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WHAT 1s COMMUNITY INITIATED

DEVELOPMENT!?
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BACKGROUND

here was a time when development was left to

developers. The public sector — including lo-

cal and state government — established the
parameters within which development could take
place through zoning ordinances, building codes, com-
prehensive plans, historic districts, and subdivision
ordinances, and then got out of the way in hope that
development would follow. And often it would.

But over the past 30 years, many city leaders
have discovered that this passive role in the real es-
tate development process did not result in the amount
and kind of reinvestment in their communities they
had hoped for — particularly in downtown fand and
buildings. Local development advocates realized that
there were times when the private sector either could
not or would not undertake certain development
projects deemed important to the overall community,
The development incentive was invented to encour-
age the investment of private capital into projects
broadly defined as being in the public good. A devel-
opment incentive is an inducement provided by a pub-
lic or nonprofit entity to stimufate private investment
in targeted ventures. There are a myriad of develop-
ment incentives that range from grants to loans to tax
abatements. Development incentives have been used
to encourage the development of office buildings,
downtown hotels, industrial parks, housing, research
centers, the rehabilitation of historic structures, day-
care facilities, and parking lots. In many cases, these
incentives have achieved remarkable success in at-
tracting private capital, and they remain an important

implement in a4 community’s economic development

tool chest.

But there remain certain projects that require
active participation from the public or the nonprofit
sectors, These projects come under the heading Com-
munity Initiated Development (CID) and are coordi-
nated by what will be referred to throughout this work-
book as a co-development team. (A full description
of the co-development team is provided on pages 11,
13, and 14.) While there is an infinite variety of ac-
tivities that might constitute a CID project, each is
distinguished by four characteristics:

1. The idea originates from the public or nonprofit
sectors, not from a private-sector developer.

2. The co-development team is part of the process
until the development is completed, whether or
not a private-sector developer ultimately is in-
volved.

3. There is substantial commitment of public or non-
profit resources to the development. These re-
sources would include money and other nonfinan-
cial resources as well.

4. The project itself is deemed to have substantial pub-
lic benefit in addition to the financial returns the
building generates.

The kind of projects conducted as CIDs vary
widely. Examples include the rehabilitation of an old
hotel as housing for senior citizens, the redevelop-
ment of a vacant department store building as county
offices, the construction of a mixed-use commercial
development on a vacant city lot, and the reuse of an
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INTRODUCTION

industrial building as a community arts center. The
possibilities are limited only by a2 community’s imagj-
nation, resources, and willingness to take risks.

But not every potential project is suitable for
this development approach. When should community
initiated development be considered? There are at least
eight situations when such action might be taken:

1. When the private sector can’t act.

2. When the private sector won’t act.

3. When it is essential to influence the character, qual-
ity, use, scale, or timing of appropriate develop-
ment.

4. When the development is an extension of public
purpose or a public benefit is accrued.

5. When the development can be a catalyst for addi-
tional activity.

6. When a nonprofit organization has to serve as a
conduit for public or foundation money.

7. When major infrastructure is required.

8. When the use of eminent domain is necessary.

it would not be unusual for several of these situ-
ations 1o exist simultaneously. But the most common
would be that the private sector can't act and that the
private sector won’t act. Why couldn’t (or wouldn’t)
the private sector undertake the identified develop-
ment on its own? There might be several reasons:

* No financing is available.

* Financing is available, but the amount, interest
rate, loan term, or other conditions of the financ-
ing make the project unfeasible.

¢ There is a high degree of actual risk.

* There is a high degree of perceived risk.

* The necessary property cannot be acquired,

*» The scale of the project is either too big or too
small to interest qualified developers.

* The perceived or actual risk exceeds the perceived
or actual reward available from the project.

e The public will benefit significantly from one or
more components of the project, which generates
costs but not returns to the developer.
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* The project is not net revenue producing.
* General economic conditions are discouraging for
development,

*  Other investment alternatives are more attractive.

* There are inordinately high transaction costs as-
sociated with the development.

* The cost of the project is greater than the value of
the completed development.

Several of these barriers to private-sector activ-
ity may exist concurrently.

UNDERSTANDING THE GAP BETWEEN
CosTt AND VALUE

The main reason for lack of private-sector action is
when the cost of a project is greater than the value of
the completed development. Cost is the sum of the
dollars required from the conception of a develop-
ment idea to the point of project completion and oc-
cupancy. Value is what potential participants in the
marketplace are willing to pay for the right to use,
buy, occupy, or lease the property. Value is sometimes
defined as “the present worth of future benefits.” In-
cluded in the investor’s value equation will be antici-
pated returns from the rents collected each year, any
tax savings the property generates for the owner, and
the anticipated proceeds when the property is ulti-
mately sold. To the extent that cost exceeds the esti-
mate of value, 2 gap exists in the economics of the
transaction. The ultimate purpose of virtually every
development intervention tool is to help close that
gap. (There is a more complete discussion of the gap
in Step A-11.)

A small gap in a desired development may be
filled through the use of relatively minor intervention
tools such as a short-term tax freeze or a waiver of
permitting fees. The greater the gap, the more inten-
sive the level of development intervention is required
for the project to go forward.

