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Local economic development
initiatives from the bottom-up:
the role of community
development corporations

Flaminio Squazzoni

Abstract This paper deals with the pivotal role played by community
development corporations (CDCs) in local economic initiatives from
the bottom-up. These non-profit organizations are challenging the
top-down approach of political decision making, mobilizing community
assets, connecting inside and outside resources, synthesizing visions,
expertise and methods from private, public and community sectors. In
doing so, they are demonstrating the relevance of non-profit
organizations and institutions in fostering social capital and promoting
collective action across different sectors and actors. To illustrate these
arguments, this paper has reported two case studies of local
economic development initiatives in North America that are centered
on two CDCs. The positive effects and critical points of CDCs have
been addressed.

Introduction

In the globalization era, local communities and regions are called on to play
a front line role in mobilizing internal and external assets to establish econ-
omic development initiatives from the bottom-up (Robinson, 1995; Babacan
and Gopalkrishnan, 2001; Leeming, 2002; McCall, 2003). This is what
Kretzmann and McNight (1993) called ‘asset-based community develop-
ment’. This new approach closely rediscovers what Albert O. Hirschman
argued more than fifty years ago, that is, that economic development
does not merely depend on the optimal combination of given resources
or production factors, but rather on finding and mobilizing hidden and
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under-utilized capabilities and assets on the ground, step by step, searching
for bottom-up complementarities (Hirschman, 1958).

This paper aims to understand the reasons why community development
corporations (CDCs) are taking growing responsibility and authority on such
bottom-up local development initiatives in North America. The first section
shows the difference between corporate businesses, government institutions
and CDCs, focusing in particular on governance structures and organiz-
ational principles. Although there is no common definition of a CDC, this
section attempts to outline the most important features of these organiz-
ations. The second section introduces two case studies of development
initiatives in two North American communities. The final section summar-
izes the main findings of the paper and makes some critical remarks.

CDCs as carriers of local economic initiatives

There is a broad agreement that community organizations, in particular
CDCs, are playing an increasingly pivotal role in mastering and fostering
local economic development initiatives by bringing corporate business,
civic organizations and public agencies into concrete collaborations
(Austin, 2000; Bradshaw, 2000; Sagawa and Sega, 2000; Silverman, 2001;
Blaxter, Farnell and Watts, 2003). Typically, the purpose of these initiatives
is to produce a set of highly specialized public goods, such as, the improve-
ment of human and social capital in communities, or knowledge and tech-
nology transfer across sectors (Henton, Melville and Walesh, 2004). This is
accomplished by the commitment and involvement of different stake-
holders (e.g. producers, beneficiaries and philanthropists) belonging to
different socio-economic sectors and able to share time, knowledge,
money and expertise within project-oriented partnerships built around
long-term visions and commonly recognized goals. In this collaboration,
CDCs benefit from being perceived as community agencies capable of
endorsing the goals of community stakeholders and, as a consequence,
are often viewed as suitable collaboration platforms (Mendel, 2003).

The organizational outline of the community-based non-profit sector has
two levels: ‘informal” organizations, such as neighborhood associations or
grassroot associations, and “formal” organizations, such as CDCs (Green
and Haines, 2002). The first level embraces a plethora of autonomous
local associations, small with few staff, minimal structure, a weak hierarchy
and voluntary horizontal membership. These associations benefit from a
strong community identity, the sharing of social experience, voluntarism
and an attitude towards the reciprocity of community members. They
emerge around particular and challenging collective problems that can be
solved locally (Kelly and Caputo, 2006). They are often created and die
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quickly (Smith 1999a, 1999b). The second level includes organizations with
a more stable and articulated structure based on professionals, with a man-
agerial culture, and large-scale visions and goals. These organizations
operate on the financial markets by combining mixed sources of funding
and investing financial and human resources in economic community
development initiatives, with a strong focus on measurements, methods
and outcomes, as well as on the capitalization of economic and social
investments.

