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Some cities are breaking the rules;� exuding an appetite for risk, vision, and 

leadership; forming great partnerships; and shaping their communities for the 21st 

century. Most important, as traditional sources of funding have changed or declined, 

entrepreneurial public and private leaders are figuring out how to move their com-

munities forward. Those leaders set their communities ahead of their peers and offer 

lessons for all. This publication highlights examples of urban and suburban leadership 

using innovative partnerships and financing. 

Introduction

Too often, cities budget all their resources for 
the challenges of today, such as crime and road 
repairs. They do not budget time and resources 
for tomorrow. If a community is going to succeed, 
it must invest in its future, whether that includes 
redeveloping vacant industrial properties, re-
invigorating a declining downtown, or creating 
new employment opportunities by partnering 
with prospective employers.

Every community both large and small is 
buffeted by global and national economic forces. 
Those forces are relentless and will shape a com-
munity’s future. For many years, the assumption 
has been that a local community’s efforts can 
have little influence on its economic fortunes. 

The narrative of communities being victims 
of forces beyond their control is true, but the as-
sumption that communities can do little about it 
is untrue. Every community has a choice: to react 
and manage the effects of those global forces or 
to be proactive and decide what type of commu-
nity it wants to be, based on its strengths. Every 
community has that choice. 

A community’s ability to change its trajec-
tory begins with intentionality, the point at 
which a community decides to become something 
other than what it has been traditionally. Some 
of the great examples around the country should 
give every community reason to believe that 
local leadership can make a huge difference: 
the Research Triangle in North Carolina was an 

intentional decision to move from a tobacco and 
lumber economy to a technology economy; San 
Diego made an intentional decision to move from 
being just a military town to the fifth-largest tech-
nology economy in the country; Pittsburgh made 
an intentional decision to move from a failing 
manufacturing economy to a vibrant technology 
economy; Greenville made an intentional deci-
sion to revitalize its downtown by challenging the 
South Carolina Department of Transportation’s 
rules for building roads and by creating a 
breathtaking linear urban park. Hundreds of 
other examples exist of communities that made 
intentional decisions to create a better future for 
themselves. 

As a prerequisite for changing direction within 
a community, a clean, safe, and efficient gover-
nance structure is critical. Communities need to 
be managed well. The most obvious measures 
of effective management are the status of the 
streets and the local perceptions of safety. Clean, 
litter-free streets are an immediate indication that 
basic governance is working. Without a general 
sense of safety, nothing else works. To keep a 
community safe and clean requires a consistent, 
day-to-day focus with adequate resources and 
good management. Since public safety costs can 
represent 50 percent of a community’s budget, 
the management of those resources is essential. 
The dollars must be sufficient to get the job done 
without being overbudgeted.
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Life and color 
come to a formerly 
abandoned area 
of the East Liberty 
neighborhood in 
Pittsburgh. WALNUT 

CAPITAL 

Once a community makes an intentional deci-
sion to change, a key set of ingredients must be  
in place:

■■ A clear understanding of a community’s com-
petitive advantages

■■ Strong leadership by both the public and 
private sides

■■ A strategic vision
■■ An entrepreneurial spirit
■■ A public/private partnership culture
■■ Knowledge of public financing tools
■■ A commitment to design excellence
■■ Organizational and staff capacity 

Competitive Advantages
Communities must clearly understand their 
competitive advantages. Historically, communi-
ties were founded and grew because of loca-
tion, available natural resources, transportation 
linkages, labor accessibility, or another unique 
characteristic or notable industry or resident. 
Often, the factors that shaped a community are 
either less important or completely irrelevant 
today. However, the legacy and talent generated 

by traditional industries can be the foundation of 
a new economy and can support creative financ-
ing for the community’s future. 

A clear understanding of the current strengths 
of a community will shape that community’s vision. 
The vision must both encompass diverse oppor-
tunities for residents and nurture a rich sense of 
history, architecture, industry, culture and arts, in-
stitutions, and natural resources. Developments 
happen incrementally, but great cities happen 
strategically. The challenge is to use competitive 
advantages to fit pieces of the puzzle together to 
form a beautiful picture. 

Leadership
Who is in charge? Most communities have 
invested in a vision plan, a comprehensive plan, 
a strategic vision, and other similar documents. 
Too often, those plans sit on a shelf because there 
are always reasons not to act, commonly because 
of community opposition. It is at that moment of 
doubt—when it is safer not to go forward—that 
bold leadership is essential. Communities that are 
succeeding have found the civic and political will 
to move forward with their vision. 
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Leadership comes from many places. Al-
though, clearly, the most common model is the 
strong political leadership of a mayor, other  
models exist. In Cincinnati, one of this publica-
tion’s case studies, the leadership came from the 
local business community. Executives faced a 
decision: either relocate their longtime downtown 
corporate headquarters because of declin-
ing appearance, poor building conditions, and 
increasing crime or assume the responsibility for 
reversing the trends. The business leadership cre-
ated a development corporation—the Cincinnati 
Center City Development Corporation. 3CDC,  
as it is known, was seeded by the corporations 
with both multiyear operating funds and patient 
capital—equity funds not requiring short-term or 
full market-rate returns. 3CDC then partnered 
with the city’s political leadership, created a fo-
cused strategic vision, and hired a great staff.  
The results are spectacular.

New Orleans’s response after Hurricane 
Katrina is a great example of community-based 
leadership. Frustrated with waiting for mayoral 
leadership that never occurred, churches, non-
profits, individuals, philanthropic institutions, and 
a thousand other sources began rebuilding homes 
and neighborhoods and putting the pieces of a 
great city together again. Today, New Orleans 
stands as a powerful example of what commu-
nity-based leadership can do. Unfortunately, a 
community-based leadership model rarely has the 
financial resources that are available to a strong 
mayor or business leadership group.

Several of the case studies showcase the 
role of local developers. Those local entrepre-
neurs joined with the city and started with an 
initial—often quite risky—project. Backed by a city 
subsidy and political will, they created a new real-
ity. After the project succeeded, the market took 
note. Second and third projects took shape, and 
over several years—and focused leadership with 
strategic subsidies—the private market took hold. 

A Strategic Vision
According to Joseph P. Riley Jr., longtime mayor 
of Charleston, South Carolina, “The best property 
in a community ought to be in the public realm.” 
Waterfront trails, great parks, civic squares, 
and attractive shopping streets are examples 
of public properties that can satisfy Mayor 

Riley’s vision for a community’s best property. 
Developments are too often a series of transac-
tions, disconnected from neighboring uses and 
those important public properties. A strategic 
vision connects transactions and views the initial 
public investments as catalytic. Such investments 
ignite interest and lead to additional investments 
that require fewer public resources. 

The most vivid examples of a lack of strategic 
vision are the surface parking lots in almost every 
city, each serving individual buildings. Surface 
parking lots are the antithesis of a vibrant place. 
The ability of a community to manage individual 
property developers to collectively—rather than 
individually—solve parking, maintenance, design 
standards, and other common issues greatly af-
fects the community’s health.

An Entrepreneurial Spirit 
At many different levels, a community must em-
brace an entrepreneurial spirit. The view “but that 
is how we have always done it” fails to support in-
novation that matches new technology and mar-
kets. Almost every community is being affected by 
demographic shifts as both baby boomers and 
millennials increasingly choose more urban, walk-
able living arrangements. 

Communities need to rethink their zoning and 
parking regulations and to repurpose buildings 
that were originally constructed for obsolete uses. 
Those changes require rethinking the status quo. 
Often, community opposition to change stifles 
good ideas and inhibits progress. An appropriate 
and meaningful process for local input is essential, 
but the input process cannot be allowed to halt 
otherwise strong, new developments. Communities 
that succeed in capturing the opportunities in 
those new trends will be flexible, entrepreneurial, 
and open to public/private partnership.

A Public/Private Partnership 
Culture
Public/private partnerships are the most effec-
tive means to intervene in an uncertain or weak 
market. Partnerships share the financial risks 
between public and private entities. In addi-
tion to sharing financial risks, the public sector 
must often expedite approvals and streamline 
coordination among departments to move good 
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projects along. Such partnerships require a clear 
understanding of the market conditions in the 
development area and a realistic assessment of 
the costs of infrastructure and amenities. 

The use of public funds in private develop-
ment is nearly always controversial. Yet, as the 
case studies that follow and hundreds of other ex-
amples show, the communities that invest in those 
strategic projects receive returns in recurring tax 
revenues, jobs, and the revitalization of often-
distressed areas. The improvements within those 
areas are seldom achieved overnight. When fo-
cused and appropriate investments are targeted 
over years, entire communities are changed and 
become desirable places to live, do business, and 
invest in.

The most important positive impact public/
private partnerships can have is catalyzing more 
development. In a healthy market, the develop-
ment’s return supports the associated costs; 
that is not the case in uncertain markets. But for 
public/private partnerships that use creative fi-
nancing to underwrite the “gap” between market-
driven development and higher-risk projects, the 
development would not move forward. 

An Understanding of Public 
Finance Tools
Historically, federal urban renewal funds covered 
much of the public partnership in commercial and 
housing development. As those funds decreased, 
communities developed local tools, such as tax in-
crement financing and tax abatement programs. 
Now, communities have become increasingly 
sophisticated in creating a menu of financing 
tools and layering them to make a development 
happen. Proper public subsidy can be tricky—not 
too much to line the developer’s pocket unduly 
and yet sufficient to make the project feasible. 

How often does one hear, “We would like to 
develop our downtown or revitalize a blighted 
neighborhood, but we just do not have the 
funds”? That viewpoint is an excuse to do nothing. 
As the case studies and financial tools section 
that follow illustrate, private and public funds are 
available and can be combined to create vibrant 
communities. There is some risk, but that risk is 
spread widely with a well-crafted partnership 
with the private sector and, most of all, a commu-
nity vision.

A Commitment to Design 
Excellence
Community welcoming signs frequently say, “We 
are a world-class community” or “a friendly com-
munity” or “a green community.” No community’s 
welcoming sign ever says, “We are a mediocre 
community.” Yet the design choices a commu-
nity makes for buildings, and particularly public 
spaces, are more informative than their signs, 
and they clearly identify “mediocre” communities. 
Great communities have great design. Charleston, 
South Carolina, recaptured its industrial and va-
cant waterfront for the public, building a stunning 
aquarium. Chicago built Millennium Park along 
Lake Michigan, providing diverse public spaces for 
both leisure and active uses.

In the past, communities were designed for 
automobiles: wide streets, often without side-
walks, and plenty of parking. People rebelled. 
Communities that are succeeding today have a 
unique sense of place built on history and nature. 
They are walkable and vibrant, with interesting 
architecture and a mixture of uses.

Organizational and Staff 
Capacity
Great developments happen because of a stra-
tegic vision and strong leadership, but at least 
equally important is a sophisticated and ethi-
cal staff. Putting together the details of multiple 
financing sources requires an organization that 
can respond to the initial proposal and can guide 

Music Hall in 
Cincinnati’s 
Washington Park 
has become a thriv-
ing entertainment 
mecca. 3CDC 
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the development through the approval process. 
Whether a redevelopment authority, a local 
government department, consultants, or a private 
nonprofit entity, the lead organization and its staff 
must have both the responsibility and the author-
ity to bring together money, land, and a sophisti-
cated deal-making capacity. 

Once a lead organization has been estab-
lished, the supporting staff or consultants need 
the technical understanding of the many avail-
able federal, state, and local programs. That 
understanding is the science of the deal. The art 
of the deal is how creative advisers are in layer-
ing the various financial sources to make the plan 
work and to manage the partnership so that both 
the public and private participants succeed. 

The intermingling of public and private funds 
for successful developments requires an abso-
lute ethical framework. Nothing will destroy a 
community’s ability to build productive public/
private partnerships faster than questionable 

deals. Generally, problems occur for two reasons: 
(a) a dubious relationship between the private 
developer and public officials or (b) uncertainty 
about the amount of funding and whether it is 
necessary. In successful partnerships, those two 
concerns will undoubtedly be raised, but the ethi-
cal actions of the partners can and must answer 
any questions. 

Reaching for the Future
All too often, communities paralyze themselves 
because they do not believe that they have the 
resources to initiate change—and therefore they 
do not even try. This publication’s case studies 
illustrate how communities have used and com-
bined various sources of public funds to facilitate 
dramatic change. The Financing Transformational 
Projects section identifies the most common public 
programs and how they might be used. It also ad-
dresses the use of public financing to catalyze pri-
vate investment in public/private partnerships, and 
projects the strengths and weaknesses of those 
partnerships. Finally, a checklist offers leaders, 
both public and private, an opportunity to analyze 
whether they are ready to move forward.

Every community has a choice. A community 
can choose to say it is “doing OK,” or it can de-
cide to enhance its standing by changing. That 
is a choice. This publication attempts to provide 
tools for community leaders to choose to reach 
for the future. 

A new generation of 
employment in the 
former Nabisco bak-
ery  in East Liberty. 
ELDI

A team needs a 
common vision and a 
sophisticated under-
standing of financing.
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Fifteen years ago, with just two daily trains, 
Denver’s Union Station and its 20 acres of little-
used rail yards were a quiet place surrounded by 
exciting revitalization efforts on the 16th Street 
mall and the Lower Downtown district. In 2001, 
a partnership of the city and county of Denver, 
the state of Colorado, and the Denver Regional 
Council of Governments acquired Union Station 
and the property. In 2004, the voters of the eight-
county Denver region approved a referendum 
increasing the sales tax by 0.4 percent to fund a 
140-mile transit system with Union Station as the 
hub. The regional commuter system, known as 
FasTracks, and the revitalization of Union Station 
won a 2015 ULI Global Award for Excellence.

