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property tax revenues that fund essential 
local services. Local governments, 
not banks, are often the first line of 
support for residents facing foreclosure. 
Therefore, local governments must be 
equipped to handle resident concerns – 

understanding both immediate and longer 
term financial effects of foreclosure. 
In addition, foreclosures often cause 
abandoned houses, blight, increased 

Battling foreclosures and saving neighborhoods:             
What can local governments do?

criminal activity, and vandalism—all 
reducing neighborhood appeal.

To assist residents, local governments 
can be proactive by developing local 
programs, policies, and ordinances to 

protect the quality of their communities, 
buildings, and infrastructure. Local 
government can also help educate 
residents on the importance of getting 

Introduction
Daily stories in the national and local media 
report on the growth in foreclosure rates, 
the efforts being made to assist borrowers, 
and the financial institutions caught up in 
this crisis. According to Moody’s Economy, 
the foreclosure rate is nearing 25,000 a 
week. This figure points toward the loss 
of more than two million homes in 2008-
2009. According to RealtyTrac,1 the most-
often quoted source on foreclosure data, 
the number of foreclosures nationwide in 
August 2008, was 303,879, an increase of 27 
percent from a year earlier. This translates as 
one in every 416 U.S. households receiving 
a foreclosure filing during the month. The 
struggling economy, softening property 
values, and job losses are among the major 
causes for the increase in foreclosures, 
especially in Michigan; but they are not the 
only factors. Re-setting of subprime loans, 
financial and market practices, predatory 
lending, limited oversight, as well as personal 
factors such as lack of understanding of loan 
conditions and bad financial decisions have 
all played a role in this crisis. Subsequently, 
solving the problem requires a multi-
faceted approach that includes the federal 
government, financial institutions, legal aid, 
state and local government, and community-
based advocacy groups.

Local governments are afflicted by the 
foreclosure problem due to its affect on 
residents, property values, and declining 

Michigan has consistently been among the top states in numbers and growth of 
foreclosures. In the second quarter of 2008, Michigan ranked fifth in the nation for 
foreclosure filings, with 32,868 foreclosure notices reported between April and June. 
This is a 73 percent increase from the second quarter of 2007.
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assistance as soon as possible and provide 
residents with access to financial and 
foreclosure counseling. Planners and 
community development practitioners 
also play an important role in 
developing and providing local solutions 
to this national crisis, through tools, 
regulations, and outreach. 

Understanding 
foreclosure
There are two types of foreclosure. 
The first, mortgage foreclosure, is a 
legal proceeding in which the financier 
of a mortgage seeks to regain property 
because the borrower defaults on 
payments. The second type is property 
tax foreclosure, where the homeowner 
defaults on local property taxes, and 
the county treasurer begins foreclosure 
proceedings. The number of mortgage 
foreclosures vastly outweighs tax 
foreclosures.

Foreclosures impact homeowners, 
banks, and financial institutions, as 
well as renters, neighborhoods, and 
all levels of governments. Addressing 
the problem can be as complex as the 
problem itself, and requires a multi-
faceted response. Repercussions of 
foreclosure effect:

Homeowners – The personal financial 
problems associated with losing a home 
through foreclosure may lead to loss of 
credit, depression, fear, bankruptcy, and 
homelessness.

Banks and financial institutions – 
Substantial economic losses, unwanted 
inventory, and increased legal costs all 
occur when a foreclosure is filed.

Renters – Any renter living in a 
building that is foreclosed on can be 
evicted even if the renter has never 
missed a month’s rent.

Neighborhoods – Homeowners 
experiencing little or no financial 
trouble suffer the spillover effects of 
neighborhood decay, including reduced 

property values as a result of abandoned 
homes, disrepair, blight, crime, lost 
sense of safety, and population decline. 

Local governments – Communities 
are faced with reduced property tax 
revenues, which means reduced ability 
to meet service demands and possible 
cuts in essential public services (i.e., 
public safety, code enforcement, and 
infrastructure maintenance).

Foreclosures in 
Michigan
Two major ongoing events have 
merged to create a “perfect storm” 
in Michigan’s housing market. The 
sour economy and job losses over the 
last five years created an environment 
vulnerable to foreclosures. Add the 
resetting of subprime mortgages and 
abusive or “predatory” lending practices 
to this already strained environment and 
Michigan’s high foreclosure numbers 
prevail.

