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Dear Neighbor,

During the last year, The Reinvestment Fund (TRF) conducted two studies relevant to the region’s
housing market — one for Philadelphia Mayor John Street’s Neighborhood Transformation Initiative
and one in our role as a partner in the Metropolitan Philadelphia Policy Center (MPPC). Briefly:

Neighborhood Transformation Initiative: TRF (www.TRFund.com) conducted a systematic
analysis of data relating to the City’s housing markets, housing-related programs 
and delivery systems, which helped the City craft its newly released Neighborhood
Transformation Initiative — a plan to create opportunities for development in the City 
by creating a land bank, cleaning 31,000 vacant lots, encapsulating 2,500 properties,
demolishing 14,000 buildings and creating 16,000 new housing units.
(www.phila.gov/mayor/jfs/mayorsnti/index.html)

Metropolitan Philadelphia Policy Center: This partnership of the Pennsylvania Economy
League, 10,000 Friends of Pennsylvania and TRF was formed through a grant by the
William Penn Foundation to study issues and recommend policies related to the eco-
nomic competitiveness of the 5-county Southeastern Pennsylvania region. TRF was
charged with studying real estate activity in the region and analyzed recent home
sales, rental and census data for the region, conducted a series of one-on-one inter-
views with housing professionals and researched affordable housing “best practices”
from around the country. (www.metropolicy.org)

The results of these studies suggest that the region is at a critical juncture in its civic life. The
Neighborhood Transformation research points out the escalating rates of abandonment in many once
stable Philadelphia neighborhoods. Its data on vacancies, dangerous buildings, and real estate values
warn us that business as usual will no longer suffice. 

The MPPC report that follows sheds light on the regional context of Philadelphia’s real estate market
by documenting such things as the location of new housing production, the geographical linkages
between employment, housing affordability, and school quality, and the overall decline in affordable
rental units throughout the region. 

Taken together the two studies point out the need to rebuild Philadelphia’s real estate markets while
at the same time seeking more regional activity around housing affordability. In the pages that follow
we present our findings and suggested areas of action. These findings and actions derive from reliable
data and have been “reality tested” at a June 2001 roundtable of housing professionals active in the
region. We sincerely hope that something here will strike a chord and prompt you to action. In the
coming months, TRF and the MPPC will release a more detailed action agenda. 

Very sincerely yours,

Jeremy Nowak, President & CEO
THE REINVESTMENT FUND
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4 A Report on the State of the Region’s Housing Market

The City of Philadelphia, once the dominant
population and economic core of the region,
has experienced one of the most severe
declines evident among major American
cities over the last 50 years. As a result, the
City is home to a concentrated number of
poor people and lags behind the rest of the
region in per capita income growth. At the
same time, the region’s population is growing
more slowly than any of the largest regions in
the country. Considering all 280 of the coun-
try’s metro areas, Philadelphia ranked 213th.
Whether one uses the 5-county area within
Pennsylvania or the broader Census definition
of the consolidated metropolitan area, the
region has experienced only modest popula-
tion growth over the past two decades. The
2000 Census tells us that 3.8 million people
live in the 5-county area1 (an increase of 4.5%
since 1980), while 6.2 million live in the more
broadly defined region2 (a 5% increase since
1990). 

While population has been relatively stable,
the number of households in the 5-county
region increased by 12% over the last 20
years. We’ve met this demand for housing by
doubling our new home production over the
last 5 years — creating new homes, which are
unaffordable to the region’s average house-
hold and located at greater distance from our
declining core communities. As these homes
sit on larger lots, they consume a dispropor-
tionate amount of the region’s undeveloped
land. This trend encourages sprawl and 
lessens investment in some of our older
communities.

Unlike many regions around the country, 
purchasing the average existing home in 
the 5-county Philadelphia area remains quite
affordable. In fact, almost 80% of the region

was affordable to the median income house-
hold in 1999. The most affordable homes 
are concentrated in Philadelphia, along the
Delaware River in Bucks and Delaware coun-
ties; in core communities such as Norristown,
Coatesville, Pottstown, Upper Darby and
Chester; and along the edges of the region.
Inasmuch as the newly emerging job clusters
in the region tend not to be in the same place
as the most affordable housing, it is difficult 
for modest income homebuyers (such as
teachers, office workers, bus drivers and 
bookkeepers) to purchase a home close to
these new job clusters or in the region’s 
better school districts. 

The inability of these modest income 
households and families to purchase in the
region’s more advantageous areas is further
compounded by three additional trends. 
First, renting — particularly for families — 
is increasingly unaffordable in the suburbs 
and Center City; second, multifamily stock is
dwindling across the region; and third, public
funding for the most affordable housing is
directed at Philadelphia. Limited affordable
housing investment in the suburbs serves to
exclude households of more modest means.

And while the region continues to boast one
of the highest homeownership rates in the
country, sales prices have only marginally 
outpaced inflation over the last twenty years.
In fact, over the last ten years, the average
existing home in the Philadelphia 8-county
region experienced a 6.6% inflation adjusted
loss. This is the double-edged nature of our
real estate market. Our homes are affordable
— and non-appreciating — because demand
(growth) is low.

The physical condition of our homes and opin-
ions of our neighborhoods have declined over
the last fifteen years. There are more poor
homeowners than there were fifteen years ago
and they face severe housing cost burdens.
Most of these poor homeowners are saddled
with homes that have noticeable physical
problems. 

INTRODUCTION

1 The 5-county Pennsylvania area includes Bucks, Chester,
Delaware, Montgomery and Philadelphia counties.

2 The Census defines the Consolidated Metropolitan
Statistical Area to include counties within Pennsylvania,
New Jersey, Delaware and Maryland.
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The dynamics of this real estate market and
the manner in which public investment in the
most affordable housing takes place in the
region create an environment that works
against the regionalization of affordable hous-
ing and discourages new market-rate develop-
ment in our central City — Philadelphia. 

The current political climate around the issues
of development and sprawl, however, suggests
that, as a region, we have an opportunity to
change. We can choose to pursue an agenda
that stimulates and guides real estate devel-
opment in the region in order to restore 
market vitality in the City of Philadelphia and
increase affordable housing opportunities in
the suburbs while focusing future development
in advantageous areas of the region through
improved cooperation and planning between
and among municipalities, counties, the
Commonwealth and the federal government.
Or, we can passively follow the current course
that serves to concentrate poverty and blight
in the urban core while at the same time
sprawling housing and jobs across the region. 

This dynamic consumes land at a widely 
disproportionate rate, increases costs associat-
ed with construction, municipal operations,
transportation and travel, and decreases our
quality of life. According to a recent study 
sponsored by10,000 Friends of Pennsylvania
entitled The Costs of Sprawl in Pennsylvania,
municipalities in the state may be spending 
up to $120 million more each year to build
and support new infrastructure and schools
than they would if the region developed more
compactly.

Any successful regional effort must be rooted
in regional civic leadership — leadership that
has yet to powerfully emerge in Southeastern
Pennsylvania. Without such leadership, hous-
ing may never become a regional agenda. In
the meantime, we can take some crucial first
steps. The choice is ours. 

The words we use . . . 
REGION
8-County Region: Bucks, Chester, Delaware,
Montgomery, Philadelphia, Camden,
Burlington and Gloucester counties.

5-County Region: Bucks, Chester, Delaware,
Montgomery and Philadelphia counties.

HOUSING AFFORDABILITY 
Modest Income Household: 
Households earning less than the 5-county
1999 median income of $47,500.

Affordable: Monthly mortgage and interest
payment, or contract rent, which does not
exceed 30% of a household’s monthly
income. Does not include taxes or utilities.

Affordable Housing: Housing affordable to
the median income household earning the 
5-county 1999 median income of $47,500.

The Most Affordable Housing: 
Housing affordable to households earning 
a 1999 income of $25,000 or less.

HOUSING COST BURDEN 
Monthly Housing Costs: Owner — Includes
all mortgages, interest payments, real estate
taxes, property insurance, homeowner fees,
condo or coop fees and utilities (not includ-
ing telephone or cable television). Renter —
Includes contract rent, property insurance
and utilities (not including telephone or cable
television).

Moderately Cost Burdened: A household
(either owner or renter) paying between 30
and 49% of their income towards housing
costs as described above.

Severely Cost Burdened: A household
(either owner or renter) paying more than
50% of their income towards housing costs
as described above.

5-County Region 8-County Region
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FINDING # 1
Residential Development
While population has been relatively stable in the 5-county region, 
the number of households increased by 12% over the last 20 years.
We’ve met this demand for housing by building new homes that are
unaffordable to the region’s average household and are situated on
large lots distant from our declining core communities. 

Historically the region’s core,
Philadelphia is in trouble. 
In 1950 Philadelphia represented 56% of
the region’s population; now Philadelphia
represents only 30%. The effect of this 
population loss in Philadelphia can be seen
in the abandonment of its neighborhoods.
The Brookings Institution reports that
Philadelphia has one of the most severe
abandonment problems evident in American
cities. During the 1990s, Philadelphia
demolished more than 1,000 units a year
and still has 8,000 that are dangerous and
need to be torn down. There are also thou-
sands more that need to be treated and
another 30,000 vacant parcels of land.

Data from the United States Census, Bureau
of Economic Analysis, and various American
Housing Surveys reveal significant trends
regarding Philadelphia’s position in the 
5-county Southeastern Pennsylvania region,
the 8-county Pennsylvania/New Jersey MSA
and the country. Of the top ten largest cities
in the United States, only two lost popula-
tion during the last ten years: Philadelphia
and Detroit. In relation to these “top ten”
cities, whites moved out of Philadelphia and
Detroit at a faster rate, with Philadelphia
losing over 20% of its white population
between 1990 and 2000. Minorities moved
into Philadelphia at a slower rate and high-
income households all too frequently opted
not to purchase a home in Philadelphia.
Thirty to sixty percent of borrowers 
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purchasing homes in the central cities of
Phoenix, San Antonio, San Diego, and Dallas
were high-income borrowers in 1999. In
Philadelphia, less than 10% were. 

Nonetheless, Philadelphia remains the most
populous county in the region and is the prime
location for the region’s highest paying jobs,
but it is losing its regional share of the popula-
tion, its regional share of employment, is lag-
ging behind in per capita income growth, and
is home to an increasingly higher concentration
of poor people. For years, some Philadelphia
residents have said that as soon as they had
enough money to move out, they would. And
for years, many did. 

New home sales doubled 
during the last five years.
While the 5-county region’s population 
count grew by only 4.5% since 1980, the
region is now home to 12% more households
than in 1980, causing a residential construc-
tion boom in the mid-1980s and a doubling
of new home sales since 1995. 29,600 new
homes sold in the 5-county area between
1995 and 1999. In 1999, 7,872 new homes
sold — almost twice the number that sold 
in 1995 (4,706). 

