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Eastside Housing Market Issues and Opportunities
Written by: Rick Kibbey, CREC

Background

The key to the long term success of the Eastside as a neighborhood is the ability to attract and retain folks who value what the Eastside has to offer. At one point (in the early 1900s), this neighborhood was attractive to folks who were German Lutherans and wanted to work in the burgeoning auto/machine shop industry. At another point (from about 1930-1970), this neighborhood was the home of a very robust Roman Catholic parish, so successful that the mass was broadcast through mass media. The early literature of neighborhoods reflected the early reality of neighborhoods; tending towards homogeneity, oriented and shaped by the development of institutions serving that growing population, with relatively low mobility/turnover and living by the cycle of household formation/child-raising and retirement.

The physical make-up of Eastside housing stock clearly mirrors that pattern.  Formerly two German Lutheran churches sat across from each other at the corner of Penn and Michigan and the homes largely west of Penn are from that era (1885-1910). The explosive growth of the auto industry (1915-1930) and Resurrection parish was accompanied by the residential development from Pennsylvania Avenue to about Francis St. The second wave of settlement from that explosion filled in to Howard Street and was the population that surged into Grosbeck.  City annexation patterns also reflect that growth.

By the late 60s, the Eastside was an old neighborhood, with older householders and older homes. The old “filtering/life cycle” model of neighborhood change suggests that the functional life of a house is about 70 years, at which point the investment required to stave off the functional obsolescence of the unit bumps the housing unit out of consideration for “family” housing and it becomes housing for people less able to command attention in the housing market- poor folks or “marginal populations”.

Movements which began in the 1970s are still reverberating through older housing markets throughout America and the Eastside is very much a part of that movement. The children who were part of the baby boom left home and started looking for housing. Massive growth occurred in the public sector of the economy, especially universities and state government.  Finally, social movements were successful in shattering social constraints on the housing market, especially regarding racial segregation and discrimination against gay men and lesbians. This had several ramifications for the Eastside.

1. Starter households (younger, first time homeowners) typically buy less expensive housing. The housing market was less stratified then and the Eastside was a market of homes well cared for by their older owners.  The timing was very good. Both blue and white collar households found the neighborhood attractive. The neighborhood had both private and public schools of very high quality. Crime was low and the location was convenient.  This surge in demand prevented the deterioration/ abandonment phase that was typical at the time.

2. The growth in the public sector meant unprecedented job opportunities for the college graduates being pumped out by the universities. In a highly fortuitous circumstance, the Eastside is literally halfway between the university and state government. Changes in student housing policy in the late 60s released thousands of new renters into the regional housing market and the Eastside was the first stop with available housing and affordable rents outside the inflated East Lansing housing market. Upon graduation, instead of turning east on Michigan to go to MSU, the graduate turned west towards downtown and state government related job opportunities.

