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INTRODUCTION

The Neighborhood Stabilization Program (NSP) was established after the 2008 housing crisis
to provide funding to local governments and other housing providers for stabilizing communities
hardest hit by foreclosure and abandonment. Using a neighborhood in Nashville, Tennessee as a case
example, the purpose of this essay is to provide commentary on some of the preexisting NSP-targeted
neighborhood investments, challenges arising from the program itself, as well as the mixed agendas
that have emerged.

Currently, Abt Associates is conducting a national study on NSP to gain a deeper understanding
of the program effectiveness and challenges localities have faced in implementing NSP. Yet it is
quite likely that some of the most important questions about the program may not be captured in
this U.S. Department of Housing and Urban Development-funded (HUD) study. For example, how
do the recent investment and/or disinvestment history of NSP-targeted neighborhoods impact the
overall NSP strategies and impacts on the local level? Likewise, given that NSP was a relatively
small investment in most places compared to the rates of foreclosures and vacant properties, what
lasting effects will the program have on the neighborhoods that received investment, and what would
we expect them to be?

While the first question has largely gone unanswered—and perhaps will continue to be, due to the
complexities of untangling the recent past—some existing studies have already concluded that the
strategic small investments made by NSP projects in cities across the country will have multiplier
effects and spur other private investments in the target areas (Reid, 2011). Thus, NSP, though modest,
may very well stimulate market demand. However, in terms of timing, speculative capital may
be investing in NSP-targeted census tracts regardless of the program. Likely, both phenomena are
operative. One known outcome is that many NSP awardees have purchased properties to “land bank”
them for future affordable housing development (Alexander, 2009).

Still, another set of outcomes may be produced by the NSP. Evidence suggests that multiple
localities have built organizational and coalitional capacities that they did not have prior to the
NSP experience, although this has not occurred without a great deal of inter-organizational learning
(Searfoss, 2011). These could have lasting effects for future affordable housing and neighborhood
stabilization efforts that go beyond the NSP intervention. Finally, there are questions about the ways
in which the NSP intersects with other efforts to transform neighborhoods. While cities across the
country applied for NSP funding by documenting places with high levels of foreclosures and vacant
lots, many of these vulnerable areas had been previously earmarked for stabilization, redevelopment,
or revitalization. Cities are in a constant state of becoming, and documenting the history of public
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and private efforts to transform low-income neighborhoods—many of which were hit hard by the
mortgage and foreclosure crisis—would provide a greater understanding of the landscape upon which
NSP investments have been made. In addition, neighborhoods coexist alongside other neighborhoods.
While some targeted areas for NSP investment may have been surrounded by other neighborhoods
that were also casualties of housing disinvestment, in other instances, investment behavior may have
already begun in NSP-targeted neighborhoods prior to the program’s implementation.

OVERVIEW OF THE NSP PROGRAM AND LOCAL CHALLENGES

In July 2008, the U.S. Congress passed the Housing and Economic Recovery Act (HERA), which
established NSP. Subsequently, NSP was funded by the 2009 American Recovery and Reinvestment
Act (ARRA) and the 2010 Dodd-Frank Financial Reform Bill. NSP provides assistance to local
governments by providing emergency funding for the acquisition and rehabilitation of abandoned or
foreclosed homes (Joice, 2011). In addition, localities have been able to use funds for homebuyer
down payment assistance, the demolition and redevelopment of vacant properties, as well as land
banking parcels for future development. Regardless of the activities pursued at the local level, the
NSP enabling legislation required that the use of funds be geographically targeted toward areas with
the greatest need. (For discussion of targeting requirements and risk scores see, Joice, 2011.)

To date there have been three rounds of NSP funding: a total of $3.92 billion awarded to 309
local and state governments through NSP1, another $1.93 billion to 56 grantees through NSP2, and
another $1 billion allocated through NSP3 (Turcotte et al., 2012). In 2008, NSP1 provided grants
to all states and selected local governments on a formula basis. NSP2 provided grants to states,
local governments, nonprofits and nonprofit consortiums on a competitive basis in 2009. NSP3
provided a third round of grants to all states and select governments on a formula basis in 2010.
The NSP also established a National Community Stabilization Trust—comprised of organizations
including Enterprise Community Partners, Housing Partnership Network, Local Initiatives Support
Corporation, and NeighborWorks America—to provide local government-nonprofit partnerships with
technical assistance. The majority of NSP funding allocations either went through the state to local
government entities or local nonprofits, although several national organizations, including Habitat
for Humanity, also received funds to work with local authorities.

