland State University. He is an urban geographer with varied interests in
quantitative spail analysis. His recent research focuses on the spatial analysis of metropolitan housing
markets and dynamics of urbauburban change. Brian teaches classes in housing analysis, quantitative
and spatial data analysis, urban geography, urban developragdturban geographic information

systems.

CharksPosthas been a Project Manager / Research Associate in the Maxine Goodman Levin College of
Urban Affairs at Cleveland State University since 1992. Previously, he was a Policy Analyst at The Center
for Regbnal Economic Issues (REI) at Case Western Reserve University, a Research Analyst at
Mathematica Policy Research (MPR) in Washington, D.C., and a Policy Analyst in the Department of
Energy (DOE).

Post earned a B.A. in Economics and Math from Earlhamg€pdea M.A. in Economics from
Washington University, and an M.S. in Public Policy and Management from Cavtedigie University.



Contents

EXECULIVE SUIMIMALY......eeiieiiie ittt e e e e e e e e e e e e e et e e e e e e b b e e e e e e e e e anbrnreeeeeeeaan 1
Revitalizing Distressed Older SUDUIDS ..........ooiiiiiiiie e 5
Y T=]1 g oTe (o] (o VPP PP PP PP PPRRPPRO 6
Demographic Characteristics of Case StUdY CIlES......cccccuiriiiiiiiiiiiiiiirreeereer e aeeaaeae e e e 8
Fiscal Characteristics 0f Case StUdY CILIES.........uuuiiiiiiiiiiieriiiiiirr e 10
Lessons from FOUr SUDUIDS.........ooo e e e e e e e e e e e e e e e e 13
[ oo 0 4] 0 0= 00 F= 11 0] o L= U 27
ApPPENiX A. LItErature REVIEW. ... .uuuiiiiiiiiiiieiieieeeeeiee e et e e e e e e e e e e e e e e et e e e e e e e s s e s s s e e e e aareaerereeeees Al
Appendix B. Methodology and Bucket Tahles...........uuuiiiiiiiiiiiiiiieiiceiec e, B.1
APPENTIX CCASE STUAIES .....eeeieieiiiiiiii e e e e sttt e e s e e e e s e e e e e e s st b et e e e s aannb e e e e e e e e annreees C.l1
= Y RO 23V L<] = T IR ] 1T C.1
1] &S (=T g o oo = T PP C.23
Chester, PENNSYIVANIA............ccoooi e e e e e e e e e e e e e e e e e e e e C.38
Prichard, AlADAMAL..........uoveeeieee ettt e e e e e e e r e e e s e e einre s eranneernnneeen 5O
AppendixD. Comparative FInancial ANAIYSIS............uviiiiiiiiiiiiicee e D.1
Financial Condition of East Cleveland, Qhi0.............occuiiiiiieiiiiiie e D4
Financial Condition of Inkster, MiChigan.................cccc i D.10
Financial Condition of Chester, Pennsylvania...............cccccccei it D.15

Financial Condition of Prichard, AlaDama............oooueeeioe e D.22



Executive Summary
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suburbia. Poverty, unemployment, foreclosures, populationdgssnderfunded or failing

schools, inadequate public serviced8 K S & QNB T I {iana ofgedplelivingtnS T2 NJ Y

distressed, older suburbs across the United States.
But what can be done about thistow can thdederalgovernmenthelp?
What works?

This reportfocuses on predominantly minority suburbs of older, large industrial cities,
communities that once were thriving but are now severely distressed and have limited
capacities to respond to increasing needs.

It supplements census information withdeeper understanding of the underlying forces
shaping distressed, older suburbs. It atemtributes toa growing body of literature on

suburbia in general and on older, inAgng suburbs in particular. While much has been written
about the deleteriougffects of living in concentrated poveriy central citiesvery little
researchhasexaminedthe problem in distressed suburbs.

The research behind this reparbnsisted of
e areview of literature on the topic (appendix A),
¢ identification of the mostdistressed suburbs in the United States (appendix B), and

¢ in-depth case studiesncluding site visits and interviewamd fiscal analysesf four
most-distressedsuburbs(appendices C and D).

Our hope is that understanding what works and what does not wotke four case study
cities will helpinform the federal policydiscussion about how besb position distessed
suburbs for the future.

Methodology

We started witha database odll cities and villages in thenitied Sateswith populations of at
least2,500 in the year 20Q@&xcluding small central cities that were parts of larger
metropolitan areasThese 4,066 suburbs were scored on three indicators of digtrpeserty,
unemployment, and foreclosure rates. One hundred seight suburbs hadn-scorevalues

l.fl
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Those 168 suburbsjustered unevenly in all nine census divisions, were hon2900to 4.1
million people.

The four case study cities were selected from those trtbstressed suburbs that had majority
nonwhite populations and older housing stock and had lost population from 1980 to 2000. We
selected two cities from regions with slegvowing economies and two from regions with fast
growing economiestwo that wereU.S. Department of Housing and Urban Developn{etiD)
direct entittementcommunities and twahat were not.

Case Study Cities

The suburbs studied weis follows:

e East Cleveland, Ohi@opulation: 17,843), e of the first and once one of the most
prestigious suburbs of Clevelandith a reputation for good government, low tag
goodmunicipal servicesindgood schools. Today, most®fl a & / ft8&&Sft I Y RQA
generating industries are gone; large pockets of housing stock are substandard,
abandoned, and varadized;and the school system earns a low grade in the state
ranking system. The city has lost 55 percent of its population since TAi@-seven
percent of residents hdiincomes below the federal poverty levial2010

¢ Inkster, Michigan(population: 25369), a suburb of Detroit with close ties to the
automobile industry. Inkster is better off financially théoe other cities in this study; as
of June 2011, it wathe only one with a credit rating. Bitthas lost 3 percent of its
population since 1970and is budget, while balanced, is limited. It has high rates of
poverty, unemployment, foreclosures, and vacancisblic safety is an issue.

e Chester, Pennsylvanigpopulation: 33,972), the oldest city in Pennsylvaailaout
midway between Riladelphiaand Wilmington, DelawaréChester has been hit hard by
the recent recessiorforeclosuresanda continuing los®f black middleclass families.
Its population has dropped by 40 percent since 1974 need for job opportunities is
enormous.An estimated5 to 30 percent of the housing stock is substandartt an
estimated 29 percent is public publicly subsidizedl'he school system is one of the
most troubled in the nationThe city is, however, beginning to rebuild its tax base.

e Prichard, Alabamgpopulation: 22659), asuburb of Mobileand, 50 years ago,
Lf Lol YI Qa f PrithBErékageertudderdzNdnee fiscal stress for decadas.
Septenber 2009, ibbecame the first city in the country to default on its pension
payments to retirees. It was ibankruptcy several years ago and has tried unsuccessfully
to place itself imbankruptcy againTaxdelinquent properties are an enormous problem,
buttheOA G & Oty dllect. LikeTha dthier three cities, Prichard has lost much of
its populatiort 42 percent since 1970.



What Works?

The report includes discussions of lessons learned from the four cities on housing and
community development, concentrated poverty, trust in government, anchor institutions,
education, local government capacity, regionallaboration, and state programs. We also
describe some successes and hopeful steps forward that we found amid the many challenges
these communities face:

¢ The quasgovernmental Chester Economic Development Authd@DAhas enabled
Chester to implemetneffective management practices and to retain consistent ong
term leadership that is somewhat insulated from city politics. CEDA played a key role in
recentriverfront developmentn Chester.

e t NAOKI NRQ& K alsizingulitad sonuziihitZrondigipalitics,hasbeen
redeveloping parts of the city and has generasederal income streams from its
homeownership andhousing development programs.

e State programs and investments have benefited Chester and Inkster. Chester took
advantage of Pennsylvania state investments and legislation that offers tax abatements
and other incentives to develop its riverfront with a casino, soccer stadium, office
building, and waterfront park. The state located a prison in Chester, a move that created
397 jobs. Inkster took advantage of state laws and created a Downtown Development
Authority to spur development and a Tax Increment Finance Authority to prevent
unemployrent and urban deterioration and promote economic growth. The state also
gl a AYyaaNdzySyalrt Ay RS@OSt2LIAYy3 + bup YATLA
dormant downtown, and a state emergency financial manager brought needed
improvements to the sabol district.

e Anchor institutions have stepped forward and are working with Chester and East
Cleveland.

e Chester is rebuilding a publarivate leadership groupnd capitalizing on a new culture
of collaboration and trust that enables it to tap leaders from anchor institutions and the
private and nonprofit sectors to move the civic agenda forward.

e The city manager form of government seems to serve Inkster \sedlfy.

e East Cleveland leaders see regional collaboration as a way of saving money. The city has
reached agreements with other governmental entities to take over its water
department and maintenance and repair of its sanitary sewers. Other agreementmare
the works.



Recommendations

» Regionalize, repurposeestructure. Even if these cities, and others like them across the
country, did everything right, they would still be in precarious fiscal situatigvie
recommend deep changesegionalizing, repurposm and/or restructuring Most
distressed suburbBave assets. In every case we examined, these assets appear to be
properly valued at a very low level, given the current context of their location. However,
changing that context can substantially increalseit fiscal and social value. This is a
longterm undertaking. In the shorter term, cities caansider regional service delivery,
regional government, annexation, amestructuring city governmenfrhis may mean
that some of them will no longer exist ihg same form they do today.

e The kderalrole. Officials in all four cities offere@commendationgo make HUD
programs more effective, including allowing cities greater flexibility to spend HUD
dollars in ways that meet their most pressing needs and sttpgconomic development
projects.We agree thatmplementing these recommendians would bring
improvements but none goes far enough.

These suburbs need to build their capacitiesccomplish significant structural change.
The federal governmentan helpby

— bringing in contractors or loaned executives to help the communities repurpose
or restructure,

— partnering with states to provide incentivésr citiesthatn§ SG a 32 2 R A
A2OSNYYSYyGé ONRGSNRAIFS AyOfdzRAY3IS F2N SE
ongoing pult safety will be provided in any federally supported development
project,

— providing technical assistance on municipal management pragtices

— developing model legislation for states on reasonable ways to restredity
operations and finances,

— protectinghistoric investmengin the communities, and

— creating crossagency partnershipthat provide leverage points and
opportunities for federal/state/local funds.



Revitalizing Distressed Older Suburbs

Cities and their regions are dynamic, continuously exglylaces. American suburbs are a
relatively new phenomenon in the history of places of urban settlement, although some are
more than 100 years old. As some of the earliest suburbs, especially those of older
northeastern and midwestern cities, enter theecond centuries, they are experiencing
dynamics more typically associated with central cities.

The full release of 201@nsus data will provide a snapshot of these suburbs. It will identify

population and demographic trends and describe housing, heatftd economic indicators at a
point in time. The numbers will be used to determine federal and state funding for needed

programs.

This study supplementhe census information with a deeper understanding of timelerlying
forcesshaping these suburbs,any of which are losing population to newer suburbs and, with
that, facing the possibility of losifgrmula-based federal funds. Designing the appropriate
federalpolicy response to help position these distressed suburbs to thrive in the next century
will require a more detailed, finegrained understanding of the dynamics they faltés hoped
that understanding what works and what does not work in these four plaaasnformfederal
policy responsg to better position distressesuburbs to meet the cHeenges otthe future.

The focus i®n distressed, predominantly minority suburbs of older, large industrial cities.
These placesncewere thriving communities but are now characterized by high rates of
poverty, foreclosure, unemploymeyand populationoss; limited tax bases; underfunded or
failing schools; anthadequatepublic servicesOther types of suburbs likely face many of these
issues as well and thmethodology developed for this analysis could be applied to identify
other types of older sulnbs for comparative analyses.

The research project addressed three basic questions:

e Which are these distressed, older suburbs? Based on our analysis, 168 suburbs and
small cities were identified as most distressed, and four suburbs were selected for case
studies. These suburbs receiveediepth analysis, including site visits and intevwse to
provide sufficient context in which to identify best practices and unmet needs.

e What works? A literature review of research on older suburbs was conducteelpas
identify national, state, locand foundation programs and strategies that haverked
in these suburbs and to understand what made the programs succesbtiliterature
review can be found in appendix A.

e 2KIGQ&a LI2aaArofSK 2KIFEG ySSRa G2 0SS Ay@SyiaSR
and the new but growing body of literaturenalder, distressed suburbgie identified
common public policy, socjand economic issues faced by severely distressed suburbs.



This analysis points to how well current programs are working in these suburbs and
suggests some federal policy options taleess unmet needs.

Methodology

This project focuses on suburbs that once were thriving but are now severely distressed and
have limited capacity to respond to increasing needs. Three indicators were used to analyze
how distressed each suburb is: poveréye, unemployment rateand foreclosure raté.

To identify these suburbs, we started with a database of all cities and villages in the United
States with populations of at least 2,500 in the year 2000, excluding small central cities that
were part of larger metropolitan areasa total of 4,066 suburbsFor the purposes of this study,
GY2aid RAAGNBAaaSR¢ arzvaeENdlies abdveNIS foil éachdf$he thleed A v 3
indicators of distress: poverty rate, unemployment rate, and foreclosure rate. (For a detailed
discussion of the methodology, seepgmdix B.)

Using amm-score threshold of 1.5 yielded 168 suburbs, or 4 percent, as most distressed from
the initial pool of 4,066. These 168 suburbs represented a total population of 4.1 million in
2000, which is 6 percent of the total suburban populatadr68.3 million in our sample

The contexts in which tise suburb®perate are likewise variedlepending orsuchfactors as

the age of the suburlts economic and demographic history, and otivariables To better
understand the different contexts mwhich they operatedye sorted the 168 mostlistressed
suburbs bypopulation and economic trendsTable 1 illustrates the six different types of places.
The economic trends are captured in the two rows of the ma8iurbs were classified in one
of two groups of regional economies:

e ACKINR g UKE 00G2LI NPgOY ¢KS NBIA2YyLFE SO2y2Ye
overall median rate of growth.

e G{f2MP SKE 60200G2Y NRBOY ¢KS NBIA2yLE SO2y:
overall median rate of growthgr the regional economy declined.

It was expected that modlistressed suburbs in regions with fagbwth economies might
show some benefit from theegionalgrowtht a rising tide lifting all ships. Conversely, most
distressed suburbs in regions with slkgnowth economies might face additional challenges.

Regional economic trends were measured usmgcore values for inflaticadjusted
percentage change in gross domestic product (GDP) per capita from 1980 fof@00@
core-based statistical area€C83) in which the suburb is located. (2009 GDP was used to
capture any impact from the recession.)



Population trends from 1980 to 2000 are captured in the three columns of the matrix: absolute
population loss, slow populatiogrowth (below the median rate)and fast populatiorgrowth
(above the median rate).

Table 1. MostDistressed Suburbs Classification by GDP and Population Change

Population Change, 1982000
Population growth but Population growth above

Absolute below the median (negative the median (positiven-
population loss m-score) score)
M-score for Bucket 4 Bucket 5 Bucket 6
inflation-adjusted  + (n=40) n=7) (n=16)
% change in GDP (Pop. = 875,757) (Pop. = 305,860) (Pop. =111,531)
per capita, 198 Bucket 1 Bucket 2 Bucket 3
2009 - (n=26) (n=13) (n=76)
(Pop.= 339,509) (Pop. = 258,598) (Pop. =2,182,583)

Note: Total suburbs = 168, total population = 4,073,838.

Detailed information about the suburbs in each bucket can be fouragpendix B

Of the six groupings, by far the largest number of sub(res or 45 percentwasin bucket 3.

All these suburbs are in four states: California (58), Texas (8), Arizpaad¥)lorida (7). Each
of these suburbs is likely growing because of immigrataindin a region experiencing belew
median growth in per capita GDP.

The secondargest number of suburbill into bucket 4, which represents suburbs in fast
growth economic regions but with absolute losses in population.

We were most interested in arsall subset of distressed suburbs, those withjority (more

than 50 percent) nonwhite populations and older housing stock (median year housing built
1968 or earlier). Thiurther narrowed our pool t®5 suburbsWe decidedo further narrow

our focus tothose mostdistressed suburbs that had lost population from 1980 to 2000, which
limited the selection to buckets 1 and The four case study cities were selected from those
most-distressed suburbs thatere majority minority, hd pre-1968housing stockand had lost
population from 19800 2000.

Selecting Case Study Cities

In consultation with the project partners, wselectedtwo cities from regions with slow
growing economies, one a direct entitlement community and one not, and two from regions
with fast-growing economies, one a direct entitlement community and one not.

Cities in slowgrowing economic region$&icket 1):

e East Cleveland, Ohio (U.S. Department of Housing and Urban Development [HUD] direct
entitlement)
¢ Inkster, Michigan (nonentitlement)



dties in fastgrowing economic regiondcket 4):

e Chester, Pennsylvania (HUD direct entitlement)
e Prichard, Alabama (nonentitlement)

DemographicCharacteristics of Case Study Cities

We used he Neighborhood Change Database (NCDB),cZD: to provide a background

data analysis for each case study suburb and to compare each suburb with the other suburbs in
its cell of the matrix. The NCDB provides data from the 1970 through the 2000 censuses at the
census tract level. Census tract data waggregated to municipal boundaries and then

reported for each case study city and summarized for each grouping or bucket. Because there
could be aggregation issues going from the census tract geography to the municipal geography,
we used these data simpfgr broader context and comparison, and the numbers reported

should be considered approximations.

Bucket 1East Cleveland, Ohio, and Inkster, Michigan

All cities in this grouping experienced absolute population loss between 1980 and 2000 and
were in regons that hadslow economic growth (negative-scores based on inflatioradjusted
percentage change in GDP per capita between 1980 and 2009).

Total population.Both East Cleveland and Inkster have larger populations than the average
within this group, buboth have been losing population consistently since 1970. The rate of
population loss is roughly on par with the group as a whalkghtlyfasterin East Cleveland,
slightlyslowerin Inkster.