Population, household and family changes
vary markedly among the 5 counties in the
region; Philadelphia experienced the most
significant losses in all three groups; Chester,
Bucks and Montgomery counties experienced
the most significant increases. Not surprising-
ly, new home sales in these three counties
between 1995 and 1999 account for 86% 
of all new home sales in the 5-county region.
New home sales have been greatest in
Limerick, Buckingham, Plumstead,
Montgomery and Schuylkill townships. 

The lot size for a 
new home has increased.
New homes today are built away from the
region’s core communities on increasingly
larger lots — a trend that encourages sprawl.
In 1985, 11.9% of households living in a 
new home (built within the previous four
years) were situated on one-half to a full 
acre of land and 25.4% were situated on
one-quarter to one-half acre. In 1999, 25.9%
and 38.5% of new homes were respectively
situated. At the same time, fewer new homes
were built on less than one-eighth of an acre
and far fewer on one-eighth to one-quarter 
of an acre in 1999 than were in 1985. 

1993 1999
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Buying a home in the
Philadelphia region is affordable
for many middle income families.
Unlike many regions around the country,
purchasing an existing home in the
Philadelphia area remains quite affordable
for the median income household.
According to the National Association of
Realtors Affordability Index, we were the
22nd most affordable metro area out of
180 sampled in the United States in the
year 2000. In 1999, the median income
household (earning $47,455) could afford
to purchase the average priced home in
79% of the 5-county region.3

Buying a new home in 
the Philadelphia region  
is not affordable.
New homes in the 5-county region are, 
however, unaffordable to the median income
household. In 1999, the average new home
sold for $238,909 in the 5-county area4 —
significantly higher than the region’s median
sale price of $154,882 and the average
new home sale price in 1995 of $201,765.
By 2000, Bucks and Delaware counties
experienced the greatest increase in new
home sale prices in both the 5-county and
8-county areas. 

Sixty-three census tracts in the 5-county
region experienced the greatest number of
new home sales over the last 5 years —
90% of these tracts had average home sale
prices in 1999 that were higher than the
region’s median sale price. 

FINDING # 2
Buying a Home in the Region
Unlike many regions around the country, purchasing an existing
home in the Philadelphia area remains quite affordable. The most
affordable housing, however, is clustered in relatively few places 
making it difficult for modest income homebuyers to purchase a home
close to new job clusters and in the region’s better school districts.

3 An affordable home is one in which the monthly mortgage
payment (not including real estate taxes) does not exceed
30% of a homebuyer’s monthly income. Mortgage pay-
ments were calculated assuming 10% down payment and
interest rates of 7.61(1995) and 7.63 (1999). These rates
were obtained from the Mortgage Bankers Association
and represent the mid-year rate in each of these years.

4 Between 1995 and 2000, the average new home sale
price rose from $202,000 to $241,000 in the 8-county
area representing an increase of 19.3% in only 6 years.
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Severe housing cost burdens 
are increasing for poor, elderly,
Hispanic and Black homeowners.
Looking at costs associated with owning a
home — in addition to the monthly mortgage
principal and interest payments used to cal-
culate “affordability” on the previous page —
survey data from the American Housing
Survey finds that while the median home-
owner in the region pays only 18% of their
income towards monthly housing costs5, the
percentage of homeowners facing moderate
and severe housing cost burdens is increas-
ing.6 In 1985, 22% of homeowners were
housing cost burdened (paying 30% or
more of their income toward housing 
costs); in 1999 26% were.

Higher percentages of Black, Hispanic,
elderly and poor homeowners are housing
cost burdened. More importantly, growing
percentages of these homeowners are
severely cost burdened — paying more than
50% of their income towards housing costs.

Most noticeably, a disproportionately larger
share of poor homeowners (households living
below the poverty level) are severely cost
burdened. The American Housing Survey
reports that the median poverty level home-
owner household paid 70% of their income
towards housing costs in 1999; a substan-
tial increase since 1985 when they paid
59% of their income towards housing costs.

The growing inability of poor homeowners to
afford the costs associated with homeowner-
ship is also evident in Philadelphia Sheriff
Sale statistics as the average number of
homes placed for Sheriff Sale over the last 
5 years has more than doubled. These
homes are clustered in the City’s lower
and moderate-income neighborhoods.

More homeowners — of all income groups
— experienced severe physical problems with
their homes in 1999 than in 1985, but the
percentage of poor households facing severe
problems increased most substantially. With
increasing housing cost burdens and little
income remaining for home repairs, it is 
not surprising that a greater share of poor
homeowners is burdened with homes that
have severe physical problems.

Financing for homeowners in low income and
low home value areas to purchase, maintain or
improve their home is largely provided by insti-
tutions operating within the sub-prime mort-
gage market. These lenders make loans that
carry high interest rates and fees. While this is
an acceptable product where credit history or
collateral is problematic, for some borrowers a
sub-prime loan can represent an expense that
unnecessarily removes equity from the home.

The physical problems evident in lower income
peoples’ homes coupled with a lack of savings
and a limited group of lending institutions —
many of which are not regulated by the
nation’s financial regulatory agencies — 
creates a circumstance wherein people may 
be taken advantage of in “predatory lending”
transactions. Predatory lending is a phrase
that refers to the unethical and oftentimes 
illegal practices of a group of lenders and 
brokers who market and solicit loans that

P
E

R
C

E
N

T
 M

O
D

E
R

A
T

E
LY

 A
N

D
 S

E
V

E
R

E
LY

 
C

O
S

T
 B

U
R

D
E

N
E

D

1985  1999    1985  1999    1985  1999    1985  1999    1985  1999    1985  1999    1985  1999 
All Black Hispanic Elderly Below Philadelphia Other

Poverty Counties

Share with 
moderate cost 
burdens

Source: TRF tabulation of the 1985 and 1999 American 
Housing Surveys for the Philadelphia MSA.

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Share with 
severe cost 
burdens

TYPE OF HOUSEHOLD

5 Owner Housing Costs include all mortgage principal
payments, interest payments, real estate taxes, property
insurance, homeowner fees, condo or coop fees and
utilities (not including telephone or cable television).

6 A household paying between 30 and 49% of their income
towards housing costs is defined to be moderately cost
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involve one or more of the following: excep-
tionally high costs; repetitive and unnecessary
refinancing of existing debt; adding debt to the
principal balance that should not be included;
an element of deception; making a loan that is
of little or no economic benefit to the borrower.

TRF research on predatory lending in
Philadelphia reveals that those areas most 
vulnerable to predatory lending have lower
home values, higher concentrations of older
homeowners, higher percentages of homes
owned free-and-clear, lower household 
income, less educated householders, and 
higher concentrations of minorities.

Home sales are on the rise, 
but are not equally distributed
around the region.
Between 1995 and 1999, home sales
increased by 69% in the 5-county region. 
Of all the homes sold between 1995 and
1999, 29% occurred in Philadelphia, 21%
in Montgomery County, 20% in Bucks
County, 16% in Chester County and 14% 
in Delaware County. Compared to home 
sale activity around the country, The Joint
Center for Housing Studies of Harvard
reports that in 1999, all other top ten
metro areas had a higher percentage of
mortgages to purchase homes in their 
central cities, except Detroit. 

Home sales are not distributed evenly
around the 5-county area as half of all the
home sales occurred in 25% of the region’s
census tracts. The twelve census tracts 
with the highest number of sales during 
the five-year period represent parts of:

• Montgomery Township 
(Montgomery County)

• Newtown Township (Bucks County)
• Buckingham Township (Bucks County
• Northampton Township (Bucks County)
• Lower Makefield Township (Bucks County)
• West Whiteland Township (Chester County)
• Limerick Township (Montgomery County)
• Lawndale-Crescentville (Philadelphia)
• Overbrook Park (Philadelphia)
• Plumstead Township (Bucks County)
• East Bradford Township (Chester County)
• Olney (Philadelphia)

The demographic trends driving this home
sale activity are dramatically different in 
the three Philadelphia census tracts vs. the
nine suburban tracts. The census tracts in
the City represent areas that experienced 
significant racial shifts between 1990 and
2000. In fact, the Overbrook Park and
Olney tracts (the 2nd and 3rd most active
sale tracts in the City) had the highest
increases in Black population of all tracts 
in the region during the last ten years.
These three tracts are extremely affordable
and had virtually no new home sale activity
between 1995 and 1999. 

In the suburbs, however, sales activity was
associated with large increases in White
population between 1990 and 2000 and
high percentages of new home sales
between 1995 and 1999. New home sales
accounted for 21% (Newtown Township) to
59% (Limerick Township) of all home sales
in six of the nine suburban tracts. The aver-
age priced home in each of the six tracts
was also unaffordable to the median income
household in 1999.
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The most affordable housing 
is concentrated in specific areas
of the region.
Housing that is affordable to the median
income household is generally spread evenly
around the region. At incomes below medi-
an, however, the picture changes. 

The most affordable housing is concentrated
in Philadelphia, along the Delaware River in
Bucks and Delaware counties; in core com-
munities such as Norristown, Coatesville,
Pottstown, Upper Darby and Chester; and
along the edges of the region. This cluster-
ing of the most affordable housing makes 
it difficult for modest income homebuyers
(such as mail carriers, paralegals, school
bus drivers, bookkeepers and barbers) to 
purchase a home close to new job clusters
or in the region’s better school districts. 

The map on the following page overlays
three pieces of information and depicts
where housing is affordable to a variety 
of income levels, where the school districts
do and do not produce cohorts of students
with average SAT scores that are higher
than the country’s 1998 average of 1,019,
and where the region maintains its highest
employment concentrations. The map
reveals that none of the areas with the 
most affordable housing (shown in red) 
are located in school districts with above
average SAT scores. As for employment
opportunities, Center City Philadelphia 
and Pottstown represent the primary high
employment concentration areas in close
proximity to the most affordable housing
opportunities. Instead, high employment
concentrations are more likely located in
areas with the least affordable housing and
in school districts with above average SAT
scores.

Philadelphia Region Average Wages, 2001

Occupation Average Annual Wage

Barber $18,480
Bookkeeper, Auditing Clerk $27,990
Building and Grounds Maintenance $22,140
School Bus Driver $22,450
Cashier $16,150
Child Care Worker $16,630
Court Reporter $37,210
Data Entry Keyer $20,910
Dental Technician $30,750
Police Dispatcher $29,020
File Clerk $18,900
Fire Fighter $31,910
Hairdresser $16,970
Home Health Aide $17,320
Law Clerk $29,550
Library Assistant $19,400
Housekeeper $17,330
Medical Secretary $24,300
Nurses Aide $20,270
Paralegal $36,680
Probation Officer $32,760
Mail Carrier $38,040
Receptionist $20,980
Retail Sales Clerk $19,430
Secretary $33,670
Typist $25,580

Source: PA Dept. of Labor and Industry, 2001 Occupational Wage Data
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The region’s most 
unaffordable areas share 
a number of common 
characteristics.
21% of the region’s census tracts were 
unaffordable to the median income 
household in 1999. These tracts, located 
in the region’s better school districts, had
average 1999 sale prices ranging from
$187,000 in Hilltown Township, Bucks
County to $460,511 in parts of Lower
Merion, Montgomery County. The 25 most
unaffordable tracts also have higher than
median incomes and are not racially diverse.