NSP grantees have had to navigate a multitude of challenges including competition from specula-
tive investors who were purchasing REO properties in bulk sales (Immergluck, 2011, 2012; Nickerson
& Carvalho, 2010; Turcotte, Johnson Jr., Vidrine, Drew, & Sullivan, 2012). This issue was further
exacerbated by NSP regulations that stipulated that properties acquired with program funds had to
be purchased at a discount. This, along with other regulatory processes, had at times dissuaded loan
services from working with awardees due to perceived, and actual, complexities of the NSP initiative.

There were also other challenges faced by NSP grantees, including the short time frame in which
they had to obligate their funds. In some cases, this meant that local consortiums switched emphasis
from purchasing single-family homes to seeking out multi-family apartment buildings in order to
obligate their resources in a timely manner (Immergluck, 2012). Likewise there have been issues
surrounding the capacity of local organizations to carry out the work. In some cases this was
complicated by the low administrative cost limit set by the federal government.

THE CASE OF CHESTNUT HILL

Nashville was a NSP2 awardee receiving $30 million. One of the areas that received a great deal
of investment was a small neighborhood next to the central business district called Chestnut Hill.
Like many “inner-city” neighborhoods, Chestnut Hill could be characterized as a place that was on
a downward trajectory for much of the latter part of the twentieth century. Indeed, the local NSP
consortium—including the Metropolitan Development and Housing Agency, and the Housing Fund
and Urban Housing Solutions, both nonprofits—indicated that they had wanted to revitalize the area
for decades, but to no avail. Chestnut Hill has been one of the only areas next to downtown providing
affordable housing.
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Prior to receiving the NSP award and before the housing crisis, Chestnut Hill had an increasing
number of middle-class households moving into the area. This trend continued post crisis, albeit
at a much slower rate. Some small developers constructed new-built housing that far exceeded the
current housing values in the area, and the real estate industry in Nashville began marketing it as one
of the next “Hot ‘Hoods” for investment. Surprisingly, one leader from Urban Housing Solutions
was quoted as saying as much, although the NSP was not meant to create “hot” housing markets.
Notwithstanding that, when the NSP consortium went to a community meeting to present their
plan for investing in the neighborhood, speculative developers cried foul stating that the market
would right itself. This was indicative of the competition other studies have found between NSP
awardees and speculative investors (Immergluck, 2011). Regardless of this competition, both private
developers and the NSP consortium largely agreed that a mixed-income housing strategy needed to
be the template for Chestnut Hill’s redevelopment.

Because the area had predominantly low-income housing, more housing was built to attract higher-
income people to the neighborhood. Much like the new private sector housing development going on
in Chestnut Hill, the NSP consortium admitted that the new homes they were building for ownership
were priced too high for existing neighborhood residents to be eligible. Stabilizing the neighborhood
clearly meant bringing new people to the neighborhood.

Simultaneously, the NSP consortium concentrated their efforts on purchasing single-home aban-
doned and vacant properties. But, as the timeline for obligating NSP funds drew closer, they switched
their focus to buying up the vast majority of the multi-family housing stock in the area. Aside from
the timeline, there were other factors driving this shift as well. When the local NSP consortium
partner began purchasing the multi-family dwellings, virtually all of the residents were displaced and
had to find housing in other parts of Nashville. We learned through interviews with the organization
leader that he felt it was his job to use the NSP funding to root out people from the neighborhood that
were suspected drug dealers and criminals. Since some of the NSP consortium believed that “those
people” typically lived in the multi-family apartment buildings, the NSP intervention appeared to be
a logical choice. In this sense, NSP was used as a blunt instrument to move people out of Chestnut
Hill for reasons that were not directly related to the stated mission of the program, which was to
address foreclosed and vacant properties. In this way the NSP served multiple purposes, and it has
yet to be seen if the residents that were displaced will come back to the new rental properties being
developed.

CONCLUSION

Through this example, which again is not being put forth as representative of the NSP experience
in other cities across the country, we highlight some of the challenges, as well as demonstrating some
of the elements of actual NSP implementation that could be interpreted as not meeting the program’s
objective to “stabilize” hard-hit neighborhoods. Perhaps the take-home message is that local context
matters.

What does this mean for understanding the NSP nationally? We suggest that any evaluation
of the impacts of NSP needs to take into consideration that places are constituted by multiple,
ongoing projects of organizations—public, private, and nonprofit—that intersect with each other.
Most salient is that how the neighborhood was perceived by the real estate industry and local
government entities prior to the crisis and what investments (or disinvestments) would happen really
matter to understanding the impacts of NSP.

If we are to gain an understanding of the ways in which the NSP program has changed anything
at all, in-depth, place-based studies will need to be conducted in urban neighborhoods throughout
the country that take into account the histories of the areas targeted by NSP initiatives, as well as
acknowledge the ongoing efforts of multiple stakeholders that are transforming American cities.
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