Summer 2002
Federal Reserve Bank
of Boston

Lommunities & Sankint

Netting Venture Gapital
mea FISHING Viliage

i, e

'Edﬂtesﬁ#ﬁght Flscal Times e - -_ e

"l-ﬂ-—lr ""

’Pur-tnershlp in Pawtucket
On_c;. Banker 3 Journey
from NYC to Brattleboro Ty




Gommunities & Banking

The mission of Communities & Banking
is to enhance community and econom-
ic development by exploring effective
ways for lenders to work with public,
private, and nonprofit sectors toward
proactive compliance with the Com-
munity Reinvestment Act.

Editor
Kristin Kanders

Editorial Board
Patricia Allouise
Marques Benton
Ann Eggleston
Jane Katz

Sharon Lesondak
Joanna Stavins
Bob Tannenwald
Kimberly Underhill
Paul Williams

Community Affairs Officer
Marilyn Weekes

Contribute to Communities & Banking.
If you would like to submit an article
for a future issue of Communities &
Banking, contact the editor.

The views expressed are not necessari-
ly those of the Federal Reserve Bank of
Boston or the Federal Reserve System.
Information about upcoming events
and other organizations should be con-
sidered strictly informational, not as an
endorsement of their activities.

Articles may be reprinted on the condi-
tion that the source is credited and the
disclaimer (paragraph above) is used.
Please send copies to:

Kristin Kanders

Editor, Communities & Banking
Federal Reserve Bank of Boston
P.0. Box 2076

Boston, MA 02106-2076

(617) 973-3997
kristin.kanders@bos.frb.org

For free subscriptions contact:
Public and Community Affairs
Federal Reserve Bank of Boston
P.0. Box 2076

Boston, MA 02106-2076
1-800-409-1333
bostonfed.publications@bos.frb.org

Available on the web at
www.bos.frb.org/commdev/html/c&b.htm

THIS ISSUE:

enterprising

investment trends

research review

productive partnerships

first person

21c&b

Netting Venture Capital
from a Fishing Village............... 3

In northern New England, equity capital has often
been difficult for small- and medium-sized compa-
nies to obtain. Keith Bisson shares Coastal Enterprises,
Inc's philosophy of community development venture
capital and explains how others can get involved.

Social Investors: New Patrons
of Community Development.....8

Investors who want to make money while sticking to
personal values are growing in number. Social investors
have typically used screens and shareholder advocacy
in their approach. Now, many are learning about and
investing in community economic development.

Improving Low-Income Policies
in Tight Fiscal Times.............. 14

Iris Lav and John Springer of the Center on Budget and
Policy Priorities provide information to help groups
concerned with low-income families understand how
they might best participate in state policy debates.

Partnerships and Collaboration
Rebuild Communities............... 18

In Pawtucket, Rhode Island, a university and commu-
nity partnership used collaborative planning to
strengthen a neighborhood. Marcia Marker Feld of the
University of Rhode Island describes Woodlawn's
Community Outreach Partnership Center Program.

Changing Direction: One
Banker's Journey from
NYC to Brattleboro.................. 22

Mike Mandracchia leads off this series with his per-
sonal perspective on what it means to be a commu-
nity banker — and the switch in lifestyle from New
York City to a small town in southern Vermont.

On the cover, Boothbay Harbor, Maine. Cover
photo, photography on page 14, and for Maine
and Rhode Island articles by Reinis Kanders.



IETTING YENTURE CAPITAL
from o TISHING YILLAGE

by Keith Bisson

ommercial fishing wharves and equity investing might seem an unlikely duo, but
in Boothbay Harbor, Maine, they paired together nicely. When a processing and
freezer facility, known as Boothbay Region Fish and Cold Storage burned down
in the mid-1970s, the community and local fishermen owners scrambled to
rebuild it. A little-known community development corporation, Coastal Enterprises, Inc.
(CEI), did some scrambling of its own to help rebuild the facility. CEI provided financing

in the form of subordinated debt and
preferred stock, and leveraged its
investment with financing from a
local bank. Today, in a town dominat-
ed by waterfront hotels and restau-
rants, the facility remains one of
Boothbay’s few working wharves and
continues to benefit the region. This
was CEI's flagship project and its first
equity investment. Before the term
“community development venture
capital” was even coined, CEI had
added equity investment to its com-
munity development arsenal.

CEl and Community Development

Venture Capital

From its early days in the fishery and
natural resource industries, CEI had
succeeded in identifying new market
opportunities, and it continues to hone

this skill. Another early example of
equity experience came in 1984, when
CEI invested $50,000 in a small tent-
making company in Belfast, Maine.
CET's investment helped this small but
established company diversify by
financing a new product line that
reduced dependence on summer-relat-
ed business. Moss Tent Works, a
world-renowned maker of backpack-
ing tents, used CEI's investment to
focus on manufacturing strong, light-
weight frame-and-fabric structures for
the trade-show industry. As a result,
Moss is credited as the inventor of
“tension fabric exhibitry” and its
clients have grown to include muse-
ums, shopping malls, and public
spaces. Since its May 2002 acquisition
of Chicago-based Exhibit Architecture,
Inc., Moss Inc. has become the world’s
largest and most comprehensive firm in




its market. Moss is not only a story
of business success, but also of At Moss Inc., Joanne Desjardins does manual patterning. . .
social responsibility. In 2000, the
company received the Eagle Feather
Award from Maine Businesses for
Social Responsibility, the organiza-
tion’s highest honor.

With these initial and tentative
steps, CEI staff gained some experi-
ence in equity investing — but CEI
was not really known in the venture
capital market. In 1988, CEI founder
and President Ron Phillips hired Nat
Henshaw as a loan and investment
officer at CEL. Nat’s background was
in traditional venture capital and he
was hired to help develop CEI's equi-
ty portfolio. By 1993, when Phillips
and Henshaw created CEI Ventures,
Inc., CEI had made 16 equity invest-
ments. This track record, the finan-
cial community’s confidence in the
fund managers, and Maine’s wide-
spread equity needs gave credibility
to CEI's proposal to form a venture

capital subsidiary. The formation of ... while Rory Kimberlin rides high to help assemble an exibit for Harley Davidson.

CEI Ventures Inc. brought focus and
scale to CEI's equity investing.

CEI Ventures Inc. would use venture
capital investing to foster economic
development, environmental sound-
ness, and resource equity among peo-
ple. It would shrink the gap in the
availability of equity capital for
small- to medium-sized enterprises in
northern New England. In return, CEI
was looking to achieve a “double” or
even “triple” bottom line. This meant
that CEI wanted its venture capital to
provide a financial return, a social
return, and a product or service com-
patible with the environment.

Now nearly 10 years old, CEI Ventures,
Inc. is a wholly owned for-profit
subsidiary of CEI that manages two
socially responsible venture capital

About CEI

CEl was organized in 1977 as a community development cor- on, CEl focused on natural resources development. It has
poration (CDC), and certified in 1996 as a community devel- since expanded to achieve a scale of operations and impact
opment financial institution (CDFI) by the U.S. Treasury. Early in pursuit of its mission: to help people and communities,

particularly those with low incomes, reach
an adequate and equitable standard of liv-
ing, working and learning in harmony with
the natural environment. Since inception,
and in partnership with banks and other
financial institutions, CEl has directed
$400 million to over 1,200 projects that
have created or sustained some 15,000
jobs. CEl has developed 526 units of hous-
ing and 120 child-care projects supporting
over 2,500 children; it has also provided
business counseling to 10,000 new and
emerging enterprises (many of which are
small operations).