The problem of subprime and 
predatory lending
According to the Michigan State 
Housing Development Authority 
(MSHDA), subprime mortgages make 
up about 13 percent of all mortgages 
in Michigan. However, almost 14 
percent of all subprime mortgages are in 

foreclosure, compared to 1.74 percent 
of prime mortgages. An additional 21 
percent of subprime loans are seriously 
delinquent and in danger of becoming 
future foreclosures (based on data from 
the Mortgage Bankers Association 
(MBA)). According to the Pew 
Charitable Trust, 30 percent of all loans 
made in Michigan in 2005-2006 were 
subprime loans; it is further estimated 
that one in 36 homeowners will 
experience a foreclosure on their home 
as a result of a subprime loan. 

Subprime mortgages and predatory 
lending are NOT the same. Although 
they are two distinct and different 
practices, both play major roles in 
the foreclosure problem. Subprime 
mortgages are not inherently bad, 
but are generally less straightforward 
than traditional or prime mortgages. 
The major problem with subprime 
mortgages has been the astounding 
growth in the number offered over 
the last few years. Subprime mortgages 
comprised 8.6 percent of all mortgages 
in 2001, soaring to 20.1 percent by 
2006. Since 2004, more than 90 percent 
of subprime mortgages came with 
adjustable interest rates that started low 
and then jumped sharply. In contrast, 
predatory lending involves abusive 
practices that target those least likely to 
be able to repay, and includes hidden 
fees and high interest rates.

figure 1: Estimated cost of foreclosure 

Total Cost of foreclosure = $77,935
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$50,000
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Neighbor's home value

Source: Sheltering Neighborhoods from the Subprime Foreclosure Storm. Special Report from the Joint 
Economic Committee.
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Michigan has consistently been among 
the top states in numbers and growth 
of foreclosures for both prime and 
subprime mortgages. RealtyTrac 
reported that in the second quarter 
of 2008, Michigan ranked fifth in the 
nation for foreclosure filings, with 
32,868 foreclosure notices reported 
between April and June. This is a 
73 percent increase from the second 
quarter of 2007. Among the 100 largest 
Metropolitan Statistical Areas in the 
nation, Warren-Troy-Farmington Hills, 
Grand Rapids-Wyoming, and Detroit-
Livonia-Dearborn are all in the top 10 
highest risk markets for default (First 
American Core Logic Mortgage Risk 
Index).

Southeast Michigan has been hit 
particularly hard by the foreclosure 
problem. While accounting for 40 
percent of Michigan’s total population, 
the tri-county area of Macomb, 
Oakland, and Wayne Counties accounts 
for 63 percent of all foreclosure notices 
in the state for May 2008. Wayne 
County has the highest foreclosure 
rate in the state with one in every 
169 housing units listed as being in 
foreclosure, followed by Macomb with 
one in every 248 housing 
units, and Oakland with one 
in every 307 housing units. 
As a state, one in every 332 
households is reported to 
be a foreclosure property 
(RealtyTrac).

Declining property 
values
According to the U.S. 
Census Bureau, roughly 
2.3 million homes (nearly 
three percent of the nation’s 
total) are vacant and on the 
market – that is the highest 
proportion since the Census 
Bureau began keeping track 
in 1956 (Bloomberg News, 
May 2, 2008). Southeast 
Michigan Council of 
Governments (SEMCOG) 
estimates that based on April 

2008, Census Bureau data, 7.2 percent 
of housing units in Southeast Michigan 
were vacant in July 2008, compared to 
5.5 percent in April 2000. 

The painful truth is tax and mortgage 
foreclosure can dissolve even the 
strongest of neighborhoods. The 
foreclosure process can change a once 
solid single-family home into a decent 
rental house, to a dilapidated rental 
house, to an abandoned house, until 
the property becomes valueless and a 
detriment to the larger community. 

A 2007 Michigan State University Land 
Policy Institute report found that in the 
City of Flint, Michigan, an abandoned 
structure within 500 feet will reduce the 
sale price of a residence by 2.27 percent; 
an additional abandoned structure 
within 501-1,000 feet will decrease 
the sale price by 1.92 percent; and an 
additional abandoned structure between 
1001-1500 feet will decrease the sale 
price by 1.11 percent. Additionally, a 
2001 Temple University study found 
that all else being equal, houses on 
blocks that include abandoned homes 
sold for $6,715 less than houses on 
blocks with no abandonment.