Race.Taken together, the average racial composition for alusbs in this group is roughly 80
percent blackand 20 percent white. East Cleveland and Inkster differ substantially from this
profile. East Cleveland is 94 percent black (a more than 60 percent increase since 1970) and 5
percent white (a nearly 90 percedecrease since 1970). In 200€ss than 1 percent of East

/| £t SPStETYRQA LRLMz FGA2Y 61 & | A&aLI yAOod

Inkster, on the other hand, was 26 percent white in 2000 (a more than 50 percent decrease
from 1970 to 2000) and 69 percent black (a more than 55 perocergase from 1970 to 2000).
LYlaadSNRa | AaLlyAO LRLMzZ FGA2Y ¢ & NRdAzZIKE & H
Age.While neither city diffes considerably on the percentage of population who are elderly or
children (within &4 percent of the bucket averag of 11 and 30 percent, respectively), their

rates of change differ from each other and from the average. For the suburbs in this treup,
elderly population has increased 14 percent since 1970; in East Cleveland, it increased 24
percent, and in Inksteiit increased 117 percent. Since 19# average percentage of the
population age 18 and under for this grobpsdecreased 15 percent, bittdecreasednly 3

percent in East Cleveland and 28 percent in Inkster. Inkster is clearly gaining eldedgiagd |
youthresidentsat much greater rates than East Cleveland drelbucketaverage.

LJ



Femaleheaded familiesThe case study suburbs also differ from the grounphe sharesof all

households with children that are headed by females. The average f@lselburbs is 60

percent, whereas East Cleveland is 65 percent and Inkster is 50 percent. This figure is increasing
faster than the average in both cases.

Poverty.9 I &G / f S@St | yRQa LizaiesSaidisightly Ghithin & feRReéhiNdbdve LI2 @S|
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poverty rate (versusanaverage of 31 percent) and 13 percent elderly poverty rate (veasus

average of 20 percent). Both cities have lower percentages of housefealeising public

assistance than the average, with Inkster at 17 percent, East Cleveland at 22 pancktiite

average at 25 percent. The rates in both citleswever,have grown dramatically since 1970.
Unemployment.Inkster has a lower unemploymerdte than the bucket average (10 percent

versusl4 percent), and the rate has grown more slotrign averagesince 1970 (67 percent

versus 88 percent). The opposite is true for East Cleveland. Its unemployment rate, 15 percent,

has grown 208 percent sind®70.

Owner-occupied housinglnkster has a higher percentage of owrmacupied homes (54

percent) than the average (40 percent) or East Cleveland (30 perdbate percentages

however, might have changed dramatically since the beginning of the hotissig)

Bucket 4Chester, Pennsylvania, and Prichard, Alabama

All 40 suburbs in this grouping experienced absolute population loss (simbacket 1) but
were in regions with fast economic growth (positivescoresfor inflation-adjusted percentage
change in GDP per capita from 1980 to 2009).

Total population.Chester, with a 2000 population of 36,854, and Prichard, at 28,050, are both

larger than the average population for the suburbs in this group. The rate of population decline

from 1980 to 2000s similar to the averag@0 percenj: 35 percent in Chester and 29 percent

in Prichard. Since the average city is much smaller, these rates of decline, while similar, actually
mean much larger absolute population losses for the case study cities.

Race (hester and Prichardre similarin the diversity of their populationt® the other suburbs

in their group.In 2000, Chester was 19 percent white, and Prichard was 18 percent, while the
F@SNI IS g1 a mop LISNOSYGod / KSaild KNINR Qaf od1a  LdmLIdzS
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are losing white population at rates very near tmean of 64 percent.

The average percentage of Hispanic residents in this gedopy, at 1.4 percent. Prichard ba

less than 1 percent Hispanic population, while Chesteb¥ percent. Both case study cities

have larger increases than the average, tlyhu200 percent for Prichard and nearly 300

percent for Chester, versus the average of 131 percent. In absolute numbers, however, these
percentages still translate to very small Hispanic populations in 2000: 187 in Prichard and 2,003

in Chester.

Age.Both case study citiebavetypicalshares of elderly residents and youthith less than 1

percent differences from the mean on either variable for either city. The change in the elderly
population in both citieshowever differsfrom the average. Since 1970¢ average increase in

9



percentage of elderly for the groupas beer26 percent. In Chesteit was only 14 percent,

while in Prichardit was 59 percent.

In Chester, theshareof population age 18 and under decreased 13 percent, a rate very close to

the average. Theharein Prichard decreased 23 percent.

Femaleheaded familiesTheshareof households with children that ateeaded by females

similar to the average in bottities. But, between 1970 and 2000, theroportion of female

headed families grew substantially by an eage of 156ercentfor all cities in the bucket,

including Prichargit grew more slowly in Chesteat 122 percent.
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higher than average, at 34 percent. Additionally, elderly povisriyreater than average (17

percent) in both Chester (22 percent) and Prichard (25 percent)shdeof households

receivingpublic assistances slightly below the average in both cases, while the growth in this
percentage in botltitiesg & ¢St f 6St2¢ GKS I dSNIF3IS 2F wmnt L
LISNOSY G YR t NAOKINRQa o6& cy LISNOSyGo
Unemployment.In Chester, unemploymems roughly 2 percent higher than the average; in

Prichard, unemployment and its growéine comparable to the averages for the group as a

whole. Unemployment in Chester grew faster than average (222 percent versus 155 percent).
Owner-occupied housingThehomeownership rate in Chestesless than average (41 percent

versus 48 percent), but the rate in Prichasdgreater than average, at 53 percent.

FiscalCharacteristics of Case Study Cities

I FAaOlf Fylfteara g+ a R2yAScrigidgns @thed Knar@iali @ Qa4 FAY
conditions can be found inppendixD.) Chester, East Cleveland, Inkstmd Prichardace
financialchallengecommon tomany aging innering suburbsThese challenges are

compounded byhistoriesof mismanagement in East Cleveland, Chested Prichard.The city

manager form of government in Inkster seems to have somewhat insulated that city from the
management issues.

The common size ratio, which measutee amount of cash on hanelativeto total assets

was usedo comparethe four cities. As Figutkillustrates, thegovernmentsof the four cities

have differing scopes of involvement in their communRigghisdifferencecouldstem froma

desire for a more limited government &nom being vastly underfundedt also illustrates the

trends in the size of governmental funds for eadiihe Great Recession has not only hit people
across the country over thgast three years, but also has been a great hardship for many local
governments. Theeclines of the common size ratios of both Chester and Inkster are very likely
linked to the broader decline in the U.S. economy.
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Figurel. Common Size Ratio for All Governmental Funds, Case Study Sitesg@®05
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Note: Data points for Pricharbefore 2007 have been excluded because the city changed how it accounted for its
assets in 2007. The new accounting provides an accurate record of its assets, while the old system did not.

A closer look at the four cities reveals thiichard has very little chson hand, particularly
compared withits total assets. Inkster has a much smaller collection of assets in its
governmental fundshan Prichard, buit has nearly twice as much cash on hand as Prichard.
This means that Prichard will likely have more astetaaintain and pay for over time but very
little cash to pay for them. Meanwhile, Inkster has a smaller array of assets to maintain but
sufficient cash to cover those expenses.

We also looked at the General Fund Balance per capita, which is a barorhtteragailable
financial resources in a governméhfigure2 clearly demonstratethat Chester and Inkster

are in better shape financially than East Cleveland and Prich@ing financial situations for

East Cleveland and Prichard are unsustainabtgh &e near or below zero dollars fund

balance perresident Of S NJ aA3dy GKSasS Gé2 OAGASEA | NB
numbers are actually much worse than reported because the city stopped paying its retirees
pension benefits in 2008nd only recently restarted those paymentoth cities require
significant overhauls of their operations. Prichaedentlyfiled for bankruptcy, but was denied.
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Figure2. General Fund Balance per Capita, Case Study Sites,¢2905
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None of these cities is in good financial condition, even if some are in better shape than others.
It is fair to say that East Cleveland and Prichard have the most systemic financial and budgetary
problems. Three of the four cities are in or have beeroime form of fiscal emergency in the

past decadeonly Inkster has thus far avoided such a status.

Unfunded longterm liabilities, such as pensions and other pestployment benefits (OPEB),

are hitting allfour cities hard. Digging out of the holes thestes face will be their biggest

longterm challenge to surviving as distinct political entities. Chester has a huge hole to dig out

of, with an unfunded OPEB liabiliy$114 million and an unfunded pension liability of about

$27 million. East Clevelams an unfunded liability payable to the state pension system of
o2dzi bPmodn YAttA2Y | &SN F2N GKS ySEG nwp &St
adequately funded, but it has an unfunded OPEB liability of $27.8 million. And Prichard has an
estimated$17 million unfunded pension liabilitiput this estimate was generated in 2003 and

has not been updatedj 2 pbdsilkshe number is much larger. There is no evidence Prichard

has even estimated its unfunded OPEB to date.
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Lessons from Four Suburbs

A GNMYzf & K2LIS GKAa gAftf KSELI avyltf OAGASaA®E
T Hilliard Hampton II, mayor of Inkster

Members of the research team made site visits and conducted interviews with public officials
and other key stakeholders in all four case study cities. The detailed casesstan be found

in gopendixC andoffer a window into the dynamiforcesthat have shaped and are shaping
four of these suburbs. Tlyallustratehow each city iglealing with challenges on the ground

This section highlights the lessons learned frowa tase studies.

Raceand context

This studyfocuseson distressed, predominantly minority suburbs of older, large industrial

cities, some of which have special designations as direct entitlement cities. Special designation
entitles these cities toeceive community development block grant and Home Investment
Partnerships (HOME) money directly, without meeting the more typical 50,000 population
cutoff for this designationilt is the result of theso-calledStokes Amendmensponsored by the
Congressinal Black Caucus a@hioRep. Louis Stokes in the late 198Dsis designation was

made to address the challenges faced by these cities.

The presentday context in which the four suburbs operate is, to some extent, a legacy of the
racial prejudice anchstitutional (housing, employment, politics) rabased discrimination that
characterized many American citiesforethe civil rights movement. Then, at the same time
the civil rights act ended segregation and opened up housing and employment oppodunitie
for African Americanm the 1960s and 1970s, American manufacturing began its decline.

These forces combined to bring about rapid racial change in all four case studyAditiear

suburbs lost total population at a fairly alarming rate between 18i@ 2000, the same period

in which they underwent racial transitioh.y f @ / KSa (i SN & anltdesloddzt | G A2y f 2
between 2000 and 201@&ll have high poverty rateong withunemployment and economic
segregation. None of the four is benefiting from ingmaition.

Although the dynamics of white flight played out slightly differently in each city, all faced
challengesWe found stories of land grabs by neighboring white cities (Inkster and Prichard),
blockbusting (East Clevelandhd segregation in housir{g&ast Cleveland, Chester, Inkster,

Prichard) and workplaces (Chester, Prichard, Inksa3t Cleveland experienced what Keating
OFLffta GKS Ofl aaA0 arAy gl aAdyy §RSNMIDIOSE 48R ENBE  14°
black auto workers livedyaR / KS&a i SNRa aS3aINBIF 1SR aKALRIFNRA |
national debate about employment opportunitgrsus discriminationBoth Inkster and

Prichard experienced land grabsnkster by neighboring Dearborn Heights and Prichard by

Mobilet resulting in gnificant losesof tax base.
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These cities were clearffectedby race relations in the United Statésow stronglyrace

continues toinfluence developmenkt & f Saa Of SI N {2YS LIS2LX S 4SS
problems more as class discrimination, lgtothers see raal discriminatiorcontinuing to play

arole.

Housing and Community Development

One research question for this study was how city officials view the importance of the HUD
direct entitlement designation. Officials from the two direct diginent cities are very clear
about its importance. They see it as a muaeded source of funds that can be used for code
enforcement, demolition, foreclosure prevention, public safety, street repair and street
lighting, redevelopment, puliz services, polic works and other expendituresThe

predictability of the funds makdsngerterm budget planning possible.

The two nonentitlement cities do not enjoy the same level of predictability or the same level of
funding. Theyeceiveblock grant and HOME mew through their county governments, which
administer the funds.

G¢KSe dzaS 2dzNJ LR2@SNIe FyR R2y Qi 3IAGS dza GK
Ghdz2NJ @2A0S Aa y2i KSINR®E

These comments by city officials in Inkster and Prichard illustrate fitustration. The

Community DevelopmérBlock Grant (CDBG) program formula gives more money to areas of
high poverty.The perception is that the high poverty rates in these cities raise the poverty rate
in the urban county, giving rhore money, but that it is very hafdr the citiesto lobbythe
countiesfor enough block grant and HOME moneymeet their needs

In 2010, East Cleveland was allocated about $1.1 million in block grant and $500,000 in HOME
funds. East Cleveland also received $1.68 million in Neighborhood Stabilization Prid@@jm (
Fdzy Ra® / KSawas s anillionfinfolda® grantaddy$470,000 in HOME money (in
2010). This represents a 16.2 percent reduction in block grant funding and a 12.5 percent
reduction in HOME funding fro2009. Chester received $586,000 in NSRds.

In contrast, Inkster received $350,000 in block grant funds and $40,000 in other federal housing
funds. Prichard received about $300,000 through Mobile County.

All cities have insufficient funds to meet necessary capital outlays.

The four suburb&ave varying capacities to administer their block grant money effectively.
Chester and Prichard administer their funds through quasigovernmental authorities, which
seem to provide a higher level of fiscal and management capacity. While both East Cleveland
and Chester are entitlement cities, they haa@metimesmismanagd their block grant dollars.
They offer two contrasting examples of how to address this problem.
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From the late 1980s to 20Q0East Cleveland had difficulty effectively managing its bloaktgr
and HOME dollars. Its community development director in the late 1980s, who later served
seven years as mayor (192004), was convicted on federal charges of racketeering and
corruption in 2004 and sentenced to nine years in prison. Despite spexificumendations by
the state auditor when the city was in fiscal emergency (1988 to 2006) to institute tighter
spending controls in the Department of Community Development and Building Services, East
Cleveland continued business as usual. The departmenintad to experience high staff
turnover, low salariesand, in some cases, corruption and incompetendben Mayor Gary
Norton took office in 2010, one of his first acts was to assign his chief of staff to run the
department.She was able to effect sonehangesand, for the first time in 10 years, the city
was able to spend its block grant money on time. In early 20ilcity was able to attract and
hire an experienced community development director.

What works?

Since 1995, the Chester Economic Deweémt Authority (CEDA) has been the vehicle for
delivering community, economiand housing development services in Chester. CEDA was
establishedo reorganize economic and community development wiGtiesteafter HUD froze
0 KS CDBGunhd3 for fiveyearsowingto mismanagement. Creating a quasigovernmental
authority enablel Chester to implement effective management practices and to retain
consistent longerm leadership that isomewhatinsulated from city politics while stilhder

city control. CBA has a separate board appointed by the mayor@tydouncil.

What works?

The Prichard Housing Authority has become the de facto redevelopment authority and
community development agency for Prichdtds in a stronger financial position than theycit
fortworeasonsii & LISy aA 2y FdzyR A ZndiiSadiitibidtdiidgk gfadBd G K S
other HUD funds, it has created several income streams from its homeownership and housing
development programs. Most recently, the housing authority aggdbe and received $20

million in Program for Revitalization of Severely Distressed Public HouSR§\H funds and

$20 million in NSP2 funds to create a land bamébuild 75 units for homeownership and 50

units for rental. The NSP2 dollars will beditodevelop30 rental properties in the highly

distressed Alabama Village area and 20 new rental properties in other distressed census tracts.
The Prichard Housing Authority uses a consultant, experienced in writing successful HUD
proposals, to get needkefunds.

TheChester Housing Authority (CHA) had a history of mismanagement and corruption that led
to HUDdesignatimit I & (0 NP dzo f $R891.CHaKRevwbpemting under court
receivership since 1994 as a result of a lawsuit brought by plublising residents asserting

O

02y aidNHzOGAQGS ol yR2yYSylGoé wSaARSyida OfFAYSR

were unlivable.
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modernize and renovatpublic housing. East Cleveland, like all cities in Cuyahoga County, is
served by the Cuyahoga Metropolitan Housing Authority (CMHA).

Officials in all four case study cities feel they have more than their fair share of affordable
housing and need some maatkrate housing to attract higheincome residents.

Concentrated Poverty

The new growing body of research about older, distressed subtmdssidentifieda number of
issues. Foremost among the socioeconomic challenges facing these cities is the coimcentrat
of poverty. Each of the four case study suburbs has experienced factors that contribute to the
concentration of poverty:

e Poverty developing over decades

e One or more forms of isolation (physical, social, racial) from the larger economy and
community

e Significant demographic changes resulting from formation of sipgtent households,
aging of population, low educational attainmeand so on°

In addition, there is the question of how extensively HUD policies contribute to concentrating
poverty by targeting affordable housing dollars and programs to underservedntowne
neighborhoods. Chester, for example, would likdo#ableto use HUD dddrs to attract

middle- and upperincome households to the city.

Berube suggests that relatively strong regional economic growth is not enough to lift these
places out of poverty: This is true for Prichard antb some extent, Chester, the two case

study suburbs in regions with relatively strong economic growth. Chester and Prichard have not
experienced the same level of economic benefits from this growth as their more prosperous
neighboring cities (Philadelph#nd Mobile), especially in access to jobs for residents.

All four case study suburbs are isolated on every freattinomically, socially, physically,
perceptually and politically. The four are physically isolated (even though people may drive
through them every day, they rarely have an occasion to drive to them), and many residents are
isolated.

Chester has begun to capture some growth through its riverfront economic developiitent.
city hopes to continue to build on this success, which is bringinguch-needed revenue.

What works?