3. Reduction of discrimination in housing markets played out several ways in Lansing. In the social analysis that led to the Model Cities Program in Lansing, the Eastside was the ‘poorest white neighborhood’ in the city. In the language of the times, that meant it was about to become a minority neighborhood. This was even more likely since the historic African-American neighborhoods between the Olds plant and W. Kalamazoo Street were bumping into the area to the north, an area of brick homes and powerful residents.  The Westside was also the site of Lansing’s first neighborhood organization, which grew up around the theme of fighting block-busting. In an interesting turn for the times, the Westside neighborhood did not fight desegregation but created a bi-racial coalition to fight panic selling induced by realtors. At the same time, relocation plans for I-496 construction pushed hundreds of African-American households into the housing market with money to buy a home.  Federal anti-discrimination legislation in employment and housing meant African-American workers now had the money to buy a home and could range over a much larger market to find a house. While the Eastside got a share of African-American households dislocated by 496, shrewd planners and developers seized the opportunity to create new housing opportunities, both ownership and rental, in the less developed 3rd Ward on the southwest side. African-Americans displaced by the freeway either bought newly constructed homes or moved into newly constructed Southside apartments or townhouses. The softened Eastside housing market needed to replace its disappearing older population and was soon discovered by the burgeoning population of MSU students seeking off-campus residence.
4. The Eastside has for a long time enjoyed a reputation as a place where women living alone are relatively safe.  The availability of decent jobs for women at the university and state government created a larger than usual population of single women living alone, as did the more usual occurrence of older women as widows living alone.  The growth of the women’s movement at the university, in state government and in the car plants created a need for an institutional presence to serve that women’s movement. For over 40 years, that presence has been on the Eastside, in one form or another. A women’s bookstore, women’s businesses, self-defense studios, domestic violence shelters and now a women’s center, all speak to a community of women who call the Eastside home, both figuratively and now literally.  It is a rare street that does not have at least a couple of households with women-identified women, watching the street for safety, assisting older women living alone with chores, and in regular touch with each other through publications, organizations and social events. While not an exclusively lesbian grouping, it is a network that creates a comfort zone so lesbians and single women can feel safe in their homes and neighborhoods. While not a huge demographic, this community, concentrated here, has meant dozens and dozens of stable, community minded households and not coincidentally, with each home purchase, making it more likely that others will make a similar decision. While the neighborhood has many gay men as residents, the social center of that community seems to be settling in on the older west side neighborhoods, another traditional haven of tolerance.

5. The social movements of the 60s and 70s reflected themselves in others ways which affected the neighborhood.  The growth of a charismatic Christian movement on campus spun off a social movement which on the Eastside manifested itself as the “Work of Christ” community. A largely Roman Catholic movement here, its members lived in community, preferring to live near each other, and raising large families. Several dozen households located in identifiable pockets around the Eastside, digging in as homeowners, very active in the local parish and pumping new life into the parish and its school. The high cost of private education, combined with larger families, meant many Work of Christ children attended public high school (Eastern), creating a new level of community integration.  While some households have aged or moved on, many households still remain and now see their children settling in to become a new generation of Eastsiders. Despite sometimes sharp political and cultural differences, most neighborhoods have made an effort to, and largely succeeded in, finding common ground to nurture a neighborhood they all use and respect.

These are long term trends that have lead to a steady increase in the attractiveness and appreciation, both socially and financially, of Eastside homes.

It is also the case that property value appreciation has not been uniform.  This is not a neighborhood of graceful Queen Annes that will form the basis of a major historic district.  This is a neighborhood of modest homes with some charm but frankly, not much spectacular historic architecture.  Too, the short range of the Lansing commute does not create an in-town demand to avoid a 90 minute drive.  The ease with which developers of farm land can find water and a soil that “perks”  makes suburban housing somewhat cost competitive until quite recently. This has meant that the market forces driving Eastside revitalization have been soft pushes rather than wrenching surges. Certain parts of the neighborhood have persistent underlying problems, such as a flood plain or high volumes of traffic. And the demand for Eastside housing has not been enough to prevent various schemes by investors hoping to cash in on the latest real estate trend to strip a house, or the owner, of its equity and dumping it back on the market in a damaged condition. This has lead to a dual housing market, not unusual for an older neighborhood, where stable, well-maintained homes sit side by side with deeply troubled properties. 

The Eastside has shown up in most recent (within the last 10 years) housing studies as a market with above average prospects and continuing appeal to segments of the market who can afford to buy and have the ability to choose and choose the Eastside. Until recently, the appeal was growing steadily. 

1. The locational advantages persist.  While the distances have not changed,     the price of gas makes those distances more difficult to overlook.

2. While school quality issues waver, schools of choice make this less of an issue.  

3. It is the prevalence of other quality of life assets that make the neighborhood stand out.  Distance to medical care, a strong advantage in a neighborhood anchored by Sparrow, is a greater issue both for people with young children and older residents.  The recreational and environmental infrastructure is phenomenal in this area, with a wide range of recreational activities (including a nationally rated trail system, sand volleyball, kayaking, biking, a skate park, women’s and men’s softball, and a wide range of attractive walking destinations). The social infrastructure through the Allen Neighborhood Center is ever expanding and includes a very popular farmers market and a community greenhouse that is a regional draw. 