Unlike corporate business, CDCs have a governance structure directly
open to community leaders, interests and institutions and embedded into
the social context. They have the capacity to take high-risk initiatives
even in the absence of secure financial returns. They aim to generate posi-
tive externalities on other players and initiatives in the community. They
are capable of producing local public goods, strengthening social capital
and collective action within the communities. Like corporate businesses,
they operate in financial markets, they have a lot of professionals, they
use reputation to attract financial resources, they act in a managerial per-
spective and they make extensive use of evaluation, control and monitoring
tools and methods, such as reports, technologies and marketing strategies.

Unlike public government institutions, CDCs have the following
peculiarities: they are independent organizations, with an agile and flexible
style of doing things, are strongly embedded in their communities, pursue a
new approach to citizenship based on commitment, empowerment and par-
ticipation, include community members in the decision-making process
and in initiatives, they require direct participation and voluntary commit-
ment to people, but offer in return a reduced ‘delegacy’ in decision
making and authority and are embedded in a web of relations with other
community associations, such as neighborhood and grassroots associations
(Hughey, Speer and Peterson, 1999). Like public institutions, they have
public goals, they are policy makers in all respects, but they can overcome
those typical information asymmetries that penalize public institutions
when they set up social and public services, which were rightly emphasized
in the famous Weisbrod’s argument (Weisbrod, 1988).

Two case studies

To evaluate the pivotal role that CDCs can play in launching and managing
local development initiatives across sectors, two case studies have been
briefly introduced. The first one is the ‘Fruitvale BART Transit Village
Initiative” in Oakland, California, where, thanks to the strength of a local
CDC, the re-engineering of a transport infrastructure was given a chance
to re-design political participation and traditional decision making and
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involve the local community in economic development initiatives. The
second one focuses on a set of economic development initiatives under-
taken in the Maine region.

Case study I

The Fruitvale BART Transit Village Initiative is a broad partnership among
public, private and nonprofit organizations working together to revitalize a
community in Oakland, California, which was disadvantaged by a number
of economic and social problems. Oakland is the sixth city of California.
Situated on the eastern area of San Francisco Bay, it has a population of
395,000, with a majority of African-Americans and whites (43 percent).
Fruitvale is an Oakland neighborhood of 53,000 that earned its name
when German settlers immigrated to the area to plant fruit orchards. It
has over ninety percent minorities, as summarized in Table 1.

Until the 1950s, Fruitvale was a prosperous neighborhood, with a lot of
business activity. Fruitvale’s problems date back to the 1950s, when the con-
struction of new freeways created opportunities for manufacturing firms
and a new middle class began to localize outside the area. In the 1960s,
Fruitvale became a depressed area, even if it retained a number of signifi-
cant assets, such as an important railway station and a strong network of
non-profit organizations and civic associations.

A focal node of such associational tissue was the Unity Council, a CDC
with strong ethnic reference, founded in 1964 by Arabella Martinez, Assist-
ant Secretary of the US Department of Health, under the name of “The
Spanish Speaking Unity Council’. The Unity Council became in all respects
a non-profit organization in 1968, with the aim of promoting community
initiatives to improve the environmental, economic and social quality of
community life, such as development of affordable housing, business
assistance, job readiness and employment services and cultural initiatives
(CDC Oral History Project, 2003).

Table 1. Data on Fruitvale neighborhood (1990 US Census)

LLocalization Downtown Oakland,
Southeast area

Population 53,000
Racial and ethnic composition (percent)
Latino 52
Asian/Pacific islanders 23
African-American 6
White 7
Native American 2

Others |
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The Fruitvale Village project was created in June 1991, first as an informal
opposition to the BART (Bay Area Rapid Transit District) plan to build a
multi-level parking facility adjacent to the station. The basic assumption
of the BART plan was that the Fruitvale crisis was mainly dependent on
its inability to encourage consumption by station users and to connect the
station with commercial activities. The community opposed this on the
grounds that such an initiative would cause several negative externalities
on its quality of life, such as the split between commercial and residential
neighborhoods, increased crime, traffic congestion and environmental pro-
blems. In a word, the parking facility would not be an appropriate answer
to economic and social needs of the community (Snow, 2001).