Chesterusli KS adlF GSQa YSeadz2yS hLILR2NIdzyAride w%2yS
offers 15year, 100 percent property tax abatement and other incentives, to attract developers
for three new developments along riverfront. The Wharf at Rivertown office building opened
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Soccer stadium that is home to the Philadelphia Union soccer club, opened in 2010. The KOZ,
combined withstrong local leadership, locational advantaged transportation investments,

was key to launching thientralLJA SOS 2 F (GKS OAdeéQa SO02y2YAO0 RS(¢
Additional state investment in prgevelopment, infrastructure (two new Interstate 95 higty

ramps leading to the waterfront development site) and environmental cleanup helped move

these projects forward. The two new on/off ramps connect@§ 1o the Chester waterfront will

be fully operational by summer 2011. The state has also investgmjiading Pennsylvania 291,
GKAOK NY¥zya Ff2y3 (GKS 6 GSNFNRyld / KSaGSNRa T2
majority leader, which gives the city a strong voice at the state level.

tKS ySg 22048 ONBI ISR o0& | pnepdsdataso dergeRt indréase 2 K I N.
inprivated SOG2NJ) 2204 Ay GKS OAdGe YR | aA3IYAFAOl Yy
percentage of these jobs gsto Chester residents.

These development projects are regional draws, attracting peoyilestoity and bringing

muchneeded income to the city governmeAtthough the KOZ provides a-§Bar property tax
abatement,Chesteis able to collect income tax from the casino now. The agreement between

GKS OAGE& I'yR | I NNJ K Qn nniziuNalysaiifSns the caske abQuk2b e b m n
percent of city budgein 2014, the casino and racetrack will start paying property tax.

On the other hand, despite recent collaborative efforts around economic development,

Prichard has not yet had many sussesin an effort to embrace a more regional approach and

G2 FTGGNF Ol yS¢g RSOSt2LIYSyld U 2recanyiyerieked it®a G KS OA
partnership with neighboring Saraland, the courdpd the state to attract a speedway on land

with goad freeway access in the largely undeveloped northern part of the city. He was lauded

for taking the noisy motor sports park that others did not want. In December 2006, Prichard

was selected as the site of the Alabama Motorsports Park (a Dale Earnhagpkehlway and

theme park). The economic downturn put these plans on hold, the options on the land expired,

and Saraland has repealed the 2 percent tax credit for its part of the property. Prichard officials

are still hopeful that the park, or some other yseill go forward on the site.

In both cases, whether this rising tide results in benefits for the residents of these communities
remains to be seen.

These two examples point to the importance of organizational capacity, together with the staff
experiene and expertise required to sustain economic development efforts. CEDA played a key
NREfS Ay / KSAaGSNDa NARJSNFNERY (-tirReSedderdietcedsta/ G > | YR
were able to sustain efforts oseveralcomplicated dealsPerhaps if Pricharbdad a similar

economic development authority, its efforts to attract the motor sports park would have been

more effective.

While having a redevelopment or economic development authority does not guarantee
distressed citiesvill successfulladdress the pblems associated with concentrated poverty,
such a structure can be effective, provided cities can demonstrate that they can be trusted to
follow through on commitments.
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Lack of Trust

The four case study suburbs have faced varying types of governhaalbenges that include
historical instances of corruption and mismanagement, redistributive politics, high turnover
among city professional staff due to poor working environments and low waugftective

state and federapolitical representationand afragmented local government system
combined with a lack of effective mechanisms that could foster joint public/private/nonprofit
decisionmaking.

Instances or periods of mismanagement or corruption at any level (city, school board, housing
authority) can ceate a lingering atmosphere of distrust that can have g effects, making
it difficult to carry out basic city functiontn such situations

e ity residents can lose trust in their government
e city employees can lose the ability tlo their jobseffectivdy;

e potential partners can lose trust in the city, and the agnlose its seat or its voice at
the table and

e potential developers can shy away.

Internally, city employees work for comparatively low pagmvironments in which their ability

to dotheir jobs is limited by a lack of resources and mismanagement. To be effective in such an
environment, a worker must either have a strong personal commitment to helping the city or

be insulated from city politics through an authority or some other quasgnmental entity.
Residents, anchor institutionand other city stakeholders lose trust in the government.
Externally, other cities and higher levels of government (counties, states) as well as private
investors and developers are wary of collaboratmgvorking with the cities. It becomes

difficult for city leaders to have a seat at the table where decisions get nikithey have a

seat, it becomes difficult for them to have an effective voice.

The current elected and appointed leaders of each offthe case study suburbs are

committed to creating environments of integrity and trust. The importance of this cannot be
overstated. They recognize that thpsocesss slow and happens one demonstrated success at

a time.Things are changing in each of the2 dzNJ OA 1A S&a oLy 1 adSNRa ySg a
building/ KS&A G SNRa OFaiAyz2s: az2O0@®INJGa It RAARY | IyyRRD 42 T/ FSAG(
Community Health Centet NA OK I NRQ&a NXK O pshsion fumiNBStiEy & 2y Al a
2 dzii & p&cepidnabouthiese cities change, their ability to work with potential

developers, undertake collaborative ventures engage in collaborative decisionmaking with
neighboring cities is severely limited. This may be one of the most critical issues in addressing

the chalenges of concentrated poverty, since it sets the context for all other types of

interventions, particularly as community development policies and programs increasingly

require broad publigrivate partnerships and resident participation.
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In regions withdeclining economies, competition for any new development is fierce. If cities
cannot respond in a timely and professional manner to development opportunities, they will
lose out to cities that can. Cities need to demonstrate that they are reliable paramers
responsible stewards of public, philanthropand private funds or those funds will stop
flowing.

What works?

Inksterhasdemonstrated that it is a reliable development partner. In 2008, Michigan put out a
bid for a new social services buildindrikster. The site selected was an old car dealership and a
brownfield, located in a Tax Increment Finance Authority (TIFA) zone, a prime location in the
OA U & @armantaighvAtown areaThe state selected a developer, Ron Boji, to work with the
city on he projectAt the time Boji wasunfamiliar with Inkster but had a great deal of

experience working for the state. When he began to work with the city, the city mawager
changing and the project got off to a rocky sta@ncea new city manager was teid, things
0S3AlLyYy G2 Y20S Y2NB avyz2z2iKft ewasi@pdRant that thR®y St 2 LIS N.
followedthrough and fulfiéd commitments in a timely manner. Boji commented that his
experience working with Inkster was positive, in part becaustdnkal a sense of urgenayot
present in other cities.

The city saw the office building as a catalyst for new development along its main street,
Michigan Avenue. The whole development included a new Wayne County district office of the
Michigan Departmenof Human Services, the YWCA of Western Wayne County headqguarters
and a new justice center for the Inkster Police Department and the Riatrict Court. The city
strongly encouraged the developer to include a retail center of 10,000 square feet. dlh&sres

a new 32,00&quarefoot, $25 million, LEE@ertified human services building that opened in
December 2010.

Bojil KAyla GKSNB graftf S@gSyiddatte oS I YINLSG F21
Once the new justice center opens, theetels may voluntarily move. It is hoped that the new
building will catalyze additional development in Inkster.

Anchor Institutions

As Beruband colleaguesote,* unique histories and locational advantages such as proximity

to anchor institutions and higlgrowth sectors can form the basis of a recovery stratédy.

four cities have important locational advantages, including freeway access, parks and green
space, acess to transjtand, in the cases of Chester and East Cleveland, anchor institutions. But
to take advantage of these assets, city leaders must cra@@spheres of trust. The most
distressed suburbs must change the context in which these assets aeslvaiushort, they

must changéhow they operate.

What work®
The new spirit of collaboration between the public and private sectors in Chester involves the

OAGe IyR (Gg2 2F AdGa fFNBSad SYLX 2@ Sugsterr yR | yO
Medical Center and Widener University aesets and are being embracéthe anchors now
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see their futures as intertwined with that of the city, and they are demonstrating this by building
physical connections instead of barriers. The positivaatngf Widener and Crozer is evident in
the northeastern section of the city.

Widener and Crozer, are involved in economic development in Chester through the Institute for
Economic Development, Inc. (IED), apriva@y LINR TA G O2 y & 2 Nliehtdne G KI G |
GKS OAGeQa SO2y2YAOX &a20Alf |yR OdzZ GdzNF £ Of AY
RSOSt2LIYSYylGdé ¢KNRddAK GKS L953 GKS G2 | yOK2N.
Reinvestment Fund, Delaware County, and Teres Holdings LLCdevelapment projects in

northeast Chester. One is University Crossings, a residential and commercial development that
includes a small, green Best Western hotel, the first hotel built in Chester in 35 years. The second

is University Technology Park, atlteology corridor between the Widener main campus and
CrozerChester Medical Center. The project is supported by the city of Chester, the Benjamin

Franklin Technology Center, and the Economic Development Administration of the U.S.

Department of Commerce.

CozerChester and Widener also partnered to open a satellite Chester police station near the
institutions.

Ly O2y iGN aidz 9Fad /tS@StlyRQa 3AINBFGSal LRGSyd
University Circle, a major employment centeioK S NBX3IA2Yy FT2NJ dSRA FyR Y¢
NEIA2YyQa Gg2 fIFINASaAald KSFHfGK aeaidtSvyax GKS /tS@
a8 285GSNY wSASNDS ' yAOSNEAGE YR /fS80StlyR

However, University Cielsits just across the border in the city of Cleveland, and East Cleveland
has not been able to capture any spinoff investment from the tremendous investment taking
place there. More than $3 billion in projects are planned or under way from downtown east t
the Cleveland border, none of it crossing over into East Cleveland.

The city is trying to change that and to capitalize on its locattas.spending $750,000 of NSP
dollars on acquisition, renovatigand resale of prime residential property in a tatgd

investment area that runs along Euclid Avenue and will be anchored by the new health center
and the Louis StokdRapid Station of th&reater Cleveland Regional Transit Authority (RTA).
The station is the end point of the RTA's $200 million bus rapitsit line connecting East
Cleveland, through University Circle, to downtown Cleveland.

Developers have expressed an interest in East Cleveland because of its proximity to University
Circle, but the city would have to offer huge subsidies to overcbamers and would have to
become known as a city that can make things happemn.example, any new residential feale
housing would have to be subsidized in the range of $50,000 to $60,000 per home once the
regional housing market begins to stabilize.

Theig2 I NBSad yOK2NER Ay 9Fad /tS@SttFryR NB {f

General ElectricThe Cleveland Clinic is investing $25 million to build the Huron Community
Health Center, in frondf the Huron Hospital, which the Clinic plansctose and demolish (so
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the city will lose that anchor{seneral Electric is beginning to work more closely with the city
and has entered into some small partnership projects under the leadership of Mayor Norton.

CaséWesterncreated the East Cleveland Raatship to work with the city on a number of
community development and social service projetthile the partnership has some successful
projects and relationships are being strengthened, it has not yet resulted in any economic
development.

Education

Inkster, Chesterand East Cleveland schools face the challenges of declining tax bases, fiscal
mismanagement, low educational performance among studeartd providing safe

environments in which students can leall three have been or are still in fiseahergency.

Prichard is part of the Mobile County school district, which has not experienced the same level
2F LINRPOfSYax:X |fGK2dzAK (GKS O2dzydieé RAAGNROGQa
both Chester and Inkster had contracts with Edisond®ls, a foiprofit manager of public

schools that was publicly traded on the NASOA@ 2001 to 2005. The hope was that Edison
Schools would turn their districts around; in both cases, the arrangements ended badly, and the
contracts were not renewed.

Charter schools provide an option for parents bapart fromthe small Widener Partnership
Charter School in Chester, it is not clear that they offer a significantly higher level of education.
As long as their school districts continue to underperform,dities will have difficulty

attracting families.

2 KIdG R2SayQid g2NJ]K

The Chester Upland School District (CUSD) is one of the most troubled districtsatet@f

501 school districts in Pennsylvar@JSD has ranked at or near the bottom for mosnttwo
decades. In the 20@20 school year, its graduation rate was 44 percent.

In 1994, the school district faced a multimilidallar deficit. The state took over and brought in
Edison Schools to run the district. But after a number of years, it was determined that Edison
was not turning the district around&everalncidents(including an allegation of sexual
misconduct by an Edison empdeyand policiegsuch as not allowing students to take home
bookg led the state to break its contract with Edison.

What works?

Historically, Inkster had a highly regarded school district. Hewyeghoolquality began to
deterioratein the 1980s. By 1999, the district had a $1.4 million défitit.2000, Inkster

entered into dive-yearcontract with Edison Schools to forestall a rumored state takeover.
However, the school board was not sa&sfivithhow Edison was managing the schools and by
2002 was in a dispute witimne company.

From 2002 to 2005, the district was placed under the oversight of astsegencyfinancial
manager (EFM), who was given authority over all fiscal matters, sofpdpthe school board.

Under the EFMthe district budget was balanced and a fund balance surplus was achieved three
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consecutive years, after seven consecutive years of fund balance deficits. In addition, test scores
on the Michigan Education AssessmerdgPamincreasedsignificanty. The schoolslsomet

adequate yearly progress standards under the No Child Left B&bifwol two consecutive

years, after having never complied with these standards.

The Edison Schools contract was not renewed in 20@5thaninkster Public School District is

now back in the hands of the elected school boBrdollment has increased from 1,400 in 2003

to 3,200 in 2010. Inksterow attracts students from Detroit looking for better schools. But it still
facesmounting debf reportedly close to $10 million.

LocalGovernment Capacity

East Cleveland and Prichard are at or near fiscal insolv€hegter, East Clevelarahd
Prichard are or have been in some form of fiscal emergency ipakedecade.

In their analysis of dixies to help distressed cities uncover their competitive advantages, Hill
and Nowalexplored the relationship between local management issues and fiscal insoft/ency.
Their work is instructive for understanding some options available to strengthen shigqoof
distressed suburbs as they look to the future. Two quotes reflektt f | y Bssesstnént | Qa
of the problem:

Distressed cities have histories of redistributive politics, including the use of
publicsector operations and contracts as jolbsachines, which are deeply
entrenched. Moreover, distressed cities have operating bureaucracies whose
personnel and strategies reflect decades of decline and low expectations about
performance(p. 267)

When probed, what appears to be corruption in puldervice is really the end
result of incompetence, mismanagemeand a regulatory system that does not
function. (p. 268)

More specifically, they continue, distressed central cities have
e outdated tax structures
e broken political cultures
e uncompetitivestaffing levels
e vacant and abandoned lanaénd
e inappropriate arrays and mixes of public services.

Although Hill and Nowa#re looking at central cities, these characteristics of distress are
evident in all four suburbs in our study. Hill and Nowak suggeange of strategies to address
these issues. First, they suggest that a siugtictioning publiesector bureaucracy is necessary
to reconnect distressed cities to their regional economies and provide the seedbed for
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development and opportunity. Furthethey argue that meaningful administrative reform
depends on making new arrangements with puskctor unions. The four case study suburbs
illustrate their point that when cities cannot offer competitive wages and potential municipal
SYLX 28 SSa cateeytrack beda8ss of bolitical instability, they experience high staff
turnover. But all the cities except Prichard have unionized employees, and while the suburbs
could point to instances where union rules were barriers to reorganizing specificdoscthis

did not emerge from the interviews as a highority issue.

Hill and Nowak also look at the importance of leadership in forming the social capital of a city.
Whether leaders comes from foundations, nonprofit development organizatmnslite

leadership in politics and the private secttirey set the norms for a city. Thisturnsto the

issue of integrity and trust. All four mayors interviewed noted that effective leaders who can
demonstrate integrity are needed to keep moving forward on litveg-term civic agenda.

What works?

Chester is rebuilding a publacivate leadership group, the IED, and is capitalizing on a new
culture of collaboration and trust that enables it to tap leaders from anchor institutions and the
private and nonprofit setors to movehe civic agenda forwardut to be effective, the
relationship of trust and mutual benefit being built (and in some cases rebuilt) must be
sustained.

Meaningful reform for cities facing fiscal insolvency, according to Hill and Nowak,agquir
bringing in outside agents (possibly the state through a fiscal emergency commission). They
argue that this enables local politicians to shift the blame for necessary, painful restructuring to
those agents. Reforms may need to include restructuringesaéad local taxes or new political
leadership. For example, a new, dynamic, competent mayor can attract talented staff and make
a great difference in attitudes, performancand perceptions about the git The problem is

that he or she does not have eithtfre financial resources or the institutional flexibility to hire
enough people to turn around the performance of the citie mayor and any new stafén

work only at the margin of reform?®

Chester and East Cleveland have had stgtpointed emergencyigcal managers with varying
degrees of success. There is a question as to how far these managers can go, especially in
NBaidNHzZOGdzNAYy 3 OAGe O2yiGNXOGad Ly tSyvyaet glyal
Distressed Communities Act, provides thatecovery plan be prepared by a statppointed
coordinator in consultation with the city executive, legislatuaad other stakeholders, and

adopted as a city ordinance. The mayor and council continue to run the municipality. The
coordinator ensursrecovery plan implementation and hedfpuild capacity for a return to
independent governance. The act also gives the city the capacity to raise additional revenue
through an income tax of up to 3 percent on city residents and up to 2 percent on nonresidents.
The Chester mayor credits Act 47 whblpingthe city creae a muchneeded capital budget in

2010.
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In 2006, the recovery coordinatdfairmountCapital Advisors Inc., reported that despite

making some progress, Chester remained a distressed communityppatrating deficits i®

of the last 10 year§ C | A NJY Sivezyedrglan notedthat improvements irthe police
department fire department,and economic development had helped, but said the city faced
an extremely challenging situation. It projected continued deficits unless corrective measures
were implemented and gaming revenues from the new Harrah's Chester Casino & Racetrack
realized as mticipated and spent wisely, in which case the city could have operating surpluses
and new resources that would enable it to reduce tax rates and emerge from Act 47 status.
Chesterhas balanced its budget for the past three years. It remains under Act 47.

In East Cleveland, the state emergency fiscal managers conducted an audit, developed a plan to

put balance sheets in ordeand made recommendations regarding changes in fiscal and
FRYAYAAGANT GAGBS LRfAOCED® LY (KS ISgeRiBEaddisKe?2 dz3 K> A
make the difficult changes$nstead the city continued with business as usual.

What works?

