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U
rban Infill Housing: Myth and Fact™ is the third in a series of publications

designed to address myths regarding growth and land development. The

first myth and fact publication addressed transportation issues; the second

publication addressed myths surrounding smart growth. This publication is

underwritten by the U.S. Department of Housing and Urban Development as

part of a larger partnership designed to encourage the development of housing

in our cities. ULI and HUD have worked with cities around the country to identi-

fy key challenges associated with the development of urban infill housing as well

as strategies and recommendations to overcome those challenges. 

Over the past several years, cities have worked hard to reestablish themselves 

as places where people want to live, work, and play. Increased investment and a

focus on urban revitalization are paying off as interest in downtown living rises.

Developers, including many who historically have developed in the suburbs, have

responded by rehabilitating or converting older buildings, constructing new

mixed-use projects, and developing new infill projects in existing neighborhoods.

However, infill development presents a unique set of challenges and involves

issues that vary according to the circumstances of the individual project.

ULI will continue to provide forums in which all stakeholders can explore and

debate urban infill housing issues. ULI will conduct research, produce well-

balanced information, and identify best practices on issues relevant to urban infill

housing. Through these efforts, ULI and its partners hope to reestablish our

cities as the vibrant centers of cultural and social life they once were.
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Urban Infill Housing: 
Myth and Fact™

In U.S. cities today, a wide variety of housing is being constructed or renovated in
response to emerging market demand from people moving back to the city.  Urban
infill housing, including small-, medium-, and large-scale projects with single-family

houses, townhouses, apartment buildings and condominiums, lofts and co-ops, is being
constructed and quickly absorbed. Many cities are seeing new housing construction on
vacant or redeveloped land, the construction of housing as part of mixed-use projects,
the meticulous renovation of historic structures, and the conversion of structures that
once held commercial or industrial uses, including former office buildings, hotels, and
industrial buildings. Even old schools are being converted to one-of-a-kind residences.
Yet, despite the construction and the population gains, doubts remain that this trend
can continue. Many public officials and developers are skeptical about claims that
urban infill housing can be produced in significant amounts. The skeptics point to the
special challenges that this type of development presents. Many of these identified
challenges have assumed the proportion of myth—something that is widely believed
but is for the most part fictitious.

Urban Infill Housing: Myth and Fact™ itemizes some of the most prevalent myths associ-
ated with infill housing, states the facts as ULI sees them on the subjects of those myths,
and discusses the subjects of the various myths—markets, land assembly, financing, per-
mitting, environmental contamination problems, infrastructure, community opposition,
and historic-preservation regulations—in some detail. This booklet is intended to dispel
misperceptions about urban infill housing and to assist public officials, developers,
lenders, and others in promoting its development in their communities. 

After decades of losing residents, many U.S. cities are now experiencing gains in
population. This is not myth—it is fact. Of the 20 largest cities (including only Census
tracts within the city limits), 16 gained population from 1990 to 2000.1 New York City
led the pack in sheer growth. Almost 700,000 people were added during the decade,
so New York’s population now exceeds 8 million for the first time.

Austin, with a 41 percent rate of growth from 1990 to 2000, topped the group in
terms of percentage growth. Houston, Phoenix, San Diego, Dallas, San Antonio, San
Jose, Jacksonville, and Columbus all posted double-digit population gains for the period.
Smaller cities have also participated in this back-to-the-city trend. Charlotte grew by more
than 36 percent and Denver by more than 18 percent in the 1990s, while Nashville,
Seattle, and El Paso all also posted impressive growth rates in this period.

To be sure, most of the cities that grew in the 1990s still have not regained the pop-
ulation they lost in the 1970s and 1980s. Four of the largest 20 cities—Philadelphia,
Detroit, Baltimore, and Milwaukee—actually lost population from 1990 to 2000. In
most metropolitan areas, moreover, suburban growth rates far exceeded the growth
rate in the central city. In addition, a portion of the population gain in some fast-
growing cities can be attributed to annexation.

Nevertheless, after years of decline the news of population growth in U.S. cities is
remarkable. The back-to-the-city movement is now a clear trend that appears poised to
continue well into the 21st century, as evidenced by housing permit activity in cities at
the end of the 1990s. Nationally, the increase in city housing permit activity in the last
year of the decade (1999 to 2000) exceeded the average annual increase in city hous-
ing permit activity from 1990 to 1998 by 35 percent. In contrast, suburban housing
permit activity nationally was only 21 percent ahead of the average level of activity dur-
ing the 1990–1998 period.2

More people living in cities has led to a construction boom for urban infill housing.
In most cities, renters and buyers are snapping up this new housing as quickly as it is
built. In central Denver, condominiums, lofts, rental apartments, and townhouses are



Population Change in the 20 Largest U.S. Cities: 1999–2000
Change

1990
2000 1990 Number Percent Rank

New York 8,008,278 7,322,564 +685,714 +9.4 1
Los Angeles 3,694,820 3,485,398 +209,422 +6.0 2
Chicago 2,896,016 2,783,726 +112,290 +4.0 3
Houston 1,953,631 1,630,553 +323,078 +19.8 4
Philadelphia 1,517,550 1,585,577 –68,027 –4.3 5
Phoenix 1,321,045 983,403 +337,642 +34.3 9
San Diego 1,223,400 1,110,549 +112,851 +10.2 6
Dallas 1,188,580 1,006,877 +181,703 +18.0 8
San Antonio 1,144,646 935,933 +208,713 +22.3 10
Detroit 951,270 1,027,974 –76,704 –7.5 7
San Jose 894,943 782,248 +112,695 +14.4 11
Indianapolis 791,926 741,952 +49,974 +6.7 12
San Francisco 776,733 723,959 +52,774 +7.3 14
Jacksonville 735,617 635,230 +100,387 +15.8 15
Columbus 711,470 632,910 +78,560 +12.4 16
Austin 656,562 465,622 +190,940 +41.0 27
Baltimore 651,154 736,014 –84,860 –11.5 13
Memphis 650,100 610,337 +39,763 +6.5 18
Milwaukee 596,974 628,088 –31,114 –5.0 17
Boston 589,141 574,283 +14,858 +2.6 20

Source: U.S. Bureau of the Census.

occupied as fast as they are completed.3 In Chicago, homebuyers are paying more than
$600,000 for houses near the troubled Cabrini-Green public housing complex, which
is planned to be demolished and replaced with mixed-income housing.4

The realization seems to be growing that cities need good housing to become the
vibrant centers of cultural and social life that they once were, and thus public and
political support for urban infill housing is on the rise. Urban infill housing sparks
neighborhood revitalization. Not only do new residents pay property taxes, but they
also spend money. New residents spur retailing, office development, restaurant open-
ings, cultural activities and events, religious activities, and the development of parks
and recreational areas. 