A former motor garage in Wiscasset, Maine, is the base of operations for CEI.
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funds: Coastal Ventures LP and
Coastal Ventures II LLC. The first
fund is fully invested at $5.5 million
and has performed ahead of initial
financial and social projections,
investing in 20 companies that
employ over 1,700 people. The sec-
ond fund is well on its way to rais-
ing $20 million and has already

CEl was looking to achieve a “double™ or even “triple”
bottom line. This meant that CEl wanted its venture capi-
tal to provide a financial return, a social return, and a

Environment, and Equity.” It seeks
investments that build a strong and
sustainable economy, use environ-
mental resources wisely, and create
equity for community residents.
More specifically, CEI Ventures
looks for businesses that create
quality income, employment, and
ownership opportunities for people

product or service compatible with the environment.

invested nearly $2 million in five
Maine companies and one New
Hampshire company. This newer fund
will make investments of between
$100,000 and $1.5 million in approx-
imately 20 companies over the next
five years.

CEl and Socially Responsible Investing
Phillips has always viewed CEI's
work as socially responsible invest-
ing, a phrase that has many defini-
tions and encompasses diverse
activities. For CEL, it means sticking
to its core purpose of creating eco-
nomic opportunities for people and
communities. Phillips believes that,
“By putting our money to work in
the right places we can help people
and communities find hope and ful-
fillment. We try to be a place where
social values and basic economics
can converge.” The socially respon-
sible investing practiced by organi-
zations like CEI recognizes that com-
panies have stakeholders other than
shareholders. It acknowledges that
companies must meet investors’
needs for financial returns, but that
they also must tend to the needs of
vendors, customers, employees, and
the community at large.

Traditional venture capital funds
seek high returns and quick turn-
arounds with their investments.
Community development venture
capital funds aspire to more normal
market rates of return and are
focused on being a source of patient
capital. On top of these formidable
goals, community development ven-
ture capital funds aim to both act in
a socially responsible manner and
meet financial targets.

But how does one identify and
achieve a social return on invest-
ment? CEI Ventures is guided by the
principles of the “3Es — Economy,

with low incomes while following
socially responsible business and
employment practices. In order to
verify its impact, CEI Ventures has
developed a social index that tracks
45 indicators ranging from the
financial side of the equation to
social measures including job cre-
ation, low-income impact, and
employee benefit information.

A good example of a typical invest-
ment combining the 3Es can be found
in Washington County, Maine’s poor-

est. The launching of Coast of Maine
Organic Products, Inc. is a story
that blends modern chemistry with
strong social and environmental
benefits. The company is focused on
converting the seafood industry’s
costly waste disposal problem into a
revenue-generating operation and is
committed to developing the best
compost on the market. Its products
are sold in top-line garden supply
stores all over the Northeast. The
social benefits of this investment are
threefold: Coast of Maine reduces a
major disposal problem for marine
industries, helps gardeners replace
chemical fertilizers with natural
ones, and creates jobs in a distressed
region of the state.

In practice, says CEI Ventures Pres-
ident and co-founder Nat Henshaw,
“community development venture
capital and socially responsible ven-
ture capital are about balancing the
needs of communities with the
need to generate a profit. In best
practice, these goals support and
enhance each other. An economi-
cally disadvantaged person is a
valued and profitable asset to a
growth company. Conversely, pol-
luting the countryside can be very

Its all about “balancing the needs of communities with the need to generate a profit,”
says CEl Ventures President Nat Henshaw.
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detrimental to shareholder value
and to public health. Traditional
venture capital is all about internal
rate of return (IRR) and community
development venture capital is
about external rate of return (ERR).
To quote Edward Tasch of the
Investors’ Circle,! ‘to IRR is human,
to ERR divine.”

Tagging onto Investments

Because job creation and economic
opportunity are central to CEI, its
venture capital investments come
with some additional socially di-
rected agreements. These agreements
commit companies to hire and train
individuals with low incomes. The
Employment and Training Agree-
ment (ETAG) commits the portfolio
company to work with employment
and training providers and social
service agencies to foster employ-
ment opportunities for low-income
and other disadvantaged workers.
Similarly, the ETAG requires the
affiliated training and social serv-
ice organizations to provide pro-
spective employees with training
and related support services so that
they can be successful in their jobs.
CEI maintains an employment and
training staff to manage this
process and reduce its impact on
the business. The program adds
substantial value to portfolio com-
panies by supplementing their human
resources operations.

Taction, for instance, is a company
that has used CEI's investments and
services to create quality jobs. A
Maine-based customer contact cen-
ter, Taction is located in the rural

Coast of Maine Organic Products, Inc. fit right into Coastal Enterprises’ quest for companies whose
practices further the 3Es: economy, environment, and equity.

town of Waldoboro, one of the poor-
est towns in Maine’s midcoast
region. Since 1995, when CEI first
financed Taction to help restore its
century-old building in Waldoboro,
and later in 1999 when Coastal
Ventures made an equity invest-
ment in the company, Taction’s
workforce has grown from 50
employees to over 100, and the
average wage for its customer serv-
ice representatives has risen from
$6.75 to $9.95 per hour. Most

but a common denominator among
successful community development
venture capital funds is an under-
standing of the communities in which
they are working.

In addition, the venture capitalist’s
provision of business technical assis-
tance can help achieve social and
financial goals. For this reason, CEI
is expanding its business technical
assistance and community develop-
ment venture capital expertise

Business savvy, commitment to socially responsible
investing, and the ability to raise money are crucial to
making community development venture capital work.

recently, it implemented “Taction
University,” an in-house initiative
aimed at the personal and profes-
sional development of its work-
force. The company is also exceed-
ing its current financial goals, with
the first quarter of 2002 its most
successful ever.

Lessons from Maine

Venture capital investment is a limit-
ed but powerful tool. It requires a
thorough understanding not only of
community development finance but
also of equity and sub-debt financ-
ing. It also requires an understanding
of the overall financing continuum in
a particular marketplace. Community
development venture capital, more
than traditional venture capital, is
truly place-based. Replication of any
particular approach can be difficult,

through the New Markets Venture
Capital program, sponsored by the
Small Business Administration. In
July 2001, CEI was chosen as one of
seven organizations nationwide to
organize a New Markets Venture
Capital fund; CEI's will be the
Community Ventures Fund. This
newest fund, which is poised to
manage $10 million, will also
administer a $3 million pool of
funds to provide technical assis-
tance. The New Markets program
was created by Congress, which rec-
ognized that despite the nation’s
overall economic prosperity in the
late 1990s, many parts of the coun-
try, especially rural and inner-city
areas, have neither shared in this
prosperity nor have had access to
jobs or entrepreneurial opportuni-
ties. This became even more obvious

as the economy cooled.

A successful commu-
nity development ven-
ture capital fund should
also engage the bank-
ing community early
on. A crucial ingredi-
ent in all of CEIl's
activities, especially in
venture capital invest-
ing, is partnerships
with the banking com-
munity. Banks have a
local understanding of
their markets and can
complement the knowl-
edge of a community-
based organization. CEI
always viewed access
to capital as critical to
building Maine’s local
economy, but initially
it did not have the
financial expertise or



resources to address those needs.
Fortunately, CEI recognized the
importance of bank partnerships
and reached out to the financial
community. Banks remain close
and valued partners with CEI as
investors and volunteer board
members.

Moreover, business savvy, commit-
ment to socially responsible invest-
ing, and the ability to raise money
are crucial to making community
development venture capital work.
As Nat Henshaw said,

Venture capital experience is
very important. It’s easy to lose
money in this business. We’'re
fortunate to have some retired
venture capitalists involved, and
bankers — we have lots of people
with individual experience. It’s
hard to hire an experienced ven-
ture capitalist, but we can look
to retired people with experi-
ence, and others without experi-
ence but a strong desire to learn.