The complexity of the development required 
the creation of a unique management structure 
that brought together many public and private 
entities into an effective partnership. The coor-
dination of the design, financing, development, 
and management was essential. The coordinating 
partnership became known as DUSPA, the Denver 
Union Station Project Authority. The member-
ship included four government jurisdictions (city, 
county, state, and Denver Regional Council of 
Governments) and private members, including rep-
resentatives from the Union Station Neighborhood 
Company, the organization formed as the master 
developer of the commercial, residential, and retail 
developments surrounding Union Station. 

The design of Union Station and the transit hub 
is a remarkable success in integrating a compli-
cated mix of often-unattractive transportation 
uses with open space and commercial, residential, 
and retail uses. The financing of the transportation 
infrastructure was also complex. DUSPA was able, 
first, to identify two sources of loans that would 
initially finance the development of the station res-
toration and, second, to identify revenue streams 
that would support the loans. 

DUSPA identified two U.S. Department of 
Transportation programs that could be used for 
low-interest loans. They had never been used to 
support this type of commuter rail development, 
which added another roadblock. Sources of funds 
included the following: 

■■ Federal Highway Administration, Trans-

portation Infrastructure Finance and 

Innovation Act ($145 million)

■■ Federal Railroad Administration, Railroad 

Rehabilitation and Improvement Financing 

loan ($155 million) 

The government entities along with a Special 

Metropolitan District provided tax increment fi-

nancing and pledged the revenues to pay back the 

loans. In addition, DUSPA received almost $170 

million in grants from 15 different sources, includ-

ing both public and private funds, and $30 million 

from land sales to cover the $500 million costs of 

the restoration of Union Station, the development 

of the transit hub, other infrastructure improve-

ments for the 20 acres, and parks. 

The restoration of Union Station has catalyzed 

the most exciting new mixed-use development in 

the United States. Besides the opening of Union 

Station in 2014, to date there have been 2,100 

units of new housing (apartments, condominiums, 

and affordable units) and 2 million square feet of 

office space added adjacent to Union Station, as 

well as striking new plazas and riverfront parks. 

Denver made a big choice, setting its future.

Denver Union Station was brought back to life by the city 
of Denver and regional transportation agencies acting 
like entrepreneurs. INFINITE_EYE/SHUTTERSTOCK
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The Art of Six Deals

As a country, we are falling in love with communities again. Whether in small 

towns, the suburbs, or big cities, the trends are on the upswing. Residential devel-

opment is up; employment opportunities that connect to medical and university institu-

tions are up substantially. Although the world is more connected technologically, the 

places that shout vitality and celebrate their authenticity are those where people want 

to be. Hundreds of stories are being written around the country of communities that 

are successfully creating great places. 

Sugar Land is redeveloping the former Imperial 
Sugar Company site. JOHNSON DEVELOPMENT COMPANY



Reaching for the Future: Creative Finance for Smaller Communities  9

This publication focuses on six communities. 
Some are built on historic traditions, others are 
built on natural location, and others are newly 
built. Two neighborhoods are recovering from se-
vere blight and disinvestment, two are suburban 
developments that have created a sense of place, 
and two are small cities that were watching their 
downtowns fail. In each case, to succeed required 
a strategic vision, leadership, and creative financ-
ing. The leadership rose in different ways but 
came together in effective public/private partner-
ships. In each case, the conversation started with 
“what do we want to be” rather than “how do we 
pay for it.” In each case, the communities, each 
with a struggling economy, figured out how to 
finance their dreams. 

That is the lesson: imagining a different future. 
Those six communities and the ingredients that 
were key to their success are:

■■ East Liberty, Pittsburgh, Pennsylvania. This 
Pittsburgh neighborhood is a lesson in public/
private entrepreneurial culture. East Liberty’s 
revitalization was initiated by the public, built 
on by committed and savvy local developers, 
and repeatedly endorsed and supported by 
new public officials. A 20-year renaissance is 
still in the making.

■■ City Center, Greenville, South Carolina. A 
multiterm mayor and great staff held to a stra-
tegic vision for downtown, using public dollars 
and public spaces to reframe the city center. 
Commitment to design excellence transformed 
an eyesore road/ravine into a stunning pedes-
trian bridge with public walkways, creating a 
new urban center with first-class amenities.

■■ Allentown, Pennsylvania. Strong private lead-
ership focused on the opportunity. Innovative 
state funding tools allowed state tax receipts 
to remain in downtown and to bankroll new 
construction of offices, a hotel, retail shops, 
and an arena. Strong local developers and 
business leadership were pivotal in embrac-
ing the new vision. Capitalizing on the city’s 
competitive advantages, Allentown is enhanc-
ing the entire Lehigh Valley region.

■■ Orland Park, Illinois. In this Chicago suburb, 
the conversion of a classic suburban down-
town to a modern mixed-use village was 
delayed by the recession. Public leadership, 
working with a citizen review board, stepped 
up its commitment—significantly increasing its 
financial risk—to realize the desired vision. 

■■ Over-the-Rhine, Cincinnati, Ohio. Major 
local corporations knew how to lead change—
and decided to reverse the decline of the 
downtown and a close-in neighborhood. 
Partnering with the city, a new, focused 
organization was created, which was privately 
funded for multiple years. A sophisticated staff 
was hired, and the truly staggering results are 
still underway.

■■ Sugar Land, Texas. Building on a rich history 
and an array of historic buildings, Sugar Land, 
a Houston suburb, used a vision and strong 
design sense to retool an obsolete manufac-
turing and processing plant as a mix of urban 
center uses.
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East Liberty
a Pittsburgh Neighborhood

Because investing posed a high risk for private developers, 

local government played a pivotal role in early revitalization 

efforts. Located near downtown, East Liberty borders both a more 

affluent community and a lower-income community. A key first project, 

a home-improvement center brought residents together and kicked 

off two decades of revitalization. As the neighborhood transformed, 

perceptions of the market changed, and private developers gained 

the confidence to invest more heavily. The proportion of government 

subsidies declined, housing values rose dramatically, and crime fell 

by half.

COMMUNITY DATA

EAST LIBERTY 
NEIGHBORHOOD POPULATION
8,000

PITTSBURGH POPULATION
300,000

CHALLENGE
Declining neighborhood

STRATEGIC ELEMENTS
Home Depot
Whole Foods
Pedestrian bridge
Public attractions
Luxury apartments
Mixed-use office and hotel
Transit center

East Liberty sits between 
the upper- and lower- 
income communities  
in the east end of 
Pittsburgh. CITY OF 

PITTSBURGH



Reaching for the Future: Creative Finance for Smaller Communities  11

Lessons Learned
■■ Initially, the city investment controlled a 

strategic site; then the city recruited a recog-
nized, national tenant. That not only set the 
stage, but also sent a powerful message. The 
private market could gain momentum in the 
shadow of a national brand and continued 
public focus.

■■ Both developing and maintaining a part-
nership and a shared vision with local 
government, neighborhood organizations, 
developers, and financial institutions were 
essential to fulfilling the overall strategy in this 
multiyear success.

■■ Although the vision was clear, with public 
officials changing, communication had to be 
renewed continually and the dream kept alive 
as new actors on all fronts emerged. 

The Setting
East Liberty is a bridge community, bordered 
on one side by several affluent neighborhoods 
and on the other by lower-income communities. 
Both markets were enhanced and came together 
through the vision of change. In the 1940s and 

1950s, East Liberty was a thriving retail hub 
known as Pittsburgh’s “second downtown.” By 
the early 1990s, East Liberty was perceived 
as a less desirable community and was largely 
abandoned. The community still held potential, 
retaining a station on the Martin Luther King Jr. 
East Busway, a bus-only highway providing easy 
access to locations throughout Pittsburgh. 

The Catalyst
In a city that had lost half its population, a 
decision was made to aggressively pursue new 
investment rather than manage decline. As a first 
step, early in the administration of newly elected 
Mayor Tom Murphy and with great controversy, 
the city shifted $6 million a year from the operat-
ing budget to cover debt service for a $60 million 
bond issue. Proceeds would be used both to 
acquire land and help finance catalytic develop-
ments. Over the next year, Pittsburgh acquired 
over 1,000 acres of vacant and blighted property 
across the city. The city empowered its Urban 
Redevelopment Authority (URA), led by Mulu 
Birru, to negotiate developments and manage 
the land and financing. 

A Target store opened 
in 2011, providing a 
wide array of goods and 
services. ELDI
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One of the parcels purchased was a vacant 
Sears building on 19 acres in East Liberty. The 
local neighborhood organization, East Liberty 
Development Inc. (ELDI), had long been working 
on a community plan with three primary goals: 

■■ Restore community vitality and 
homeownership

■■ Improve retail and residential options within 
the community

■■ Capitalize on the location, bringing together 
higher- and lower-income communities, as 
well as offering amenities to adjoining areas 
of the University of Pittsburgh, Carnegie 
Mellon University, and downtown
The first project would set the tone. After 

acquiring the well-located vacant Sears site, long 
an eyesore, the city sought a tenant that would 
be widely recognized and draw shoppers from 

all community segments. The city spurred Home 
Depot to take a risk, invest its own equity, and 
open a market-competitive urban store. Home 
Depot opened in 2000 and became Pittsburgh’s 
highest-volume outlet among its other area Home 
Depots. The company declared its long-term 
commitment to the neighborhood and created 
250 jobs—employing many area residents who 
walked to work. As its part in the development, 
the city used a portion of the special bond invest-
ment fund it had created. Using a mix of those 
bond funds, other city capital funds, tax incre-
ment financing, and state of Pennsylvania funds, 
the city invested approximately 50 percent of the 
construction costs of the Home Depot.

Beyond Home Depot’s immediate success, it 
had a larger effect on the community. Since the 
city was willing to contribute significant funds to 
help offset risk, other investors began to consider 
developing in East Liberty. A respected local 
developer, the Mosites Company, expressed 
interest in bringing in a Whole Foods Market. 
Whole Foods opened in 2002 on the site of an 
abandoned janitorial supply warehouse. The 
project cost more than $32 million, and public 
financing included $10.56 million in New Markets 
Tax Credit equity and a $1 million investment 
from various URA-administered funds, as well 
as state Enterprise Zone benefits. Whole Foods 
attracted a variety of patrons, including students 
from nearby universities and residents of both the 
Shadyside and East Liberty neighborhoods. 

On the basis of sales volume per square foot, 
the Whole Foods corporate office designated the 
store as its “Rookie of the Year.” The store created 
an additional 200 jobs. Following Whole Foods, 
Trader Joe’s grocery opened in 2006. By leas-
ing an existing space in East Liberty at market 
rent, Trader Joe’s brought more food options to 
the community. With the commitment of three 
nationally recognized anchor tenants, the URA 
continued to fund projects that would fuel the 
community’s revitalization. 

Progressive Steps
The Mosites Company embarked on an adjoining 
86,000-square-foot development that attracted 
Walgreens, FedEx Kinko’s, Pennsylvania Wine 

A national tenant built 
a high-quality urban 
store, jump-starting 
revitalization. URA OF 

PITTSBURGH

“One of the advantages of the 
overall Choice Neighborhood 
is that it encompasses and 
builds on the momentum of the 
western edge of East Liberty—
and brings that momentum 
and powerful positive impact 
into the adjacent Larimer 
neighborhood.”

— Mindy Turbov, director,  
Choice Neighborhoods,  
U.S. Department of Housing  
and Urban Development
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and Spirits, Starbucks, and PetSmart. The URA 
also funded a pedestrian bridge, which served as 
a functional public art structure, further connect-
ing Shadyside and East Liberty.

In 2007, Walnut Capital, a local residential 
and commercial development company, pur-
chased an abandoned Nabisco property for $5.4 
million and created a mixed-use development. 
Using a $1 million grant from the Pennsylvania 
Department of Environmental Protection, the 
contaminated building was remediated. The 
URA raised $10.5 million in tax increment fund-
ing, and in 2010 the former brownfield site was 
transformed into a $150 million mixed-use center 
called Bakery Square. The commercial space was 
leased to prominent local and national tenants, 
including Google. Bakery Square contains a total 
of 380,000 square feet of space, including a 120-
room hotel, more than 1,000 parking spaces, and 
a new bus stop.

Bakery Square has received national recogni-
tion for its catalytic effect. Nearly 750 jobs were 
created, exceeding preconstruction estimates 
by more than 200 jobs. Undoubtedly influenced 
by Google’s presence, the site housed one of the 
city’s first locations for its new bike-share pro-
gram, launched in 2014. 

While Bakery Square was ramping up, com-
munity members sought a missing element: a 
general merchandise store. A 2011 development 
by Mosites met this need with a full-service Target 
that included a fresh grocery area. To ensure 
better public and private pedestrian access to 
the new developments, the city converted the out-
dated four-lane, one-way Penn Circle ring road 
to handle two-way traffic, with on-street parking. 
The road changes, which increased walkability, 
were warmly welcomed by management at the 
various commercial projects as well as by neigh-
borhood residents.

In 2011, Walnut Capital continued its East 
Liberty investment by renovating a historic 
building into a luxury apartment complex, which 
quickly leased. From that project, Walnut gained 
a stronger sense of market conditions and the 
confidence to redevelop four smaller, vacant 
buildings into a $12 million, 85-unit luxury apart-
ment complex with 16,000 square feet of retail 
space. As evidence of the strengthening market 
conditions, the URA was minimally involved in 
financing that development. 

In 2013, Walnut Capital made an additional 
investment in East Liberty by purchasing from 
the city of Pittsburgh a 12-acre brownfield site 
that adjoins Bakery Square. In 2015, that second 
mixed-use development, known as Bakery Square 
2.0, opened a 208,000-square-foot renovated 
office structure. A second office building of similar 
size recently broke ground, marking the first new 
construction in the area. Occupancy of the resi-
dential component of Bakery Square 2.0 began 
in June 2015 when the first residents moved into a 
175-unit luxury rental building. Fifty-two for-sale 
townhouses are under construction, and another 
similarly sized apartment building was to open in 
June 2016. Bakery Square 2.0 is expected to cre-
ate 1,200 new jobs as well as provide additional 
tax revenue. Estimates foresee the site generating 
income and sales tax revenues of $4 million, and 
total projected annual tax revenues of $7 million. 