4. The housing stock itself has come back into style.  While not the soaring brick towers of the Olds Mansion, Eastside homes typically are compact and well built and  feature crown moldings, solid wood floors, bay windows and other amenities that a newer home buyer will expect to pay a stiff price for if it can be found. A growing community of renovators is demonstrating what can be done to make these older homes convenient and energy efficient while not compromising the original design.  Such a trend stands the old “functional obsolescence” argument on its head.

Stylish new housing is also beginning to spring up in sectors of the neighborhood.  A large condo development has grown up on Saginaw, planned for nearly 180 units.  Loft housing in a renovated wheelbarrow factory has added 120 units and an adjacent new construction loft project has over 30 with another 45 planned. The very popular stadium district has both apartments and condos for sale and adjoining projects by the same developer will include mixed use of residential, office and retail. A hyper-environmental project is also planned at E. Kalamazoo and the river.
The recent situation

Due to a flood of available capital and a weakening of regulatory oversight, the housing market has seen an increase in the rate of home ownership and a skyrocketing increase in home prices nation-wide.  The Eastside was ready for a boomlet and a boomlet we had, increasing our housing stock by over 292 units and a major increase in home value, all this after several decades of steady decline in our housing supply. The BTS (Boys Training School) project has added 50 units of owner-occupied condos so far, with platting and infrastructure for another 127.  Replicating the older patterns of the neighborhood, residential availability has increased in the areas nearer down town with 192 units of rental added at the two “lofts” projects on Saginaw and 50 units of very trendy rental and condo in the stadium district.  Plans are on the books for residential units as part of the market square project and ballpark north, and a  in the Townsend project at Kalamazoo and the river. The pace of redevelopment has now slowed.  The question is, for how long?

After a steady run-up of home prices, this nationwide housing “bubble” has deflated at different times and to varying degrees in markets across the nation.  Statistically, the bubble burst in June and July of 2006 when housing prices peaked and then began to decline. In attempting to analyze the impact of these changes on our Eastside housing market, it is useful to identify several factors. 

1.  Nationally, housing prices from July 2007 to July 2008 fell 16%.  That decline was not uniform nationally. In Sunbelt states with high growth rates and newer housing, prices fell between 20-30% depending on the market (Vegas 30%, phoenix 29%).  By contrast, in markets with older homes like Boston or Minneapolis, prices were relatively stable. Historically, Lansing housing prices typically lag behind national housing prices and Eastside housing prices lag behind Lansing prices.  While nationally the median value of a home is $191,471, in the Lansing area, the median value in May, 2008 was $119,885 (down 21% from the previous year). On the Eastside, for single family units south of Michigan, median prices seldom went above five figures. The argument over the real value of the asset/property secured by a mortgage loan is at the center of a raging international debate. 

2. It is useful, in dissecting these figures, to consider the three parts of the Eastside market : a) investors engaging in speculation, b) low income or poor credit risks newly in the ownership market and c) the credit worthy buyer, whether an owner-occupant or a landlord. Taken one at a time: A) The “flip that property” mentality was rampant in this “bubble” period. Steadily increasing values and the ready availability of cheap money provided a very attractive enticement to investors with little concern for the long term value of the property or the neighborhood. However, the central element of the “flip” proposal assumes it is as easy to sell as it is to buy. When credit lines froze, investors were stuck with property for which they often paid too much and are now unable to either sell or rent for enough to cover the monthly indebtedness. The first line to fall when the bubble burst was investors stuck with essentially no means of supporting their property and no financial reason to keep trying. They walk away and the lender becomes an unwilling landlord. B) The low income or poor credit risk buyer was often the projected buyer of this “flipped” property.  Unable to buy under conventional terms, and relatively unsophisticated in mortgage finances, the buyer does not know of other buying opportunities nor how to assess the actual conditions of the mortgage. Sold an adjustable rate mortgage with an accelerated payment after 2 or 3 years and the buyer soon finds themselves on the path to foreclosure.  C) Many creditworthy buyers, for homeownership or investment, were steered to dubious mortgage products. However, it was not necessary to be buying a home to get caught in this web.  Many credit-worthy folks who were existing homeowners took advantage of the rising value of their home to borrow against their equity, perhaps for outstanding bills or to improve their property. If this was done by re-financing the existing mortgage rather than a home equity loan, they might have become ensnared in the same mesh that entangles new buyers or those with poor credit.