In brief, small cost-value gaps can be resolved
by using development incentives without the assistance
of a CID process. But larger gaps may well require
the focused attention of a CID program. While not all
development projects will require a CID to fill the cost-




value gap, every instance of community initiated de-
velopment will require the use of development in-
centives to help close the gap. For development in-
centives to be effective, however, public-sector par-
ticipants must understand not only their own needs
and desired outcome from the project but the needs
and standards of measurement of the private-sector
investors as well.

Forces OF VALUE

The essence of the development process, whether tra-
ditional or community initiated, is the creation of value.
In real estate economics, the four factors that affect
value, known s the forces of value, are physical, eco-
nomic, social, and political. All four of these forces
must be used to create value in the CID process. For
instance, factors that will enhance value include physi-
cal forces such as painting a building, economic forces
like Favorable financing, social elentents such s neigh-
borlood support for housing, and political forces per-
haps found in rezoning. Because your project is diffi-
cult, complex, and important from a community stand-
point, all forces of value must be addressed. These
are used as an organizing method throvghout the CID
process.

How CoMMUNITY INITIATED
DEVELOPMENT BEGINS

The CID process usually begins when someone says,
"Somebody ought to do something about...” The
speaker might be a city planner, « member of the
county commission, a local preservation advocate, 2
neighborhood activist or a downtown development
MANIGET.

Motivation for action is either property-driven
or use/need/idea-driven. The property-driven ap-
proach begins when someone takes notice of the physi-
cal environment. Property-driven motivations for de-
velopment are refated to specific sites or buildings
that reflect negatively on the commercial or residen-
tial district. In this approach you might hear:

“Somebody ought to do something about. ..

...the old hotel that's not being used.”

INTRODUCTION

..the empty lot on Main Street.”
..the vacant library.”
..the upper floors in those downtown buildings.”

In the use/need/idea-driven approach, commu-
nity initiated development is driven by the need to ad-
dress an economic, cultural, or social issue in the
commercial district or neighborhood. In this approach
you might hear:

“Somebody ought to do something about...
..putting some affordable housing in the
neighborhood.”
..alracting some quality retailers downtown.”
..developing a hotel near the convention center.”
..providing a day-care facility for downtown
employees.”

The CID process combines both driving forces
by either finding a use/need/idea for a specific prop-
erty or by finding a specific site in which the use/need/
idea can be accommodated.

Regardless of motivation, when the statement
*Somebody ought to do something about...” becomes
“We ought to do something about...,” the CID pro-
cess has begun.

REDEFINING THE DEVELOPMENT
Process
The development process is simply the series of steps
that turn an idea for a development into x completed
project. The process is the same whether the idea is
initiated by the private sector or by the community,
The word “developer” often conjures up visions
of the high-rolling out-of-towner investing millions of
doliars in a megaproject and getting rich in the pro-
cess. But most development, and most traditional de-
velopers, does not fit that description at all. More
often development is a small-scale, overwhelmingly
local process, and is frequently undertaken by indi-
viduals who would not describe themselves us devel-
opers at all. The hardware store owner who builds
his or her own facility, the young couple who con-
verts an old mansion into a bed-and-brealdast inn,
and the financial institution that adapts a gas station
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INTRODUCTION

for use as a branch bank are all developers. They are
developers because they began with an idea which
they pursued through the development process until
they had an occupied facility. These people are also
traditional developers in that they: (1) contribute
equity fo the projects; (2) own the finished products;
and (3) receive the financial returns the projects ul-
timately generate,

In community initiated development, however,
a developer is a person or entity who identifies a prob-
lem or an opportunity and brings together all the re-
sources — human, financial, and physical — for the
solution. Based on this definition, the CiD developer
may or may not coniribute equity funds, may or may
not have an ownership position, and may or may not
share in the financial returns. It is the initiation, fa-
cilitation, and implementation of the development
process, and not necessarily the monelary reward,
that distinguishes a CID developer from 2 private de-
veloper.

THE PURPOSE OF THis
W ORKBOOK

As soon as someone makes a “We ought to do some-
thing about...” kind of statement, one of two things
usually happens to sabotage the catalyst for commu-
nity initiated development. One deterrent is when the
interested parties ask themselves what they are sup-

. posed to do, they realize they don't know and give up.
The second is when the parties try to search for a
traditional developer to take on the project but either
do not find a willing developer or find the terms and
conditions for a developer’s participation unaccept-
able. In this case, responsihility for the development
is left in the hands of the people who thought of the
project — a group inexperienced in the development
process.

The development process is intimidating. It is
long and seemingly complicated. But it is the defini-
tion of the steps, their sequence, and their interrela-
tionship that makes the development process com-
plex, not the steps themselves. A reasonably compe-
tent and committed group of amateurs, with some
outside expertise, can complete the steps. That does

not mean that the development itself will be easy —
it won't. But the process presented in this workbook
makes it possible for the group to make informed
decisions about the development. Most of the CID pro-
cess involves determining how and when the devel-
opment should proceed and less with huilding the
project. (This is true in traditional development as
well.)