Vacant and abandoned land is a harsh 
and growing problem in both urban 
and rural regions throughout the nation 
and in Michigan. Not only do vacant 
properties depress neighborhoods 
by creating eye-sores and decreasing 
housing values, they also greatly 
obstruct local governments’ ability to 
deliver vital services to residents. Vacant 
properties do not produce property tax 
revenue for cities, which is generally 
their main revenue source. Abandoned 
land further discourages property 
ownership, attracts crime, creates health 
hazards, and requires disproportionate 
amounts of public services and 
maintenance.

According to the National Vacant 
Properties Campaign, more than 12,000 
fires break out in vacant structures each 
year in the United States, resulting in 
$73 million in property damage. The 
City of Detroit alone spends $800,000 
per year cleaning vacant lots.

The Associated Press found that 
foreclosure sales in Michigan made 
up more than nine percent of all 
sales in 2007, nearly twice the rate in 
the previous year, resulting in major 

property value declines in 
areas with large numbers 
of foreclosures. All of 
these issues create major 
challenges for Michigan. 

Solutions 
and 
initiatives
Just as the causes 
and consequences of 
foreclosure on families, 
communities, and 
neighborhoods are diverse 
and complex, so are the 
preventive strategies 
and responses. Local 
governments and planning 
practitioners have a 
number of tools available 
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to address the widespread affects of 
foreclosure. 

Federal Initiatives
At the federal level, a number of 
programs assist in redeveloping 
abandoned foreclosed homes. 
These include Housing and Urban 
Deevelopment (HUD) programs 
such as the Dollar Home Program, 
Community Development Block Grant 
(CDBG) program, Neighborhood 
Strategic Revitalization Area program, 
Brownfields Economic Development 
Initiative, and HOME Investment 
Partnership program.  

State Initiatives
Michigan also offers assistance 
to communities through a blight 
elimination initiative for revitalization 
of economically challenged Cities 
of Promise communities including 
Detroit, Hamtramck, Highland Park, 
Muskegon Heights, Flint, Benton 
Harbor, and Pontiac. 

The Land Bank Solution
One possible solution to curb the 
affects of vacant and abandoned 
properties and develop tax foreclosed 
properties is the creation of a land 
bank. Generally, vacant land costs are 
incurred by both local governments 
and the taxpayer in time and money 
for management and security.

A land bank is a public authority created 
to efficiently acquire, hold, manage, 
and develop tax foreclosed property, 
as well as other vacant and abandoned 
properties. Currently, there are 10 
county land banks in Michigan (see 
sidebar for complete list). In short, a 
land bank is a mechanism for a county, 
or local government (the Detroit City 
Council approved creation of a land 
bank on July 29, 2008) to collect and 
manage abandoned, dilapidated, tax-
reverted properties so that they are 
repaired, maintained, and put back into 
productive use. Michigan authorizes 
land banks to receive properties 
forfeited to the state as a result of tax 
foreclosure proceedings.

Ordinances
State statutes can help local governments 
craft ordinances to strengthen 
neighborhoods. Potential ordinances 
(and section location in the Michigan 
Compiled Laws) include:

•	 Abandoned possessions (MCL 
750.493d),

•	 Dangerous building (MCL 125.401 
et. seq),

•	 Fire prevention [see the International 
Fire Code, (ICC)],

•	 Grass and noxious weeds (MCL 
247.61 et seq),

•	 Housing (MCL 125.401 et. seq),
•	 Inoperable vehicle [see Grand Rapids 

Code of Ordinances, chapter 151, 
section 9, 108(11)],

•	 Litter,
•	 Nuisance [see State Housing Law 

or the International Property 
Maintenance Code (ICC)],

•	 Property maintenance [Code will 
be enforced through the Michigan 
Building Code and possibly the 
Michigan Residential Code. See, in 
general, “Local Property Maintenance 
Codes,” a publication of the 
Municipal Litigation Center.],

•	 Zoning (MCL 125.3407).
For additional information on Michigan 
ordinances see the Michigan Municipal 
League’s report: Restoring Michigan 
Communities Building by Building.