3. The Lansing economy is of different composition than either the national or the Michigan economy. The Eastside economy is even more focused in growth areas (health care-Sparrow, insurance-PHP and Michigan Millers, biotech-Neogen) than nearly any other part of the Lansing region.  As much of this growth is still going on, the opportunity exists to orient housing development and redevelopment to the workers and managers in these new industries. All of this is on top of a vital retail and entertainment sector.  While Lansing has done relatively well in this situation, areas with a poor economy (say Detroit or Flint) are further aggravated in their housing problem by loss of income.  Even if the house is well-financed, it is tough to maintain a union lifestyle on a MacDonald’s wage.

It is within this context that we look at the damage done to our neighborhood by this financial explosion. A comprehensive discussion is beyond the scope of this paper.  We will limit our focus to two issues and two questions. The issues are: A. “How far has this wave of foreclosures extended into the Eastside?”,  and B. “What effect is it having on the sales and prices of housing, both owner-occupied and rental?” The summary questions are: ”What should a current owner do with their property?” and “What should a potential buyer do in these circumstances?”

Over a 30 year period, the Eastside housing market has consistently strengthened its core neighborhoods.  Lansing was ranked nationally as one of the most affordable housing markets in the country, along with similar cities in Michigan.  This has meant a long history of relatively inexpensive housing. We came to expect that a new family buying their first home could pick up a 2 story 1200 sq ft house for $40,000. That is not typical for the country but it was typical for here even 20 years ago. In the 90s the pace of appreciation accelerated and the steady 2-3% increases moved up to 5-6% annually.  It didn’t take long for $40,000 to start moving to $60,000, even $70,000 by 2000. When homes on Kipling and LaSalle started going for over $100,000, people started noticing and when the first home south of Michigan sold for over $100,000, the rush was on.

When flipping properties became common, it was more common in rental properties than among owner-occupants. While an owner expects to stay in their home for a longer period, and calculates the payment accordingly, flipping rental properties moved much quicker and with each sale, the price escalated. One story, two bedroom bungalows which had been selling for $35-50,000 were hitting the market and moving at $70,000.  Rental flippers who got in, and got out, made their money.  Owner-occupants who cashed out or borrowed against their equity, and stayed, got caught in the web and stuck with a home which, after the collapse, would not sell for the amount of the mortgages.

The numbers are staggering.  It is hard to realize, here on the Eastside, that we actually got off relatively easy.  Try telling that to a borrower with a mortgage they can’t afford. Nationally 1.3 million homes were in the foreclosure process in 2007, up from 660,000 in 2005. Trends for 2008 show the rate is actually accelerating.  Ingham County as a whole is experiencing relatively high rates, going from under 400 homes going to sheriff’s sale in 2000, to nearly 1700 homes in 2007.  The Eastside had less than 150 homes to sheriff’s sale in 2007.