Reasons for choosing where 
to buy a home have changed.
The American Housing Survey for the
Philadelphia Metropolitan area suggests a
number of reasons why today’s homeowner
might choose one neighborhood over 
another in the region — reasons unrelated
to affordability. Since 1985, convenience 
to job, convenience to friends and relatives,
the house itself and the looks of the neigh-
borhood have been the most frequently
selected reasons why surveyed homeowners
choose to live where they do. In 1999, how-
ever, an increasing percentage of surveyed
homeowners state that good schools and
convenience to public transportation are key
reasons why they choose a neighborhood.
Homeowners surveyed in Philadelphia share
these top reasons for living where they do

except by 1999, an increasing percentage
of homeowners cite convenience to leisure
and looks of the neighborhood as reasons.
While some Philadelphia homeowners cite
good schools as a reason for choosing 
their neighborhood in 1985, a negligible
percentage of Philadelphia homeowners 
surveyed cite this reason in 1999.7 From
this data, it is hard to determine whether
neighborhood selection in Philadelphia is
essentially independent of school quality
because purchasers either make no 
distinction between the various schools
across the City or school quality is irrelevant
because they have no intention of using
them anyway.

A recently released report by the
Philadelphia City Planning Commission 
summarizes the results of a homebuyer 
and seller survey they conducted in 
1998 and 1999. They state “. . . many
households perceive that purchasing 
a home in Philadelphia is not a good 
investment, express concern about the 
poor quality of the Philadelphia school 
system, and complain about high taxes 
and auto insurance.”
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Homebuyer concern about schools and public transportation grows
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Rents are increasingly 
unaffordable.
Over the last decade, average rents have
increased substantially throughout the
region, but growth has been greatest in the
suburban and Center City markets. Average
rents for units of all types were comparable
for City and suburbs in 1990, but in 2000,
those rents were increasingly disparate. 

Families are feeling the greatest
impact, especially in suburban
communities.
While rent increases have affected all
renters, families have felt the greatest
impact, as rents for three-bedroom units
have risen at a much higher rate than other
units. Between 1990 and 2000, for exam-
ple, the average rent for a three bedroom
apartment increased by 49% —more than
any other type of rental unit in the suburbs
or City (excluding Center City). 

The problem is particularly acute in the sub-
urbs, where a combination of high rents and
limited supply of multiple bedroom units
indicate that affordable rental opportunities
are limited for families. In 1990, the aver-
age rent for a three or more bedroom unit
in Philadelphia was 5.1% higher than the
average rent for the same unit type in the
suburbs in 1990. In 2000, suburban rents
for three or more bedroom units were
11.0% higher than those in Philadelphia. 

For families earning at or below median
income, three or more bedroom units are
increasingly unaffordable in the suburbs. 
A household making the estimated region
median income of $49,224 in 2000, for
example, could afford8 a monthly rent 
payment of $1,230 — not enough for the
$1,336 three bedroom suburban rental.

Additionally, the rise in the number of 
families living in the suburbs — a 6.71%
increase between 1990 and 2000 — 
strains the small supply of three bedroom
apartments even more. 

At the same time, three bedroom rental
units here are generally more affordable,
than those in regions around the country,
according to the National Low Income
Housing Coalition.

The National Low Income Housing Coalition
studies the ability of low-income households
and families to afford an area’s Fair Market
Rent. Their calculations for 2000 indicate
that of the ten largest metro areas in the
country, it is easier for a renter household
here to afford a three bedroom unit than in
New York, Los Angeles, San Diego, Dallas or
San Antonio — but harder to rent a one or
two bedroom unit than in Chicago, Houston,
Phoenix, Dallas, San Antonio or Detroit.9

FINDING # 3
Renting in the Region
While buying a home is affordable to the median income household,
renting is not. Rents greatly outpaced inflation in both Center City
and suburban markets, with rents for three-bedrooms (family units)
rising at a substantially higher rate than other units. 

8 A monthly contract rent that does not exceed 30% 
of monthly income is considered to be affordable.
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Renters — particularly
elderly renters — are more
significantly burdened by
housing costs than owners.
Looking at costs associated with renting an
apartment — in addition to the contract rent
used to calculate “affordability” on the previ-
ous page — survey data from the American
Housing Survey finds that renters in the
region paid a median of 28% of their income
towards rental housing costs10 in 1999 (com-
pared to 18% for owners). Poor renters
(households living below the poverty level)
are most severely burdened paying a median
of over 75% of their income towards rental
housing costs.

Higher percentages of Hispanic and elderly
are severely burdened by rental housing
costs in 1999 than were in 1985 with over
70% of all elderly renters facing severe or
moderate cost burdens. Additionally, fewer
renter households in Philadelphia are facing
severe or moderate rental cost burdens 
(3% decrease), while a higher percentage 
of renters in the region’s other counties 
(7% increase) are — suggesting that the
supply of affordable rental units in non-
Philadelphia communities is dwindling. 

Condition of rental 
units is improving. 
Conditions for renters show signs of
improvement over the last 15 years. While
8% of all renters earning less than 50% of
poverty reported severe physical problems
in 1985, only 2.09% reported such prob-
lems in 1999.
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9 The Department of Housing and Urban Development
sets Fair Market Rents or FMRs for metropolitan areas
and non-metropolitan counties.  FMRs serve
as gross rent estimates for each area and are used to
set a ceiling rent for the Section 8 program.  Section 8
Rental Certificate holders generally cannot rent units
whose rents exceed the FMR for their area. As a result,
FMRs must be both high enough to entice enough
landlords and neighborhoods to participate in the pro-
gram, and low enough to serve as many low-income
families as possible.

10 Rental Housing Costs include contract rent, property
insurance and utilities (not including television or cable
television).

Between 1990 and 2000, rents increased most 
substantially in the Center City and suburban markets

The average rent for a 3-bedroom unit in the Pennsylvania
suburbs increased by 49% between 1990 and 2000

A high percentage of renters — of all types — 
continue to be moderately and severely cost burdened
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FINDING # 4
Affordable Housing Production
Declining stock of multifamily units in the region, particularly 
in suburban communities, along with rising rents makes it extremely 
difficult for a modest income family to rent in the region. Public funding
for the most affordable housing development in the region is concentrated
in Philadelphia — further excluding these modest income households 
and families from suburban communities near new employment centers 
or from areas with better school districts. 

Multifamily stock —
and rental vacancy rates —
are declining.
The Joint Center for Housing Studies of
Harvard University reports that around the
country, the supply of multi-family rental
units is declining sharply. Philadelphia is not
immune from this decline. Between 1989
and 1999, estimates from the American
Housing Survey for the Philadelphia region
suggest that the stock of units in five (or
more) unit structures declined by almost
34,000 units (representing a 20.5%
decline). At the same time, approximately
12,600 multi-family units (in buildings 
with 3 or more units) were permitted
between 1990 and 1999, suggesting that
demolition and conversions were responsi-
ble for the declining stock. 

Unlike the suburban counties of the region
where single family construction predomi-
nates, in the City of Philadelphia approxi-
mately 63% of all units for which building
permits were issued were for structures 
with three (or more) units. 

Vacancy rates for rental units declined in 
all 5 counties during the last 20 years, with
rates dropping most significantly in Bucks
and Chester counties. Low vacancy rental
rates around the 5-county region combined
with slowing multifamily production, make 
it even more difficult for households to find
affordable apartments.

While the development of new single-family
attached or detached units is increasing
around the region, these units are not
entering the rental market.  Single-family
units entering the rental market are increas-
ingly existing homes in Philadelphia. A 
significantly higher percentage of single 
family homes in Philadelphia are in the
rental market than there were 15 years ago
— suggesting that many more homeowners
in Philadelphia are opting to rent their
home instead of selling. 
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Section 8 rental assistance 
is not effectively regionalizing
the supply and demand for
affordable housing.
Those who have studied the Section 8 
federal rental assistance program argue
that the concentration of Section 8 hous-
ing in certain communities is generally
attributable to forces of supply and
demand (c.f., Turner, et al., 2000 or
Pendall, 2000).

As participation in the Section 8 program
is voluntary, the supply of Section 8 hous-
ing is directly influenced by decisions of
property owners and managers who may
choose not to rent to people with Section
8 assistance.11 This choice may be based
on a number of factors including if the 
unit rent exceeds Section 8 program lim-
its, negative experiences and perceptions
related to dealing with tenants under this
program and ignorance of various aspects
of the program. 

Data on multi-family rental properties
reported in HUD’s Property Owners and
Managers Survey (POMS) conducted in
1995/1996 suggest that of those property
owners who do not participate in the 
program, the primary reasons cited are:
(1) too much paperwork engendered by
the program [43.3%]; (2) too many regula-
tions [42.1%]; (3) problems with tenants
[40.7%]. Fewer than 41,000 property
owners (i.e., less than 15%) reported that
they did not accept Section 8 renters at
their properties because their units’ rents
were too high to fall within the program
regulations.

One often cited constraint on the supply 
of available landlords in the suburbs is 
the mechanism by which Fair Market
Rents are set by the Department of
Housing and Urban Development (HUD).
HUD uses a number of factors to deter-
mine FMRs each year and does so at the
regional level. As a result, the rent that
serves as a ceiling in parts of areas with
very low average rents, such as North
Philadelphia, is the same ceiling rent in

every other part of the region. The
program then tends to attract more 
landlords in areas where market rents fall
below the FMR and many fewer in areas
where market rents exceed the FMR —
causing a natural concentration of Section
8 housing in low value markets. 

Enticing landlords to participate in the
Section 8 program when rental vacancy
rates are low is also difficult. If landlords
can earn more rental income on the 
private market and if they are confident
that their unit will rent quickly, the Section
8 program is an unattractive option. As 
a result, residents in some communities
have trouble finding landlords willing to
rent in the Section 8 program. On the
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11 Not all Section 8 certificates and vouchers are mobile.
Some are project-based certificates and are tied to a
particular development.  Housing authorities are, how-
ever, not permitted to use more than 15% of their cer-
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The Region is 
losing multifamily
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Source: TRF tabulations of 
U.S. Department of Housing and 
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other hand, where a significant portion 
of the demand for housing in a particular
market comes from people who are of
more modest means, Section 8 becomes 
a more attractive option to property 
owners and managers.

The demand for Section 8 housing is largely
within the control of subsidized renters who
may not seek housing outside certain areas.
This limited search may be for various 
reasons (e.g., lack of complete information
about housing opportunities in other areas,
fear of discrimination, free choice to be
closer to families, friends, relatives). Either
way, Section 8 renters tend to be less clus-
tered in high poverty areas than traditional
public housing residents but not nearly as
dispersed as they could be.12

Public funding for the 
most affordable housing 
is predominantly concentrated
in Philadelphia.
An analysis of the federal and state funding
streams for the most affordable housing in
the region reveals that affordable and pub-
lic housing investment is, for the most part,
concentrated in Philadelphia, with limited
affordable housing investment occurring in
the suburbs. Concentrated affordable hous-
ing investment in the City — compounded
by a dwindling supply of multifamily rental
units and rising rents in the suburbs —
excludes modest income families from 
many suburban communities.