The Unity Council decided to lead the community opposition, starting to
defend it against local and national political authorities under the principle
that revitalization initiatives at a local level should directly involve the com-
munity in the evaluation and decision-making processes. Thus, the usual
information asymmetries of community needs between decision makers,
technicians and residents would be reduced, as well as new ideas and sol-
ution explored. The proposal of the Unity Council was to consider the local
community as a knowledge bearer, a repository of fundamental compe-
tences and a source of ideas and intuitions to be exploited.

In February 1992, thanks to social embedding, reputation and acquired
authority, the Unity Council was allowed by the City of Oakland in Com-
munity Development Block Grant Funds to initiate a community planning
process to understand how to revitalize the area appropriately. The Unity
Council began to organize a series of workshops and meetings with differ-
ent community stakeholders, namely civic associations, neighborhood
associations, businesses, professionals, representatives of local institutions,
local non-profit organizations and residents. From these first workshops,
after further funds from US DOT in 1993 and a set of economic, traffic
and engineering studies on the area, the idea emerged of organizing a com-
munity design symposium. Architects began to work together with com-
munity representatives to translate ideas and intuitions in the feasible
projects. After several community meetings, a more restricted decision-
making unit was founded, under the name of ‘Facade Improvement
Design Committee’, composed of community residents, architects and
planning experts. In July 1994, Unity Council, BART and City of Oakland
signed a memorandum of understanding and formed the Fruitvale Policy
Committee to foster financial, organizational and law synergies.

In 1995, the Unity Council organized a series of community site planning
meetings to help stakeholders to find an agreement about plans. Partici-
pants identified crime, lack of retail business and community services,
the negative image of the area and the lack of connection between the
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station and the community as strategic issues to be dealt with and as
problems to be solved. Other issues to be taken into account were job
creation, quality of the environment, the availability of rental services in
the community as well as affordable housing.

After these meetings and some final technical studies, the Unity Council
established the Fruitvale Development Corporation to manage the
implementation of these initiatives. Fruitvale Development Corporation is
a non-profit public benefit corporation with representatives from local
associations, foundations and corporate businesses involved in the project
as its main stakeholders. The mission is two fold: enlarging the social
impact of the initiative, trying to use the re-engineering of the infrastructure
as a chance for solving community problems, and at the same time, keeping
the initiative feasibility under control, managing its multiple objectives
(Martinez, Cohen and O’Hare, 2002).

The initiative finally entered into action. As is summarized in Table 2,
originating from the old transportation infrastructure and the BART orig-
inal parking plan and thanks to the Unity Council, wide participation
and community decision making, the result was a new infrastructure on
19 acres, creating 700 new jobs (including several new professions) and
about $150 million of investment. These included a set of public, economic
and social services, with La Clinica de La Raza’s modern community health
clinic, a child development center, senior and family housing and the Cesar
Chavez Public Library. This meant a set of activities that allowed the trans-
formation of traffic on the broad scale of community change, with an
important effect on the local labor market, advantages both for residents
and users, in a traffic area that counted 15,000 everyday users (O’Hara,
2001; Owen, 2002). The connection between the station and the East 12th
Street commercial district, through a new pedestrian area, allowed the revi-
talization of neighborhood commercial activities and more outside consu-
mers. The municipality benefited from the success of the initiative, above

Table 2. Composition of Fruitvale Transit Village (US Department of Transportation, 2003)

Retail/restaurant use 45,000 ft?
Non-profit health-care clinic 55,000 ft*
Child care facility 55,000 ft?
Library 15,000 ft?
Executives offices 45,000 ft?
Units of housing 68

Units of mixed-income housing 220

Parking garages for 1500 cars 2
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all thanks to new knowledge about participative decision making and best
practices to be exploited in other initiatives.

