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Since World War II, large numbers of middle-
class American families have been moving out of
central cities in order to live in suburbs where they
enjoy good schools, low crime, reduced tax rates, and
large, new homes. A result of this exodus of middle-
class, mostly white residents has been a decrease in
the tax base and a general economic decline of inner
cities. This decline, in turn, has been accompanied by
disinvestment in historic neighborhoods and homes.
However, since the 1960s, evidence of reinvestment in
some American urban areas has begun to surface, es-
pecially in larger cities on the East Coast like Boston,
Philadelphia, and Washington, D.C. 'These cities have
welcomed back young, middle-class, white residents,
who have been primarily concentrated in the cities’
historic neighborhoods, where beautiful brownstones
and large brick row houses awaited them at bargain
prices. As these neighborhoods have grown in popu-
larity, so has the historic preservation movement.

'The historic preservation movement gained
popularity in the United States during the 1960s and
1970s. Supporters of preservation have argued that
government action is needed to protect endangered
structures, prevent inappropriate modifications to
buildings, and encourage historically-sensitive reha-
bilitation. In addition to the cultural and aesthetic
value of preserved homes and commercial buildings,
proponents have pointed out that preservation can
spur economic development and attract tourism.
Most recently, they have begun to frame the debate
around smart growth and sustainability. Since historic
preservation discourages demolition, reconstruction,
and the conversion of virgin land, it is more envi-

ronmentally-friendly than new construction.! Also
contributing to sustainability, historic neighborhoods
are usually located closer to the core of urban areas,
meaning that they are generally better served by pub-
lic transit and existing transportation infrastructure
than new developments on the urban fringe.

In order to promote preservation, various levels
of government have enacted measures to provide in-
centives for rehabilitation, and in some communities,
to strictly regulate the types of modifications that
can be made to existing structures. Historic districts
designated at the local level by municipal govern-
ments are most likely to carry these restrictions; they
often come in the form of historic overlay zoning
and mandated design review procedures. Over 2,300
communities have historic preservation ordinances of
some kind.> Districts can also be designated at the
state or local level, following applications by munici-
pal governments. Sometimes these designations are
the result of advocacy by local residents and nonprofit
community groups seeking to protect the historic
character of a neighborhood, gain access to federal
and tax incentives, or to simply increase the prestige
of an area. State and federal districts, however, do not
carry protections for historic properties.

Historic designations are often sought because
the status grants eligibility for generous rehabilitation
tax incentives. The Federal Historic Preservation
Tax Credit Program offers tax credits that cover up
to 20% of eligible rehabilitation expenses for prop-
erties located in national historic districts. These
credits apply only to income-generating properties:
rental housing, offices, agricultural facilities, and other
businesses. They do not benefit owner-occupants of
historic homes. Furthermore, landlords and business
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owners can only qualify for the credits if they meet
large minimum investment requirements; generally
projects must spend at least $5,000 during renova-
tion.

Although federal tax credits often receive the
most attention, many states offer large credits that
apply to owner-occupied homes as well as structures
with other uses. For example, the State of Virginia
offers a Rehabilitation Tax Credit program that cov-
ers both income-generating and owner-occupied
housing and business properties. This program ofters
a 25% tax credit for eligible rehabilitation expenses,
again with requirements for minimum rehabilitation
investment. It is possible that business owners and
landlords could receive both credits, totaling 45% of
the rehabilitation expenses.’ For those who can afford
the minimum investment to qualify for the credits,
these incentives can be major benefits, significantly
reducing the cost of large rehabilitation projects.

Unfortunately these incentives are confusing,
investment-intensive, difficult to take advantage of,
and not widely-known. Those with higher education,
greater familiarity with tax laws, and sufficient loose
cash or available equity to finance rehabilitation are
more likely to take advantage of the incentive pro-
grams. Those pursuing the tax credits are actually
encouraged to hire accountants and financial advisors
to guide them through the process.* These services
are expensive and only add to the burden faced by
low and moderate income individuals seeking to
take advantage of these programs. Moreover, these
credits largely benefit landlords or business owners.
Although the state credit applies to owner-occupied
homes, it still focuses on renovation projects valued at
more than $5,000.