Since your group has decided to become the
developer of a project, it will need guidance through
the process. One of the steps suggested by this work-
book is to consider hiring a traditional developer.
However, that decision and the selection of the ap-
propriate developer comes later in the CID process.
Your group must take many other important steps first,

How To Use THis WoORKBOOK

This workbook is a reference guide to community
initiated development. Although certain development
terms are defined, this is not a dictionary. Nor is it an
encyclopedia of the detailed $teps of the development
process; however, an outline of the steps are pro-
vided. This guide also does not serve as a “how-to”
manual; real estate development is an individualized
and localized process so the precise steps will vary in
every instance,

This CID workbook is more comparable to an
atlas. The following pages offer a series of “maps” to
guide you through the development process: action
plans, checkdists, matrices, and tables are designed
to help your team evaluate which of several routes
are most appropriate for your project. The “maps”
will also help you organize your trip through the de-
velopment process so you complete alf necessary steps
before moving on. These activities will help your team
identify issues that need to be addressed each step
along the way. Not every activity needs to be completed,
but if a step is omitted, it should be by a conscious
decision on the part of the co-development team based
on the characteristics of your particular project.

The workbook is divided into the five stages of
the CID process: Concept, Analysis, Preparation, Imple-
mentation, and Operation. Each stage begins with an
action plan that includes:
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* The steps within that stage.
e A column for additional comments.

* A column for checking off which steps will be re-
quired.

* Blank steps that allow the for your project devel-
opment team {o identify and complete tasks par-
ticular to your project.

*  Columns showing who is responsible for complet-
ing cach step and a timeline for his or her work.

To work through your CID project, start with
the Concept Stage Action Plan and proceed from there.
At the end of each of the first three stages (Concept,

Analysis, and Preparation) is a point at which certain
decisions need to be made. Based on what was learned
during that stage of development, the co-development
team must decide to abandon the project, reconsider
that stage, return to an earlier stage, revise objectives
or contributions, or proceed to the next stage. These
periodic stopping points are necessary since every time
the decision is made to proceed to the next stage, the
cost of proceeding increases geometrically. (A descrip-
tion of time and money budgets is presented on pages
19.) The appendices include a cross reference of each
step in the CID process. When undertaking any one
step, it may be useful to refer to the refated steps as
well.

The chapters of this workbook correspond to
the five stages of the CID process: Concept, Analysis,
Preparation, Implementation, and Operation. To help
guide you, the descriptions and instructions for each
stage is numbered and lettered to match the steps in
the action plans. All of the activity sheets (tables,
checklists, and matrices) are also numbered and let-
tered to match their corresponding steps. For example,
an early step in the Concept Stage is assembling the
co-development team. That step is identified as C-2
and the associated activity sheet identified as Form C-
2. All steps and activity sheets in the Analysis Stage
have the prefix letter A. Steps and activity sheets in the
Preparation, Implementation, and Operation Stages
have the letters P, 1, and 0 as identifying letters, re-
spectively.

INTRODUCTION

While this workbook provides you with a struc-
tured system of questions, it does not provide an-
swers. The answers can only be found locally. At the
end of some steps is advice on likely sources of infor-
mation — experts you might call on to help you
through that step or references to consult for a more
complete description of that step in the development
process.

Finally, the an interactive CD is included with
this workbook to help you organize your record-keep-
ing and facilitate quicker calculations. All worksheets
corresponding with the steps of the CID process are
presented in both Microsoft Excel spreadsheets as well
as in Adobe Acrobat PDFs. The Excel spreadsheets
have built-in formulas to assist you with calculations.
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he Concept Stage is like a well-written first para-
graph in a newspaper story. It should answer
who, what, where, whep, and why:

e Who is going to be part of the development team?

o Where will the development take place?

* Who is going to use the development when it is
completed?

¢ When will the steps in the development process
happen?

* Why is community initiated development the ap-
propriate solution?

» What kind of a project is being undertaken?

The development process itself is the “how.”

The Concept Stage begins with the identifica-
tion of the opportunity and ends with the decision of
whether to quit, revise the concept, or proceed with
the project.

CONCEPT STAGE ACTION
PLAN

Start by reading through the list of actions required
on the following action plan and checking those that
seem o be necessary for your project. If you are un-
certain if a step is necessary, check it anyway. It is
easier to delete a step later than to try 1o do without
one that was necessary. Also, note that lessons learned
in several of the steps are used in subsequent stages,
s0 it is best to review all of the steps.

The Concept Stage action plan should be com-
pleted by the entire co-development team. Therefore,
it will probably be necessary to defer steps C-3 through

CONCEPT STAGE

L R N e A I N A R

C-13 until the team is assembled. For each step, as-
sign an individual on the team to be responsible for
its completion. The person responsible for a particu-
lar step and the team need to agree on the start and
completion dates.

Although different individuals will be respon-
sible for handling each step, community initiated de-
velopment is a group process. When a step is com-
pleted, the development team needs to be advised of
the findings. Some steps, particularly the decision
point, will huve to be performed by the co-develop-
ment team as a whole,

C-1. IDENTIFY OPPORTUNITY

The first step in the Concept Stage is to identify whether
your proposed development is a property-driven op-
portunity or a need/usefidea-driven opportunity. As
explained in the introduetion, a property-driven op-
portunity is based on a building or a site that seems
appropriate for development or redevelopment. A
need/use/idea-driven opportunity stems from 4 social
or economic need rather than a location. Parts of the
Concept and Analysis Stages will require unifying these
two driving forces by either finding a use for the prop-
erty or finding a location for the use.

Itis crucial that the co-development team cop-
sider a number of uses for a property-driven opportu-
nity and that several alternative sites are considered
for a need/use/idea-driven opportunity.

