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Executive Summary 

LǘΩǎ ƴƻ ǎŜŎǊŜǘ ǘƘŀǘ ǇǊƻōƭŜƳǎ ǳǎǳŀƭƭȅ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ƛƴƴŜǊ ŎƛǘƛŜǎ ƘŀǾŜ ƳŀŘŜ ǘƘŜƛǊ ǿŀȅ ƛƴǘƻ 
suburbia. Poverty, unemployment, foreclosures, population losses, underfunded or failing 
schools, inadequate public servicesτǘƘŜȅΩǊŜ ŦŀŎǘǎ ƻŦ ƭƛŦŜ ŦƻǊ Ƴillions of people living in 
distressed, older suburbs across the United States.  
 
But what can be done about this? How can the federal government help?   
 
What works?  
 
This report focuses 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 with a deeper understanding of the underlying forces 
shaping distressed, older suburbs. It also contributes to a growing body of literature on 
suburbia in general and on older, inner-ring suburbs in particular. While much has been written 
about the deleterious effects of living in concentrated poverty in central cities, very little 
research has examined the problem in distressed suburbs.  

The research behind this report consisted of 

 a review of literature on the topic (appendix A), 

 identification of the most-distressed suburbs in the United States (appendix B), and 

 in-depth case studies, including site visits and interviews, and fiscal analyses of four 
most-distressed suburbs (appendices C and D).  

Our hope is that understanding what works and what does not work in the four case study 
cities will help inform the federal policy discussion about how best to position distressed 
suburbs for the future. 

Methodology 

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 parts of larger 
metropolitan areas. These 4,066 suburbs were scored on three indicators of distressτpoverty, 
unemployment, and foreclosure rates. One hundred sixty-eight suburbs had m-score values 
above 1.5 fƻǊ ŜŀŎƘ ƻŦ ǘƘŜ ǘƘǊŜŜ ƛƴŘƛŎŀǘƻǊǎ ŀƴŘ ǿŜǊŜ ƛŘŜƴǘƛŦƛŜŘ ŀǎ άƳƻǎǘ ŘƛǎǘǊŜǎǎŜŘΦέ 
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Those 168 suburbs, clustered unevenly in all nine census divisions, were home in 2000 to 4.1 
million people. 

The four case study cities were selected from those most-distressed 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 slow-growing economies and two from regions with fast-
growing economies, two that were U.S. Department of Housing and Urban Development (HUD) 
direct entitlement communities and two that were not.   

Case Study Cities 

The suburbs studied were as follows: 

 East Cleveland, Ohio (population: 17,843), one of the first and once one of the most 
prestigious suburbs of Cleveland, with a reputation for good government, low taxes, 
good municipal services, and good schools. Today, most of 9ŀǎǘ /ƭŜǾŜƭŀƴŘΩǎ tax-
generating industries are gone; large pockets of housing stock are substandard, 
abandoned, and vandalized; and the school system earns a low grade in the state 
ranking system. The city has lost 55 percent of its population since 1970. Thirty-seven 
percent of residents had incomes below the federal poverty level in 2010. 

 Inkster, Michigan (population: 25,369), a suburb of Detroit with close ties to the 
automobile industry. Inkster is better off financially than the other cities in this study; as 
of June 2011, it was the only one with a credit rating. But it has lost 35 percent of its 
population since 1970, and its budget, while balanced, is limited. It has high rates of 
poverty, unemployment, foreclosures, and vacancies. Public safety is an issue. 

 Chester, Pennsylvania (population: 33,972), the oldest city in Pennsylvania, about 
midway between Philadelphia and Wilmington, Delaware. Chester has been hit hard by 
the recent recession, foreclosures, and a continuing loss of black middle-class families. 
Its population has dropped by 40 percent since 1970. The need for job opportunities is 
enormous. An estimated 25 to 30 percent of the housing stock is substandard, and an 
estimated 29 percent is public or publicly subsidized. The school system is one of the 
most troubled in the nation. The city is, however, beginning to rebuild its tax base. 

 Prichard, Alabama (population: 22,659), a suburb of Mobile and, 50 years ago, 
!ƭŀōŀƳŀΩǎ ƭŀǊƎŜǎǘ ǎǳōǳǊōΦ Prichard has been under extreme fiscal stress for decades. In 
September 2009, it became the first city in the country to default on its pension 
payments to retirees. It was in bankruptcy several years ago and has tried unsuccessfully 
to place itself in bankruptcy again. Tax-delinquent properties are an enormous problem, 
but the Ŏƛǘȅ ŎŀƴΩǘ ŀŦŦƻǊŘ to collect. Like the other three cities, Prichard has lost much of 
its populationτ42 percent since 1970. 
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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, regional collaboration, and state programs. We also 
describe some successes and hopeful steps forward that we found amid the many challenges 
these communities face: 

 The quasi-governmental Chester Economic Development Authority (CEDA) has enabled 
Chester to implement effective management practices and to retain consistent long-
term leadership that is somewhat insulated from city politics. CEDA played a key role in 
recent riverfront development in Chester.  

 tǊƛŎƘŀǊŘΩǎ ƘƻǳǎƛƴƎ ŀǳǘƘƻǊƛǘȅ, also insulated somewhat from city politics, has been 
redeveloping parts of the city and has generated several income streams from its 
homeownership and housing development programs.  

 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 
unemployment and urban deterioration and promote economic growth. The state also 
ǿŀǎ ƛƴǎǘǊǳƳŜƴǘŀƭ ƛƴ ŘŜǾŜƭƻǇƛƴƎ ŀ Ϸнр Ƴƛƭƭƛƻƴ ǎƻŎƛŀƭ ǎŜǊǾƛŎŜǎ ōǳƛƭŘƛƴƎ ƛƴ LƴƪǎǘŜǊΩǎ ƭƻƴƎ-
dormant downtown, and a state emergency financial manager brought needed 
improvements to the school district.  

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

 Chester is rebuilding a public-private leadership group and 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. 

 The city manager form of government seems to serve Inkster well fiscally.  

 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 agreements are in 
the works. 
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Recommendations 

 Regionalize, repurpose, restructure. Even if these cities, and others like them across the 
country, did everything right, they would still be in precarious fiscal situations. We 
recommend deep changesτregionalizing, repurposing, and/or restructuring. Most-
distressed suburbs have 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 increase their fiscal and social value. This is a 
long-term undertaking. In the shorter term, cities can consider regional service delivery, 
regional government, annexation, and restructuring city government. This may mean 
that some of them will no longer exist in the same form they do today.  

 The federal role. Officials in all four cities offered recommendations to make HUD 
programs more effective, including allowing cities greater flexibility to spend HUD 
dollars in ways that meet their most pressing needs and support economic development 
projects. We agree that implementing these recommendations would bring 
improvementsτbut none goes far enough. 

These suburbs need to build their capacities to accomplish significant structural change. 
The federal government can help by 

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

 partnering with states to provide incentives for cities that mŜŜǘ άƎƻƻŘ 
ƎƻǾŜǊƴƳŜƴǘέ ŎǊƛǘŜǊƛŀΣ ƛƴŎƭǳŘƛƴƎΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ŜƴǎǳǊƛƴƎ ǘƘŀǘ ŀŘŜǉǳŀǘŜ ŀƴŘ 
ongoing public safety will be provided in any federally supported development 
project,  

 providing technical assistance on municipal management practices, 

 developing model legislation for states on reasonable ways to restructure city 
operations and finances, 

 protecting historic investments in the communities, and  

 creating cross-agency partnerships that provide leverage points and 
opportunities for federal/state/local funds. 
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Revitalizing Distressed Older Suburbs 

Cities and their regions are dynamic, continuously evolving places. 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 their second centuries, they are experiencing 
dynamics more typically associated with central cities.   

The full release of 2010 census data will provide a snapshot of these suburbs. It will identify 
population and demographic trends and describe housing, health, and economic indicators at a 
point in time. The numbers will be used to determine federal and state funding for needed 
programs.  

This study supplements the census information with a deeper understanding of the underlying 
forces shaping these suburbs, many of which are losing population to newer suburbs and, with 
that, facing the possibility of losing formula-based federal funds. Designing the appropriate 
federal policy response to help position these distressed suburbs to thrive in the next century 
will require a more detailed, finer-grained understanding of the dynamics they face. It is hoped 
that understanding what works and what does not work in these four places can inform federal 
policy responses to better position distressed suburbs to meet the challenges of the future.   

The focus is on distressed, predominantly minority suburbs of older, large industrial cities. 
These places once were thriving communities but are now characterized by high rates of 
poverty, foreclosure, unemployment, and population loss; limited tax bases; underfunded or 
failing schools; and inadequate public services. Other types of suburbs likely face many of these 
issues as well and the methodology developed for this analysis could be applied to identify 
other types of older suburbs for comparative analyses.  

The research project addressed three basic questions: 

 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 received in-depth analysis, including site visits and interviews, to 
provide sufficient context in which to identify best practices and unmet needs.  

 What works? A literature review of research on older suburbs was conducted to help us 
identify national, state, local, and foundation programs and strategies that have worked 
in these suburbs and to understand what made the programs successful. The literature 
review can be found in appendix A.   

 ²ƘŀǘΩǎ ǇƻǎǎƛōƭŜΚ ²Ƙŀǘ ƴŜŜŘǎ ǘƻ ōŜ ƛƴǾŜƴǘŜŘΚ .ŀǎŜŘ ƻƴ ƭŜǎǎƻƴǎ ŦǊƻƳ ǘƘŜ ŎŀǎŜ ǎǘǳŘƛŜǎ 
and the new but growing body of literature on older, distressed suburbs, we identified 
common public policy, social, and economic issues faced by severely distressed suburbs. 
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This analysis points to how well current programs are working in these suburbs and 
suggests some federal policy options to address 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: poverty rate, unemployment rate, and foreclosure rate.1  

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 areasτa total of 4,066 suburbs.  For the purposes of this study, 
άƳƻǎǘ ŘƛǎǘǊŜǎǎŜŘέ ǎǳōǳǊōǎ ǿŜǊŜ ǘƘƻǎŜ ƘŀǾƛƴƎ m-score values above 1.5 for each of the three 
indicators of distress: poverty rate, unemployment rate, and foreclosure rate. (For a detailed 
discussion of the methodology, see appendix B.) 
 
Using an m-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 population of 68.3 million in our sample.   

The contexts in which these suburbs operate are likewise varied, depending on such factors as 
the age of the suburb, its economic and demographic history, and other variables. To better 
understand the different contexts in which they operated, we sorted the 168 most-distressed 
suburbs by population and economic trends.  Table 1 illustrates the six different types of places. 
The economic trends are captured in the two rows of the matrix. Suburbs were classified in one 
of two groups of regional economies: 

 άCŀǎǘ-ƎǊƻǿǘƘέ όǘƻǇ ǊƻǿύΥ ¢ƘŜ ǊŜƎƛƻƴŀƭ ŜŎƻƴƻƳȅ ƎǊŜǿ ŀǘ ŀ ǊŀǘŜ ǘƘŀǘ ǿŀǎ ŀōƻǾŜ ǘƘŜ 
overall median rate of growth. 

 ά{ƭƻǿ-ƎǊƻǿǘƘέ όōƻǘǘƻƳ ǊƻǿύΥ ¢ƘŜ ǊŜƎƛƻƴŀƭ ŜŎƻƴƻƳȅ ƎǊŜǿ ŀǘ ŀ ǊŀǘŜ ǘƘŀǘ ǿŀǎ ōŜƭƻǿ ǘƘŜ 
overall median rate of growth, or the regional economy declined. 

It was expected that most-distressed suburbs in regions with fast-growth economies might 
show some benefit from the regional growthτa rising tide lifting all ships. Conversely, most-
distressed suburbs in regions with slow-growth economies might face additional challenges.  

Regional economic trends were measured using m-score values for inflation-adjusted 
percentage change in gross domestic product (GDP) per capita from 1980 to 20092 for the  
core-based statistical area (CBSA) in which the suburb is located. (2009 GDP was used to 
capture any impact from the recession.) 
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Population trends from 1980 to 2000 are captured in the three columns of the matrix: absolute 
population loss, slow population growth (below the median rate), and fast population growth 
(above the median rate).3  

Table 1. Most-Distressed Suburbs Classification by GDP and Population Change 

 Population Change, 1980ς2000 

Absolute 
population loss 

Population growth but 
below the median (negative 

m-score) 

Population growth above 
the median (positive m-

score) 

M-score for 
inflation-adjusted 
% change in GDP 
per capita, 1980ς
2009 

+ 
Bucket 4 
(n = 40) 

(Pop. = 875,757) 

Bucket 5 
(n = 7) 

(Pop. = 305,860) 

Bucket 6 
(n = 6) 

(Pop. = 111,531) 

- 
Bucket 1 
(n = 26) 

(Pop. = 339,509) 

Bucket 2 
(n = 13) 

(Pop. = 258,598) 

Bucket 3 
(n = 76) 

(Pop. = 2,182,583) 
Note: Total suburbs = 168, total population = 4,073,838. 

Detailed information about the suburbs in each bucket can be found in appendix B.) 

Of the six groupings, by far the largest number of suburbs (76, or 45 percent) was in bucket 3. 
All these suburbs are in four states: California (58), Texas (8), Arizona (3), and Florida (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 second largest number of suburbs fell into bucket 4, which represents suburbs in fast-
growth economic regions but with absolute losses in population.  

We were most interested in a small subset of distressed suburbs, those with majority (more 
than 50 percent) nonwhite populations and older housing stock (median year housing built 
1968 or earlier). This further narrowed our pool to 65 suburbs. We decided to further narrow 
our focus to those most-distressed 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 
most-distressed suburbs that were majority minority, had pre-1968 housing stock, and had lost 
population from 1980 to 2000.  

Selecting Case Study Cities  

In consultation with the project partners, we selected two 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 slow-growing economic regions (bucket 1): 

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

 Inkster, Michigan (nonentitlement) 
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Cities in fast-growing economic regions (bucket 4): 

 Chester, Pennsylvania (HUD direct entitlement) 

 Prichard, Alabama (nonentitlement) 

Demographic Characteristics of Case Study Cities  

We used the Neighborhood Change Database (NCDB), 1970ς2000,4 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 were aggregated 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 simply for broader context and comparison, and the numbers reported 
should be considered approximations.  