The city manager form of government seems to serve Inkstefisaallly. Despite its shrinking

tax base, lower amounts of revenue sharing friv@ state and declining taxable property

gt dzSaz GKS OAGeQa welahd ty dakeisercesh8ve moo8eyi cuvdnd/ | 3 SR
staff layoffs have been minimal. The state of Michigan rates the financial capacity of all cities

using afiscalindicator score?° which includeseveraffactors. Based on 2009 data, Inkster mite

3 on a scale from 1 to 10, with 1 the best ratifigis putdnksterat the midpoint among Wayne

County citiesThis is an accomplishment, considering the general financessifaities in

Michigan areweak Inkster officials are proud of being able to provide a high level of fire and
policeservicesa 42 YS 2F (GKS 06Said | NPukyaR K foliBO20NSRRay 3 ;
department prepares to apply to the Commission on Acagdit for Law Enforcement

Agencies Inc., a process that takes up to three years to compédeer and sewer service are

provided regionally, under a 1953 agreement. Garbage collection is contracted out.

The city, through its Tax Increment Finance Authorecently purchased a small building,

refurbished it into a new city halind is building a new justice center. Recently, Inkster has

forged a new, aggressive policy of going after grant funding. The city hired a state lobbyist to

assist itin Lansing The @ty council is considering the same proactive attitude to assist the city in
Washington, OC.

An interesting scenario is playing out in Michigan, which has granted more control te state
appointed emergency managers to undo, in some cases, prosisioumion contracts.
Michigan resident®iaverecently filed suit, claiming that the law violates the state
constitution®*

Hill and Nowak point to some other options that have worked in larger ciies: mayors
seeking reform have successfully used mamagnt improvement task forces to review city
operations with an eye to staffing levels and competerg&tates can step in with loaned
executivesOther reforms could includehe creation ofan entity such as a city or countywide
land bank to address landgsembly issued.hese strategies might work in distressed suburbs.
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The rate and magnitude of economic change, especially the most recent recession, has made
things worse for all cities. Our four case study cities have been hit harder than others that have
more diversity in income and employment among their residents. In their current

configurations, the case study cities have very little ability to respond to economic downturns.

Their physical forms matabutdated economic and social conditions. The jobattprovided

mostof their residents with workingor middleclass lifestyles no longer exist. The businesses

that provided the property and income tax (where applicable) revenue are gone. While
neighborhoods in each cityavehigh-quality, weltkept housng, much of their older housing
a02012 SalLSOAlLffte GKS da@g2N] SN K2dzaAy3Izé Aa 2f
flight as residents looking to move up are moving out.

Regional Collaboration

What works?

Regional collaboration is high on the civic agenda for all communities in northeastern Ohio as

they seek to realize greater efficiencies and save money in an environment of declining fiscal
NBE&2dzZNDS&ad t SNKI LJA Y2 NB (KL ghportunity B KeBching@utéd G/ £ S
regional partners to deliver city services. Despite the-eLimented political barriers to

regional collaboration, East Cleveland has entered into service agreements with other entities.

One example is th2008agreement2 NJ 1 KS OAGe& 2F [/t S@StlyR (2 0l
department. In another example, East Cleveland leaders are working with neighboring

communities and the Northeast Ohio Regional Sewer District to reopen discussions about
developing a watershedgmning project.

Mayor Norton is openly seeking regional solutions for city services suchsevieespolice

servicesand garbage collection. He recently reached an agreement that provides for the county
engineer to take over maintenance and regaif G KS OAGeQa al yAdlINBE &Sg:
purchase of firefighting and garbage collection services from the city of Cleveland.

East Cleveland has entered into a memorandum of understanding with the newly formed

Cuyahoga County Land Reutilizat@orpration, informally known as the Cuyahoga County

land bank.This agreement will provide East Cleveland with a credible system to inifsrove

housing stock and infrastructure and to create the right opportunities and atmosphere for

economic developmenthe land bank could be a boon for East Cleveland and othefringer

suburbs struggling with surplus, vacaand largely abandoned properfy.

Public officials in both Prichard and East Cleveland have quedtwimether their cities can

continue to funtion independently At a Cleveland State Universgyblic forum on regional
prosperityonWI ydzF NB HT X HAamMmMXE (GKS YF@2NJ 2F 91 ad /f S«
a city of East Cleveland as we know it. There might not be a city of Clevelankiaswvi.

There might be a city of Cuyahofgae county in which these two cities are locajdde !

September 22, 2010, article in tiMobile PressRegisterdescribed a plan championed by

Prichard City Councilwoman Earline Madtarris to dissolve city gouement for 30 years, with

voters living within the current city boundaries deciding whether téaen it in 2040.
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State Programs

Chester and Inkster offer good examples of how distressed cities can benefit from state
incentive programs, infrastructur@vestmentsand other state programs designed to attract
development to underserved areas.

State programs to assist cities facing fiscal emergency havéelsedEast Cleveland and

Chester get their finances in order and avoid bankrupadigeitwith varying levels of success.

As noted above, Ohio, Michigaand Pennsylvania all have programs to step in witiergency
FAYLFYOALET YIFYyF3aSNE ¢KSYy OAGASAQ 2NJ aOKz22f RAA
needed this type of state assistan@nd Alabama has not offered any such assistance to

Prichard.

t NA O sthtdNdFddcaleaders have realistic goals and recognize the difficulties of
overcoming perceptions, especially in a Republdaminated state that provides very little
assistane to Democratic cities. City leaders hope this might turn around with a newly elected
state legislator, Napoleon Bracy Jr., a former Prichard City Council menhhieee. is

widespread agreement that Prichard will never have the capacity to turn itself dronless

the state and county governments help.

But the tools offered by Alabama are limited. Prichard cannot adopt an income tax and so is
totally reliant on property and sales taxes. It is designated by the state as foreign trade zone
and an enterpriseone, but so far has not been able to capitalize on these designatiaiso

has the ability to use tax increment financing.

What works?

Pennsylvania, on the other hand, has a wide range of programs available for redevelopment of
distressed citiesuch as Act 47, the Keystone Opportunity Zones, and support for transportation
infrastructure. Chester has taken advantage of these tools to begin rebuilding its tax base and
diversifying the cit® economic base. The state has also invested in Chestexdmple, it

located a new prison there in 1997, a move that created 397 jobs. These state tools and
investment have played a key role as the city begins to turn around.

Inkster has taken advantage of several development tools and programs offereddtgtthef
Michigan. To spur development, it has created a Downtown Development Authority (DDA) in the
last 10 years along with a TIFA, designed to prevent unemployment and urban deterioration and
promote economic growth. Inks@rTIFA is governed by aeimember board appointed by the
mayor and confirmed by the city council.

aAOKAAlLY KFa 20KSNJ adlFdS LINRPAINIYa | @FLAfrofS ¥
receivership program for distressed citwas used byHamtramck another city in Vdyne

County. It was ineceivership from 200@ 2007, duringvhich an emergency financial

manager ran the city. The city is now trying to declare bankruptcy, which it sees as the most

viable way forwardHamtramck is in a dispute with Detroit, which saunds it, over shared tax

revenue from the General Motors @panyPoletown plantMichigan law makes it extremely
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difficult for cities to enter bankruptcy. Instead, the state offered the city loans, which as of
December 2010, Hamtramtiad not accepted®

Michiganalso has the Cities of Promise initiative for the eight poorest cities in the: 8atdon

Harbor, Detroit, Flint, Hamtramck, Highland Park, Muskegon Heights, Pan@a&aginaw.

Created in 2006 and led by the Michigan State Housing Developtughority, the program

F LI AS& NB&a2dzNDOSa FyR GKS SELISNIA&AS 2F adal iSs
and districtslt provides an action team for eachythat can help cut through red tape to take
advantage of state and federal grants.

Another program that can help cities in distress is the Redevelopment Ready Communities
program run through the Michigan Suburbs Alliance, which also streamlines government
FaaArAadlyOS (2 F2aG§SN) RSOSt2LIYSyld Ay mm 2F airo

Ohio hassome similar programs available for distressed cities, but in recent years East
Cleveland has not been in a position to take advantage of any economic development tools
available through the state. It is hoped that with its new mayor and a new community
development director experienced at working with state programs, this will change.

Recommendations

Regionalize, Repurpose, Restructure

Even if these cities, and others like them across the country, did everything right and

implemented a whole host of costaving measures, they would still be in precarious fiscal
situationshy al NOK mMnX HamMmX btwQa atftlySid azySeéé N
GKS CAYylIyOS 52002NE Fo2dzi wSIFIRAyYy3AI tSyvyaet gy
assistancethrdza K t Sy y 4 & f The gtdrykcondludésOl n 1 @

Reading, like a lot of places, has real legn problems. Problems that even if

you stopped painting the lines completely, even if you cashed every check

correctly, stopped borrowing from the sewer fundhose problems would still be

GKSNBE® X LGUEf Lizi GKS OAGe 2y o6SGGSNI F221

These cities need to rethink their basic functions to find effective ways to cHamgéhey

work andto capitalize on their physical assets and gegsonal commitments of their
leadership. This may mean that some of them will no longer exist as cities in the same form
they do today. Other governance options that should be considered include regional service
delivery, regional government, annexatiahssolution and repurposing.
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The Federal Role in MeBistressed Suburbs

Officials in all four cities Iva suggestions to make HUD programs more effective. Everpiasty
requested greater flexibility to spend HUD dollars in ways that meet its mossimg needs
and support economic development projects.

Other suggestionwere as follows:

Prichard housing officials suggest that larger entitlement cities be required to help
smaller, nonentitlement communities. Housing officials would also like moxéfte
regulations, accompanied by stronger performance measures. Other suggesgdos
create and funda national housing trust fund to benefit communities like Prichard and
to revisethe allocation formula for tax credits to provide an incentiverionprofit
developers to leverage the tax credits.

Inkster city officials would like Inkster to become an entitlement community.

The Southeast Michigan Council of Governments (SEMEB3&)bmitted policy
recommendations to HUD that would assist large andhllcommunities in themidwest,
recognizing the particular hardships and economic devastation experienced by states
like Michigan and allowing for maximum flexibility of programs such as CDBG. Specific
recommendations that would also assist smaller camnities like Inkster include more
flexibility in using block grant money for economic development projects to help restart
local economic improvementSEMCOG recommesithat HUD redefine its policy on
aging to improve the stability of neighborhoods andibimg stock while providing more
opportunities for aging in place.

Chester city officials view the retention and attraction of a strong middle class as their
oAIISald OKIffSyaSo ¢KSe 0StASPS (KSe KI @S
affordablehousing and feel strongly that HUD programs contribute to this, encouraging
the development of affordable housing in already t@md moderateincome areas. The
barriers to attracting a critical mass of mideiass residents are very high, aGtester
officialsrecognize that they cannot do this on their own. The Delaware Valley Regional
Planning agency is undertaking an analysis to try to remedy this, including designing a
regionwide fair share housing prograf@hester officials have suggested that HUD
conduct a demonstration program in Chester to test new program options that would
enable them to attract higheimcome households, which in turn would deconcengrat
poverty. One specific suggestiato revisit fairmarket rents. Anothers to develop
strategies that help people move up, not out.

East Cleveland officialsysthey would like to see more flexibility in HUD programs so
more money can be used for demolition.

Implementing these recommendations would imprdvew programs operate and would
probably marginally improve the ability of the medistressed suburbs to provide basic services
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for their 4.1 million residentsBut none of them will significantly change the economic
trajectory sufficiently to ensure that these places remain viable entitibk to serve their
residents into the futureTo accomplish significant structural change, these suburbs need
capacity buildingThe federal government has a somewhat limited role in this regard because
cities are creatures of the state, established amipowered by state governments. However, it
is an area in which the federal government is beginning to invest resources through technical
assistance, fellowshipand other programs for cities.

The federal government could bring in highly trained contwesr loaned executives from
private industry or federal or state governments to work with local leaders and citizens for
extended periods on structural change, to help cities develop road maps for restructuring. The
most-distressed suburbs and small egicannot continue business as usual, and states cannot
afford to have them continue business as usual. Their basic options are to regionalize,
repurpose or restructura or some combination of the three.

The federal role in building the capacity thie mostdistressed suburbs can inclutieese five
activities

e Partneringwith states on behalf of distressed suburbs to provide additional block grant
dollars, loan guaranteeand debt reduction that can be used as incentives for cities
GKIFIG YSSUNWMYEEYZR:E IOKMBISNALI @ ¢KAA Y2y Se O2 dz
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public safety.This could include, for examplenguring that adequate and ongoing
public safetywill be provided in any federally supported development project

¢ Providing technical assistance to suburbs and small cities on municipal management
practices. Before distressed suburbs can discuss partnerships or agreements with other
city or county govarments, they need to get their own houses in order.

e Developing model legislation for states on reasonable ways to restructure city
operations and finances.

e t NPUSOUAY3I GKS FSRSNIE I20SNYYSyidiQa KAad2N
e Creating crosagencypartnerships for example, with public health providers or the

U.S. Environmental Protection Agendayat provide leverage points and opportunities

for federal/state/local funds.

Every suburb and small city has assets. The goal is to give cities theotenlsance the value
of those assets and ensure that the benefits accrue back to them and their residents in the long
term.
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Notes

! Poverty and unemployment data for 2000 were extracted from plagel data sets available
at the Minnesota Population Center: National Historical Geographic Information System, at
http://www.nhgis.org. Foreclosure data for 2007 through June 2008 weraetdd from the
HUD User site at http://www.huduser.org/portal/datasets/nsp_foreclosure_data.html. Data
were downloaded separately for each state.

251 GF FNRY az22RéeQa 902y2Yeaodd2Y F2N) mcbyn YR HrS
3 U.S. Census, palation change from 1980 to 2000.

* Author calculations, based on the Neighborhood Change Datalfater{Tatian, Census CD
Neighborhood Change Database 16701 nn ¢ N} OG 5F GF ! aSNAQ DdzARSX
[Washington, DC: The Urban Institu#003] RetrevedDecember 9, 2010rom
http://www.geolytics.com/pdf/NCDB.FDataUsersGuide.pdf)

> The general fund is the record of general government operations. Governmental funds consist
of the records of all activities that are typically government activjtiesluding the general

fund. Most governments will separate their busindike activities (such as water and sewer,
transit systems, golf coursesnd convention centers) from both the general fund and the other
governmental funds.

® Government Financ®fficers AssociatiofGFOA)(Best PracticeAppropriate Level of
Unrestricted Fund Balance in the General F({@@D2 and 2009) (BUDGET and CAAFR)
(ChicagoGFOA2009)

http:// www.gfoa.org/downloads/AppropriateLevelUnrestrictedFundBalanceGeneralFund_Best
Practice.pdf.

’ According to information provided by the HUD Office of Policy Development and Research,
264 cities with populations below 50,000 were designated direct entitlémgies in 2010.

8 W. Dennis Keatindhe Suburban Racial Dilemnttousing and NeighborhoogBhiladelphia:
Temple University Press, 1994), 77.

° AlanBerube, RwvidErickson, anda@@olinaReidad [ S Ny Ay 3 FNRY /2y OSy NI i
Synthesis of Themes2fry G KS / | & She EndddRgA\CBallehge oflCyncentrated Poverty
inAmeric& SRAGSR o6& 51 @AR 9NAOl&az2y> [/ FNRfAYlF wSAR
Berube 16992 (Richmond, VA: Federal Reserve System and the Brookings Insti2Q{ah

19None of our four case studyties experienced immigration in significant numbéfée
intentionally did not look at cities with large immigrant populations.

“Berubeetal.,d [ S NYyAy3I FTNRY /dZYyOSyidNI GSR t 203SNI &
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2David Sciocchetti, executivirector, Chester Economic Development Authority (CEDA),
personal communication, February 16, 2011.

13 Telephone interview with Ron Boji, February 15, 2011.
“Berubeetal.,d [ S NYyAy3I FTNRY /dZYyOSYyidNI GSR t 203SNI8é

15> pennsylvania Department of Education, preliminary 20@fouryear cohort graduation
rate, revised 4/12/11.

Yreyy {OKYIFEAOSNAEZ acCl OAy 3 Edicatioy\Week@linb. 5y C dzii dzZNB
(1999).

"9 | Aff | RoliedV® bgORVUSNIGKS /2YLISGAGADBS | ROLY
Citie ¢ Urhayf Competitiveness, Policies for Dynamic Céikslan Begg, 2§82 (Bristol, UK:
Policy Press, 2002).

18 |pid.,272

BCEFANN2dzy G / FLAGEE | RJA-¥ea NiadciallPMrOARE4A7 Recovenye 2 F  / f
tflyéeé o/ AlGe 2F /KSAGSNE t! X {SLWGSYOSNI HMZI HAN
http://www.newpa.com/sites/default/files/uploads/chesterrecoveryplanfinal.pdf

20 Seehttp://www.munetrix.com. TheSoutheast Michigan Council of Governmemtses that

the fiscal indicator score should be viewed as a coarse estimate. Although the Michigan fiscal
indicator scoring system has come under much criticism, healthy comiesiténd to have low
scores, and distressed communities tend to have high scores.

a2y A0l 51 @Seés aaAOKAIAlLY wSaARSyda {dS h@SNI [
/ A N&vaYark Timeslune 23, 2011.

22 pouglasShelbyfield office director, Depatment of Housing and Urban Development
personal communication, October 10, 2010.
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/ dziHEffington PostDecember 15, 2010.
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Appendix ALiterature Review

A review of the literature on older suburbs was conductetatter understand the challenges
faced by older, innering suburbs and small industrial cities and to identify programs and
policies that have worked or that could work in severely distressed suburbs. The literature
review in concert with the typology ahesis was used to guide the selection of four suburbs for
case studies and formed part of the material from which policy recommendations were drawn.

Overview

There is a growing body of literature on suburbia in general and on older-h#iey’ 3 2 NJ a T A N&A
suburbs in particular. Much of this literature paints a broad brush picture of the various types of
suburbs, distinguishes suburbs from central cities, makes the case for suburbs to form

coalitions, and calls for tailored state and federal policy recommgads. All call for more

research to better understand the context of the challenges faced by the different types of

suburban places before reforming current policies.