The Department of Housing and Urban
Development (HUD) and the Common-
wealth of Pennsylvania provide the 5-county
region with funds for the most affordable
housing development through the following
programs:

Community Development Block Grant
Program (CDBG), HOME, Emergency
Shelter Grant and HOPWA: These HUD 
programs provide annual grants on a 
formula basis to entitled cities and counties
to develop communities by providing
decent housing and a suitable living 
environment, and by expanding economic
opportunities, principally for low- and 
moderate-income persons. HUD determines
the amount of each grant by a formula,
which uses several measures of community
needs, including the extent of poverty, 
population, housing overcrowding, age 
of housing and population growth lag in 
relationship to other metropolitan areas. 

The 5-county area is home to 13 entitle-
ment communities13 — each of which
receives annual CDBG grants from HUD.
Between 1993 and 2001, HUD invested
over $1 billion in the region; 74% of this
was invested in Philadelphia. Not only do
the suburban communities receive less
block grant money than Philadelphia, they
also invest their dollars in a substantially
different manner. In FY 2001, for example,
Philadelphia plans to invest almost 50%14

of its CDBG grant in housing activities; the
suburban communities together will invest
32%. Suburban communities, on the other

12 Pendall reports that the national pattern for Section 8 
certificate and voucher holders is that they are less
concentrated in the most economically distressed
areas than other renter households, but more dis-
persed than the lowest income, non-subsidized renters.
He reports that in the Philadelphia PMSA, 6.2% of
Section 8 renters live in the most highly economically
distressed areas of the region and another 19.5%
reside in distressed areas. These figures compare to
2.3% and 17% respectively for MSAs across the
United States. Only the Newark, NJ PMSA had a 
higher percent of Section 8 renters in the most highly
economically distressed areas (6.3%).

13 The thirteen entitlement communities are: Bucks,
Chester, Delaware, Montgomery and Philadelphia coun-
ties; and Abington, Bensalem, Bristol Township, Chester
City, Haverford, Lower Merion, Norristown and Upper
Darby. 

14 Percentages are derived by evaluating FY 2001 
Action Plans of the thirteen entitlement communities.
Percentages represent the percentage of non-adminis-
trative investment planned by the community in 
FY 2001.

Department of 
Housing and 

Urban Development 
Investment, 
1993–2001
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hand, will spend almost 50% of their CDBG
grants in infrastructure and public facility
investments. Philadelphia will invest 1% of
its CDBG grant in public facilities and 0% 
in infrastructure. 

The type of housing investments planned 
in Philadelphia versus the suburban 
communities is also significantly different.
While both the suburbs and Philadelphia
will focus their CDBG dollars on the preser-
vation of existing units (owner and rental
rehabilitation grant and loan programs),
24% of Philadelphia’s housing investment 
is for affordable housing production — the
creation of additional homeownership or
rental opportunities. In contrast, only 2% 
of the planned housing activities in the 
suburbs are for production. 

Elderly and Special Needs Housing: HUD
responds to requests for capital advances
and grants from non-profits to assist in the
development of low-income elderly and spe-
cial needs rental units. Between 1995 and
2000 alone, HUD invested $131.9 million
in the 5-county region to create 3,758
elderly and special needs units.  

Public Housing: HUD provides federal aid to
local public housing agencies that manage
housing for low-income residents. Six hous-
ing authorities serve our 5-county region —

one representing each county and one in the
City of Chester. Each receives funding annual-
ly from HUD for maintenance and capital
improvements. While Philadelphia is home to
an estimated 71.3% of the 5-county region’s
population living in poverty, it manages 84%
of the region’s public housing units and 61%
of the Section 8 certificates. 
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Two entities at the state 
level also fund affordable
housing development:
Pennsylvania Housing Finance Agency
(PHFA): The Low Income Housing Tax Credit
(LIHTC) program provides federal tax incen-
tives for the development and preservation
of affordable housing, and is administered in
Pennsylvania by PHFA. Between 1995 a
and August 2000, PHFA provided $128 
million in tax credits and $23.8 million in
PennHOMES interest-free, deferred payment
loans to create 1,448 affordable units in the
five-county area — 59% of these units were
created in Philadelphia. During the same

time period, PHFA also provided 8,651 
single-family mortgages totaling over $534
million — 58% in Philadelphia. 

Department of Community and Economic
Development (DCED): Through its Housing
Resource Assistance (HRA) Program, DCED
invests in housing and community develop-
ment activities throughout the Common-
wealth. Between 1991 and 1998, DCED
invested over $50 million in the five counties
in Southeastern Pennsylvania in housing pro-
grams, housing rehab and new construction,
economic development and infrastructure
activities. Over two-thirds of this funding
(68%) went to the City of Philadelphia to
support “umbrella housing” activities such 
as Basic System Repair, Heater Hotline,
MEND and the like. The remaining 32% was
shared relatively evenly by the four suburban
counties to subsidize specific housing rehabil-
itation (both homeownership and rental),
economic development, infrastructure, and
new construction projects. 

With most affordable housing investment —
particularly for affordable housing production
— occurring in Philadelphia, lower and mod-
est income households will continue to have
difficulty moving to suburban communities
where the prospects of living in a better
school district or closer to an employment
center are better. While the current rationale
of investing these dollars in those places with
the most need (i.e. the most number of poor
people) is reasonable, it does serve to sup-
port the region’s status quo of concentrated
poverty and concentrated wealth.

Montgomery
$4,658,610

Source: TRF tabulations of HRA
inv stm nt d t from DCED

Delaware
$3,750,120

Chester
$3,576,200

Bucks
$4,108,549

Philadelphia
$34,488,000

Source: TRF tabulations of HRA
 investment data from DCED.
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The homeownership rate rises.
Over the last twenty years, the 5-county
region’s already high homeownership rate
rose slightly rising from 66.7% in 1980 
to 68.4% in 2000. Of the 5-counties,
Chester County experienced the largest
increase in homeowners — jumping from
70.7% in 1980 to 76.3% in 2000.  

Fewer households report 
adverse external conditions with
their home, but the percentage
with severe physical problems
increases.
In 1985, 27% of all households (both
owner and renter) surveyed in the 8-county
region for the American Housing Survey
reported one or more of the following exter-
nal building conditions: sagging roof; miss-
ing roof material; hole in roof; missing
bricks, siding or other outside wall material; 

sloping outside walls; boarded up windows;
broken windows; bars on windows15; or
foundation crumbling or cracking.  By
1989, only 9% reported one or more
of these defects — and by 1999 25% did.
The data seems to suggest that more of our
homes are in good condition than were
15 years ago, but less than were only 10
years ago. 

The American Housing Survey also distin-
guishes properties with severe physical
problems. Those physical problems include
issues related to: plumbing, heating, elec-
tric, general upkeep and hallways. In 1985,
2.2% of occupied units in Philadelphia were
found severely inadequate compared to
1.3% across the entire region. By 1999,
the percentages in both areas rose to 3.2%
and 2.6% respectively.

FINDING # 5
Homeownership 
and Housing Quality
We continue to boast one of the highest homeownership rates 
in the country, but the physical condition of our homes has 
deteriorated and opinions of our neighborhoods have declined 
over the last fifteen years. More homeowners are poor and face
severe housing cost burdens. At the same time, they are saddled
with homes that have severe and moderate physical problems.

15 It is important to note that although the AHS considers
“bars on windows” an “external building condition,” it
may more likely be an indicator of the perception
of crime in a neighborhood and not an indicator of
housing quality.
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Poor homeowners increasingly
struggle to maintain homes
with severe physical problems.
More homeowners are poor (earning less
than 50% of poverty) in the 8-county
region than were 15 years ago. In 1985,
1.94% of all homeowners earned less
than 50% of poverty. By 1999, 5.01%
did. Unfortunately, their homes are
plagued with severe physical problems at a
higher rate than any other income group
— and at a substantially higher rate than
15 years ago. 

Households are less satisfied
with their neighborhood.
In 1985, 48% of reporting households
gave their neighborhood the highest pos-
sible scores of either a 9 or 10 (out of a
scale ranging from 1 to 10). In 1999,
only 40% did. The drop in neighborhood
opinion was even more severe in
Philadelphia where 36% of the reporting
households had indicated scores of 9 or
10 in 1985 — compared to 25% in 1999.16

16 According to survey results for the Philadelphia
Planning Commission, 61% of Philadelphia home sell-
ers surveyed indicated wanting a safer neighborhood
as a reason to sell; 56% reported wanting a more
attractive neighborhood.
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The home has historically been a vehicle 
to save and accumulate wealth for many
American families. Times may however 
be changing. Recent data reported by
Kennickell, et al. from the Federal Reserve
Board’s Survey of Consumer Finance (“SCF”)
demonstrate that non-financial assets 
(primarily the home) as a percent of total net
assets have fallen over the last ten years. Yet
the home has consistently represented
approximately 55% of the value of all non-
financial assets. These SCF data also suggest
that many, especially those of greater means,
are building assets through other vehicles
(e.g., securities) while those of modest means
continue to rely on the home as a vehicle to
save and accumulate wealth. 

Existing home values 
depreciated by 6.6% in 
the 8-county area during 
the last 10 years.
In a recent look at existing home values
across the country the Joint Center for
Housing Studies of Harvard reports an 
inflation-adjusted gain of 12.2% nationally
between 1990 and 2000. But not all
regions fared equally. Over the same time
period, of the ten largest metropolitan
regions, Philadelphia (with a 6.6% inflation
adjusted loss) fared worse than Atlanta,
Baltimore, Boston, Chicago, Dallas, Detroit
and New York.

New and existing home sale
prices outpaced the Northeast
United States over the last
five years.
Most recently, our own analysis of home 
sale data demonstrates average sale price
gains between 1995 and 1999 for the 5-
county region of 6.31% for existing homes
and 9.29% for new homes, with the average
home selling for $154,882 in 1999. While
the region’s existing homes fared worse than
the median priced existing home in the U.S.,
new homes fared slightly better. At the same
time, prices here outperformed the median
priced home — both existing and new — 
in the Northeast United States. 

In the last five years, some neighborhoods —
predominantly in the City of Philadelphia —
experienced higher than average appreciation
rates.

The appreciation rate in the City of
Philadelphia alone (where average sale prices
were lower than the suburban counties) was
at a rate of over 20%. Philadelphia did
somewhat better than the suburbs — and
the country — over this 5-year time period.

