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As the birthplace of American democracy,
Philadelphia is not just a symbol for freedom
and self-determination, but of creation. Consider
our history as the home to many of our nation’s
firsts — the first library, hospital, and university.
This is a city built by innovators and activists,
establishing institutions like the first African-
Methodist Episcopal Church and the first women'’s
medical college. Today, Philadelphia is home

to diverse neighborhoods that offer something
for everyone, a vibrant arts and culture scene,
passionate sports fans, award-winning food, and
an attitude that is uniquely ours.

It is also a city with significant challenges. High
poverty rates and deeply entrenched racial
inequities have left many Philadelphians behind.
For the past three years, COVID-19, a racial
reckoning, and community violence have put
Philadelphians to the test. But as you know, we're
also an underdog city that fights back. When
things get tough, we come together to stand up
for each other and for Philadelphia.

Sincerely,
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It is in this spirit that a group of Philadelphia-
based philanthropic organizations have unified
behind a desire for a brighter future. Drawing

on our collective experience and insights from
community partners, we have identified key
issues that the city faces and commissioned
regional and national thought leaders to explore
a series of promising solutions that can improve
city services and quality of life for all residents.
We want our city’s leaders to understand our
current context, the historical underpinnings of
the issues we face, and the policy levers that can
be used to make meaningful change. We hope
this suite of materials will illuminate solutions
to inform and motivate productive action toward
equity and wellbeing.

We are proud of this city and are deeply
committed to making it a great place for the
more than 1.5 million people who live, learn,
and do business here. We hope you'll join us in
considering the possibility for Philadelphia —
today and for future generations.
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Leveraging Publicly Owned Land to Support

Entrepreneurship and Affordable Housing

Currently, the City of Philadelphia has approximately 5,200 vacant parcels of land

available for sale — a minimal change from the 6,300 recorded in 2019." Still, these

figures do not include as many as 35,000 vacant and tax delinquent properties that

remain in private hands.?

Considering the harm that vacancy and blight
cause, especially in the lower-income areas
where city-owned lots are most concentrated,?
this has become a growing concern for
neighborhoods. Recent studies have found that
remediating blight can reduce crime overall

by more than 20 percent and violent crime
specifically by as much as 29 percent.*

The city has begun to increase the pace of
dispositions, having conveyed more than

400 parcels from January to May of 2023 —
more than in any full year for which the city
has published data.® But more can, and must,
be done.

Continuing to find ways to speed disposition of
city-owned vacant property is a worthy goal in
and of itself, given the downsides of vacancy.
There is also great potential to do so while also
leveraging the land to make progress on other
important policy objectives, including wealth-
building for small and Black, Indigenous, and
people of color (BIPOC) entrepreneurs and the
development of affordable housing.

We urge city leaders to take measures to
streamline the land disposition process,
make that process more accessible, and to
provide a more robust toolkit to help make the
development of affordable housing on public
land economically viable.
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In this brief, we focus particularly on ways the city
might improve the disposition of single parcels

or small groups of parcels. We do so for two
reasons. One is that these properties comprise

a significant portion of what remains in the city’s
portfolio. The other is that they represent the most
promising opportunities to support small and
BIPOC entrepreneurs.®

Specifically, we recommend:

* Reducing the amount of paperwork, review,
and requirements for buying a single lot or
small group of lots.

+ Strengthening comprehensive planning at the
council-district level, thereby empowering city
staff to move more quickly on dispositions.

+ Targeting affordability requirements and
subsidies to neighborhoods at greatest risk of
gentrification and displacement and enabling
investment in neighborhoods where blight is a
greater concern.

+ Developing flexible new subsidies better
suited to enable affordable housing
development to occur across small-scale,
scattered site developments.

All these efforts will require concerted focus from
the next mayor. The experience of other cities
shows that land disposition is a complex process
that advances only with a strong champion in the
mayor’s office.

But, city council has a vital role to play as well.