Urban infill housing also makes sense from the perspective of smart growth. It
tends to be of a higher density than suburban housing, thus making better use of
increasingly limited urban land. It reuses existing properties, which often are neigh-
borhood eyesores, thus bringing much-needed tax dollars to local governments and
revitalization to inner-city communities. Infill development can represent an efficient
use of public funds if the required infrastructure is already in place. It is often less
destructive to the natural environment than is suburban development. Infill housing
development supports mass transit and alternative modes of transportation, including
walking and biking. To smart city officials and politicians, urban infill housing makes
lots of sense.

Developers have discovered that urban infill housing makes sense for many of the
same reasons. They have discovered that although urban infill housing may be riskier,
it often generates greater financial rewards than does suburban greenfields develop-
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ment. Some developers report that their most successful projects in the 1990s were
urban infill projects.5 These projects are often high-profile developments that bring
national recognition and prestige to the development company. Infill development is
seen as part of the solution—not part of the problem—which is why political support
for such projects is increasing in strength.

Urban infill housing may have many fans and supporters, but still it is often more
difficult to build than suburban housing. Challenges to urban infill housing include:
social problems in distressed neighborhoods, land acquisition and land assembly diffi-
culties, financing complexities, regulatory constraints, contaminated sites, infrastruc-
ture problems, community opposition, and historic-preservation requirements. 

Urban Infill Housing: Myth and Fact™ is the third in a series of ULI Myth and Fact™
booklets. The series is intended to clarify the misconceptions surrounding growth and
development. The first booklet addressed myths about transportation and growth and
the second myths about smart growth. This booklet takes a look at some of the ques-
tions and misconceptions surrounding urban infill residential development. 



The demand for housing is on a strong upswing in many
American cities, in contrast to the situation in the 1970s
and 1980s when crime, poorly performing public schools,

and high property taxes emptied many city neighborhoods of
all but their poorest residents. Neighborhoods in New York,
Chicago, and some other large cities have seen a dramatic rever-
sal of fortunes.

What is spurring the back-to-the-city trend? In many cases,
the negative factors that caused people to leave in the first place
have been effectively addressed. New York City, for example, has
a significantly reduced crime rate. Disillusionment about life in
the suburbs—where crime, traffic congestion, and air pollution
have become problems—is playing a role. In Atlanta, a city with-
out a tradition of downtown housing, people are moving down-
town to escape the suburban traffic.6 The appeal of an urban
lifestyle is another important factor. City dwellers tend to value
neighborhood vibrancy and diversity, the accessibility of restau-
rants and cultural attractions, and the ability to walk to work. 

Who are the people moving into cities? They tend to be sin-
gle professionals, childless couples, empty nesters, and
immigrants according to both popular wisdom and sales
activity for new housing developments.7 This general
picture of the demographics of new city residents masks
considerable variation by city and the presence of other
types of households, such as couples with children, in
the mix. Although many people consider the urban
infill housing market to be a niche market, data from
the 2000 Census show that many of the demographic
categories attracted to city living are growing strongly.
The number of single-person households now exceeds
the number of married couples with children.8 In addi-
tion, the number of Asians and Hispanics is rising rapid-
ly in a trend that appears to be likely to continue. The

issue of poorly performing public schools remains an unsolved
problem for almost all American cities and a real deterrent to
families with school-age children who cannot afford to send
their children to private school. Creative programs are being
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The Pointe at
Lincoln Park,
Chicago
The 154 units in MCL Companies’ townhouse
project, The Pointe at Lincoln Park, in Chicago’s
Lincoln Park neighborhood sold out within six
months of coming on the market in June of 1997.12

In fact, demand was so strong that signed con-
tracts were taken in just one week for all 96
units in the first phase. The developer attributes
much of The Pointe’s success to its mix of units,
ranging in size from 1,721 to 3,566 square feet
and in price from $279,000 to $509,000. The
lower-priced units appealed to first-time homebuy-
ers. The higher-end units appealed to move-up
buyers, some of whom were families with chil-
dren, as well as to empty nesters who had raised
their children in the suburbs.

Occupying the site of a former hospital, The
Pointe’s limestone and brick townhouses are laid
out in a triangle formed by the site’s perimeter
streets. Setbacks are close to the street, befit-
ting the urban location. The architecture takes
cues from the surrounding neighborhood of 19th-
century rowhouses. The floor plans are competitive
in size with plans being offered in the suburbs.

Profile

Myth #1
The market for urban infill housing
is weak.

Fact #1
A back-to-the-city trend is energiz-
ing the housing market in many
cities. In many others, city govern-
ments have adopted innovative 
programs to encourage housing
demand and production.

Demand was so strong for townhouses at The
Pointe at Lincoln Park that signed contracts
were taken for all units in the first phase in just
one week.



explored to address the problem, but to date solutions have
been elusive. For this reason, most developers do not target this
demographic group for urban infill housing. 

City housing markets may be characterized as ripe, develop-
ing, or lagging. In cities or submarkets where demand is strong
and market-rate housing can be profitably developed without
public assistance, the housing market is ripe. Where demand is
moderate and profitable development usually requires some
form of assistance, the market is developing. A lagging market
lacks proven demand and usually significant public assistance is
needed to develop housing successfully. 

Many cities are expanding the market for urban infill hous-
ing with incentive programs aimed at either the development
(supply side) or purchase (demand side) of housing. Washington,
D.C., proposes to encourage the development of affordable
housing with zoning incentives and tax abatements, while it pro-
vides loans, grants, and property tax credits to first-time home-
buyers.9 Columbus and San Antonio have commissioned market
studies that the cities use to help market the city to residential
developers.10 Boston actively markets neighborhoods to poten-
tial homebuyers.11 Many cities use neighborhood conservation
programs to support existing communities and maintain their
desirability. Some cities have targeted specific areas for infill
housing, directing development to those neighborhoods.

Community development corporations, created and
administered locally in some communities, are nonprofit
organizations that seek market solutions to maintain housing
production. Cities often partner with nonprofit community
development corporations to kick-start housing production in
lagging markets. Some business improvement districts (BIDs),
such as those in Philadelphia and Denver, actively promote
and facilitate housing redevelopment and new construction. 
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The Lincoln
Condominiums,
Washington, D.C.
The Lincoln Condominiums is a 156-unit mid-rise
building on the U Street corridor, a rapidly revital-
izing neighborhood in the northwest quadrant of
the city, one block from a Metro subway station.13

The pioneering project sold out quickly after com-
pletion in July 2000 and has catalyzed a number
of other housing projects in the neighborhood.
The U Street corridor had been undergoing revi-
talization for several years when AMB Enterprises
began trying to develop the property, but there
were few actual examples of successful infill
housing with which this project could be com-
pared. After trying for years, AMB finally was able
to convince investors by bringing on board a high-
ly respected market analysis firm and a strong

marketing group.
These moves gave
credibility and visibility
to the project, the suc-
cess of which has
made financing easier
for future projects in
the U Street-Cardozo
neighborhood. 

Profile

Increased suburban traffic has been a driving
force behind the back-to-the-city movement.