In addition to the difficulties discussed above,
residents in historic districts have other concerns,
particularly gentrification. Neighborhoods can be-
come gentrified as residents and business owners are
attracted to historic areas to buy and fix up buildings
that previously were seen as inadequate. This process
can transform entire neighborhoods into fashionable
places to live, work, and shop. As a result of this
increased investment in gentrifying neighborhoods,
property values, rent, and taxes rise; in turn, lower-
income residents find it more and more difficult to
afford living in their communities and may eventu-
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ally be forced to leave. Rising property values can
benefit homeowners who wish to move or gain ac-
cess to more home equity, but subsequent increased
property taxes can be a prohibitive burden. Renters
are even more likely to suffer. Increased popularity
of a neighborhood can cause rapid increases in rent,
especially in cities without tenant protections such as
rent stabilization.

In addition, as wealthier individuals move in,
affordable neighborhood stores that serve lower-in-
come families may be replaced by specialty stores that
cater to those of higher incomes. Gentrifiers tend to
be white, college-educated, young professionals. In
some cases, gentrifiers push out nonwhite residents
from predominantly minority neighborhoods, dis-
rupting the social culture which attracted many of
the native residents to the area. While gentrification
may not necessarily force lower-income residents to
leave an area, it certainly changes the quality of life
in these neighborhoods, often making the area less
desirable to native residents.

Gentrification undoubtedly has its benefits.
Naturally, as individuals and businesses renovate
buildings, property values rise, creating greater tax
revenue for municipal governments.” Thus, redevel-
opment is generally welcomed by city governments.
More often than not, before undergoing gentrifi-
cation, neighborhoods are primarily recipients of
municipal services and contribute little to city cof-
fers. As reinvestment becomes widespread, the areas
transform into contributors to the municipal tax base
with a much reduced demand for city services. For
this reason, designating neighborhoods as historic
districts may appeal to local government officials who
use the designations to attract greater private invest-
ment in the areas.

To some, the quality of life improvements that
come with revitalizing older neighborhoods justifies
the displacement of some existing residents. Support-
ers of gentrification cite benefits such as lower crime
rates, more attention from municipal governments,
increased police patrols, and even better garbage
collection.® However, it is unclear whether existing
residents are able to afford to remain and enjoy these
benefits. The magnitude of displacement certainly
varies by community.
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The Case of Richmond, Virginia

The gentrification of historic areas and the
subsequent growth of historic preservation is an issue
that deserves greater investigation. Most research on
gentrification and displacement has been centered
around major cities such as Boston and New York,
while little has been reported on smaller cities, par-
ticularly those in the South. Known for its historic
neighborhoods such as the Fan —the largest intact
Victorian community in the United States— Rich-
mond, Virginia is an interesting case study for the
potential link between historic preservation and gen-
trification.”

In Richmond, there is a significant amount of
controversy over the property restrictions that ac-
company designations. Designed to maintain the
integrity of historic areas, restrictive preservation
regulations significantly impact residents and own-
ers. For instance, to replace windows, roofs, siding, or
other exterior components, the owner must apply for
special permits and receive approval from the City’s
Commission for Architectural Review. City officials
readily admit that regular exterior maintenance, such
as replacing a roof, is often more expensive as a result
of these regulations. High quality building materi-
als required by the Commission may last longer and
provide an ultimate financial benefit, but to lower-in-
come owners, investing in these materials may prove
to be a financial hardship.

Once again, higher income residents find the
rules less financially restrictive and have greater ac-
cess to information on government restrictions, so it
is easier for them to comply with such constraints.
If low-income residents are not able to afford basic
modifications to their properties, they will either be
forced to sell their homes and leave their neighbor-
hoods or will allow their properties to fall into disre-
pair. Clearly, both scenarios are undesirable.