Occasionally, a CID project begins with both
the property and the use already established in the
minds of the participants. In the best of circumstances,
community initiated development is a difficult pro-
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cess and being flexible is important asset for adapt-
ing to changes and overcoming many hurdies. Com-
miiting to a particular use or a specific site too early
in the process reduces flexibility and threatens suc-
cess.

1f you have a property-driven opportunity, you
need to begin thinking about a wide range of alterna-
tive uses. You also need to find out basic information
about the building:

* Who owns it?

+ How big is the building and/or the lot?

o s it for sale or lease?

* If so, what are the asking price and terms?

»  What are the taxes?

* Are there any encumbrances (morigages, liens,
easements)?

* Would the owner consider participating in the CID
process?

If you have & need/use/idea-driven opportunity
you need to begin thinking about pussible locations.
And you need 1o establish geographic boundaries for
your search.

/ SOURCES OF INFORMATION OR EXPERTISE \
Buaping Owwer
CramseRr oF CoMMERCE
Crry Piavaase Ories
Comsircin Real Estare Broser
County Assessor’s OpricE (OR OTHER TAXING AiiTi{{)Rﬂy

-

C-2. AssemeLE A Co-
DevELOPMENT TEAM

Community initiated development is distinguished
from traditional development in two important ways.
First, CID is decidedly a group process, whereas tra-
ditional development is generally directed by one per-
son or entity. Second, the participants in a CID project
may not receive the returns on their investment in the
form of monetary rewards. A driving force for a CID
project is the broader and often noneconomic ben-
efit it will provide the participants and the commu-
nity.

CONCEPT STAGE

Because of these two factors, probably no single
step in the entire CID process is more important than
assembling the co-development team. In traditional
development, the developer can hire and fire partici-
pants at will. But, with a few exceptions, co-develop-
ment teamn members will work on the project from
start to finish and, thus, must be willing to partici-
pate in a cooperative effort.

All co-development team members need to be
competent, commitied to the project, and motivated
t0 be involved. Team members must have realistic
expectations. 1t is this competence, cdmmilmem,
motivation, and realism that will most affect the
chances for a successful project. Additionally, an ideal
co-development team member will have 4 combina-
tion of the following:

+ Cash to invest in the project.

*  Access to money, decision makers, volunteers, and/
or information.

* Technical expertise in some area of development.

s Community credibility.

Itis also very helpful to have a team member who has

a use for the building or a property 1o be developed.

It is recommended that the co-development
team does not exceed seven members, It might be
wise 10 start with less than that number so you can
recruit additional members as needs for specific at-
tributes arise.

Since successful community initiated develop-
ment requires participation from the public and non-
profit and private sectors, it is beneficial to have at
least one team member representing each of these
areas. Since numbers are limited, it will be impor-
tant not to duplicate skills. For example, having the
president of the local historic preservation organiza-
tion as 4 member might be very useful for his or her
expertise in rehabilitation, access to volunteers, and
working relationship with the city planning office.
But, having the vice president of the same organiza-
tion on the team as well may eliminate opportunities
to recruit individuals with other useful skills.

You should also include one person on the team
who has participated direcily in the traditional devel-
opment process as either a developer, lender, or ar-
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chitect. Occasionally, an ideal co-development team
member might choose not to become involved ini-
tially because of a real or perceived conflict of inter-
est later on. For example, a general contractor might
decline to participate fearing that being 4 member of
the co-development team might preclude him or her
from bidding on the project later. Such issues con-
cerning polential team members need to be addressed
locally as appropriate.

Form C-2 lists several examples of typical team
menbers. It might also be useful to review the Jist of
technical assistance team members found in Form A-
5. Several members on that list are marked with an
asterisk to denote possible appropriateness as mem-
bers of the co-development team.

As individuals, the co-development team mem-
bers need to be committed, motivated, and compe-
tent. As a group, they need to be diverse, flexible
team players who are willing to take some risks.

C-3. DeriNE RoLe ofF Co-
DEVELOPMENT TEAM
MEMBERS

OgjecTivEs oF Co-DEVELOPMENT
Team MEeMBERS

As discussed, the important characieristics of a co-
development team member are competence, com-
mitment, and motivation. Since the CID process is an
extended one, often lasting two or three or more years,
involvement on the part of team memebers must be
long term. Each co-development team member must
have a vested interest in helping the project reach a
successful conclusion. This vested interest does not
have to be monetary — for most of the team mem-
bers it won't be. But there does have to be a clearly
defined benefit for the individual team member or
the group he/she represents that will be met through
the successful completion of the development. These
benefits are referred to as the objectives of the co-
development team. The objectives need to be writ-
ten, they need to be concise, and they must be spe-
cific. Each member should write his or her own ob-
jectives and then candidly present them to the team.

CONCEPT STAGE

Each objective should answer: Why are you per-
sonally involved in this project? The response should
be a single sentence beginning with “I want...” An
objective that states, “I want downtown Elmville to
be a nicer place,” is not sufficiently specific.

Here are some examples of appropriate objec-
tives:

Banker: "1 want 1o make a loan to this project at a
rate two points above prime, for a term of no
longer than 15 years, in an amount not greater
than 50 percent of the cost of the development.”

Preservationist: “T want the Jones Building redevel-
oped within the Secretary of the Interior’s Stan-
dards for Rehabilitation.”

Architect: "I want the contract for the architectural
services when the building is built.”