The difficulty of acquiring/assembling land is what develop-
ers think of most often when considering the barriers to
urban infill housing. Among the problems encountered,

depending on the city and the market, are high land costs, lim-
ited supply, difficult assembly requirements, long chains of title,
and property owners’ speculative behavior. A number of factors
tend to make urban land comparatively expensive, including its
locational advantages, higher permitted densities, and in-place
infrastructure. 

Many cities can and do help developers with land acquisition
and assembly, and other cities with limited land are making it
easier to renovate and convert existing buildings. To make the
development of properties with requirements for demolition or
environmental cleanup more feasible, many cities offer assis-
tance with their acquisition—including land grants, low-cost
leases, and low-interest loans.

Cities are addressing the land acquisition barrier in various
other ways. Some target specific areas for redevelopment and
provide rezoning assistance and low-cost loans and grants. Some
have created redevelopment authorities that acquire, assemble,
clean up, and package land for resale. Atlanta, Norfolk, and
Houston are three cities among others that actively acquire and
assemble land for redevelopment.
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Gramercy on
Garfield and
Greenwich on
the Park,
Cincinnati
Gramercy on Garfield and Greenwich on the Park
are two mid-rise rental apartment buildings repre-
senting the first two phases of a six-phase mas-
ter plan for Garfield Place.20 The city used emi-
nent domain to acquire the downtown sites, and
leased them to the developer, Towne Properties,
for a percentage of the return on the project. The
developer would not have been able to acquire
these sites at a reasonable price without the
city’s use of eminent domain. The city’s land
lease further improved the feasibility of the proj-
ects for the developer.

When Towne Properties’ market analysis
determined that reasonably priced apartments
should be built rather than the original plan for
luxury condominiums, the project fell into place.
Phase 1 (Gramercy on Garfield) was completed in
October 1992, and Phase 2 (Greenwich on the
Park) was completed in February 1996. Both
buildings leased up quickly and remain at 98 per-
cent occupancy, more than fulfilling the expecta-
tions of both the developer and the city. 

Profile

Myth #2
Assembling land for urban infill
housing is likely to be difficult and
time-consuming, and land costs are
likely to be prohibitive.

Fact #2
Issues related to land acquisition
vary from city to city. In some
cities, land is readily available and
affordable. In others, it is scarce,
expensive, and mired in legal
entanglements. Many city govern-
ments offer developers assistance
with the acquisition and assembly
of land, and creative options are
available.

The city of Cincinnati acquired key downtown sites and leased
them to the developer, making Gramercy on Garfield a viable
project. The project leased quickly and remains near full
occupancy.
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The Exchange,
New York City
Constructed as an office building in 1899 at 25
Broad Street directly across from the New York
Stock Exchange, the 21-story Exchange was one
of the city’s first steel-framed skyscrapers.21 Its
conversion to 345 luxury rental apartments was
completed in 1998 by Crescent Heights, a
Miami-based developer. The conversion of The
Exchange demonstrates several techniques that
public officials can use to encourage infill housing.
City incentives for residential conversions, com-

bined with high office vacancy
rates in the financial district,
sparked this conversion.

In the early 1990s, office va-
cancy in the financial district was
at 30 percent. The Exchange
needed renovations to stay
competitive, but adequate ren-
ovation seemed financially
impossible. In 1996, the city
of New York formulated the
Lower Manhattan Revitalization
Plan. The plan sought to cre-
ate mixed-use, 24-hour neigh-
borhoods in the office-dominat-
ed skyscraper canyon of lower
Manhattan, and included tax
incentives to encourage resi-
dential conversions in the
financial district. These incen-
tives have stimulated numer-
ous conversions and brought
after-business-hours life to for-
merly desolate streets. The
area’s business improvement
district also helped improve
the neighborhood. 

The Exchange’s original exterior and internal
features such as the historic lobby were pre-
served. However, the upper floors were totally
gutted and rebuilt, yielding 16 units per floor—all
large units by New York City standards. Spacious
units and the character afforded by the restored
historical exterior have helped The Exchange
maintain 100 percent occupancy. 

ProfileCity redevelopment authorities are often empowered to pur-
chase and package land for housing development, to rezone
commercial properties to residential or mixed-use, and to use
incentives to write down a developer’s cost of land. The city of
Chicago assembles and cleans up properties—including tax-
delinquent properties—and packages them for resale, offering
the buyers low-cost loans.14 In California, 20 percent of the tax
revenue used to fund a redevelopment agency must be set aside
for housing.15

Many cities hesitate for legal and political reasons to use
their power of eminent domain to acquire land for redevelop-
ment, but the use of eminent domain can assure that parcels
needed for redevelopment efforts are acquired and that hold-
out property owners do not push land costs beyond what is 
feasible.

It can be difficult to determine ownership and clear up legal
problems on property with an extensive chain of title, which is
often the case in cities. The title clearing process can be time-
consuming and costly and it can expose the developer
to additional risk. Some cities offer title assistance. A
title analyst on the staff of the San Antonio
Development Agency researches title histories and prob-
lems.16 Authority contained in a 1960s redevelopment
law enables city officials in Atlanta to clear titles faster.17

In some markets, developers are responding to land
issues by turning to overlooked opportunities. They are
redeveloping brownfields, converting commercial build-
ings (offices, hotels, and other types) to housing, and
adapting schools and churches and other institutional
buildings for residential uses. Years ago, developers in
Baltimore turned abandoned factories into housing and
now they are being encouraged by the city to convert an
abundant supply of Class B office space to residential
use.18 A move to convert abandoned office buildings in
Tulsa has produced that downtown’s first new housing
in 30 years.19 Developers are also working with public
housing authorities that are converting public housing
to mixed-income housing under the U.S. Department of
Housing and Urban Development’s HOPE VI initiative.
Cities often will sell publicly owned lands, such as schools,
at reduced rates to encourage redevelopment. 

Finally, some cities have used transfer of development
rights programs—with limited success—to make land available
for residential development.

Tax incentives offered in the Lower Manhattan
Revitalization Plan allowed The Exchange to be
converted to luxury rental apartments.
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Denver Dry
Goods Building,
Denver
The historic six-story Denver Dry Goods Building,
built as a department store in 1888, was reno-
vated from 1993 to 1999 for affordable and
market-rent housing as well as retail and office
uses.31 The developer, the Affordable Housing
Development Corporation, subdivided the build-
ing’s 350,000 square feet and packaged the
project in a variety of ways in order to be able to
tap 23 different financing sources. Among these
sources were pension funds, state bond issues,
tax increment bonds, HUD urban development
action grants, low-income housing tax credits,
historic-preservation tax credits, loans and equity

from public agencies and private nonprofit agen-
cies, private bank loans, and the developer’s
equity. The city of Denver, viewing the preserva-
tion of the building as critical to the health of
downtown, financed half the purchase price. 
The developer and the city are pleased with 
the results. The Dry Goods Building apartments
leased up in two months, and the waiting list
now has 200 names. The city has reaped com-
parable rewards, not the least of which is eight
additional historic renovation projects following
suit in downtown. 

