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� The housing market is a central force in driving 

neighborhood change
� That change can be positive or negative
� CDCs and local governments can play an active role 

in influencing market behavior and outcomes
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A community’s health is driven by the extent to 
which it has a competitive housing or real estate 
market; that is, the extent to which individuals 
chooseto live in that area rather than other areas 
to which they could move.
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� An area where nobodywants to live, and 
where people live only because they have no 
other choices, will not be a healthy 
community. 

� As people who live in such a community gain 
personal choices, they move out. 
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� People who have enough income to choose 

between different places to live chooseto move 
into the area

� People who have enough income to leave the area 
chooseto stay

� Both groups contribute to neighborhood strength
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� The more people choose to stay in or move into 
the area, the stronger the local housing market 
becomes. 

� Housing market strength translates into other 
positive community changes

� Without a healthy housing market, creating a 
socially and economically healthy community 
may be difficult, if not impossible. 
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� Foreclosures and vacancies destabilize a community 

by undermining the vitality of its housing market
� Communities can also be destabilized by unmanaged 

growth, leading to cost pressures and displacement
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� Build the housing market, turning the area into a 
community of choice that can draw and retain a 
diverse economic mix of residents 

� Combat forces undermining housing markets and 
destabilizing the community

� Preserve opportunities for lower income people to 
remain in the community, and foster equitable 
redevelopment. 
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� What factors drive housing market change at the 
neighborhood level?
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� The potential for neighborhood change is both 
created and limited by change in exogenous
factors: citywide and regional housing 
markets, as well as national and global 
economic forces. 

� Change in endogenous factors realizes that 
potential on the ground. 
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� CDCs can have little impact on exogenous 
change factors 

� Local governments can have some impact, 
but only to a limited degree 

� Both CDCs and local governments can 
have a major impact on endogenous
change factors.
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� Collapse of housing bubble and decline in 

house prices
� Increase in mortgage defaults and foreclosures
� Credit freeze
� Deepening recession 
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� What are its physical characteristics?
� What are its market conditions?
� Which way are they trending?
� What are the problems discouraging the market?
� What are the assets that can potentially help build 

the market? 
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Philadelphia/Selected Census Tracts Price Trends 19 97-2007
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Philadelphia/Selected Census Tracts Real Estate Sal es 1997-2007
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Oxford Circle Tract 314 Home purchases by occupancy
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Minneapolis –
Citywide
sales price and 
sales volume 
trends
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Minneapolis –
House prices by area

Highest prices

Lowest
prices



Managing neighborhood change

-69% -60%

-50%

-75%-51%

St. Paul median sales price change from 
2005 Q1 to 2009 Q1 (Citywide ��� � ������ �� -54%)

-31%

-46%

-8%

-
2
4
%

-24%

-13%
-51%

-14%



Managing neighborhood change

Hurley

Kettering
University

Flint River

Carriage
Town

UM-Flint

Downtown

Identify
Assets



Managing neighborhood change

� #�����

������������
�	�����	��������
��
��	�������������
�������������

� Increasing the desirability of the community’s 
housing stock

� Increasing community stability
� Increasing community amenity value and quality 

of life 
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� Physical characteristics of housing do not reflect market 

demand
� Cost to build or rehabilitate housing exceeds market value 

of new or improved property
� Properties in area are not appreciating, or are losing value
� Potential buyers are unaware of availability of desirable 

housing stock in area
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PROBLEM: Cost to rehabilitate vacant houses exceeds 
market value of improved property. 

STRATEGY: Use market gap capital subsidies to 
motivate middle-income households to buy and restore 
abandoned properties

EXAMPLE: Jackson-Ward Neighborhood 
Revitalization Program, Richmond, VA
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PROBLEM : Homebuyers reluctant to buy because of 
fear that properties will lose value 

STRATEGY: Create equity preservation insurance 
program to protect buyers against loss in value

EXAMPLE: Southwest Chicago Home Equity 
Assurance Program
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� What is a stable neighborhood?

� A stable neighborhood is not one where 
everybody stays in place, and everything stays the 
same. 

� A stable neighborhood is one where residents and 
potential buyers feel confident that their 
investment – psychological as well as financial –
is secure. 
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� Reducingproperty abandonment
� Reducing foreclosures
� Reducingcrime
� Increasing the homeownership rate
� Increasing property investment by owners
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PROBLEM : Abandoned properties destabilizing 
community

STRATEGY: Systematically target abandoned
properties for acquisition, rehabilitation and sale 
to moderate income homebuyers

EXAMPLE : HANDS, Inc. neighborhood 
Strategy in Orange, New Jersey
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� The problem is not foreclosures as such, but what 

they lead to

� Foreclosures trigger disinvestment, vacancy and 
abandonment 

� Disinvestment, vacancy and abandonment 
undermine the value of neighboring properties. 
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2006 2008
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� Improve area appearance (curb appeal)

� Enhance parks and open space
� Increase economic opportunities

� Improve transportation and access
� Enhance shopping and services 

� Improve school quality
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PROBLEM : Once-magnificent community park has 
been

badly neglected but represents major opportunity for 
Surrounding neighborhood

STRATEGY: Restore the park and program for diverse 
activities to make it a center of neighborhood activity

EXAMPLE: Patterson Park Community Development 
Corporation, Baltimore, MD
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Patterson Park
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� Neighborhood stabilization is about
market recovery
� Market recovery is not just about properties –

it is about rebuilding resident and consumer 
confidence in the area.