Downtown development manager: “ want the re-
development of this building to reestablish down-
town s the widely recognized center of this com-
munity.”

City council member: “I want this project to be this
year’s public works commitment to my ward.”

These are all perfectly valid objectives reflect-
ing sufficient vested interest so that the participant
will remain an active member of the co-development
team. Most members will have more than one objec-
tive; Form C-3A allows for up to three objectives per
member.

THe Forces ofF VALuUE

The co-development tean’s objectives should be cat-
egorized in the context of the forces of value outlined
in the Introduction. All four forces should be repre-
sented among the objectives. In the examples above,
the banker's and the architect's objectives are eco-
nomniic. The preservationist’s objective is physical. Not
surprisingly, the council member’s objective is po-
litical and the development manager’s is social.

Not every objective will be clear as to which
force of value it reflects. But the co-development team
must attempt to categorize each by asking: Is that
objective primarily economic, social, political, or
physical?
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CONCEPT STAGE

CoNTRrIBUTIONS OF CO-
DeveLoPMENT TEAM MEMBERS

As stated earlier, the objectives of the co-development
team members represent what each wants to receive
from the project. It bears repeating that each
individual’s vested interest is not only acceptable but,
in fact, essential to sustain interest and participation.
In return, each member must be willing to put some-
thing into the project.

The co-development team’s contributions fall
into nine categories:
* Money
¢ Land and/or building
* Time and/or expertise/knowledge
* Occopancy
* Public or political support
* Nonmonetary support
* Seed money
* Fund raising \
+  Other locally identified need

After completing their objectives, the co-de-
velopment team members need to identify what their
contributions will be and the amount or nature of
that contribution. A team member who has objec-
tives but no contributions does not belong on
the co-development team. The contributions should
be stated as specifically as possible; therefore, “I will
devote time to this project,” is not sufficient. It is
appropriate to state, " will devote 10 hours per month
in addition to the time spent in meetings with the co-
development team.” Form €-3B is used to identify
the specific contributions of each team member.

While this is a group process, one member of
the co-development team needs to become the project
leader at this point. Development hy committee can
work, but only with one team member designated to
keeping the process moving in the right direction.

*
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C-4.CONSIDER
APPROPRIATENESS OF
COMMUNITY INITIATED
DEVELOPMENT

It may seem too late, now that the co-development
team has been assembled and a property or a use has
been identified, to ask if this is an appropriate project
for community initiated development, It is important
to realize that throughout the CID process your team
will be asked why it is trying to do this project. Per-
sons such as city council members, bankers, mediz
represeniatives, and real estate brokers will wonder
why, if it is such a good idea, isn'ta private developer
working on it. But, the whole point of community
initiated development is not to repliuce private devel-
opers, but to act when the private sector cither will
not or cannot. Thus, the co-development team must
be prepared to persuasively respond to these ques-
tions.

Form C-4 provides a checklist for measuring
the appropriateness of your CID project. Most of the
reasons why a traditional developer is not acting have
to do with the economics of the transaction. The co-
development team will be asked these same ques-
tions about economic feasibility by potential finan-
cial participants, whether bankers, equity investors,
grant makers, or local government, Thercfore, it is
necessary to identify from the outset why the private
sector won't act and find ways over or around these
barriers before prudent providers of capital will seri-
ously consider your proposal.

There are ways to accomplish development that
would not otherwise be undertaken by the private
sector alone. But before the appropriate economic
development intervention tools can be idenified or
used, it will be necessary to recognize where and why
the private-sector barriers exist,

On Form C-4, place a check under the “if appli-
cable” column if the statement applies to your project.
If number 1, “Private sector can’t act,” or number 2,
“Private sector won’t act,” applies to your project,
complete the section entitled, “Why Private Sector
Can’vWon't Act.”

CONCEPT STAGE
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C-5 FORMULATE SKELETAL
PLAN

Very little about your project is known for certain at
this point. The basic nature of the development proess
involves uncertainty. Yet, uncertainty can be managed
and mitigated if you recognize at the outset that the
development process will take longer, be more costly,
and probably more frustrating than imagined. It
should be of some consolation to know that this is
almost always true for traditional development as well.

It is necessary at this point-to establish a pre-
liminary budget for your project. It is just as impor-
tant to budget for time as it is for money because
more projects fail for lack of time than for lack of
money. At this early stage it is often easier to start at
the end and work backwards. For instance, you might
start with the decision that the process through the
rent-up of the property (Step 0-3 of the Operation
Stage) should be completed within the next three years.
The four carlier stages, will then have to be com-
pleted in less than three years. As a rule of thumb,
the total time required to complete a project can be
represented by the following percentages for each
stage:

Concept 5-20%
Aﬂ?ll}’SiS 10 - 20 %
Preparation 15 -20%
Implementation 30 — 60 %
Operation*® 5 —15%

100%

(*Through rent-up only)

Using the previous example, a preliminary time
budget of three years (or 156 weeks) would be bro-
ken down as follows for the five stages of develop-
ment:

Concept 8to 31 weeks
Analysis 16 to 31 weeks
Preparation 23 to 39 weeks

Implementation 47 to 94 weeks
Operation 8 1o 23 weeks

This is not a stringent time budget. It can and
probubly will be revised several times during the CID