Profile

In some ripe urban markets, high-end luxury housing can be
financed through simple private financing. Housing in other
markets—and more moderately priced housing—tends to

involve complicated financing for various reasons. Sometimes
government assistance is needed to bridge the gap between pro-
jected returns and construction costs. Often a lack of compara-
ble projects in the market makes it difficult for lending institu-
tions to appraise the value or analyze the risk of a project. Many
projects involve a mix of uses, which creates complications for
some institutions with separate residential and commercial lend-
ing departments. And many projects have a longer time frame
than lenders like, often relying on establishing the market with
early sales or rentals and realizing significant appreciation at the
tail end of the project when the value of the neighborhood is
established and the risk to new buyers reduced.

A number of local, state, and federal programs address devel-
opment financing barriers. These include property tax abate-
ments and low-interest loans and grants for gap financing.

Atlanta offers a ten-year tax abatement on housing developed
in its urban enterprise zones if at least 20 percent of the units
are set aside for low-income occupants.22 Baltimore provides a
ten-year tax abatement on conversions of Class B office build-
ings to housing.23 Seattle offers abatements for the construction
of multifamily projects.24 New York City abates taxes for 12 to 15
years on conversions of Class B and Class C office buildings.25

Many cities provide gap financing. The Center City Develop-
ment Corporation of Memphis offers 3 percent loans to fix up
old buildings.26 Chicago’s HomeStart advances funds to develop
housing on city-owned property funded by bond issues.27 The
Baltimore Development Corporation operates a $3.5 million

Myth #3
Financing for the development of
urban infill housing projects either
is not available or is too complicat-
ed to be worthwhile. 

Fact #3
Financing is usually available for
well-conceived projects. It can
range from simple private deals to
quite complicated public/private
partnership structures, depending
on the specifics of the project and
the market.

Twenty-three different public and private financing
sources were used in the renovation of the Denver
Dry Goods Building.
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The Townhomes
on Capitol Hill,
Washington, D.C. 
The Ellen Wilson Community was an abandoned
public housing site within a middle-income resi-
dential neighborhood only six blocks from the
Capitol building in Washington, D.C. Concerned
about the crime and drugs being drawn to the
site, neighborhood residents formed the Ellen

Wilson Community Develop-
ment Corporation to rede-
velop the site as mixed-
income housing.32 The proj-
ect was financed with a $25
million HOPE VI grant, and
no longer requires any pub-
lic subsidization. People out-
side the neighborhood tend-
ed to be cynical about the
undertaking, with few believ-
ing that people with relative-
ly high incomes would stay
long living next to low-rent
payers.

This 134-unit townhouse
development proved the cyn-
ics wrong. The Townhomes
on Capitol Hill includes 34
units reserved for house-
holds earning less than 25
percent of the area’s median
income, 33 units reserved
for households earning less
than 50 percent of the area’s
median income, and the re-
maining 67 units held for
households earning less
than 115 percent of the
area’s median income. The
development, completed in
November of 2000, has
revitalized the neighbor-

hood. Residents are once again happy to call
their Capitol Hill neighborhood home.

Profileloan fund that also has access to private sector commitments of
between $5 million and $10 million. The fund provides flexible
financing, including subordinated debt, low-interest loans, loans
with deferred payment terms, and equity investments.28

The federal low-income housing tax credit program, which is
administered by state housing agencies, has been an important
financing component for many affordable housing develop-
ments. The income tax credits, which are provided if certain
rental-rate and resident-income conditions are met, can be con-
verted to equity by developers. States also make tax-exempt
bond financing available for qualified projects.

A number of federal programs can provide important financ-
ing assistance to urban infill projects. In 1992, the U.S. Depart-
ment of Housing and Urban Development (HUD) created
HOPE VI, a public housing initiative designed to correct the
perceived failings of previous initiatives. Developers have used
funds from the program to construct mixed-income
infill communities. Many cities have access to HUD
community development block grant (CDBG) funds,
which may be used to finance specific site improve-
ments. The Section 108 loan guarantee provision of
the CDBG program provides communities with financ-
ing for housing rehabilitation projects, the construc-
tion of public facilities, and large-scale development
projects. TEA-21—the Transportation Equity Act for
the 21st Century—makes available financing adminis-
tered by the U.S. Department of Transportation for
transportation “enhancements,” which can include
among many other possibilities the preservation of
abandoned railway corridors, transportation corridor
landscaping and beautification, and the construction
of bicycle and pedestrian facilities.29 Urban infill
development is a “smart-growth” issue, and the U.S.
Environmental Protection Agency administers some
smart-growth-related incentive programs and funding
alternatives.

The federal Community Reinvestment Act (CRA)
encourages depository institutions to invest in local
low- and moderate-income neighborhoods, and each
institution is given a rating based upon its CRA lend-
ing record. Financing for urban infill housing in cer-
tain neighborhoods may be available through institu-
tions looking to improve their CRA rating.30 A community development corporation took advan-

tage of a $25 million HOPE VI grant to produce the
Townhomes on Capitol Hill, a mixed-income commu-
nity that won a ULI Award for Excellence.
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150 St. Mary’s,
Raleigh
This 48-unit for sale townhouse development is
located in a transitional area of Raleigh between
the downtown core and North Carolina State
University, on a site that was an operating lumber
company and zoned industrial at the time of pur-
chase.37 Industrial zoning in Raleigh is very flexi-
ble, allowing zero-lot-line development with no
setbacks required. But it does not allow residen-
tial use.

The city has an overlay district—the Downtown
Housing Overlay District—that is designed to
encourage residential development. The develop-
er, York Properties of Raleigh, was able to extend
the overlay district to the St. Mary’s site, which
allowed housing to be built in the industrial zone
with no setback requirements and no limits on
density. The developer was able to achieve a

density of 23 units per acre using 18-foot-wide
lots. The extension was easy to obtain, because
the city and the neighborhood stakeholders, who
were mostly businesspeople, supported the proj-
ect as an improvement to the area. Units were
presold (on a refundable deposit basis) from
plans before construction started. The first town-
house closed in December of 1998 and the last
in the spring of 1999.

Profile

Municipalities enact zoning and building codes to protect
the health, safety, and welfare of residents and to make
development conform to general community values. To

protect themselves against legal liabilities, cities tend to prefer
Euclidean zoning—that is, a strict segregation of uses—and
strict codes.