Bucket 1. East Cleveland, Ohio, and Inkster, Michigan  

All cities in this grouping experienced absolute population loss between 1980 and 2000 and 
were in regions that had slow economic growth (negative m-scores based on inflation-adjusted 
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, but both have been losing population consistently since 1970. The rate of 
population loss is roughly on par with the group as a wholeτslightly faster in East Cleveland, 
slightly slower in Inkster. 
Race. Taken together, the average racial composition for all suburbs in this group is roughly 80 
percent black and 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 percent decrease since 1970). In 2000, less than 1 percent of East 
/ƭŜǾŜƭŀƴŘΩǎ ǇƻǇǳƭŀǘƛƻƴ ǿŀǎ IƛǎǇŀƴƛŎΦ  
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 percent increase from 1970 to 2000). 
LƴƪǎǘŜǊΩǎ IƛǎǇŀƴƛŎ ǇƻǇǳƭŀǘƛƻƴ ǿŀǎ ǊƻǳƎƘƭȅ н ǇŜǊŎŜƴǘΦ ¢ƘŜ ǊŜƳŀƛƴŘŜǊ ǿŀǎ ƻǘƘŜǊ ǊŀŎŜǎΦ  
Age. While neither city differs considerably on the percentage of population who are elderly or 
children (within 3ς4 percent of the bucket averages of 11 and 30 percent, respectively), their 
rates of change differ from each other and from the average. For the suburbs in this group, the 
elderly population has increased 14 percent since 1970; in East Cleveland, it increased 24 
percent, and in Inkster, it increased 117 percent. Since 1970, the average percentage of the 
population age 18 and under for this group has decreased 15 percent, but it decreased only 3 
percent in East Cleveland and 28 percent in Inkster. Inkster is clearly gaining elderly and losing 
youth residents at much greater rates than East Cleveland and the bucket average.  
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Female-headed families. The case study suburbs also differ from the group on the shares of all 
households with children that are headed by females. The average for the 26 suburbs 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. 9ŀǎǘ /ƭŜǾŜƭŀƴŘΩǎ ǇƻǾŜǊǘȅ ŀƴŘ ŜƭŘŜǊƭȅ ǇƻǾŜǊǘȅ rates are slightly (within 4 percent) above 
avŜǊŀƎŜ ŦƻǊ ǘƘŜ ǎǳōǳǊōǎ ƛƴ ǘƘƛǎ ƎǊƻǳǇΣ ǿƘƛƭŜ LƴƪǎǘŜǊΩǎ ǇƻǾŜǊǘȅ ǊŀǘŜǎ ŀǊŜ ƭƻǿŜǊτa 20 percent 
poverty rate (versus an average of 31 percent) and 13 percent elderly poverty rate (versus an 
average of 20 percent). Both cities have lower percentages of households receiving public 
assistance than the average, with Inkster at 17 percent, East Cleveland at 22 percent, and the 
average at 25 percent. The rates in both cities, however, have grown dramatically since 1970. 
Unemployment. Inkster has a lower unemployment rate than the bucket average (10 percent 
versus 14 percent), and the rate has grown more slowly than average since 1970 (67 percent 
versus 88 percent). The opposite is true for East Cleveland. Its unemployment rate, 15 percent, 
has grown 208 percent since 1970.  
Owner-occupied housing. Inkster has a higher percentage of owner-occupied homes (54 
percent) than the average (40 percent) or East Cleveland (30 percent). These percentages, 
however, might have changed dramatically since the beginning of the housing crisis.  

Bucket 4. Chester, Pennsylvania, and Prichard, Alabama  

All 40 suburbs in this grouping experienced absolute population loss (similar to bucket 1) but 
were in regions with fast economic growth (positive m-scores for 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 2000 is similar to the average (30 percent): 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. Chester and Prichard are similar in the diversity of their populations to the other suburbs 
in their group. In 2000, Chester was 19 percent white, and Prichard was 18 percent, while the 
ŀǾŜǊŀƎŜ ǿŀǎ мф ǇŜǊŎŜƴǘΦ /ƘŜǎǘŜǊΩǎ ōƭŀŎƪ ǇƻǇǳƭŀǘƛƻƴ ǿŀǎ тт ǇŜǊŎŜƴǘΣ tǊƛŎƘŀǊŘΩǎ ǿŀǎ ум ǇŜǊŎŜƴǘΣ 
and the average was 80 percent. /ƘŜǎǘŜǊΩǎ ōƭŀŎƪ ǇƻǇǳƭŀǘƛƻƴ ƛƴŎǊŜŀǎŜŘ тм ǇŜǊŎŜƴǘ ōŜǘǿŜŜƴ 
мфтл ŀƴŘ нллл όǘƘŜ ŀǾŜǊŀƎŜ ƛǎ тм ǇŜǊŎŜƴǘύΣ ǿƘƛƭŜ tǊƛŎƘŀǊŘΩǎ ƛƴŎǊŜŀǎŜŘ рр ǇŜǊŎŜƴǘΦ .ƻǘƘ ŎƛǘƛŜǎ 
are losing white population at rates very near the mean of 64 percent.  
The average percentage of Hispanic residents in this group is low, at 1.4 percent. Prichard has 
less than 1 percent Hispanic population, while Chester has 5.4 percent. Both case study cities 
have larger increases than the average, though: 200 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 cities have typical shares of elderly residents and youth, with less than 1 
percent differences from the mean on either variable for either city. The change in the elderly 
population in both cities, however, differs from the average. Since 1970, the average increase in 
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percentage of elderly for the group has been 26 percent. In Chester, it was only 14 percent, 
while in Prichard, it was 59 percent.  
In Chester, the share of population age 18 and under decreased 13 percent, a rate very close to 
the average. The share in Prichard decreased 23 percent.  
Female-headed families. The share of households with children that are headed by females is 
similar to the average in both cities. But, between 1970 and 2000, the proportion of female-
headed families grew substantially by an average of 156 percent for all cities in the bucket, 
including Prichard; it grew more slowly in Chester, at 122 percent.  
Poverty. ²ƘƛƭŜ /ƘŜǎǘŜǊΩǎ ǇƻǾŜǊǘȅ rate of 27 percent iǎ ŀōƻǳǘ ŀǾŜǊŀƎŜΣ tǊƛŎƘŀǊŘΩǎ ǇƻǾŜǊǘȅ ǊŀǘŜ is 
higher than average, at 34 percent. Additionally, elderly poverty is greater than average (17 
percent) in both Chester (22 percent) and Prichard (25 percent). The share of households 
receiving public assistance is slightly below the average in both cases, while the growth in this 
percentage in both cities ǿŀǎ ǿŜƭƭ ōŜƭƻǿ ǘƘŜ ŀǾŜǊŀƎŜ ƻŦ мпт ǇŜǊŎŜƴǘΥ /ƘŜǎǘŜǊΩǎ ƎǊŜǿ ōȅ пф 
ǇŜǊŎŜƴǘ ŀƴŘ tǊƛŎƘŀǊŘΩǎ ōȅ су ǇŜǊŎŜƴǘΦ  
Unemployment. In Chester, unemployment is roughly 2 percent higher than the average; in 
Prichard, unemployment and its growth are comparable to the averages for the group as a 
whole. Unemployment in Chester grew faster than average (222 percent versus 155 percent).  
Owner-occupied housing. The homeownership rate in Chester is less than average (41 percent 
versus 48 percent), but the rate in Prichard is greater than average, at 53 percent.  

Fiscal Characteristics of Case Study Cities 

! ŦƛǎŎŀƭ ŀƴŀƭȅǎƛǎ ǿŀǎ ŘƻƴŜ ƻŦ ŜŀŎƘ ŎƛǘȅΩǎ ŦƛƴŀƴŎŜǎΦ  ό5ŜǘŀƛƭŜŘ descriptions of their financial 
conditions can be found in appendix D.) Chester, East Cleveland, Inkster, and Prichard face 
financial challenges common to many aging inner-ring suburbs. These challenges are 
compounded by histories of mismanagement in East Cleveland, Chester, and 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 measures the amount of cash on hand relative to total assets, 
was used to compare the four cities.  As Figure 1 illustrates, the governments of the four cities 
have differing scopes of involvement in their communities5. This difference could stem from a 
desire for a more limited government or from being vastly underfunded. It also illustrates the 
trends in the size of governmental funds for each.  The Great Recession has not only hit people 
across the country over the past three years, but also has been a great hardship for many local 
governments. The declines 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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Figure 1. Common Size Ratio for All Governmental Funds, Case Study Sites, 2005ς09 

 
Note: Data points for Prichard before 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 that Prichard has very little cash on hand, particularly 
compared with its total assets. Inkster has a much smaller collection of assets in its 
governmental funds than Prichard, but it has nearly twice as much cash on hand as Prichard. 
This means that Prichard will likely have more assets to maintain 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 barometer of the available 
financial resources in a government.6  Figure 2 clearly demonstrates that Chester and Inkster 
are in better shape financially than East Cleveland and Prichard.   The financial situations for 
East Cleveland and Prichard are unsustainable.  Both are near or below zero dollars fund 
balance per resident, ŀ ŎƭŜŀǊ ǎƛƎƴ ǘƘŜǎŜ ǘǿƻ ŎƛǘƛŜǎ ŀǊŜ ŀǘ ƻǊ ƴŜŀǊ ŦƛƴŀƴŎƛŀƭ ƛƴǎƻƭǾŜƴŎȅΦ tǊƛŎƘŀǊŘΩǎ 
numbers are actually much worse than reported because the city stopped paying its retirees 
pension benefits in 2009 and only recently restarted those payments.  Both cities require 
significant overhauls of their operations. Prichard recently filed for bankruptcy, but was denied.  
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Figure 2. General Fund Balance per Capita, Case Study Sites, 2005ς09 

 

 

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 been in some form of fiscal emergency in the 
past decade; only Inkster has thus far avoided such a status. 

Unfunded long-term liabilities, such as pensions and other post-employment benefits (OPEB), 
are hitting all four cities hard. Digging out of the holes these cities face will be their biggest 
long-term challenge to surviving as distinct political entities. Chester has a huge hole to dig out 
of, with an unfunded OPEB liability of $114 million and an unfunded pension liability of about 
$27 million. East Cleveland has an unfunded liability payable to the state pension system of 
ŀōƻǳǘ ϷмΦп Ƴƛƭƭƛƻƴ ŀ ȅŜŀǊ ŦƻǊ ǘƘŜ ƴŜȄǘ нр ȅŜŀǊǎΦ LƴƪǎǘŜǊΩǎ ǇŜƴǎƛƻƴ ǎȅǎǘŜƳ ƛǎ ƳƻǊŜ ǘƘŀƴ 
adequately funded, but it has an unfunded OPEB liability of $27.8 million. And Prichard has an 
estimated $17 million unfunded pension liability, but this estimate was generated in 2003 and 
has not been updated, ǎƻ ƛǘΩǎ possible the 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 

άL ǘǊǳƭȅ ƘƻǇŜ ǘƘƛǎ ǿƛƭƭ ƘŜƭǇ ǎƳŀƭƭ ŎƛǘƛŜǎΦέ 
τ 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 case studies can be found 
in appendix C and offer a window into the dynamic forces that have shaped and are shaping 
four of these suburbs. They illustrate how each city is dealing with challenges on the ground.   

This section highlights the lessons learned from the case studies.  

Race and context  

This study focuses on distressed, predominantly minority suburbs of older, large industrial 
cities, some of which have special designations as direct entitlement cities. Special designation 
entitles these cities to receive community development block grant and Home Investment 
Partnerships (HOME) money directly, without meeting the more typical 50,000 population 
cutoff for this designation. It is the result of the so-called Stokes Amendment, sponsored by the 
Congressional Black Caucus and Ohio Rep. Louis Stokes in the late 1980s. This designation was 
made to address the challenges faced by these cities.7 

The present-day context in which the four suburbs operate is, to some extent, a legacy of the 
racial prejudice and institutional (housing, employment, politics) race-based discrimination that 
characterized many American cities before the civil rights movement. Then, at the same time 
the civil rights act ended segregation and opened up housing and employment opportunities 
for African Americans in the 1960s and 1970s, American manufacturing began its decline.  

These forces combined to bring about rapid racial change in all four case study cities. All four 
suburbs lost total population at a fairly alarming rate between 1970 and 2000, the same period 
in which they underwent racial transition. hƴƭȅ /ƘŜǎǘŜǊΩǎ ǇƻǇǳƭŀǘƛƻƴ ƭƻǎǎ ōŜƎan to slow 
between 2000 and 2010. All have high poverty rates along with unemployment and economic 
segregation. None of the four is benefiting from immigration.  

Although the dynamics of white flight played out slightly differently in each city, all faced 
challenges. We found stories of land grabs by neighboring white cities (Inkster and Prichard), 
blockbusting (East Cleveland), and segregation in housing (East Cleveland, Chester, Inkster, 
Prichard) and workplaces (Chester, Prichard, Inkster). East Cleveland experienced what Keating 
Ŏŀƭƭǎ ǘƘŜ ŎƭŀǎǎƛŎ άƛƴǾŀǎƛƻƴ ŀƴŘ ǎǳŎŎŜǎǎƛƻƴέ ǎǘƻǊȅ ƻŦ ƛƴǘŜƎǊŀǘƛƻƴΦ8 LƴƪǎǘŜǊ ǿŀǎ ǿƘŜǊŜ IŜƴǊȅ CƻǊŘΩǎ 
black auto workers lived, aƴŘ /ƘŜǎǘŜǊΩǎ ǎŜƎǊŜƎŀǘŜŘ ǎƘƛǇȅŀǊŘǎ ǿŜǊŜ ǘƘŜ ǎǳōƧŜŎǘ ƻŦ ƛƴǘŜƴǎŜ 
national debate about employment opportunity versus discrimination. Both Inkster and 
Prichard experienced land grabsτInkster by neighboring Dearborn Heights and Prichard by 
Mobileτresulting in significant losses of tax base.  



 

14  

 

These cities were clearly affected by race relations in the United States. How strongly race 
continues to influence development ƛǎ ƭŜǎǎ ŎƭŜŀǊΦ {ƻƳŜ ǇŜƻǇƭŜ ǿŜ ƛƴǘŜǊǾƛŜǿŜŘ ǎŜŜ ǘƻŘŀȅΩǎ 
problems more as class discrimination, while others see racial discrimination continuing to play 
a role.  

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 entitlement cities are very clear 
about its importance. They see it as a much-needed source of funds that can be used for code 
enforcement, demolition, foreclosure prevention, public safety, street repair and street 
lighting, redevelopment, public services, public works, and other expenditures. The 
predictability of the funds makes longer-term budget planning possible.  

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

ά¢ƘŜȅ ǳǎŜ ƻǳǊ ǇƻǾŜǊǘȅ ŀƴŘ ŘƻƴΩǘ ƎƛǾŜ ǳǎ ǘƘŜ ƳƻƴŜȅΦέ 
άhǳǊ ǾƻƛŎŜ ƛǎ ƴƻǘ ƘŜŀǊŘΦέ  

These comments by city officials in Inkster and Prichard illustrate their frustration. The 
Community Development Block 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 it more money, but that it is very hard for the cities to lobby the 
counties for enough block grant and HOME money to meet 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 Program (NSP) 
ŦǳƴŘǎΦ /ƘŜǎǘŜǊΩǎ ŀƭƭƻŎŀǘƛƻƴ was $1.5 million in block grant and $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 from 2009. Chester received $586,000 in NSP funds.  

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 suburbs have 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 have sometimes mismanaged their block grant dollars. 
They offer two contrasting examples of how to address this problem.  
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From the late 1980s to 2004, East Cleveland had difficulty effectively managing its block grant 
and HOME dollars. Its community development director in the late 1980s, who later served 
seven years as mayor (1997ς2004), was convicted on federal charges of racketeering and 
corruption in 2004 and sentenced to nine years in prison. Despite specific recommendations 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 department continued to experience high staff 
turnover, low salaries, and, in some cases, corruption and incompetence. When 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 some changes, and, for the first time in 10 years, the city 
was able to spend its block grant money on time. In early 2011, the city was able to attract and 
hire an experienced community development director.  

What works? 
Since 1995, the Chester Economic Development Authority (CEDA) has been the vehicle for 
delivering community, economic, and housing development services in Chester. CEDA was 
established to reorganize economic and community development within Chester after HUD froze 
ǘƘŜ ŎƛǘȅΩǎ CDBG funds for five years owing to mismanagement. Creating a quasigovernmental 
authority enabled Chester to implement effective management practices and to retain 
consistent long-term leadership that is somewhat insulated from city politics while still under 
city control. CEDA has a separate board appointed by the mayor and city council.  