There is very little research on programs and policies that are actually working gnoiined in
distressed innering suburbs to improve either the quality of life of residents of distressed
suburban jurisdictions or the managerial and service delivery capacities of these governmental
units. Much of the extant research is on distressedjhborhoods of central cities. We know

from anecdotal evidence that some of these strategies have been tried on a small scale in older
suburbs, but this area needs further exploration.

This project looks at a very narrow slice: older suburbs of formedllysimial cities that are
experiencing extreme levels of social distress and that have very little capacity to respond.

Demographic Trends

Before delving into the literature on inn@ing suburbs, it is useful to understand some

broader, metropolitan demographic trends that are likely to affect these suburbs now and in
the future. Frey and colleagues (2009) examined broad demographic tnemastropolitan
America. They identify six demographic shifts: domesigration, immigration, race/ethnicity,
aging, povertyand educational attainment. Many of tsereflect an aging baby boomer
generation, higher fertility rates among minorities, angreasing poverty beyond central it
borders.Frey and coauthors note the dramatic increase in the number of suburban households
with incomes below the federal poverty level.

Migration: Migration of households to the Sun Belt states of Nevada and Gadifpeaked in
the late 1990s and early 2000s. Nearly 8.4 million people moved across state lines. 8382007
the level of migration had fallen by nearly half to 4.7 million people with the onset of the
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recession and the collapse of the housing marketidalpnigration magnets have seen

population growth slowing, and Florida actually experienced a net loss of domestic migrants.
Meanwhile outmigration in northern states slowed, allowing some northeastern and Midwest
cities to gain population or reduce polation loss. It is quite possible that these trends are
temporary and that as the economy recovers and the housing market rebalances, we could see
migration increase once again.

Immigration: Immigration remains a population cushion for many cities, allgwirem to
maintain small population gains while experiencing steadyrigiration. Immigrants have
typically congregated in centraity neighborhoods, but recently immigrants have begun to
settle in suburbs of major metropolitan areas. In 1980, 41 peroénhmigrants in the United
States lived in the primary cities of the top 100 metropolitan areas; by 2007, that had
decreased to 34 percent. By 2007, 52 percent of immigrants lived in suburban communities
versus 44 percent in 1980. Immigrants have alseedoaway from traditional immigration
magnet metro areas and expanded towards many southeastern cities such as Raleigh,
Nashville, and Little Rock, which saw over 50 percent gains in immigrant populations.

Race/Ethnicity:Asians and Hispanics, now thegest racial/ethnic minority group at 15.1

percent of the population, have dispersed to virtually all parts of the country resulting in 15
metro areas that are now minority white and 31 where white children are a minority. Racial and
ethnic minorities makeip 44 percent of U.S. residents under age 15. Yet, the country remains
ethnically and racially polarized. For example, 55 percent of Asians live in just 10 metropolitan
areas. Similarly, 49 percent of the Hispanic population lives in just 10 metro aoedlseF

second straight decade, blacks are migrating to southern metro areas such as Atlanta and
Washington, D.C. Such shifts are causing majaritority situations in many cities across the
country.For the first timejn 2000,more than half of all raai and ethnic groups residing in

large metro areas livitin the suburb® In 2000, 43 percent of blacks in major metro areas lived
in the suburbs, but that share increased rapidly to more than 50 percent by¢2008 CNB & S i
2009, 61).

Aging:As baby boorars begin retiring in 2011, the size of the senior population will rise. With
many people choosing to stay in their homes as they age, rather than migrating to warmer
climates, many communities not accustomed to dealing with a senior population will Gedfor
to provide appropriate services. Yet, the Sun Belt states that attracted large numbers of
working-age migrants in the late 1990s and early 2000s will experience the most significant
increases in senior population. Their lalensity, automobilecentricdevelopments will pose
challenges to senior populations as they become unable to drive. The increase in senior
populations will create new demands in suburban communities in all parts of the country for
new types of housing and cultural amenities that sogaging in place.

Poverty: The number of households with incomes below the federal poverty level rose during
the 2000s and spread rapidly to suburban locations. In 2000, cities had 100,000 more poor
residents than suburbs; by 2007, the suburban poor auatbered city poor by more than 1.5
million. And within suburbs, households with incomes below the federal poverty level are
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moving from older to newer suburbs. Today, workage Americans account for a larger share

of the poor than in the past 30 yearshd suburbanization of poverty may seem at first like

good news for efforts to deconcentrate poverty. From 1990 to 2000 the number of people
living in neighborhoods with poverty rates of 40 percent or higher actually decreased by nearly
a quarter, decliningapidly in Midwest metro areas. However, this number appears to be rising
again in highly distressed communities.

Educationalattainment: Educational attainment varies across metropolitan areas and states.
Many metro areas have become magnets for colledacated people, but their states as a
whole may still lag in educational attainment. In some cases, significant gains in-ane&ro
college graduation rates have been offset by an influx oféelssated people to work in
booming service and retail induges. Hispanics and blacks still make up the majority of high
school dropouts, a troubling trend as they become the majority of sehgelchildren in many
metro areas.

These trends have some key implications for distressed iringrsuburbsAging in face is a
significanttrend that will require suburbs to adut newtypes ofhousing services, and

amenities to accommodate an aging populatibmcreasing povertyatesand decreasing
educational attainmentatesamong minority populations witkquire siburban school districts

to adopt new strategies to address the gdjme weak housing market is likely to keep people in
place for several years to come, as low property values keep many from being able to sell their
homes.

Suburban Typologies

General

Mikelbank (2004) creates a typology of U.S. suburban places consisting of 3,5@&¢ mivat

city, metropolitan, incorporated places with a minimum population of 2,500. His research

jdzZ yGAGIF GABSE @ ARSYGATASAE AAYATIbARGASE YR RA
municipalities, classifies each of them based on that information, and substantively explains the
groupings. More than twahirds of the people covered in his research reside in a suburb that

does not match traditional perceptions of suburban Amerida.gathered data for these places

along three dimensions: population and place (Census 2000), economy (1997 Economic

Census), and government (1997 Census of Governments). Using hierarchical cluster analysis, he
found ten clusters (see fig. A.1). These widnen subjected to discriminant analysis, to better
understand the underlying data structure of each cluster.

From the 16cluster solution, five clusters containing 1,056 suburbs are relevant for our analysis
of distressed older suburbs:

e Manufacturingblack (179)

e Manufacturing;struggling (828)
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e Working diversitgsouth/western (85)
e Working diversitgcentral (203)
e Suburban succegworking stability (457)

CAJdzNE ! dmd aA{Stoly|1Qa ¢eLkRf23e 2F ! of & { dz0o dz

Seasonal Wealth
- (54)

White Bedrooms ~ Traditional
{1,116) \\ [354)
. Small Retail

Middle America (668)
2123

Black

Marufacturing — (179)
(1,007) T—

— Struggling
(828)

Suburban Places
(3,567)

Prosperity
- (285)

Suburban - Working Stability
Success (1,156) [457)

Aging
Healthy (14
(1.,444)

B South/Western
. Diversity (85)

Warking Diversity —

(288) I

— Central Diversity
(203)

Note: Numbers in parentheses indicare number of suburbs in the caregory.

SourceMikelbank (2004).

About half (50.9 pesent) of suburbs appear to fit into the stereotypical view of suburbs: white
bedroom communities that are prospering and aging. They have little or bal@rage
employment and little in the way of family structure or racial diversity. Yet, even witksn th

category, there is variation. They account for only 31.9 percent of the population covered by
the study.

The remaining suburbs, however, account for just under half of all suburbs (49.1 percent) and
are home to 68.1 percent of suburbanites in the stutligey vary in terms of race, family

structure, and employment composition and levels. Like central cities, many are actually victims
of sprawl. Their challenges are multidimensional.

Working stability suburbs have large populations and high numberssiéss establishments

and employment bases, many of which are manufacturing. While similar to manufacturing
ddzodzNdba Ay SO2y2YAO aiuNHzOGdzZNB> GKS LINBaSyoS 2
into a distinct cluster.
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InnerRing Suburbs

Hanlon (2010) focuses on inAeng suburbs, defined as those located contiguous with or
adjacent to a central city and where more than half of housing was built before 1969. In
addition, she describes different types of infriarg suburbs (wealthy, elitesthnic, middle
class, declining, and-risis). She examines inAeng suburbs in the 100 mogtopulated
urban areas in the United States and compares them to their newer outer suburban
counterparts. Her work focuses on regional variations and wnimgr suburbs in decline.

Using a national sample, Hanlon (2010, 93) finds thatttvirals of suburbs in crisis are inner

ring suburbs. While she finds extreme cases of increased poverty amongimgauburbs in

all regions of the country, the Midwest atide South had the highest proportion of inrgng

suburbs in crisis. Many of these were once home to manufacturing workers and were industrial

AY YIEGdNBe | Iyt2y fa2 FTAYRA GKIG GaddzodzZNba oA
high concentraibns of minorities. In particular, these suburbs, more likely irmmeg than outer

NAYy3IZ o0SOFYS LIR22NBEN) 20SNJ GAYSE OHnAamMnI mMpoOL® L
occurred from 1980 to 2000.
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housing market dynamics, demographics, lab@rket restructuring, and metropolitan

fragmentation. For example, she finds that housing age is important. Almost half the housing

stock in declining innering suburbs was buibetween 1950 and 1969 (postwar housing). Yet,

almost one in three houses in advancing or relatively strong tingrsuburbs were built

before 1939. Older housing possesses a certain cachet, while postwar housing is becoming
functionally and architectwally obsolete.

She also calls for more research into the varied social, economic, and political natures of these
suburbs and puts forth the following hypotheses as a way to further explore the dynamics of
different types of suburbs:

e Housing age, size, aggiality are relevant. Suburbs with postwar housing are more
likely to be in decline than suburbs with new housing.

e Suburban decline is less likely in metropolitan areas of an economically thriving region,
and distance from a central city or employmentter matters.

e Distance from transportation routes is important since this determines access to
employment.

e The role of political fragmentation and local government structure are also important
factors.

e The physical design and plans for these communjtiags a role in their viability.
Suburbs with more green space may be more desirable than those with lots of industrial
land.

A.5



e Diversity is a factor across old, new, declining, or progressing suburbs in different
NBIA2ya | YR YSiNER Ligmikdiity populathdisin thedsubarbsda A Yy ONB |
leading to changes in suburban political leadership? How are nonwhite suburbs
RATFSNBYG FNBY GgKAGS adzdzNba |f2y3 aLISOATA
(Hanlon 2010, 157)

e Suburbs are new immigrant gatewsin the United States.

Finally, she concludes that some suburbs resemble poor4cteneighborhoods and suggests
the need to look beyond traditional notions of cities and suburbs and recognize that decline is
not urban or suburban, but metropolitatNew theories of metropolitan growth, decline, and
transformation are needed along with new tools and strategies to improve these suburbs.

First Suburbs

Puentes (2002, 2006) of the Brookings Institution also uses a national framework for his work

on firstsuburbs. His methodology uses coutgyel data and divides counties with first suburbs

Ayi2 FANRG &adzodzZNDa&> LINAYIFINE OAGASAZI YR ySgSN
places just outside central cities that were part of metropolitan Aiceebefore 1950.

Using this framework, he and Warren (2006) found that first suburbs were home to 52.4 million
people in 2000, 18.6 percent of the population, including 29 percent of the foreign born. First
suburbs now have more foreigvorn residents (@ million) than their primary cities (8.6

million). First suburbs have largely retained their position as home to some of the most highly
educated and wealthy residents; they also have the highest shares of residents with white
collar jobs and the highes$tousing values.

Yet, even these places face challenges including greater disparities between races in education
and income, growing rates of poverty, and stagnant incomes. While the number epbiginty
neighborhoods is dropping sharply in urban aresss, increasing at an alarming rate in the first
suburbs. Threguarters of the first suburbs saw an increase in the percentage of their census
tracts with at least a 20 percent poverty rate from 1970 to 2000.

[ A1S 1 Iyf2y &6HnmMmnU I ysis dzRegiand. ¥et, firgt Bubtrbls ayBey Q& | y I €
hampered in developing a common policy agenda by their own heterogeneity. Regional

differences abound. Puentes and Warren conclude that first suburbs in the Northeast and

Midwest are almost exclusively slear no-growth places, while their counterparts in the Sun

Belt and Western states have been growing in recent decades. First suburbs in the Northeast

and Midwest have the highest white population shares, especially those in Ohio, Pennsylvania,

and upstate New ofk. Their populations are older and live in smaller households than those of

the Sun Belt.

Challengesty KA & Hnnw LI LISNI daxlFfdzAiy3d ! YSNROFQa CAN
recommendations that are further developed in his later work. He argjugsfirst suburbs
exist in a policy vacuum that favors struggling central cities and growing exurban communities

A.6



and ignores the unique assets and challenges of first suburbs. The aging population brings
challenges in housing, transportation, and healdnec Further, the increasing foreidrorn
population needs to be economically and socially integrated.

Puentes (2002) cites research by Myron Orfield (2002), which grouped 4,600 municipalities in

25 metropolitan areas according to their fiscal conditi@mfield identifies six classifications for
suburban fiscal condition (revenue capacity vs. expenditure needs) and finds that 8 percent of

the total population of the 25 largest metropolitan areas is living in suburbs that are very

stressed, poor, and almb#otally segregated with very low revenue capacity and very high
SELISYRAGMINE ySSRad C2NIiée LISNOSyid 2F G(KS LI Lz
revenue capacity ranging from low to very low and expenditure needs ranging from high to very
high.
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faced by distressed neighborhoods of central cities. As illustrateabile tA.1, all are located in

the Northeast and Midwest and have lost population between 1980 and 2000.

Table A.1. 1995 Estimated First Suburb Poverty Rate Based on¢2980 Population Change

Population change 1995 estimated

First suburb 2000 1980 19802000 poverty rate
(urban county) population  population (percent) (percent)
Highland Park, Ml (Wayne) 16,746 27,909 -40.0 45.9
Chester, PA (Delaware) 36,854 45,794 -19.5 31.8
East Cleveland, OH (Cuyahog 27,217 36,957 -35.8 30.4
Harvey, IL (Cook) 30,000 35,810 -16.2 26.9
Inkster, Ml (Wayne) 30,115 35,190 -14.4 24.8
McKeesport, PA (Allegheny) 24,040 31,012 -22.5 24.3
Chicago Heights, IL (Cook) 32,776 37,026 -11.5 21.1

Source! ®{ ® 5SLI NIYSyYyd 2F | 2dzaAy3d IyR ! Nbty 58@St2LISyisz a

Policy Recommendationg?uentes (2002) concludes, as does Hanlon (2010), that first suburbs
should form coalitions to develop and articulate their owripp agenda so they can be well
positioned in national and state conversations about these larger issues. One such example is
examined by Keating and Bier (2008), who chronicle the First Suburbs Consortium (FSC) in the
Cleveland area, one of the earliestaanples of these suburbs joining together to counteract
sprawl. The Northeast Ohio FSC was formed in 1997 to counteract sprawl in the metropolitan
region; tomaintain, preserve, and redevelop the member communitiegrtsure that public

funds are investe@quitably; to foster regional cooperation; and to promote sustainable
communities throughout OhidKeating and Bier analyze the impact of FSC both on its suburban
members and also on state policies affecting older suburbs.

The FSC can point to several gmams that it has developed to improve housing and
commercial development among its 16 members. It also has joined with other similar Ohio
suburbs to advocate and lobby for changes in state policies (so far unsuccessfully) to provide
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more assistance to ot suburbs. Nevertheless, FSC has been recognized as a national role
model.

Puentes (2002, 2006) offers specific policy solutions starting with policies that would expand
housing choice and opportunity for leincome households beyond the central city dirdt

suburbs. These include federal regulations that would permit and incentivize the use of Section
8 Housing Choice outside the lowiecome blocks of first suburbs and revisit the rules

governing the Lowncome Housing Tax Credit to foster the develeptmof more family units

outside poor minority neighborhoods. Inclusionary zoning (a state policy) can be used to ensure
that affordable housing is located throughout metro areas and not concentrated in just a few
older communities.

Other policy optionsnclude expanding the earned income tax credit to the state and local level
and other income support programs and curbing market abuses that result in charging higher
prices to lowincome families for basic goods and services. Through regulation, targeted
expenditures, and market innovations, leaders can lower these high costs fonémme

families and boost their economic and social mobility.

The federal government can encourage revitalization and promote investment in existing places

with established ifrastructure (including access to transit). States can offer tax credits for infill
RSOSt2LIYSyiGd tdzSyidSa IyR IFyft2y LRAYyd G2 aSiN.
Communities program as an innovative model for streamlining local administrative processes

by removing barriers to redevelopment.

States can prioritize infrastructure investments in first suburbs and permit and advance regional
and statewide growth management and enhanced local land use planning to address political
fragmentation. This will encouge efforts that span municipalities like overlay districts,

corridor planning, and transit districts.

Examples include incentive programs in Pennsylvania and New Jersey that encourage
collaborative planning between municipalities without relinquishinglaontrol. Pennsylvania
has legislation that permits the creation of revensiearing districts so municipalities can share
taxes. Florida, Washington, Rhode Island, and Maryland use statewide land use plans to
articulate diverse goals and guidelines tllirectly benefit places like first suburbs.

Puentes (2002) identifies a range of state programs that apply to first suburbs:

Fiscal Equity

e WisconsinState Revenue Sharing (www.legis.state.wi.us/rsb/statutes.html)
¢ Minnesota Fiscal Disparities Act of 1971
Stimulate Housing and Commercial Development

¢ Maryland Community Legacy Program
e Pennsylvanial995 Brownfield Cleanup Legislation
e Missouri taxcredits to promote reinvestment and redevelopment
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e Minnesota This Old House Program
¢ Maryland inclusionaryzoning laws
e Washington Stategrowth managementaws

Curb Sprawl

Remove Gas Tax Use Restrictions

New Jersey2000 Fixt First Law

Maryland 1997 Smart Growth Legislation
PennsylvaniaGrowing Smarter Initiative
Minnesota CommunityBased Planning Act of 1997

He also examines existing HUD programs and their utility for first suburbs:

The HOPE VI program is focused on redesigning distressed public housing (very little
public housing is located in first suburbs).