Strict building codes serve an important public function:
they assure that buildings are constructed in a manner that does
not endanger public safety. However, by virtue of sheer com-
plexity and attention paid to every detail, building codes can sti-
fle creativity. The result can be uninteresting buildings that add
little of value to the architectural fabric of the community. By
applying the same criteria to new and old structures, many
building codes may make rehabilitation and renovation infeasi-
ble options, and thus unintentionally contribute to the demoli-
tion of historic buildings. New Jersey has adopted a separate
rehabilitation building code as part of its building code, a regu-
latory innovation that has been credited with saving a number
of historic structures from demolition.33

City government officials are often as frustrated by the com-
plexity of the building regulatory process as are developers.
Striking the balance between public health, safety, and welfare
on the one hand and taxpaying economic development on the
other is not easy. One promising approach that has been adopt-
ed by many cities is to work on changing regulatory agency

Myth #4
Cities tend to have complex zoning
and building codes and long-drawn-
out building permit processes that
make the development of urban
infill housing too risky and time-
consuming. 

Fact #4
The degree of complexity of zoning
and building codes and the time
required to process building permits
vary from city to city. Many city
governments have streamlined
their review and permitting
processes.

Many cities have revised their building and zoning codes 
to encourage mixed-use development, like this area along
Colorado Boulevard in Pasadena, California, which helps 
to create a vibrant urban scene.
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Pearl Court
Apartments,
Portland, Oregon
The development of the 199-unit Pearl Court
Apartments involved numerous complexities, yet
was accomplished efficiently and speedily.38 The
developer, Prendergast and Associates, was able
to close on financing one year after planning
began and to complete construction less than a
year after that, in 1997.

The city of Portland also played an important
role in the development of this project. The city’s
efforts show how the coordination of residential
planning with transportation planning and zoning
can lead to an efficient use of public funds and a
successful development, and how results-oriented
thinking can create a win-win situation. In 1995,

the city council adopted a vision
for the district in which the Pearl
Court site is located: it would be a
high-density, mixed-income, transit-
oriented neighborhood. Knowing
that it would be investing in the
extension of a streetcar line for
the neighborhood and hoping to
assure ridership on the new line,
the city zoned the area for high
densities.

Pearl Court was built at 211
units per acre—the highest densi-
ty in the neighborhood and close
to the highest residential density
in the city. Because of the neigh-
borhood’s pedestrian, bicycle, and
mass-transit facilities, the city
allowed the developer to reduce
the required amount of parking on
site, making the development of

the affordable units more viable. The city also
demonstrated flexibility and results-oriented
thinking by allowing the developer to build an
experimental stormwater management system on
site. The project leased at a rate of 50 units per
month, reaching full occupancy in four months.
The city’s support for affordable housing devel-
oped to high design standards in this district
proved to be a smart move. The district has
become trendy and new housing here—with
planned condominiums preselling for $650,000—
is decidedly not affordable.

Profilemindsets from an emphasis on “procedure” to an emphasis on
“results.” This change can occur only through strong political
leadership. In many government agencies, the layers of regula-
tory review tend to become more important than the end result.
Putting the emphasis on the end result allows city officials to
identify procedures and processes that contribute little to mak-
ing a better final product.

A number of cities have attempted to streamline their
approval and permit processes. Tampa’s streamlining includes
quarterly meetings with developers to assess the progress of
their permit applications. Tampa has raised its permitting fees
by 15 percent and used the additional revenue to acquire tech-
nology to speed up plan reviews, including the capacity to
receive fully electronic applications, cell phones for all inspec-
tors, and E-mail.34 Chicago allows developer self-certification for
preapproved home designs, which enables the developer to
bypass steps in the normal administrative review.35 Cleveland
and Baltimore have each hired a full-time downtown housing
coordinator whose job it is to shepherd plans through the per-
mit process and act as an ombudsman.36 Much talk is heard of
consolidating the many agencies that are required in most cities
to review and approve plans into a one-stop shop. Action along
these lines would speed the permitting process and help make
reviews more consistent. 

Most developers and government officials
would prefer to work as part of a partnership
than as adversaries. Developers report that
the support of local elected officials makes a
huge difference in the amount of difficulty
they experience in going through the regula-
tory review process. Both parties need to
keep in mind the desired end results of plan
reviews: a project that contributes positively
to the quality of life of the city’s residents
and provides property tax revenues to the
government and profits to the developer.

Zoning and permitting flexibility in Portland allowed the
Pearl Court Apartments to be developed at a high den-
sity and with low parking requirements because of the
project’s proximity to transit.



T imes have changed. Developers are busy building on con-
taminated properties and lenders are lending on them.
The fear factor associated with environmentally contami-

nated properties has been significantly alleviated by the prolifer-
ation of programs that specifically limit developer liability.

Possible forms of environmental contamination are numer-
ous. Asbestos and lead are found in older buildings. Petroleum
products, lead paint, industrial chemicals, and PCBs are found
in soil. A site’s contamination complicates its redevelopment in
a number of ways. Lenders are less willing to provide financing
and they often will require a lower loan-to-value ratio to account
for the added risk. The uncertainty as to the extent of the con-
tamination creates additional risk. The cost of cleaning up the
land has to be factored into the development costs. 

Some urban properties have few contamination issues, while
others are on the federal priority list for cleanup (Superfund
sites) and are not usually candidates for redevelopment. In
between are the abandoned, idled, or underused industrial or
commercial properties collectively known as brownfields. On
the more than 500,000 brownfield properties estimated in the
United States, development is complicated by real or perceived
contamination.39 While the development of brownfield proper-
ties poses special risks, it may also yield exceptional profits
because few developers possess the knowledge to deal with the
numerous brownfield development issues and because the land
often can be obtained at significantly reduced rates.

Just as the level of contamination varies, so does the level of
cleanup that is required. The concept of risk-based corrective
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Avalon Cove,
Jersey City
This mid-rise, full-service, 504-unit rental apart-
ment development on New Jersey’s Hudson River
waterfront commands rents $500 above the origi-
nal pro forma rent.43 More instructive than Avalon
Cove’s current profitability, perhaps, is the fact
that its development was made possible by the
New Jersey Department of Environmental Protec-
tion (DEP).

The property, formerly a Conrail yard, was
identified as a brownfield site in the 1980s. The
DEP determined that contamination on the site
was relatively modest, and the agency supported
its claim by limiting liability on the site for poten-
tial developers. At this point, Avalon Properties
stepped in as developer. The developer liked the
site’s excellent view of the Manhattan skyline,
which would attract view premiums up to $800
per unit. Furthermore, no new development had
taken place on
the waterfront for
the past ten
years despite a
strong market.
Completed in
1997, Avalon
Cove markets
exceptional serv-
ices and rents
that are attractive
compared with
New York rents.
Its rental rates
are the highest in
the Jersey City
area. 

Profile

Myth #5
Urban properties usually have
some form of environmental con-
tamination, making them too risky
to develop.

Fact #5
While previous uses on or around
many urban sites are quite likely to
have contaminated those sites to
varying degrees, evolving govern-
ment programs have made cleaning
up environmental problems less
costly and less risky.