Legislative Solutions and 
Initiatives
On July 30, 2008, President George 
Bush signed into law one of the most 
significant housing bills in the nation’s 
history - the Housing and Economic 
Recovery Act of 2008. This legislation 
helps address the foreclosure crisis by 
offering affordable government-backed 
mortgages to homeowners at risk of 
foreclosure. It also bolsters Fannie 
Mae and Freddie Mac (government 
sponsored enterprises that provide a 
secondary mortgage market) with a 
temporary rescue plan and a new, more 
stringent regulator.

For state and local governments, the 
most important aspect of this legislation 
provides $4 billion in CDBG funds for 
the redevelopment of abandoned and 
foreclosed homes. The bill sets aside 
$80 million for housing counseling, 
meaning that a total of $3.92 billion 
is available to support state and local 
governments’ eligible neighborhood 
stabilization activities.

It is vital that state and local 
governments understand this legislation 
so they can assist qualified residents 
access refinancing programs. It is 
believed that this legislation could help 
an estimated 400,000 homeowners 
avoid foreclosure by allowing them to 
refinance into lower-cost mortgages 
insured by the Federal Housing 
Administration. 

Top 10 Counties in the State of Michigan in New Foreclosures for July 2008 
(RealtyTrac – July 2008) 
County Number of 

foreclosures
Ratio of housing 
units

1. Wayne 4,764 1 in 176 
2. Oakland 1,818 1 in 287 
3. Macomb 1,137 1 in 308 
4. Kent 865 1 in 279 
5. Genesee 553 1 in 356 
6. Ingham 346 1 in 349 
7. Washtenaw 307 1 in 484 
8. Livingston 172 1 in 417 
9. Calhoun 152 1 in 399 
10. Kalamazoo 149 1 in 718 

Source: RealtyTrac 
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The Department of Housing and Urban 
Development (HUD) is expected to 
announce the allocation formula of this 
funding by September 26, 2008. From 
the date the formula is finalized, HUD 
will have another 30 days to distribute 
the funding. Recipients will then have 
18 months to use these funds. 

Housing and Urban Development’s 
formula in allocating the $3.92 billion 
must be targeted to those communities 
with the greatest need, based on: 

1.	 The number and percentage of 
home foreclosures in each state or 
unit of local government;

2.	 The number and percentage of 
homes financed by a subprime 
mortgage-related loan in each state 
or local government; and

3.	 The number and percentage of 
homes in default or delinquency in 
each state or local government.

Grantees must use all of the emergency 

CDBG allocation for activities related 
to the purchase and redevelopment of 
abandoned properties. Eligible activities 
include:

•	 Establishment of financing 
mechanisms for purchase and 
redevelopment of foreclosed homes 
and residential properties, including 
soft-second mortgages, loan loss 
reserves, and shared-equity loans 
for low- and moderate-income 
homebuyers;

•	 Purchase and rehabilitation of 
foreclosed homes and residential 
properties to sell, rent, or redevelop;

•	 Establishment of land banks for 
foreclosed homes;

•	 Demolition of blighted structures; and
•	 Redevelopment of demolished or 

vacant properties.

By restoring properties to productive 
use, vacant, foreclosed properties will 
no longer be a drain on local resources. 
In addition, the rehabilitation process 
should create construction jobs and 
assist the local economy.

There are some income and affordability 
requirements associated with the CDBG 
emergency funding. Specifically, funds 
and any resulting revenues associated 
with the legislation must be used “with 
respect” to individuals and families at 
or below 120 percent of area median 
income. Also, at least 25 percent of all 
such funding must be used to purchase 
and redevelop abandoned or foreclosed 
homes that will be used to house 
individuals or families at or below 50 
percent of area median income.

State Legislative Initiatives
The State of Michigan has three 
main initiatives to help homeowners 
threatened with mortgage foreclosure. 

MSHDA’s Save the Dream 
Program – This is the first major 
initiative at the state level focused 
on foreclosures. The program assists 
homeowners with adjustable rate 
mortgages refinance to 30-year fixed 
mortgages, as long as they have good 
credit. 

Home Loan Protection Act – 
Protects consumers from being steered 
towards high-cost loans when they 
otherwise qualify for a traditional 
loan; gives injured and aggrieved 
homeowners legal recourse against 
predatory lenders; and bans practices 
such as excessive fees and pre-
payment penalties.
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Land banks are generally funded with 
proceeds from the tax foreclosure process. 
They allow the county to acquire land through 
foreclosure and determine the best use of 
land with the community’s needs in mind, 
rather than simply selling the land at auction 
to the highest bidder with no control of the 
ultimate use. A successful land bank has the 
ability to revitalize blighted neighborhoods 
and direct reinvestment back into these 
neighborhoods to support their long-term 
community vision.