In discussions about land disposition policy,
so-called “councilmanic prerogative”” — the
practice of deferring the ultimate decision on the
conveyance of any given parcel of land to the
councilperson who represents that district — is
often cited as a barrier to a faster, fairer process.
There are certainly ways in which prerogative
hinders disposition, but it also has an important
role to play in ensuring that uses of public land
align with highly localized public interests. Other
cities have successfully improved their disposition
processes while maintaining prerogative, and in
any case, its existence is, and is likely to continue
to be, a political reality. As a result, our focus is
not on challenging the practice, but on finding
opportunities for improvement within the existing
policy framework.
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Overview of the Land Disposition Process

Philadelphia disposes of land for development through both proactive and reactive
channels, working primarily through the Land Bank.

The Land Bank proactively markets large
parcels or groups of parcels through Requests
for Proposals (“RFPs”) and individual parcels or
properties through competitive sales processes.
Developers can propose the purchase of other
properties by making an application to the Land
Bank, but only if those developers are already
working with land around the property and need
city land to complete the assemblage of a larger
parcel, or if they are seeking to develop housing
units of which at least 51 percent of which

are affordable.

Developers can also access land through the

Turn the Key program. Through this program, they
develop homes for sales at up to $280,000 for
first time homebuyers who are in turn subsidized
by the city, and through the Minority Developer
Program, which connects small BIPOC developers
with technical assistance and facilitates the
acquisition of city-owned parcels.

Across all channels, acquiring land from the
City requires filling out a 39-page application,
which seeks information on the intended use
for the land, the financial wherewithal of the
applicant to complete the project, and plans for
any construction to employ registered Minority,
Women and Disabled-Owned Enterprises
("MWDBEs") and labor.

Applications are generally scored by city staff
according to a rubric that gives specific weights
to different considerations: 30 percent economic
opportunity and inclusion; 15 percent public
purpose/social impact; 20 percent development
team experience and capacity; 20 percent financial
feasibility; 10 percent project design; and 5
percent offer price. Where there is more than one
bidder for land, the scoring is used to determine
the winner. In instances where there is a single
bidder, the scoring is used to help understand
the ways the project aligns with — or strays from
—the city’s policy and economic priorities. There
is no minimum score a project must meet, but

an application that scores lower than previous
successful bids on similar properties will have
more difficulty getting approved.

Most applications are unsuccessful. In 2022,

407 of the 696 applications submitted, about

58 percent, were denied.® Successful applicants
receive an agreement that entitles them to buy the
subject land — after they secure any necessary
zoning changes and permits and prove they have
the financing necessary to pay for the work.
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After the award of a property is made, city staff
continue to review the project at multiple points
as it goes through zoning and permitting, and they
may request more information or plan changes.
The final conveyance comes at the end of this
process and must be approved by city council.
From beginning to end, the process typically takes
12-18 months.

The bulk of successful dispositions for
development have been through the RFP process.
Since dealing with RFPs can be complex and

time consuming, city staff tend to use them for
large parcels or groups of parcels. For instance, in
2022, the city put out 21 RFPs seeking to dispose
of more than 500 parcels, with the smallest
assemblage being 8 parcels, the largest 86 and
the average 26.

Analyzing the Current Process

This system is, in effect, the expression of several policy priorities. These include
generating affordable and workforce housing; promoting equity for BIPOC
developers, contractors, and workers; giving priority access to land for existing
community members; reducing blight by disposing of as many properties as possible;
and making sure land usage aligns with the public interest.

The ability of city and council staff to deliver

on those priorities, some of which may conflict,
hinges on their ability to control disposition and
subsequent development. There have been high-
profile incidents of city land going to speculators
who have failed to put it into productive use,

or have changed the intended use after taking
control. These instances represent both policy
failures and political embarrassments, and city
leaders have directly tied the rules imposed on the
disposition process to the objective of avoiding
them in the future.’

Ultimately, this process has had unintended
consequences. In particular, the complex and
lengthy disposition process puts the onus on
applicants to pay for a range of predevelopment
activities —including design, environmental,
permitting, legal, and other work — long before
knowing that they own the land in which they are
investing. This is a challenging position for any
developer, and particularly so for small firms or
non-profits with more limited resources.
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“The complex and lengthy disposition process puts applicants in the position

of having to pay for a range of predevelopment activities before knowing they
own the land in which they are investing. This is a challenging position for any
developer, and particularly so for small firms or non-profits.”