What works?  
The Prichard Housing Authority has become the de facto redevelopment authority and 
community development agency for Prichard. It is in a stronger financial position than the city 
for two reasons: iǘǎ ǇŜƴǎƛƻƴ ŦǳƴŘ ƛǎ ǎŜǇŀǊŀǘŜ ŦǊƻƳ ǘƘŜ ŎƛǘȅΩǎ, and, in addition to block grant and 
other HUD funds, it has created several income streams from its homeownership and housing 
development programs. Most recently, the housing authority applied for and received $20 
million in Program for Revitalization of Severely Distressed Public Housing (HOPE VI) funds and 
$20 million in NSP2 funds to create a land bank and build 75 units for homeownership and 50 
units for rental. The NSP2 dollars will be used to develop 30 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 needed funds.  

The Chester Housing Authority (CHA) had a history of mismanagement and corruption that led 
to HUD designating it ŀ άǘǊƻǳōƭŜŘέ ŀǳǘƘƻǊƛǘȅ in 1991. CHA has been operating under court 
receivership since 1994 as a result of a lawsuit brought by public housing residents asserting 
άŎƻƴǎǘǊǳŎǘƛǾŜ ŀōŀƴŘƻƴƳŜƴǘΦέ wŜǎƛŘŜƴǘǎ ŎƭŀƛƳŜŘ ǘƘŀǘ ǘƘŜ ǳƴƛǘǎ ǿŜǊŜ ƛƴ ǎǳŎƘ ŘƛǎǊŜǇŀƛǊ ǘƘŀǘ ǘƘŜȅ 
were unlivable.  
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LƴƪǎǘŜǊΩǎ ƘƻǳǎƛƴƎ ŀǳǘƘƻǊƛǘȅΣ ƭƛƪŜ ǘƘŜ ƘƻǳǎƛƴƎ ŀǳǘƘƻǊƛǘƛŜǎ ƛƴ ǘƘŜ ƻǘƘŜǊ ŎƛǘƛŜǎΣ Ƙŀǎ ǿƻǊƪŜŘ ǘƻ 
modernize and renovate public 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 market-rate housing to attract higher-income residents.  

Concentrated Poverty 

The new, growing body of research about older, distressed suburbs has identified a number of 
issues. Foremost among the socioeconomic challenges facing these cities is the concentration 
of poverty. Each of the four case study suburbs has experienced factors that contribute to the 
concentration of poverty:9 

 Poverty developing over decades  

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

 Significant demographic changes resulting from formation of single-parent households, 
aging of population, low educational attainment, and so on10  

In addition, there is the question of how extensively HUD policies contribute to concentrating 
poverty by targeting affordable housing dollars and programs to underserved, low-income 
neighborhoods. Chester, for example, would like to be able to use HUD dollars to attract 
middle- and upper-income households to the city.  

Berube suggests that relatively strong regional economic growth is not enough to lift these 
places out of poverty.11 This is true for Prichard and, to 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 (Philadelphia and Mobile), especially in access to jobs for residents.  

All four case study suburbs are isolated on every front: economically, 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 development. The 
city hopes to continue to build on this success, which is bringing in much-needed revenue.  

What works?  
Chester used ǘƘŜ ǎǘŀǘŜΩǎ YŜȅǎǘƻƴŜ hǇǇƻǊǘǳƴƛǘȅ ½ƻƴŜ όYh½ύ ƭŜƎƛǎƭŀǘƛƻƴΣ ǇŀǎǎŜŘ ƛƴ мффуΣ ǿƘƛŎƘ 
offers 15-year, 100 percent property tax abatement and other incentives, to attract developers 
for three new developments along its riverfront. The Wharf at Rivertown office building opened 
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ƛƴ нллсΣ IŀǊǊŀƘΩǎ /ƘŜǎǘŜǊ /ŀǎƛƴƻ ϧ wŀŎŜǘǊŀŎƪ ƻǇŜƴŜŘ ƛƴ нллтΣ ŀƴŘ tt[ tŀǊƪΣ ŀ aŀƧƻǊ [ŜŀƎǳŜ 
Soccer stadium that is home to the Philadelphia Union soccer club, opened in 2010. The KOZ, 
combined with strong local leadership, locational advantage, and transportation investments, 
was key to launching this central ǇƛŜŎŜ ƻŦ ǘƘŜ ŎƛǘȅΩǎ ŜŎƻƴƻƳƛŎ ŘŜǾŜƭƻǇƳŜƴǘ ǎǘǊŀǘŜƎȅΦ  
Additional state investment in pre-development, infrastructure (two new Interstate 95 highway 
ramps leading to the waterfront development site) and environmental cleanup helped move 
these projects forward. The two new on/off ramps connecting I-95 to the Chester waterfront will 
be fully operational by summer 2011. The state has also invested in upgrading Pennsylvania 291, 
ǿƘƛŎƘ Ǌǳƴǎ ŀƭƻƴƎ ǘƘŜ ǿŀǘŜǊŦǊƻƴǘΦ /ƘŜǎǘŜǊΩǎ ŦƻǊƳŜǊ ƳŀȅƻǊΣ 5ƻƳƛƴƛŎ tƛƭŜƎƎƛΣ ƛǎ ƴƻǿ ǎǘŀǘŜ {ŜƴŀǘŜ 
majority leader, which gives the city a strong voice at the state level. 
¢ƘŜ ƴŜǿ Ƨƻōǎ ŎǊŜŀǘŜŘ ōȅ IŀǊǊŀƘΩǎ ŀƴŘ ǘƘŜ ²ƘŀǊŦ ƻŦŦƛŎŜ ōǳƛƭŘƛƴg represent a 40 percent increase 
in private-ǎŜŎǘƻǊ Ƨƻōǎ ƛƴ ǘƘŜ Ŏƛǘȅ ŀƴŘ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ŘƛǾŜǊǎƛŦƛŎŀǘƛƻƴ ƻŦ ǘƘŜ ŎƛǘȅΩǎ ŜŎƻƴƻƳȅΦ ! ǎƳŀƭƭ 
percentage of these jobs goes to Chester residents.12  
These development projects are regional draws, attracting people to the city and bringing 
much-needed income to the city government. Although the KOZ provides a 15-year property tax 
abatement, Chester is able to collect income tax from the casino now. The agreement between 
ǘƘŜ Ŏƛǘȅ ŀƴŘ IŀǊǊŀƘΩǎ ƎǳŀǊŀƴǘŜŜǎ ǘƘŜ Ŏƛǘȅ Ϸмл Ƴƛƭƭion minimum a year from the casino, about 25 
percent of city budget. In 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 successes. In an effort to embrace a more regional approach and 
ǘƻ ŀǘǘǊŀŎǘ ƴŜǿ ŘŜǾŜƭƻǇƳŜƴǘ ǘƻ ƛƴŎǊŜŀǎŜ ǘƘŜ ŎƛǘȅΩǎ ǘŀȄ ōŀǎŜΣ ǘƘŜ ƳŀȅƻǊ recently entered into a 
partnership with neighboring Saraland, the county, and the state to attract a speedway on land 
with good 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 Earnhardt Jr. speedway 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 use, will 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 
experience and expertise required to sustain economic development efforts. CEDA played a key 
ǊƻƭŜ ƛƴ /ƘŜǎǘŜǊΩǎ ǊƛǾŜǊŦǊƻƴǘ ŘŜǾŜƭƻǇƳŜƴǘΣ ŀƴŘ ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ƭƻƴƎ-time, experienced staff 
were able to sustain efforts on several complicated deals. Perhaps if Prichard had 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 cities will successfully address the problems 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 governance challenges that include 
historical instances of corruption and mismanagement, redistributive politics, high turnover 
among city professional staff due to poor working environments and low wages, ineffective 
state and federal political representation, and a fragmented 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 create a lingering atmosphere of distrust that can have long-term effects, making 
it difficult to carry out basic city functions. In such situations, 

 city residents can lose trust in their government; 

 city employees can lose the ability to do their jobs effectively; 

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

 potential developers can shy away. 

Internally, city employees work for comparatively low pay in environments in which their ability 
to do their 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 quasigovernmental entity. 
Residents, anchor institutions, and 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 collaborating or working with the cities. It becomes 
difficult for city leaders to have a seat at the table where decisions get made; if they have a 
seat, it becomes difficult for them to have an effective voice.  

The current elected and appointed leaders of each of the four case study suburbs are 
committed to creating environments of integrity and trust. The importance of this cannot be 
overstated. They recognize that this process is slow and happens one demonstrated success at 
a time. Things are changing in each of the ŦƻǳǊ ŎƛǘƛŜǎ όLƴƪǎǘŜǊΩǎ ƴŜǿ ǎǘŀǘŜ ǎƻŎƛŀƭ ǎŜǊǾƛŎŜǎ 
building; /ƘŜǎǘŜǊΩǎ ŎŀǎƛƴƻΣ ǎƻŎŎŜǊ ǎǘŀŘƛǳƳ ŀƴŘ ƻŦŦƛŎŜ ōǳƛƭŘƛƴƎ; 9ŀǎǘ /ƭŜǾŜƭŀƴŘΩǎ ƴŜǿ IǳǊƻƴ 
Community Health Center; tǊƛŎƘŀǊŘΩǎ ǊŜŎŜƴǘ ŀƎǊŜŜƳŜƴǘ ƻƴ ƛǘǎ pension fund), but until 
ƻǳǘǎƛŘŜǊǎΩ perceptions about these cities change, their ability to work with potential 
developers, undertake collaborative ventures, or engage in collaborative decisionmaking with 
neighboring cities is severely limited. This may be one of the most critical issues in addressing 
the challenges of concentrated poverty, since it sets the context for all other types of 
interventions, particularly as community development policies and programs increasingly 
require broad public-private partnerships and resident participation.  
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In regions with declining 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 partners and 
responsible stewards of public, philanthropic, and private funds or those funds will stop 
flowing.  

What works?  
Inkster has demonstrated that it is a reliable development partner. In 2008, Michigan put out a 
bid for a new social services building in Inkster. 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 
ŎƛǘȅΩǎ ƭƻƴƎ-dormant downtown area. The state selected a developer, Ron Boji, to work with the 
city on the project. At the time, Boji was unfamiliar with Inkster but had a great deal of 
experience working for the state. When he began to work with the city, the city manager was 
changing, and the project got off to a rocky start. Once a new city manager was hired, things 
ōŜƎŀƴ ǘƻ ƳƻǾŜ ƳƻǊŜ ǎƳƻƻǘƘƭȅΦ CǊƻƳ ŀ ŘŜǾŜƭƻǇŜǊΩǎ ǇŜǊǎǇŜŎǘƛǾŜΣ ƛǘ was important that the city 
followed through and fulfilled commitments in a timely manner. Boji commented that his 
experience working with Inkster was positive, in part because Inkster had a sense of urgency not 
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 Department of Human Services, the YWCA of Western Wayne County headquarters, 
and a new justice center for the Inkster Police Department and the 22nd District Court. The city 
strongly encouraged the developer to include a retail center of 10,000 square feet. The result is 
a new 32,000-square-foot, $25 million, LEED-certified human services building that opened in 
December 2010.  
Boji ǘƘƛƴƪǎ ǘƘŜǊŜ ǿƛƭƭ ŜǾŜƴǘǳŀƭƭȅ ōŜ ŀ ƳŀǊƪŜǘ ŦƻǊ ǊŜǘŀƛƭ ƛŦ ǘƘŜ Ŏƛǘȅ Ŏŀƴ ƳƻǾŜ ǘƘŜ άƘƻǳǊƭȅ ƘƻǘŜƭǎΦέ13 
Once the new justice center opens, these hotels may voluntarily move. It is hoped that the new 
building will catalyze additional development in Inkster.  

Anchor Institutions 

As Berube and colleagues note,14 unique histories and locational advantages such as proximity 
to anchor institutions and high-growth sectors can form the basis of a recovery strategy. All 
four cities have important locational advantages, including freeway access, parks and green 
space, access to transit, and, in the cases of Chester and East Cleveland, anchor institutions. But 
to take advantage of these assets, city leaders must create atmospheres of trust. The most-
distressed suburbs must change the context in which these assets are valued. In short, they 
must change how they operate. 

What works? 

The new spirit of collaboration between the public and private sectors in Chester involves the 
Ŏƛǘȅ ŀƴŘ ǘǿƻ ƻŦ ƛǘǎ ƭŀǊƎŜǎǘ ŜƳǇƭƻȅŜǊǎ ŀƴŘ ŀƴŎƘƻǊǎΦ CǊƻƳ ǘƘŜ ŎƛǘȅΩǎ ǇŜǊǎǇŜŎǘƛǾŜΣ /ǊƻȊŜǊ-Chester 
Medical Center and Widener University are assets and are being embraced. The 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 positive impact of 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), a private-ƴƻƴǇǊƻŦƛǘ ŎƻƴǎƻǊǘƛǳƳ ǘƘŀǘ ŀŘǾƻŎŀǘŜǎ ǘƻ άenhance 
ǘƘŜ ŎƛǘȅΩǎ ŜŎƻƴƻƳƛŎΣ ǎƻŎƛŀƭ ŀƴŘ ŎǳƭǘǳǊŀƭ ŎƭƛƳŀǘŜǎ ǿƘƛƭŜ ǎŜǊǾƛƴƎ ŀǎ ŀ Ŏŀǘŀƭȅǎǘ ŦƻǊ ŦǳǘǳǊŜ 
ŘŜǾŜƭƻǇƳŜƴǘΦέ ¢ƘǊƻǳƎƘ ǘƘŜ L95Σ ǘƘŜ ǘǿƻ ŀƴŎƘƻǊǎ ǇŀǊǘƴŜǊŜŘΣ ŀƭƻƴƎ ǿƛǘƘ ǘƘŜ Ŏƛǘȅ ƻŦ /ƘŜǎǘŜǊΣ ǘƘŜ 
Reinvestment Fund, Delaware County, and Teres Holdings LLC on two development 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, a technology corridor between the Widener main campus and 
Crozer-Chester 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. 

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

Lƴ ŎƻƴǘǊŀǎǘΣ 9ŀǎǘ /ƭŜǾŜƭŀƴŘΩǎ ƎǊŜŀǘŜǎǘ ǇƻǘŜƴǘƛŀƭ ŀǎǎŜǘ ƛǎ ƛǘǎ ǇǊƻȄƛƳƛǘȅ ǘƻ ǘƘŜ ŀƴŎƘƻǊ ƛƴǎǘƛǘǳǘƛƻƴǎ ƛƴ 
University Circle, a major employment center of ǘƘŜ ǊŜƎƛƻƴ ŦƻǊ άŜŘǎ ŀƴŘ ƳŜŘǎέ ŀƴŘ ƘƻƳŜ ǘƻ ǘƘŜ 
ǊŜƎƛƻƴΩǎ ǘǿƻ ƭŀǊƎŜǎǘ ƘŜŀƭǘƘ ǎȅǎǘŜƳǎΣ ǘƘŜ /ƭŜǾŜƭŀƴŘ /ƭƛƴƛŎ ŀƴŘ ¦ƴƛǾŜǊǎƛǘȅ IƻǎǇƛǘŀƭǎΣ ŀǎ ǿŜƭƭ ŀǎ 
/ŀǎŜ ²ŜǎǘŜǊƴ wŜǎŜǊǾŜ ¦ƴƛǾŜǊǎƛǘȅ ŀƴŘ /ƭŜǾŜƭŀƴŘΩǎ ƳŀƧƻǊ ƳǳǎŜǳƳǎ ŀƴŘ ŎǳƭǘǳǊŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎΦ 
However, University Circle sits 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 to 
the Cleveland border, none of it crossing over into East Cleveland. 

The city is trying to change that and to capitalize on its location. It is spending $750,000 of NSP 
dollars on acquisition, renovation, and resale of prime residential property in a targeted 
investment area that runs along Euclid Avenue and will be anchored by the new health center 
and the Louis Stokes Rapid Station of the Greater Cleveland Regional Transit Authority (RTA). 
The station is the end point of the RTA's $200 million bus rapid transit 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 overcome barriers and would have to 
become known as a city that can make things happen. For example, any new residential for-sale 
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.  