Empowerment Zone areas must have a populatioatdéast 50,000 and a relatively
high poverty rate (2625 percent).

Community Development Block Grant entitlement cities must meet the 50,000
population requirement. First suburbs can qualify for block grant money if they are
located in an eligible urbacounty or if they are eligible for money through their state
programs. Many first suburbs fall below the 50,000 cutoff and cannot receive direct
entitlement grants and must compete with other communities in their county or state
for nonentitlement CDBG fus.

Section 203(k) provides one loan to cover property acquisition and rehabilitation, but
the number of singldamily homes rehabilitated through the program has fallen
considerably since 1997.

Property Improvement Loan Insurance (Title 1) is sometingesl in conjunction with
203(Kk) to finance light or moderate rehabilitation.

Section 223(e) is a mortgage loan insurance program for older, declining areas and could

be used in severely distressed first suburbs.

5048 bSA3IKO2NK22R {sddvdldble antl beindiuBed to baNi® NI ¥ A &

suburbs.

Small Cities

In its 2008 reportTo Be Strong Again: Renewing the Promise in Smaller Industrial Cities

PolicyLinkooks atsmaller industrial citiesTheir universe isities that had populatiosiof a
least 5,000 people in 188 hd now lave populatios between 15,000 and 150,000 people
with median household income of $35,000 or less according to the 2000 Cétaagare
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former manufacturing hubsvith low-skilled labor force. Using this screen, Pglignk identified
151 cities primarily in Northeast and Midwest. PolicyLiolserves that the smallesizeof
these citiesmakesthem ripe to test creativeinclusive renewal strategies anaol seeresults
quickly.

Many of these smaller industrial citi@gere dominated by a single industry or company and
were thus affected by even small economic shifts within an industigidi-class families have
left, but in some casesew immigrantsare filling the void adding a newly dependent

population to the lowe-income residents who were left behin@ihese forces counterbalance
each other, providing minimal population gains but requiring cities to provide new services to
immigrant residents. Finally, these cities have an infrastructure and overhead desigrezgdo s
a much larger population and industrial base, but their resources and capacity to confront
those overhead costs have declined.

Somepolicy recommendationfor small cities are similar to those previously noted, but they
reflect the PolicyLink focus aquity and diversity, which is relevant for our work on distressed
suburbs.

Landuse andfiscalpolicy: Engage residents and stakeholders in forging a vision of the future
through land use planning and fiscal policy. As a part of the planning, citieklstreate a
systematic process to reclaim vacant and abandoned property. Gaining control of these
properties allows for smoother implementation. Like Puentes and Hanlon, PolicyLink calls for
smaller industrial cities to work with neighboring jurisdictidgagprovide planning and services
that are beneficial to the entire region.

Infrastructure: Smaller cities should focus on improvements in public transportation to connect
city residents with economic opportunities throughout the region. Investments nastructure
should be targeted. For example, Ohio is developing policies that prioritize infrastructure
improvements in established communities over those on the fringe. Finally, smaller cities
should invest in urban green spaces. Parks provide recredtigmertunities for lowincome
families and improve the environmental health of the city.

Economiaenewal: Small cities should focus on job training and improving schools to create a
new skilled workforce to attract new industries to the area. Job trejrshould be geared to
existing industries, and the public school system should educate students with a range of skills
to provide a versatile workforce to attract new businesses. Development projects in these
distressed urban areas will require gap finexge Cities should continue to assist developers but
increase accountability of developers to provide promised community benefits. Cities should
also support entrepreneurship by providing tax breaks and incubators.

Neighborhoodrevitalization: An anchornstitution strategy should engage large stakeholders

in revitalization. These institutions can provide financial support or create their own programs
to encourage neighborhood revitalization. PolicyLink recommends that neighborhood support
be targeted; speading limited funds too thinly can drastically reduce the impact of
revitalization dollars.
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Race, Poverty, and Fiscal Stress

The literature summarized above touches on racial transition, concentrated poverty, and fiscal
capacity, all of which are affenty distressed innering suburbs. We explored a subset of the
literature on these issues, especially, when possible, as it relates to suburbs.

Race

The literature touches on the growing diversity of suburbs but does not delve into the dynamics

of racial transition in older, inneing suburbs. Yet, for a small number of inmilg suburbs,
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around the country that have both failed and succeeded in reducing housing discrimination. He
offers East Cleveland as a textbook exanple (1 KS aAy @l aA2y FyR &adz00Sa
transition that resulted in racial resegregation. This is contrasted with a more successful effort,
beginning in the 1960s, by the city of Shaker Heights to prevent black suburbanization from
turninging NB aSaANBIAF A2y d YSIFGAYyIQa ¢2N] Aa dzaSTdz
case study the City of East Cleveland, which in the 1960s was one of the first and most

prestigious suburbs in the Cleveland area and had a reputation for good govet;riowe

taxation, and a high level of municipal services along with a very highly regarded public school
system. Keating analyzes the factors that contributed to its very rapid racial transition (from

1960 to 1970 the nonwhite population went from 2 to pércent) and its subsequent decline.

Thus, it holds lessons for suburbs facing similar issues today.

Concentrated Poverty

Puentes (2002) identified a handful of first suburbs that are affected by concentrated poverty.
Much has been written about the deketious effects of living in neighborhoods of concentrated
poverty, but again, most of it focuses on inf@ty neighborhoods and especially residents of
public housing. (A census tract is considered high poverty if at least 40 percent of residents live
in families with incomes below the federal poverty level.) It is a problem that encompasses

both people and place. Its negative impact can spread to surrounding areas, resulting in limiting
overall economic potential and social cohesion. In a suburb, thi;mflaence the entire city.

A 2008 study byhe Federal Reserve System and its 12 member zankihie Brookings
Metropolitan Policy Prograranalyzel concentrated poverty and its impacts acr@sside

range of community typesThe study includes 16 cadedies of areas including innity
neighborhoodssmall cikes, and ruralareas across all regions of thimited StatesAlthough

none of the case studies were done in distressed suburbs, the findings and recommendations
are useful.

Allthe communitiesstudiedfacecommonobstacles related to underperforming local schools
and loweducational attainment among adults of working agesufficient quality and diversity
of housing; lack of mainstream commercial investment; and the limited capacity of Idaa,pu
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private, and nonprofit organizations to navigate this suite of challenfjes.report calls for
strategies to help both poor places and iheesidents. In the final chapter of the report,
Berube and colleagues (2008) synthesize the themes fromabe studies.

Berube and his coauthors identify thréactorsthat have contributed to the concentration of
poverty and the challenges faced by these communifewverty developing over decadaeme

or more forms ofsolation(physical, social, racial, and linguistic) from the larger economy and
community, and significardemographic change®sulting from immigration, formation of
singleparent households, and so on. The communities exist within both weak and strong
regionaleconomies, suggesting that strong regional economic growth is not enough to lift these
places out of poverty. However, Berube and colleagues point out that the relative strength of
GKS O2YYdzyAGASaQ NBaLISOGADS NBEIANthelrlfutureSO2y 2 YA S
prospects and shape the types of policies that might be effective. In areas with very strong
regional economic growth, #migration and investment may lead to a decline in the poverty

rate. However, whether this rising tide benefits the amg residents of these communities as a
result remains to be seen.

These communities have limited capacity to address the problems associated with
concentrated poverty. This lack of organizational capacity and experience and lack of expertise
can affectthe duration, sustainability, and effectiveness of programs. Governance challenges
include local government fragmentation, political representation, and lack of effective
governance mechanisms that could foster joint public/private/nonprofit decisionmakiagk

of trust can undermine collaborative decisionmaking. This may be a critical issues in addressing
the challenges of concentrated poverty, since it sets the context for all other types of
interventions, particularly as community development policied @arograms increasingly

require broad publigorivate partnerships and resident participation.

Despite their challenges, these communities have an array of locational and economic assets
such as proximity to anchor institutions, possibly location in{gigiwth regions, and unique
histories, which can form the basis of a recovery strategy if effective ways can be found to
capitalize on their commitment and their resilience.

Deconcentrating Poverty through Mixethcome DevelopmentPartly in response to #

research into the effects on residents of living in neighborhoods of concentrated poverty as
described above, recent federal housing policy has fostered mn@ane communities

through HOPE VI, the public housing revitalization program that replacéds polising

projects with mixedincome housing, and through Section 8 Housing Choice Vouchers. A
number of studies have looked at the impact of HOPE VI on the former public housing tenants.

Joseph (2006) draws on research to determine whether deconcemgraoverty through
mixedincome housing development leads to better social outcomes for former public housing
residents. He examines each of four propositions that are used to make the argument for
mixed income housing:
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e Social networks as social capitaivingin close proximity to higheincome households
can provide opportunities for lowencome residents to establish effective social
networks that are seen as important for employment and upward mobility.

e Sociakontrol The loss of stable working falles from the inner city meant the loss of
role models and people who were more likely to exert pressure within the community
for order and safety. Increasing the number of higirerome residents, particularly
homeowners, would lead to higher levels aicauntability and an increased informal
system of social control.

e Culture andbehavior The presence of highencome residents will lead other families
to adopt more socially acceptable behavior as they learn from observation. This
propositionisveryof i NE GSNEALFf FyR FaaddzySa I &aOdzZ { dzNX

¢ Politicaleconomyof place Increasing the number of highcome residents can create
new market demand, which can attract highguality goods and services for all area
residents. Politically, political foes that ignore their needs have marginalized lower
income neighborhoods.

Joseph (2006) finds the evidence limited and inconclusive. While some-rinigethe
developments have led to the creation of neighboring relationships, each development was a
specialsituation and should not be used to generalize about mikedme developments.
Children seem to be the greatest benefactors of mixgmbme developments. They are more
likely to interact with children of all income levels and serve as a bridge to hinagimgarents
interact with one another.
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strong property management in public housing may be more important. He finds very little

evidence to show that role model is occurring in mixedl y 02 YS RS @St 2LIYSy Gaod ¢
conventional wisdom, people at different income levels display pretty much the same

distribution of values, social attitudes, and lifestyles. While there is certainly a difference

between holdinga value and acting on it, there may well be less to be gained from income
YAEAY3I Ay GSN¥Y&a 2F OKIFIy3aAy3ad @l tdzSa GKIYy A& | &

He does find evidence of the market adjusting to accommodate greater buying power in the
neighborhood as a redt of mixedincome development. The influx of moderate high

income residents creates a new market for goods and services. As the private sector begins to
invest, the public sector will certainly follow suit, but these changes are attributed to market
adjustments rather than the demands of highacome residents.

Joseph (2006)oncludes that expectations for mixeéaicome developments should be clearer.
Is the expectation teevitalize a neighborhood, house the poor lift low- income families out
of poverty? If these expectations are clearly spelled out, it becomes much easier to evaluate
their effectiveness. Dispersal thfe urban poor with programs such as Sect®rlousing Choice
Vouchershas actually been proven more effeaithan mixedincome avelopmentin terms of

A.13



raising the earnings of the participating famili@ut such programs caalso have detrimental
effects because families are completely transplanted and must reestablish social networks in an
unfamiliar environment.

Mixed-income deelopments could b@ne wayto provide higheruality housing options for
current residents while also providimgw housingopportunities for highefincome residents

to relocate to severely distressed neighborhood#ile this will certainly help municipabffers

by offering additional income and property tax, this article suggests that the social benefits of
mixedincome developmentfor the original residentsnaybe negligible.

Fiscal and Tax Capacity

The National League of Cities (2010) surveyed its neerities (including suburbs) on jobs and
the economy. The league was interested in understanding the fiscal stress placed on
municipalities as the nation continues to recover from the recession. Municipalities across the
board are clearly feeling the eftt of reduced property values and increased unemployment
and the resulting declines in tax revenues.

Specifically, the survey found the following:

e Three out of four city officials report that their economic and fiscal conditions have
worsened over the pst year.

e Eightfour percent of city officials report that unemployment has worsened over the
past year, and nearly 90 percent say it is either a major (41%) or moderate (47%)
problem.

e To deal with the fiscal implications of these and other economic tiomdi, seven in ten
city officials report making cuts to personnel (71%) and delaying or cancelling capital
projects (68%).

e One intwo (52%) city officials report that service levels will continue to decrease next
year if tax rates and fees are not increds

Unfortunately, when budget or service cuts are made, they are slowly reinstated if at all.
Reductiorsin service and increased taxes could cause residents to seek greener pastures,
potentially cause significant oumigration, whichcould further stres | fidahde® Q &

Remedies for Fiscal StresBhere is a small body of literature on fiscal stress and the remedies
available to nunicipalities A good overview is provided by Kimhi (2008). Municipalires

similar to private corporations, but as public entities they have certain obligations to provide
local services regardless of fiscal health.suchspecial mechanisms are required for
bankruptcy procedures should a municipality become unable to rdebt obligationsin his
review of the legal remedies available to citeegeriencing fiscal stresKimhi (2008jinds
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three: creditors' remedies, Chapter 9 bankruptapd state intervention, which may include
state financial boards and/or Municipaldolvency Statutes.

Many cities of interest in our project have shrinking tax bases, aging infrastruanotea
dependent population base. Such conditions are a recipe for fiscal stnredsmnicipal
insolvency may bebmea reality for many. But what indgency remedy can best save the city
and enable it to begin revitalization effo@Secondly, which remedy can actually prevent
potential fiscal stresses before it is manifest into insolvériynhi(2008)examines each
remedy in terms of its impact on riglents, the city, the stateand creditors.

First he examines the causes of fiscal stress and findshbet are two generally accepted
theories: socioeconomidecline and local management.

The socioeconomidecline theory (Laddinger) views externdctors, rather than internal

political decisions, as the primary causes of urban crisis. It attributes municipal financial distress
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business cycles, suburbaaiion, and state and federal policies toward local governments.

Clearly many major cities experienced fiscal stress following the national recession in the 1970s,
and, as the National League of Cities survey shows, many are experiencing stress in the most
recent recession. Suburbanization and population changes cause a cycle of decline that directly
affects a city's tax base and its ability to provide services. Loss of figioene population to

suburbs leads to a declining tax base, increasing costswitseand so on. Finally, changes in
AYGSNH2GSNYYSy Gt GNIyaFSNI LI e&ySyida OFy € aGSN
monies are lost, but the obligation to provide such services under state statutes remains. This
perspective on municipal declinargely discounts the impact of local decisions that could have

created social change or policies to deal with changing demographics.

Advocates of the local management theory of fiscal stress (such as Martin and Pammer) do not
ignore the external forcesated by the city, but they theorize that ultimately the political and

financial managerial structure of the city leads it into fiscal danger. The distribution of power
AYaARS | O2YYdzyAGeée FyR GKS OAGeQa YhordoaSyYSyi
much the officials themselves, but rather the political system in which they operate which is at
fault. Fragmented decisionmaking is the central complaint. The more fragmented the political
system, the more likely the local government will suffemfirfinancial difficulties.

The literature distinguishes between size fragmentation and procedural fragmentation. Size
fragmentation is the number of social groups that participate in the budgetary process through
their representatives. The more participanthe greater the expenditure level. Procedural
fragmentation has to do with the procedure according to which fiscal policy is ultimately
decided. It depends not only on the number of decisionmakers but also on how decisionmakers
interact with one anothe When decisionmaking is decentralized, spending tends to increase.
When New York City went bankrupt, multiple interest groups with no central authority
dominated it. Chicago, on the other hand, had a strong party machine that was able to resist
budgetarypressures.
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cause municipal financial difficulties. However, even in the presence of some or all of the
socioeconomic forces described above, many scholdrevgethat circumstances internal to
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The three remedies are also examined by Kimhi (2008):

Creditorstemedies Creditors may file for a judgment against cities unable to meet debt
obligaions, but their ability to enforce such judgments is limited. Most municipal assets are out
of reach of creditors. Since cities provide many local services, they are protected, so the city can
continue to provide services despite financial emergenciessd peotected assets include

tangible items as well as financial assets. However, a new remedy for creditors has evolved
called a writ of mandamus to collect taxes, in which a court order requires a city to levy a tax in
an amount sufficient to cover defaeld debt obligations. All proceeds above current tax levels

will be directed to help satisfy the debt obligations until it is fully paid. Courts usually require
RSodG G2 0SS aSidtSR 0SF2NBE GKS YdzyAOALI tAGE QA
reman at or below state limits. As such, if a municipality has exhausted its tax capacity,
creditors are again without a tool to collect.

Chapter Dankruptcy Chapter 9 bankruptcy protection enables insolvent localities to seek

bankruptcy protection from thie creditors, and it provides them time during which to

negotiate a debt readjustment plan. If the court approves the debt readjustment plan, creditors

must accept the terms of the plan and have no opportunity to negotiate more favorable terms.
Municipalites must meet five thresholds before entering into bankruptcy protection; this
RAFFSNE FTNRY (KS NBIldzZANBYSyiGa 20KSNJ RSold2NE 7T
alia, express and direct state approval for the bankruptcy filing, as well asalmency
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tax rates as imposed by the municipality. This allows localities to avoid full repayment by

refusing to maximize their tax raising capacity.

Statefinancial boards and state municipal insolvency statuefinancial board is a state

agency created to help a distressed locality overcome its economic troubles. Unfortunately,
ailrdSa RSOARS (G2 AyUSNBSYS 2yf @& ntgfadeSadivhen OA (& Q
the city is unable to finance its operating expenses. Some states have taken a more systematic
approach and have created municipal insolvency statutes that list economic criteria for when

state financial boards are created to assist imsal localities. State financial boards create

rehabilitation plans that obligate the city to take the required actions toward recovery. State

financial boards may require tax increases, reduction of expenditures, and alterations to the

political environmat.