Second, the social aspect is criti-
cal. While I personally think that
pure venture capital can be very
socially beneficial, as a commu-
nity development venture capital
fund, we’re not just doing ven-
ture capital. When we created
CEI Ventures, our premise was
that we would be working with
good, socially responsible man-
agers who would, therefore, have
lower employee turnover and bet-
ter company performance.

Third, a community development
venture capital organization has
to be able to raise money, which
means the organization and the
people involved need a track
record of some kind. CEI Ventures
was fortunate to be able to build
on a track record of 16 equity
investments by Coastal Enter-
prises, Inc. prior to the launch of
the venture fund.

Getting Involved

Banks have many options for get-
ting involved in community devel-
opment venture capital. In the case
of CEI Ventures, banks are key
investors, and bankers serve as
board members and resources for the
fund managers. Investing in a
socially responsible venture capital
fund is high risk, but has the poten-
tial for above-average financial
returns. In addition, by supporting
equity investing in their communi-
ties, banks can create customers.

Forget gray ceiling tiles. Jennifer Whitehill works in Taction’s restored 1899 building and
particpates in Taction University.

Banks can also receive credit in sup-
port of their Community Reinvest-
ment Act goals.

A new opportunity for bank involve-
ment in equity finance is now on the
horizon. The New Markets Tax Credit
Program is an economic develop-
ment program enacted by Congress
in December 2000 that aims to spur
the investment of $15 billion of pri-
vate capital in a variety of business-
es, commercial real estate, commu-
nity facilities, and other projects
located in qualified, low-income,
rural and urban census tracts. The
program is managed by the CDFI
Fund of the U.S. Treasury and con-
sists of a 39 percent credit spread
over seven years against federal
income taxes. CEI and other eligible
community development organiza-
tions, as well as other financial
institutions, will seek allocations of
tax credits for private investors,
including banks, insurance compa-
nies, developers, and individuals.
CEI is planning to create a fourth
regionally oriented venture capital
equity fund specifically for tax cred-
it investors.

Starting with the unlikely pairing of
fishing wharves and equity investing,

Tlc&b

CEI has shown that creative financ-
ing can do more than land a good
catch. Based on sound philosophy
and practical experience, CEI culti-
vated its community development
venture capital approach. CEI's good
ideas have changed the venture capi-
tal landscape in Maine and brought
new opportunities to its communities.

Endnote

1. The Investors’ Circle is a national
nonprofit network of angel and
institutional investors, foundation
officers, and entrepreneurs who seek
to balance financial, social, and
environmental returns.

About the Author

A native of Brunswick, Maine, Keith Bisson is
earning his master's degree at the Yale
School of Forestry and Environmental
Studies. He just recently left his position as
research assistant at Coastal Enterprises, Inc.
where he provided the organization with
market research, including economic, geo-
graphic, and impact data analysis. Bisson
was also responsible for assisting CEl with
proposal development, research, and writing.






New Patrons of Community Development

by Kristin Kanders

orporate responsibility is

a serious topic this year,

with profiles of impropri-
ety dominating the business news.
This attention has bolstered the
ranks and resolve of socially
responsible investors — those
who want to make money while
doing good. Groups that promote
socially responsible investing are
multiplying, investment options
are growing, and — of interest to
readers of Communities &
Banking — investors are increas-
ingly directing socially invested
money toward community eco-

nomic development.

At the most basic level, social
investors want the same thing as
traditional corporate investors:
maximum return on investment.

But how social investors decide

91c&hb



which companies merit investment
is what sets them apart. After evalu-
ating a company’s financial poten-
tial, social investors judge whether
the company meets certain social
and environmental standards. These
standards vary depending on the
investor’s personal values.

A socially responsible investor, for
instance, may screen against compa-
nies that profit from tobacco,
weaponry, sweatshop labor, or pol-
lution-heavy manufacturing process-
es. Deceptive accounting practices
have also fallen on the watch list of
socially conscious investors because
of their potential to destroy wealth
and mislead the public. On the
proactive side, socially responsible
investors may seek companies that

From sin

ocially responsible investing is
Sa negotiation between money

and morality. In the United
States, Quaker settlers were the first
to employ the technique, using it to
avoid supporting weaponry and slav-
ery. Later religious followers created
“sin screens” to avoid connections
with alcohol, tobacco, and gambling.
Numerous religions today sanction
particular mutual funds because of
their avoidance of pharmaceuticals
(Christian Science), abortion (various
Christian denominations), or interest-
based lending (Muslims).

Aversion to the Vietham War, howev-
er, unleashed social investing from its
religious roots and brought it to the
general public. Environmental disas-

Various religions
invest according
to their beliefs.

il

support employee diversity, a sus-
tainable environment, and commu-
nity involvement.

Although it is natural to think that
restricting the investment field
through screens will entail a finan-
cial sacrifice, social investors see it
otherwise. They believe that social
investing often steers investors away
from companies likely to face public
relations disasters and provides a
more rigorous understanding of a
company. Christopher Brown, vice
president and portfolio manager for
Pax World Funds in Portsmouth, NH,
notes, “You get a better perspective
of what a company is all about when
you look at it not just financially,
but socially. You get a better sense
of management, of how they treat

SCTI'CCINS.

ters, such as the 1989 Exxon-Valdez
oil spill, drove even more investors to
the cause. So did the victory social
investors saw when South Africa
abandoned its policy of apartheid
under pressure from, among others,
international investors.

An important development in the
social investing story over the past
decade has been proof of prof-
itability. Prior to 1990, socially
responsible investors lacked a
benchmark, such as the S&P 500,
to gauge success. The Domini 400
Social Index (DSI 400), a bench-
mark for socially screened equity
portfolios, now fills this deficiency.
Other benchmarks, many managed
by KLD Research & Analytics, Inc.,

The Vietnam War
unleashed social
investing.

10/c&b

their employees and the environ-
ment. A better-run company trans-
lates into better financial returns.”
To support his claim, Brown cites
Lipper & Company data ranking
Pax Balanced Fund in the top 7
percent of all 5-year-return bal-
anced funds through 2001. (See the
sidebar “From Sin Screens to
Sustainability” for more on social
investing performance.)

Despite their stereotype as tree-hug-
gers, socially responsible investors
are of many political persuasions.
The provision of same-sex partner
health benefits, for example, cuts
across political boundaries, with
some screening for companies pro-
viding benefits and some screening
against such companies.

Boston, provide investors with
comparative information on social
investments. Since its 1990 incep-
tion, the DSI 400 has outperformed
the S&P 500, leading many to view
socially responsible investing as
legitimate investing, not just a
sport for the politically correct.

Assets dedicated to social investing
have followed suit. According to the
Social Investment Forum, socially
invested assets grew from $640 bil-
lion in 1995 to over $2 trillion in
2001, and roughly 230 U.S. mutual
funds employed social screening in
2001. Even during the market down-
turn from 1999 to 2001, assets in
socially screened portfolios grew 1.5
times faster (36 percent growth) than

When South Africa
abandonded
apartheid, more
social investors
emerged.




Along with screening, another hall-
mark of social investing is the use

in 1997, it enlisted the help of Trillium
Asset Management, a Boston-based

attention. Talks ensued and so did
the proxy resolution — which obtained

“You get a better perspective of what a
company is all about when you look at it not just
financially, but socially.”

of shareholder advocacy to promote
corporate responsibility. Wielding
the power of stockownership, social
investors support resolutions to
persuade corporate executives of
investor priorities. After a nonprof-
it conservation organization failed
to convince Home Depot to stop
offering old-growth timber products

manager of socially responsible
investments. As a Home Depot
shareholder, Trillium first wrote let-
ters of concern to Home Depot
management. When that tactic
failed, Trillium informed the com-
pany that it would file a proxy res-
olution to bring the matter before
shareholders. This got Home Depot’s

11 percent of shareholders’ support.
Home Depot then committed to
phase out all old-growth timber
products by 2002.