The Genesee County Land Bank (formed in 
2002) was the first and leading example of 
the role land banks can play in successfully 
reusing tax reverted property. Since 2003, the 
Genesee County Land Bank achievements 
include:

•	 2,350 foreclosure prevention cases.
•	 900 demolitions.
•	 2,300 sites maintained.
•	 550 properties in Clean and Green 

program.
•	 26 single family rehabs.
•	 16 infills complete, 38 more initiated.
•	 600 tons of debris removed.

Land Banks revitalize neighborhoods

Michigan Land Banks 
(as of July 2008)
Berrien County
Calhoun County
Genesee County
Grand Traverse County
Ingham County
Jackson County
Muskegon County
Ogemaw County
Saginaw County
Wayne County

Demolishing structures that are too far gone 
to save is an important tool for the Genesee 
Land Bank, but one of the most impressive 
is the sidelot program, where vacant parcels 
of land are sold to adjacent homeowners 
interested in a larger yard. So far, more than 
500 parcels have been transferred through 
this program.

Homeowners in the City of Flint with 
vacant Land Bank property adjacent 
to the left or the right side yard of 
their home have the opportunity to 
purchase that a property as a side 
yard. This program brings property 
back onto the tax roll, while reducing 
the public cost associated with 
property maintenance.
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Foreclosure Moratorium 
Legislation – Requires courts to 
prohibit the foreclosure of a residential 
mortgage through a moratorium. These 
bills range in length of a moratorium, 
but generally postponement language is 
for one or two years.

Local best 
practices
Protecting the welfare and safety of 
residents is of primary importance 
to local governments and many 
communities have developed programs 
to do so. Local governments can 
develop educational programs for 
residents on what they need to do if 
they are facing foreclosure or having 
mortgage- or property-tax related 
problems. Local governments can 
provide direct relief from property tax 
assessments for certain homeowners, and 
also implement tax foreclosure policies 
to help homeowners with property tax 
default keep their homes. Macomb, 
Oakland, and Washtenaw County 
treasurers have made conscious efforts 
not to foreclosure on owner-occupied 
homes for property tax delinquencies. 

However, while acknowledging 
and responding to hardships faced 
by residents, declining property tax 
revenues are affecting the ability of local 
governments to continue providing 

services in the same manner as before. 
Many communities are facing declines 
in property tax revenues for the first 
time in 40 years. This includes wealthier 
areas such as Livingston County and 
Oakland County. Initial data from the 
Michigan Tax Commission finds that 
between 2006 and 2008, State Equalized 
Values (SEV) for residential property 
for the top 10 counties with the highest 
number of foreclosure fell by an average 
of 5.46 percent (see table). Local leaders 
can also help residents by partnering 
with counseling agencies or with local 
financial institutions to find mutually 
agreeable solutions. Here are a few 
examples of community action to curb 
foreclosures in Michigan:

Ferndale
The City of Ferndale has strong anti-
blight ordinances in place and actively 
enforces them. In addition, the city 
focuses on educating residents on the 
importance of neighborhood watch. 

City Manager Robert Bruner, states 
that, “the city uses its municipal cable 
access channel to provide residents with 
up-to-date resources on avoiding and 
overcoming foreclosure, as well as local 
counseling services.” 

Recently, the International City/
County Management Association 
(ICMA) awarded Ferndale the 
Community Partnership Award for 
the city’s work with Oakland County 
Lighthouse Community Development, 
in developing the Porch Light 
Partnership – a community rejuvenation 
initiative that uses assistance from public 
and private sources to turn potential 
blighted homes in otherwise strong 
neighborhoods into solid domiciles by 
restoring them and selling them to first-
time homebuyers. 