The ǘǿƻ ƭŀǊƎŜǎǘ ŀƴŎƘƻǊǎ ƛƴ 9ŀǎǘ /ƭŜǾŜƭŀƴŘ ŀǊŜ ǘƘŜ /ƭŜǾŜƭŀƴŘ /ƭƛƴƛŎΩǎ IǳǊƻƴ wƻŀŘ IƻǎǇƛǘŀƭ ŀƴŘ 
General Electric. The Cleveland Clinic is investing $25 million to build the Huron Community 
Health Center, in front of the Huron Hospital, which the Clinic plans to close and demolish (so 
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the city will lose that anchor). General Electric is beginning to work more closely with the city 
and has entered into some small partnership projects under the leadership of Mayor Norton. 

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

Education  

Inkster, Chester, and East Cleveland schools face the challenges of declining tax bases, fiscal 
mismanagement, low educational performance among students, and providing safe 
environments in which students can learn. All three have been or are still in fiscal emergency. 
Prichard is part of the Mobile County school district, which has not experienced the same level 
ƻŦ ǇǊƻōƭŜƳǎΣ ŀƭǘƘƻǳƎƘ ǘƘŜ Ŏƻǳƴǘȅ ŘƛǎǘǊƛŎǘΩǎ ƎǊŀŘǳŀǘƛƻƴ ǊŀǘŜ ƛǎ ŀōƻǳǘ рл ǇŜǊŎŜƴǘΦ LƴǘŜǊŜǎǘƛƴƎƭȅΣ 
both Chester and Inkster had contracts with Edison Schools, a for-profit manager of public 
schools that was publicly traded on the NASDAQ from 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 but, apart from the 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, the cities will have difficulty 
attracting families.  

²Ƙŀǘ ŘƻŜǎƴΩǘ ǿƻǊƪΚ  
The Chester Upland School District (CUSD) is one of the most troubled districts in the state.  Of 
501 school districts in Pennsylvania, CUSD has ranked at or near the bottom for more than two 
decades. In the 2009ς10 school year, its graduation rate was 44 percent.15   
In 1994, the school district faced a multimillion-dollar 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. Several incidents (including an allegation of sexual 
misconduct by an Edison employee) and policies (such as not allowing students to take home 
books) led the state to break its contract with Edison. 

What works?  
Historically, Inkster had a highly regarded school district. However, school quality began to 
deteriorate in the 1980s. By 1999, the district had a $1.4 million deficit.16 In 2000, Inkster 
entered into a five-year contract with Edison Schools to forestall a rumored state takeover. 
However, the school board was not satisfied with how Edison was managing the schools and by 
2002 was in a dispute with the company.  
From 2002 to 2005, the district was placed under the oversight of a state emergency financial 
manager (EFM), who was given authority over all fiscal matters, supplanting the school board. 
Under the EFM, the 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 Assessment Program increased significantly. The schools also met 
adequate yearly progress standards under the No Child Left Behind Act for two consecutive 
years, after having never complied with these standards.  
The Edison Schools contract was not renewed in 2005, and the Inkster Public School District is 
now back in the hands of the elected school board. Enrollment has increased from 1,400 in 2003 
to 3,200 in 2010. Inkster now attracts students from Detroit looking for better schools. But it still 
faces mounting debt, reportedly close to $10 million.  

Local Government Capacity 

East Cleveland and Prichard are at or near fiscal insolvency. Chester, East Cleveland, and 
Prichard are or have been in some form of fiscal emergency in the past decade.  

In their analysis of policies to help distressed cities uncover their competitive advantages, Hill 
and Nowak explored the relationship between local management issues and fiscal insolvency.17  
Their work is instructive for understanding some options available to strengthen the position of 
distressed suburbs as they look to the future. Two quotes reflect Iƛƭƭ ŀƴŘ bƻǿŀƪΩǎ assessment 
of the problem:  

Distressed cities have histories of redistributive politics, including the use of 
public-sector operations 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 
performance. (p. 267) 
When probed, what appears to be corruption in public service is really the end 
result of incompetence, mismanagement, and a regulatory system that does not 
function. (p. 268) 

More specifically, they continue, distressed central cities have 

 outdated tax structures, 

 broken political cultures, 

 uncompetitive staffing levels, 

 vacant and abandoned land, and 

 inappropriate arrays and mixes of public services.  

Although Hill and Nowak are looking at central cities, these characteristics of distress are 
evident in all four suburbs in our study. Hill and Nowak suggest a range of strategies to address 
these issues. First, they suggest that a well-functioning public-sector bureaucracy is necessary 
to reconnect distressed cities to their regional economies and provide the seedbed for 
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development and opportunity. Further, they argue that meaningful administrative reform 
depends on making new arrangements with public-sector unions. The four case study suburbs 
illustrate their point that when cities cannot offer competitive wages and potential municipal 
ŜƳǇƭƻȅŜŜǎ ŘƻƴΩǘ ǎŜŜ ŀ career track because of political 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 specific functions, this 
did not emerge from the interviews as a high-priority 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 organizations, or elite 
leadership in politics and the private sector, they set the norms for a city. This returns to 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 the long-term civic agenda.  

What works?  
Chester is rebuilding a public-private 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 sectors to move the civic agenda forward. But 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, requires 
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 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, and perceptions about the city. The problem is 
that he or she does not have either the financial resources or the institutional flexibility to hire 
enough people to turn around the performance of the city. The mayor and any new staff can 
work only at the margin of reform.18  

Chester and East Cleveland have had state-appointed emergency fiscal managers with varying 
degrees of success. There is a question as to how far these managers can go, especially in 
ǊŜǎǘǊǳŎǘǳǊƛƴƎ Ŏƛǘȅ ŎƻƴǘǊŀŎǘǎΦ Lƴ tŜƴƴǎȅƭǾŀƴƛŀΣ ŦƻǊ ŜȄŀƳǇƭŜΣ !Ŏǘ птΣ tŜƴƴǎȅƭǾŀƴƛŀΩǎ CƛƴŀƴŎƛŀƭƭȅ 
Distressed Communities Act, provides that a recovery plan be prepared by a state-appointed 
coordinator in consultation with the city executive, legislature, and other stakeholders, and 
adopted as a city ordinance. The mayor and council continue to run the municipality. The 
coordinator ensures recovery plan implementation and helps build 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 with helping the city create a much-needed capital budget in 
2010.  
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In 2006, the recovery coordinator, Fairmount Capital Advisors Inc., reported that despite 
making some progress, Chester remained a distressed community, with operating deficits in 9 
of the last 10 years.19 CŀƛǊƳƻǳƴǘΩǎ five-year plan noted that improvements in the 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 anticipated 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. 
Chester has 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 order, and made recommendations regarding changes in fiscal and 
ŀŘƳƛƴƛǎǘǊŀǘƛǾŜ ǇƻƭƛŎȅΦ Lƴ ǘƘŜ ŜƴŘΣ ǘƘƻǳƎƘΣ ƛǘ ǿŀǎ ƛƴŎǳƳōŜƴǘ ƻƴ ǘƘŜ ŎƛǘȅΩǎ Ŝlected leaders to 
make the difficult changes. Instead, the city continued with business as usual.  

What works?  
The city manager form of government seems to serve Inkster well fiscally. Despite its shrinking 
tax base, lower amounts of revenue sharing from the state, and declining taxable property 
ǾŀƭǳŜǎΣ ǘƘŜ ŎƛǘȅΩǎ ŦƛƴŀƴŎŜǎ ƘŀǾŜ ōŜŜƴ ƳŀƴŀƎŜŘ well and, to date, services have not been cut and 
staff layoffs have been minimal. The state of Michigan rates the financial capacity of all cities 
using a fiscal indicator score,20 which includes several factors. Based on 2009 data, Inkster rates 
3 on a scale from 1 to 10, with 1 the best rating. This puts Inkster at the midpoint among Wayne 
County cities. This is an accomplishment, considering the general finances of most cities in 
Michigan are weak.  Inkster officials are proud of being able to provide a high level of fire and 
police servicesτάǎƻƳŜ ƻŦ ǘƘŜ ōŜǎǘ ŀǊƻǳƴŘΣέ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ƳŀȅƻǊτŀǎ ǘƘŜ ŎƛǘȅΩǎ police 
department prepares to apply to the Commission on Accreditation for Law Enforcement 
Agencies Inc., a process that takes up to three years to complete.  Water and sewer service are 
provided regionally, under a 1953 agreement. Garbage collection is contracted out.  
The city, through its Tax Increment Finance Authority, recently purchased a small building, 
refurbished it into a new city hall, and 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 it in Lansing. The city council is considering the same proactive attitude to assist the city in 
Washington, D.C.  

An interesting scenario is playing out in Michigan, which has granted more control to state-
appointed emergency managers to undo, in some cases, provisions of union contracts. 
Michigan residents have recently filed suit, claiming that the law violates the state 
constitution.21  

Hill and Nowak point to some other options that have worked in larger cities. New mayors 
seeking reform have successfully used management improvement task forces to review city 
operations with an eye to staffing levels and competence. States can step in with loaned 
executives. Other reforms could include the creation of an entity such as a city or countywide 
land bank to address land assembly issues. These 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 match outdated economic and social conditions. The jobs that provided 
most of their residents with working- or middle-class lifestyles no longer exist. The businesses 
that provided the property and income tax (where applicable) revenue are gone. While 
neighborhoods in each city have high-quality, well-kept housing, much of their older housing 
ǎǘƻŎƪΣ ŜǎǇŜŎƛŀƭƭȅ ǘƘŜ άǿƻǊƪŜǊ ƘƻǳǎƛƴƎΣέ ƛǎ ƻƭŘ ŀƴŘ ƻōǎƻƭŜǘŜΦ ²ƘƛǘŜ ŦƭƛƎƘǘ Ƙŀǎ ǘǳǊƴŜŘ ǘƻ ƎǊŜŜƴ 
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 
ǊŜǎƻǳǊŎŜǎΦ tŜǊƘŀǇǎ ƳƻǊŜ ǘƘŀƴ ƻǘƘŜǊǎΣ 9ŀǎǘ /ƭŜǾŜƭŀƴŘΩǎ ƭŜŀŘŜǊǎ ǎŜŜ opportunity in reaching out to 
regional partners to deliver city services. Despite the well-documented political barriers to 
regional collaboration, East Cleveland has entered into service agreements with other entities. 
One example is the 2008 agreement fƻǊ ǘƘŜ Ŏƛǘȅ ƻŦ /ƭŜǾŜƭŀƴŘ ǘƻ ǘŀƪŜ ƻǾŜǊ 9ŀǎǘ /ƭŜǾŜƭŀƴŘΩǎ ǿŀǘŜǊ 
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 watershed planning project.  
Mayor Norton is openly seeking regional solutions for city services such as fire services, police 
services, and garbage collection. He recently reached an agreement that provides for the county 
engineer to take over maintenance and repair ƻŦ ǘƘŜ ŎƛǘȅΩǎ ǎŀƴƛǘŀǊȅ ǎŜǿŜǊǎΦ IŜ ƛǎ ǇǳǊǎǳƛƴƎ ǘƘŜ 
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 Reutilization Corporation, informally known as the Cuyahoga County 
land bank. This agreement will provide East Cleveland with a credible system to improve its 
housing stock and infrastructure and to create the right opportunities and atmosphere for 
economic development. The land bank could be a boon for East Cleveland and other inner-ring 
suburbs struggling with surplus, vacant, and largely abandoned property.22  

Public officials in both Prichard and East Cleveland have questioned whether their cities can 
continue to function independently. At a Cleveland State University public forum on regional 
prosperity on WŀƴǳŀǊȅ нтΣ нлммΣ ǘƘŜ ƳŀȅƻǊ ƻŦ 9ŀǎǘ /ƭŜǾŜƭŀƴŘ ǎŀƛŘΣ άhƴŜ Řŀȅ ǘƘŜǊŜ ƳƛƎƘǘ ƴƻǘ ōŜ 
a city of East Cleveland as we know it. There might not be a city of Cleveland as we know it. 
There might be a city of Cuyahoga [the county in which these two cities are located]Φέ ! 
September 22, 2010, article in the Mobile Press-Register described a plan championed by 
Prichard City Councilwoman Earline Martin-Harris to dissolve city government for 30 years, with 
voters living within the current city boundaries deciding whether to re-form 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, infrastructure investments, and other state programs designed to attract 
development to underserved areas.  

State programs to assist cities facing fiscal emergency have also helped East Cleveland and 
Chester get their finances in order and avoid bankruptcy, albeit with varying levels of success. 
As noted above, Ohio, Michigan, and Pennsylvania all have programs to step in with emergency 
ŦƛƴŀƴŎƛŀƭ ƳŀƴŀƎŜǊǎ ǿƘŜƴ ŎƛǘƛŜǎΩ ƻǊ ǎŎƘƻƻƭ ŘƛǎǘǊƛŎǘǎΩ ŦƛƴŀƴŎŜǎ ǊŜŀŎƘ ŀ ŎǊƛǎƛǎ ǇƻƛƴǘΦ LƴƪǎǘŜǊ Ƙŀǎ ƴƻǘ 
needed this type of state assistance, and Alabama has not offered any such assistance to 
Prichard.  

tǊƛŎƘŀǊŘΩǎ state and local leaders have realistic goals and recognize the difficulties of 
overcoming perceptions, especially in a Republican-dominated state that provides very little 
assistance to Democratic cities. City leaders hope this might turn around with a newly elected 
state legislator, Napoleon Bracy Jr., a former Prichard City Council member. There is 
widespread agreement that Prichard will never have the capacity to turn itself around unless 
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 enterprise zone, but so far has not been able to capitalize on these designations. It also 
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 cities, such 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 cityΩs economic base. The state has also invested in Chester; for example, 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 offered by the state of 
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. InksterΩs TIFA is governed by a nine-member board appointed by the 
mayor and confirmed by the city council.  

aƛŎƘƛƎŀƴ Ƙŀǎ ƻǘƘŜǊ ǎǘŀǘŜ ǇǊƻƎǊŀƳǎ ŀǾŀƛƭŀōƭŜ ŦƻǊ ŘƛǎǘǊŜǎǎŜŘ ŎƛǘƛŜǎΦ  CƻǊ ŜȄŀƳǇƭŜΣ aƛŎƘƛƎŀƴΩǎ ŦƛǎŎŀƭ 
receivership program for distressed cities was used by Hamtramck, another city in Wayne 
County.  It was in receivership from 2000 to 2007, during which an emergency financial 
manager ran the city. The city is now trying to declare bankruptcy, which it sees as the most 
viable way forward. Hamtramck is in a dispute with Detroit, which surrounds it, over shared tax 
revenue from the General Motors Company Poletown plant. Michigan 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, Hamtramck had not accepted.23 

Michigan also has the Cities of Promise initiative for the eight poorest cities in the state: Benton 
Harbor, Detroit, Flint, Hamtramck, Highland Park, Muskegon Heights, Pontiac, and Saginaw. 
Created in 2006 and led by the Michigan State Housing Development Authority, the program 
ŀǇǇƭƛŜǎ ǊŜǎƻǳǊŎŜǎ ŀƴŘ ǘƘŜ ŜȄǇŜǊǘƛǎŜ ƻŦ ǎǘŀǘŜǿƛŘŜ ǇŀǊǘƴŜǊǎ ǘƻ ǊŜǎǘƻǊŜ ǘƘŜ ŎƛǘƛŜǎΩ ƴŜƛƎƘōƻǊƘƻƻŘǎ 
and districts. It provides an action team for each city that 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 
ŀǎǎƛǎǘŀƴŎŜ ǘƻ ŦƻǎǘŜǊ ŘŜǾŜƭƻǇƳŜƴǘ ƛƴ мм ƻŦ aƛŎƘƛƎŀƴΩǎ ŘƛǎǘǊŜǎǎŜŘ ǎǳōǳǊōǎΦ  

Ohio has some 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 cost-saving measures, they would still be in precarious fiscal 
situations. hƴ aŀǊŎƘ млΣ нлммΣ btwΩǎ άtƭŀƴŜǘ aƻƴŜȅέ Ǌŀƴ ŀ ǎǘƻǊȅ ŎŀƭƭŜŘ ά! CŀƛƭƛƴƎ /ƛǘȅ /ŀƭƭǎ ƛƴ 
ǘƘŜ CƛƴŀƴŎŜ 5ƻŎǘƻǊέ ŀōƻǳǘ wŜŀŘƛƴƎΣ tŜƴƴǎȅƭǾŀƴƛŀΣ ŀ ǎƳŀƭƭ Ŏƛǘȅ ǘƘŀǘ ǊŜŎŜƴǘƭȅ ǊŜǉǳŜǎǘŜŘ 
assistance throǳƎƘ tŜƴƴǎȅƭǾŀƴƛŀΩǎ !Ŏǘ птΦ The story concludes:  

Reading, like a lot of places, has real long-term problems. Problems that even if 
you stopped painting the lines completely, even if you cashed every check 
correctly, stopped borrowing from the sewer fund, those problems would still be 
ǘƘŜǊŜΦ Χ Lǘϥƭƭ Ǉǳǘ ǘƘŜ Ŏƛǘȅ ƻƴ ōŜǘǘŜǊ ŦƻƻǘƛƴƎΦ .ǳǘ ƛǘ ǎǘƛƭƭ Ƴŀȅ ƴƻǘ ōŜ ŀ ŎǳǊŜΦ 

These cities need to rethink their basic functions to find effective ways to change how they 
work and to capitalize on their physical assets and the personal 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, annexation, dissolution, and repurposing.  
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The Federal Role in Most-Distressed Suburbs  

Officials in all four cities have suggestions to make HUD programs more effective. Every city has 
requested greater flexibility to spend HUD dollars in ways that meet its most pressing needs 
and support economic development projects.  