Other resolutions succeed by attract-
ing media attention and raising
public awareness. Many of these
campaigns are grounded in concerns

. . . to sustainability

total U.S. assets under professional
management (22 percent growth).

Social investing has long made use of
negative screening — ruling out invest-
ing in a company because of its unde-
sirable activities. Many social investors
believe the industry’s next step should
be to increase its use of positive screen-
ing. The premise of positive screening
is to seek companies that provide a
benefit to society or the environment.
A positive screen, for instance, might
sift through companies to highlight
those that support affordable housing,
pollution control, or women in the
workplace. Although the range of fil-
ters is wide, the focus in positive
screening is on “sustainability” for
communities and the environment.

Social investors of
today seek compa-
nies with good
workplace practices.

One obstacle to positive screening is
that it is fuzzier than negative screen-
ing. While a typical negative screen
might rule out a company like Phillip
Morris for its tobacco reliance, posi-
tive screening is more complex. The
Teachers Insurance and Annuity
Association  College Retirement
Equities Fund (TIAA-CREF), one of
the nation’s largest pension providers,
has been grappling with this issue
since 1996, and the pressure keeps
increasing. TIAA-CREF uses negative
screening in some of its funds, but has
resisted creating a positively screened
fund for feasibility reasons and fears
of low financial returns.

Social investment advocates, how-
ever, launched “Social Choice for

Tobacco remains
the most common
(13 b2
No.
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Social Change: Campaign for a New
TIAA-CREF” to convince TIAA-CREF
of investor interest in positive
screening. The campaign, led by Neil
Wollman, a professor at Manchester
College in Indiana, is in the process
of gathering fund pledges among
TIAA-CREF clients in support of a
potential positive fund. They base
their campaign on the results of a
1995 survey of TIAA-CREF’s social
fund clients which found that over
80 percent wanted positive screen-
ing in areas such as community
development and low-income hous-
ing. Why all the fuss? TIAA-CREF’s
actions are important to social
investors, says Wollman, “because
when they do something, others
often follow.”

With benchmarks,
social investors have
proof of profitability.
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about community stability. During
the 2002 annual meeting season,
three of the ten shareholder resolu-
tions filed by Responsible Wealth, a
project of the Boston-based organi-
zation United for a Fair Economy,
aimed to link executive pay with
reductions in predatory lending
practices. At the 2002 annual meet-
ing of Household International, the
nation’s second largest subprime
lender, an anti-predatory resolution
won 27 percent of the shareholder
vote. Scott Klinger of Responsible
Wealth and organizer of the House-
hold campaign, says that Household
“refused to discuss” the matter prior

work of community investing.
“Community investing is a way to
put money into a disadvantaged
community — we didn’t want it to be
stripped out faster,” says Teplitz.
Although small, community invest-
ing is gaining recognition among
social investors as a method for
direct influence through investing.

Unlike typical socially responsible
investments in major corporate
stocks such as Microsoft and Coca-
Cola, community investing supports
community development financial
institutions (CDFIs) — organizations
such as nonprofit and profit com-

nonprofit advocacy organization,
have initiated a “1 Percent in
Community” campaign to encour-
age each social investor to dedicate
at least one percent of portfolio
funds to community investing. In
addition to the work of these
umbrella groups, some socially con-
cerned money managers, such as
Domini Social Investments, are
marketing the benefits of communi-
ty investing and are even creating
new products for it. The appeal, they
say, is the large social return.

Many socially responsible mutual
funds already invest a small portion

Activism: The campaigns against predatory lending
came about in part from a desire not to undo the
work of community investing.

to the vote, but that immediately
after, it was “much more conciliato-
ry.” Household has now opened
lines of communication, says Klinger,
although it does not acknowledge
that it bears responsibility for
predatory lending.

The campaigns against predatory
lending came about in part, says
Fran Teplitz of the Social Investment
Forum, a nonprofit trade associa-
tion, from a desire not to undo the

Shareholder
activism convinced
Home Depot to
stop selling old-
growth timber
products.

munity banks, credit unions, loan
funds, and venture capital funds.
These investments, often marketed
as “high-impact investments,” pro-
vide financing in credit-needy com-
munities for affordable housing,
microenterprises, and small busi-
nesses. Risks for community invest-
ing vary, as do the rates of return,
which generally top out at 5 percent.

The Social Investment Forum and
its partner, Co-op America, also a
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of their portfolios in community
investing. What’s more, large institu-
tional investors may get into the
business. Ford Motor Company, for
example, has a 401(k) plan that par-
tially invests in socially responsible
mutual funds. If those funds include
community investing, it could be a
significant source of funding. Should
these trends continue, community
economic development practitioners
could see a stable base of financing
from a mainstream capital market.




Starting Small

Community investing has a long
way to go before it becomes a sig-
nificant part of the social invest-
ment industry. According to Social
Investment Forum’s 2001 Trends
Report, of the more than $2 trillion

provide less broker compensation.
Richard Glod, an investor associate
for Calvert Group, LTD, a $7.8 bil-
lion manager of social portfolios,
says that this translates into reduced
incentive to offer community invest-
ment products. He adds that many

framework from mainstream finan-
cial institutions, and, therefore, has
had less success in attracting gener-
al investors.

Socially responsible investing can be
expected to grow as industry leaders

Potential: Socially responsible investing can be
expected to grow as industry leaders prove that
it can be both financially and morally satisfying.

in socially responsible portfolios,
only about 4 percent, or $8 billion,
was in community investments.
From the upbeat perspective, how-
ever, community investing is
growing rapidly — up 41 percent
from 1999 to 2001, five times as
fast as the whole of socially
responsible investing.

Expansion of community invest-
ments is limited by several factors,
some more easily surmounted than
others. For one, community invest-
ments typically yield below-market
rates of return. For this reason, the
Social Investment Forum urges
investors to allocate only a small
portion of their portfolios to com-
munity invesments. In its report,
“Increasing Investment in Com-
munities: A Community Investment
Guide for Investment Professionals
and Institutions,” it underscores
that “low risk and low return com-
munity investments representing
just one percent of a client’s port-
folio . . . will help meet the social
impact objectives of that portfolio”
while having minimal financial
consequences. As the social invest-
ment industry has learned by creat-
ing benchmarks for socially
responsible investments, demon-
strating profitability is key to
attracting investors. The “1 Percent
in Community” campaign recog-
nizes this reality.

As further motivation, the Social
Investment Forum argues that by pro-
viding community investment options
to clients, investment professionals
and their institutions will “end up
with loyal, high-quality clients” and
differentiate themselves “from those
who engage in lower-impact forms
of responsible investment.”

But investment professionals are not
clamoring to promote community
investments because the investments

community investment firms often
lack the funds to market their prod-
ucts competitively.

Marketing is necessary because many
social investors incorrectly view
community investment as a higher
risk investment. In actuality, the risks
vary tremendously, from secure
investing in savings accounts at
insured institutions such as Vermont
Development Credit Union to higher
risk microenterprise and venture cap-
ital investing. With certain communi-
ty investment products, investors
may even specify what return they
want, ranging from 0 to 5 percent.