Kimhi (2008) concludes that state financial boards are the best remedy to municipal insolvency
after analyzing the risk bearers in each remedy. The least popular is obviously when the
residents bear the majority of the risk. Cities are creatures efdfate, therefore the state

should be responsible for creating statutes to protect municipal fiscal health and help cities
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recover from insolvency. Cities in states that take a proactive approach have improved credit
ratings, resulting in lower interesates.

Kimhi (2008) recommends that all states create municipal insolvency statutes that set specific
criteria for state intervention. Good examples are found in the North Carolina Local
Government Commission and the Ohio Fiscal Emergency Law. Manyhaitie® study are
experiencing fiscal stress and may be considering insolvency as an option. State creation of
municipal statutes may help the state intervene before bankruptcy and other remedies are
needed. These statutes along with other tax capa&aitgreasing efforts could help cities return

to financial strength.

Local management capacityt is hoped that cities and suburbs experiencing fiscal stress will
not reach the point of fiscal insolvency. Hill and Nowak (2002) focus on the local management
issues described above and offer strategies these cities can used to uncover their competitive
advantages.

Two quotes reflect their assessment of the problem:

G5Aa0N5aaSR OAGASaE KIS KAaAG2NASa 2F NBRA
public sectoroperations and contracts as jobs machines, which are deeply

entrenched. Moreover, distressed cities have operating bureaucracies whose

personnel and strategies reflect decades of decline and low expectations about
LISNF2NXYIFyOSadé 61 Aff YR b2gl ] HAAHI HCTO
dWhen probed, what appears to be corruption in public service is really the end

result of incompetence, mismanagement and a regulatory system that does not

Fdzy QUA2y ®é OLOARDPEI HcCcyU

More specifically, distressed central cities have
e outdated tax structures,
e broken political cultures,
e uncompetitive staffing levels,
e vacant and abandoned land, and
e an inappropriate array and mix of public services.

To address these issues, Hill and Nowak suggest a range of strategies. Firstyaciveliing

publicsector bureacracy is necessary to reconnect distressed cities to their regional

economies and provide the seedbed for development and opportunity. However, especially in
smaller cities, the bureaucracy is too small, and it has forgotten how to get things done due to

lack of leadership and competence; and the financial resources required to build competence

back in the civil service is also lacking. These smaller cities are not able to offer competitive

gl 3Sas yR LRGSY(GAlt Ydzy A OAKBechuseSpoliicale SSa R2y Q
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instability. Further, meaningful administrative reform depends on making new arrangements
with publicsector unions.

Hill and Nowak also look at the importance of leadership. Civic leadership can come from many
different places ineclding local foundations, nonprofit development organizations, politicians,

and the private sector. All form the social capital of a city. Effective leadership is needed to
keep moving forward on the lorAigrm civic agenda. Yet, the leadership group must be
permeable enough to lead social and economic change.

Cities that aim for meaningful reform must bring in an outside agent (possibly the state through
a fiscal emergency commission). This enables local politicians to shift the blame for necessary,
painfulrestructuring to that agent. Reforms may need to include restructuring state and local
taxes or new political leadership. For example, a new, dynamic, competent mayor can attract
talented staff and make a great difference in attitudes, performance, amdgptions about his

or her city. The problem is that the mayor does not have either the financial resources or
institutional flexibility to hire enough people to turn around the performance of the city. He or
she can only work at the margin of reform (ldilld Nowak 2002, 272).

Again, bringing in an outsider can help. New mayors have successfully used a management
improvement task force to review city operations with an eye to staffing levels and
competence. Where is it too big and where is it too smabi®eS can step in with loaned
executives or give new city hires the ability to move into the state civil service system to get
around the career path and civil service issues. Other reforms include the need for an entity
such as a city or countywide landrk to address land assembly issues.

Finally, a strategy for raising the incomes of current residents is the adoption of a state and
f20f SIFENYySR AyO2YS GFE ONBRAG® ¢KAA A& (GKS
interfering with marketbased wage setting mechanisms.

Programs ThaWork

Our review of the literature did not reveal many programs that were working on the ground in
distressed innering suburbs. However, we did find many studies of effective neighborhood
based programs and some regional governance anghaxing progams that seem to be
effective. Examples of these are described below.

NeighborhooeBased Programs

We selected two neighborhoebased programs to highlight here. Both are wedtablished
programs that have been shown to have a positive impact over agerigd in distressed
urban neighborhoods of central cities. It is hoped that these can offer guidance as to what
might work in distressed inneing suburbs.
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Dudley Street Neighborhood Initiativen her bookw S @A Ay 3 | YSNAOF Q4 C2NH?2
NeighborhoodsAn Investigation of Inne€ity Revitalization Effort&lise Bright (2003) examines
revitalization effortsaking place in impoverished inneity neighborhoods across the country.

She looks at a variety of efforts ranging from partnerships and communitpesnmentto
regionalgovernanceShe provides case studittgat identify strengths and challenges faced

While she does not focus on inneng suburbs, several of her findings, especially those that

are working at the neighborhood level, were examined to assess their applicability to these

smaller communities. For example, she looks atDelley Street nighborhoodorganization, a

highly regarded longunning example of comprehensive community developnisgfore,

during and after several projestwere completed.

Dudley Street offers an example of hoasidents of éBostonneighborhood, fed up with
abandomment, poor city serviceand neglectempoweredthemselvego improve their
neighborhood. Such efforts could be transferred to atb#ies experiencing decline. We have
found that many impoverished communities lack the organizasilccapacity for sustaied
grassroots revitalization efforts. $ids useful to look ahow the residents of the Dudley Street
neighborhoodwere able to overcome this hurdle

The Dudley Street residents overcame this barrier partly from mistrust of government officials
and the aplorable conditions in their neighborhood. The residents not only pressured city
officials to meet their demands, but also included all residemisluding youthin planning.

Dudley Street had been a stable Irish and Italian American neighborhoot Hagfan to

experience racial change around 1960. Urban riots in 1968 and busing accelerated the process.
Disinvestment and abandonment was rampant, leading to nearly 1,300 vacant lots imalel.5
area. By 1980, over 40 percent of residents were livielgw the poverty level. Dumping was a
major problem on vacant lots, and the city reduced trash collection. Residents were literally
living in filth. Such conditions infuriated residents and motivated them to make a change.

The residents were wary of citlgvolvement in revitalization efforts, as they had seen what had
occurred in other neighborhoods, with gentrification forcing out many {ergn residents.

They wanted to avoid the standard practice of outsiders coming in and telling residents what is
bestfor them. In 1984, the Mabel Louise Riley Foundation offered funding to create a
redevelopment plan and helped form a-B8mber board with just three residents to oversee

the plan. The Dudley Street Neighborhood Initiative (DSNI) was created when resident
objected. The Initiative created a 2Bember board that included mandatory representation

from different racial groups, community stakeholders, and nonprofit organizations. The board
was elected by the thefi,300 members of the organization.

The new orgnization focused on small successes to keep motivation and participation high,
including improved public transit access and intersection safety and increased garbage
collection. The DSNI Revitalization Plan released in 1987 was a culmination of nins ofonth
community meetings and assistance from minority consultants. The City of Boston participated
in the process, but the community led it. DSNI was created as an urban development
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corporation that took possession of the vacant properties and was givenezindomain
powers to take vacant lots that were still under private ownership.

DSNI did not sell vacant lots for redevelopment, but instead offered ground leases, giving
lessees longerm control of the property. DSNI also used land trusts and resteicibvenants

to maintain the low to moderateincome character of the neighborhood, essentially using tools
that had been employed in the past to keep laveome residents or minorities out of
neighborhoods to provide stability.

From the beginning, DSNI$avolved youth in the planning process. The youth not only

helped design many of the parks and a neighborhood recreation center, they learned many art,
architecture, and planning skills in the process. Such attention to the youth in planning assures
a long-term and sustainable planning and community involvement process.

Marshall Heights Community Development Organizatidrne second example of a
neighborhoodbased program that could offer lessons for distressed irimey suburbs is

drawn from The Entefdk & S C 2 dzy R 01 the2Gyoné with €omprah@nsive Community
Initiatives which looks at communitipased organizations that are making a difference in
distressed urban neighborhoods. The Marshall Heights Community Development Organization
(MHCDO) péicipated in a sevetyear Rebuilding Communities Initiative sponsored by the

Annie E. Casey Foundation that focuses on community building and expanding into new
program areas.

MHCDO serves Ward 7 in Washington DC. Ward 7 has 2,767 public housinganeitam

any other ward in the city. In 1990, the ward was 97 percent Afrigaerican. While the ward

has a disproportionate number of poor residents, it has many amenities such as parks and
historical sitesWard 7 in Washington DC shares many demog@apharacteristics with

distressed innering suburbs and faces many of the same challenges. Understanding how
MHCDO was able to overcome these challenges and engage the community in the process can
inform policy recommendations.

MHCDO is a large commundgvelopment organization with over 60 staff members and an
operating budget of $5 million. The organization services an area of nearly 70,000 people with a
median household income of $18,200 (as of 1990). MHCDO provides educational, housing,
commercial, ad business services to the community, while maintaining several revenue
producing assets such as a shopping center.

Communityorganizing Like the Dudley Street Neighborhood Initiative, MHCDO grew out of a
grassroots effort in 1979 as an intentionallglusive organization. MHCDO works to involve all

members of the community in formulating new programs and policies. Public housing resident
O2dzy OAf YSYOSNR KIFI @S | aSkd 2y al/5hQa 062 NR
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Coalitionbuilding MHCDO provides many services to the community as part of a holistic
approach to community delopment. Some services are provided through other institutions

such as nonprofits and city agencies. For example, educational and safety programs were
created through partnerships with local school and churches. City and state agencies and local
medical dfices have been engaged in welfare and health programs through MHCDO. This helps
build the capacity of other organizations serving the community.

Commerciatevitalization Through public and private funds, MHCDO was able to purchase a
local shopping ceer. The center underwent an expansion in 1996 and now holds nearly 20
businesses and provides 150 jobs, 60 percent of which have been filled by ward residents.
MHCDO receives $120,000 of income annually from the center. While MHCDO acknowledges
the overwtrelming success of the center, it is quick to point out that this particular project was
the result of unique circumstances and is not easily replicable. However, the idea that a
communitybased organization can invest successfully in incpnoelucing devedpments or
business ventures with profits returning to the community is replicable.

BusinesslevelopmentMHCDO provides technical assistance, grants and loans to Ward 7
business owners and new entrepreneurs. Training is offered through collaboratidnstver
agencies in D.C. MHCDO manages a micro loan program to provide seed money for new or
SEA&GAY3 odzaAySaasSa GKIG R2y Qi KIFI @S S&aidlofa
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center. This was the first minordiywned franchise of the bakery. Chesapeake waived its
franchise fee and MHCDO purchased 34 percent of stock on behalf of future employees.
MHCDO has also created business incubators as part of its industrial devalgpare

While these two programs may have helped struggling neighborhoods, these neighborhoods
exist within larger cities with stronger neighborhoods and other assets that can help stabilize
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citywide, thus reducing available resources.

Regional Governance andxisharing

In combating innecity poverty, much of the literature recommends regional programs that
encourage local governments to share services anegakherefore it is useful to include some
examples of places where such programs are working. In her chapter on regional governance,
Bright (2003) examines thaties of MinneapolisSt. Paul, Portlangnd the Canadian cities of
Vancouvey Toronto, Ottawaand Montrealas they eaclusesome form of regional governance,
taxation, or services.

The Metropolitan Council in Minneapo!&. Paul is often cited as a model regional government
with taxation powers that control transportation planning, transit dees, air and water quality
planning, redevelopment and housing authorities. The goal of the council is control sprawl and
the distribution of affordable housing with a key goal to prevent concentrated poverty.
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communities to pool 40 percent of tax collection increases resulting from commercial and

industrial development from a sevezounty region and redistributes it to communities in need

of fiscal supportThis helps smaller, older communities that have no tax base or whose tax base

is shrinking. Redistribution is based on population and need, which is determined by the ratio of
each city's per capita property valuation.

Tax increment financing (TIF) haeh used in Minneapolis since 1970 for downtown
commercial development. In 1990 the state legislature extended these TIFs so after the bonds
had been paid off, revenues could be directed toward neighborhood revitalization outside
downtown. The new Neighbbpod Revitalization Program allowed residents to formulate
neighborhood plans with city assistance and gave them the funds to implement their plans.
Minneapolis also has Housing Replacement TIF Districts, which allowed for the acquisition of
substandard hasing for removal or rehabilitation. The properties remain in the TIF district for
15 years.

The City of Portland used an urban growth boundary to limit sprawl and maintain property
values and neighborhood attractiveness. The compactness of the citylbagalthe city to
invest in infrastructure and public amenities in even the poorest neighborhoods. Several
neighborhoods with singleoom-occupancy hotels for homeless men and women and higher
than city average poverty rates have received new streetscapdgarks. Many residents are
surprised when they learn the true demographic makeup of the neighborhood.

The Canadian cities are difficult to compare to our situation partly because of the different
governmental structures and approaches to planning. Hmvethe regional governments in
Canada use services such as sewer and water to help curtail sprawl. The City of Ottawa did a
public education campaign to demonstrate that controlling sprawl and development is
beneficial and lowers the public cost.

While both Minneapolis and Portland offer examples of regional approaches, the issue of race
cannot be ignored. Both Minneapolis and Portland have very homogenous populatiaking
reform and revitalization a simpler task. Another theme in both cities wadite level of

support from the state. In each instance, their regional approaches required action from the
state legislature not just once, but on multiple occasions.

Do Nothing

Glaesel(2007) questions the wisdom of any federal investments in cities (he uses Buffalo as an
example) that are rapidly losing population and jobs. He observes that federal investments in
AYFNF a0NHzZOGdzNBE FyR 0A3 daif @S N2 tordrersellécinesRS St 2
and have not addressed the growing population ofdmaome residents in Buffalo. He argues
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approach for upstate New York would invest iropke-based policies that improve the
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economic futures of the children growing up there. Education is the best tool we have to fight
L2 OSNIieé¢ oDflFSaSNIuwunntI pouod

Conclusion and Next Steps

Abroad base of researatreates typologies cAmericansuburbs, espeially innerring orfirst
suburbs.However, thee is aneed for further research intepecific types of suburbs. Our focus
is thesubset oflow-capacity, highlylistressed innering suburbsThe purpose of this project is
to deepen the understanding of éhdynamics at work in these suburas well aghe trends,
challenges, assetand liabilitiesthat have contributed to their distres®leighborhood,
municipal, and regionalrpgram and policyecommendationsare offered. There is evidence
that grassrootcomprehensive development programs can wirkargeted areas oinner-city
neighborhoods Such programbBold potentialfor distressed suburbs and small citiésit many
of thesehave very little fiscal or managerial capaatythe city leveto implementprograms
and residents are not well organizelegional strategies can help at a macro Ighvet efforts
such agegional tax sharing are likely to bring about benefits only over a long term.

The literature revievalsosuggestd areas for further inquy including:
¢ What is thelevel of fiscal and managerial capa@ity
e What is the capacity of residents to mobilize around issues?

e Whatstrategies and investments were used by communities to either change their
development path or to embark on a differentth&®

e Are they part of a consortium or alliance such as the First Suburbs Consortium? Is this
seen as a benefit?

¢ What significant trends or events got them where they are?
e 2KIFG RAFTFSNBYyOPolidesmade? G KSANIJ adl 6SQa
e What state anddderal programs areorking well and how could they work better?

e How are they affected by thel¥ S (i NP ldrgiBcbn@riic and population tren@s
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Appendix BMethodology and Bucket Tables

This project focuses on suburbs that once were thriving but are now severely distressed and
have limited epacity to respond to increasing needs. Three indicators were used to analyze
how distressed each suburb is: poverty rate, unemployment, e foreclosure raté.

We started with all cities and villages in thaitéd Sateswith populations of at leas?,500 in

the year 2000Since our focus was on suburbs, we did not want to include central cities, but we
did want to include many cities that are often designated as central cities in other analyses. For
example, many cities whose names are part of theropolitan areaa kames are considered
central cities but seem to be more appropriately characterized as suburbs. We tried a few
different methods of sorting this out and decided to use the Minneapslifaul, Minnesota,
metropolitan area as a guide. Raul, the smaller of the Twin Cities, constituted just over 9.6
percent of the population of the CBSA in 2000, so we used St. Paul to set the thréshold:
qualify as a suburb for our analysascity could constitute no more than 9.6 percent of the
CBSAopulation. In addition, the city could not be the first name in the CBSA petitan area

title. Finally, there needed to be complete data for all our analysis varidMaen all the

filtering was donewe had4,066 suburbs in our analysis file.

These4,066 suburbs were distributed across the nine census divisions, as displdigeaten

B1. The East North Central census division had 23.5 percent of all suburbs, followed by Middle
Atlantic, at 18.8 percent-or comparison later, it is noteworthy thahly 12.3 percent of the
suburbs were in the Pacific division.
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Figure B.14,066 Suburbs in Analysis/ Census Division
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Identifying Suburbs in Distress
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above 1.50r each of the three indicators of distreg®verty rate, unemployment rateand

foreclosure rate. This provided three index values that were all scaled in the same way and

were then analyzed individually and combined into a compositexnde

What Is arM-Score?

One common wajo quantitatively measwgl Rl (|  LJ2 Aaf filo®@ &he deritai ifto y O S
calculate itsz-score. To calculate ascore, the data value for the individual suburb is subtracted
from the mean for the entire population of values, athe result is divided by the standard deviation
for the distribution:

z = (& Q uy/dy

The higher the value faz, the farther the value is from the mean of the distribution. In the case of
the variables of interest in this study, namely poverty, unemplent and foreclosure rates, the
larger the value of, the more distressed the suburb is.