Other suggestions were as follows: 

 Prichard housing officials suggest that larger entitlement cities be required to help 
smaller, nonentitlement communities. Housing officials would also like more flexible 
regulations, accompanied by stronger performance measures. Other suggestions are to 
create and fund a national housing trust fund to benefit communities like Prichard and 
to revise the allocation formula for tax credits to provide an incentive for nonprofit 
developers to leverage the tax credits.  

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

 The Southeast Michigan Council of Governments (SEMCOG) has submitted policy 
recommendations to HUD that would assist large and small communities in the midwest, 
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 communities like Inkster include more 
flexibility in using block grant money for economic development projects to help restart 
local economic improvements. SEMCOG recommends that HUD redefine its policy on 
aging to improve the stability of neighborhoods and housing stock while providing more 
opportunities for aging in place.  

 Chester city officials view the retention and attraction of a strong middle class as their 
ōƛƎƎŜǎǘ ŎƘŀƭƭŜƴƎŜΦ ¢ƘŜȅ ōŜƭƛŜǾŜ ǘƘŜȅ ƘŀǾŜ ƳƻǊŜ ǘƘŀƴ ǘƘŜƛǊ ŦŀƛǊ ǎƘŀǊŜ ƻŦ ǘƘŜƛǊ ǊŜƎƛƻƴΩǎ 
affordable housing and feel strongly that HUD programs contribute to this, encouraging 
the development of affordable housing in already low- and moderate-income areas. The 
barriers to attracting a critical mass of middle-class residents are very high, and Chester 
officials recognize 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 program. Chester officials have suggested that HUD 
conduct a demonstration program in Chester to test new program options that would 
enable them to attract higher-income households, which in turn would deconcentrate 
poverty. One specific suggestion is to revisit fair-market rents. Another is to develop 
strategies that help people move up, not out.  

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

Implementing these recommendations would improve how programs operate and would 
probably marginally improve the ability of the most-distressed suburbs to provide basic services 
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for their 4.1 million residents. But none of them will significantly change the economic 
trajectory sufficiently to ensure that these places remain viable entities, able to serve their 
residents into the future. To accomplish significant structural change, these suburbs need 
capacity building. The federal government has a somewhat limited role in this regard because 
cities are creatures of the state, established and empowered by state governments. However, it 
is an area in which the federal government is beginning to invest resources through technical 
assistance, fellowships, and other programs for cities.  

The federal government could bring in highly trained contractors or 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 cities cannot continue business as usual, and states cannot 
afford to have them continue business as usual. Their basic options are to regionalize, 
repurpose, or restructureτor some combination of the three.  

The federal role in building the capacity of the most-distressed suburbs can include these five 
activities:  

 Partnering with states on behalf of distressed suburbs to provide additional block grant 
dollars, loan guarantees, and debt reduction that can be used as incentives for cities 
ǘƘŀǘ ƳŜŜǘ άƎƻƻŘ ƎƻǾŜǊƴƳŜƴǘέ ŎǊƛǘŜǊƛŀΦ ¢Ƙƛǎ ƳƻƴŜȅ ŎƻǳƭŘ ōŜ ǘŀǊƎŜǘŜŘ ǘƻ ƛƴƛǘƛŀǘƛǾŜǎ ǘƘŀǘ 
ǿƛƭƭ ƛƴŎǊŜŀǎŜ ǘƘŜ ŎƛǘƛŜǎΩ ǘŀȄ ōŀǎŜǎ ŀƴŘ ǊŜƎƛƻƴŀƭƛȊŜ ƻǊ ǊŜǎǘǊǳŎǘǳǊŜ ǎŜǊǾƛŎŜǎΣ ōŜƎƛƴƴƛƴƎ ǿƛǘƘ 
public safety.  This could include, for example, ensuring that adequate and ongoing 
public safety will 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 governments, they need to get their own houses in order.  

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

 tǊƻǘŜŎǘƛƴƎ ǘƘŜ ŦŜŘŜǊŀƭ ƎƻǾŜǊƴƳŜƴǘΩǎ ƘƛǎǘƻǊƛŎ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ǘƘŜǎŜ ŎƻƳƳǳƴƛǘƛŜǎΦ 

 Creating cross-agency partnershipsτfor example, with public health providers or the 
U.S. Environmental Protection Agencyτthat provide leverage points and opportunities 
for federal/state/local funds. 

Every suburb and small city has assets. The goal is to give cities the tools to enhance 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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Appendix A. Literature Review 

A review of the literature on older suburbs was conducted to better understand the challenges 
faced by older, inner-ring 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 analysis 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, inner-ǊƛƴƎ ƻǊ άŦƛǊǎǘέ 
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 recommendations. 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 on the ground in 
distressed inner-ring 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 distressed neighborhoods 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 formerly industrial 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 inner-ring 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 trends in metropolitan 
America. They identify six demographic shifts: domestic migration, immigration, race/ethnicity, 
aging, poverty, and educational attainment. Many of these reflect an aging baby boomer 
generation, higher fertility rates among minorities, and increasing poverty beyond central city 
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 California peaked in 
the late 1990s and early 2000s. Nearly 8.4 million people moved across state lines. By 2007ς08, 
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 market. Typical migration magnets have seen 
population growth slowing, and Florida actually experienced a net loss of domestic migrants. 
Meanwhile out-migration in northern states slowed, allowing some northeastern and Midwest 
cities to gain population or reduce population 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, allowing them to 
maintain small population gains while experiencing steady out-migration. Immigrants have 
typically congregated in central-city neighborhoods, but recently immigrants have begun to 
settle in suburbs of major metropolitan areas. In 1980, 41 percent of immigrants 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 also moved away 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 the largest 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 make up 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 areas. For the 
second straight decade, blacks are migrating to southern metro areas such as Atlanta and 
Washington, D.C. Such shifts are causing majority-minority situations in many cities across the 
country. For the first time, in 2000, more than half of all racial and ethnic groups residing in 
large metro areas lived in the suburbsΦ άIn 2000, 43 percent of blacks in major metro areas lived 
in the suburbs, but that share increased rapidly to more than 50 percent by 2008έ όCǊŜȅ Ŝǘ ŀƭΦ 
2009, 61). 

Aging: As baby boomers 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 be forced 
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 low-density, automobile-centric developments 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 support aging 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 outnumbered 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, working-age Americans account for a larger share 
of the poor than in the past 30 years. The 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, declining rapidly in Midwest metro areas. However, this number appears to be rising 
again in highly distressed communities.  

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

These trends have some key implications for distressed inner-ring suburbs. Aging in place is a 
significant trend that will require suburbs to adopt new types of housing, services, and 
amenities to accommodate an aging population. Increasing poverty rates and decreasing 
educational attainment rates among minority populations will require suburban school districts 
to adopt new strategies to address the gap. The 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 3,567 nonςcentral-
city, metropolitan, incorporated places with a minimum population of 2,500. His research 
ǉǳŀƴǘƛǘŀǘƛǾŜƭȅ ƛŘŜƴǘƛŦƛŜǎ ǎƛƳƛƭŀǊƛǘƛŜǎ ŀƴŘ ŘƛŦŦŜǊŜƴŎŜǎ ŀƳƻƴƎ ǘƘŜ ƴŀǘƛƻƴΩǎ ǎǳōǳǊban 
municipalities, classifies each of them based on that information, and substantively explains the 
groupings. More than two-thirds of the people covered in his research reside in a suburb that 
does not match traditional perceptions of suburban America. He 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 were then subjected to discriminant analysis, to better 
understand the underlying data structure of each cluster. 

From the 10-cluster solution, five clusters containing 1,056 suburbs are relevant for our analysis 
of distressed older suburbs:  

 Manufacturingςblack (179) 

 Manufacturingςstruggling (828) 
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 Working diversityςsouth/western (85) 

 Working diversityςcentral (203) 

 Suburban successςworking stability (457) 

CƛƎǳǊŜ !ΦмΦ aƛƪŜƭōŀƴƪΩǎ ¢ȅǇƻƭƻƎȅ ƻŦ ¦Φ{Φ {ǳōǳǊōŀƴ tƭŀŎŜǎ 

 

Source: Mikelbank (2004).   

About half (50.9 percent) of suburbs appear to fit into the stereotypical view of suburbs: white 
bedroom communities that are prospering and aging. They have little or below-average 
employment and little in the way of family structure or racial diversity. Yet, even within this 
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 study. They 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 numbers of business establishments 
and employment bases, many of which are manufacturing. While similar to manufacturing 
ǎǳōǳǊōǎ ƛƴ ŜŎƻƴƻƳƛŎ ǎǘǊǳŎǘǳǊŜΣ ǘƘŜ ǇǊŜǎŜƴŎŜ ƻŦ ƻǘƘŜǊ άƘŜŀƭǘƘȅέ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ ǎŜǇŀǊŀǘŜǎ ǘƘŜƳ 
into a distinct cluster.  
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Inner-Ring Suburbs  

Hanlon (2010) focuses on inner-ring 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 inner-ring suburbs (wealthy, elite, ethnic, middle 
class, declining, and in-crisis). She examines inner-ring suburbs in the 100 most-populated 
urban areas in the United States and compares them to their newer outer suburban 
counterparts. Her work focuses on regional variations and inner-ring suburbs in decline.  

Using a national sample, Hanlon (2010, 93) finds that two-thirds of suburbs in crisis are inner-
ring suburbs. While she finds extreme cases of increased poverty among inner-ring suburbs in 
all regions of the country, the Midwest and the South had the highest proportion of inner-ring 
suburbs in crisis. Many of these were once home to manufacturing workers and were industrial 
ƛƴ ƴŀǘǳǊŜΦ Iŀƴƭƻƴ ŀƭǎƻ ŦƛƴŘǎ ǘƘŀǘ άǎǳōǳǊōǎ ǿƛǘƘ ƘƛƎƘ ƭŜǾŜƭǎ ƻŦ ǇƻǾŜǊǘȅ ǘŜƴŘŜŘ ǘƻ ōŜ ǎǳōǳǊōǎ ǿƛǘƘ 
high concentrations of minorities. In particular, these suburbs, more likely inner-ring than outer 
ǊƛƴƎΣ ōŜŎŀƳŜ ǇƻƻǊŜǊ ƻǾŜǊ ǘƛƳŜέ όнлмлΣ мроύΦ Lƴ Ƴŀƴȅ ƻŦ ǘƘŜǎŜ ǎǳōǳǊōǎΣ ǊŀŎƛŀƭ ǘǊŀƴǎƛǘƛƻƴ 
occurred from 1980 to 2000.  

IŀƴƭƻƴΩǎ όнлмлύ ŜȄŀƳƛƴŀǘƛƻƴ ǎǳƎƎŜǎǘǎ ǘƘŀǘ ǘƘŜ ŦƻǊŎŜǎ ǎƘaping inner-ring suburbs include 
housing market dynamics, demographics, labor-market restructuring, and metropolitan 
fragmentation. For example, she finds that housing age is important. Almost half the housing 
stock in declining inner-ring suburbs was built between 1950 and 1969 (postwar housing). Yet, 
almost one in three houses in advancing or relatively strong inner-ring suburbs were built 
before 1939. Older housing possesses a certain cachet, while postwar housing is becoming 
functionally and architecturally 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: 

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

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

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

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

 The physical design and plans for these communities plays a role in their viability. 
Suburbs with more green space may be more desirable than those with lots of industrial 
land.  
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 Diversity is a factor across old, new, declining, or progressing suburbs in different 
ǊŜƎƛƻƴǎ ŀƴŘ ƳŜǘǊƻǇƻƭƛǘŀƴ ŀǊŜŀǎΦ άLǎ ƛƴŎǊŜŀǎing minority population in the suburbs 
leading to changes in suburban political leadership? How are nonwhite suburbs 
ŘƛŦŦŜǊŜƴǘ ŦǊƻƳ ǿƘƛǘŜ ǎǳōǳǊōǎ ŀƭƻƴƎ ǎǇŜŎƛŦƛŎ ǇƻƭƛǘƛŎŀƭΣ ŜŎƻƴƻƳƛŎ ŀƴŘ ǎƻŎƛŀƭ ŘƛƳŜƴǎƛƻƴǎΚέ 
(Hanlon 2010, 157) 

 Suburbs are new immigrant gateways in the United States.  

Finally, she concludes that some suburbs resemble poor inner-city neighborhoods and suggests 
the need to look beyond traditional notions of cities and suburbs and recognize that decline is 
not urban or suburban, but metropolitan. New 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 first suburbs. His methodology uses county-level data and divides counties with first suburbs 
ƛƴǘƻ ŦƛǊǎǘ ǎǳōǳǊōǎΣ ǇǊƛƳŀǊȅ ŎƛǘƛŜǎΣ ŀƴŘ ƴŜǿŜǊ ǎǳōǳǊōǎΦ IŜ ǳǎŜǎ ǘƘŜ ǘŜǊƳ άŦƛǊǎǘ ǎǳōǳǊōǎέ ǘƻ ŘŜŦƛƴŜ 
places just outside central cities that were part of metropolitan America before 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 foreign-born residents (9.0 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 highest housing 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 of high-poverty 
neighborhoods is dropping sharply in urban areas, it is increasing at an alarming rate in the first 
suburbs. Three-quarters 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. 

[ƛƪŜ Iŀƴƭƻƴ όнлмлύΣ tǳŜƴǘŜǎ ŀƴŘ ²ŀǊǊŜƴΩǎ ŀƴŀƭysis is regional. Yet, first suburbs may be 
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 slow- or 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 York. Their populations are older and live in smaller households than those of 
the Sun Belt.  