Mark Thomsen, research and news
director of SRIWorld Group Inc.,
believes that investor perceptions
will continue to improve as commu-
nity investing establishes a longer
track record. As the field matures,
says Thomsen, and as more innova-
tive community investment products
are fashioned, more investors will
become interested. Developing new
products is critical to the field’s
growth. Currently, there are few
examples of community investment
instruments that pool funds to then
invest in a varierty of CDFIs, and
fewer with low investment mini-
mums. Some examples of pooled
investments with low investment min-
imums include Calvert Community
Investment Notes and the Domini
Social Bond Fund.

Growing Connections

The social investment industry is
serving an important role as a bridge
between mainstream investors and
the CDFI industry. This point is made
by Kirsten Moy and Alan Okagaki in
their July 2001 Capital Xchange arti-
cle, “Changing Community Markets
and Their Implications for Community
Development Finance.” They note
that this is a key role since the CDFI
industry still operates on a separate
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prove that it can be both financially
and morally satisfying. And, although
still small, the community investing
segment has the potential to spur
significant new investment in CDFIs.
A further dividend could come as
community investors engage regular
investors with the practitioners and
different forms of community eco-
nomic development.

Web Resources

The Social Investment Forum web
site, www.socialinvest.org, offers help-
ful information. It has content and
links for shareholder advocacy, www.
shareholderaction.org, and community
investing, www.communityinvest.org.

The site www.sriworld.com is the
home of four web sites that provide
information on social investing and
corporate responsibility.
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ike the rest of the nation, the New
England states have been scrambling in
recent months to repair the budgetary
damage associated with the economic
downturn. State budgets have been
thrown out of balance as revenue col-
lections have fallen substantially below
expectations. The National Association
of State Budget Officers estimates that
40 states face a combined budget
shortfall of $40 billion for fiscal year
2002, and large additional gaps are
expected for fiscal year 2003. In
response, states are using up reserve
funds, raising revenues, and cutting
spending — including spending on pro-
grams aimed at low-income families
and other vulnerable individuals.

Massachusetts’ situation is one of
the region’s most serious. To close
a shortfall that exceeded $2 billion
during fiscal year 2002, the state
used up more than $800 million in
reserves and made a number of
spending cuts, including nearly $50
million in cuts in various social
service programs. Further cuts are
planned for fiscal year 2003, even
if the substantial tax increase now
under consideration is enacted.

Other New England states are in
better shape, but they too have
been making cutbacks. For exam-
ple, Rhode Island’s governor raised
considerable controversy by propos-
ing to eliminate funding for the
state’s first-ever affordable housing
program. Rhode Island is, however,
planning to delete a long-standing
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program that provides small “weath-
erization bonus grants” to families
receiving cash assistance.

Despite recent economic indicators
suggesting the downturn has bot-
tomed out, the state budget situation
is unlikely to improve soon. State
budgets usually don’t recover from a
downturn until a year or more after
the economic recovery begins, in
part because unemployment usually
keeps rising for a number of months
after the economic recovery techni-
cally starts.

As a result, the competition for state
resources will remain intense for at
least the next year. In this competi-
tion, groups representing corpora-
tions and higher-income families
generally have an edge over groups
representing low-income families in
such areas as funding and organiza-
tion. One sign of this imbalance is
that states have made their tax sys-
tems increasingly regressive over the
past decade: State tax hikes during
the recession of the early 1990s hit
both lower- and upper-income fam-
ilies, while state tax relief during the
prosperous period from 1994 to early
2001 was largely targeted on upper-
income families. The danger exists
that some states will close their cur-
rent budget gaps primarily through
tax hikes and spending cuts that hurt
low-income families.

To help groups concerned about low-
income families participate more
effectively in state policy debates, this
article briefly describes a few concrete
steps states can take — at modest cost
and using federal funds wherever pos-
sible — to help low-income families
harmed by the downturn.

Welfare

One area where states can revise
their policies to help low-income
families is in the Temporary Assis-
tance to Needy Families (TANF) pro-
gram, commonly known as welfare.
The 1996 welfare reform law gave
states considerable power to design
their own welfare programs, subject
to a few federal requirements. One
such requirement is that states may
not use federal TANF funds to pro-
vide assistance to families with an



adult for more than 60 months of
the adult’s lifetime. States that want
to provide assistance beyond this
point must pay for it entirely with
state funds.

States also can impose their own
time limits that are shorter than 60
months, and 20 states have done
so. Among New England states,
Vermont has no time limit; Maine,
New Hampshire, and Rhode Island
have a 60-month time limit; and
Massachusetts has a 24-month time
limit for assistance within any five-

policies. First, a significant number
of parents who recently moved from
welfare to work are losing jobs (or
are being forced to work reduced
hours) and cannot return to welfare
because they already have reached
their time limit. Many of them aren’t
receiving unemployment insurance
benefits either.

Second, many families have not
reached time limits and are still
receiving assistance but have not yet
found employment. Compared to
families that left welfare for employ-

Time limits were intended to encourage work
and prevent long-term dependence on wel-
fare. However, in many states, families are
reaching time limits at a time of rising unem-
ployment, when moving from welfare to work

is especially difficult.

year period. Connecticut’s time limit
is the region’s shortest: 21 months
over an individual’s lifetime. While
this limit may be extended by up to
18 months for certain families, the
state has tightened the restrictions
on extensions, largely limiting them
to cases of domestic violence.

Time limits were intended to encour-
age work and prevent long-term
dependence on welfare. However, in
many states, families are reaching
time limits at a time of rising unem-
ployment, when moving from wel-
fare to work is especially difficult. In
Maine and New Hampshire, for
example, the first families reached
time limits late last year.

There are several reasons why states
may want to revisit their time-limit

ment, these families are more likely
to have problems that can keep them
from finding or holding a job, such as
low skill levels or emotional or phys-
ical difficulties. Having failed to find
jobs during the strong economy of
recent years, these families will have
even more trouble doing so in today’s
more competitive labor market.

Third, about one-third of families
receiving welfare are working but
are earning so little that they are still
eligible for assistance. Many of these
families will not be able to increase
their earnings enough to leave assis-
tance during a recession and are at
risk of exhausting their months of
cash assistance.

States can respond by providing
working TANF recipients with exemp-
tions from time limits, under which
the months of assistance they
receive while working do not count
toward their time limit. (This is
known as “stopping the clock” for
working families.) This enables
working families with very low
incomes to receive the extra help
they need to get by without using up
their months of welfare eligibility,
which would make them ineligible
for help should they become unem-
ployed in the future. Currently, five
states, including Rhode Island, stop
the clock for families that are working.

States also can provide working
TANF recipients with extensions of

time limits, under which they con-
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tinue to receive aid even after reach-
ing their time limit. For example, if
a parent worked a certain number of
hours during 10 of the months she
was receiving assistance, she could
qualify for 10 extra months of assis-
tance. This would enable families
that have lost jobs to return to assis-
tance even if they have already
reached their time limit. A few states
have adopted extension policies, but
none in New England.

Food Stamps

While states have less flexibility
over food stamp rules than welfare
rules, in the past few years the fed-
eral government has approved sev-
eral new options that states can use
to make the food stamp program
more accessible, especially to work-
ing families. Food stamp participa-
tion by eligible families has fallen
dramatically in recent years, a trend
states should be particularly eager to
reverse since food stamp benefits
(unlike welfare benefits) are entirely
federally funded.

One new option simplifies the
reporting requirements for families
receiving food stamps. Traditionally,
these families have been required
either to inform the food stamp
office of even minor changes in their
income within 10 days or to mail in
a report of their circumstances every
month even if there were no
changes. In addition, many states
have required families to reapply for
food stamps in person every three
months. For low-income working
families, whose income may change
from week to week and who may
have trouble taking time off from
work to go to the food stamp office
every few months, policies like these
are a powerful deterrent to partici-
pating in the program.