The New Jersey Department of Environmental
Protection limited the developer’s liability for
environmental cleanup of the Avalon Cove site
in Jersey City.
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The Belmont
Dairy, Portland
Located on two city blocks in southeast Portland,
Oregon, this mixed-use development was devel-
oped in two phases.44 In the first phase, complet-
ed in 1996, a dairy that once housed Carnation
Farm Products, a major distributor of ice cream in
the Portland area, was converted to 85 live/work
rental apartments above street-level retail, includ-
ing a grocery store and a restaurant. In Phase 2,
completed in 1999, 30 for sale rowhouses were
constructed. 

Development began with the knowledge that
the site and dairy building were both contaminat-
ed. Fifteen underground storage tanks had leaked
gasoline and oil. The building contained several
electrical transformers with PCBs, pipes wrapped

in asbestos, and steel beams
coated with lead paint. Shiels
Obletz Johnsen, the developer,
worked with the Oregon Depart-
ment of Environmental Quality
to devise a cleanup plan. During
construction, additional environ-
mental hot spots were discov-
ered, which required additional
remediation. Cleanup costs
totaled $170,000.

The developer emphasized
green development techniques,
including the use of construc-
tion products containing recy-
cled materials and energy-effi-
cient design elements such 
as skylights, low-flow shower
heads, extra insulation, and 

insulated steel doors. A consortium of lenders
financed the $14 million development cost. The
developer worked with neighborhood groups to
design a plan that was acceptable to the commu-
nity, and the project has catalyzed the revitaliza-
tion of its surrounding neighborhoods. The apart-
ments leased quickly and have remained near
full occupancy with low turnover rates. The row-
houses sold out quickly and have received
numerous awards, including the American
Institute of Architects Ahwahnee Award.

Profileaction has become part of the regulatory arsenal, with different
proposed land uses requiring different levels of cleanup.
Returning a property to industrial use, for example, requires
less cleanup than would developing housing on the site. 

The urban development market has been helped enormous-
ly by the devolution of authority over many brownfield sites
from the federal government to state and local governments,
the adoption of laws and programs limiting the liability of own-
ers, and the creation of government programs to clean up sites
or help fund their cleanup. 

State and local agencies have succeeded in allaying some of
the liability fears of developers and creating incentives for own-
ers to clean up contaminated properties and put them back to
productive use. States have instituted voluntary cleanup pro-
grams under which buyers or developers can proceed with the
purchase or development of the property with the assurance
that they will not be held liable for environmental problems
resulting from past practices at the site.40 Virtually all states are
enacting proportional liability laws for past contamination to
reduce the liability of new owners. 

Many states also offer financial assistance for site cleanup
costs, and other redevelopment costs, in the form of subordinat-
ed loans and direct grants. Tax incre-
ment financing districts (TIFs) have
been used for financial assistance.41

Cities become involved in brown-
fields development in a variety of
ways—donating land for redevelop-
ment, cleaning up sites, or helping to
finance cleanup costs. 

Nongovernmental sources of assis-
tance are also available. A number of
insurers offer environmental insurance
policies. The nonprofit Clean Sites
Inc. in Alexandria, Virginia, specializes
in convening the stakeholders to
address site contamination issues.42

Some banks can be convinced to invest
in brownfields development in order
to improve their CRA rating. 

Renovation of the existing dairy required extensive remediation of
environmental contamination in the soil and in the building.
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Courthouse Hill,
Arlington,
Virginia 
Easy access to public infrastructure puts Court-
house Hill, developed by Eakin/Youngentob
Associates Inc., at the top of its market. To be
sure, the developer’s reinvention of new urban-
ism in downtown Arlington and the skillful weav-
ing of this infill development into its commercial
and residential surroundings by means of three-
story townhouses stepping up to four- and six-
story condominium buildings are also important
parts of the project’s success.52 Washington, D.C.’s
congested roadways and successful subway sys-
tem made Courthouse Hill’s location one block
from the Courthouse Metro subway station a huge
marketing advantage. The entire site lends itself to

the pedestrian-based ideal of new urbanism and
the site’s urban ambience—shops, offices, and
entertainment venues within walking distance—
contributes to the success of this project. 

Courthouse Hill, completed in 1997, fits 69
townhouses and 133 condominiums on a 4.6-
acre site. Developers know the value of location.
Courthouse Hill teaches a related lesson: public
amenities offer developers opportunities to cre-
ate good locations—and thus good and prof-
itable neighborhoods.

Profile

The elements and quality of infrastructure and amenities
available for urban infill housing vary from city to city and
from site to site. A road network in place, service by exist-

ing public water and sewer facilities, and accessibility to a mass
transit system generally add value to a site and can reduce devel-
opment expenses. As mentioned previously, poorly performing
public schools can be a significant market barrier—a deterrent
to families who cannot afford to send their children to private
schools—and few developers of urban infill housing seek to
market to families with school-age children. In some cities and
on some sites, other infrastructure problems can be a barrier to
the development of infill housing. Such problems might include
service by water lines and sewer lines that are inadequately sized
or deteriorating, roads in need of resurfacing, the presence of
water and sewer lines that must be relocated, and the existence
of rights-of-way that must be vacated. 

Many cities recognize that making certain infrastructure
improvements is a primary tool for enticing infill development.
They justify the expenditures in terms of the benefits that urban
infill housing provides: the influx of new residents adds to prop-
erty tax revenues and spurs additional nonresidential develop-
ment. Their investment in infrastructure is often eventually

Myth #6
Urban infill housing sites lack ade-
quate public infrastructure and
amenities, or the infrastructure is
severely deteriorated and too
expensive to repair.

Fact #6
In most cities, existing infrastruc-
ture elements and urban amenities
represent a positive—and highly
marketable—feature for infill proj-
ects. In many cities in which the
advanced age of infrastructure con-
stitutes a barrier to development,
policies are in place to mitigate the
expense of needed infrastructure
improvements.

Courthouse Hill took advantage of the existing urban 
amenities in the area. The site’s proximity to a Metro 
subway station is considered a very marketable amenity 
in the gridlocked Washington, D.C., region.
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Homan Square,
Chicago
Public infrastructure improvements made Homan
Square possible. The new mixed-income commu-
nity of 600 single-family detached and attached
houses and apartments in the North Lawndale
neighborhood is on a 55-acre site that was once
the Sears company headquarters.53 The develop-
ment will also include the renovation of 1 million

square feet of commercial
space and the development
of parks, gardens, and open
space. North Lawndale is a
low-income neighborhood with
numerous physical and social
problems, including abandoned
housing and high unemploy-
ment. Homan Square’s devel-
opment took place in phases
from 1994 to 1999.

Homan Square has been a
catalyst for the revitalization
of the surrounding areas. The
city of Chicago’s commitment
to the revitalization of this
area through the development
of new infrastructure played

the key role. A series of water, sewer, and road
improvements helped make the unattractive site
attractive. In addition to benefiting from signifi-
cant infrastructure improvements, the site bene-
fits from its proximity to urban amenities. The
site is just a quick commute to downtown
Chicago via transit or expressway. Residents
enjoy access to two large public parks—Douglas
Park and the newly redeveloped Garfield Park.
Additionally, the site is served by improving public
schools and one of the state’s premier private
schools.