Challenges: Lƴ Ƙƛǎ нллн ǇŀǇŜǊ ά±ŀƭǳƛƴƎ !ƳŜǊƛŎŀΩǎ CƛǊǎǘ {ǳōǳǊōǎΣέ tǳŜƴǘŜǎ ŦƻŎǳǎŜǎ ƻƴ ǇƻƭƛŎȅ 
recommendations that are further developed in his later work. He argues that first suburbs 
exist in a policy vacuum that favors struggling central cities and growing exurban communities 
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and ignores the unique assets and challenges of first suburbs. The aging population brings 
challenges in housing, transportation, and health care. Further, the increasing foreign-born 
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 condition. Orfield 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 almost totally segregated with very low revenue capacity and very high 
ŜȄǇŜƴŘƛǘǳǊŜ ƴŜŜŘǎΦ CƻǊǘȅ ǇŜǊŎŜƴǘ ƻŦ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴ ƛƴ hǊŦƛŜƭŘΩǎ ǎǘǳŘȅ ƭƛǾŜŘ ƛƴ ǎǳōǳǊōǎ ǿƛǘƘ 
revenue capacity ranging from low to very low and expenditure needs ranging from high to very 
high.  

tǳŜƴǘŜǎΩ ŀƴŀƭȅǎƛǎ ǎƘƻǿǎ ǘƘŀǘΣ ƻƴ ǘƘŜ ǿƘƻƭŜΣ ŦƛǊǎǘ ǎǳōǳǊōǎ Řƻ ƴƻǘ ƘŀǾŜ ƘƛƎƘ ǇƻǾŜǊǘȅ ƭŜǾŜƭǎΦ 
IƻǿŜǾŜǊ ǎŜǾŜƴ ƘŀǾŜ άŜȄŎŜǎǎƛǾŜƭȅ ƘƛƎƘέ ǇƻǾŜǊǘȅ ǊŀǘŜǎ ŀƴŘ ŦŀŎŜ ǘƘŜ ǎŀƳŜ ŎƘŀƭƭŜƴƎŜǎ ŀǎ ǘƘƻǎŜ 
faced by distressed neighborhoods of central cities. As illustrated in table A.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 1980ς2000 Population Change  

First suburb 
(urban county) 

2000 
population 

1980 
population 

Population change 
1980ς2000 
(percent) 

1995 estimated 
poverty rate 

(percent) 

Highland Park, MI (Wayne) 16,746 27,909 -40.0 45.9 

Chester, PA (Delaware) 36,854 45,794 -19.5  31.8 

East Cleveland, OH (Cuyahoga) 27,217  36,957  -35.8  30.4 

Harvey, IL (Cook) 30,000  35,810  -16.2  26.9 

Inkster, MI (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 

Sources: ¦Φ{Φ 5ŜǇŀǊǘƳŜƴǘ ƻŦ IƻǳǎƛƴƎ ŀƴŘ ¦Ǌōŀƴ 5ŜǾŜƭƻǇƳŜƴǘΣ ά{ǘŀǘŜ ƻŦ ǘƘŜ /ƛǘƛŜǎ мфффΣέ ŀƴŘ ¦Φ{Φ /Ŝƴǎǳǎ .ǳǊŜŀǳΦ 

Policy Recommendations: Puentes (2002) concludes, as does Hanlon (2010), that first suburbs 
should form coalitions to develop and articulate their own policy 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 earliest examples of these suburbs joining together to counteract 
sprawl. The Northeast Ohio FSC was formed in 1997 to counteract sprawl in the metropolitan 
region; to maintain, preserve, and redevelop the member communities; to ensure that public 
funds are invested equitably; to foster regional cooperation; and to promote sustainable 
communities throughout Ohio. Keating 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 programs 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 older 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 low-income households beyond the central city and first 
suburbs. These include federal regulations that would permit and incentivize the use of Section 
8 Housing Choice outside the lower-income blocks of first suburbs and revisit the rules 
governing the Low-Income Housing Tax Credit to foster the development of 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 options include 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 low-income families for basic goods and services. Through regulation, targeted 
expenditures, and market innovations, leaders can lower these high costs for low-income 
families and boost their economic and social mobility.  

The federal government can encourage revitalization and promote investment in existing places 
with established infrastructure (including access to transit). States can offer tax credits for infill 
ŘŜǾŜƭƻǇƳŜƴǘΦ tǳŜƴǘŜǎ ŀƴŘ Iŀƴƭƻƴ Ǉƻƛƴǘ ǘƻ aŜǘǊƻ 5ŜǘǊƻƛǘΩǎ wŜŘŜǾŜƭƻǇƳŜƴǘ wŜŀŘȅ 
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 encourage 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 relinquishing local control. Pennsylvania 
has legislation that permits the creation of revenue-sharing districts so municipalities can share 
taxes. Florida, Washington, Rhode Island, and Maryland use statewide land use plans to 
articulate diverse goals and guidelines that directly benefit places like first suburbs.  

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

Fiscal Equity 

 Wisconsin: State 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 

 Pennsylvania: 1995 Brownfield Cleanup Legislation 

 Missouri: tax credits to promote reinvestment and redevelopment 
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 Minnesota: This Old House Program 

 Maryland: inclusionary zoning laws 

 Washington State: growth management laws 
Curb Sprawl 

 Remove Gas Tax Use Restrictions 

 New Jersey: 2000 Fix It First Law 

 Maryland: 1997 Smart Growth Legislation 

 Pennsylvania: Growing Smarter Initiative 

 Minnesota: Community-Based 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 population of at least 50,000 and a relatively 
high poverty rate (20ς25 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 urban county 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 funds.  

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

 Property Improvement Loan Insurance (Title 1) is sometimes used in conjunction with 
203(k) 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. 

I¦5Ωǎ bŜƛƎƘōƻǊƘƻƻŘ {ǘŀōƛƭƛȊŀǘƛƻƴ tǊƻƎǊŀƳ ƛǎ ŀlso available and being used to assist first 
suburbs.  

Small Cities 

In its 2008 report, To Be Strong Again: Renewing the Promise in Smaller Industrial Cities, 
PolicyLink looks at smaller industrial cities. Their universe is cities that had populations of a 
least 5,000 people in 1880 and now have populations between 15,000 and 150,000 people, 
with median household income of $35,000 or less according to the 2000 Census. Many are 
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former manufacturing hubs with low-skilled labor forces. Using this screen, PolicyLink identified 
151 cities, primarily in Northeast and Midwest. PolicyLink observes that the smaller size of 
these cities makes them ripe to test creative, inclusive renewal strategies and to see results 
quickly.  

Many of these smaller industrial cities were dominated by a single industry or company and 
were thus affected by even small economic shifts within an industry. Middle-class families have 
left, but in some cases, new immigrants are filling the void, adding a newly dependent 
population to the lower-income residents who were left behind. These 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 designed to serve 
a much larger population and industrial base, but their resources and capacity to confront 
those overhead costs have declined. 

Some policy recommendations for small cities are similar to those previously noted, but they 
reflect the PolicyLink focus on equity and diversity, which is relevant for our work on distressed 
suburbs.  

Land use and fiscal policy: Engage residents and stakeholders in forging a vision of the future 
through land use planning and fiscal policy. As a part of the planning, cities should create 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 jurisdictions to provide 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 in infrastructure 
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 recreational opportunities for low-income 
families and improve the environmental health of the city.  

Economic renewal: Small cities should focus on job training and improving schools to create a 
new skilled workforce to attract new industries to the area. Job training should 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 financing. 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.  

Neighborhood revitalization: An anchor institution 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; spreading 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 affecting distressed inner-ring 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, inner-ring suburbs. Yet, for a small number of inner-ring suburbs, 
ǘƘƛǎ ƛǎ ŀ ƪŜȅ ŎƘŀǇǘŜǊ ƛƴ ǘƘŜƛǊ ƘƛǎǘƻǊȅΦ YŜŀǘƛƴƎΩǎ мффп ōƻƻƪ The Suburban Racial Dilemma: 
Housing and Neighborhoods ŦƻŎǳǎŜǎ ƻƴ ǘƘƛǎ ƛǎǎǳŜΦ IŜ ŎƻƳǇŀǊŜǎ /ƭŜǾŜƭŀƴŘΩǎ ǎǳōǳǊōǎ ǘƻ ǎǳōǳǊōǎ 
around the country that have both failed and succeeded in reducing housing discrimination. He 
offers East Cleveland as a textbook example ƻŦ ǘƘŜ άƛƴǾŀǎƛƻƴ ŀƴŘ ǎǳŎŎŜǎǎƛƻƴέ ǎŎŜƴŀǊƛƻ ƻŦ ǊŀŎƛŀƭ 
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 
turning intƻ ǊŜǎŜƎǊŜƎŀǘƛƻƴΦ YŜŀǘƛƴƎΩǎ ǿƻǊƪ ƛǎ ǳǎŜŦǳƭ ŦƻǊ ǘƘŜ ǇǊŜǎŜƴǘ ŀƴŀƭȅǎƛǎ ōŜŎŀǳǎŜ ƛǘ ǳǎŜǎ ŀǎ ŀ 
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 government, low 
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 67 percent) 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 deleterious effects of living in neighborhoods of concentrated 
poverty, but again, most of it focuses on inner-city 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, this can influence the entire city.  

A 2008 study by The Federal Reserve System and its 12 member banks and the Brookings 
Metropolitan Policy Program analyzed concentrated poverty and its impacts across a wide 
range of community types. The study includes 16 case studies of areas including inner-city 
neighborhoods, small cities, and rural areas across all regions of the United States. Although 
none of the case studies were done in distressed suburbs, the findings and recommendations 
are useful.  

All the communities studied face common obstacles related to underperforming local schools 
and low educational attainment among adults of working age; insufficient quality and diversity 
of housing; lack of mainstream commercial investment; and the limited capacity of local public, 
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private, and nonprofit organizations to navigate this suite of challenges. The report calls for 
strategies to help both poor places and their residents. In the final chapter of the report, 
Berube and colleagues (2008) synthesize the themes from the case studies.  

Berube and his coauthors identify three factors that have contributed to the concentration of 
poverty and the challenges faced by these communities: poverty developing over decades, one 
or more forms of isolation (physical, social, racial, and linguistic) from the larger economy and 
community, and significant demographic changes resulting from immigration, formation of 
single-parent households, and so on. The communities exist within both weak and strong 
regional economies, 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 
ǘƘŜ ŎƻƳƳǳƴƛǘƛŜǎΩ ǊŜǎǇŜŎǘƛǾŜ ǊŜƎƛƻƴŀƭ ŜŎƻƴƻƳƛŜǎ ƎǊŜŀǘƭȅ ǎƘŀǇŜ ǘƘŜ ŎƻƴǘŜȄǘ Ŧƻr their future 
prospects and shape the types of policies that might be effective. In areas with very strong 
regional economic growth, in-migration and investment may lead to a decline in the poverty 
rate. However, whether this rising tide benefits the original 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 affect the 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 decisionmaking. Lack 
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 policies and programs increasingly 
require broad public-private 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 high-growth 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 Mixed-Income Development: Partly in response to the 
research into the effects on residents of living in neighborhoods of concentrated poverty as 
described above, recent federal housing policy has fostered mixed-income communities 
through HOPE VI, the public housing revitalization program that replaces public housing 
projects with mixed-income 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 deconcentrating poverty through 
mixed-income 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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 Social networks as social capital: Living in close proximity to higher-income households 
can provide opportunities for lower-income residents to establish effective social 
networks that are seen as important for employment and upward mobility. 

 Social control: The loss of stable working families 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 higher-income residents, particularly 
homeowners, would lead to higher levels of accountability and an increased informal 
system of social control.  

 Culture and behavior: The presence of higher-income residents will lead other families 
to adopt more socially acceptable behavior as they learn from observation. This 
proposition is very coƴǘǊƻǾŜǊǎƛŀƭ ŀƴŘ ŀǎǎǳƳŜǎ ŀ άŎǳƭǘǳǊŜ ƻŦ ǇƻǾŜǊǘȅΦέ  

 Political economy of place: Increasing the number of high-income residents can create 
new market demand, which can attract higher-quality goods and services for all area 
residents. Politically, political forces that ignore their needs have marginalized lower-
income neighborhoods. 

Joseph (2006) finds the evidence limited and inconclusive. While some mixed- income 
developments have led to the creation of neighboring relationships, each development was a 
special situation and should not be used to generalize about mixed-income developments. 
Children seem to be the greatest benefactors of mixed-income developments. They are more 
likely to interact with children of all income levels and serve as a bridge to having their parents 
interact with one another.  

²ƛǘƘ ǊŜǎǇŜŎǘ ǘƻ ǎƻŎƛŀƭ ŎƻƴǘǊƻƭΣ WƻǎŜǇƘΩǎ ŦƛƴŘƛƴƎǎ ǎŜŜƳ ǘƻ ǎǳƎƎŜǎǘ ǘƘŀǘ ƻǘƘŜǊ ŦŀŎǘƻǊǎ ǎǳŎƘ ŀǎ 
strong property management in public housing may be more important. He finds very little 
evidence to show that role modeling is occurring in mixed-ƛƴŎƻƳŜ ŘŜǾŜƭƻǇƳŜƴǘǎΦ ά/ƻƴǘǊŀǊȅ ǘƻ 
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 holding a value and acting on it, there may well be less to be gained from income 
ƳƛȄƛƴƎ ƛƴ ǘŜǊƳǎ ƻŦ ŎƘŀƴƎƛƴƎ ǾŀƭǳŜǎ ǘƘŀƴ ƛǎ ŀǎǎǳƳŜŘέ όWƻǎŜǇƘ нллсΣ ннлύΦ 

He does find evidence of the market adjusting to accommodate greater buying power in the 
neighborhood as a result of mixed-income development. The influx of moderate- to 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 higher-income residents.  

Joseph (2006) concludes that expectations for mixed-income developments should be clearer. 
Is the expectation to revitalize a neighborhood, house the poor, or lift low- income families out 
of poverty? If these expectations are clearly spelled out, it becomes much easier to evaluate 
their effectiveness. Dispersal of the urban poor with programs such as Section 8 Housing Choice 
Vouchers has actually been proven more effective than mixed-income development in terms of 
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raising the earnings of the participating families. But such programs can also have detrimental 
effects because families are completely transplanted and must reestablish social networks in an 
unfamiliar environment.  

Mixed-income developments could be one way to provide higher-quality housing options for 
current residents while also providing new housing opportunities for higher-income residents 
to relocate to severely distressed neighborhoods. While this will certainly help municipal coffers 
by offering additional income and property tax, this article suggests that the social benefits of 
mixed-income developments for the original residents may be negligible. 

Fiscal and Tax Capacity 

The National League of Cities (2010) surveyed its member cities (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 effect of reduced property values and increased unemployment 
and the resulting declines in tax revenues.  

Specifically, the survey found the following: 

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

 Eight-four 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.  

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

 One in two (52%) city officials report that service levels will continue to decrease next 
year if tax rates and fees are not increased.  

Unfortunately, when budget or service cuts are made, they are slowly reinstated if at all. 
Reductions in service and increased taxes could cause residents to seek greener pastures, 
potentially cause significant out-migration, which could further stresǎ ŀ ŎƛǘȅΩǎ finances.  