Case study I1

The Maine Fisheries Project is a multi-faceted initiative to revitalize the
fishing industry in the Maine region, established by Coastal Enterprise
Inc. (CEI), a local CDC, in 1994. CEI was founded in Wiscasset, Maine in
1977 (Table 3). From its foundation, the CEI mission was to improve the
quality of economic and social development in the region. This was done
with the following initiatives: providing financing and supporting job-
creating small businesses in the fishing industry, guaranteeing technical
and financial services, promoting employment, diffusing the economic
advantages of business to community, developing research projects for
new products and fostering the implementation of new technologies on
management and organizational processes, strengthening collaboration
scaffolds between scientific research and industrial applications and
finally, guaranteeing development and reproduction of natural resources
in the Maine region. To support local financial investments, CEI applied a
venture capital model, based on diversification of financial assets and
sources, a strategic marketing approach, close attention to communication
and reputation, and a managerial approach to innovation projects (Jegen,
1998).

As is summarized in Table 4, the fishing industry is an important asset for
the State of Maine, with an estimated number of more than 10,000 of both
part-time and full-time fishermen, 26,000 jobs in the commercial sector
and about $777 million of average value for the whole industry per year.
In the early 1990s, this industry suffered from strong competitive pressure,
with subsequent negative effects on 26,000 employees, in terms of price
reduction in goods and a drastic shrinkage of demand (CEI, 2004a).

The Maine Fisheries Project created by CEI is a good example of an
integrated approach to environmental, economic and social sustainable

Table 3. Data on CEI on 2002 (CEI, 2002)

Staff 92 people
Loans/investment outstanding 571

Capital under management $107 million
Businesses financed 1310

Loan dollars invested $108 million
Jobs created and maintained 15,000
Affordable housing units created 526

Firms or people counseled 15,000
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Table 4. Data on the fishing industry in Maine updated in 2003 (CEI, 2004a)

Estimated average value of the $777 million per year

Maine fishing industry

Average catch in 2000 328.8 million

Catch average weight per year in the area 256.8 million of Libra

Value compared with other areas In 2000—2003, in fishing, Maine is ranked first

in the Northeast areas for catch and added
value. Portland is ranked third in Northeast
and ninth at a national level

Jobs in the commercial sector 26,000

Fish species 70

Number of permits in 2000 18,000
Estimated number of full-time fishermen 6000
Estimated number of part-time fishermen 4300

Value of lobster fishing in 1999 184.6 million

development and demonstrates how community economic development
can succeed on a systemic scale. CEI strategies conform to what Kretzmann
and McNight (1993) called an asset-based community development strat-
egy. First, it maps existing and hidden community assets. Second, it
mobilizes, coordinates and makes them complementary and effective for
community development. These assets referred initially to a vast number
of individuals working in the fishing industry who demonstrated their
commitment to participate in community development projects as volun-
teer boards with a strong responsibility for initiatives. Then, relevant
assets such as knowledge, direct commitment, ideas and intuition came
from workers, fishermen’s families and directly involved local businesses.
Other relevant assets came from a web of entrepreneurial associations,
research centers and businesses networks that CEI attracted with the aim
of developing strategic initiatives to re-define markets, identify new pro-
ducts and promote technology investment. Finally, a vast amount of finan-
cial, human, knowledge and scientific resources came from within both CEI
and its network and community, which included philanthropic foun-
dations, banks, corporate businesses, political institutions and professional
associations.

One of the best tools elaborated by CEI was the so-called ‘Fishtag’,
founded in 1999. Fishtag was a successful attempt to institutionalize a
mechanism for regulating the transactions and partnerships among all
players involved in research and applied industrial projects, such as entre-
preneurs, consumers and researchers, with the aim of fostering information
sharing, scientific knowledge creation and diffusion and community
management, through a series of formal agreements regulating access to
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funding. CEI offered Fishtag partners financial, technical and organiz-
ational services. Between 1999 and 2003, Fishtag projects grew by 53
percent, with a total amount of 32 outstanding projects. They generated
$2.6 million of financial investments (plus $3.8 million from CEI investment
and debt), created 95 new jobs and involved more than 70 fishermen and
representatives of the fishing industry. It is calculated that the research pro-
jects had a strong impact on the area in terms of innovation and returns on
investment (CEI, 2003).

The science—industry collaboration under Fishtag also discovered new
potential market niches, new market segmentation, process and technology
innovation, new educational programs for young, women and workers in
the region, with a reduction of the critical mismatch between competencies
needed by the market and people’s competencies (Sheenan and Cow-
perthwaite 2002; CEI 2004c).