Now, however, states have the option
of allowing working families to stay
on food stamps for six months at a
time with no reporting requirements
during that period. Twenty states
have adopted this option, but none
in New England. Adopting the option
not only can help boost food stamp
participation, but also can make the
program easier for states to adminis-
ter, since it reduces the amount of
information that state food stamp
offices must process.

Another area of state flexibility over
food stamps isn’t new, but it isn’t
being fully exploited either. Under
the 1996 welfare law, unemployed
individuals aged 18 through 49 who



are childless and not disabled can
receive food stamps for only three
months out of each three-year peri-
od. Generally these individuals
aren’t eligible for any other benefit
program, so the three-month limit
on food stamps is especially harsh.

States can request waivers from the
federal government to exempt from
this time limit any area of the state
that has insufficient jobs. Each year,
most states receive waivers for at
least part of the state. While three of
the six New England states are doing
all they can in this area, Vermont
and New Hampshire could apply for
waivers for more areas than they do,
and Massachusetts doesn’t apply for
waivers at all. Since food stamp ben-
efits are entirely federally funded,
providing additional months of food
stamps to these individuals would
entail only minimal (administrative)
costs for states.

Health Insurance

A third area where state low-income
policies can be improved is health
insurance. The number of uninsured
families is likely to rise in the com-
ing year, in part because of the eco-
nomic slowdown. Many workers will
lose private health insurance when
they become unemployed, and the
high cost of coverage under the
COBRA program makes it unafford-
able for most jobless workers. Rising
health care costs, which are causing
some firms to drop or reduce health
coverage for their employees or
increase the amount that workers
must pay for coverage, will also
contribute to the number of unin-
sured families this year.

Almost all children who live in fam-
ilies with incomes below 200 percent
of the poverty line (or about $30,000
for a family of three in 2002) are eli-
gible for publicly funded health cov-
erage under Medicaid or the State
Children’s Health Insurance Program
(SCHIP). Coverage is much more
limited for the adults in these fami-
lies, however. In more than half of
the states, a working parent with
two children can receive Medicaid
only if she earns less than about
$10,000 a year.

The New England states do a better
job than many others in providing
publicly funded health insurance.
Five of the 17 states nationally that
provide coverage to working parents
with incomes at the poverty line or
higher are in New England. In New
Hampshire, by contrast, working

parents are ineligible for coverage if
their income exceeds two-thirds of
the poverty line. Moreover, New
Hampshire has considerable unspent
federal SCHIP funds it could use to
help pay for expanding health cov-

to $14 billion between now and
2004 (when it expires). As with the
estate tax, some states have averted
this loss of revenue by decoupling
their tax depreciation rules from the
federal rules. Nearly every state in

Groups concerned about low-income families
need to explain that low-income programs
not only provide relief to those most in need,
but also promote economic growth in the
state by bolstering spending among low-

income families.

erage for parents. Connecticut too
has plenty of unspent SCHIP funds
and could use them to help pay for
expanding parents’ coverage beyond
the current limit.

Making the Case for
Improved Low-Income
Policies

While federal funding is available for
several of the policies outlined above,
assisting low-income families gener-
ally requires state funds as well. As
noted above, finding these funds is
particularly difficult now because of
states’ current budget squeeze.

Two recent federal tax cuts could
make that squeeze even worse by
costing states considerable revenue.
(Because of the linkages between fed-
eral and state tax codes, federal tax
changes often affect state taxes as
well.) First, the repeal of the federal
estate tax, contained in last year’s
major tax legislation, effectively
repeals most state estate taxes. States
will lose between $19 billion and $23
billion in estate tax revenue between
fiscal years 2003 and 2007 unless
they act to “decouple” their estate
taxes from the federal estate tax.

Three New England states — Rhode
Island, Vermont, and Maine (for one
year) — already have decoupled their
estate taxes from the federal estate
tax. Massachusetts, which at this
writing appears poised to decouple,
stands to lose more than $830 mil-
lion in 2003-2007 from estate tax
repeal if it does not act.

Second, the “bonus depreciation”
provision of the recent economic
stimulus legislation, which allows a
business to claim an immediate fed-
eral tax deduction on purchases of
new equipment, threatened to reduce
state income tax collections by close
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New England has decoupled fully
from the depreciation provision.

But even if states act to protect their
budgets from the effects of these
federal tax cuts, as they would be
wise to do, convincing state policy-
makers to make the policy improve-
ments outlined above will not be
easy. Groups concerned about low-
income families need to explain that
low-income programs not only pro-
vide relief to those most in need, but
also promote economic growth in
the state by bolstering spending
among low-income families. These
families (as opposed to high-income
families) tend to spend a higher
share of any extra income they
receive, thereby injecting money
into the economy. They also are
more likely than higher-income
families to do their spending within
the state.

An equally strong argument can be
made on the basis of fairness.
During the late 1990s, when states
were flush and felt free to cut taxes,
lower-income families received few
of the benefits. Now that states are
in trouble, these families surely
shouldn’t be made to bear the brunt
of any necessary sacrifices. And if
there are ways states can provide
extra help to these families at mod-
est cost, they should do so.
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Partnerships and Collaboration

Rebuild Communities
A Case Study in Pawtucket, Rhode Island

uestion: How does a Rhode

Island neighborhood, replete

with abandoned properties,
crime-ridden streets, unemployment,
and very few residents who have
completed secondary or higher edu-
cation, become a model of neighbor-
hood revitalization? The answer is
by partnering with educational,
municipal, and community organi-
zations on a comprehensive and
inclusive strategic planning process.

University Partnerships and

Urban Neighborhoods

Partnerships have always been an
important aspect of American public

by Marcia Marker Feld

higher education. The first and sec-
ond Morrill Acts of 1862 and 1890
formalized partnerships between
land grant institutions and their sur-
rounding areas. These Acts pioneered
unique American institutions -—
cooperative extension and agricul-
tural experiment stations — that have
a mandate to intervene and strength-
en their regional economies.

More recent partnerships between
communities and universities took
root in the late 1950s, when the Ford
Foundation tested a model of urban
extension at the University of Dela-
ware. Then, following the fight to

desegregate public schools in the
1960s, the federal courts ordered a
few partnerships between higher-
education institutions and failing
public-school districts. In the 1970s,
Congress passed the Urban Grant
University Program entitling land
grant universities and state higher-
education institutions in urban areas
fiscal support from the U.S. Depart-
ment of Education; the program also
supported learning about community
service in urban public schools.

Despite these developments, there
was no real national direction for
universities to work with their urban

Children walking home after playing
in Woodlawn’s Payne Park, which was
renovated under the direction of the
Woodlawn COPC.




neighbors until 1992, when President
George H. Bush signed the Housing
and Community Development Act,
which established the U.S. Depart-
ment of Housing and Urban Devel-
opment (HUD) Community Outreach
Partnership Center (COPC) Program.
The COPC Program was created so
that universities and colleges could
assist urban communities through
outreach, use community advisory
committees to help define university
activities, and conduct applied
research together with the commu-
nity. It encouraged universities to
work on a level playing field with
the community and municipality to
resolve neighborhood problems.