Contact: Marsha Scheer, Community 
Development Services Director,           
(248) 546-2366
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Change in Residential Property SEV in Counties with most foreclosures 
between 2006 – 2008 (DRAFT) 

Source: Michigan Tax Commission 

County Change Percent Change 

1. Wayne -4,507,793,522 -9.6% 
2. Oakland -5,673,737,761 -9.7% 
3. Macomb -2,550,536,740 -8.9% 
4. kent -517,404,063 -3.2% 
5. genesee -727,070,708 -7.0% 
6. ingham -261,756,643 -4.0% 
7. Washtenaw -1,164,619,917 -8.6% 
8. Livingston -645,532,505 -7.3% 
9. Calhoun 60,684,265 2.2% 
10. kalamazoo 91,324,417        1.5% 

Michigan State Housing Authority's Save the Dream Campaign assists homeowners 
who are experiencing financial difficulties or facing foreclosures through 
homeownership counseling, second mortgage programs, and refinance programs.
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“Neighborhood Stabilization” program. 
The city’s acquisition strategy includes 
any residential property offered for sale 
during or after the foreclosure process. 
A property purchased under this 
program may be demolished and resold 
as vacant land for housing development. 
This program is funded through a 
$750,000 appropriation from the city’s 
General Fund balance. Any revenues 
from the sale of the properties go back 
into the fund.

Contact: Nick Siroskey, Neighborhood 
Stabilization Program Coordinator,     
(313) 943-2377

Kalamazoo
The City of Kalamazoo uses strong 
ordinance enforcement and partnerships 
as the basis of its foreclosure strategy. 
The city’s anti-blight team was 
established four years ago to identify 
vacant homes, track down owners, 
and enforce maintenance standards. 
Homes with nonresponsive owners are 
boarded up and have liens placed on 
them prior to legal action. As a result 
of this effort, 200 vacant properties 
have been cleaned up. The city is also 
actively involved in the Kalamazoo Area 
Foreclosure Prevention Partnership 
along with the county, United Way, 
Legal Aid, Local Initiatives Support 
Coalition (LISC), key community 
groups, and the Michigan Department 
of Human Services. This partnership 
is setting up a financial rescue pool, a 
mortgage pool with local banks, and 
looking into setting up a land bank. In 
addition, the County Treasurer, Mary 
Balkema, formerly a Kalamazoo County 
Commissioner, has implemented a 
comprehensive outreach program to 
minimize property tax foreclosures.

Contact: Jeff Chamberlain, Community 
Planning and Development Director,    
(269) 337-8039

Washtenaw County
County government has been at the 
forefront of assisting residents find 
solutions for both mortgage and 

property tax challenges. Washtenaw 
County has been proactive in providing 
financial and housing counseling to 
residents threatened with foreclosure. 

“Helping people stay in their homes 
and preserving home ownership is just 
good public policy and that is why 
foreclosure prevention is such a priority 
in Washtenaw County,” said Catherine 
McClary, Washtenaw County treasurer. 

Washtenaw County has created a 
Mortgage Foreclosure Prevention 
Program made up of representatives of 
the County Treasurer’s office, Michigan 
State University Extension, Housing 
Bureau for Seniors, and Legal Services of 
South Central Michigan. This partnership 
has developed one of the most effective 

 The cost of foreclosures is not 
limited to individual homeowners. 
Communities in which a high number 
of foreclosures have occurred are 
increasingly faced with large numbers 
of properties held by lenders or 
servicers as "real estate owned," or 
"REO." REO is costly to hold, and 
many lenders are not well equipped 
to handle large REO inventories. As a 
result, the number of vacant homes in 
some neighborhoods has increased 
markedly. After averaging about 1.7 
percent starting in 1990 through 2006, 
the home-vacancy rate rose sharply 
in 2006 and hit 2.9 percent in the first 
quarter of 2008, according to the U.S. 
Census Bureau.
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New on 
SEMCOG’s 
Web site: A 
resource guide 
on foreclosures

In June 2008, SEMCOG launched a new 
feature on its Web site, which pulls together, 
in one location, resources available for 
local governments to address some of the 
consequences of foreclosures. It is divided 
into four easy-to-navigate sections.

• Time is of the Essence - Outlines the 
timelines for mortgage and property tax 
foreclosures and emphasizes the importance 
of getting help as soon as possible.

• Resources for Local Leaders - Lists various 
programs and services that help local 
governments address the foreclosure crisis 
in neighborhoods and support residents’ 
financial and housing needs.

• Help for Homeowners - Provides resources 
for local leaders to help residents.

• Protecting Long-Term Finances - Identifies 
how homeowners can protect their credit 
in the future, participate in homeownership 
education, and get help with rehousing.