Bakery Square: before 
redevelopment, 100 
years of Nabisco cookie 
smell gone. CITY OF 

PITTSBURGH

Bakery Square: after 
redevelopment. 
WALNUT CAPITAL
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Simultaneously, Mosites began construction 
of a mixed-use transit-oriented development, 
East Liberty Transit Center. The six-acre project 
includes a reconstructed transit station, 3,000 
square feet of commercial space, 365 mixed-
income housing units with a large clubhouse, and 
approximately 570 parking spaces. Hoping to 
create a 24-hour neighborhood located right 
above the Pittsburgh busway, Mosites incorpo-
rated several outdoor spaces into the site’s design, 
including a public plaza that links the development 
with the East Liberty Transit Center. 

Recognizing the concerns regarding gentrifi-
cation and the retention of a truly diverse com-
munity, the city worked hard to retain affordable 
housing. Three high-rise buildings, originally built 
by the U.S. Department of Housing and Urban 
Development (HUD) for low-income residents, 
were run-down and largely vacant by 2002. After 
lengthy negotiations, the URA convinced HUD 
to sell the blighted apartments back to the city 

for redevelopment. The city carefully selected 
reputable developers committed to providing a 
well-managed and safe mixed-income community. 
Between 2002 and 2014, Community Builders 
Inc. and McCormack Baron Salazar developed 
$102 million worth of mixed-income housing, 
which provided 571 units throughout East Liberty. 

Leadership
The East Liberty story epitomizes both public and 
private leadership. East Liberty Development Inc. 
created a neighborhood vision and advocated for 
investment. Mayor Murphy led the way in 1994, 
creating the city-backed bond fund and drawing 
in Home Depot. Local private developers like the 
Mosites Company and Walnut Capital joined with 
the city, took risks, and stuck with the development 
process through subsequent mayors, numerous 
changes to city council leadership, and neighbor-
hood concerns. Developers were able to attract 
an array of national tenants, partially because the 
favorable financing allowed for early below-market 
rents in an attractive if unproven market. 

Mosites and Walnut Capital were encour-
aged to do second and third projects after 
completing initial developments. The city worked 
to assist in financing projects, expediting the ap-
provals process, and working with local neigh-
borhood interests to accommodate a variety 
of legitimate needs for affordable housing and 
improved infrastructure and amenities.

A Whole Foods Market 
opened in 2002,  
attracting a wide  
customer base. ELDI

New mixed-income 
townhouses in East 
Liberty. ELDI
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Financing Mechanisms
Early East Liberty developments were heavily 
subsidized. By 2011, private developers were 
investing their own equity and using a variety 
of incentives, such as EB-5 Immigrant Investor 
Program funding, as well as loans from commer-
cial banks. The market has improved sufficiently 
so that most public investments now cover ex-
traordinary site costs, such as brownfield reme-
diation and aging infrastructure rehabilitation. 
More than 20 funding sources—representing a 
total investment of $900 million—have been used 
to re-create East Liberty as a thriving community. 
Over the 20-year success in the making, the fol-
lowing sources have been used:

■■ New Markets Tax Credits
■■ U.S. Environmental Protection Agency  

brownfield funds
■■ HUD Section 108 financing
■■ Historic tax credits
■■ Transportation Investment Generating 

Economic Recovery (TIGER) grants
■■ Redevelopment bond issue grants and loans
■■ Land sales
■■ Tax increment financing
■■ Facade grants
■■ Bank loans

Return on Investment 
Over the course of the past 20 years, over $900 
million in new investment has come to East 
Liberty, adding over 2,400 new jobs. Almost 
1,500 new housing units—at a variety of price 
points and in a variety of sizes and market config-
urations, from homeownership to affordable and 
luxury apartments—have been built or renovated. 
Two new hotels have opened. Over 400,000 
square feet of office space has been developed. 
Both nationally recognized retailers as well as 
locally based restaurants and shops have found 
a home in East Liberty, restoring vitality to the 
community and making it a good place to both 
live and do business. The area now generates 
substantially more in city tax revenues, in addition 
to the new jobs.

New housing has sprouted up in East 
Liberty. Above: Housing development 
followed the creation of a sense of place 
with added retail. WALNUT CAPITAL  

Right: When Google and other office  
development took place, new market-
rate housing followed.   ELDI
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RiverPlace, a remarkable mixed-use development 
with hidden parking. CITY OF GREENVILLE

COMMUNITY DATA

GREENVILLE POPULATION
100,000

GREENVILLE METRO AREA 
POPULATION
500,000

CHALLENGE
Declining downtown

STRATEGIC ELEMENTS
New road and pedestrian network
Linear parks 
Public attractions
Market-rate residential 
New hotel
New offices

City Center
Greenville, South Carolina

Greenville took an opportunity to dramatically enhance 

its downtown area by opening up and preserving its water-

falls, creating pedestrian-focused places in the heart of the cen-

tral business district. Residents and workers now use spaces that 

were once viewed as eyesores and unsafe.

Lessons Learned
■■ It takes time and persistence in the face of skeptics to make significant 

changes. Consistent leadership and focused attention are needed. 
■■ Keeping an eye on the mix of uses requires good planning, not only at the be-

ginning of the renewal, but also as the downtown evolves over the decades. 
■■ Public investments should be catalytic and define the quality and excellence 

that are expected in private developments.
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■■ Details matter. Downtown revitalization is 
more than big projects. All the “small projects” 
(landscaping, seating, lighting, and art) need 
to complement the overall vision.

■■ Developers must build for more than an 
eight-hour day. Jobs and business are keys to 
economic stability, but so are residents and 
visitors. A downtown must be a place with a 
constant critical mass of people. Art, cultural, 
and sports venues are an important part of 
that mix.

■■ More than capital must be contributed to 
the private development process. The public 
should be a reliable partner and should 
understand the components of managing a 
successful development project. The zoning 
and permitting process and design criteria 
are parts of the process that city officials can 
facilitate with little additional cost. 

The Setting
Like many communities founded on a manufac-
turing economy, Greenville suffered from the 
manufacturing decline and experienced a severe 
decay of its downtown throughout the 1960s 
and 1970s. Residential and retail developments 
followed businesses out of the city in favor of sub-
urban amenities. The downtown was left vacant 
and disadvantaged by a weak tax base. The city’s 
leadership recognized that significant efforts 
must mitigate those changes and prevent further 
decline. Through city efforts with state officials 
and private business, a new vision for downtown 
emerged that would reestablish the city as an 
attractive place to be and that would create a vi-
able business center. The community of Greenville 

is witnessing a revival of its central business 
district, at least 30 years in the making. 

The Catalyst
A key part of the vision was the redesign of Main 
Street from a four-lane “throughway.” Pedestrian-
level interventions, attractive landscaping, and 
enhanced parks and plazas resulted in new 
narrow roadways. The downtown began to feel 
accessible and attractive in its own right, not as a 
throughway to elsewhere. The main streetscape 
plan was completed in 1979 and set the stage for 
public investment in strategic projects that have 
led to private sector year-on-year gains in the 
central business district. New offices, hotels, and 
residential developments continue to validate the 
strategy.

RiverPlace is just one of the wonderful ex-
amples of a successful public/private partnership 
in Greenville. As Economic Development Director 
Nancy Whitworth explains, RiverPlace is a “collec-
tion of buildings along the Reedy River with office 
buildings, residential condos, restaurants, artist 
studios, and an interactive water feature. This 
complicated public/private partnership required 
layers of ownership over different elevations.” 
The developers had assembled ten acres over a 
ten-year time frame. RiverPlace is a $94.5 million 
investment with $27.5 million coming from the 
public through the use of tax increment financing, 
the local hospitality tax, and parking revenue.

Leadership
Since 1995, Mayor Knox White has served as 
a strong, guiding hand along with Whitworth. 

Before redevelopment: 
a surface parking lot 
enjoyed the river view.  
CITY OF GREENVILLE
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Anchor projects that created and highlighted the 
natural, unique features of Greenville’s downtown, 
developed through public/private partnerships, 
signaled to citizens and businesspeople alike 
that Greenville’s public leaders were committed 
partners in the revitalization of downtown. Working 
with key stakeholders, the city steadily invested 
in key projects—Greenville Commons, the Peace 
Center for Performing Arts, West End Market, the 
Westin Poinsett Hotel, West End Baseball Stadium, 
and the pinnacle RiverPlace—that emphasized 
downtown Greenville’s most spectacular feature, 
Falls Park. 

As downtown began to rebound, a remnant 
of the original Main Street state highway was 
still blocking a 60-foot waterfall along the Reedy 
River, ignoring its natural beauty. In 2001, the 
mayor decided to remove the road bridge and 
“free the falls.” Despite strong opposition, the 
bridge came down and was replaced with a spec-
tacular 355-foot pedestrian suspension bridge. 
The road removal created the opportunity for 20 
acres of linear parks and gardens. Today, families 
picnic, workers gather for their lunch break, and 
people stroll or run along miles of pathways. 
What had been a forgotten place has become 
Greenville’s “Central Park.“

Building on the success of the Main Street ini-
tiative, city leaders set out to establish a “business 
motive” for private enterprises and developers to 

consider downtown as an attractive investment 
option. City planning and investment used public/
private partnerships to develop anchor projects 
that were indicative of the walkable community 
vision laid forth in the earlier plans.

With the demolition of the vehicular bridge 
over Reedy River Falls and the construction of the 
award-winning pedestrian bridge creating Falls 
Park, the investments in downtown Greenville 
accelerated. Developments such as RiverPlace, 
Project One, and EP360 include residential, 
commercial, and retail space; additional parking; 
and a striking river walk and public streetscape 
improvements. Approximately 75 percent of the 
investment in downtown Greenville has happened 
since the construction of Falls Park. 

As trends for the office and residential mar-
kets move toward record levels of construction, 
rental rates, and economic return, the city is an 
outlier of downtown redevelopment considering 
its size. Thanks in no small part to the strategic 
planning of community officials and leaders more 
than 30 years ago, about 22.4 percent of the 
workers currently live downtown or within one 
mile of their jobs.

Financing Mechanisms
Since 1982, downtown Greenville has had almost 
$450 million in new investment, of which $123.8 
million came from public sources and $325 million 
came from private sources. The public sources of 
financing included the following:

■■ Federal grants 
■■ City general funds
■■ Tax increment financing
■■ City bond funds
■■ Hospitality tax funds
■■ Local parking tax funds
■■ Sewer and stormwater revenue bonds
■■ New Markets Tax Credits
■■ Land sales proceeds
■■ State and federal highway transportation funds

Managerial Highlights
From two of the key leaders in Greenville’s renais-
sance, Whitworth and Downtown Development 
Manager Mary Douglas Neal Hirsch, come some 
managerial highlights over years of involvement 
in that transformation: 

Before: Reedy River 
in downtown with 
a four-lane bridge 
covering the falls. 
What were traffic 
engineers thinking?  
CITY OF GREENVILLE 
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■■ Create a clean and safe environment. 
Nothing works if an area is not clean and safe. 
A consistent commitment of resources for 
maintenance is required.

■■ Provide signage, events, and food. Make it 
easy for people to find their way and give 
them many reasons to visit downtown. Attract 
great restaurants that have a variety of price 
points and offer different experiences, some 
with outdoor dining.

■■ Establish anchors. Anchors set the tone. 
Sports, culture, the arts, and great public 
spaces create vibrancy and need to be strate-
gically located.

■■ Create a critical mass. Bringing people to live, 
work, and play is basic. Adding tourists cre-
ates an ever-changing mix. 

■■ Become an entrepreneur. Both public and 
private partners need to be entrepreneurial—
to recognize the inherent risks of development 
and be willing to assume risks and share them.

■■ Bring value to the private development. In 
addition to monetary support, the public can 
add value by expediting the approval process. 
City staff needs to be part of the strategic 
success team.

■■ Commit in writing. Make the partnership 
clear; stipulate the duties and obligations of 
each party.

■■ Include residential uses in downtown develop-
ments. Nationally, market trends are sup-
porting walkable urban living. Success brings 
other challenges requiring a balance of resi-
dential developments with more traditional 
office and entertainment uses while maintain-
ing affordability. 

■■ Sustain public commitment and investment. 
Greenville’s success is an example of vision-
ary, effective, and persistent public policy. The 
long tenure of the mayor and key economic 
development staff members is evidence not 
only of success, but also of strong community 
communication over many years.
A visit to Greenville reveals the quality of 

the public spaces, the bridge, the streetscapes, 
the riverfront, and Falls Park to be consistently 
remarkable. The public and civic leadership that 
was required over 30 years is rare. In many ways, 

it is a model for other communities to learn how 
developments can happen strategically rather 
than as a series of disconnected transactions. 
Not by accident, each of the developments is of 
a consistent high quality. Clearly, a very effective 
public/private partnership philosophy has permit-
ted Greenville to thrive as one of the best small 
cities in the United States. 

Return on Investment
Over the period, property tax revenue has 
dramatically increased in downtown; it is now at 
$120 million and continues to grow. Hospitality 
and other economic development tax revenues 
have also grown steadily. 

Although less easily measured, the attraction 
of downtown Greenville has been instrumental in 
both the city’s and the region’s economic devel-
opment efforts. Downtown is truly a selling point 
when companies are considering Greenville. It is 
also crucial for recruiting talent: the vibrancy and 
variety of cultural amenities, entertainment, din-
ing, and shopping in a great setting have made a 
difference. The national exposure—for example, 
CBS This Morning picked Greenville as one of 
the hottest vacation destinations—has drawn 
significant attention, and downtown is certainly 
the drawing card. 