CONCEPT STAGE

process, but devising un initial rough estimate is im-
portant. The same is true of the money budget. At
this stage you simply do not have enough information
to know all the financial answers, but you must start
somewhere. Again, costs must be budgeted across al
five stages of the development process. The rule-of-
thumb proportions for allocating money are as fol-
lows:

Concept 0-5 %
Analysis 5-15%
Preparation 15 - 30 %
Implementation 40 — 75 %
Operation 5-W%
100 %

Plus: Acquisition Cost

For example, if the co-development team ini-
tially estimates that the total project can be accom-
plished for $500,000, then the money budget would
be allocated within the following ranges:

Concept $0 — $25,000
Analysis $25,000 — $75,000
Preparation $75,000 — $150,000

Implementation  $200,000 — $375,000
Operation* $25,000 - $50,000
(*Through rent-up only)

Note that the above percentages do not include
acquisition cost. If, for example, $50,000 is required
to buy the property, then only $450,000 will be left
to be budgeted to the five stages.

You must keep in mind that this is only a first
attempt at both the time and money budgets. They
needn’t be exact at this poing; in fact, they cannot be.
But without a starting estimate of how much time
and money are involved, it is difficult and risky to
proceed. Use Form C-5 to record the first drafts of
your time and money budgets. Later in the CID pro-
cess you can prepare more specific and detailed bud-
gets when additional information becomes available.
Form C-5 should also be used to record the revised
budgets. A space is provided to note the date of each
revision.
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/ Sources oF INFORMATION OR EXPERTISF:\
APPRAISER
ARCHITECT
Co-peveropment Tram
Commercial Cost Mastals
Commererar Rear Estare Broker
Cost Esmimsror
TraDimionaL DeveLover
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C-6. IDENTIFY INFORMATION
SOURCES AND ASSEMBLE
AVAILABLE STUDIES

The purpose of approaching development through a
staged process is to identify and reduce the level of
risk. Risk (and corresponding opportunities) are dis-
covered through information. Therefore, the next step
in the CID process is to find out what information is
available and where it is found.

In every community, regardless of size, there
are dozens, often hundreds, of reports of varying de-
grees of usefulness that are available from city plan-
ning offices, libraries, banks, newspupers, and the
chamber of commerce. At this stage in the develop-
ment process when almost nothing is known, almost
everything is useful.

Traffic counts, population studies, appraisals
of projects that were not completed, building inven-
tories, radio station listening patterns, real estate mul-
tiple listing service catalogues, municipal budgets,
and maps all contain some bit of information that
the co-development team will find useful now or later
in the development process. Often it takes reading an
entire report {o discover the single kernel of infor-
mation that is useful, or perhaps even crucial. The
basic rule of this information gathering stage is: if it
might be useful take it, borrow it, copy it, or buy it.

Don't be reluctant to ask for information even
if you don't know precisely what it is you are looking
for. When seeking unknown information, you might
sy, “A group of us is looking into the possibility of
creating housing downtown (or whatever your project
would be). Do you have any information that might
be of help?”

CONCEPT STAGE

The following are most likely to be useful addi-
tions to your development library:
» Population studies
» Economic base studies .
¢ Job growth studies
e Comprehensive plans
* Historic district ordinances
» Zoning ordinances
¢ Subdivision ordinances
» Market analyses
« Radio/television/newspaper market studies
o Appraisals :
» Offering brochures
* Recruitment brochures

Form C-6A lists reliable sources that should be
contacted for information. Since you will often be
dealing with the unknown, the column entitled “What
is Available” might need to remain blank until after
the initial visit is made to that source. A member of
the co-development team should be assigried the task
of keeping up with local happenings that might have
an effect on the proposed project. The newspaper,
city council minutes, planning commission agendas,
and advertisements should all be reviewed and saved
as potentially useful information.

When materials are assembled, a team mem-
ber should write 2 one-page summary. Executive sum-
maries will condense the information since there will
be too much of it for everybody involved in the project
to read everything. If the executive summary is sev-
eral pages, keep condensing it until it is no longer
than one page; you will always have (or have access
to) the entire report when necessary. If you cannot
summarize the report on one page, others will not
read it! Use Form C-GB for the summaries.
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CONCEPT STAGE

C-7. WHere CaN WE GeT
Low-CosTt/No-CosT
HeLp?

At this stage your project is short of financial resources.
If it wasn't, community initiated development prob-
ably would not be necessary, While a successful project
will raise funds, it is unlikely that money will ever be
overabundant in this process. Therefore, it is neces-
sary to identify and recruit affordable help.

The type of help needed generally falls into four
categories: Expertise, support staff, administrative as-
sistance, and information. Support staff should in-
clude clerical and bookkeeping skills. Administra-
tive assistance comes in the form of photocopying,
telephone, meeting facilities, and, perhaps, office
space. Your alternatives are limited only by the will-
ingness of potential donors and your willingness to
ask. Someone might give you a photocopy machine,
or let you make free copies, or do copying for you.

Money is certainly important in the CID pro-
cess, hut the kinds of assistance described above are
extremely valuable as well. The following lists include
iwo types of individuals or groups who are asked for
assistance: Those who are asked for money all the
time (and frequently provide it) and therefore are
thrilled when someone asks [or something other than
money; and those who would like to be of assistance
but don’t have money to contribute. Some, such as
small business assistance centers (usually affiliated
with colleges) and the Small Business Administra-
tion 4re in business solely to assist new businesses.
Additionally, these two sources of inexpensive help
are also great sources for information.