Fifty-eight census tracts in the region 
appreciated at rates in excess of 30% over
the last 5 years. Sixty percent of these high
appreciating tracts represent Philadelphia
neighborhoods — the majority of which 
hug suburban counties or Center City. 
These tracts represent parts of neighbor-
hoods such as Wynnefield, parts of
Overbrook Farms, Roxborough, Chestnut
Hill, Cedarbrook/Stenton, Germantown, 

FINDING # 6
Appreciation and Wealth Creation
On an inflation-adjusted basis, the average-priced home depreciated
over the last 10 years. Rising home sale prices during the last 5
years, however, point to some promising signs for homeowners.
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Fox Chase, Northern Liberties, Queen Village,
Pennsport, Bella Vista, Center City — 
East of Broad, the Graduate Hospital 
area, and Fairmount/Spring Garden.
Suburban neighborhoods include parts of
Pottstown, Newtown Township, Elk Township,
Langhorne, Coatesville, Lower Merion,
Whitemarsh, Tinicum Township, Ambler 
and Northampton Township.

Homeownership in the
Philadelphia region is not 
uniformly a vehicle for 
wealth creation.
While Philadelphia can boast an affordable
housing market, housing in the Philadelphia
region has not uniformly fulfilled its 
historical role as a vehicle of asset and 
wealth accumulation. This is evident when
Philadelphia is compared to other parts of
the country. Belsky, et al. looked at homes
that were purchased and sold during the 
period 1982 to 1999 and found that many
who both purchased and sold within that
time period experienced losses. Of the 
four cities studied — Philadelphia, Boston,
Chicago and Denver — the highest percent 
of sales resulting in losses occurred in
Philadelphia (57%). Homeowners who bought
the lowest priced homes did proportionately
the best. It then holds that in many instances,
the high rates of appreciation in some of the
region’s areas are tied to low values. As a
result, for homeowners who are able to 
cash out their gain, it may remain difficult to
translate that gain into a substantially better
home in a better neighborhood. 
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Every day, someone settles on a house in
this region and makes a choice — a choice
about where they’ll live, where they’ll send
their kids to school, how far they’ll live from
work, how much land they’ll live on and the
type and size of house they’ll live in. The
range of choices is obviously greater for
those who are economically well-off and for
years now, those with enough money chose
to live in one of the region’s suburbs. In a
region with low population growth the effect
of this choice is self-evident — we’ve created
a region marked by abandoned core com-
munities, particularly Philadelphia, and
tremendous growth in the distant suburbs. 

The statistical analysis presented in this
report, the one-on-one interviews with hous-
ing professionals and the housing market
roundtable17 conversation make clear that 

as a region we need to increase the range 
of choices within Philadelphia and the 
suburban communities. This can be
accomplished by creating:

• More market-rate rental and ownership
housing opportunities in core communities
— particularly in Philadelphia.

• More affordable rental and ownership
housing opportunities in suburban com-
munities — particularly in the region’s 
better school districts and near employ-
ment centers.

• Better cooperation and planning between
and among municipalities, counties, 
the Commonwealth and the federal 
government.

“Employees don’t
want to live or 

work in the city, 
and land and 

housing are too
expensive along the
Main Line — people
and jobs are forced

to move further 
and further out.”  

Kathleen C. Gubanich
Managing Director of

Human Resources,
Vanguard Group, Inc.

“The city needs 
to do something
really radical. It
needs to target

resources and
attract new 

development into
some areas — 
and demolish 

whole city blocks 
in other areas. And,

this can’t be done
haphazardly — 

it needs to be 
based on a sound

and comprehensive
plan for the city.”  

Chip Roach, President,
Prudential, Fox and Roach

THE BARRIERS
AND POSSIBILITIES

17 On June 13, 2001 TRF and MPPC convened a
roundtable of housing market professionals at the
Sugarloaf Conference Center, Philadelphia, PA.
Attending the conference were approximately 50 
people representing developers and the regulatory,
finance and advocacy communities. The purpose 
of this meeting was to present the research findings 
and policy suggestions, subjecting them to the reality
test of people who actually build, finance, plan, and/or
advocate around various issues related to housing.
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Increase Market
Rate Development 
in Philadelphia
Philadelphia needs more market-rate hous-
ing. Between 1995 and 1999, 29,600 new
homes sold in the 5-county area — but only
6% of these were in Philadelphia. Housing
professionals cite a number of “barriers”
(including the costs of clear land and labor,
lengthy governmental processes, zoning reg-
ulations and building codes) to constructing
market rate developments in Philadelphia —
even though they want to — and urge the
City to take on three basic issues.

Create a citywide vision that
guides public policy. 
While recent demographic trends in
Philadelphia are not positive, the City has
significant assets and amenities that are 
the basis for market revitalization and
growth: a strong residential central core,
natural amenities like parks and rivers, 
first class transportation access, nationally
known cultural and educational institutions,
and high quality housing stock. 

Public policy in Philadelphia must build from
these points of strength while simultaneous-
ly getting a handle on the most distressed
areas of hyper-vacancy. Moreover, it must
be animated by a vision of city neighbor-
hoods as places of choice where market
forces — increased demand, financial value,
new opportunities and products — are
unleashed and not over-regulated. 

Mayor John Street’s Neighborhood Transfor-
mation Initiative represents a beginning
point for such a citywide vision. It creates
strategies for stimulating and guiding 
housing investment in the City that is based,
on a data-driven market analysis. These
housing investment strategies form a city-
wide vision for housing development that
encourages market-rate investment in 
certain areas, preserves existing housing
stock in others, rebuilds inner-city markets
at scale from the ground up and provides
housing opportunities for low-income 
citizens.

TRF analyzed housing sale prices, demolition
activity, vacancy rates, the presence of 
dangerous properties, owner occupancy
rates, the age of the housing, the presence 

of non-market rate rental housing, the mix
of commercial and residential uses and 
consumer credit profiles and grouped areas
of the City that showed similar physical and
economic conditions. This statistical analysis
revealed six real estate market clusters in
the City, each in need of a different housing
development strategy.

Real Estate Markets:

• Regional Choice — characterized by the
highest property values in the City, an
eclectic mix of residential, commercial
and institutional uses and older housing
typically in excellent condition.

• High Value/Appreciating — characterized
by high value housing, strong price appre-
ciation, population stability and in some
instances growth, less commercial activity
than Regional Choice markets and higher
rates of homeownership than Regional
Choice Markets.

“The city needs
market-rate 
housing in order
to attract more
residents to the
City, to increase
property tax 
revenue and
become less
dependent on 
the wage tax.”  
Paul Levy, 
Executive Director,
Center City District
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• Steady — characterized by some housing
sizes and styles comparable to post World
War II middle class suburban communi-
ties, predominantly owner occupied, rela-
tively high and stable housing prices,
homes that are in good physical condition
and low vacancy rates.

• Transitional — characterized by relatively
high and steady housing prices, a lack of
robust price appreciation, population
shifts (both gains and losses), a dispropor-
tionate share of the City’s retirement age
population, physical signs of wear, appar-
ent dangerous properties and elevated
vacancy levels.

• Distressed — characterized by lower than
average housing values, observable signs
of physical decay, some of the City’s oldest
housing, elevated vacancies, predominant-
ly owner occupied, higher than average
level of publicly assisted housing, some 
of the most substantial population losses
in the City between 1990 and 2000 
and house nearly 3-in-10 of the City’s
youngest population.

• Reclamation — characterized by 
substantial population loss (some as high
as 30% during the 1990s), low property 
values, unmistakable signs of physical
deterioration, elevated vacancy rates
(22%), decades of hyper-abandonment
and swelling inventories of dangerous
buildings. 

Housing Development Strategies:

• Market Rate Housing — facilitating 
economic growth by encouraging market
rate investment;

• Preservation — preserving existing 
housing stock by directing resources to
strong blocks and neighborhoods that
show signs of decline;

• New Urban Communities — rebuilding
inner-city areas at scale from the ground
up; and

• Low-Income Rental — promoting equity 
by providing affordable housing to low-
income, elderly and special needs citizens.

Decrease the cost of housing
development in the City.
While the creation of NTI represents a 
significant step for the City, housing profes-
sionals cite numerous reasons why building
a new house or rehabbing an old one in
Philadelphia is cost prohibitive or at least
not competitive with suburban county
development costs. If Philadelphia is going

“Developers are interested in the City, but given
outdated zoning, unnecessarily complex regulations

and local labor costs the walls are too high.” 
Paul Levy, Executive Director, Center City District

“NTI — correct and long overdue.”  
Eric D. Lintner, CEO, Dale Corporation & President, 

Building Industry Association (BIA) of Philadelphia

Budget Comparison for Building a Typical
$120,000 New Home

Trade Suburban County, PA Philadelphia, PA
Constructed 1998 2001 Estimated

Drafting $50 $50
Permits $1,058 $1,509
Engineering $445 $698
Excavation $920 $2,125
Concrete $7,139 $17,500
Steel $650 $650
Lumber $9,335 $10,264
Trusses $2,756 $2,415
Framing $5,665 $15,000
Stairs $192 $374
Windows $2,330 $2,223
Exterior Doors $655 $868
Ext. Millwork $708 $740
Roofing $2,137 $2,800
Siding $4,573 $5,300
HVAC $3,420 $5,230
Plumbing $5,750 $8,992
Electric $2,174 $5,000
Ext. Masonry $930 $1,755
Fireplace $235 $322
Insulation $1,400 $1,800
Sheetrock $4,735 $8,300
Interior Trim $2,319 $2,054
Finish Carpentry $1,686 $2,400
Paint $2,025 $3,000
Tile $1,565 $2,100
Flooring $1,839 $4,443
Bath Assess. $451 $315
Garage Doors $560 $560
Driveways $939 $950
Kit. & Bath $2,336 $2,692
Appliances $820 $724
Grading $1,940 $2,000
Cleaning $220 $350

Total $73,957 $115,503
Square Foot Size 2090 2090
Cost/sq. foot $35.39 $55.26
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to attract new developers — and if we want
to “stop the sprawl” — we’ve got to contain
these costs.

Labor Costs — Building trade unions have
played an important role in creating, pro-
moting and maintaining high quality con-
struction and work force standards. They,
like all workers, also want to earn the best
wages and benefits available. The problem
in the region, however, is that union wage
rates in the City create a competitive dis-
advantage when compared to union rates
in the suburbs. This is particularly true for
the production of new middle class housing
units. Lower income units are able to use
public subsidy to make up for the premium
in labor and bureaucratic costs and the
highest income housing sells or rents at a
price that is able to incur the higher cost.
It is the middle-income units — $120,000
to $300,000 range — where high produc-
tion costs cut the profit margin to a point
where it is difficult to generate adequate
housing supply.

Consider a typical new home with a sale
price of $120,000. That house would have
cost almost $74,000 to build in the sub-
urbs in 1998; in Philadelphia, that same
home would have cost over $100,000 to
build. While much of this difference is
largely attributable to wage rates (as seen
in the chart on the previous page) most
builders and developers agree that labor
costs are only one of the barriers to devel-
opment in the City.

In order to solve this problem a coopera-
tive agreement between builders and trade
unions must be forged that will allow for
competitive rates. This can be done, in
part, through the re-negotiation of work
rules that will increase productivity and
cost efficiency. In the long run, a vibrant
and productive residential building environ-
ment in Philadelphia will serve the inter-
ests of workers and builders alike.