After: a spectacular 
new park in downtown 
Greenville. CITY OF 

GREENVILLE
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COMMUNITY DATA

ALLENTOWN POPULATION
120,000

LEHIGH VALLEY METRO AREA 
POPULATION 
650,000

CHALLENGE
Declining downtown

STRATEGIC ELEMENTS
Sports and entertainment arena
New hotel
Corporate headquarters
Medical office space
Coworking space
Apartments

Allentown, Pennsylvania 
Downtown

Allentown went from a multimillion-dollar city 

budget deficit to a multimillion-dollar surplus. It saw 4,000 

new jobs come into the urban core and a billion dollars of new 

development. It is now the fastest-growing city in Pennsylvania.

Downtown Allentown in winter, with the 
new PPL Center, new office buildings, and 
a new hotel. CITY CENTER INVESTMENT CORP. (CCIC)
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Lessons Learned
■■ Recruiting bipartisan, committed advocates 

is essential to advancing state legislation that 
supports partnership investments greater 
than the capacity of local government.

■■ Designing incentives that increase as new 
buildings fill with employees and successful 
corporations will increase the vitality of the 
project area. 

■■ Partnering with a strong local business com-
munity and committed developers can create 
the multiuse/mixed-use developments that 
draw beyond the project.

The Setting
Allentown is the most prominent city of the Lehigh 
Valley, which also includes Bethlehem and Easton. 
Although Pennsylvania’s largest cities, Pittsburgh 
and Philadelphia, slowly revitalized over the past 
few decades, Allentown continued to decline. It 
took years for leaders to design and implement 
strategies to advance the Lehigh Valley as a 
whole.1 The key was an innovative state funding 
program, a Neighborhood Improvement Zone 
(NIZ), and the vision of private developers who 
had faith in their hometown’s economic vitality. 

1  John Tierney, “Breathing Life into Allentown: Pennsylvania 
Comes to the Rescue,” Atlantic, September 15, 2014, www.
theatlantic.com/business/archive/2014/09/breathing-life-
into-allentown-pennsylvania-comes-to-the-rescue/379742/.

Through the combined efforts of state legislators, 
the local business community, and local develop-
ers, plus focused attention, downtown Allentown 
is now a thriving mixed-use destination. 

The Catalyst
The Pennsylvania legislature created NIZs in 
2009. Through bipartisan and business support, 
the NIZ legislation was designed to use state 
resources to focus development and investment 
in Allentown. The NIZ designated a total of 128 
acres—a significant part of downtown and a 
portion of the Allentown waterfront—as special 
taxing districts. By using tax increment financing, 
the NIZ allows revenues generated from local and 
state taxes (with the exception of school district 
and real estate taxes) to repay debt on bonds 
and loans that were originally used for capital im-
provements within the qualifying areas. A special 
entity, the Allentown Neighborhood Improvement 
Zone Development Authority (ANIZDA), was cre-
ated as the conduit for the financing. 

Tax revenues that typically would be directed 
to the state are instead redirected to Allentown 
for development. Figure 1 contains a list of those 
tax revenue sources. 

Progressive Steps
New construction in the NIZ began with a publicly 
funded 10,000-seat arena, the PPL Center. The 
state-of-the-art sports and events arena is home 

Figure 1. Taxes That Qualify under the NIZ

State taxes 
(Pennsylvania)

■■ Employer withholding tax
■■ Sales, use, and hotel occupancy tax
■■ Corporate net income tax
■■ Capital stock/foreign franchise tax
■■ Malt beverage tax
■■ Liquor tax
■■ Taxes imposed on S corporation income
■■ Bank shares tax
■■ Cigarette use/excise tax
■■ Corporate loans tax
■■ Public utility realty tax

■■ Realty transfer tax
■■ Title insurance
■■ Company shares tax
■■ Gross premiums tax
■■ Gross receipts tax

■● Electric company
■● Telecommunications company
■● Transportation company
■● Private bankers
■● Managed care organization

■■ Net income tax—mutual thrift institutions

Local taxes 
(Allentown)

■■ Local employer wage/earned income tax
■■ Local service tax
■■ Business privilege tax
■■ Licensing fee

Source: Allentown Neighborhood Improvement Zone Development Authority.
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to the professional minor-league hockey team, 
the Lehigh Phantoms (affiliated with the NHL’s 
Philadelphia Flyers). In addition to hockey games, 
the arena hosts a broad range of music and enter-
tainment events throughout the year. 

Next came a visionary private real estate 
development company, City Center Investment 

Corporation (CCIC), which relied on the NIZ as 
a financing tool in major projects to revitalize 
Allentown’s downtown. Its NIZ-supported projects 
included the following:

■■ One City Center, a 187,000-square-foot 
Class A office/retail tower. Major tenants 
include 

■● Lehigh Valley Health Network
■● A 170-room, full-service Marriott 

Renaissance hotel
■■ Two City Center, a 290,000-square-foot 

Class A office/retail tower. Major tenants 
include 

■● National Penn Bank headquarters
■● Air Products
■● Dunne Manning Inc.
■● Starbucks

■■ Three City Center, a 166,000-square-foot 
Class A office/retail tower. Major tenants 
include

■● CrossAmerica Partners (previously Lehigh 
Gas)

■● Norris, McLaughlin & Marcus 
■● Morgan Stanley
■● Alpha Graphics

A map of downtown 
Allentown shows the 
location of the new 
PPL Center and the 
new office buildings. 
CITY CENTER INVESTMENT 

CORP. (CCIC)

Figure 2. ANIZDA Funds Flow Chart

Source: ANIZDA.
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■■ STRATA Flats at Four City Center, 170 
market-rate apartments

■■ Velocity, City Center’s coworking space lo-
cated at 532 Hamilton Street, providing office 
space at below-market rates and networking 
opportunities to emerging and innovative 
businesses

■■ The Shops at City Center, 12 new shops and 
nine new restaurants

■■ Historic loft offices, first-floor retail space with 
creative loft-style office space above it
The initial success of One City Center was 

quickly followed by the construction of two ad-
ditional office buildings along the main street with 
first-floor retail. Each of the buildings leased up 
quickly because of favorable rents, which were 
due to the NIZ subsidy. 

The Shops at City Center and STRATA Flats 
are also fully leased, with plans for more resi-
dential development, attracting millennials and 
baby boomers alike. CCIC has also announced 
plans for its Five City Center Urban Innovation 
Campus, an entire block in Allentown that will 
include office, residential, retail, and green 

space—all designed to attract forward-thinking 
companies and their new generation of workers. 

Leadership 
The city’s success can be attributed mainly to 
outstanding public/private collaboration. That 
partnership’s strength was fueled by the lead-
ers’ commitment to one common mission: to 
drastically improve Allentown. “We went from a 

New life downtown 
on ArtsWalk. CITY 

CENTER INVESTMENT CORP. 

(CCIC)

“We went from a multimillion-
dollar deficit to a multimillion-
dollar surplus. We’re seeing 
4,000 new jobs come into the 
urban core and a billion dollars 
of new development.”

—Mayor Ed Pawlowski
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multi million-dollar deficit to a multimillion-dollar 
surplus. We’re seeing 4,000 new jobs come 
into the urban core and a billion dollars of new 
development,” Mayor Ed Pawlowski explained. 
“We’re now the fastest-growing city in the 
Commonwealth of Pennsylvania, and we haven’t 
raised property taxes in nine years.”

The founder and president of CCIC, J.B. 
Reilly, is an Allentown native and witnessed his 
hometown’s decline firsthand. Reilly was inspired 
to invest further in the city and strategize ambi-
tious plans for its rebirth. CCIC assembled a 
first-rate team of development, construction, and 
marketing professionals who worked closely with 

committed stakeholders to quickly move forward 
on initial projects, despite the many skeptics.

The Lehigh Valley region is unique because its 
leadership comprises members of varying politi-
cal parties. The mayor, state senator, and private 
developers all eagerly pushed aside political par-
tisanship barriers to revitalize Allentown. Those 
pragmatic public and private sector leaders 
worked together to prioritize economic develop-
ment by investing in infrastructure, improving the 
region’s quality of life, and helping train a versa-
tile workforce. 

Financing Mechanisms
In return for developing or renting in the NIZ dis-
trict, several benefits accrue to participants:

■■ A 20 to 30 percent reduction in base market 
rental rates2

■■ Increased property values
■■ Public improvements to cleanliness and safety
■■ Increased sales traffic as revitalization occurs
■■ The ability to apply to the ANIZDA for future 

funding for additional projects
State Senator Patrick Browne explained 

that the NIZ legislation is not only repaying 
Allentown’s debt on loans and bonds, but also 
breaking even and will soon be accretive for the 
state. NIZ tax returns are steadily increasing, 
allowing the state to be repaid. Under the NIZ 
structure, base NIZ tax revenues remain within 
the NIZ during buildout. Surplus tax revenues on 
each project then revert to the state. The state 
collected an additional $2 million in 2012, and 

2  City of Allentown, “Neighborhood Improvement 
Zone (NIZ)” web page, www.allentownpa.gov/
Neighborhood-Improvement-Zone.

Figure 3. NIZ Tax Revenue Generated and Uses, 2011–2014

Year
State tax revenue  
redirected to ANIZDA Use

2011 $7.1 million Half year, activity limited to land acquisition

2012 $30.9 million First full year, construction gets underway

2013 $48.2 million Construction ramps up, multiple projects underway

2014 $58.2 million Arena and office buildings open

Source: Scott Kraus and Matt Assad, “Allentown Arena Zone Collects $48.2 Million in State Taxes: A City Construction Boom 
Brings a 56 Percent Increase over Last Year’s Total,” Morning Call, March 3, 2014, http://articles.mcall.com/2014-03-03/news/
mc-allentown-arena-state-taxes-20140303_1_allentown-arena-zone-neighborhood-improvement-zone-anizda. 

Two City Center brings 
the National Penn 
Bank headquarters 
into downtown. CITY 

CENTER INVESTMENT CORP. 

(CCIC) 
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roughly $16 million in 2013 as new projects came 
on line, and about $18 million in 2014.

Figure 3 displays the total tax revenues gener-
ated and redistributed within the NIZ between 
2011 and 2014.

Return on Investment
The downtown reached its goal of creating ap-
proximately 1,500 new jobs. As new businesses 
move into downtown, they bring more jobs with 
them. One of the attractive aspects of the down-
town revitalization is that jobs range from entry 
level in the new Marriott hotel and retail outlets 
to professional and managerial jobs at Lehigh 
Valley Health Network, CrossAmerica Partners, 
and National Penn Bank. 

Businesses from outside the region are now 
approaching Allentown officials and developers 
with interest in relocating to downtown. The im-
proved ambience and infrastructure, and low cost 
of living, along with an array of new construction 
options, are drawing executives from New York 
and other higher-priced markets.

New construction 
downtown spurred the 
restoration of historic 
buildings, attracting 
retail development. 
CITY CENTER INVESTMENT 

CORP. (CCIC)

Although the crime rate in Allentown had 
already been declining since 2007, local residents 
are conveying a shift in perception. They credit an 
increase in pedestrian traffic, crowded restau-
rants, and stronger police presence in downtown 
for providing a renewed sense of safety. As a 
result, the city has been able to launch numerous 
cultural attractions, ranging from city art walks to 
concerts and sporting events. In 2014, Allentown 
was included in Fortune magazine’s list of “Five 
Cities with Up-and-Coming Downtowns.” 

A view of downtown 
Allentown showing 
the new arena, office 
buildings, and hotel. 
CITY CENTER INVESTMENT 

CORP. (CCIC)
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COMMUNITY DATA

ORLAND PARK POPULATION
60,000 located in suburban  
western Chicago metro area 

CHALLENGE
New downtown plans derailed by 
economic recession

STRATEGIC ELEMENTS
Mixed-use destination with luxury 
apartments
Medical office space
Lifestyle retail center

Orland Park, Illinois
a Chicago Suburb

After the village of Orland Park invested $35 million in 

public infrastructure and land assembly, the real estate market 

collapsed and quashed anticipated development that would bring 

taxes to reimburse the village investment. When a new partner 

proposed a mixed-use project but could not obtain sufficient con-

ventional financing, the village took the very risky step of providing 

a loan that completed the financial package.

Lessons Learned
■■ The vetting of controversial projects will 

benefit from a citizen advisory board that 
thoroughly analyzes the project financing and 
works to answer any resident questions before 
the financial partnership recommendation is 
forwarded to elected officials.

■■ A concept plan is a “big picture” guide that 
must respond to market changes rather than 
precisely dictate development.

■■ A strong development agreement using 

well-researched market information suggests 
fair returns for both the private and public 
investment.
Achieving a future-serving vision often means 

overcoming significant obstacles created by 
forces that were not anticipated when plans 
were initiated. Both vocal opposition and difficult 
market conditions created numerous opportuni-
ties to derail Orland Park’s village center project, 
an apartment complex with a commercial ground 
floor. Stable leadership and the methodical use of 
respected market advisers sustained the project. 

New apartments offer more housing choices adjacent to the new transit station. VILLAGE OF ORLAND PARK
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Since 2010, four projects with more than $200 
million invested have created a mixed-use, transit-
oriented development. Orland Park has steadily 
implemented the live/work/play downtown envi-
sioned in its planning history. 

The Setting
Orland Park lies approximately 25 miles south-
west of Chicago. Although many suburbs were 
created as bedroom communities and lack a 
sense of place and community spirit, Orland Park 
has successful shopping centers, a renowned 
school system, parks, golf courses, and a com-
muter train station with service to Chicago’s Loop. 
A modest crossroads historic area is located 
near a new train station. However, that area did 
not meet the community’s vision of a vibrant and 
defining downtown experience like that of several 
nearby communities. 

In its comprehensive plan, approved in April 
1991, Orland Park outlined its intent to create 
a “mixed-use site which includes government 
and recreation facilities, as well as office and 
commercial uses on a traditional village scale 
which reflects a small, compact development 
pattern.” Although commercial developer inter-
est in Orland Park was strong, it focused on the 
automobile-oriented opportunities associated 
with the community’s regional mall rather than on 
the desired pedestrian-oriented village center. 