ExPERTS
 Small business assistance centers
» SBA/SCORE
* High school teachers
* College professors
¢ College students
» Conlingent fee takers

ApMiniSTRANIVE/MISCELLANEOUS

* Local government

* Chamber of commerce

* Foundations

+ Banks

» [tilities

* Local professionals
SurrorT StAFF

¢ Local government

¢ Chamber of commerce

* Banks

o Litilities

¢ Local professionals

* Volunteers
INFORMATION

e National data services

* See Form C-6A

Where there is a specific task for any of these

people or groups to perform, you should ask for help.
The worst they can do is say no. In addition, individu-
als who were asked, but declined, to serve on the co-

development team should be asked to provide other
kinds of help.

C-8. ReviEw AVAILABLE
INFORMATION

Now that basic information has been gathered and
the co-development team is in place, it is time to
evaluate your situation. The one-page summaries of
the studies you collected should be read and discussed
by the co-development team members. It is impor-
tant to identify and separate the information that is
helpfut to your project from that which is detrimen-
tal. It is very likely, at this point, that the “bad news”
will outweigh the “good news.” This likelihood does
not necessarily constitute a reason to quit the project!

BARRIERS TO DEVELOPMENT
The studies and materials you have gathered and the
conversations the team members have had with oth-
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ers will produce a list of obstacles. These barriers to

moving forward will fall into four categories:

= Physical constraints (The building is too small
for a 40-room hotel.)

* Legal limitations (The state constitution prohibits
the city from being an equity participant in a de-
velopment project.)

» Political constraints (The mayor wants to tear
that building down.)

¢ Market demand or acceptance barriers (No-
body has been successful in trying to establish
downtown housing.)

There certainly will be financial constraints as
well, butnot enough is known at this point to weigh
the financial barriers. A brief synopsis of the barriers
to continuing the development should be entered on
Form C-8A.

OPPORTUNITIES AND BENEFICIARIES
By now you should have learned enough about the
development, the opportunities it will offer, and for
whom to make an effective sales pitch. Since com-
munity initiated development is « selling job from
beginning to end, you will need to convinced the com-
munity {and its component parts) of the specific ben-
elits it will receive from the project. Thercefore, it is
‘necessary o identify the project’s beneficiaries and
their particular opportunitics in order to make an
effective sales pitch. Again, the forces of value are
used as an organizing mechanism.

While the opportunities for many people may
be economic, there may be other types of opportuni-
ties as well. For example, 2 mayor might gain 4 po-
litical opportunity to appease preservationdsts when a
historic building is rehabilitated. A neighborhood club
might take advantage of a social opportunity presented
in a community room of a new housing development.
Also, an adjoining property owner would have a physi-
cal opportunity to share a to-be-constructed parking
garage. Any of these might be enough to enlist the
support of divergent and occasionally adversarial in-
terests. Use Form C-8B to identify potential benefi-
ciaries and their opportunities.

CONCEPT STAGE

PrOFILE OF PrOJECT

The last task in this step is to write a one-page sum-
mary of your project. A movie producer once said, “If
you can't write yonr idea on the back of my business
card, you don't have a clear idea.” Community initi-
ated development is much more complex than movie
plots; give yourself a whole page!

Ifyour project is a property-driven opportunity,
the page should be devoted to the most salient facts
about the property, why it should be developed, and
who the beneficiaries would be. If the project is a
need/use/idea-driven opportunity, the page should
spell out what the idea is, why it is needed, and the
project’s beneficiuries. You can get almost anyone to
read one page; keep reducing and summarizing your
project until it meets the one-page test. Then transfer
your synopsis to Form C-8C.
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C-9. IDENTIFY SEED MONEY:
Source AND UsEe

Early in the CID process there is no certainty that the
project will go forward, no collateral against which
to borrow and rarely any money in the bank. Bot
there is need for cash! Plans, studies, and profes-
sional and administrative services are all necessary
early in the process, yet there is no money to pay for
thens. This is why you need seed money, a very high-
risk, early contribution that will almost never be re-
paid if the project does not go forward (and most of
the time not even then). A reasonable estimate is that
one 1o three percent of the total expected project
budget will be necessary as seed money. Seed money
requirements of five percent would not be uncom-
mon.

Ideally, seed money will come in the form of
cash, but since much of this money will be used to
buy services, the contribution of those services (in
whole or in part) also could constitute seed money.

Grants are the optimum source of seed money
and could come from any of the following entities:

* City government

* Foundations (particularly community founda-
tions) ,

e Nonprofit organizations

* Banks

» State agencies ’

* Local development corporations

Other sources of seed money to consider are;

* Early investment by an equity participant, perhaps
in exchange for a preferential return if and when
the project goes forward.

*  Members of the co-development team.

¢ Members of the technical assistance team. While
the selection of the technical assistance team isn’t
called for until the Analysis Stage (Step A-5), if
individual members have already been identified,
their contributions might be through money, ser-
vices with payment deferred, or services on a con-

CONCEPT STAGE

tingeni-fee basis, which would not have to be re-
paid if the project does not come to fruition.
* Contingent loans (particularly from nonprofits or

foundations) that would not require repayment if
the project is not completed.

¢ Donated expertise.