Remedies for Fiscal Stress: There is a small body of literature on fiscal stress and the remedies 
available to municipalities. A good overview is provided by Kimhi (2008). Municipalities are 
similar to private corporations, but as public entities they have certain obligations to provide 
local services regardless of fiscal health. As such, special mechanisms are required for 
bankruptcy procedures should a municipality become unable to meet debt obligations. In his 
review of the legal remedies available to cities experiencing fiscal stress, Kimhi (2008) finds 
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three: creditors' remedies, Chapter 9 bankruptcy, and state intervention, which may include 
state financial boards and/or Municipal Insolvency Statutes. 

Many cities of interest in our project have shrinking tax bases, aging infrastructure, and a 
dependent population base. Such conditions are a recipe for fiscal stress, and municipal 
insolvency may become a reality for many. But what insolvency remedy can best save the city 
and enable it to begin revitalization efforts? Secondly, which remedy can actually prevent 
potential fiscal stresses before it is manifest into insolvency? Kimhi (2008) examines each 
remedy in terms of its impact on residents, the city, the state, and creditors.  

First he examines the causes of fiscal stress and finds that there are two generally accepted 
theories: socioeconomic-decline and local management.  

The socioeconomic-decline theory (Ladd-Yinger) views external factors, rather than internal 
political decisions, as the primary causes of urban crisis. It attributes municipal financial distress 
ǘƻ ŦŀŎǘƻǊǎ ƭŀǊƎŜƭȅ ƻǳǘ ƻŦ ƭƻŎŀƭ ƭŜŀŘŜǊǎΩ ŎƻƴǘǊƻƭΦ ¢ƘŜǎŜ ŦŀŎǘƻǊǎ ƛƴŎƭǳŘŜ ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ ƴŀǘƛƻƴŀƭ 
business cycles, suburbanization, 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 higher-income population to 
suburbs leads to a declining tax base, increasing costs of service, and so on. Finally, changes in 
ƛƴǘŜǊƎƻǾŜǊƴƳŜƴǘŀƭ ǘǊŀƴǎŦŜǊ ǇŀȅƳŜƴǘǎ Ŏŀƴ ŀƭǘŜǊ ŀ ƳǳƴƛŎƛǇŀƭƛǘȅΩǎ ōǳŘƎŜǘ ŀǎ ŦŜŘŜǊŀƭ ƻǊ ǎǘŀǘŜ 
monies are lost, but the obligation to provide such services under state statutes remains. This 
perspective on municipal decline largely 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 forces faced 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 
ƛƴǎƛŘŜ ŀ ŎƻƳƳǳƴƛǘȅ ŀƴŘ ǘƘŜ ŎƛǘȅΩǎ ƳŀƴŀƎŜƳŜƴǘ ǇǊŀŎǘƛŎŜǎ ŘŜǘŜǊƳƛƴŜ ƛǘǎ ŦƛǎŎŀƭ ŦŀǘŜΦ Lǘ ƛǎ not so 
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 suffer from financial 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 participants, the 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 another. 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 
budgetary pressures.  
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YƛƳƘƛ ŎƻƴŎƭǳŘŜǎΣ ά±ŀǊƛƻǳǎ ǎƻŎƛƻŜŎƻƴƻƳƛŎ ŦŀŎǘƻǊǎ ōŜȅƻƴŘ ǘƘŜ ƭƻŎŀƭ ƻŦŦƛŎƛŀƭǎΩ ǊŜŀƭƳ ƻŦ ŎƻƴǘǊƻƭ Ŏŀƴ 
cause municipal financial difficulties. However, even in the presence of some or all of the 
socioeconomic forces described above, many scholars believe that circumstances internal to 
ǘƘŜ ƭƻŎŀƭƛǘȅ ŀǊŜ ǘƘŜ Ƴŀƛƴ ǊŜŀǎƻƴ ŦƻǊ ŦƛƴŀƴŎƛŀƭ ŎǊƛǎŜǎέ όнллуΣ спнύΦ 

The three remedies are also examined by Kimhi (2008): 

Creditors' remedies: Creditors may file for a judgment against cities unable to meet debt 
obligations, 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 emergencies. These protected 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 defaulted 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 
ŘŜōǘ ǘƻ ōŜ ǎŜǘǘƭŜŘ ōŜŦƻǊŜ ǘƘŜ ƳǳƴƛŎƛǇŀƭƛǘȅΩǎ ƴŜȄǘ ōǳŘƎŜǘ ŎȅŎƭŜΦ ¢ŀȄ ƭŜǾŜƭǎΣ ƘƻǿŜǾŜǊΣ Ƴǳǎǘ 
remain at or below state limits. As such, if a municipality has exhausted its tax capacity, 
creditors are again without a tool to collect.  

Chapter 9 bankruptcy: Chapter 9 bankruptcy protection enables insolvent localities to seek 
bankruptcy protection from their 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. 
Municipalities must meet five thresholds before entering into bankruptcy protection; this 
ŘƛŦŦŜǊǎ ŦǊƻƳ ǘƘŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ƻǘƘŜǊ ŘŜōǘƻǊǎ ŦŀŎŜΦ ά¢ƘŜǎŜ ǘƘǊŜǎƘƻƭŘ ǊŜǉǳƛǊŜƳŜƴǘǎ ƛƴŎƭǳŘŜΣ ƛƴǘŜǊ 
alia, express and direct state approval for the bankruptcy filing, as well as an insolvency 
ǊŜǉǳƛǊŜƳŜƴǘέ όYƛƳƘƛ нллуΣ срлύΦ 5ǳǊƛƴƎ ōŀƴƪǊǳǇǘŎȅΣ ǘƘŜ ŎƻǳǊǘ ŀƴŘ ŎǊŜŘƛǘƻǊǎ ŀǊŜ ǎǳōƧŜŎǘ ǘƻ ǘƘŜ 
tax rates as imposed by the municipality. This allows localities to avoid full repayment by 
refusing to maximize their tax raising capacity.  

State financial boards and state municipal insolvency statutes: A financial board is a state 
agency created to help a distressed locality overcome its economic troubles. Unfortunately, 
ǎǘŀǘŜǎ ŘŜŎƛŘŜ ǘƻ ƛƴǘŜǊǾŜƴŜ ƻƴƭȅ ŀŦǘŜǊ ŀ ŎƛǘȅΩǎ ŎǊŜŘƛǘ ǊŀǘƛƴƎ Ŧŀƭƭǎ ōŜƭƻǿ ƛƴǾŜǎǘƳŜnt grade, or when 
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 insolvent 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 environment.  

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 of the state, therefore the state 
should be responsible for creating statutes to protect municipal fiscal health and help cities 



 

A.17  

recover from insolvency. Cities in states that take a proactive approach have improved credit 
ratings, resulting in lower interest rates.  

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. Many cities that we 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 capacityςincreasing efforts could help cities return 
to financial strength.  

Local management capacity: It 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:  

ά5ƛǎǘǊŜǎǎŜŘ ŎƛǘƛŜǎ ƘŀǾŜ ƘƛǎǘƻǊƛŜǎ ƻŦ ǊŜŘƛǎǘǊƛōǳǘƛǾŜ ǇƻƭƛǘƛŎǎΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ǳǎŜ ƻŦ 
public sector operations 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 
ǇŜǊŦƻǊƳŀƴŎŜΦέ όIƛƭƭ ŀƴŘ bƻǿŀƪ нллнΣ нстύ 
άWhen probed, what appears to be corruption in public service is really the end 
result of incompetence, mismanagement and a regulatory system that does not 
ŦǳƴŎǘƛƻƴΦέ όLōƛŘΦΣ нсуύ 

More specifically, distressed central cities have 

 outdated tax structures, 

 broken political cultures, 

 uncompetitive staffing levels, 

 vacant and abandoned land, and  

 an inappropriate array and mix of public services.  

To address these issues, Hill and Nowak suggest a range of strategies. First, a well-functioning 
public-sector bureaucracy 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 a 
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 
ǿŀƎŜǎΣ ŀƴŘ ǇƻǘŜƴǘƛŀƭ ƳǳƴƛŎƛǇŀƭ ŜƳǇƭƻȅŜŜǎ ŘƻƴΩǘ ǎŜŜ ŀ ŎŀǊŜŜǊ ǘǊŀŎk because of political 
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instability. Further, meaningful administrative reform depends on making new arrangements 
with public-sector unions.  

Hill and Nowak also look at the importance of leadership. Civic leadership can come from many 
different places including 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 long-term 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, 
painful restructuring 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, and perceptions 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 (Hill and 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 small? States 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 land bank to address land assembly issues.  

Finally, a strategy for raising the incomes of current residents is the adoption of a state and 
ƭƻŎŀƭ ŜŀǊƴŜŘ ƛƴŎƻƳŜ ǘŀȄ ŎǊŜŘƛǘΦ ¢Ƙƛǎ ƛǎ ǘƘŜ άŎƻǊǊŜŎǘέ ƳŜŎƘŀƴƛǎƳ ŦƻǊ ƳŀƪƛƴƎ ǿƻǊƪ Ǉŀȅ ǿƛǘƘƻǳǘ 
interfering with market-based wage setting mechanisms.  

Programs That Work 

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

Neighborhood-Based Programs 

We selected two neighborhood-based programs to highlight here. Both are well-established 
programs that have been shown to have a positive impact over a long period in distressed 
urban neighborhoods of central cities. It is hoped that these can offer guidance as to what 
might work in distressed inner-ring suburbs.  
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Dudley Street Neighborhood Initiative: In her book wŜǾƛǾƛƴƎ !ƳŜǊƛŎŀΩǎ CƻǊƎƻǘǘŜƴ 
Neighborhoods: An Investigation of Inner City Revitalization Efforts, Elise Bright (2003) examines 
revitalization efforts taking place in impoverished inner-city neighborhoods across the country. 
She looks at a variety of efforts ranging from partnerships and community empowerment to 
regional governance. She provides case studies that identify strengths and challenges faced. 
While she does not focus on inner-ring 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 at the Dudley Street neighborhood organization, a 
highly regarded long-running example of comprehensive community development before, 
during, and after several projects were completed. 

Dudley Street offers an example of how residents of a Boston neighborhood, fed up with 
abandonment, poor city services, and neglect, empowered themselves to improve their 
neighborhood. Such efforts could be transferred to other cities experiencing decline. We have 
found that many impoverished communities lack the organizational capacity for sustained 
grassroots revitalization efforts. So it is useful to look at how the residents of the Dudley Street 
neighborhood were able to overcome this hurdle. 

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

Dudley Street had been a stable Irish and Italian American neighborhood, but it began 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 in a 1.5-mile 
area. By 1980, over 40 percent of residents were living below 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 city involvement in revitalization efforts, as they had seen what had 
occurred in other neighborhoods, with gentrification forcing out many long-term residents. 
They wanted to avoid the standard practice of outsiders coming in and telling residents what is 
best for them. In 1984, the Mabel Louise Riley Foundation offered funding to create a 
redevelopment plan and helped form a 23-member board with just three residents to oversee 
the plan. The Dudley Street Neighborhood Initiative (DSNI) was created when residents 
objected. The Initiative created a 29-member board that included mandatory representation 
from different racial groups, community stakeholders, and nonprofit organizations. The board 
was elected by the then-1,300 members of the organization.  

The new organization 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 nine months of 
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 given eminent domain 
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 long-term control of the property. DSNI also used land trusts and restrictive covenants 
to maintain the low- to moderate-income character of the neighborhood, essentially using tools 
that had been employed in the past to keep low-income residents or minorities out of 
neighborhoods to provide stability.  

From the beginning, DSNI has involved 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 Organization: The second example of a 
neighborhood-based program that could offer lessons for distressed inner-ring suburbs is 
drawn from The EnterpǊƛǎŜ CƻǳƴŘŀǘƛƻƴΩǎ όнлллύ On the Ground with Comprehensive Community 
Initiatives, which looks at community-based organizations that are making a difference in 
distressed urban neighborhoods. The Marshall Heights Community Development Organization 
(MHCDO) participated in a seven-year 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 housing units, more than 
any other ward in the city. In 1990, the ward was 97 percent African American. While the ward 
has a disproportionate number of poor residents, it has many amenities such as parks and 
historical sites. Ward 7 in Washington DC shares many demographic characteristics with 
distressed inner-ring 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 community development 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, and business services to the community, while maintaining several revenue 
producing assets such as a shopping center.  

Community organizing: Like the Dudley Street Neighborhood Initiative, MHCDO grew out of a 
grassroots effort in 1979 as an intentionally inclusive organization. MHCDO works to involve all 
members of the community in formulating new programs and policies. Public housing resident 
ŎƻǳƴŎƛƭ ƳŜƳōŜǊǎ ƘŀǾŜ ŀ ǎŜŀǘ ƻƴ aI/5hΩǎ ōƻŀǊŘ ƻŦ ŘƛǊŜŎǘƻǊǎΦ aI/5h Ƴŀƛƴǘŀƛƴǎ ƘƛƎƘ Ǿƛǎƛōƛƭƛǘȅ 
through newsletters, annuŀƭ ǊŜǇƻǊǘǎΣ ǿƻǊƪǎƘƻǇǎ ŀƴŘ ǇǳōƭƛŎ ŦƻǊǳƳǎΦ άaI/5h ŘŜǎƛƎƴǎ ƛǘǎ 
ǇǊƻƎǊŀƳǎ ǘƻ ŜƴƎŀƎŜΣ ǊŀǘƘŜǊ ǘƘŀƴ ƳŜǊŜƭȅ ǎŜǊǾŜΣ ǊŜǎƛŘŜƴǘǎέ όaŜȅŜǊ Ŝǘ ŀƭΦ нлллΣ нлуύΦ 



 

A.21  

Coalition building: MHCDO provides many services to the community as part of a holistic 
approach to community development. 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 offices have been engaged in welfare and health programs through MHCDO. This helps 
build the capacity of other organizations serving the community.  

Commercial revitalization: Through public and private funds, MHCDO was able to purchase a 
local shopping center. 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 overwhelming 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 
community-based organization can invest successfully in income-producing developments or 
business ventures with profits returning to the community is replicable.  

Business development: MHCDO provides technical assistance, grants and loans to Ward 7 
business owners and new entrepreneurs. Training is offered through collaborations with other 
agencies in D.C. MHCDO manages a micro loan program to provide seed money for new or 
ŜȄƛǎǘƛƴƎ ōǳǎƛƴŜǎǎŜǎ ǘƘŀǘ ŘƻƴΩǘ ƘŀǾŜ ŜǎǘŀōƭƛǎƘŜŘ ǎƻǳǊŎŜǎ ƻŦ ŎŀǇƛǘŀƭΦ ¢ƘǊƻǳƎƘ ǘƘŜ aI/5h 
.ǳǎƛƴŜǎǎ 5ŜǾŜƭƻǇƳŜƴǘ ǇǊƻƎǊŀƳΣ /ƘŜǎŀǇŜŀƪŜ .ŀƎŜƭ .ŀƪŜǊȅ ƻǇŜƴŜŘ ƛƴ aI/5hΩǎ ǎƘƻǇǇing 
center. This was the first minority-owned 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 development plan.  

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 
ǘƘŜ ŎƛǘȅΩǎ ǘŀȄ ōŀǎŜΦ Lƴ ƻǳǊ ǇǊƻƧŜŎǘΣ ǘƘŜ ŎƛǘƛŜǎ ŀǊŜ ŀǳǘƻƴƻƳƻǳǎΣ and their distress is mostly 
citywide, thus reducing available resources.  

Regional Governance and Tax Sharing  

In combating inner-city poverty, much of the literature recommends regional programs that 
encourage local governments to share services and taxes. Therefore it is useful to include some 
examples of places where such programs are working. In her chapter on regional governance, 
Bright (2003) examines the cities of Minneapolis-St. Paul, Portland, and the Canadian cities of 
Vancouver, Toronto, Ottawa, and Montreal as they each use some form of regional governance, 
taxation, or services.  