The city’'s understandable focus on RFPs for larger
parcels and assemblages has exacerbated the
challenges for smaller developers; they simply
do not have the capital or capacity to win land
through this channel. In fact, public records
suggest that the same small handful of larger
developers have won RFPs repeatedly.

Likewise, blanket affordability requirements
create more substantial hurdles for small
developments — and the smaller developers
undertaking them — than they do for larger ones.
Anyone seeking a single parcel to develop as a
rowhouse effectively must adhere to affordable
guidelines for that unit to meet the 51 percent
rule, and the math remains difficult for duplex
and triplex development as well.

These outcomes are problematic for
several reasons.

First, multiple current and former officials
associated with the Land Bank noted that the bulk
of large parcels and agglomerations have already
been sold. Individual lots and small groupings

of parcels represent a significant share of what
remains,' so relying on agglomeration to produce
economies of scale is a strategy that may be
reaching the limits of its utility.

Second, the multiple barriers to access for small
developers is especially troubling in the context
of the underrepresentation of people of color in
the real estate industry. A recent study showed
that fewer than 1 percent of real estate developers
nationally are people of color. And those BIPOC
developers that do exist tend to be small; of the
383 developers with revenues that exceed $50
million identified in the study, none were people
of color.' Particularly to the extent that BIPOC
entrepreneurs are disproportionately represented
among the ranks of smaller firms, the design

of the current system undermines its own
inclusion goals.

Philadelphia has a burgeoning ecosystem for
BIPOC developers, with support programs like

The Growth Collective and The Black Squirrel
Collective, as well as the city’s own Minority
Developer Program, offering training and access to
capital to help developers start and scale. These
programs exist because the real estate industry
represents an important potential pathway to
wealth creation. Yet, in interviews with participants
in these groups, the city’s land disposition process
was repeatedly cited as a hindrance, rather than a
source of support.
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The Affordable Housing Challenge

Leveraging publicly owned land to help create affordable housing is a paramount
concern; it is the context in which uses for public land is most often discussed.*

There are limits, however, to how much can be
accomplished simply by activating the city's
vacant property for the construction of affordable
housing. The costs of building are such that even

FIGURE1
Financial Overview:

if a lot is given away for free, it cannot be sold or Sample _Rt_)whouse Development
. ) on Subsidized Land

rented at especially affordable prices.
Figure 1 shows that the economics of building COSTS
a typical rowhouse to be sold at the $280,000 Lot $ -
price point that the city has targeted for its Design Cost/Fees S 15,015
“workforce housing.”'® Even with free land from Construction S 240,975
the city, as this example assumes, the numbers Financing Costs $ 11,811
simply don't work. Costs would be roughly Total $ 267 801
$268,000 and net revenue from the sale roughly
$258,000 — a net loss of about $10,000. Still, PROFIT ANALYSIS
even a 3280,000‘prlce point is unaffordable for Sales Price S 280,000
many Philadelphians.

Cost of sale S (22,400)
There are ways to improve this math. In larger- Net Sale revenue S 257,600
scale, mixed-income developments, higher-priced Profit $  (10,201)

units effectively subsidize the lower cost units —
though typically this approach yields moderately
priced units, like the one in the example above,
rather than ones affordable for the lowest-income
Philadelphians. It is also possible to further

“The costs of building are such that
subsidize development, with grants making up for even if a lot is given away for free, it
the shortfall in proceeds from sales or rents. cannot be sold or rented at especially
affordable prices.”
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These options, however, face significant barriers.

As noted above, the opportunities for achieving
economies of scale using large lots or
assemblages may be limited simply due to the
remaining composition of the city’s portfolio.

Additionally, finding subsidy for smaller scale
projects is challenging. The city’s existing subsidy
programs primarily support larger developments.
For example, in its most recent annual report, the
city's Housing Trust Fund cited 18 developments
to which it had recently provided subsidy. The
smallest was 20 units, and the average size

was more than 50 units." This is a function of
both the city’s efforts to maximize the number of
affordable units it supports and the design of
most subsidy programs, which come with
compliance requirements that are difficult to
manage on small projects.