The positive externalities of the Maine Fisheries Project on market labor
and entrepreneurship in the Maine region are summarized in Table 5.
The financial side of success was due to the adoption of a venture capital
approach. Financial institutions appreciated the presence of an organiz-
ation, such as CEI, that was capable of allocating economic and human
resources on risky long-term initiatives in a socially responsible way. This
was in order to generate measurable social and economic returns, to
trigger significant social impacts and at the same time, to strengthen its
organizational capabilities, thus reinforcing its role as a pivot for the devel-
opment of effective projects in the area.

Concluding remarks

As Knotts (2006) emphasized, we are still far from measuring and under-
standing fully the effects of CDCs on community development, or
drawing lessons from particular case studies to be generalized on a broad
scale. Moreover, community development analysts are divided over the

Table 5. Impact of CEI and Maine Fisheries Project on the fishing industry in Maine (CEIL, 2004b)

Amount of funding in Maine Fisheries Project $31.5 million

Number of loans to businesses in the 133
fishing sector

Impact of Maine Fisheries Project on the local ['1'15 full time jobs and 224 part-time jobs
labor market

Average salary per hour in new jobs $10 per hour, benefits excluded

Use of loans/investments by businesses 39 start-ups; 36 industrial restructuring; 58

expansion projects
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positive or negative effects of CDCs. Some emphasize that CDCs tend to
subordinate themselves to commercial interests, that they cannot fully
grasp and interpret the conflicting nature of community voices and the
ambivalence of the community with its conservative and progressive poten-
tial, or that they are not always able to build strong ties with the plethora of
community associations, from which community opinions and leaders
arise. On the other hand, others emphasize the capacity of CDCs to generate
social capital and to foster collective action in communities by connecting
methods and approaches from different sectors. At the same time, everyday
globalization implies a set of challenges and dilemmas for the societal func-
tions of CDCs and for the relevance of the community as a locus of political,
social and economical change in an unpredictable scenario (Bratt and Rohe,
2007; Shaw, 2008).

In this respect, the case studies introduced in this paper allow us to empha-
size the positive side of the coin, but also some critical points. First, the two
stories address very different initiatives. The Fruitvale initiative is embedded
on a very local scale, whereas the Maine Fisheries Project addresses a socio-
economic challenge at a region level. The latter highlights recent changes in
the range and functions of CDCs, which are not only interested in neighbor-
hood issues or affordable housing initiatives, but also in coping with broad
socio-economic challenges. The first case study allows us to appreciate the
policy-making function that a CDC can play if it is able to lend an ear to
and endorse community voices. The second allows us to appreciate the rel-
evance of CDCs in generating collaborative frameworks and specific collec-
tive action institutions across public, private and community sectors to solve
very complex and integrated development problems.

Second, the success of the initiatives was influenced by a socially shared
community threat line and by some positive contingent factors as well. In
the Fruitvale village case, the threat was an unpopular public plan that
mobilized the community voice. On the other hand, success mostly rested
on the intuition of local government institutions in stepping-back from lea-
dership and decisions, and in supporting the initiative, and on the capa-
bility of the Unity Council to endorse, manage and expedite the
community voice. At the same time, the Unity Council pursued a strategy
of using this initiative to redefine its target, that is, to become a CDC to all
intents and purposes, and not only a ‘Spanish speaking’ organization.
Although it benefited from an alignment of interests of all the players
involved, which is not always the general rule in community activity, the
Unity Council continually looked to involve community associations,
leaders and residents in each step of the initiative and above all to reduce
information asymmetries between planners, technicians and citizens to
find a collective way towards innovation.
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In the Maine Fisheries Project case, the threat was an economic crisis per-
ceived by all participants in the fishing industry. The contingent factor was
the promptness of people to defend local identity, capabilities and products
against the globalization challenge. Success was strongly dependent upon
the capability of the CEI to create a collaboration framework to support
inter-sector initiatives, and in particular, to create specific institutions
(such as Fishtag) and other initiatives that have helped players to regulate
collaboration and knowledge externalities.