When the banks foreclose, they try to sell the home to get what they can, in what is called a “distress sale”.  The horror stories of homes selling for a dollar are largely rumor but it is not uncommon for homes which had a $90,000 mortgage now selling for $70,000.
If we look at the map of foreclosed homes which have gone to sheriff sale, and examine the neighborhoods hardest hit, it is clear that buyers in lower income neighborhoods, especially with a high percentage of rentals, got hit hardest. On the Eastside, in 2007, there were 21 foreclosures leading to sheriff sales in the Eastside neighborhoods west of Pennsylvania.  By contrast, in the area between S. Clemens and S. Francis, south of Michigan, 11 homes were foreclosed.  And north of Michigan, up to Saginaw, between Marshall and Clemens, only 3 homes were foreclosed. In all of Groesbeck north of Saginaw to Lake Lansing Rd., only 5 were foreclosed while the Holmes to Allen area south of Main saw 13 owners lose their property.
Foreclosed homes present a number of problems.  First, they rend the social fabric of the neighborhood; familiar faces, children that go to school, fellow gardeners. In addition, a foreclosed property affects surrounding properties, driving down adjacent values by an average of 5%.  The banks are slow to act and currently overwhelmed so the empty houses can become a safety hazard.  Copper strippers are quick to find an unoccupied home.  And perhaps the worst, the foreclosed home sits atop the lifeline keeping the neighborhood alive.  More foreclosed homes means more houses for sale on the market and because of the interest in selling them fast, the price of a foreclosed home is often well below the usual asking price in that neighborhood, even before the run-up in prices.

The areas with the greatest number of distressed sales are the areas where there will be the greatest price reduction pressure. Looking at the assessors map for 2007 and 2008, we see…….
A major factor protecting housing values in Ingham County is the activity of the Ingham County Land Bank.  This operation, one of only three in the state, holds, maintains, improves and markets foreclosed properties that default to the county for unpaid taxes. These are typically the most distressed properties.  By keeping these homes safe, looking good and managing sales to avoid oversupply, the land bank is uniquely protecting all properties in the neighborhood, in addition to protecting the values of the properties they now own.

It’s an ill wind that doesn’t blow well for someone. If you have good credit and a mortgage source, it is an excellent time to buy a home.  Many of the more recent buyers chose the Eastside because it allows them the option of buying a home for far less than they might otherwise qualify for, freeing them from the financial burden of support a large house payment and thereby allowing a parent to stay home with a young child or the freedom to pursue a less lucrative but more rewarding career path. In a contra-cyclical logic, during financial crunches, households may be more reluctant to move and take on bigger debt so they stay here on the Eastside and improve where they live now.

Underlying nearly all advice to current homeowners is the historically and relatively low price paid for Eastside housing.  For a family who has reached to buy a $300,000 home, a 20% decline in home value means a loss of $60,000. Such a debt level can make a very large and long lasting impression on a family’s credit status. By contrast, a 10% loss on a house bought for $100,000 leaves room to see past the debt and into the future.  It does not suppress all future plans. Hence, the advice for most Eastside home buyers who are not in a crisis is you can probably ride this one out. The debt is manageable.  The long term prospects of the neighborhood are good.  Job prospects seem relatively solid. It’s no walk in the park.  It’s raining but it’s not Katrina.

Recommendations and Opportunities
As we fight our way out of the foreclosure mess, let us not seek to restore what was, but to move towards what we want

Protecting the residential core is essential.  
Now with housing values threatened on all sides, we cannot allow additional erosion from poorly designed and poorly enforced buffers between residential and commercial uses. The poorly designed, poorly enforced fences or skimpy landscape options have proven insufficient. Attractive, durable and effective buffers are critical to protecting incompatible uses from each other. More than ever, a careful review of any demolition action must be considered. Loss of units, through demolition can be offset by new construction; not just new homes but the attractive “retail down and housing up” or townhouses, especially appropriate to smaller lots with limited parking on corridors. 