Land with Clear Title — Developers seek
land with clear title — land that is easier to
come by in the suburbs than in Philadelphia.
Additional issues related to the cost of the
environmental remediation (and associated
liability issues) which more frequently
accompany Philadelphia parcels, further
deter developers from building in the City. 

NTI, through the demolition of dangerous
and strategically located vacant structures,
the development of the Land Bank, and 
the streamlining of the title process should
help to remove this barrier to development.

Zoning Regulations and Building Codes
— The City enforces antiquated zoning 
regulations and building codes. Zoning 
regulations need to be easily understood
and to reflect uses compatible with the
City’s needs. Building codes need to reflect
current building practices to make homes
safe and cost-competitive with suburban
development.

Governmental Processes — The City 
has over 13 agencies and a powerful City
Council involved in the permitting and
approval process. Developers simply are
not interested in taking on the financial
risk of dealing with this cumbersome, 
time-consuming and very political process
— a process that only becomes more 
burdensome if public money is involved.
This is not to say that the acquisition and
permitting process in the suburbs is devoid
of politics. To the contrary, it is that the
process in suburban communities is reput-
ed to work with greater transparency and
the security of the investment of time and
money is greater.

Increase demand for market-rate
housing in the City by restoring
faith in the basics.
If we build it, will they come? 

If Philadelphia successfully contains the cost
of housing development in the City, it sets
the stage for a resurgence of development
activity for market rate housing. But at the
same time, the demand for market rate
homes in the City must also rise. Housing
professionals from around the region 
suggest that for the level of demand to rise,
the City of Philadelphia must wrestle with
fundamental issues impacting people’s lives:
the quality and cost of (1) public education;
(2) public safety; and (3) public services.
Right now, even the most ardent urban
booster would have to concede that all 
three are more expensive and of a poorer
quality in the City of Philadelphia than in
most suburban areas. Those with the 
economic power to choose another location
often do — as is documented in the City’s
declining population. 

To grow the supply of market rate housing
in Philadelphia and attract renters and 
buyers who are interested in being or
becoming City residents, the City must
change the value proposition so that locat-
ing in the City becomes a rational choice.
The Philadelphia City Planning Commission, 
in its recent report New Century Neighbor-

“Getting to 
demand is 
the only way 
of getting to 
the problem.”  
Joe Duckworth, President, 
Arcadia Land Company

“There’s no 
hotter real 
estate market 
in the region 
right now than 
in downtown
Philadelphia.” 
Chip Roach 
President, Prudential, 
Fox and Roach

“We sold Spring
Lane Meadows 
(a single family
development in
Roxborough) out
in 4 sections —
selling nearly 
all 20 lots in 
each section 
in 1 day.”
John Westrum
President, 
Westrum Development
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hoods states, “To improve consumer and
investor attitudes about the City, continual
progress is necessary across a range of
important factors, including employment 
and business opportunity, public safety, race
relations, public schools, taxes, and the cost
of living. But to actually deliver residential
‘product’ that serves a broader range of
housing niches, it is also necessary to back
up job, service, social and fiscal progress
with improvements to the design and 
maintenance of the City’s private housing
stock, its semi-private streetscapes and
blocks, and its larger pattern of streets and
neighborhood amenities.”

Increase Affordable
Housing in the
Suburbs
For sure, this is the more difficult conversa-
tion. Dispersed “affordable” housing is not a
popular issue in all circles and the barriers
in place in our suburban communities are
significant; more significant than in the City.

Our research and interviews suggest that in
order to be serious about making housing
— for a variety of income levels — available
in communities with good schools and in
close proximity to employment centers, the
region needs to pursue two possible courses
of action: 1) implement a state mandate 
or 2) replicate one (or more) of the many
affordable housing practices underway in
metro areas around the country. 

Implement a State Mandate.
Many housing professionals in the region
believe that the only way Pennsylvania will
see affordable housing development outside
of the urban core is through a state man-
date requiring “mixed-income” develop-
ments. Such a mandate would require that
the sale price of a certain percentage of
units in any new housing development be
subsidized in order to afford households 
of a variety of income levels the ability to
purchase in a particular neighborhood.
Mandates are in place in other states
including Maryland, New Jersey and
California and can offset the control that
municipalities in this region retain over
housing development. 

Municipalities in this region control develop-
ment and growth through zoning regulations
that tend to reduce, not increase density.18

This low density zoning forces the develop-
ment of high-end housing and either stops
the development of new moderately priced
housing altogether or moves it to the outer
edges of the region where land is less
expensive.

Two important factors — NIMBYism and a
reliance on property taxes to provide public
services, particularly public education —
actually force municipalities to control 
“how” their jurisdiction grows and they do 
it through zoning.

NIMBYism: No one wants to live near any
type of housing that might bring down prop-
erty values. In some communities, this may
mean a fear of subsidized housing; in other,
higher-end communities, this may mean a
fear of moderately priced new construction
or apartments. This fear is compounded 
by this region’s use of the word “affordable.”
We use the word interchangeably: to
describe if a neighborhood is generally
“affordable” and also to describe low-income
or public housing. While an affordable
neighborhood may be one in which homes
sell for less than $150,000, “affordable
housing” would be a house that sells or
rents for far less than the market might

“The only way
this region is
going to see

affordable hous-
ing development

in high-income
neighborhoods is
if the state man-
dates it as they

did in New Jersey
and Maryland.”  

Jeff Orleans, CEO,
Orleans Builders

“The single greatest non-financial obstacle to affordable
housing development is local attitudes. Many of 
the county’s residents do not accept that housing 
opportunities must be made available to families of 
all income levels in their community. Residents under-
stand the need for affordable housing, but don’t want 
it located near them. Better known as NIMBYism, 
residents fear declining property values as a result 
of neighboring affordable housing developments.”
Chester County Landscapes: Managing Change in Chester County, 1996

18 In June of 2000, Pennsylvania’s Municipalities Planning
Code (“MPC”) was amended in ways assumed to remove
incentives to sprawl development patterns.  (See Denworth,
2001 for a thorough description of the MPC.)  The changes
allow municipalities to plan across boundaries using inter-
governmental cooperative agreements.  Some of the most
important changes include: (1) municipalities can designate
growth areas; (2) land uses can be distributed across the
total multi-municipal area rather than being required to be
permitted in each municipality; (3) priority for state fund-
ing; (4) required consideration of the plan by state agencies
when making decisions about funding and permits; (5) legal
protection from curative amendments under certain circum-
stances; (6) special tools such as TDRs, tax base and rev-
enue sharing.  
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bear. Unfortunately, politicians, housing 
professionals, government leaders and resi-
dents themselves use the term “affordable
housing” to describe both types of housing
and, in doing so, make it more difficult for
developers to build the $150,000 home.

While this reaction is not unique to this
region, others have found ways to limit the
impact of this fear on choice. In this region,
municipalities please their constituents by
zoning for large single-family homes on large
lots — it keeps “those” people out, keeps
their tax base high and reduces demand on
municipal services. Developers reportedly
don’t care whether they build high-end or
affordable housing, as long as they make
money at it — but they can’t make money
building affordable homes without high-
density zoning. Counties, regardless of 
how much they plan for affordable and 
moderately-priced housing, cannot force
municipalities to change their zoning codes
and cannot ensure a range of housing
opportunities in their communities.

Reliance on the Property Tax: The driver
is this — municipalities want to make sure
they only bring in new activity that’s better
(more expensive) than that which existed
before in order to raise property values. This
means they want higher income households
and fewer families, which forces them to
zone only for high-end housing. High priced
homes on large lots mean a higher property
tax base and fewer families with few service
demands.

Schools: Municipalities that have good
school districts want to keep them that way.
To do that, municipalities need to keep their
property tax base high and demand for
schools at a manageable level. By keeping
as much low-density zoning in their munici-
pality as possible, they open their door to
just a few high-income families — making it
difficult for a modest income household to
buy a home in one of the region’s better
school districts. 

These central barriers of NIMBYism and the
value of property taxes in this region are
compounded by another, often-cited barrier
to affordable housing development in the
suburbs — the increasing cost of land. While
state mandates, as described below, do not
change the price a developer must pay for 
a piece of land, they allow a developer to
make the necessary profit through increased
density.

Mandates in other states generally employ
two types of techniques or regulatory tools
to encourage the development of affordable
housing development: Inclusionary Zoning
and Density Bonuses.

Inclusionary Zoning describes a mix of reg-
ulatory tools that mandate the construction
of affordable housing units as a provision for
permitting a proposed development. Most
ordinances offer developers incentives as
well, such as density bonuses, subsidies,
relaxed development standards, and
reduced impact fees.

“We can only 
do what a 
municipality 
will let us do.”  
Andrew Terhune, 
Senior Project Manager,
Toll Brothers

“We need a 
federal case.  
If zoning is so
restrictive that 
it becomes 
discriminatory,
there needs to be
a mandate.” 
Housing Market 
Roundtable Participant, 
June 2001
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“Municipalities
could encourage
affordable hous-

ing by offering
density bonuses
to developers —

allowing a
developer to

build more
houses in the

same space 
if they make
10% of them
affordable.”

Jeff Orleans, CEO,
Orleans Builders

Under most inclusionary zoning ordinances,
developers seeking approval to develop 
market-rate units must include a certain 
percentage of affordable units within the
proposed development. One of the country’s
best known and longest running inclusion-
ary zoning programs is Montgomery County,
Maryland’s Moderately Priced Dwelling Unit
Program (MPDU). Established in 1974, the
MPDU sets the following requirements.

• Between 12.5% and 15% of the total
number of units in developments of 50 
or more units must be moderately priced.
MPDUs must be for sale, unless construct-
ed as part of a market-rate rental project.

• To ease the financial burden of MPDU 
production on developers, the ordinance
allows a density bonus of up to 22%, 
and permits the construction of attached
houses where they might not otherwise 
be permitted. The density bonus usually
allows the developer to construct one 
market rate unit for each MPDU con-
structed. The law also requires that
builders be compensated, through sales
prices, for expenses needed to ensure
architectural compatibility of MPDUs 
with market rate units.

• The ordinance places resale and rent
restrictions on MPDUs for a period of ten
years after their construction. When an
owner first sells after the restrictions
expire, the excess profit from the sale is
split between the owner and the county.
Those funds are used to finance other
affordable housing projects.

• In order to purchase an MPDU, a house-
hold must have an income at or below
65% of the county median, as adjusted
for family size. Those who either live or
work in Montgomery County are given 
priority for purchasing MPDUs.