Our distributions of poverty, unemploymerdnd foreclosure rates, however, are skewed to the right.
On the left, the values are bounded by zero. On the right]ithi is 100, but the observations are
typically sparse the farther to the right one looks. In such cases as these, the mean is susceptible to
these outliers on the right, and the mean will be higher than the median value. In addition, the
standard deviatn will be large relative to the mean, since it too is influenced by outliers.
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Many adjustments are available for dealing with such skewed data, including various variable
transformations. Many of thesegansformationsreduce the bias caused by the skeimess but make

it hard to interpret resulting statistics. For our purposes, we calculated statistics that can be easily
interpreted and combined to produce a composite index.

The transformation used in this study is based on the median, instead of the eme#ite measure of
central tendency. This methodology was created by Hill, WolamatBrennar. As is generally

known, the median is not susceptible to the magnitude of extreme outliers. For example, given the
data points 13, 5, 7 and 100, the mean is 23 while the median is 5. If the highest were instead
1,000, the mean would be 203.2, but the median would still be 5.

This alternative transformation is called amscore and is calculated as follows:
m; = & ¢ My)/PSR

where

e X is the value for the individual suburb

e M, is the median of the distribution across all suburbs.

o PSRis the pseudostandard deviation and is calculated by dividing the interquartile range value by
1.349. The interquartile range is calculated by takinguvhiee of the distribution at the 75th

percentile and subtracting the value of the distribution at the 25th percentile. In a normal
distribution, 50 percent of the values lie between the mean minus .6745 standard deviations and the
mean plus .6745 standadkviations (or a range of 1.349 standard deviations). This is the
interquartile range for a normal distribution, so if we divide the interquartile range value for our
distribution by 1.349 we should calculate a value equivalent to about one standardidavia

A major advantage of thm-score is that the information generated by an outlier is retained in
relation to the true center of the distribution without biasing the measure of central tendency, the
median, and the measure of spread, the pseudostandigndation, that work best for skewed
distributions. Than-score has the advantage of being interpreted in a manner similar to the familiar
z-scorg that is, in terms of the number of standard deviations from the center of the distribution. In
the case ofhe z-score, the center is the mean. For thescore, it is the median.

Since the data were skewed, we chose to msscores as our method for transforming the dathis
also allowed us to calculate composite indexes.

Suburbs that had high scores on therquosite indexi(e.,were very distressed in all three

areas) were considered most distress@dsuburb could not be identified as most distressed by
having an extreme score on just one or two indicators. Usingagore threshold of 1.5

yielded 168 subuns, or 4 percent, as most distressed from the initial pool of 4,066. In other
words, 168 suburbs were found to be 1.5 or more standard deviations above the median on all
three indicators of distres3hese 168 suburbs represented a total population ofrdillion in

2000, which is 6 percent of the total suburban population of 68.3 million in our sample

An analysis of the geographic distribution of the 168 ndistressed suburbs by census division

yielded some surprising resultig. B.2) While only 10 LISNOSy i 2 F 2dzNJ al YL
the Pacific census division, 36.3 percent of the nrtbstressed suburbs are in this division. With

61 of the 168 suburbs, the Pacific division has more than twice as manydmstsissed

suburbs as the nextighes division East North Central with 29. The Pacific division includes
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California, Oregorand Washington, but all the moslistressed suburbs in this division are in
Californiaparticularlythe southern half of California. Similarly, the Mountain censusidn
includes eight states, but all six of the malstressed suburbs in that division are in
southwestern Arizona.

Figure B.2Distribution of All and MostDistressed SuburbBy Census Division
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Pacific Mountain  W. N. S. Middle New
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Figure B.3 presentsather way of looking at this geographic distributidhshowsthe most
distressed suburbs by metpolitan area (using CBSAs and combined statistical areas, or CSAS)
using prism mapping. In the prism map, the heights of the npailitan areas reflect the

numberof mostdistressed suburbs in them. Medistressed suburbs in the Pacific and

Mountain divisions are concentrated in tlseuthwest, in areas such as Los Angdlesg
BeachRiverside (27), FresAdadera (13), Bakersfield (5), Salinas §hd VisaligPorterville (4).
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Figure B.3Prism Map of MostDistressed Suburbs, by CBSA/CSA
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Note:CBSA sore-based statistical areaCSA=combined statistical area

The geographic distribution illustrates that these 168 radistressed suburbs are clustered
acrossvarious metropolitan regions of the country.

The contexts in which trse suburb®perate are likewise varied depending smchfactors as
the age of the suburkits economic and demographic history, and otiwariables To better
understand the differentontexts in which they operated, groupings based on measures of
population and economic trends were addddbleB.1 illustrates the six different types of
places.

The economic trends are captured in the two rows of the ma8iurbs were classified ane
of two groups of regional economies:

e ACHINR g UKE 00G2LI NPgOY ¢KS NBIA2YyLFE SO2y2Ye
overall median rate of growth.

e G{f2NMRPSGKE 602002Y NRgOY ¢KS NBIA2YyLE SO2y:
overall median rate bgrowth, or the regional economy declined.

It was expected that modafistressed suburbs in regions with fagbwth economies might
show some benefit from theegionalgrowtht a rising tide lifting all ships. Conversely, most
distressed suburbs in regiomsth slow-growth economies might face additional challenges.
Regional economic trends were measured usmgcore values for inflaticadjusted
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percentage change in gross domestic product (GDP) per capita from 1980 thf@0B@ CBSA
in which the suburhlis located. (2009 GDP was used to capture any impact from the recession.)

Population trends from 1980 to 2000 are captured in the three columns of the matrix: absolute
population loss, slow populatiogrowth (below the median rate)and fast populatiorgrowth
(above the median rat€).

Table B.1. MosDistressed Suburbs Classification by GDP and Population Change

Population Change, 1982000
Population growth but Population growth above

Absolute below the median (negative the median (positiven-
population loss m-score) score)
M-score for Bucket 4 Bucket 5 Bucket 6
inflation-adjusted  + (n=40) (n=7) (n=6)
% change in GDP (Pop. = 875,757) (Pop. = 305,860) (Pop. =111,531)
per capita, 1989 Bucket 1 Bucket 2 Bucket 3
2009 - (n=26) (n=13) (n=76)
(Pop.= 339,509) (Pop. = 258,598) (Pop. = 2,182,583)

Note: Total suburbs = 168, total population = 4,073,838.
¢tKS aAE OSfta 2F GKS YIFIGNRE NBLNBaSyid GKS
Bucket 1:26 suburbs, 339,509 resident§hese suburbs experienced absolute population loss

from 1980 to 2000 and were located in regions with slgrewth economies from 1980 to
20009.

Bucket 2:13 suburbs, 258,598 residenfEhese suburbs experienced slow populatioovgh
from 1980 to 2000 and were located in regions with slgrewth economies from 1980 to
20009.

Bucket 3 76 suburbs, 2,182,583 residenthese suburbs experienced fast population growth
from 1980 to 2000 and were located in regions with sigrewth emnomies from 1980 to
20009.

Bucket 4:40 suburbs, 875,757 resideniBhese suburbs experienced absolute population loss
from 1980 to 2000 but were located in regions with fggowth economies from 1980 to 2009.

Bucket 5:7 suburbs, 305,860 residentShese suburbs experienced slow population growth
from 1980 to 2000 but were located in regions with fgsbwth economies from 1980 to 2009.

Bucket 6:6 suburbs, 111,531 resident§hese suburbs experienced fast population growth
from 1980 to 2000 and werlocated in regions with fagfrowth economies from 1980 to 2009.

Detailed information about the suburbs in each bucfabows in tables B.2 through B.7
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Of the six groupings, by far the largest number of sub(rfes or 45 percentis inbucket 3.All
these suburbs are in four states: California (58), Texas (8), Arizoaad3jlorida (7). Each of
these suburbs is likely growing because of immigration but is in a region experiencing below
median growth in per capita GDP.

The secondargest number ofuburbs éllsinto bucket 4, which represents suburbs in fast
growth economic regions but with absolute losses in population.

Figure B.4 showse geographic dispersion by census divisions for each bucket. All divisions are
named with the twecharacter pstal code abbreviations of the two states that have thest
mostdistressed suburbs in the division. Since all distressed suburbs in the Pacific and Mountain
divisions are in California or southwestern Arizona, these were combined into TAKXE.is

only one suburb in the New England divisiony@decdedto omit this area. Finally, all the

suburbs in the West North Central division are in the St. Louis CBSA and have been included in
the East North Central division (ILMBuckets 1 and 4 have the md3ust Belt representatian

Bucket 3 is dominated by California, andiedimostdistressedsuburbs are in California, Texas,
Arizong and Florida, so this isdeep south/southwest group.

Figure B.4Geographic Dispersion of Moddistressed Suburbs
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We further narrowed the pool to those with majority (more than 50 percent) nonwhite
populations and older housing stock (median year housing built 1968 or earlier). This resulted in
a subset of 65 suburbgVe decidedo further narrow our focus to those moslistressed

suburbs that had lost population from 1980 to 2000, which limited the selection to buckets 1
and 4.The four case study cities were selected from those nubstressed suburbs thatere

majority minority, ha pre-1968housing stockand had lost population from 1980 2000.
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Notes

! Poverty and unemployment datarf@000 were extracted from pladevel data sets available
at the Minnesota Population Center: National Historical Geographic Information System, at
http://www.nhgis.org. Foreclosure data for 2007 through June 2008 were extracted from the
HUD User site dittp://www.huduser.org/portal/datasets/nsp_foreclosure_data.html. Data
were downloaded separately for each state.

ZIAffZ 9RGFNR 203 | FNRER [ 22fYFYZ YR W2KY
States? Applying a statistical technique forfidv 2 LJA y 3 (i Urka StadieNSaniber

1998) 35(11): 1938969 and irFurdell, Kimberly, Harold Wolman, and Edward W. B0D5.

G5AR OSYyiGNIrf OAGASA O2YS 0 Jodfakof UrbdmATHR7@)Y Sa s> K2
283-305.

Datafroma 22 Ré Q& 902y2Y&d02Y F2NI mdbyn FYR HAnnd 066

*U.S. Census, population change from 1980 to 2000.
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The following tables illustrate detailed information about the 168 distressed suburbs identified in our Subyrbs highlighted in
orangeare the subst from which the four case study cities were drawn. These cities pa@pelations that are majority minority
and have a median age of housing of 1968 or earlier

Table B2.

BUCKET 1

NEGATIVE M-Score for Inflation-Adjusted Percent Change in CBSA GDP per Capita

LOSS of Population at the Place Level

Total of M-Scores Used to Filter into Most Bucket Placement Criteria

Filtering Distressed % Population % Population Real % GDP Population|  Percent| Median
Place CBSA M-Scores | Unemployment| Poverty | Foreclosures| Change M-Score [Change 1980-2000 |Change M-Score 2000 | Nonwhite| Yr Built
Highland Park city Detroit-Warren-Livonia, Ml 15.4970 5.9845| 4.4600 5.0525 -1.2187 -40.00 -0.6769 16,746 95.89 1944
East Cleveland city Cleveland-Elyria-Mentor, OH 13.0673 4.1342] 3.5229 5.4101 -0.9300 -26.35 -0.2446 27,217 95.44 1944
Benton Harbor city Niles-Benton Harbor, MI 13.0626 4.6294| 5.0962 3.3369 -0.8711 -23.57 -0.2511 11,240 94.52 1951
South Tucson city Tucson, AZ 12.8586 5.2027] 5.6669 1.9890 -0.7158 -16.23 -0.5724 5,490 56.54 1961
Pahokee city Miami-Fort Lauderdale-Pompano Beach, FL 10.9044 3.8168| 3.5322 3.5553 -0.5470 -8.26 -0.0631 5,822 74.79 1970
Dawson city Albany, GA 10.8905 2.8439]| 4.1541 3.8926 -0.5342 -7.65 -0.6777 5,215 78.51 1965
Muskegon Heights city | Muskegon-Norton Shores, Ml 10.0129 3.1072] 3.1775 3.7282 -0.7506 -17.88 -1.5975 11,999 82.31 1947
River Rouge city Detroit-Warren-Livonia, M| 9.8886 3.5149] 2.0546 4.3192 -0.8631 -23.20 -0.6769 9,917 47.42 1945
Ruleville city Indianola, MS 9.6392 3.8687| 4.1194 1.6511 -0.4086 -1.71 -0.2447 3,271 81.35 1972
Superior town Phoenix-Mesa-Scottsdale, AZ 9.5130 4.3024| 2.9130 2.2977 -0.9878 -29.09 -0.6444 3,262 27.32 1954
Belle Glade city Miami-Fort Lauderdale-Pompano Beach, FL 9.4911 2.9657| 3.6546 2.8708 -0.5689 -9.29 -0.0631 14,999 69.71 1969
Ecorse city Detroit-Warren-Livonia, Ml 9.3367 3.0629] 2.1404 4.1333 -0.8436 -22.27 -0.6769 11,229 47.82 1951
Hickman city Union City, TN-KY 8.6541 3.4474] 2.7985 2.4082 -0.7029 -15.62 -0.4763 2,517 35.94 1964
Inkster city Detroit-Warren-Livonia, M| 8.4145 2.2972] 1.6788 4.4384 -0.6775 -14.42 -0.6769 30,115 74.86 1959
Hollandale city Greenville, MS 8.4115 2.1917] 4.4983 1.7215 -0.8047 -20.43 -0.7148 3,450 83.94 1971
Mansfield city Shreveport-Bossier City, LA 8.1308 2.4373] 3.7849 1.9086 -0.7032 -15.64 -0.4952 5,471 65.87 1965
Manchester city Atlanta-Sandy Springs-Marietta, GA 7.9478 2.9102] 2.4909 2.5467 -0.6210 -11.75 -0.0233 4,228 43.78 1964
Farrell city Youngstown-Warren-Boardman, OH-PA 7.9189 3.1679] 2.6961 2.0549 -1.0058 -29.94 -1.5256 6,057 49.72 1943
Pontiac city Detroit-Warren-Livonia, Ml 7.7079 2.3083] 2.0611 3.3385 -0.6586 -13.53 -0.6769 66,337 60.91 1957
Okmulgee city Tulsa, OK 7.1212 2.7380] 2.3617 2.0215 -0.7827 -19.39 -0.8565 13,109 41.15 1956
Henryetta city Tulsa, OK 6.8820 2.1364] 2.1731 2.5724 -0.4611 -4.19 -0.8565 6,168 20.31 1953
Campbell city Youngstown-Warren-Boardman, OH-PA 6.4231 1.6923[ 1.5047 3.2261 -0.7655 -18.58 -1.5256 9,460 22.79 1954
Albion city Battle Creek, MI 5.7249 2.2757] 1.7541 1.6951 -0.7353 -17.15 -0.5749 9,162 38.95 1944
Petersburg city Richmond, VA 5.3798 1.7648| 1.7002 1.9149 -0.7493 -17.82 -0.1018 33,740 81.48 1962
Anson city Abilene, TX 5.0367 1.7545| 1.7254 1.5568 -0.5892 -10.25 -1.0202 2,540 24.18 1960
College Park city Atlanta-Sandy Springs-Marietta, GA 4.6804 1.5056( 1.6391 1.5356 -0.7060 -15.77 -0.0233 20,748 87.61 1970
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Table B3.

BUCKET 2

NEGATIVE M-Score for Inflation-Adjusted Percent Change in CBSA GDP per Capita
SLOW GROWTH (NEGATIVE M-Score) in Population at the Place Level

Total of M-Scores Used to Filter into Most Bucket Placement Criteria

Filtering Distressed % Population % Population Real % GDP Population Percent| Median
Place CBSA M-Scores | Unemployment| Poverty | Foreclosures| Change M-Score [Change 1980-2000 |Change M-Score 2000| Nonwhite| Yr Built
Moorhead city Indianola, MS 15.5158 8.7341| 4.4093 2.3724 -0.2045 7.93 -0.2447 2,545 79.56 1972
South Bay city Miami-Fort Lauderdale-Pompano Beach, FL 15.3531 7.9763] 4.2196 3.1573 -0.3542 0.85 -0.0631 3,895 75.77 1975
Elsa city McAllen-Edinburg-Mission, TX 12.9966 6.3709] 4.4609 2.1648 -0.2361 6.44 -0.7025 5,325 25.50 1974
Opa-locka city Miami-Fort Lauderdale-Pompano Beach, FL 12.5407 5.1061] 3.9988 3.4358 -0.2575 5.43 -0.0631 15,245 7717 1965
Edcouch city McAllen-Edinburg-Mission, TX 10.3311 1.5111[ 5.9061 2.9140 -0.1944 8.41 -0.7025 3,352 23.67 1974
Mercedes city McAllen-Edinburg-Mission, TX 9.6458 3.5131| 4.1716 1.9611 -0.0118 17.04 -0.7025 13,870 20.58 1977
Compton city Los Angeles-Long Beach-Santa Ana, CA 9.1527 3.6226| 2.9446 2.5856 -0.0615 14.69 -0.1337 93,226 83.29 1957
Coolidge city Phoenix-Mesa-Scottsdale, AZ 8.1241 3.5485| 2.4482 2.1273 -0.0829 13.68 -0.6444 7,788 42.15 1970
Farmerville town Monroe, LA 7.1675 2.2109] 3.2394 1.7172 -0.3145 2.73 -0.1875 3,832 65.97 1972
North Miami Beach city|Miami-Fort Lauderdale-Pompano Beach, FL 6.2680 2.2735] 1.8344 2.1601 -0.1338 11.27 -0.0631 40,673 53.32 1964
Fort Meade city Lakeland, FL 5.4449 1.6014( 1.5043 2.3392 -0.2356 6.46 -1.3061 5,982 32.40 1969
East Point city Atlanta-Sandy Springs-Marietta, GA 5.4112 1.6925( 1.8679 1.8509 -0.2627 5.18 -0.0233 39,429 83.90 1963
Griffin city Atlanta-Sandy Springs-Marietta, GA 5.1709 1.6164[ 1.9588 1.5957 -0.0959 13.06 -0.0233 23,436 53.02 1967

B.10




Table B4.

B.11



















































































































































































































































































































