Further strengthening of the COPC
program occurred in 1994, when
HUD Secretary Henry G. Cisneros
established the Office of University
Partnerships to administer the COPC
and other university-related pro-
grams. Cisneros believed in the
potential of university-community
partnerships for urban revitalization.
As he expressed in an essay,

Our mnation’s institutions of
higher education are crucial to
the fight to save our cities.
Colleges and wuniversities must
join the effort to rebuild their
communities, not just for the
moral reasons but also out of
enlightened self-interest. The
long-term futures of both the
city and the university are so
intertwined that one cannot, or
perhaps will not, survive with-
out the other. Universities can-
not afford to become islands of
affluence, self-importance, and
horticultural beauty in seas of
squalor, violence, and despair.

The Office of University Partnerships,
which remains the only unit of the
federal government with the primary
mission of supporting university and
neighborhood partnerships, has pro-
vided over 200 COPC grants for

community economic development
initiatives including social action.
COPC program funding continues to
be authorized though 2003.

Case Study of the Woodlawn

COPC: A Personal View

The partnership between the Uni-
versity of Rhode Island’s Urban Field
Center and the Woodlawn neighbor-
hood was both serendipitous and
substantive. As director of the
University of Rhode Island (URI)
Urban Field Center, I had just
returned from HUD as the founding
director of the Office of University
Partnerships and was actively search-
ing for a neighborhood interested in
working with the university on a
COPC proposal. I began by calling
my former students, now planners
and community development offi-
cers at municipal planning depart-
ments, and asking if their city fit
the federal COPC criteria. Pawtucket
and some of its neighborhoods had
the required characteristics, and, in
addition, the city’s community devel-
opment block grant officer welcomed
the opportunity to collaborate with
URI. He recommended the Woodlawn
neighborhood because of its needs
but also because of its assets.
Pawtucket’s mayor and community-
based groups were also in favor of
working with URL

The Woodlawn neighborhood was
diverse with recent immigrants and
burdened by homelessness and aban-
doned property. Two-thirds of the
residents earned low or moderate
incomes and over one-half had not
completed high school. The neigh-
borhood residents needed child-care
services and an expansion of pro-
grams for literacy, life skills, and drug
and school-dropout prevention. Chief
among the neighborhood’s assets was
a hugely admired community activist
and neighborhood association presi-
dent. In addition, the local faith-
based institutions were committed to
helping the community.

What To Handle When

During the initial three years, the Woodlawn COPC tackled issues including
housing, neighborhood revitalization, education and social services, and com-
munity planning and organization. The COPC also worked to disseminate its
results. Neighborhood residents decided on the projects and policy direction and
the university provided technical assistance. Grant money could not be used for

physical development.

During the following two years, the Woodlawn COPC focused on microeconomic
development, job training, and a targeted neighborhood revitalization process. The
COPC programs and strategies were also incorporated into the newly created non-
profit Woodlawn Community Development Corporation.
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With many partners — ranging from
residents, local unions, businesses,
and community-based organiza-
tions to the housing authority, pub-
lic schools, municipal planning
office, and URI — the Woodlawn
neighborhood received a three-year
COPC grant followed by a two-year
implementation grant. While there
were many problems to fix, it was
critical to create a sense of empow-
erment among the residents of
Woodlawn. The resident neigbor-
hood association’s motto, “Bring
Back the Pride to Woodlawn,”
encouraged residents to embrace
their community. Active participa-
tion in the entire COPC process fur-
ther strengthened the neighborhood.

HUD has historically encouraged cit-
izen participation in its programs —
for example, there have been Urban
Renewal advisory councils, Model
Cities boards, public housing tenant
councils, and Empowerment Zone
committees — but the COPC Program
offers the most energetic and far-
reaching mandate for citizen partic-
ipation to date. According to the call
for proposals, community residents
must agree with the planned pro-
grams and join the advisory com-
mittee, which controls the programs
and their funds. Planning profes-
sionals are directed to act as facilita-
tors, mediators, and information-
providers, not decision-makers. The
governance structure also empha-
sizes community power. If there is a
vote, the votes of the community
representatives outweigh the com-
bined vote of the university, mayor’s
office, and planning department.

Along with empowering residents
and revitalizing the neighborhood,
the Woodlawn COPC aims to make
the university aware of the bonds
and common concerns it shares with
the community. Although federal
funding of the Woodlawn COPC
ends in September 2002, its commu-
nity development work will continue
through Woodlawn Community
Development Corporation, the non-
profit 501(c)3 formed by the COPC.

Highlights of the COPC in Action

From a base of operations in an
unused parish house, the Woodlawn
COPC has made tremendous accom-
plishments, ranging from redevelop-
ing abandoned properties to provid-
ing residents with leadership and
citizenship training. The sidebar
“Improvements in Woodlawn” on
page 20 details some partnership
achievements. During the past five



Improvements in Woodlawn

From initiating dropout prevention programs in the local schools to establishing
a local community development corporation, the range of activities undertaken by
the Woodlawn COPC is broad. In most instances, the role of the University of
Rhode Island has been to provide technical assistance. The section below pro-
vides examples of Woodlawn COPC solutions for various community problems.

Housing

* Organized local housing service providers into a
Woodlawn Housing Coalition

* Developed a priority list of abandoned and poorly
managed property; discussed it with the city council,
mayor, and city planning department

* Developed a Fair Housing Impediment Assessment and
a subsequent action plan with Roger Williams Law
School students

* Improved landlord and tenant relationships through
diversity training, mediation, and community policing

* Circulated knowledge of Pawtucket Housing Court
procedures to the neighborhood

Job Training/Economic Development

* Recruited public housing residents into technology
classes taught by Urban Field Center staff

* Assisted residents with career development plans

* Referred residents to general equivalency degree and
adult literacy opportunities

* Established the Woodlawn Business Association and
Manufacturing Alliance

* Created a microenterprise start-up program

* Organized the Woodlawn credit union into a commu-
nity development credit union

Neighborhood Revitalization

* Developed crime watch teams on each block

* Participated in a URI Landscape Architecture
Department-sponsored planning project, called a char-
rette; the focus was physical restoration of neighbor-
hood parks and playgrounds

* Renovated a run-down property across from Payne
Park into a multiservice community center; restored
other neglected homes and properties

* Developed a neighborhood revitalization strategy,
submitted it to HUD, and received designation of
Woodlawn as a revitalization area; this brought in
over $200,000

* Established a Woodlawn CDC with a broad mission
to improve socioeconomic and physical conditions in
the community

Education and Social Services

* Initiated dropout prevention programs beginning in
kindergarten and continuing through high school

* Encouraged parents, young adults, and senior citizens
to attend the Woodlawn COPC’s Institute for Leader-
ship Training; about 225 residents have participated
and 60 so far have graduated

* Offered parenting classes in two elementary schools,
often in two or three languages.

* Staffed two high schools with an Urban Field Center
staff member to implement the Guaranteed Admissions
Program whereby students are guaranteed admission
to URI, participate in summer enrichment programs,
and take field trips to visit different colleges

* Brought diverse ethnic and racial groups together
through workshops on literacy and diversity; the
workshops concluded with a community-wide
Heritage Day event and an international fair

* Hosted the annual national COPC conference in
Providence and Pawtucket

Basketball players take advantage of Payne Park’s new
courts. The building (left) in the background is being
renovated into a multiservice community center.
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years, neighborhood residents have
come together as a community, grown
to trust staff at the URI Urban Field
Center and Providence campus, and
become sufficiently engaged so that
they now discuss issues with the
mayor’s office and city council.

In Pawtucket, the impact of the
COPC has been strong and measura-
ble. Mayor James Doyle has request-
ed that a “COPC-like” organization be
created in every neighborhood — a
process that has begun in Pawtucket’s
Pine Crest and Pleasant View neigh-
borhoods. The Woodlawn community
has obtained special HUD designa-
tions (and, therefore, funding) but
one of the most dramatic changes
within the community has been resi-
dent empowerment. Several resident
participants in the Woodlawn COPC’s
Institute for Leadership Training, for
instance, have run for public office or
have been appointed to city task
forces and advisory committees.