Density Bonuses allow developers to build
more units than local laws would normally
allow in exchange for constructing afford-
able units. The increased density allows for
developer profit. A density bonus will often
contain restrictions on the income levels of
purchasers or renters of affordable units, as
well as requirements that the units remain
affordable for a designated period of time,
often 15-30 years. 
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Several governments employ density 
bonuses as part of their affordable housing
strategies. Often, as in the case of
Montgomery County, Maryland, they are
part of an inclusionary zoning law. Other
times, the bonus is a voluntary program, 
as in California, that exists on a supra-
municipal level. The State of California
requires, under the State Density Bonus
Law, that all municipalities implement a 
density bonus ordinance. While it allows 
leeway to localities in the provision of the
density bonus, it establishes the following
guidelines for local ordinances:

If a developer sets aside at least 20% of a
development for lower income households
(50-60% of area median income), 10% for
very-low income households (less than 50%
of area median income), or is building senior
citizen housing, the developer will be grant-
ed a bonus of 25% over existing permitted
density. The law also requires that afford-
able units developed under the program
remain affordable (maximum rents of 30%
for 50 or 60% of area median income) for a
period of thirty years if mandated by a
financial subsidy program, or if coupled with
another incentive and at least ten years if
only the density bonus applies. Deed restric-
tions are employed to maintain affordability. 

Replicate one of the affordable
housing tools in place in metro
areas around the country.
Regions around the country have imple-
mented a wide range of policies, programs
and techniques to increase and incorporate
affordable housing development in their
areas. (A detailed description and resource
guide for each “Best Practice” reviewed for
this report can be found on the web at
http://www.trfund.com.)

While any number of these tools might work
in this region, one tool in particular was
most interesting to the individuals inter-
viewed for this report: Employer Assisted
Housing. 

Employer-Assisted Housing (EAH)
describes a wide range of housing programs
implemented by employers to assist employ-
ees with housing costs. The vast majority of
EAH programs facilitate homeownership,
though some employers have built rental
housing for their employees. 

Most EAH programs offer grants or subsi-
dized loans to employees to assist them with
such expenses associated with home buying,
such as down payments and closing costs.
Others guarantee home loans for employ-
ees, offer housing savings plans, and provide
housing counseling. While many of these
programs are privately run, some cities 
offer EAH programs to their employees
and/or offer assistance to companies that
do. Some states, including Connecticut, 
New Jersey, Mississippi, and Maryland, 
have EAH support programs as well, most 
of which offer grants to employers. Fannie 
Mae also provides support for EAH through
its Community Home Buyers program. 

“Private industry is not integrated into the 
system of delivering affordable housing. 
Employer-assisted housing efforts (such as those
used by the University of Pennsylvania whereby 
a combination of financial incentives and 
non-monetary assistance encourages employee 
purchases of local homes) represent an opportunity
for additional affordable housing development. 
Such efforts strengthen communities while 
also ensuring a supply of labor for employers.” 
Montgomery County Consolidated Plan, 2000

“Local governments in Chester County develop 
their own zoning ordinances. As a result, local 
governments control the types and amount of
housing that they will allow in their borders.
Zoning laws which limit opportunities for low 
and moderate-income individuals include:
• Those that limit the density of new 

construction result in higher housing costs.
• Those that limit the number of rental units 

or limit the conversion of for purchase 
housing into rental housing.

• Those that limit the number of 
group homes or boarding homes.”
Chester County Landscapes
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EAH efforts around the country range from
public/private partnerships to citywide pro-
grams to state-sponsored EAH assistance
programs. 

The University of Pennsylvania is the only
employer to operate an EAH program in the
5-county region and is cited widely as a
model EAH provider. Additionally, just over
the river, the State of New Jersey offers a
state sponsored employer program. Both
offer this region and Pennsylvania some 
concepts for replication. 

The University of Pennsylvania offers 
three programs: a Home Improvement Loan
Program, a Guaranteed Mortgage Program,
and an Enhanced Mortgage Program, all of
which are available to any Penn employee
who chooses to reside within a designated
area of West Philadelphia. Penn’s Office 
of Community Housing administers all 
programs. The programs are designed to
serve a dual purpose of facilitating homeown-
ership for Penn employees as well as revitaliz-
ing and stabilizing West Philadelphia neigh-
borhoods. 

The Home Improvement Loan Program offers
employees who reside within the University
City Home Improvement Loan Program
Target Area matching loans of up to $7,500
for home improvement costs. Loans match
owner expenditures on a 1:1 basis, though
the loan must be used for exterior improve-
ments. To be eligible, a property must be an
employee’s principal residence and remain so
for at least five years following the loan. The
matching loan is interest free and is forgiv-

able at 20% per year over five years, as long
as the grantee maintains the property as
their principal residence. 

The Guaranteed Mortgage Program offers
employees purchasing a home in a designat-
ed area of West Philadelphia loans of 105%
of the purchase price, to cover closing costs.
If a property is in need of renovation, the
loan can be extended to 120% of purchase
price. The loans are offered in cooperation
with Berean Federal Savings Bank, Mellon
Bank, and GMAC. The University fully 
guarantees the loans against default. 
The program was begun in the 1960s 
and expanded in 1990 when the University
agreed to expand its service area and carry
up to $30 million in liability.

To be eligible, the property must be 
purchased for less than $252,000, must 
be a one or two-family structure, and must
be the purchaser’s principal residence.
Approved applicants must undergo pre-
settlement counseling with one of the Office
of Community Housing’s two full-time coun-
selors. The office maintains relationships
with homeowners following purchase. The
unpaid principal on the mortgage becomes
due if an employee leaves the University,
sells the home, or ceases to use the 
property as a principal residence.

The Enhanced Mortgage Program is 
identical to the Guaranteed Mortgage
Program but the University gives a cash
grant to purchasers. The grant is paid, at the
employee’s option, in either a $15,000 lump
sum or at $3,000 per year over seven years. 
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The mortgage programs have been a huge
success, especially the Enhanced Mortgage
Program. Due to its success, the program, 
initially designed to serve 150 buyers, was
enlarged to serve 300. 180 Penn employees,
from custodial staff to professors to adminis-
trators, have participated in the program. 

New Jersey’s Homeownership for
Performing Employees (HOPE) Program
offers home purchase financing to employ-
ees of companies willing to guarantee a 
percentage of the mortgages offered under
the program. Approved employers must
guarantee 20% of loans made to employees
for the first five years of the loan, unless 
the employee leaves the company before
that point, in which case the employer 
must guarantee the loan for two years after 
termination. Employers of any size are 
eligible for participation, though all must
submit an employer plan to participate. 
All loan recipients must meet statewide 
eligibility guidelines, but employers can 
add guidelines with state approval. 

New Jersey’s Housing and Mortgage
Finance Agency (HMFA) operates the pro-
gram and establishes separate regulations
for “statewide” areas and areas “targeted”
for redevelopment, which limit eligible
incomes of buyers and home purchase
prices. Loans are issued under the terms 
of the HMFA’s home mortgage program.
Employees receive financing of up to 100%
of the property’s appraised value. The
employer guarantee allows employees to
obtain no down payment loans. Closing
costs can be amortized over the life of the
mortgage, as long as the loan amount does
not exceed the appraised value of the home.
Existing single-family homes (1-4 dwelling
units) and newly constructed, single-unit
homes are eligible for funding statewide,
and newly constructed, two-family homes
are eligible for funding in target areas.
Employees must maintain residency for the
life of the loan.

Other techniques which could either be 
a part of a state mandate, or could be
implemented separately, include: Transfer 
of Development Rights, Housing Trust
Funds, Accessory Dwelling Units, Regulatory
Restriction Reductions, Property Tax
Waivers and Location Efficient Mortgages.

Transfer of Development Rights
Programs (TDRs) funnel development from
one site to another to preserve a resource,
such as affordable housing. In a TDR 
program the potential, unused allowable 
air rights (or floor space) from a protected
site are transferred or sold to another devel-

opment that wishes to exceed otherwise
permitted density. TDRs encourage 
the preservation of a resource by adding
economic incentives to owners to preserve
current uses. In short, the sending site
receives some of the economic benefits that
could be attained by fully developing the
property. The receiving site gains increased
development potential and consequently,
increased profit potential. Receiving sites 
for the majority of extant affordable housing
TDR programs are almost always downtown
commercial/office projects.

Housing Trust Funds are an ongoing 
revenue source dedicated to the support 
of affordable housing efforts. Existing funds
vary widely in their size, scope, funding
sources, and activities supported. Most
often, allocations take the form of grants
and loans to developers, community-based
organizations, service providers and other
public and quasi-public agencies that apply
to the Trusts for funding. At present, there
are nearly 150 trust funds operating around
the country ranging in size from small, local
funds to state-sponsored funds.

“Within 
municipalities 
that contain 
significant
amounts of 
developable land,
there is a lack 
of sufficient land 
zoned for medium
and high-density
residential use.”  
Delaware County
Consolidated Plan, 2000
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In Pennsylvania, the 1992 Optional County
Affordable Housing Funds Act allows coun-
ties in Pennsylvania to fund affordable 
housing by increasing mortgage and deed
recording fees. Moneys from these increases
are required to be deposited in county 
general funds and used only for housing 
programs targeted to those who make less
than the county median income. Most
Pennsylvania counties, including Bucks,
Chester, Delaware, and Montgomery have
implemented such trust funds. (Philadelphia
County was excluded from this Act.) As in
other regions, these funds could be further
leveraged with dedicated property taxes,
general fund allocations, real estate sale
escrow deposit earnings and abandoned
(unclaimed) property and funds that have
ceded to the state.

Accessory Dwelling Units (ADUs) are 
separate, subordinate living units attached
or detached from a primary residential unit,
usually a single-family home, on the same
lot, with separate kitchens, bathrooms, and
living areas. Encouraging ADUs through an
ADU Program offers governments a unique,
easy way to add to the affordable housing
stock. Governments wishing to encourage
ADUs can develop programs that begin with
zoning permitting their construction and
range from advocacy to technical assistance
to direct subsidies for ADU construction.

Regulatory Restriction Reductions can be
offered by governments to eliminate cost
barriers that can inhibit affordable housing
development in a variety of ways including
development/impact fee reductions and
waivers, expedition of permit approval and
reduction of permit fees, reduction of off-
site improvement requirements, and ease-
ment of specified development standards.

Property Tax Waivers and Tax Increment
Financing (TIF) can lower costs of low-
income housing development. Governments
generally designate a zone where redevelop-
ment projects are eligible for a TIF, though
many allocate TIFs to individual projects.
Once an area/project is designated for a TIF,
any increases in property taxes resulting
from new development are removed from
the government’s general revenue stream.
Affordable housing TIF funds are often used
to pay loans/bonds used to finance projects,
provide for maintenance or operational 
subsidies, or fund housing trusts.

Location Efficient Mortgages (LEMs) take
advantage of the savings inherent in living 
in a neighborhood with public transit access
and local services. LEM programs translate
those savings into capital that can be used
by participants to qualify for a mortgage
and purchase a home. Currently, Fannie
Mae is purchasing LEMS in San Francisco,
Los Angeles, Chicago and Seattle.

“Townships and
boroughs are

granted nearly
autonomous 

control to plan
for and regulate

their own 
jurisdictional
development

through zoning,
subdivision, 

and land 
development
ordinances.