Some of our hardest hit areas lie in the flood plain.  
This period of soft market values would be an excellent opportunity to assist current owners in the floodplain to sell for a fair price and to direct them into available housing elsewhere in the neighborhood or the city.  While the neighborhood has not been eligible for CDBG type funding, it is a target of post-Katrina flood prevention money, in addition to being heavily affected by foreclosures.
Assistance with land assembly and clearing/cleaning should include residential development, and not just economic development.
While much of our residential and commercial properties are substantial and appropriate candidates for renovation, we also have candidates for clearance and redevelopment. Redevelopment possibilities are a function of market appeal and right now our neighborhood offers much the market desires. The strongest growth sector on the Eastside has been relatively high density projects near to downtown and attraction corridors (rivers, the avenue). Avenue properties especially require patient assembly sufficient to attract long term sustainable redevelopment. The new capabilities of the Ingham County Land bank offer new options for land assembly, cleanup and redevelopment.
Our wide range of parks offers a special attraction to new young buyers. 
Young buyers have high expectations of the “place’ where they will settle and use their 21st century brain power. As it happens, Lansing has rich offerings in many of the desired categories.  Especially appealing is our system of parks and trails. Because may of the recreational facilities are developed after the fact, thought must be given to the integration between recreational uses and housing.
It is frequently observed that homes which in some way face a park welcome a park, while homes with a park over their back fence often view the park with trepidation. The issue is to insure there are “eyes on the park” but that uninvited traffic doesn’t merge into adjacent residential uses. A program to assist new or existing homes to face rather than back up to parks, trails, woods and natural amenities might include such elements as back decks or picture windows, intruder resistant landscaping, strict management of brushy undergrowth, tactical lighting and fencing, as well as features such as gardening that reinforces social boundaries of private vs. public use areas.
Assist in upgrading energy efficiency of Eastside homes
While the fundamental design and platting of Eastside homes is highly energy efficient, the homes themselves do not typically incorporate the newest generation of energy efficient features. This neighborhood has the immense good fortune to have a recently remodeled home on Leslie Street of a design typical of our neighborhood and also highly energy efficient.  Favorable tax treatment for historically sensitive and energy efficient rehabs such as that on Leslie St. would provide incentives for homeowners to invest and for builders to develop a business around energy efficient upgrades. 
Allow for deconstruction of older homes not able to be salvaged.  
The materials and labor in an existing home represents an enormous sunk cost of energy. Demolition and land filling of an older home is a criminal misuse of rare resources.  One of the lessons of Katrina was to demonstrate the methods by which historic building materials can be salvaged and reused.  The art of deconstruction is relatively new to Michigan but this seems a fertile ground in which it might grow.  This is an area where government can write the book.  They literally govern the rules of demolition and are the largest customer for demolition, either directly or indirectly.
The commitment to economic diversity must include affordable housing for startup and lower wage households.

The Eastside currently offers a wide range of affordable housing options. Redevelopment around a 21st century economy and the wealth of cultural amenities, if it goes like such development typically goes, will tilt the market more towards upmarket consumers and then upmarket residents.  Much of the vitality of the Eastside is a function of young neighbors, starter families, students, refugees, artists and others who choose the neighborhood not just for its convenience but also for its affordability.  We would not want to develop the neighborhood in a way that prices out entry level neighbors. Neither do we want to ghettoize these neighbors by restricting them to one area or building concentrated clusters of affordable housing. Working with the Land Bank to develop at least 25% of their homes on the Eastside into market rate units designed to appeal to younger workers in burgeoning industries (healthcare, biotech etc) would allow young buyers into the market without requiring them to become housing rehab specialists.  A set aside of perhaps12-15% of any project, new construction or redevelopment would insure a steady supply of entry level workers for Eastside businesses and a steady supply of new young neighbors to carry out community life.
Block by block review of the existing zoning map by a special committee with planning expertise, neighborhood orientation and development knowledge would help clear up zoning anomalies over the years and recommend rezoning. 
The committee should key in on opportunities to protect existing residential uses, promote new or redeveloped mixed use projects and clarify uses in the corridors. Pay particular attention to corridor properties- Michigan, Kalamazoo, Saginaw Oakland, Pennsylvania, and Clemens 
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