� Before markets can recover, it is critical to stop 
the bleeding. 
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� The three key steps to neighborhood 
stabilization:
� Prevent foreclosures
� Break the link between foreclosure, vacancy and 

abandonment

� Foster market recovery by offering desirable 
housing options, building community stability 
and increasing amenity value
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� Preserve and/or expand the affordable housing 

stock
� Prevent or mitigate involuntary displacement 

� Build resident incomes and wealth
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� Preserve existing subsidized or affordability 
controlled housing

� Preserve affordability in the private market 
housing stock

� Convert private market housing into affordability-
controlled housing

� Create new affordability controlled housing
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� California law requires one-to-one replacement of 

any affordable housing removed through urban 
renewal

� Boston, Baltimore, Chicago and Philadelphia 
have enacted inclusionary housing ordinances. 
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� Homeowners

� Tenants in private market housing
� Tenants in publicly-assisted or affordability-

controlled housing. 
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� Washington DC enacted a ordinance giving 

tenants the right of first refusal to buy their 
buildings

� New Jersey law does not allow foreclosure as 
grounds for eviction of legal tenants in good 
standing. 



Managing neighborhood change

� .�������������������

���������������
� Create jobs or bring jobs into the community
� Train people for jobs in region
� Increase access to regional job opportunities
� Grow small/medium businesses in the area

� These are complementary, not primary, strategies for 
equitable revitalization – even if effective, most residents 
will not see their incomes rise at the same rate as house 
prices.
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� Affordable housing preservation and creation 
strategies are development-oriented 
� they require money

� Strategies to prevent displacement are more 
regulatory 

� they require legal authority.
� Both require political will
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� Timing is everything
� Each market building, stabilization or 

equitable revitalization strategy will be a 
better or worse ‘fit’ for a particular area 
or neighborhood, depending on current 
market conditions and the changes 
taking place in the area.
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� For market-building activities, the starting 
point is: 
� what are the current market conditions in the 

area?

� For equitable revitalization, the starting point 
is: 
� what is the course of market change in the area?
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� Key questions to ask for any strategy: 
� Is the strategyrelevant?Does it address a real 

problem? 
� Is the strategy effective? Is it likely to yield the 

desired results?

� Is the strategy efficient? Is the cost reasonable, 
and the balance of costs and benefits better than 
alternative strategies?
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********Create demand-responsive housing 
through adaptive reuse of non 
Residential structures

******Create demand-responsive housing 
through rehabilitation and 
reconfiguration of existing stock

********Build new scattered-site housing 
targeted to market demand

*******Create large-scale market-changing or 
transformative redevelopment projects

654321

HOUSING MARKET 
CONDITION

(1 = LOWEST, 6 = HIGHEST) 

STRATEGY
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� How can one know whether and how a area is 
changing? 

� Track indicators of change: 
� Real estate activity 
� House prices
� Vacancies/abandoned properties
� Tax delinquencies
� REO properties
� New foreclosure filings
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Sustained strong market conditions – high property values and rents, 
homebuyers mostly middle/upper income, development very profitable, 
consistently high maintenance. 

5

Strong improvement in market conditions – moderately high values, many 
economically diverse owner-occupant buyers, development moderately 
profitable, high maintenance level

4

Strong improvement in market conditions – property values increasing, 
increase in homebuyers and homebuyer incomes, market gap and 
disinvestment disappearing

3

Moderate improvement in market conditions – moderate property values, 
increased sales (more LM homebuyers), reduced market gap and 
disinvestment/abandonment

2

Slight improvement in market conditions – property values and rents still 
low, slight increase in speculative, large market gap, continued
disinvestment/abandonment

1

INDICATORS OF POSITIVE CHANGESTAGE OF 
CHANGE
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STAGE OF NEIGHBORHOOD CHANGE

*********Land bank for future affordable 
housing 

********Acquisition of privately-owned 
properties

******Rehab grants and loans to 
landlords

********Inclusionary zoning ordinance

**********Tenant right of first refusal 
ordinance

********Rent control ordinance

543210
STRATEGY
Equitable revitalization strategies and neighborhoo d change
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Effectiveness/relevance of landlord assistance strategy

Efficiency
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� Track community market change

� Change specific strategies and activities to reflect 
change in community market conditions 

� Change the mix of market-building and equitable 
revitalization strategies
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� Each community has different assets and problems that 
create conditions for market change and opportunities for 
equitable revitalization.

� There is no one “right” economic mix for an area  –
different people and groups seek out different areas for 
different reasons.

� In the end, the mix needs to be driven by the area’s 
characteristics and assets. 
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Alan Mallach
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