Residential development increased Orland 
Park’s population from slightly less than 40,000 

in 1990 to 57,000 in 2010. The village recognized 
transit access as an important asset needing to 
be integrated into any new development. In 2000, 
a transit-oriented development (TOD) plan-
ning grant was awarded by the Illinois Regional 
Transportation Authority. As part of that planning 
effort, residential uses were added to the initial 
plan, which had constituted a purely commercial 
vision for the village center. The new TOD plan, 
completed in 2004, identified the need for new in-
frastructure—providing roads and municipal water 
and sewer service—as well as assembling correctly 
sized development parcels. Implementation of 
that plan continues today. Figure 4 diagrams the 
village center development context.

The center of the 
village of Orland 
Park: new living op-
portunities. VILLAGE 

OF ORLAND PARK

Figure 4. Village Center 
Development Context
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Expected Catalyst
Concurrent with the TOD planning effort, Orland 
Park established a tax increment financing district 
to fund the infrastructure that would ready the vil-
lage center development. The village also issued 
a request for proposals in 2004 seeking a master 
developer to serve as an implementation partner. 
That partnership resulted in the plan illustrated in 
figure 5. 

As part of the implementation efforts, the 
village obtained state funding to modernize its 
train station. The new station opened in 2007. 
Village center zoning was created to authorize 
the desired development. Backed by tax incre-

ment projections, the village focused on acquiring 
property from willing sellers to assemble the vil-
lage center parcels. Negotiations and marketing 
began, and a commercial developer simultane-
ously began constructing Orland Crossing on a 
nearby parcel. The lifestyle retail center compo-
nent of that development, Development Area 1, 
was completed and largely occupied by 2007. 
The office and residential components composed 
a second phase to be developed, as demand was 
enhanced by the lifestyle retail center amenity.

In 2008, the real estate market crash ended 
private partner interest in both the village center 
triangle and the unfinished Orland Crossing. 
The village had invested more than $35 million 
in infrastructure and was condemning parcels 
needed for the transportation infrastructure. That 
predevelopment investment was expected to be 
recovered from the tax increment flowing from 
development. Without development, the village 
would be obligated to use other tax revenue to 
cover those costs.

Actual Catalyst
Recognizing that the altered real estate market 
was not reflected in the existing planning and 
marketing studies, the village commissioned new 
studies that revealed the need for a phased ap-
proach rather than implementation by a single 
master developer. That decision led to planning 
three separate parcels rather than a master plan 
for the whole site. Subsequently, a request for 
proposal for Development Area 2 was issued. 

The selected response by Flaherty and 
Collins proposed luxury rental apartments, a 
parking garage shared by residents and commut-
ers, and ground-floor retail and amenities. The 
respondent also recommended a smaller parcel. 
The approved development, Ninety7Fifty on the 
Park, began construction. The project consists 
of 295 residential units, 4,000 square feet of 
first-floor commercial space, 8,666 square feet of 
residential amenity space, and 365 on-site park-
ing garage stalls situated on 3.4 acres of land. 
Occupancy began in spring 2013 and reached 
93 percent in September 2014.

Since this catalyst project, the University 
of Chicago began constructing a four-

Figure 5. Orland Park Village Center 
Plan, 2004–2008

Since the success of 
Ninety7Fifty on the Park,  
construction has begun  
nearby on the park, the 
University of Chicago health 
center, and a CVS store.
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story, 108,000-square-foot health center in 
Development Area 3. That development and 
an adjacent 530-space parking deck, which 
will serve commuters and the building, are on 
approximately two acres leased from the village. 
Orland Park officials estimate that the agree-
ment with the University of Chicago will generate 
nearly $30 million in revenue for Orland Park 
over 25 years. Much of that will come from the 
land lease payments as well as sales tax revenue 
generated by both a CVS pharmacy on the 
ground level of the health center and a pro-
posed restaurant north of the parking garage. 
Landownership will revert to the university after 
the lease agreement expires.  

In October 2014, Chicago-based REVA 
Development Partners and Wanxiang America 
Real Estate Group broke ground on a 231-unit 
luxury rental community, the Residences of 
Orland Park Crossing. The first residents were ex-
pected to move in during summer 2016. This com-
munity is adjacent to the Orland Park Crossing 
lifestyle retail center and across the street from 
Orland Park’s Main Street triangle development. 
It is a quick walk to the commuter train station as 
well as to shopping and dining venues at Orland 
Park Crossing. A new Mariano’s Fresh Market 
opened in February 2016.

Leadership
The many changes and difficult market condi-
tions created numerous opportunities to derail 

Orland Park’s village center project. Leadership 
from Orland Park Mayor Dan McLaughlin, who 
had envisioned a downtown throughout his 
20-year tenure, was critical to advancing the 
process. Economic development in Orland Park 
relies not only on its elected officials and staff 
but also on the advice of an appointed Economic 
Development Advisory Board (EDAB), compris-
ing member bankers, real estate professionals, 
and local business leaders. The EDAB keeps the 

Since 2010, four projects with 
more than $200 million invested 
have created a mixed-use,  
transit-oriented development. 

A train stop in the 
new downtown. 
VILLAGE OF ORLAND PARK

focus on investment issues. It examines requests 

for village incentives and loans and then makes 

recommendations to the village board of trustees. 

It also reviews applications and development 

agreements before advising the village board on 

undertaking public/private financial partnerships. 

Its enabling legislation establishes a special focus 

on the village center and documents the criteria 

for public financial incentives. The EDAB thor-

oughly vets proposed financial partnerships and 

works to answer any questions before the pack-

age is forwarded to the village board of trustees. 
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Financing Mechanisms
Orland Park took the unusual step of financing 
the Ninety7Fifty on the Park project to bring it to 
market quickly. The goal was to add tax increment 
financing funds by capturing additional years of 
incremental property tax revenue. That additional 
revenue is needed to pay for the village center in-
frastructure. The village shared the development 
risk by designating the village incentive as a loan 
to be paid back only if the project’s value exceeds 
the amount predicted when the redevelopment 
agreement was negotiated. Figure 6 summarizes 
the project funding.

Village funding involved a series of debt 
instruments used over the course of project 
implementation. Bond issues involved taxable 
general obligation bonds of $40 million and a 

line of credit that was converted to a term loan 
of approximately $22 million. Developer equity 
included a $1 million contribution and $1 million 
in deferred fees. In the very complicated rede-
velopment agreement, the developer loan was 
guaranteed, and the village loan essentially filled 
the “gap.” It would be paid back only if the project 
outperformed the preconstruction estimates. 

Although the redevelopment agreement an-
ticipated that the project would reach stabilized 
rent of 90 percent in 24 to 36 months, that mile-
stone was reached in only 18 months. Rents are 
also slightly higher than were anticipated during 
the project approval. Consequently, developer 
loan repayment began earlier than projected, 
and efforts are underway to determine how much 
of the village loan will be reimbursed from devel-
opment profits above those projected during the 
redevelopment agreement negotiations. 

For the University of Chicago medical center, 
the village provided a long-term land lease to 
lower initial developer costs. The medical center 
will make annual lease payments and pay prop-
erty and sales taxes that cover the village’s land 
costs. By sharing the cost of garage parking, this 
development provides spaces for commuters 
and residents attending evening events in the 
nearby parks and restaurants. Neither the de-
veloper nor the village alone could have justified 
the garage’s cost. 

An interior court-
yard and parking 
for Ninety7Fifty on 
the Park. VILLAGE OF 

ORLAND PARK

Figure 6. City Center Project Funding

Developer equity $2,000,000

Developer loan $38,234,707

Village loan $25,000,000

Total $65,234,707

Source: Village of Orland Park.

At long last, Orland Park has 
the village center it sought.
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With a commitment to effective public/private 
partnerships, the village of Orland Park has to 
date brought together the following sources for 
financing its developments: 

■■ Tax increment financing
■■ Federal and state railroad enhancement funds
■■ Ground leases
■■ Conventional bank loans
■■ Transit-oriented planning grants

Return on Investment
At long last, Orland Park has a viable village 
center with residential, office, retail, and parking. 

Despite pitfalls and market setbacks, the project 
has achieved its initial goals and will repay the 
public investment in infrastructure funds and 
developer financing. 

Orland Park has created jobs and led to the 
following new downtown investments:

■■ Lifestyle retail
■■ University of Chicago offices
■■ Public parking
■■ Housing units 

The new village 
center integrates 
rental apartments 
and townhouses with 
shopping and nearby 
transit. VILLAGE OF 

ORLAND PARK
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COMMUNITY DATA

OVER-THE-RHINE 
NEIGHBORHOOD POPULATION
7,000

CINCINNATI POPULATION
300,000

CINCINNATI METRO AREA 
POPULATION
2,100,000

CHALLENGE
Declining downtown neighborhood

STRATEGIC ELEMENTS
Historic building restorations
Revitalized parks
New entertainment, shopping,  
and dining
Condominiums 
Apartments 
Townhouses
Shelter beds
Parking

Over-the-Rhine Neighborhood
Cincinnati, Ohio

Private corporations stepped up to commit both major funds 

and needed leadership to a decaying neighborhood adjoining 

downtown. A new can-do organization was created, and a compre-

hensive, action-oriented strategy was developed that recognized 

the importance of the cultural amenities of downtown. Fountain 

Square, a Cincinnati landmark, was restored, and the neighbor-

hood is alive with new housing and new jobs. By investing across the 

neighborhood—from homeless shelters to historic cultural amenities, 

as well as new housing, hotels, and offices—Over-the-Rhine became 

a national model of public/private leadership. 

Washington Park’s  
transformation from a crime-ridden, 

distressed, and underused space into a 
lively gathering place serving as  

a catalyst for change has been  
nothing short of remarkable. 3CDC
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Lessons Learned
■■ Business leaders understood that without dis-

cipline, dedicated funds, and long-term focus 
and investment, the Over-the-Rhine commu-
nity would not come back.

■■ A community-wide approach recognized the 
multiple dimensions of the neighborhood: 
from various housing needs to arts and cul-
tural amenities.

■■ A dedicated, smart, and savvy staff that was 
able to work with the private business commu-
nity, neighborhood leaders, and government 
entities made a huge difference. Those public/
private practitioners bring a unique skill set 
and can be critical to success. 

■■ Early land control and seed capital to fund 
the development corporation itself as well as 
initial projects were crucial. Secure multiyear 
funding by the corporations allowed for real 
strategic planning and implementation.

The Setting
Over-the-Rhine is a historic Cincinnati neigh-
borhood adjoining downtown. Directly north of 
downtown, the neighborhood was settled by 
German immigrants in the mid-19th century and 
still contains splendid, largely intact 19th-cen-
tury architecture and several good restaurants. 
However, decay was spreading, along with crime 
and disinvestment. Private corporations, led by 
Proctor & Gamble and Kroger, are headquartered 
in downtown Cincinnati, adjoining Over-the-Rhine. 
Dismayed by the deterioration, the companies 
decided to do something about the problems.

Over-the-Rhine’s transformation into a vibrant 
Cincinnati neighborhood is a remarkable model 
for other communities in two respects: (a) the civic 
leadership demonstrated by the creation of a 
privately funded, nonprofit development corpora-
tion led by the business community, and (b) the 
array of creative financing and public/private 
partnerships, which were rapidly put together to 
accomplish the dramatic series of developments. 
The privately created nonprofit development cor-
poration, Cincinnati Central City Development 
Corporation (3CDC) brought to Cincinnati what 
every community needs for its future: money, land 
control, and sophisticated deal-making capacity. 
The creation of the $50 million Cincinnati New 
Markets Fund allowed 3CDC to buy property 

within an area defined by a strategic vision  
and to partner with developers who shared the 
same goals.

By aggressively acquiring over 1,000 parcels, 
3CDC reached a threshold of development that 
gave people reason to believe the neighbor-
hood was improving. The early restoration and 
enhancements in Washington Park and Fountain 
Square, highly visible public spaces, declared  
that downtown and Over-the-Rhine were com- 
ing back.

Every community can create a 3CDC-like 
organization. Too often, the response is, “We 
don’t have corporate headquarters or big corpo-
rations like those that exist in Cincinnati.” Every 
community has successful businesses and wealth 
from prior successes. Although the initial funding 
may be more modest, every community has the 
resources to create a private, nonprofit develop-
ment corporation to invest in its future. By saying 
“We cannot create such a fund,” communities are 
really saying “We do not have the leadership or 
commitment to our community’s future.” 

The Catalyst
Like many midwestern cities in the mid-20th 
century, Cincinnati saw a decline in manufactur-
ing, flight of the middle class from the city to the 
suburbs, and a resulting decline in the city center 
and downtown. Despite those signs of decline, 
downtown Cincinnati remained home to major 

3CDC’s mission and 
strategic focus are to 
strengthen the core 
assets of downtown 
Cincinnati by revital-
izing and connecting 
the city’s central busi-
ness district (green) 
and Over-the-Rhine 
(red). 3CDC
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corporate headquarters, including Proctor & 
Gamble, Kroger, and Federated Department 
Stores. Unlike many other cities where downtown 
housing was emerging to fill a market void, such 
housing was absent in Cincinnati. Downtown 
remained a nine-to-five environment, with streets 
virtually deserted when the workforce went home 
to the suburbs. 

In 2001, a riot following a police shooting was 
a wake-up call. The slow decline of the central 
business district, the virtual abandonment of 
Fountain Square, and the extremely blighted 
conditions of the Over-the-Rhine neighborhood 
became the focus of civic and corporate leaders. 
The economic future of Cincinnati and the ability 

of major corporations to attract the workforce 
they desired depended on a vibrant downtown. 