Profilerecouped in additional property taxes. Milwaukee put $3.4 mil-
lion into infrastructure improvements in the city’s historic Third
Ward neighborhood, including streetlights, gateway arches, a
fountain park, a pedestrian mall, picnic tables, flower beds,
floodlights, signage, and a parking garage. Property values in
the area subsequently rose by $11 million (to $40 million).45

Norfolk’s redevelopment and housing authority acts as a
developer, making infrastructure improvements to properties
and reselling them.46 Local governments also have found that
they can use their investment in the infrastructure to leverage
concessions from developers, including affordable housing, spe-
cial design treatments, and the provision of urban amenities.

Cities use various methods to finance infrastructure improve-
ments. Funds often come from the city’s capital budget. Some
communities have approved ballot measures that fund improve-
ments. St. Louis charges a half-cent sales tax
earmarked for general use on infrastructure
that will spur development.47 Some neighbor-
hoods within cities have agreed to extra tax
levies that are used to fund improvements
exclusively for the neighborhood from which
the tax is collected. In other cases, cities have
created park enhancement districts to fund
community parks.48 (If pedestrian or bike
paths are to be included in these parks, U.S.
Department of Transportation TEA-21 funds
can be tapped.)

An interesting and popular method of
financing infrastructure is the tax increment
financing (TIF) district. The increased prop-
erty taxes generated by new development in a
designated TIF district are captured and put
toward infrastructure improvements in that district rather than
being put back into a general fund. The city of Dallas created
the State/Thomas TIF district in 1989, which is credited with
encouraging a renaissance in the district.49 In 1996, Dallas creat-
ed a TIF district for the central city, which is expected to gener-
ate $42.7 million in infrastructure improvements over the next
13 years.50

The city of Austin has created a matrix that it applies to all
proposed developments. Each proposal is scored based on
smart-growth criteria and the highest scoring proposals qualify
for fee waivers and infrastructure investments.51 Infill projects
generally score favorably on the matrix. In an effort to improve
the financial viability of infill development, some cities waive
infrastructure hookup fees for new developments. 

Access to mass transit is a valuable and marketable urban
amenity for housing developments in many cities with
chronic traffic congestion.
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Poplar Project,
Boulder
Communicating with neighboring residents
helped smooth the way for the Poplar Project, the
first publicly assisted for sale housing project
developed in Boulder.57 The 14-unit single-family
development was completed in 1996. The
groundbreaking proposal initially faced serious
opposition from residents concerned about trash,
traffic, and other growth issues. However, the
developer, the Affordable Housing Alliance of
Boulder, met with community members and pro-
vided three-dimensional models and traffic stud-
ies that helped to ease the concerns of neighbor-
ing residents. Furthermore, the developer added
basements and garages to the units because the
community was concerned that a lack of such
space would lead to junk-filled yards. These
efforts paid off. Despite the initial highly organ-
ized and vocal opposition to the project, support-
ers came to outnumber opponents two to one.
Taking a cue from public opinion, the planning
board approved the project unanimously. 

Profile

Any new development could encounter community opposi-
tion, which is a fact of life in most urban, suburban, and
rural communities. Urban infill housing projects are no

exception, but some infill projects actually win support from the
surrounding community. People often view projects that replace
vacant lots and other neighborhood eyesores as improvements.
Smart-growth advocates support urban infill housing as one of
the solutions to sprawl. Local political leaders are taking a more
prominent role in supporting these development proposals as
well. Developers state that local political support can make all
the difference between a difficult development project and an
easy one. 

The development process in America is too often con-
tentious and too rarely cooperative. It would benefit immensely
from improved communication, education, and planning. 

Large public meetings at which development proposals are
often presented and community comments invited have been
called the one place in our society where everyone speaks and
no one listens.54 Small workshops, seminars, and meetings with
individual community groups are often more effective commu-
nication tools. Meetings should be instituted as early in the
process as possible, to alert all parties to problems that may lie
ahead before plans are so far along that changing them
becomes difficult. 

Effective communication can be aided by technology. Arlington
County in Virginia has created a software program called Virtual
Arlington that offers computer-generated three-dimensional views
of downtown buildings. It has been used effectively to visually rep-
resent to community residents and elected officials the impact
that a new development will have on the community.55

Myth #7
In general, the community opposi-
tion encountered in cities is harder
to deal with than that encountered
in suburbs.

Fact #7
The amount and character of com-
munity opposition tends to vary
depending on the specifics of the
project and the neighborhood.
Neighbors and the local political
establishment actively support some
urban infill housing proposals.

Computer imagery shows a strip (top photo) transformed into
a high-density, mixed-use main street (bottom). Such simula-
tions can be used to help residents and public officials visu-
alize the benefits of higher-density infill development.
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Profile

All parties involved in the development process could benefit
from continuing education on land development issues. Devel-
opers need to understand the stages of the community growth
cycle—growth, maturity, decline—to gauge a community’s
development needs. They need to understand the community’s
terrain, both physically and politically. And they need to use
best practices during the construction phase to maintain posi-
tive community relations.

A community’s residents, on the other hand, need to under-
stand growth as an inevitable fact of life in most areas and they
need to decide how they will deal with this reality. It is impor-
tant to consider costs and benefits—the long-term environmen-
tal, social, and financial consequences—in making development
decisions. The advantages of density and the public costs of
sprawl are subjects about which the general public is mostly
uninformed. 

Planning is needed to address the inevitability of growth.
Planning should be long range, regional, and inclusive—with
the focus of implementation on the neighborhood and street
level. Denver has established metropolitan-wide goals for resi-
dential development: some 20,000 of the new households antici-
pated to come to Denver will have to live in or near downtown
for the region to avoid traffic gridlock.56 Many cities are target-
ing areas for infill housing and redevelopment and providing
incentives for projects that meet smart-growth criteria. Many are
proposing higher densities around mass transit and other areas
in which the city has invested in public infrastructure.

Community opposition to a proposed freeway
sparked the idea of developing housing in the
East Pointe area; the actual development took
place after years of negotiations among all
parties with a stake in the redevelopment of
the site.

The residential component of East Pointe
development includes mid-rise and high-rise
buildings, some with views of Lake Michigan.
Developed in phases, the project began con-
struction in 1991 and was completed in
2000.58 Its 438 units include 412 apartments
and townhouses for rent and 26 condominium
townhouses. 

The East Pointe development came about
as the result of community opposition to the
proposed construction of a freeway segment
in downtown. This occurred during the nation’s
highway construction spree of the 1970s,
when automobile access to downtown was
considered to be a solution to urban woes,
but residents of the neighborhoods in and
around the East Pointe area were not con-
vinced that the development of a new freeway
offered a cure-all solution to downtown
Milwaukee’s urban problems. After years of

community opposition, the city dropped plans
for the freeway. Several more years of discus-
sions between citizens and government agen-
cies ensued on how the area should be devel-
oped, culminating in 1985 in a compromise
that included the formation of the Milwaukee
Redevelopment Corporation (MRC). (Although
formed to help develop East Pointe, the MRC
continues to participate in redevelopment proj-
ects throughout the city.) 