The Metropolitan Council in Minneapolis-St. Paul is often cited as a model regional government 
with taxation powers that control transportation planning, transit services, 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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¢ƘŜ ŎƻǳƴŎƛƭΩǎ ǘŀȄ ōŀǎŜ ǎƘŀǊƛƴƎ Ǉƭŀƴ ǿŀǎ ŜƴŀŎted in 1975, after extensive state lobbying. It allows 
communities to pool 40 percent of tax collection increases resulting from commercial and 
industrial development from a seven-county region and redistributes it to communities in need 
of fiscal support. This 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) has been 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 Neighborhood 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 housing 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 city has allowed the city to 
invest in infrastructure and public amenities in even the poorest neighborhoods. Several 
neighborhoods with single-room-occupancy hotels for homeless men and women and higher 
than city average poverty rates have received new streetscapes and parks. 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. However, the 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 populations, making 
reform and revitalization a simpler task. Another theme in both cities was the high 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 

Glaeser (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 
ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ŀƴŘ ōƛƎ άǎƛƭǾŜǊ ōǳƭƭŜǘέ ŘŜǾŜƭƻǇƳŜƴǘ ǇǊƻƧŜŎǘǎ ƘŀǾŜ ŘƻƴŜ ƭƛǘtle to reverse declines 
and have not addressed the growing population of low-income residents in Buffalo. He argues 
ǘƘŀǘ ŦǳǘǳǊŜ ƛƴǾŜǎǘƳŜƴǘǎ ǎƘƻǳƭŘ ōŜ ǇŜƻǇƭŜ ōŀǎŜŘ ǊŀǘƘŜǊ ǘƘŀƴ ǇƭŀŎŜ ōŀǎŜŘΦ ά! ǎŜƴǎƛōƭŜ ŦŜŘŜǊŀƭ 
approach for upstate New York would invest in people-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 
ǇƻǾŜǊǘȅέ όDƭŀŜǎŜǊ нллтΣ рύΦ 

Conclusion and Next Steps 

A broad base of research creates typologies of American suburbs, especially inner-ring or first 
suburbs. However, there is a need for further research into specific types of suburbs. Our focus 
is the subset of low-capacity, highly distressed inner-ring suburbs. The purpose of this project is 
to deepen the understanding of the dynamics at work in these suburbs as well as the trends, 
challenges, assets. and liabilities that have contributed to their distress. Neighborhood, 
municipal, and regional program and policy recommendations are offered. There is evidence 
that grassroots comprehensive development programs can work in targeted areas of inner-city 
neighborhoods. Such programs hold potential for distressed suburbs and small cities, but many 
of these have very little fiscal or managerial capacity at the city level to implement programs, 
and residents are not well organized. Regional strategies can help at a macro level, but efforts 
such as regional tax sharing are likely to bring about benefits only over a long term.  

The literature review also suggested areas for further inquiry including:  

 What is the level of fiscal and managerial capacity? 

 What is the capacity of residents to mobilize around issues? 

 What strategies and investments were used by communities to either change their 
development path or to embark on a different path? 

 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? 

 ²Ƙŀǘ ŘƛŦŦŜǊŜƴŎŜ ƘŀǾŜ ǘƘŜƛǊ ǎǘŀǘŜΩǎ policies made? 

 What state and federal programs are working well, and how could they work better? 

 How are they affected by their ƳŜǘǊƻ ŀǊŜŀΩǎ larger economic and population trends? 
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Appendix B. Methodology and Bucket Tables 

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: poverty rate, unemployment rate, and foreclosure rate.1  

We started with all cities and villages in the United States with populations of at least 2,500 in 
the year 2000. Since 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 the metropolitan areaǎΩ names 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 Minneapolis-St. Paul, Minnesota, 
metropolitan area as a guide. St. Paul, 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 threshold: to 
qualify as a suburb for our analysis, a city could constitute no more than 9.6 percent of the 
CBSA population. In addition, the city could not be the first name in the CBSA metropolitan area 
title. Finally, there needed to be complete data for all our analysis variables. When all the 
filtering was done, we had 4,066 suburbs in our analysis file.  

These 4,066 suburbs were distributed across the nine census divisions, as displayed in figure 
B.1. The East North Central census division had 23.5 percent of all suburbs, followed by Middle 
Atlantic, at 18.8 percent. For comparison later, it is noteworthy that only 12.3 percent of the 
suburbs were in the Pacific division. 
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Figure B.1. 4,066 Suburbs in Analysis by Census Division 

 

Identifying Suburbs in Distress  

CƻǊ ǘƘŜ ǇǳǊǇƻǎŜǎ ƻŦ ǘƘƛǎ ǎǘǳŘȅΣ άƳƻǎǘ ŘƛǎǘǊŜǎǎŜŘέ ǎǳōǳǊōǎ ǿŜǊŜ ǘƘƻǎŜ ƘŀǾƛƴƎ m-score values 
above 1.5 for each of the three indicators of distress: poverty rate, unemployment rate, and 
foreclosure rate. This provided three index values that were all scaled in the same way and 
were then analyzed individually and combined into a composite index. 

What Is an M-Score? 

One common way to quantitatively measure ŀ Řŀǘŀ ǇƻƛƴǘΩǎ ŘƛǎǘŀƴŎŜ far from the center is to 
calculate its z-score. To calculate a z-score, the data value for the individual suburb is subtracted 
from the mean for the entire population of values, and the result is divided by the standard deviation 
for the distribution: 

zi = (xi ς ux)/dx 

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

Our distributions of poverty, unemployment, and foreclosure rates, however, are skewed to the right. 
On the left, the values are bounded by zero. On the right, the limit 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 deviation 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 these transformations reduce the bias caused by the skewedness 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 mean, as the measure of 
central tendency. This methodology was created by Hill, Wolman and Brennan2. As is generally 
known, the median is not susceptible to the magnitude of extreme outliers. For example, given the 
data points 1, 3, 5, 7, and 100, the mean is 23.2, 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 an m-score and is calculated as follows: 

mi = (xi ς Mx)/PSDx 

where 

 xi is the value for the individual suburb. 

 Mx is the median of the distribution across all suburbs. 

 PSDx is the pseudostandard deviation and is calculated by dividing the interquartile range value by 
1.349. The interquartile range is calculated by taking the value 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 standard deviations (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 standard deviation. 

A major advantage of the m-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 pseudostandard deviation, that work best for skewed 
distributions. The m-score has the advantage of being interpreted in a manner similar to the familiar 
z-scoreτthat is, in terms of the number of standard deviations from the center of the distribution. In 
the case of the z-score, the center is the mean. For the m-score, it is the median. 

Since the data were skewed, we chose to use m-scores as our method for transforming the data. This 
also allowed us to calculate composite indexes. 

Suburbs that had high scores on the composite index (i.e., were very distressed in all three 
areas) were considered most distressed. A suburb could not be identified as most distressed by 
having an extreme score on just one or two indicators. Using an m-score threshold of 1.5 
yielded 168 suburbs, 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 distress. These 168 suburbs represented a total population of 4.1 million 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 most-distressed suburbs by census division 
yielded some surprising results (fig. B.2). While only 12Φо ǇŜǊŎŜƴǘ ƻŦ ƻǳǊ ǎŀƳǇƭŜΩǎ ǎǳōǳǊōǎ ŀǊŜ ƛƴ 
the Pacific census division, 36.3 percent of the most-distressed suburbs are in this division. With 
61 of the 168 suburbs, the Pacific division has more than twice as many most-distressed 
suburbs as the next-highest division, East North Central with 29. The Pacific division includes 
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California, Oregon, and Washington, but all the most-distressed suburbs in this division are in 
California, particularly the southern half of California. Similarly, the Mountain census division 
includes eight states, but all six of the most-distressed suburbs in that division are in 
southwestern Arizona. 

Figure B.2. Distribution of All and Most-Distressed Suburbs by Census Division 
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Figure B.3 presents another way of looking at this geographic distribution. It shows the most-
distressed suburbs by metropolitan area (using CBSAs and combined statistical areas, or CSAs) 
using prism mapping. In the prism map, the heights of the metropolitan areas reflect the 
number of most-distressed suburbs in them. Most-distressed suburbs in the Pacific and 
Mountain divisions are concentrated in the southwest, in areas such as Los Angeles-Long 
Beach-Riverside (27), Fresno-Madera (13), Bakersfield (5), Salinas (4), and Visalia-Porterville (4). 
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Figure B.3. Prism Map of Most-Distressed Suburbs, by CBSA/CSA 

 
Note: CBSA = core-based statistical area; CSA = combined statistical area 

The geographic distribution illustrates that these 168 most-distressed suburbs are clustered 
across various metropolitan regions of the country.  

The contexts in which these suburbs operate are likewise varied depending on such factors as 
the age of the suburb, its economic and demographic history, and other variables. To better 
understand the different contexts in which they operated, groupings based on measures of 
population and economic trends were added. Table B.1 illustrates the six different types of 
places.  

The economic trends are captured in the two rows of the matrix. Suburbs were classified in one 
of two groups of regional economies: 

 άCŀǎǘ-ƎǊƻǿǘƘέ όǘƻǇ ǊƻǿύΥ ¢ƘŜ ǊŜƎƛƻƴŀƭ ŜŎƻƴƻƳȅ ƎǊŜǿ ŀǘ ŀ ǊŀǘŜ ǘƘŀǘ ǿŀǎ ŀōƻǾŜ ǘƘŜ 
overall median rate of growth. 

 ά{ƭƻǿ-ƎǊƻǿǘƘέ όōƻǘǘƻƳ ǊƻǿύΥ ¢ƘŜ ǊŜƎƛƻƴŀƭ ŜŎƻƴƻƳȅ ƎǊŜǿ ŀǘ ŀ ǊŀǘŜ ǘƘŀǘ ǿŀǎ ōŜƭƻǿ ǘƘŜ 
overall median rate of growth, or the regional economy declined. 

It was expected that most-distressed suburbs in regions with fast-growth economies might 
show some benefit from the regional growthτa rising tide lifting all ships. Conversely, most-
distressed suburbs in regions with slow-growth economies might face additional challenges. 
Regional economic trends were measured using m-score values for inflation-adjusted 
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percentage change in gross domestic product (GDP) per capita from 1980 to 20093 for the CBSA 
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 population growth (below the median rate), and fast population growth 
(above the median rate).4  

Table B.1. Most-Distressed Suburbs Classification by GDP and Population Change 

 Population Change, 1980ς2000 

Absolute 
population loss 

Population growth but 
below the median (negative 

m-score) 

Population growth above 
the median (positive m-

score) 

M-score for 
inflation-adjusted 
% change in GDP 
per capita, 1980ς
2009 

+ 
Bucket 4 
(n = 40) 

(Pop. = 875,757) 

Bucket 5 
(n = 7) 

(Pop. = 305,860) 

Bucket 6 
(n = 6) 

(Pop. = 111,531) 

- 
Bucket 1 
(n = 26) 

(Pop. = 339,509) 

Bucket 2 
(n = 13) 

(Pop. = 258,598) 

Bucket 3 
(n = 76) 

(Pop. = 2,182,583) 
Note: Total suburbs = 168, total population = 4,073,838. 

¢ƘŜ ǎƛȄ ŎŜƭƭǎ ƻŦ ǘƘŜ ƳŀǘǊƛȄ ǊŜǇǊŜǎŜƴǘ ǘƘŜ ŘƛŦŦŜǊŜƴǘ ƎǊƻǳǇƛƴƎǎ ƻǊ άōǳŎƪŜǘǎέ ƻŦ ŘƛǎǘǊŜǎǎŜŘ ǎǳōǳǊōǎΦ  

Bucket 1: 26 suburbs, 339,509 residents. These suburbs experienced absolute population loss 
from 1980 to 2000 and were located in regions with slow-growth economies from 1980 to 
2009.  

Bucket 2: 13 suburbs, 258,598 residents. These suburbs experienced slow population growth 
from 1980 to 2000 and were located in regions with slow-growth economies from 1980 to 
2009.  

Bucket 3: 76 suburbs, 2,182,583 residents. These suburbs experienced fast population growth 
from 1980 to 2000 and were located in regions with slow-growth economies from 1980 to 
2009.  

Bucket 4: 40 suburbs, 875,757 residents. These suburbs experienced absolute population loss 
from 1980 to 2000 but were located in regions with fast-growth economies from 1980 to 2009.  

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

Bucket 6: 6 suburbs, 111,531 residents. These suburbs experienced fast population growth 
from 1980 to 2000 and were located in regions with fast-growth economies from 1980 to 2009.  

Detailed information about the suburbs in each bucket follows in tables B.2 through B.7.  
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Of the six groupings, by far the largest number of suburbs (76, or 45 percent) is in bucket 3. All 
these suburbs are in four states: California (58), Texas (8), Arizona (3), and Florida (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 second-largest number of suburbs falls into bucket 4, which represents suburbs in fast-
growth economic regions but with absolute losses in population.  

Figure B.4 shows the geographic dispersion by census divisions for each bucket. All divisions are 
named with the two-character postal code abbreviations of the two states that have the most 
most-distressed suburbs in the division. Since all distressed suburbs in the Pacific and Mountain 
divisions are in California or southwestern Arizona, these were combined into CAAZ. There is 
only one suburb in the New England division, so we decided to 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 (ILMI). Buckets 1 and 4 have the most Rust Belt representation. 
Bucket 3 is dominated by California, and all its most-distressed suburbs are in California, Texas, 
Arizona, and Florida, so this is a deep south/southwest group.  

Figure B.4. Geographic Dispersion of Most-Distressed Suburbs 

 

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 suburbs. We decided to further narrow our focus to those most-distressed 
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 most-distressed suburbs that were 
majority minority, had pre-1968 housing stock, and had lost population from 1980 to 2000.  
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Notes 

1 Poverty and unemployment data for 2000 were extracted from place-level 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 at http://www.huduser.org/portal/datasets/nsp_foreclosure_data.html. Data 
were downloaded separately for each state.  

2 IƛƭƭΣ 9ŘǿŀǊŘ ²ΦΣ IŀǊƻƭŘ [Φ ²ƻƭƳŀƴΣ ŀƴŘ WƻƘƴ .ǊŜƴƴŀƴΦ ά²Ƙŀǘ ƛǎ ŀ /ŜƴǘǊŀƭ /ƛǘȅ ƛƴ ǘƘŜ ¦ƴƛǘŜŘ 
States? Applying a statistical technique for devŜƭƻǇƛƴƎ ǘŀȄƻƴƻƳƛŜǎΣέ Urban Studies (November 
1998) 35(11): 1935-1969 and in Furdell, Kimberly, Harold Wolman, and Edward W. Hill.  2005. 
ά5ƛŘ ŎŜƴǘǊŀƭ ŎƛǘƛŜǎ ŎƻƳŜ ōŀŎƪΚ ²ƘƛŎƘ ƻƴŜǎΣ Ƙƻǿ ŦŀǊΣ ŀƴŘ ǿƘȅΚέ Journal of Urban Affairs 27(3): 
283-305. 

3 Data from aƻƻŘȅΩǎ 9ŎƻƴƻƳȅΦŎƻƳ ŦƻǊ мфул ŀƴŘ нллф όǿƛǘƘ ǇƻǇǳƭŀǘƛƻƴ Řŀǘŀ ŦǊƻƳ ǘƘŜ ŎŜƴǎǳǎύΦ  

4 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 study.  Suburbs highlighted in 
orange are the subset from which the four case study cities were drawn.  These cities have populations that are majority minority 
and have a median age of housing of 1968 or earlier. 
 
Table B.2. 
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Table B.3. 
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Table B.4. 


































































































































































































