In July 2003, the political, civic, and busi-
ness leadership organized a private, nonprofit 
development corporation, 3CDC. Its mission was 
“to strengthen the core assets of downtown by 
revitalizing and connecting the Fountain Square 
District, the Central Business District and Over-
the-Rhine.” At that time, there were 500 vacant 
buildings and 700 vacant lots in Over-the-Rhine. 
Thirty corporate leaders make up 3CDC’s board 
of directors; no public officials are members. 
Initially, 3CDC’s operations were funded entirely 
by annual corporate contributions. Now, in ad-
dition to level annual corporate contributions 
similar to its initial funding, development fees and 
revenues from operating assets make up two-
thirds of the annual operating budget of approxi-
mately $6 million. 

The objectives of 3CDC are clearly defined:
■■ Create great civic spaces
■■ Create high-density, mixed-use developments
■■ Preserve historic structures and improve 

streetscapes
■■ Create diverse, mixed-income neighborhoods 

supported by local business
Early in 2004, the 3CDC board hired its first 

president/CEO, Stephen Leeper. Under his lead-
ership, 3CDC began acquiring and land-banking 
blighted and troubled properties. Initially, 3CDC 
invested over $27 million in private funds to buy 
200 buildings and 170 vacant parcels centered 
on Washington Park. Included in those purchases 
were several notorious bars and carryout liquor 
stores that were centers of crime and drug deal-
ing. Later in the year, 3CDC leased and assumed 
management of the Fountain Square parking 
garage, which was municipally owned, deteriorat-
ing, and losing money, and began restoring the 
garage, fountain, and plaza. 

Results
In its 11-year history, 3CDC has been involved in 
the following projects:

■■ Restoring 144 buildings, including housing 
and streetfront commercial establishments

■■ Constructing 50 new buildings
■■ Adding 1,113 housing units (condominiums, 

apartments, and townhouses)
■■ Providing 320 shelter beds

Before redevelop-
ment on Vine Street: 
vacant and under-
used buildings, albeit 
nice architecture. 
3CDC 

After redevelopment 
on Vine Street: in 
its 11-year history, 
3CDC has restored 
144 buildings, includ-
ing housing and 
street-level commer-
cial spaces. 3CDC
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■■ Adding 156 hotel rooms
■■ Creating 845,000 square feet of commercial 

space
■■ Adding 2,700 parking spaces
■■ Revitalizing ten acres of parks, including 

Washington Park and Fountain Square
■■ Incentivizing millions of dollars in streetscape 

improvements

Financing Mechanisms
In addition to their private contributions for op-
erations, 3CDC’s founding corporations invested 
in a $50 million revolving loan fund, the Cincinnati 
New Markets Fund. In 2013, the board created 
a second Cincinnati New Markets Fund of $41 
million capitalized largely by reinvestment of 
loans paid back from the first fund. Those funds 
offered patient loans as seed capital to begin and 
continue the revitalization of Fountain Square 
and Over-the-Rhine. The corporate leaders 
anticipated that the funds would be invested 
and leveraged in such a way that returns would 
be a possibility. The success of the first fund and 
the need to continue to reuse and roll over funds 
encouraged the second fund’s investors.

With an entrepreneurial spirit and a commit-
ment to effective public/private partnerships, 
3CDC has to date brought together 17 sources 
for financing its developments. 

As development took place, the perceptions 
of Fountain Square and Over-the-Rhine began 
to change. With 3CDC responsible for manag-
ing both Fountain Square and Washington Park, 
regular and frequent programming was offered, 
including music, food, and festivals. Thousands of 

people who might have avoided the area are now 
discovering an interesting transformation. Over-
the-Rhine and the central business district have 
become the places to go in the Cincinnati region 
for interesting dining.

Return on Investment
Since the creation of 3CDC, the change in down-
town and Over-the-Rhine is nothing short of spec-
tacular. Fountain Square and Washington Park 
have become “go-to” places instead of “go-from” 
places. A total of $842 million of new money has 
been invested in downtown and Over-the-Rhine, 
and over 2,500 jobs and 1,100 housing units 
have been created as a result. As part of the city’s 
return, the downtown and nearby neighborhoods 
are now generating substantially higher annual 
tax revenues. 

Over-the-Rhine: an 
up-and-coming en-
tertainment and food 
district. Twenty-nine 
new restaurants have 
opened since 3CDC 
began its redevelop-
ment work. J. MILES WOLF

City Gospel Mission 
is one of three new 
homeless shelters  
developed by 3CDC 
and its partners, 
yielding a total of 320 
shelter beds. 3CDC

Figure 7. Financing

Total Investment: $842 million

Public funding sources

New Markets Tax Credits

Historic tax credits

Low-income housing tax credits

State New Markets Tax Credits

State historic tax credits

State low-income housing tax credits

State jobs funds

Unique private catalyst

Cincinnati New Markets Fund
($50 million revolving loan fund)
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Sugar Land, Texas
Redevelopment of the Imperial Sugar Site 

COMMUNITY DATA

SUGAR LAND POPULATION
83,000

HOUSTON METRO AREA 
POPULATION
6,200,000

CHALLENGE
Vacant historic factory

STRATEGIC ELEMENTS
City Hall
Hotel
Historic building restorations
Interpretive trail system
Sugar Land Heritage Museum
Performing arts center
Corporate headquarters
Condominiums
Parking

Lessons Learned
■■ Serving as a facilitator allows the city to be effective in its partnerships 

with developers while continuously educating the community. This ap-
proach consistently enhances local opportunities for successful planned 
developments. 

Like many communities, the city of Sugar Land uses available 

municipal financing tools to enable successful development. But 

Sugar Land has expanded its concept of successful planned devel-

opment beyond just the revenue stream and the typical public/ 

private partnership. Its planned development efforts also incorporate 

the city’s broader quality-of-life objectives, including the importance 

of cultural arts and preservation of the community’s story.

Redeveloping the sweetest 
place in America. JOHNSON 

DEVELOPMENT CORP. 
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■■ Incorporating historic and cultural resources 
into new development expands the opportuni-
ties for including new partners in the typical 
public/private partnership.

■■ Maintaining a focus on the city’s mix of uses 
in planned development illustrates how those 
uses enhance the city as the best place to 
locate, whatever the reason.

The Setting
Sugar Land, Texas, is located just 20 miles south-
west of Houston. As home of the Imperial Sugar 
Company for nearly 150 years, Sugar Land’s 
name, heritage, and economy reflect its origins as 
a sugar plantation and company town. Imperial 
Sugar employed many residents, and company 
leaders supported Sugar Land and its institutions. 
Sugar Land was incorporated as a municipality 
in 1959 with a population of about 2,300. During 
the past three decades, the city has experienced 
rapid population growth, from slightly more 
than 8,800 residents in 1980 to about 83,000 
in 2013. Sugar Land also increased in afflu-
ence and diversity and welcomed a large Asian 
population. Sugar Land has also grown through 
annexations and the development of a series of 
master-planned communities. The city’s master 
plans and master-planning processes have been 
the framework for three significant developments 
over the past decade. Each development has 
unique financing attributes. Two of those develop-

ment processes are ongoing; all three exhibit the 
city’s willingness to think creatively about devel-
opment finance.

Sugar Land Town Square
Sugar Land’s most notable and successful 
mixed-use planned development is Sugar Land 
Town Square. The first phase of that 32-acre, 1.4 
million-square-foot mixed-use development was 
completed in 2003, with two subsequent phases. 
Completed in 2009, Sugar Land Town Square 
includes the town’s City Hall with a 1.4-acre pub-
lic plaza and event space, a 300-room Marriott 
hotel complex, three parking decks, 566,000 

A city hall and town 
square for a new 
community. JOHNSON 

DEVELOPMENT CORP.

Sugar Land’s 
master planning 
efforts. JOHNSON 

DEVELOPMENT CORP.
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square feet of office space, 252,000 square feet 
of retail and restaurant space, and 167 condo-
miniums. Sugar Land Town Square is located 
at U.S. Route 59 (I-69) and Texas Highway 6 in 
Sugar Land.

This development, originally conceived by the 
city in 1996, was designed to be Sugar Land’s 
downtown, or central business district. The city 
passed the original planned development zoning 
specific to Town Square in 1998, with five subse-
quent modifications. Master developer Planned 
Community Developers Ltd. was engaged at 
that time. The project’s financial challenge was 
to provide attractive lease rates for a project 
with high-end amenities and infrastructure. The 
city proposed Tax Increment Reinvestment Zone 
(TIRZ) No. 1 to enable reimbursement through 
public financing. This TIRZ process was pro-
tracted and took nearly three years to complete. 
Other taxing bodies participating in the TIRZ in-
cluded Fort Bend County and Fort Bend County 
Levee District No. 2. The project ultimately re-
quired the city of Sugar Land to replace the local 
school district’s participation in the TIRZ with the 
city’s percentage of sales tax revenue generated 
by Town Square. 

During this early phase of development, Sugar 
Land’s city council had authorized the creation 
of the Sugar Land Town Square Development 
Authority to assist both the city and the developer 
with the Sugar Land Town Square development. 
Texas law allowed this authority to assist the city 
in its planning and finance functions. The city and 
developer had started discussions with Marriott 
to build a new hotel and conference center. The 
conference center required the city to finance 
its construction and the hotel’s parking garage. 
The authority’s focus became the development of 
the Marriott hotel and conference center with an 
accompanying parking facility in TIRZ No. 1. The 
development authority entered into a conference 
center and parking lease agreement with a pri-
vate entity to lease and operate the conference 
center and to allocate parking garage spaces in 
Town Square. 

One important city incentive tool that was ap-
plied during the development of Sugar Land Town 
Square predates its development. Sugar Land 
voters approved the creation of the Sugar Land 
Development Corporation in 1993. Organized 

under Texas’s 1979 Development Corporation 
Act, Sugar Land Development Corporation levies 
a 0.25 percent sales tax to fund incentives and in-
frastructure improvements that support economic 
development throughout the city. As of 2014, this 
fund had provided $68.1 million in capital im-
provements and $7.9 million in incentives specific 
to business recruitment and retention. 

Town Square’s second phase of development 
was initiated in 2005. The construction of the first 
Class A office building (with ground-level retail) 
in Sugar Land was key to this phase. With a $2.4 
million incentive from Sugar Land Development 
Corporation, Planned Community Developers 
secured Minute Maid as its primary tenant, occu-
pying 115,000 square feet. Minute Maid agreed 
to move its corporate headquarters to this Sugar 
Land location. As part of this incentive, Minute 
Maid, like all Town Square office tenants, was 
granted a seven-and-a-half-year 100 percent 
tax abatement for property improvements. This 
abatement is granted from the city and its TIRZ 
No. 1 partners, Fort Bend County and Fort Bend 
County Levee District No. 2.

Sugar Land Town Square has received 
multiple awards for innovative development 
over the years. Among them, Houston Business 
Journal recognized the development as its 2005 
Best Community Impact award winner, and 
ULI Houston named Town Square as a 2011 
Development of Distinction. TIRZ No. 1 property 
values have also grown exponentially. As of year-
end 2014, the total appraised value of TIRZ No. 
1 properties was nearly $96 million, up from a tax 
increment base of $5.6 million.

Imperial Refinery
Sugar Land’s former Imperial Sugar refinery site, 
at U.S. Route 90 and Texas Highway 6, is another 
ongoing example of creative funding for rede-
velopment. In 2003, Imperial Sugar announced 
plans to vacate its 715-acre site in Sugar Land. 
The city approved a general plan for the site in 
2007. An initial planned development application 
was submitted and withdrawn in 2008 because 
of the economic downturn. 

The development structure for the Imperial 
Sugar site is complex. Cherokee Sugar Land LP 
and the Texas General Land Office own the real 
estate as tenants in common. Cherokee Sugar 
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Land Management LLC serves as manager of the 
Imperial Sugar redevelopment project. Johnson 
Development Corporation is the project’s man-
ager. The city has the following role within this 
structure: 

■■ The city annexed what is known as Tract 3 
within the overall Imperial Sugar redevelop-
ment site. This tract, originally a state prison 
located outside Sugar Land’s city limits, was 
formally annexed in 2005. Tract 3 and the 
former Imperial Sugar refinery form the 736-
acre site included in the city’s general devel-
opment plan.

■■ Through the creation of the Imperial Re-
development District in 2007, the district and 
its board implemented project plans for the 
TIRZ, considered a bond issuance, and estab-
lished property tax rates for the district.

■■ TIRZ No. 3 was intended to fund infrastructure 
improvements for the Imperial Sugar site. The 
city and Fort Bend County are the participat-
ing taxing bodies. This TIRZ has an appointed 
board to review improvement requests. The 
plan for TIRZ No. 3 also includes funding for 
the preservation and reuse of former Imperial 
Sugar buildings, which are considered his-

toric locally, and for creating a Sugar Land 
Heritage Museum within one of those build-
ings. The city extended this TIRZ for an ad-
ditional five years in 2013. The total estimated 
project costs to the TIRZ are approximately 
$147.8 million, including $4.7 million estimated 
for historic structures.

■■ The city contributed 0.5 percent of the incre-
mental sales tax attributable to the Imperial 
Sugar development. 
The original redevelopment agreement for 

the Imperial Sugar/Tract 3 planned development 
between the city and Cherokee Sugar Land LP 
was executed in 2007. One aspect of that agree-
ment called for Cherokee to preserve the site’s 
artifacts as public art and serve as the anchor for 
an interpretive trail system through the site. Plans 
were also made to preserve the char house and 
other significant Imperial Sugar structures, as 
“the historic focal point of the redevelopment.” 

This redevelopment plan was amended in 
2010 to include parking and infrastructure for the 
construction of Constellation Field, Sugar Land’s 
minor-league ballpark, and nearby commercial 
and residential development. It was amended 
again in 2014 to provide for major land use 

The community  
is designed with  
plentiful green space. 
JOHNSON DEVELOPMENT 

CORP.
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changes: for 127 acres, originally proposed as 
office use, changed to single-family residential, 
and for 50 acres, changed from retail to office 
uses. Those changes altered the local real estate 
market.