The goal of this resource guide is to show that 
there are steps that local leaders can take to 
alleviate the impact of foreclosures on both 
residents and neighborhoods. In addition, 
active partnerships with state and federal 
government, legislators, financial institutions, 
and the nonprofit sector can protect residents 
in the short term and ensure that systems are 
put in place to prevent a similar scale crisis 
happening in the future. Find the resource 
guide on foreclosures at www.semcog.org/
foreclosures.aspx.

Dearborn
The City of Dearborn established 
a program that allows the city to 
purchase empty homes for demolition 
or rehabilitation as part of a 
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the increasing number of individuals in 
need of help. 

“The individuals we see are often so 
distressed emotionally and financially 
that our counselors are spending 14 
hours or more on individual cases. 
We currently have three full-time 
foreclosure counselors assisting our 
residents,” said Tim Lemanski, chief 
executive officer of Kalamazoo 
Neighborhood Housing Services. 

“By focusing our resources, time, and 
efforts on the issue of foreclosure, we 
have seen some success. But offering a 
free service to a growing problem is a 
daunting situation,” Lamanski said.

Neighborhood Renewal Services 
(NRS) of Saginaw has also experienced 
success through its counseling 
initiatives to homeowners. NRS 
is a certified counseling agency, 
developer, and first mortgage lender 
for low-income residents. NRS works 
closely with MSHDA and the City of 
Saginaw to help revitalize struggling 
neighborhoods. Mark Neumeier, 
executive director, has seen a dramatic 
increase in foreclosures as a result of 
job losses and people moving away 
from the area. 

Neumeier says that “in the last two 
years, (Saginaw) has had to foreclose on 
19 homeowners after many years where 
we saw few foreclosures, and about 
half of the remaining homeowners are 
delinquent in payments.”

Statewide Foreclosure Task 
Force
In 2007, a coalition of over 80 
organizations representing nonprofits, 
state agencies, local governments, 
lenders, and other private sector partners 
from across Michigan began meeting 
to develop solutions to address the 
state’s foreclosure problem. The main 
focus of the task force is on three key 
approaches:

1.	 Prevention and intervention 
strategies – Coordinating 

educational workshops and 
outreach approaches for distressed 
borrowers.

2.	 Policy advocacy – Engaging 
members and partners in advocating 
for stronger consumer protection 
and anti-predatory lending laws in 
the state.

3.	 Stabilization strategies – Developing 
mechanisms to deal with increased 
vacant and abandoned properties 
in communities with high levels of 
foreclosures.

 

Definitions
Adjustable-rate mortgage (ARM) - 
Mortgages with adjustable rates during the life 
of the loan. The initial interest rate of an ARM 
is lower than that of a fixed rate mortgage. 
Consequently, an ARM may be a good option 
for homeowners to consider if they plan to 
own the home for only a few years; they 
expect an increase in future earnings; or, 
the prevailing interest rate for a fixed rate 
mortgage is too high.

Assessed value - Typically the value placed 
on property for taxation purposes.

Fixed-rate mortgage - A mortgage with an 
interest rate that does not change during the 
entire term of the loan.

Foreclosure -A legal action that ends 
all ownership rights in a home when the 
homebuyer fails to make the mortgage 
payments or is otherwise in default under the 
terms of the mortgage.

Predatory lending - Abusive lending 
practices that include making mortgage loans 
to people who do not have the income to 
repay them or repeatedly refinancing loans, 
charging high points and fees each time and 
“packing” credit insurance onto a loan.

Prime loan - Lenders usually offer the lowest 
rates with the lowest fees to borrowers with 
good standing credit. That means no late 
payments on mortgages or other loans in the 
last 24 months. 

Subprime loan - Loans primarily for persons 
with blemished or limited credit histories. The 
loans carry a higher rate of interest than prime 
loans to compensate for increased credit.

outreach and counseling programs among 
local governments, with high levels of 
success in foreclosure prevention.

Contact: Catherine McClary, Washtenaw 
County Treasurer, (734) 222-6625

Partnerships with Community 
Groups
The examples above show the power 
of collaborative efforts to address 
foreclosures. Many communities are 
working with their local community 
development corporations and 
with counseling providers to offer 
comprehensive services to residents.

Foreclosure Counseling
Community-based counseling provided 
by HUD and MSHDA-approved 
housing counselors continues to be an 
important resource for homeowners 
in danger of losing their homes to 
foreclosure. 

