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1. Overview 
Why the Federal Reserve is involved in community development 
and the state of the field today. 

 
2. How the Social Determinants of Health Led Us to 

Collaborate 
 

3. RWJ + Fed Healthy Communities Initiative 
Conference Series and efforts to collaborate 
 

4. What’s Next 

Agenda 
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The Fed and Community Development The Fed and Community Development 
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• Born during the War on Poverty 
• High quality and service enriched housing is the backbone of the 

system but expensive 
• Uses nonprofits and for-profit corporations, especially banks, to 

revitalize low income communities.  Work in partnership with federal, 
state, and local government. 

• Over 4,000 community development corporations (CDCs).  Nearly 
1000 nonprofit community oriented banks (CDFIs).   

• Large dollar amounts – nearly $12 billion yearly in government 
subsidy, more than 10 times that amount in loans and investments 
from CRA-motivated banks. 

• Substantial accomplishments – turned around hopeless 
neighborhoods, built over 3 million apartments for low-income 
households. 

• Current business model under stress 

Community Development Today 
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A Short Distance to Large Disparities in Health: 
Washington, D.C. 

 
 
 Source: Robert Wood Johnson Foundation, Commission to Build a Healthier America 



 
 
 Source: McGinnis JM, Russo PG, Knickman, JR. Health Affairs, April 2002. 

Proportional Contribution to Premature Death 
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We are working side by side 

Source:  Los Angeles County Department of Public Health 

We Are Working Side by Side 



• Leading cause of premature death is not access to health care, 
it is rooted in social, environmental and behavior risks, which 
are often influenced by the community in which you live. 

• Community developers focused on improving neighborhoods 
that struggle with poverty, overcrowded housing, and high 
unemployment.   

• Public health focused on combating poor health outcomes, 
including high rates of obesity, asthma, and chronic disease  

• Both sectors are focused on the same communities, often the 
same people, and the problems they both address are 
interrelated. 
 

 
 

 

Overlapping Geographies and Overlapping Goals 



  • Started a series of conferences at Federal Reserve Banks across the 
country with our partner, the Robert Wood Johnson Foundation.   Ten 
conferences to date – 2 national meetings in Washington, DC and 8 
regional meetings.  Over 2,000 people attended, 5,500 watched the 
livestream online, and there were 265,000 unique tweets on #fedhealth 

• Highlight good local examples of collaborations like in Seattle, where 
public health and housing leaders reduce exposure to allergens in low-
income homes that can cause asthma in children.  

• Promote new national initiatives that combine both sectors:  Healthy 
Food Financing Initiative, HHS and HUD’s Choice Neighborhoods program, 
new Federally Qualified Health Clinics as community anchors not just 
medical exam rooms, Morgan Stanley’s Healthy Futures Fund. 
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Federal Reserve’s Healthy Communities Initiative 



Vision for the collaboration  
Perhaps one of the most promising new partners in community 
development is the health-care sector. Factors such as educational 
attainment, income, access to healthy food, and the safety of a 
neighborhood tend to correlate with individual health outcomes in 
that neighborhood. Because these factors are linked to economic 
health as well as physical health, health-care professionals and 
community development organizations are seeing new 
opportunities for cooperation in low-income communities.  
 

Chairman Ben S. Bernanke  
Federal Reserve Board of Governors 

April 12, 2013   

Vision for the Collaboration 



Investing in What  
Works for America's 
Communities is a call  
for a new, more  
integrated approach  
to antipoverty efforts  
that builds on what  
we know is working. 
 
 
 
      Follow @whatworksforUSA and #IdeasThatWork 

Read & request the book at 
whatworksforamerica.org. 



Next Steps 

• Pay for success: Financing structure to capture 
downstream government savings to fund upstream 
community investments 

• ACO’s/ACC’s 
• Figuring out the health overlay on community 

revitalization efforts 
• New collaborative business models 
• Nonprofit hospital community benefit 
• Impact investors:  “SoCap Health” 
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Next Steps: Phase 2 



Source: McKinsey & Company 



 Performance-Based Contracting 

 Government commits funding for successful outcomes (i.e., increased high school 
graduation rates) 

 Independent impact auditor evaluates program effectiveness 

 Government only “pays for success” 

 

 Service Provider Financing 

 Private investors fund service provider operating costs in exchange for a share of 
the success payment 

 Financing terms are based on: 
1. Difficulty of achieving success 
2. Track record of the service provider 
3. Length of the contract 

 Investors bear the risk that success won’t be achieved (and that the government 
payment won’t be triggered) 

 

Elements of Pay for Success 
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Health and Community Development 
 
 

 
 

 
David Erickson 

Federal Reserve Bank of San Francisco 
david.erickson@sf.frb.org 

 
 

Thank you! 
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