Historic preservation in Richmond has been a
controversial issue among residents. The movement
began in the late 1950s with the preservation of the
residential area surrounding St. Johns Episcopal
Church, the site of Patrick Henry’s famous “Give me
liberty or give me death”speech. Historic preservation
has since spread to many other parts of Richmond.
Starting in the 1970s, a new district was added to
the National Register or designated by the City of

Richmond nearly every year, and about three national

districts per year have been designated since 2000.°
It seems Richmond has been struck with historic
preservation fever. In fact, the City of Richmond
and a select group of its residents have been so eager
to create new designations that sometimes they have
ignored public outcry, only to end up reversing local
designations after controversy and infighting.” Pres-
ervation and gentrification polarize the Richmond
community, with opinions often varying along class
and racial lines.

Despite the ongoing controversy, little research
has been done to determine if historic preservation
is actually correlated with demographic change in
Richmond’s neighborhoods. Census tract data from
1950 to 2000 show
that many areas
designated historic
in the 1950s, ‘60s,
and 70s have expe-
rienced significant
increases in home
values, household
income, and edu-
cational attainment
of residents com-
pared to the city
as a whole over
the same time pe-
riod. Furthermore,
the percentage of
nonwhite residents
living in some of
the districts has
decreased and ra-
cial integration in
historically ~ white
neighborhoods has been slow.’ While analysis of
Census data is far from an ideal method of identi-
fying gentrification and neighborhood change, the
trends are nevertheless compelling. If Richmond is
using preservation for community development and
the promotion of tourism, City officials should be
studying its implications.

In some cases,
gentrifiers push
out nonwhite
residents from
predominantly
minority negh-
borhoods,
disrupting the
social culture
which attracted
many of the na-
tive residents to
the area.

Options for Countering Gentrification and Displacement
There are options for reducing the potentially

harmful side effects of historic preservation. For ex-

ample, Richmond could expand the homeownership
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resources it has provided in its popular Neighborhoods
in Bloom community development program to those
in historic districts. The Neighborhoods in Bloom
program seeks to revitalize low-income communi-
ties through home ownership counseling and classes,
incentives for purchasing and rehabilitating prop-
erties, and partnerships to create owner-occupied
housing units."" This program could be expanded
to cover some historic neighborhoods since many of
the newly-designated historic districts with low-in-
come residents in North Richmond are located near
or adjacent to Neighborhoods in Bloom districts.
Greater homeownership helps prevent displacement
in gentrifying areas and is generally thought to be a
successful strategy for increasing wealth among those
with low and moderate incomes.

The City could also establish a type of emer-
gency maintenance fund for residents living in mu-
nicipal historic districts with regulations on property
renovations. This fund could provide assistance in the
form of matching grants or other subsidies to those
who need to make expensive, historically-appropri-
ate modifications to their homes. The Low Income
Historic Housing Rehabilitation Program in Phoe-
nix, Arizona may serve as an example for cities like
Richmond to follow.

In order to prevent historic districts, particularly
municipal districts with property regulations, from
being designated without the support of affected
residents, the City could consider instituting a voting
process to include residents in the decision making
process. To its credit, the City currently makes efforts
to contact residents and get their feedback before es-
tablishing municipal districts. However, a more for-
mal system of voting on designations would be more
equitable. In addition, voting could also be required
in districts undergoing state and national historic
designations. These designations are less controver-
sial, but it is important that affected residents have
the opportunity to sanction or prevent them through
a formal, binding process.

Finally, the City of Richmond should undertake
a project to analyze the effects of historic designa-
tions. The City alone has access to the most impor-
tant information and data for tracking reinvestment,
gentrification, and displacement trends. If it finds
that historic areas or other neighborhoods exhibit
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signs of displacement, it could go so far as instituting
rent stabilization policies to accompany new historic
designations.

Richmond, like many cities, faces a number of
serious problems. There are high levels of poverty
and crime, as well as a great need for social services
in many neighborhoods. If used as part of a holis-
tic community development strategy to empower
existing residents and welcome newcomers, historic
preservation can help address these problems. Rich-
mond should be proud of its history and take action
to protect historic structures; however, the govern-
ment must also prioritize the welfare of its residents,
particularly those with little financial resources and a
lack of political influence.
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