Third, there are also some critical points to be raised. Both cases call for the
burning question of how corporate players can decide on public domain
issues, since it is unlikely that they can represent universal interests. As a
matter of fact, the authority of corporate players, such as CDCs that speak
for public interest, comes from direct involvement and power and not from
democratic ‘delegation’. Without entering into a debate on the benefits and
dangers of interest associations and private governments or mirror the
debate on the crisis of democratic institutions in the era of globalization
(e.g. Streeck et al., 2006), it is without doubt that CDCs have hit this nerve.

The main theoretical finding from the two cases is that, those initiatives
would not have been possible either from market incentives and motivations,
or to top-down public government authority. As is well known, non-profit
organizations such as CDCs can often act to reduce information asymmetries
between investors and beneficiaries, to foster collective action frameworks by
generating social capital and effectively to align the goals of people involved
in the production of public goods (Weisbrod, 1997; Deshi, 2000; Mubangizi,
2003). The capability of the Unity Council and CEI to generate social
capital allowed the communities to tap important social and economic
resources in order to support their initiatives, both inside and outside the
communities, including funding, the commitment of individuals and associ-
ations, capabilities, time, trust and positive expectations. All of this would
have been impossible by means of market or state mechanisms, i.e. by
playing on private interest and individual profit-oriented motivation or by
using top-down traditional political institutions (Dasgupta, 2000).

In the best case scenario, CDCs can benefit from their capacity of gener-
ating and managing inter-sector partnerships, from a mix of public vocation
goals and organizational managerial methods (Carman, 2001 and Von
Hofmann, 2001) and from their horizontal and participative governance
structures. Moreover, they can benefit from being socially embedded,
their capacity of producing social capital and collective mobilization, their
cultural roots in communities, their capacity of combining social and econ-
omic objectives, by producing social services, goods and capitalizing, and at
the same time financial, organizational and human resources (Lenzi, 1992;
Jegen, 1998; Sullivan, 1998; Van Auken, 2002).
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Such a double bottom-line is particularly evident in the case study on
CEL This case study indicates that CDCs can fruitfully combine the pro-
duction of public goods with the need for capitalizing financial and
human resources, applying scientific methods of project management and
monitoring and evaluating outcomes. The latter are the most significant
levers to attract private capital for social initiatives. On this, the CEI case
study conforms to what Henton, Melville and Walesh (2004) defined
‘civic entrepreneurship’ and ‘regional stewardship’. In this sense, the
entrepreneurial spirit, method and vision typical of economic spheres are
applied to social purposes and dedicated to strengthen community vision,
empowerment and capabilities (Community Wealth Ventures, 2002).
Examples of this kind are essential to look for positive integration and
collaboration between the economy and society (Waddell, 1995; Hautekeur,
2005), as well as to transform the old tradition of giving (just money and
not strategic commitment) that has been established by twentieth century
philanthropic institutions (Tracey, Phillips and Haugh, 2005).

In conclusion, it is worth noting that one could find that the two case
studies over-represent the positive aspects of CDCs, even if some critical
points have been mentioned. CEI and the Unity Council can be viewed as
examples of high profile and excellent CDCs. Most CDCs are not prepared
to cope with globalization challenges given that most of the problems
addressed are due to national or international factors (Bratt and Rohe,
2007). But, unlike the average CDCs in North America, with 6-7 full-time
employees and 19 in total, little annual funds and specializing in affordable
housing, the Unity Council and CEI are two exceptional cases (Vidal, 1997;
Von Hoffman, 2001). In a sense, their excellence comes from the fact that
they demonstrate the potential of the CDC return to more challenging socio-
economic initiatives, after their retreat into less risky investment areas,
under the motto ‘housing first’, before the 1990s (Vidal, 1997; Von
Hoffman, 2001). Such excellence does not debase the relevance of the
lessons we can learn from these case studies. At the same time, a debate
on the consequence of the growth of these corporate organizations for
public domain issues, on their effective capability to encourage community
participation and leadership and on their inclusiveness towards plural and
universal interests should absolutely be made.
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