This 2014 amendment to the development 
agreement had one unusual requirement—that 
the Johnson Development Corporation design 
and construct the infrastructure and office space 
in what is identified as Imperial Historic District 
1 within two years. The historic district encom-
passes 45.8 acres. Within the identified Historic 
District 1, about 27 acres were included in the 
Imperial Market District final development plan 
in 2015. (Those various subarea plans conform to 
the general development agreement and amend-
ments.) The overall goal for this project was to 
recognize the importance of this specific area of 
the city and its story.

The resulting Imperial Market District plan 
includes the preservation of four major and lo-
cally important buildings (char house, three-bay 
warehouse, engineering building, and con-
tainer house), two silos, and two smokestacks, all 
constructed by Imperial Sugar during its time in 
Sugar Land. Construction in the Imperial Market 
District is scheduled for completion in 2017. 

The three-bay warehouse will be reused as 
part of the district’s nearly 270,000 square feet 
of retail space and will serve as the location 
for the Sugar Land Heritage Museum and the 
Fort Bend County Children’s Warehouse. The 
char house is slated to become an Aloft hotel. 
The smokestacks will anchor a plaza near new 
commercial construction in the district, and the 
ground floors of the silos will be reused as restau-
rant space. In addition to the historic buildings 
and new commercial spaces, an additional 274 
housing units and 86,000 square feet of upper-
story offices are proposed for the Imperial Market 
District.

The Imperial Market District project has 
an estimated budget of $160 million. Johnson 
Development Corporation, as project manager, 
purchased the land in November 2014. The 
project will be financed with historic rehabilita-
tion tax credits, funding through TIRZ No. 3, bank 
financing, and developer equity. 

TIRZ No. 4
The city of Sugar Land created TIRZ No. 4 for a 
30-year term in 2009. This TIRZ encompasses 
a 698-acre site at U.S. Route 59 (I-69) and 
University Boulevard, and the TIRZ’s participat-

Walking the new 
trails of Sugar Land. 
JOHNSON DEVELOPMENT 

CORP.
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ing government units include two of Fort Bend 
County’s municipal utility districts. The stated 
goal of this TIRZ is to support public improve-
ments that foster employment, cultural arts, and 
entertainment venues within the district. The goal 
is to create a destination for activities.

This acreage was identified as a commercial 
development and is located adjacent to Telfair, 
one of Sugar Land’s most successful master-
planned residential communities. The developer 
for both areas is Newland Communities. The TIRZ 
acreage includes some of the last remaining sites 
for potential development along U.S. Route 59  
(I-69). Major retail development, including 
Costco, is slated for those sites. Newland 
Communities and the city have actually part-
nered for the development of 300 acres, includ-
ing a land exchange for a performing arts center. 
The city is financing the public improvements and 
facilities to support the objective.

Development to date at the site reflects the 
TIRZ objectives. Fluor Enterprises has purchased 
50 acres for an estimated 750,000-square-
foot headquarters building. Other medical and 
professional office space is planned for the site, 
and the University of Houston–Sugar Land has 
now located to the area. Sugar Land’s new per-
forming arts center, an $84 million, 6,400-seat 
theater, was under construction in 2016. The city 
has allocated $74.3 million in sales and hotel tax 
revenues for construction. In addition, the city 
has partnered with ACE Theatrical Group, which 
is contributing $10 million in equity as part of its 
30-year contract to program the center. To sup-

port center operations, the city granted naming 
rights to Houston’s Smart Financial Credit Union 
for $6.7 million. First-year projections put paid 
attendance at 26,000, with an annual economic 
impact of $26 million.

Sugar Land has used the availability of large 
sites and its location to use multiple financing tools:

■■ Tax increment redevelopment zones with 
other tax-participating units of government

■■ Nonprofit development corporations
■■ Sales tax contributions
■■ Hotel tax contributions
■■ Naming rights agreements
■■ Operator equity
■■ Historic preservation tax credits

A gathering at 
the Sugar Land 
public plaza. JOHNSON 

DEVELOPMENT CORP.
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Financing Transformational 
Projects

Although the case study communities all used 
innovative partnerships and financing, they each 
started with a clear understanding of traditional 
real estate development finance and a goal 
of decreasing public interventions as markets 
gained momentum. The ultimate vision is market-
rate development that attracts tenants or buyers 
willing to pay sufficient rents or purchase prices 
to provide a return higher or equal to alterna-
tive investments. In all of the case study projects, 
initial market conditions did not warrant new 
developments. Developers faced the choice of 
finding other locations or seeking a public/private 
financial partnership to fill the “gap” between 
expected returns and market returns. Creativity 
led to inventive sources of funds and committed 
tenants willing to take a risk that could lead to 
substantial returns. 

Partnerships that equitably fill development 
gaps recognize both realistic development costs 
and appropriate returns on investment to both 
private and public partners. In the simplest 
partnership, the private investor’s return on 
investment is either net income or a satisfactory 
sales price. The public’s return on investment may 
include jobs, tax revenue, and increased private 
sector investment. Although both project costs 
and returns can be predicted during concept de-
velopment, the uncertainty associated with those 
predictions in untested, pioneering projects adds 

risk. Furthermore, difficult site conditions or a pub-
lic vision that includes above-market construction 
materials or amenities can add to development 
costs. The project financing tools discussed in this 
section add layers of complexity to the simple 
investment model, but they are the financial basis 
for sharing the risks associated with transforma-
tional projects. 

Financing Programs
The initial challenge for transformational projects is 
obtaining construction financing. As in market-rate 
projects, financing is composed of developer funds 
and various private loans. A public/private partner-
ship adds government grants, incentives, and loans 
to the mix. All of the investor equity and govern-
ment grants are at risk, whereas loans are secured 
by the project’s assets. The loans are repaid at 
an agreed interest rate by a specific time and in a 
specific order. The equity investment is repaid only 
when the finished project is sold or if annual income 
exceeds expenses after completion. Governments 
may invest in the form of equity or debt, or most 
often “patient” debt—that is, debt that may have 
more liberal terms than conventional bank debt. 

The information that follows highlights some 
of the government resources often used to 
finance transformational projects. This summary 
only hints at the financing options available to 

Cities, counties, and states have become more creative in crafting develop-

ment projects. As the case studies reveal, strong government leaders have suc-

cessfully fostered entrepreneurship in the public sector. Local developers have stepped 

into that culture initially with one project and then continued their involvement through 

subsequent mayors and elected officials. If the initial project succeeds, developers 

often take on additional projects within a focused area, transforming a community or 

neighborhood. Various financing tools are layered to cover total development costs 

and required infrastructure. Even though such efforts take time and leadership, the 

results have been impressive and enduring.
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public and private partners committed to achiev-
ing transformation. State and federal agencies 
and elected officials should be engaged early to 
identify the full range of implementation funding 
available to specific projects.

Equity
Equity is increased by any government contribu-
tions to the project that are provided without 
expectation of reimbursement from the project’s 
future income. Land provided for free or at below-
market value and facade improvement grants are 
common examples of local government equity. 
Government programs that add equity to the 
financial package are very desirable because 
they reduce the funds that private investors must 
provide to secure conventional loans. When the 
government provides equity, conventional lenders 
may offer larger loans because the loan-to-value 
ratio is reduced. 

Tax Credits
A tax credit is an amount of money that a taxpayer 
is able to subtract from the amount of tax owed to 
the government. Because developments often re-
quire several years before turning a profit trigger-
ing tax payments, tax credits are often sold early 
on to investors. Investors buy credits at a discount 
to the investors and can apply the full amount of 
the credit to their tax bill. Each state creates tax 
credit programs specific to its redevelopment 
objectives. The following are popular federal tax 
credit programs:

■■ The New Markets Tax Credit Program was 
authorized to attract capital investment and 
direct it to low-income and underserved 
communities. To qualify, a community must 
have a poverty rate of 20 percent or higher, 
or its median income must be lower than 80 
percent of the statewide or metropolitan area 
median. The federal government admin-
isters the federal tax credits by allocating 
them through the Community Development 
Financial Institutions (CDFI) Fund. With this 
money, the administering entities are required 
to offer financing with nontraditional or more 
flexible terms than conventional financing, 
and the projects they select are, for the 
most part, those that are unable to qualify 

for conventional financing, or that could not 
qualify for enough financing to cover all of 
the project costs. In the case studies, 3CDC 
became a CDFI and then sold those credits 
to investors, thereby funding a portion of the 
desirable projects within the Over-the-Rhine 
neighborhood.

■■ The Low-Income Housing Tax Credit (LIHTC) 
Program encourages private investment in 
affordable rental housing for low-income 
communities. Successful investors will receive 
a credit equal to either 30 percent or 70 per-
cent of the eligible project costs of low-income 
rental housing, depending on the type of 
credit offered. To be eligible under the LIHTC 
Program, developers are required to satisfy ei-
ther the 40/60 test, where at least 40 percent 
of the units are set aside for renters earning 
no more than 60 percent of the area median 
income, or the 20/50 test, where at least 
20 percent of units are set aside for renters 
earning 50 percent or less of the area median 
income. Investors receive the tax credits, and 
developers receive the invested dollars. 

■■ Federal historic rehabilitation tax credits en-
courage the preservation of historic buildings 
by offering credit against federal taxes owed 
for renovation or rehabilitation. To qualify:

■● The property must be used for a business 
or other income-producing purpose.

Figure 8. New Markets Tax Credit Program:  
Key Terms and Relationships

Equity investor

Community development 
entity (CDE)

Community Development 
Financial Institutions 

(CDFI) Fund

Qualified equity 
investment (QEI)

Qualified low-income 
community  
investment (QLICI)

Allocation of 
New Markets 
Tax Credit 
authority

New Markets 
Tax Credit

Qualified active low-income 
community business (QALICB)

Source: Office of the Comptroller of the Currency, “New Markets Tax Credits: Unlocking Investment 
Potential,” Community Development Insights, June 2013.
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■● A “substantial” amount must be spent on 
rehabilitating the historic building.

■● The building must be certified as historic 
by the National Park Service.

■● Rehabilitation work has to meet the 
secretary of the interior’s Standards for 
Rehabilitation, as determined by the 
National Park Service.

Beneficiaries receive a 20 percent credit of 
the qualified rehabilitation expenditures for 
the costs incurred during the rehabilitation of 
a certified historic structure for commercial, 
agricultural, industrial, or residential rental 
purposes. A 10 percent tax credit of quali-
fied rehabilitation expenditures is given for 
the costs incurred during the rehabilitation 
of an older, nonresidential structure built 
before 1936 that is not yet listed as a certified 
historic structure. 

Community Development  
Block Grants
The U.S. Department of Housing and Urban 
Development (HUD) Community Development 
Block Grants (CDBGs) provide funding that can 
be used for urban redevelopment and community 
improvement. Entitlement communities—larger cit-
ies and urban counties—can apply and receive an 
allocation, and nonentitlement areas can apply for 
CDBG Small Cities Program funds. These grants 
are meant to help governments develop and 

preserve affordable housing, provide services to 
vulnerable sections of the community, and gener-
ate jobs. Funds are allocated by HUD, then the 
local community is obligated to spend the monies 
per federal regulation on qualified projects. 

Direct Municipal Investment
Any government funding that reduces developer 
costs can promote development by lessening the 
required project equity. Process incentives that 
speed development review can advance projects 
quickly and thereby reduce costs. Provision of 
free public land and government infrastructure 
investments, such as public streetscaping, public 
gathering spaces, road improvements, and park-
ing, are examples of direct municipal investment 
that reduce project costs. The road and park im-
provements in the Greenville case study are good 
examples of well-used municipal investments.

Loans
When governments loan money for a transforma-
tional project, they help the project by providing 
those funds with more flexible terms. Such terms 
might include a lower interest rate, a slower repay-
ment schedule, loan guarantees for funds bor-
rowed from a private entity, or payment of a private 
loan’s principal and interest for a certain period. 

■■ Revolving loan funds offer fixed-rate and 
low-interest loans as a gap-financing tool for 

Figure 9. Typical Legal Structure for Direct Investment in LIHTC-Financed 
Project
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Source: Office of the Comptroller of the Currency, “Low-Income Housing Tax Credits: Affordable Housing Investment Opportunities for 
Banks,” Community Development Insights, March 2014 (revised April 2014).
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economic redevelopment projects. The fund 
is initially underwritten by public sources such 
as federal grants, state aid, or local funds, and 
private sources such as financial institutions or 
philanthropic contributions. Loan principal and 
interest repayments from project-generated 
revenues are recycled to finance future proj-
ects. The structure of loans, from interest rates 
to repayment methods, and the timing can be 
tailored to a specific project, offering more flex-
ibility than commercial loans or debt financing. 
In many cases, revolving loan funds offer attrac-
tive but competitive interest rates: the flexibility 
with terms and collateral is the key benefit. 

■■ The Section 108 Loan Guarantee Program is 
a component of the federal CDBG program. 
Under this program, banks and other financial 
institutions make loans and, if the borrower 
defaults on its loan repayments, the program 
compensates the lender. Section 108 guar-
antees financing for housing rehabilitation, 
public facilities, and large-scale development 
projects. Projects funded by the Section 108 
Loan Guarantee Program must meet one of 
the CDBG’s national objectives: 

■● Principally benefit low- to middle-income 
people 

■● Assist in the elimination or prevention of 
slum and blight conditions

■● Meet urgent community development 
needs that are of recent origin

■■ Bond financing offers long-term funding from 
state and local governments. Investors who 
purchase bonds are promised regular pay-
ments according to specified schedules. The 
extended bond repayment terms offer a quick 
source of cash to fund projects, generally pay-
ing only interest until the maturity of the bond. 
For large projects, the maturity can be up to 
30 years, allowing plenty of time to complete 
the construction and earn enough money from 
project income and taxes to repay investors.

There are two main types of government 
bonds. The first bond type funds “essential 
government functions” and must benefit the 
public. For these bonds, the interest paid to 
investors by the government is exempt from 
state and federal taxes. The second type of 
bond is a private activity bond. It is issued for 
the benefit of private individuals or entities 

and is subject to state and federal taxes on 
the interest earned. 