The MRC was to act as an impartial media-
tor between the residents and the city, coordina-
tor of the planning and development process,
and a developer for the site. The nonprofit
development corporation was sponsored by
local business leaders and worked closely
with all parties, including community and gov-
ernment agencies, to ensure that the new
development would be compatible with the
existing community. Once a compromise plan

was agreed to, consisting mostly of mid-rise
townhouses, some retail space, and a high-
rise apartment building on the east side of
the site that would maximize development
profits through rent premiums on units having
a view of Lake Michigan, the MRC solicited
requests for proposals based on the plan. A
review board was established including busi-
ness leaders; state, county, and local officials;
and representatives from local neighborhood
groups.

The community-supported development
has been a success: the prices of the town-
houses had increased by 11 to 19 percent
between the first and third years of the devel-
opment, the retail space produces double the
pro forma rents, and the high-rise apartments
are currently 100 percent occupied at rents
that are among Milwaukee’s highest. 

East Pointe, Milwaukee
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Cotton Mill,
New Orleans 
The residential conversion of this 19th-century
textile manufacturing plant in the city’s ware-
house district has been a hit with the young,
urban crowd.62 Developed by Historic Restoration
Inc. (HRI), the Cotton Mill now comprises 269
rental apartments and 18 condominiums. Pre-
serving the historical aspects of the building to
the fullest possible extent made this development
an especially intricate undertaking. The developer
spent months on design studies and sightline
studies and even produced full-size mock-ups 
of the roof. Much of this work was executed to
satisfy the National Park Service and the state’s
historic-preservation board, the two parties
responsible for granting historic-preservation tax
credits for the project. The roof studies were

especially important, because the existing roof
structures needed reinforcement and new sup-
port beams were also required. The developer
sponsored an initiative to salvage objects from
the mill to create on-site sculptures. Having even-
tually gained the approval of the preservation
boards, HRI transformed the worn factory that
had lost most or all of its economic utility to a
local landmark fulfilling a market need. After its
completion in 1999, the Cotton Mill leased up in
12 months and rents have exceeded pro forma
estimates by 7 percent. Condominium sale
prices have exceeded budgeted estimates by 
10 percent. 

Profile

Design, finance, and regulatory issues make housing proj-
ects involving historic structures more complex than new
construction and therefore more costly. However, units in

restored historic properties usually command some of the high-
est rents and sale prices in their market. In addition, a number
of federal, state, and local programs help make the rehabilita-
tion of historic properties feasible.

The conversion of nonresidential structures—office buildings,
hotels, schools, churches—to housing often is difficult because
of the great differences between residential and commercial
floor plans. Often the placement of windows in commercial
buildings is not compatible with the light and air requirements
for housing, while historic-preservation regulations often prohib-
it the addition of new windows and limit changes to existing win-
dows. Other design challenges in residential conversions include
adapting narrow but deep buildings, providing access for the dis-
abled, and maintaining a building’s architectural integrity while
meeting modern market demands. 

Higher risks stemming from the uncertainty of the construc-
tion process and possible environmental contamination issues—
lead and asbestos—in old buildings limit the number of lending
institutions willing to finance these projects, and these often
require additional guarantees, premiums, and stringent loan
terms. Federal historic-preservation tax credits (awarded by the
National Park Service through state historic preservation offices)
represent a significant source of equity for the rehabilitation
and renovation of old buildings.59 The 20 percent tax credit is
available to certified historic structures that are undergoing sub-

Myth #8
Inflexible historic-preservation
requirements make the rehabilita-
tion or conversion of urban struc-
tures for use as housing infeasible. 

Fact #8 
Development involving historic
structures can be complicated, but
renovated historic structures often
add significant market appeal and
value. In addition, tax credits for
historic preservation make the
rehabilitation and conversion of
historic structures more feasible. 

The apartments and condominiums in the converted Cotton Mill
have proved popular with the young, urban crowd seeking unique
and funky housing.
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Bass Lofts,
Atlanta
Bass Lofts proves the strong market appeal of
rehabilitated historic structures.63 This adaptive
use of a 1920s era high school and gymnasium
for 103 luxury loft apartments includes the devel-
opment of 30 units in a new building. The devel-
oper, the Winter Companies of Atlanta, reports
that many of the tenants in the new building have
signed on to the waiting list for apartments in

the old school and gymnasium. 
To secure historic-preservation

tax credits as well as to offer 
unconventional living space to
Atlanta’s fast-growing population
of young, affluent professionals,
Bass Lofts retained many of the
school’s original features, includ-
ing several rows of seats in the
school’s auditorium, a Depression
era mural painted as part of the
Works Progress Administration,
and the school’s original trophy
display case. Nearly all of the
irregularly shaped units feature a
unique floor plan and original fin-
ishes, such as classroom doors
and transoms, blackboards, and
wood floors. Units in the former
gymnasium feature 30-foot-high
ceilings. The project leased up
within ten months of its opening
in 1998 and has remained fully
leased since.

Profile

stantial rehabilitation. Some financing of historic rehabilitation
housing projects may be available through institutions looking
to improve their CRA rating.

A number of state programs support residential rehabilita-
tion and conversions. Some states offer their own historic-
preservation tax credits. Some states award extra points to appli-
cations for low-income housing tax credits for buildings that are
being rehabilitated. Many municipalities offer innovative pro-
grams aimed at encouraging the preservation of their architec-
tural heritage. The city of Dallas abates city, county, and school
property taxed for historic-preservation projects in which at
least 50 percent of the structure is converted to residential use.60

As important as historic-preservation regulations may be in
preserving history and urban character, there is no denying that
for projects involving the rehabilitation or renovation of historic
structures they add a layer of review—by local, state, and some-
times federal commissions—to the development process. If his-
toric-preservation tax credits are used, review by the fed-
eral government is also required. Differences of opinion
among the various review boards often add time to the
review process. 

Local building codes often are seen as barriers to the
rehabilitation and renovation of historic structures.
Many codes require bringing the entire building up to
current building standards, even if only a portion of the
building is being renovated. Many apply the same stan-
dards to rehabilitation as they do to new construction.
Realizing that applying new construction requirements
to rehabilitation projects was causing the destruction 
of the state’s older building stock, New Jersey in 1998
enacted a special rehabilitation code with more realistic
requirements. Thereafter, rehabilitation activity increased
by 60 percent.61 Wilmington is among the cities and
Maryland among the states that are using the New Jersey
rehabilitation code as a model for revamping their codes. 

The conversion of the Bass High School to
housing includes units in a newly construct-
ed building, many of whose tenants have
put themselves on the waiting list for reno-
vated loft units in the historic school and
gymnasium buildings.
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