Housing counseling is productive 
and cost effective. According to 
Lighthouse Community Development 
Corporation, the average cost of helping 
a client avoid foreclosure through the 
Lighthouse program is between $900 
and $1,000, while the average cost to 
society of a mortgage foreclosure is 
$22,330; and the average cost to the 
investor is $50,000-60,000. 

Greg Sterns, manager of financial 
education and counseling at lighthouse 
community development, states 
that “over the last two years, 35 
percent of all who call us are helped 
to avoid foreclosure, and 62 percent 
of participants who completed our 
program avoided foreclosure.” 

These figures support the success 
foreclosure counseling can have on 
curbing the crisis.

Although the value of counseling has 
been recognized in recent HUD grants 
to Neighborworks (and is included in 
the new federal legislation) the funding 
for counseling services is not meeting 
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SmartGrowthTactics

The task force, led by Angie Gaabo, 
executive director of the Community 
Economic Development Association 
of Michigan (CEDAM) “creates the 
necessary framework to leverage 
resources from state and national sources 
and organize stakeholders to most 
effectively address foreclosures on a 
statewide level.”

Michigan State Foreclosure Task Force 
www.cedam.info/foreclosure.htm

Conclusion
The foreclosure crisis is a national 
crisis needing a national response. 
New legislation and regulations make 
strides toward curbing the problem or 
at least ensuring that it does not reach 
this level again. However, much of 
the impact has been at the local level 
and local governments have had to 
be creative in responding to declining 
property values, abandoned and blighted 
buildings, displacement of residents, and 
reduced property taxes. In Michigan, 
communities have customized local 
tools, such as ordinances, and can 
use state laws to address the physical 
impact of foreclosures. In addition, 
local governments provide hardship 
exemptions for property taxes and 
sponsor information forums for 
homeowners to get advice and 
assistance from financial institutions 
and counselors. They also advocate for 
legislation to provide more protection 
for consumers.  

Foreclosures will continue to be a 
major problem for the next several 
years as many subprime loans re- set. 
Local governments, however, are 
taking steps to protect residents, keep 
up neighborhoods and property values, 
and maintain the quality of life in the 
community. 

1  The RealtyTrac’s household numbers are based on the 
U.S. Census Bureau's 2005 estimates of total housing units. 
RealtyTrac's report includes documents filed in all three phases 
of foreclosure: 
•  Default - Notice of Default (NOD) and Lis Pendens 
(LIS); 
•  Auction - Notice of Trustee Sale and Notice of 
Foreclosure Sale (NTS and NFS); and 
•  Real Estate Owned, or REO properties (that have been 
foreclosed on and repurchased by a bank).

End Notes
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Valuable 
resources to aid 
in preventing 
foreclosure
Michigan Legal Aid — Legal Aid 
provides help with legal problems, 
including foreclosure issues, to 
low income residents. For a list 
of legal service providers: www.
michiganlegalaid.org/

National Vacant Properties 
Campaign - Provides information, 
resources, tools, and assistance to 
support areas with vacant property and 
implement revitalization efforts. www.
vacantproperties.org/

NeighborWorks America — 
National nonprofit that offers many 
resources including hotline for 
homeowners facing foreclosure and 
training opportunities for counselors and 
governments. www.nw.org/

Michigan State Housing Authority 
(MSHDA) — Provides financial and 
technical assistance through public 
and private partnerships to create and 
preserve safe and decent affordable 
housing; engages in community 
economic development activities; 
develop vibrant cities, towns, and 
villages; and address homeless issues. 
www.michigan.gov/mshda

Federal Housing Administration 
(FHA) — Provides resources on federal 
homeownership programs, describes 
how FHA loans can benefit borrowers, 
and answers many frequently asked 
questions concerning foreclosures. 
1-800-CALL-FHA (225-5342)
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FHA Secure — Refinancing program 
administered by HUD’s Federal 
Housing Administration (FHA) for sub-
prime borrowers who have good credit 
but cannot afford reset payments. www.
hud.gov/news/fhasecure.cfm

U.S. Department of Housing and 
Urban Development (HUD) — 
Provides many federal initiatives and 
programs to assist homeowners through 
the foreclosure process. www.hud.gov/

Naheed Huq, Community and Economic 
Development Manager, Southeast Michigan 
Council of Governments (SEMCOG)

Kevin Vettraino, Community and Economic 
Development Planner, Southeast Michigan 
Council of Governments (SEMCOG)