The city's recent creation of the Turn the Key
program and Accelerator Fund are both promising
steps toward subsidy programs that work at

a smaller scale. Turn the Key can be used

to support modest clusters of rowhouse
development — generally 10 units or more at a
time. The Accelerator Fund can support small
(sub-four unit) multifamily projects and focuses
on financing BIPOC developers. Still, neither is
flexible enough to finance individual rowhouse
development or to support deep affordability
(below 60 percent of area median income) in
most instances.

In short, without an evolution of the city’s subsidy
resources, its vacant property portfolio on its
own is unlikely to generate large quantities

of affordable housing, and especially deeply
affordable housing.
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Case Studies

Philadelphia is far from alone in confronting challenges in its efforts to
dispose of its vacant land and leverage it to achieve its policy goals. Many other
cities have faced similar circumstances, and can offer valuable lessons.

_ The Value of Simplified Processes
A C | eve | a n d . Sensitive to Scale, and Strong Leadership

Among midwestern cities hard-hit by
deindustrialization over the last several decades,
Cleveland has had uncommon success in
managing its vacant property inventories. In the
early 1990s, the city created a land bank that

won the 1993 Innovations in Government award
for what the director of the city’s consortium of
Community Development Corporations called “a
remarkable revitalization stream” of properties for
reuse. By 2003, the city had disposed of almost
6,000 buildable lots and only 1,000 remained on
its books, with local non-profit developers noting
in testimony to the city council that “the land bank
was running out of land.” The bulk of the disposed
land was redeveloped as housing — a mix of
affordable and market rate units.

In a study on Cleveland’s disposition program,

the University of Michigan's Margaret Dewar,
professor emerita in the Taubman College of
Architecture and Urban Planning found that a
streamlined disposition process was key. Perhaps
most crucially, its land bank set uniform fixed
prices for non-buildable lots and small buildable
lots, while requiring appraised values for larger
lots and commercial properties.

While each property sale ultimately required
approval from the city council, so many of the
terms and conditions were set out up front,
especially for smaller properties, that a robust
variety of developers (including small community-
based non-profits) chose to participate.

Another crucial element, according to Dewar,
was clear leadership. Two successive mayoral
administrations explicitly prioritized land
disposition as a vehicle for community and
economic revitalization, empowering their
departments to set up efficient processes to
facilitate the work and negotiate with city council
to achieve timely dispositions.®

It is worth noting that the importance of
centralized leadership is a consistent theme
across successful efforts to manage public
portfolios of vacant property. While he took

issue with other elements of the New York

City's approach to its vacant portfolio, then-
Controller Scott Stringer noted in a 2016 study
that successive administrations had prioritized
returning the city’s vacant properties to productive
use and had succeeded in reducing the more than
100,000 properties it had owned in the mid-1990s
to fewer than 1,000 two decades later.™
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i . Thelmportance of Flexible Subsidy
!“ B a | t | m O re . for Scattered Site Development
L

Baltimore has more than 14,000 vacant properties,
1,200 of which are city owned. As in Philadelphia,
many of those are single parcels or small groups
of lots that the city hopes to redevelop as
affordable housing.?°

As part of this effort, the city created a new
block grant for scattered site affordable housing
development. It provides developers/recipients
with a fixed amount of capital that they can apply
flexibly across multiple projects so long as they
achieve minimum production and affordability
levels across their portfolios. This allows them

to manage the grant differently for different
property types and scales — more subsidy for a
single family rowhouse or deeply affordable unit,
less for mixed-income multifamily properties that
offer economies of scale and opportunities for
internal cross-subsidy. Compliance and reporting
requirements that might be unwieldy were the
subsidy awarded on a more traditional property-
by-property basis are manageable when spread
across multiple small projects.

One of the first awards under this new program
went to the Aequo Fund, an initiative that provides
capital and training to participants it calls
“Founders” — aspiring young people of color,
women, and immigrants seeking careers

in development (Aequo was started by Ernst
Valery, one of the authors of this paper). The
grant provided Aequo $2 million with the
requirement that it be used to create a minimum
of 25 housing units on formerly vacant and
blighted properties that would be affordable to
families making no more than 300 percent of the
federal poverty guideline.