All bonds are subject to underwriting 
standards, which require a specific pledge 
of revenue to pay the bond’s interest and 
principal. Redevelopment projects where the 
bonds will be sold in the market often involve 
tax increment financing backed by general 
obligation tax revenue. To ensure that the 
revenue actually covers the bond payments, 
there is often a provision that no more than 
50 percent of the anticipated incremental 
revenue from a project can be dedicated to 
support bonds. 

■■ Land leases are a development tool by which 
the public entity continues to own the land 
and rents its use to the development project. 
That feature allows the developer to avoid 
upfront land acquisition costs. Land rental 
payments may be subordinated to first mort-
gage interests, thereby further enhancing the 
equity in the project. The essence of the land 
lease is the government loan of the property 
for an agreed payment over time. That ap-
proach frees up cash for the developer for 
other uses and also improves the investment 
yield. Usually, land is leased for a relatively 
long period (50 to 99 years), but shorter 
leases can be structured to set the land pur-
chase price on the basis of the development’s 
tenants. Land leases also avoid the delay as-
sociated with negotiating a specific price for 
land. With a purchase price set in the future, 
the government can share in the project’s 
success by setting the land price once the 
development is complete. Land banks are a 
tool to facilitate providing land for transforma-
tional projects. 

EB-5 Program
The EB-5 Immigrant Investor Program gives visas 
to foreign investors who lend funds for projects 
that create at least ten American jobs. Although 
the basic investment threshold is $1 million, the 
minimum investment is reduced to $500,000 
in targeted employment areas (TEAs). TEAs 
are designated as rural areas, or areas within a 
metropolitan statistical area that has experienced 
high unemployment. EB-5 funding is arranged 
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through more than 700 for-profit “regional centers” 
that have government licenses to collaborate 
with private sector brokers that connect foreign 
investors with local projects. The review process for 
EB-5 projects takes approximately nine months, a 
significant delay compared with conventional bank 
financing. However, EB-5 debt may be consider-
ably cheaper than conventional borrowing. 

Revenue Capture
The government’s confidence that the proposed 
project will exceed the private investors’ expecta-
tions and generate new revenues for the govern-
ment through taxes and fees is the framework 
for transformational projects. Loans and equity 
grants to public/private partnerships rely on shar-
ing anticipated new revenues. A redevelopment 
agreement guides both the exchange of informa-
tion on revenues and the distribution of revenues. 
The following information details programs that 
capture taxes that can fund local loans and 
grants as project incentives.

■■ Tax increment financing (TIF) is one of the 
most popular methods used to capture the 
annual return on investment from urban re-
development. Although individual states vary 
in how they establish TIF districts and the al-
lowable uses for TIF revenue, the TIF process 
is commonly initiated when a specific area 
is determined to meet the state designation 

eligibility criteria. TIF operates by capturing 
incremental tax generated from the project 
developments. Several sources of tax rev-
enues can be used to repay TIF bonds. Those 
sources may include property taxes; hospital-
ity, convention, and arena taxes; rental car 
taxes; and so forth. Frequently, visitors and 
tourists are taxed, which is often more politi-
cally attractive than taxing local residents 
and businesses. As figure 10 illustrates, any 
additional revenue assessed after the desig-
nation date is segregated and will be used for 
projects within the TIF district. The amount 
captured is magnified when nearby proper-
ties increase in value because of an incentiv-
ized redevelopment. The anticipated new 
revenue from development can underwrite 
the issuance of bonds and can be applied to 
upfront project costs or can fund projects on a 
pay-as-you-go basis. 

Although TIF is governed by state laws, 
implementation is a local decision, so mu-
nicipal governments can exercise significant 
control and are not dependent on state or 
federal approval. 

■■ Tax abatements return potential new rev-
enue directly to property owners by reducing 
taxes or by exempting them from taxes for a 
specified period. Cities, counties, and states 
commonly grant tax abatements to incentivize 
development and job creation in underper-

Figure 10. Basic TIF Model
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Source: Sarah Jo Peterson, “Tax Increment Financing: Tweaking TIF for the 21st Century,” Urban Land, 
June 9, 2014, http://urbanland.uli.org/economy-markets-trends/tax-increment-financing-tweaking-
tif-21st-century/. Inspired by graphics from the Council of Development Finance Agencies and Stephen 
Friedman.
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forming areas. The reduced taxes cut ex-
penses for the property owners and thereby 
increase their net operating income. They can 
be granted as

■● A freeze on the assessed value of the 
property—any improvements to the site 
will not increase the taxable value of the 
property

■● A tax reduction for a certain period (usu-
ally five to 25 years)

■● An exemption from a portion of the as-
sessed value
When the goal is to increase the number 

of stores and restaurants in an area, communi-
ties or states can implement sales tax rebates. 
These rebates encourage the developer to 
attract the highest-volume businesses to maxi-
mize the value of the incentive. 

Income tax can be abated to encour-
age developers to maximize the number of 
employees in a project.

■■ Business improvement districts (BIDs) are 
private sector initiatives whereby an area’s 
businesses elect to self-impose a surcharge on 
their property tax to fund enhancement of the 
local environment. BIDs provide services that 
supplement those provided by a municipality, 
usually beautification, landscaping, market-
ing, and maintenance, security, and shared 
parking. Sharing those expenses reduces the 
individual property owner’s costs and thereby 
increases the net operating income. Large, 
sophisticated BIDs can combine their assess-
ment revenues with both private investment 
and state and federal grants to fund specific 
projects. 
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Generally, financing problems occur because 
of uncertainty about the amount and need for 
public funding. That challenge can be overcome 
by professional, independent review of projects 
and their financing. Sometimes such advice 
comes from local residents serving on an eco-
nomic development commission. Advice can also 
be provided by consultants or staff members with 
extensive experience in reviewing financing pack-
ages. Communities engaged in the financing of 
development are acting as banks and must be as 
diligent as a financial institution in reviewing the 
credentials of proposers. The best predictor of 
a good outcome is previous, successful projects. 
Another indication of investor commitment is “skin 
in the game”—the amount of equity provided by 
the private sector.
1. Choosing a bridge location and community 

“seam.” In the East Liberty and Over-the-
Rhine areas, some definite distinctions existed 
between neighborhoods—one wealthier, one 
poorer, with some perceived or real barriers 
between them. By changing the land uses 
and building a bridge or common or shared 
spaces, the city helped both sides of the com-
munity gain strength, new retail and housing, 
and a stronger tax base and economy.

2. Staying geographically focused with a goal/
plan and strategy. In each of the case studies, 
funders did not (and should not have) just sub-
sidized every developer who walked through 
the door. There were geographic consider-
ations, market strategies, and tenant adja-
cencies along corridor developments (such 
as along Hamilton Street in Allentown) that 

needed to be encouraged for good planning 
and enhanced market strength, regardless of 
ownership. Those are not programmatic subsi-
dies per se—any historic building anywhere in 
the area can apply for historic credits—nor a 
proscription for catalytic community change. 
Low-income housing tax credits can be ap-
plied for anywhere in the city. The case study 
projects were catalytic because of the focus 
of resources: geographic, human, regulatory, 
and financial. 

3. Building on existing assets. Identifying some 
strengths in the community can be part of the 
initial catalyst. Those strengths can be medical 
or educational institutions, active churches, 
or transit hubs. What already brings people 
to the area in a positive way? In East Liberty, 
the dedication of the neighborhood group 
East Liberty Development Inc. was significant 
in keeping the focus on the strategy and the 
accumulation of good projects over time. In 
Cincinnati, Washington Park and Fountain 
Square were critical public amenities to build 
upon. Greenville “freed the falls” and created 
an amenity that changed all of downtown.

4. Moving to market: declining subsidy over 
time. Initially, projects may require a public 
subsidy of 50 percent or more—from a variety 
of federal, state, and local sources. As suc-
cess takes hold, public and nonprofit sources 
should be putting in fewer dollars, whereas 
the private marketplace is willing to put in 
more. That outcome should be a reflection of 
the declining risks and the greater faith in the 
marketplace.

Final Notes: Lessons Learned

The intermingling of public and private funds for successful developments 

requires an absolute ethical framework. Nothing will destroy a community’s abil-

ity to build productive public/private partnerships faster than questionable deals and 

relationships. 
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8. Preparing for unintended consequences. 
During the change process, both intended 
and unintended consequences must be ad-
dressed. Concerns about gentrification were 
considerable in Over-the-Rhine. In Greenville, 
the need for more or different infrastructure 
caused several years of downtown road 
construction and disruption. In Orland Park, 
the national recession derailed and stalled 
a good development. Broad-based and 
sustained leadership is critical to achieve com-
munity revitalization.
Whether as a public official, a business-

person, or a community advocate, people from 
all walks of life have changed the trajectory of 
their communities. The six communities portrayed 
in the case studies in this publication reversed 
their negative trends, employing a variety of 
tools to overcome the myriad challenges they 
faced. There will always be a hundred reasons 
why something cannot happen, and there is 
never enough funding. In each case study and 
in hundreds of communities across the country, 
the successes can be traced to an individual or a 
small group of people who were aspirational, who 
took risks, and who reached for the future. 

Is it your turn to begin to write a new future for 
your community? 

5. Establishing persistent focus and leadership. 
In order to change a community, somebody 
has to pay attention. In several case studies, 
the mayor or government led the initial efforts. 
Local developers often took the first private 
risks. In East Liberty and Allentown, local 
developers worked with several subsequent 
mayors and public staffs and officials. In Over-
the-Rhine, little happened until 3CDC got 
going and hired a dynamic executive director. 
In Allentown, the state representative initi-
ated the creation of state financial incentive 
tools, but the real leadership came from the 
private developer City Center Investment 
Corporation, which has continued to buy land 
and concentrate money and effort.

6. Cobbling together success. Several of these 
stories illustrate the necessity of using many 
different financial tools and gathering vari-
ous segments of the community to help. In 
Allentown, the museums and the arts commu-
nity played a role; in Cincinnati, the commit-
ment of the business leadership was essential 
to the revitalization of Fountain Square.

7. Developing inclusivity: voices at the table. 
Bringing the whole community together and 
into the improvements with the philosophy 
of everybody winning is important. However, 
that can be difficult and time-consuming, par-
ticularly in distressed and changing neighbor-
hoods. In Sugar Land, historic preservation 
interests did not always agree with develop-
ers. For long-term success, all voices must be 
respectfully heard, including advocates for 
small businesses, affordable housing, and 
various age groups and lifestyles.
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Are You Ready? 

A clear understanding of community competitive advantages
YES NO 

  Do you know how you fit into the global economy?

  Do you know how you fit into the regional economy?

  Do the local government and the businesses and institutions driving the local 
economy have good relations?

What are your big assets?

  ■■ Surplus labor

  ■■ Skilled workforce, such as high-tech employees

  ■■ Favorable cost of living

  ■■ Access to good transportation

  ■■ Medical and educational research institutions

  ■■ Tourist, historic, and entertainment destinations

Strong leadership
YES NO 

  Are local businesses and institutions active in community economic develop-
ment organizations?

  Can potential investors identify who is in charge of making transformation a 
reality?

  Have the civic groups, businesses, and affected neighborhoods endorsed 
transformation?

In the Introduction, eight ingredients 

were identified as keys to successful 

urban change:

■■ A clear understanding of a community’s com-
petitive advantages

■■ Leadership by both the public and private 
sides

■■ A strategic vision
■■ An entrepreneurial spirit
■■ A public/private partnership culture

■■ Knowledge of public financing tools
■■ A commitment to design excellence
■■ Organizational and staff capacity 

The following checklist identifies actions that 
municipal leaders can take to establish a de-
velopment environment according to these key 
ingredients. As you check off more items from the 
list, you are closer to positioning your community 
to achieve transformational projects as part of a 
healthy, vibrant community.
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A strategic vision
YES NO 

  Are you clear on what kind of community you really want to be?

  Is the geographic area clearly defined?

  Is there passion for change?

  Is a process in place for continuing the vision through political and economic 
change?

  To let people know change is afoot, have the first key projects been 
identified?

An entrepreneurial spirit
YES NO 

  Do vehicles exist to encourage and fund startups and entrepreneurs?

  Is venture capital money available?

  Is there a network of entrepreneurs to lend encouragement and support?

  Do you have a business and resident community that supports innovation 
that matches new technology and markets?

  If the risks are equalized to market risk, are there local developers who have 
the capacity, vision, and temperament to join with the public sector?

A public/private partnership culture
YES NO 

  Are all potential partners, public and private, committed to transparency 
and a reasonable public process?

  Are all partners committed to high ethical standards?

  Are public benefits and goals shared, such as affordable housing and  
common amenities?

  Is there sufficient time and patience to execute a complicated financial and 
approval process?

  Is the desired project sufficiently important and catalytic that it is worthwhile 
for all parties to see it through to completion?

  Can benefits be easily explained to everyone concerned, including the 
media and neighborhoods?
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Knowledge of public financing tools
YES NO 

  Do you have sufficient financial expertise to get the most out of the available 
resources? If not, do you have the budget to hire necessary skilled consul-
tants or advisers?

  Is your policy for determining financial incentives transparent and 
consistent?

  Do the projected long-term financial benefits outweigh the near-term costs 
of financial incentives?

  Are approval processes transparent and timely?

A commitment to design excellence
YES NO 

  Do you have guidelines that clearly explain public design aspirations?

  Do you know the difference in cost between standard design and the project 
requirements?

  Have you identified entities willing to provide grants to support enhanced 
design?

  Do you have a public art inclusion policy?

  Do you have programs to maintain enhanced landscaping in public areas?

Organizational and staff capacity
YES NO 

  Have you and your proposed partner(s) completed projects in this market?

  In previous projects, did the proposed partner build what was promised?

  Do you have employees or consultants who are qualified to review the part-
ner’s financial proposal and references?

  Do you have written ethical reporting requirements?
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