* Fublic-sector expertise from planners, architects,
engineers, public works officials, and financial
analysts at city hall.

The list included in “Sources of Low-Cost/No-

Cost Help” (Step C-7) also should be reviewed for

other possible providers of seed money (or services).

Form C-9 should be used to identify the ex-
pected uses for seed money, the amount required,
and the likely source for that seed capital.

/ SoURcEs OF INFORMATION OR Exrm':ss‘\

APPRAISER i

ARCHITECT

Baxkrr
Co-neveropsent Team
Locat Founparions
Locat, Nosprowit Execirive Direcrors
Proressionst Fuprasers

\ Trapimoxa DeviLoeeg

/
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C-10. EVALUATE
INVESTMENT CLIMATE

Your project, if successful, will require investment,
most likely from a number of sources. But investors'
attitudes toward a project do not emerge solely from
within the boundaries of the proposed development.
Investment of all kinds takes place within economic,
political, social, and physical contexts (those forces
of value, again). If the investment climate for your
project was excellent in all regards, the private sector
would be undertaking it and community initiated de-
velopment would be unnecessary.

The climate does not have to be excellent at the
moment, but it does have to be evaluated. Among the
indicators of the investment climate are the answers
to these questions:

¢ What are the attitudes of potential lenders toward
your target area in general and your proposed
development in particular?

*  What are likely sources of investment?

* What is the attitude of the public toward invest-
ment in the target area?

»  What is the history of investment in the area?

* What is the attitude of the public sector toward
investment in the area?

¢ What is the general physical condition of the tar-
getarea? -~

. ¥ N . -

* What is the pattern of investment in the target
area? (By whom? For what? How recently? What is
the geographic pattern?)

Use the matrix in Form C-10 for rating the in-

. vestment climate,

CONCEPT STAGE

\

Sources OF INFORMATION OR EXPERTISE
ACCOUNTANTS
Bankers

Crry Counoin MempeRs

Ciry Pusuic Works & Buiping Pervit PERSONNEL
BoEsSTMENT Brokers
NEIGHBORHOOD ACTIVISTS
Personar. OBSERATIONS
Pusnic Recgros

/’

Reas Estate Broxers

- /
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C-11. CoMpARE
OBJECTIVES,
CONTRIBUTIONS, AND
INVESTMENT CLIMATE

This step in the Concept Stage does not require any
new work, research, or analysis, It is the point at
which you should compare what has already been
learned. There are two parts to this step: (1) compar-
ing the objectives of cach co-development team mem-
ber with their respective contributions; and (2) com-
paring the objectives with the investment climate.

Comparing objectives with contributions allows
the entire co-development team to evaluate if what
each individual is willing to give is in balunce with
what each wants out of the project. You should con-
sider not only the amount of the contribution, but
also the timing and risk the contribution reflects. For
example, it is not particularly valuable if a city coun-
cil member offers to support funding for 4 project
but only if the mayor and other council members
will commit to it. On the other hand, a bank provid-
ing carly seed money and })romisiﬂg clerical support
as needed might be extreémely impeortant.

Everybody's contribution does not have to be
equal; but ever;’budy's contribution should be appro-
priate to his or her objectives. At this pdint it might
be necessary for some co-development team mem-
bers to scale back their objectives, increase their con-
tributions, or both.

Earlier you defined the team’s objectives as eco-
nomic, social, political, or physical. The investment
climate was evaluated on the same basis. These two
perspectives now need to be compared to determine
if the objectives seem realistic. It probably would not
be realistic to have a social objective of using the
project as a community center when the neighbor-

CONCEPT STAGE

hood is adamantly opposed to any development. Like-
wise, an objective to receive a 12 percent return on
equity when both the community and the target area
are rated as having a “poor” economic climate will
present a challenging situation. Use Forms C-11A and
C-11B to map out your comparisons,

Steps C-12 and C-13 have been left blank so
that your team can conduct any extra tasks it deems
necessary at this stage.
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CONCEPT STAGE

C-14. DecisioN PoOINT
OPTIONS

You have reached the end of the Concept Stage where
you must make a major decision regarding what ac-
tion you need (o take next. At this point, you can
decide among five choices:

* Abandon the project; in this case, there is noth-
ing clse you need to do.

* Reconsider this stage; returning to an earlier step
in the Concept Stage might be appropriate. For
example, your original plan may have.been to con-
vert the vacant department store into low-income
housing for elderly people, but your research
shows there is plenty of such housing available.
Now you think there may be an opportunity to
house downtown workers instead. This may well
affect your skeletal plan (C-5), members of the
co-development team (C-2), sources of help (C-
7), and other steps. These steps should be appro-
priately revised hefore moving on to the Analysis
Stage.

* Revise objectives.

* Revise contributions.

* Proceed to the Analysis Stage.

You should not proceed unless seed money has
been identified and objectives and contributions seem
to be in balance. The Analysis Stage will take consid-
erably more time and money than did (he Concept
Stage. You need to know now where that time and
money will be coming from.

How long has it taken you to get to this point?
How much money have you spent? Before finally leav-
ing the Concept Stage you may wish to consider revis-
ing the preliminary time and money budgets (Form
C-5). Based on what you have learned to this point
you may be able to determine if you need additional
members on the co-development team and, if so, who
those people might be. Use Form C- 14 to help reach
your decisign,
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