Aequo has begun to deploy the funds across
multiple property types, including single family
rowhouses and duplexes. The construction of
duplexes, which are more cost-efficient than
rowhouses, has allowed Aequo to create more
than half its target number of affordable units
while utilizing less than a quarter of the grant.
Moving forward, this means Aequo will have funds
to use to more deeply subsidize highly affordable
units or build a total of more than the 25 unit
target, early evidence of the value the program’s
flexibility offers.
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Acting on the Vision

To a significant extent, the city’s approach to its vacant land — from the disposition process itself

to the subsidy sources that routinely run alongside disposition to generate affordable housing — is
constructed around its larger properties and assemblages. While there are certainly shortcomings
with that process, it makes the most sense for these holdings. Large-scale land uses have large scale-
community impact, so they should be subject to robust review and compliance regimes.

The existing framework makes less sense for smaller lots and assemblages. In some instances, the
guardrails the city put in place for large dispositions actually counter its own objectives for using city
land to support BIPOC entrepreneurs. In any case, these smaller parcels now comprise a substantial
portion of what remains in the city’s portfolio, which signals a need for new processes and tools to
move them more efficiently and to better align their use with its policy objectives.

1 e Developa There should be fewer restrictions on the acquisition of single lots and
separate small parcels than on large parcels, allowing such sales to proceed more
process for quickly. For these properties, the city might consider:
small lots and a. Reducing the volume of information required upfront.

mbl . . . . . .
assemb ages b. Reshaping ongoing compliance requirements during and after
construction, including MWBE contracting and hiring requirements.

c. Allowing acquirers to take possession of lots more quickly, perhaps
in advance of full plan and permit approvals, and before evidence of
full financing is in place. This would have to be accompanied by better
enforcement of reversionary clauses that allow the city to take back
properties from developers who fail to start work within a reasonable
timeframe.

2 o Capitalize The next mayor should actively partner with city council to further reform
on mayoral the city’s approach to its vacant portfolio. By prioritizing the issue in
leadership public fashion, the next mayor can put more pressure on the system to
to enable deliver results. In particular, the administration might seek to engage

district councilmembers in comprehensive planning processes around
the vacant land in their districts, including opportunities to “prequalify”
small lots that can be disposed for agreed-upon uses without going
through lengthy individualized approval processes.?! Such processes
might even contemplate making zoning changes to further policy goals
— for example, allowing by-right duplex or triplex development in some
locations to encourage affordable rental production.

district-level
planning.

One Lot at a Time: Leveraging Publicly Owned Land to Support Entrepreneurship and Affordable Housing



3 o Acknowledge The citywide guidelines that currently govern land disposition

that different focus heavily on countering gentrification and creating
neighborhoods have affordability. In many neighborhoods, these are appropriate
different needs and priorities; in others, disinvestment and blight might be more
use data to help important to address. Reinvestment Fund’s Displacement Risk
guide planning. Ratio Analysis (Figure 2 below) provides an indicator showing

where gentrification pressures are increasing, decreasing, or
holding steady. In neighborhoods where such pressures are
increasing, reserving the bulk of land for affordable housing and
targeting deep subsidies to accompany that land makes sense.
In other neighborhoods, pushing for faster utilization of vacant
properties might be more advisable.

FIGURE 2

GREEN BROWN

Notable Increase in Displacement Risk Ratio — Housing Notable Decrease in Displacement Risk Ratio — Housing
prices are rising faster than incomes of existing prices are not keeping pace with the incomes of existing
residents, which could signal the onset of displacement. residents, which could signal the onset of disinvestment.
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4 e Build new subsidy These products should be able to efficiently support projects
products that better under 10 units, ideally as few as one or two. Oversight and
leverage the city’s compliance costs associated with the subsidy should scale up
land portfolio. and down with the size of the project. Similarly, the subsidies

should be flexible enough to adapt to different kinds of projects
and levels of affordability. Making more resources available to
the existing programs that already support this work, including
Turn the Key and the Accelerator Fund, would also be useful.

If the city can improve its handling of its existing vacant portfolio, that would be a significant
accomplishment, allowing the more efficicent disposition of small parcels and letting its land
be a catalyst for affordable housing and wealth building among small, and especially BIPOC,
entrepreneurs. It would also build support for even more ambitious efforts to reduce blight
citywide and move beyond vacant parcels to problems like vacant structures, which offer their

own raft of challenges and opportunities.
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candidates for local office in Philadelphia.
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