The University of Rhode Island was
also changed by the Woodlawn
COPC. The Graduate Planning
Department, the academic home of
the Urban Field Center, opened an
Institute of Housing and Community
Development on the Providence
campus. This Institute trains Rhode
Island residents and staff of commu-
nity development corporations and
human service agencies. Rhode Island
participants in the Institute receive
partial scholarships from the Rhode
Island Foundation and the state’s
community development block grant
officer. The program, now in its fifth
year, allows participants to transfer
course credits to the URI Graduate
Department of Community Planning
and Landscape Architecture.

In addition, the Woodlawn COPC has
spurred other developments, namely
that the concept of universities and
communities working together has
gained footing in Rhode Island. For
instance, the state legislature passed
and funded the Rhode Island Hous-
ing Resources Act of 1998 which
established a Housing Resources Com-
mission. One purpose of this Commis-
sion is to “encourage and support
partnerships between institutions of
higher education and neighborhoods
to develop and retain quality
healthy housing and sustainable
communities.” Likewise, the Rhode
Island Housing and Mortgage Finance
Corporation has created a committee
on higher education and community
partnerships to share information and
encourage cooperation.

COPC Board Members. . .

.. . Followed These Principles of Community Development:

* Promote active resident involvement to diagnose problems and fix them
* Recognize the comprehensive impact associated with possible solutions
* Disengage from efforts that might adversely effect the disadvantaged
* Design and implement a plan to solve problems by shared leadership
* Work to increase leadership capacity, skills, confidence, and aspirations

Conclusion: Partnerships as a Strategy
for Neighborhood Revitalization

The Woodlawn COPC experience
demonstrates that a partnership
between a neighborhood and a uni-
versity can be an appropriate strate-
gy for neighborhood revitalization.
It also shows how such a partnership
can change a university’s culture
and curriculum. Through formal and
informal education, the Woodlawn
COPC raised the level of community
residents’ skills. The COPC also
increased residents’ awareness of the
various levels of civil responsibility:
neighborhood, city, state, and nation.
The success of the Woodlawn COPC
is testament to the fact that good
community development does not
happen effectively through direc-
tives; it occurs through collabora-
tion, teamwork, and partnership.
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. First Person by Mike Mandracchia

.:_.Changing Direction
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en my wife and I moved our family to
w\h/ermont, I became a community banker
— a big shift for someone who spent
nearly 20 years on Wall Street. While the basic
credit skills required to perform my job as a
lender really have not changed all jthat much
(although the number of zeros has dropped
dramatically), I can say with certainty that my

job and life are now much farther than 200
miles from New York City.

Working during the height of the leveraged
buyout era in the 1980s, bankers were busy
trying to keep pace as the deals increased in
number, size, and complexity. My co-workers

and I dedicated substantial effort fo “creafing ™

the next best use of other people’s money.”
The work was stimulating, chal'lenging, and
certainly unrelenting. [ was worki;'lg harder than
I ever imagined, and there was little time left at
the end of the day — for me or my family.

The deals kept coming andthe pace quick-
ened. A personal passion for tinkering with
and racing cars was in a seemingly endless pit
stop. Gardening and hiking were put on hold.
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I was married with two daughters and Cher="" /
ished every moment with my family; howev-
er, in almost an imperceptible manner, I was
losing those moments. My, wife was living her
own life and my daughters were growing up

by

REEVY

HECTICHUT

22/ c&b

W pEal B

MASSEACHUSETTS

—TIETIIEEIL

One Banker's Journﬁy [rom
MU to Brat thoro




without me. I reacted to this problem
as many of my colleagues did: I
bought a second home for family
getaways and quality time.

It was an old farmhouse in Whiting-
ham, Vermont, a working dairy farm
until the 1960s, with a breathtaking
view surrounded by many acres (a
huge draw for someone who grew
up in Queens, NY). We fled the city
at every chance. The weekend escape
seemed an ideal solution at first, but
Wall Street had a way of permeating
my life. Long-distance conference
calls while my daughters were out-
side waiting for me and trips can-
celled on Friday nights after the car
was already packed made me realize
that my well-intentioned attempt at
quality time had failed. After many
hours of discussion, my wife and I
decided that the most important
legacy we could give our children
was an environment of connection
to each other and our community.
So we moved full time to our escape-
home six years ago.

Living in a small community fur-
nishes the perfect sense of connec-
tion. The feeling goes beyond the
waves sent by passing drivers or the
people who stop me for a chat in
town; it permeates my life in every
way. My family eats on dishes made
by the local potter, the local sugar-
house makes maple syrup from sap
tapped from our trees, and our
neighbors plow the town roads. The
fire chief, who is also a contractor,
helped me shore up the wall in my
barn, and I let him store his boat
there over the winter.

When we first arrived in Vermont, I
was managing a “rural market area”
for a large regional bank. As I began
to settle in at home and work, I real-
ized that some of my marketing
efforts didn’t ring true with the com-
munity. The product selection and
pricing I was offering, for instance,
were designed by a committee locat-
ed half-way across the country. The
one-size-fits-all approach is not
what small communities want from
their bankers. While the days of
lending money with little more than
a handshake may be gone, the per-
sonal touch is still highly regarded
by most people. I certainly noticed
with envy the effectiveness of the
local, savings bank. Because of its
mutual-ownership structure, it was
able to make decisions for reasons
unrelated to next quarter’s earnings.
The mutual bank supported most
community activities and positioned

itself as an alternative to large, out-
of-town banks. As industry consoli-
dation continued, the community
bank grew in importance to local
residents. Community support mani-
fested itself in ever-increasing busi-
ness for the bank. It was at this time
that I joined the association as man-
ager of the bank’s loan portfolio.

Working for the local community
bank encourages feeling close to the
community. No one ever stopped to
thank me for providing mezzanine
financing for a corporate restructur-
ing. But the line of credit, that
enabled the local nonprofit to con-
tinue delivering services until grant
money was received, earned me a
cup of coffee, a tour of the shelter,
and a grateful smile from the resi-
dents. The sense of accomplishment
after assisting a young couple with
their first home purchase over-
whelms that of completing a lever-
aged buyout.

Today’s community bankers spend
a lot of time worrying about losing
business to large regional banks.
Most would cite competing with
bigger banks’ broad product offer-
ings and pricing advantages as their
biggest challenges. I disagree. As a
credit officer in a local community
bank, you no longer work on trans-
actions or deals, selling product and
price. Instead, you provide capital
to individuals and small businesses,
establishing partnerships with your
neighbors in the process. The chal-
lenge is to stop worrying about
next quarter’s results or if a partic-
ular product is still profitable and
take the long-term view. Create an
image and presence in town that
makes you the bank of choice.
Customers will opt to do business
with your bank because you treat
them well and care about enriching
the community.

Community bankers have the oppor-
tunity to be an integral part of their
community’s future. They are not
merely providers of credit — they are
participants in the local economy.
The bank takes in deposits from the
community and recycles those funds
into loans to local residents, busi-
nesses, and nonprofits. Community
banks are not pressured from distant
shareholders and don’t send funds to
far-away places. Profits earned by
the bank are put back into the com-
munity, and this encourages even
more business to find its way to the
bank — and the community contin-
ues to grow.
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N 0 one ever stopped to
thank me for providing
mezzanine financing for a
corporate restructuring.

But the line of credit, which
enabled the local nonprofit
o defiver services until
orant money was received,
carned me a cup of coffee,
 tour of the shelter, and
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