Counties, 
which typically
possess more
macroscopic 
policy views 
than those

empowered
municipalities 
are limited to

advisory roles.”  
Delaware County

Consolidated Plan, 2000
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Consider planning for
(and funding) housing
on a regional level. 
Housing planning in this region takes 
place at numerous, uncoordinated, levels.
Counties and municipalities (and their vari-
ous agencies) in the region develop three
types of “housing plans” for their jurisdic-
tions: Consolidated Plans, Comprehensive
Plans and Public Housing Authority Plans. 

All counties and municipalities in the 
region that are entitled to receive federal
housing funds from HUD must develop a
Consolidated Plan that establishes a vision
for their community’s housing and economic
development activities. We have 13 entitle-
ments in this 5-county region; each has its
own plan developed by the community’s 

Housing Department. (The Commonwealth
of Pennsylvania also creates a Consolidated
Plan in order to receive federal housing 
dollars. The plan, however, does not focus
on housing in Southeastern Pennsylvania
because of the way in which HUD distributes
funds.) 

Public Housing Authority Plans, also
required by HUD, describe the mission of
the housing authority and provide details
about the authority’s strategy for addressing
the needs of the community in the upcoming
year. We have 6 authorities in the 5-county
region; each has its own plan developed by
its individual Public Housing Authority.

Many counties and municipalities in the
region also develop Comprehensive Plans,
which serve as Strategic Plans for their area.
The plans deal with issues such as economic
development, land-use planning, education
and recreation. These plans are generally
prepared by the county’s Planning Commis-
sioner and often include strategies related
to housing. We have 5 counties and 238
municipalities in this region; each may have
its own plan.
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Each of these plans addresses housing
issues at a local, county or housing authori-
ty level. None address affordable housing
on a regional, let alone inter-municipal 
level. While regional planning does come
from the Delaware Valley Regional Planning
Commission (DVRPC), it generally reports
on all relevant development and economic
trends in the region with an emphasis on
transportation, not housing. As a result,
affordable housing in Southeastern
Pennsylvania is guided by: 13 Consolidated
Plans, 6 Public Housing Authority Plans, 
5 County Comprehensive Plans and up to

238 Municipal Comprehensive Plans.
The sheer number of plans — plans that 
are not necessarily created in concert with
the others — leads to multiple priorities,
redundant efforts and, more importantly,
fragmented funding sources for affordable
housing development. Many levels of gov-
ernment provide affordable housing funding
in the region — and we disperse the funding
through even more programs that we’ve 
created through our multiple plans. We 
fragment the funding sources, requiring
developers to seek multiple funding sources
for a single affordable housing development
deal. It’s complicated, takes too much time
and developers simply aren’t interested.

Again, regions around the country have
implemented a variety of planning efforts 
to combat just this type of fragmentation.
Some have created a Regional Housing
Strategy for their region, some have formed
a multi-municipal housing alliance and 
others have implemented a comprehensive
statewide housing policy. 

Our region could follow the lead of
Portland, Oregon and create a Regional
Affordable Housing Strategy. The
Portland region recognizes that “the livabili-
ty of our region is directly affected by the
availability of a sufficient amount of housing
affordable to all residents.” And that “the
Portland metropolitan region functions as
one housing market. People may live in one
part, work in another and shop in yet
another part of the region.”19

Another option may be a multi-municipal
affordable housing alliance such as ARCH
— A Regional Coalition for Housing — a
non-profit coalition of fourteen municipali-
ties in eastern King County, Washington. 

The mission statement for ARCH is to 
preserve and increase the supply of housing
for low and moderate income families on
the Eastside through:

• Coordinating public resources in a way
that will attract greater private and 
not-for-profit investment into affordable
housing.

• Pooling technical resources between 
jurisdictions to assist in development and
implementation of housing policies and
programs.

“Poor coordination of resources
among the various levels of 

government reduces the 
availability of quality housing 

for low-income residents.
Partnerships between state 

and local governments, 
nonprofit and other housing 

organizations and the financial 
community are needed to 

generate increased resources 
and reduce duplicative efforts.”  

Commonwealth of PA 
Consolidated Plan, 2000

19 “Regional Affordable Strategy Plan: Discussion Draft.”
Portland Metro Regional Government. May 4, 2000.
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• Providing expert assistance to local 
organizations interested in becoming
active in affordable housing provision.

• Providing on-going community involve-
ment, information and leadership directed
towards housing needs.

ARCH sets high and low annual housing
assistance goals for each municipality, based
on each municipality’s population, projected
housing growth, and projected increases in
housing demand as a result of projected job
growth. Local councils must vote annually to
contribute to ARCH from their discretionary
funds, which may include CDBG funds, 
general funds, property-tax and impact fee
waivers and reductions for ARCH sponsored
projects, and donation of public land for
such projects. ARCH then signs a contract
with each municipality. 

Funding allocations for the year 2000 range
from $2,000 from the Town of Yarrow Point
to $903,450 for the City of Bellevue. ARCH
regularly distributes “parity sheets” describ-
ing each municipality’s funding goals and
actual allocations, and the location of all 

ARCH spending. This was designed to allevi-
ate concerns among member cities that
some municipalities were “carrying the load”
for others and places peer pressure on each
member to make its funding commitment.

A non-profit coalition of 14 municipalities 
in eastern King County, WA, ARCH demon-
strates what suburban communities can
accomplish when working regionally. ARCH
uses a number of strategies to facilitate the
production of affordable housing in this rela-
tively affluent region.

A third option might be a comprehensive
statewide housing policy that can provide
a structure to encourage or require counties
and municipalities to plan comprehensively
and regionally to meet their affordable 
housing needs. States with housing policies
tend to be at the forefront of regional
affordable housing planning. Statewide 
laws facilitate, and sometimes mandate,
regional approaches to affordable housing.
Pennsylvania does not currently have a
statewide housing strategy.

“The small 
number of 
developers has
historically 
used County
money as their
primary source
of public funding
along with 
some HUD 202 
and 811 funds. 
In general, 
other state 
and federal
sources have
gone untapped.
Unfamiliarity
and the 
complexity of 
the programs 
have hindered
their use.”  
Montgomery County 
Consolidated Plan, 2000

“Pennsylvania 
is a very 
conservative
state where
housing is 
concerned.
Most believe
that the majority
of people are
well housed. 
As a result, 
it’s just not 
a priority.”  
Karen Miller,
former Mayor of 
Reading and federal 
housing official
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Interviewees suggested that a state housing
policy in Pennsylvania might give county
plans more teeth by requiring municipalities
to follow the development plans laid out by
counties and implement zoning regulations
that allow for the development laid out in
the county plan. Counties could also require
that any federal and state funds conform to
the priorities of their plans.

States vary in their approaches and 
mandates, ranging from laws that address
all residential development, as in New
Jersey, to those that only address subsi-
dized housing, as in Massachusetts. In some
cases, statewide housing policies establish
funding sources for local and regional 
housing efforts that comply with state laws. 

The New Jersey Supreme Court, in a series
of rulings called the Mt. Laurel Decision,
found exclusionary zoning to be a discrimi-
natory practice. Mt. Laurel led to the 
creation of the State of New Jersey 1985
Fair Housing Act — an act that applies to
all housing development in the state. The
Act created an administrative oversight
body, the Council on Affordable Housing
(COAH), responsible for establishing 
housing regions, determining each region’s
affordable housing needs and setting 
criteria by which municipalities determine

their “fair share” of housing and their unmet
housing need. It must also evaluate and 
certify municipal “fair share housing plans”
or “housing elements” which describe how
municipalities will fulfill their present and
prospective affordable housing needs. 

Housing elements must describe what
actions a municipality will take to provide 
its fair share of low and moderate income
housing, including but not limited to: zoning
changes; permanent affordability strategies,
land donation, and use of federal, state and
local funds.

The Fair Housing Law allows a municipality
to meet up to 1/2 of its affordable housing
share through a Regional Contribution
Agreement (RCA). RCAs allow municipalities
to transfer 50% of their housing require-
ment to another municipality in exchange
for a cash contribution to the receiving
municipality. RCAs are negotiated between
municipalities, and require the approval of
county planning agencies and COAH. COAH
is responsible for setting guidelines for the
length of RCAs and the per-unit sending fee.
Sending communities are almost always
suburbs and host communities are center
cities. The RCA program has been criticized
for enabling exclusive suburbs to buy their
way out of their affordable housing require-
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ments, which furthers the racial and eco-
nomic segregation Mt. Laurel was designed
to ameliorate. Conversely, RCAs provide
much-needed funds to center cities and
increase their affordable housing supplies.

COAH also oversees the Balanced Housing
Trust Fund, which is designed to “assist
municipalities in meeting the obligation 
of developing communities to provide low
and moderate income housing.” Programs
receiving funding from this source are
required to insure that units are kept 
affordable for at least 20 years. 

The State of Massachusetts
Comprehensive Permit Law (Chapter 40B),
which applies only to subsidized housing, 
is commonly known as the Anti-Snob 
Zoning Act. Enacted in 1969, its purpose 
is “to increase the supply and improve the
regional distribution of low and moderate
income housing by allowing a limited 
suspension of existing local regulations,
which are inconsistent with construction 
of such housing.” The law allows public
agencies and non- and for-profit developers
of low- and moderate-income housing to
apply for a single comprehensive local 
permit to construct such units. 

Unlike most states, Massachusetts defines
“low- and moderate- income housing” as
“any housing subsidized by the federal or
state government under any program to
assist in the construction of low or moderate
income housing.” Thus, only subsidized pro-
jects are eligible for comprehensive permits.

The Anti-Snob Zoning Act also allows
builders to appeal a local zoning board’s
denial of a permit or attachment of exces-
sive or expensive conditions to permit. 
The appeal is made to the State Housing
Appeals Committee. The committee may
overturn a local board’s decision if any of
the following conditions are met:

• The number of low and moderate-income
units is less than 10% of the total housing
units in a municipality.

• Low and moderate income housing takes 
up less than 1.5% of the municipality’s 
land zoned residential, industrial, and 
commercial.

• The project being appealed is situated on
less than 0.3% of the municipality’s total
land area, or ten acres, whichever is smaller. 

The Massachusetts law is entirely depen-
dent on builder initiative to increase the
supply of affordable housing and does not
guarantee that such housing will be built in
all communities. Since its enaction, however,
it is estimated that the law facilitated the
development of 20,000 – 25,000 afford-
able units statewide. Additionally, the law
has encouraged municipalities to acknowl-
edge the local need for affordable housing.
As the state guidelines for local review of
comprehensive permits states if towns
acknowledge and plan for their affordable
housing needs, the Anti-Snob act “will not
be a weapon to be used against them, but
rather a tool they can use to shape creative
housing development of the highest quality.”
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CHOOSING 
OUR FUTURE: 
A REGIONAL AGENDA
The dynamics of this real estate market and
the manner in which public investment in
affordable housing takes place in the region
create an environment that works against the
regionalization of affordable housing and new
housing development in Philadelphia. Given
the current political climate around sprawl
and development, the concern over our loss
of green space and the movement of our
moderately priced homes to the region’s
outer-edge and New Jersey, the region may,
however, have an opportunity to change. In
the end, we might begin to ensure housing

opportunities for all income levels in a variety
of neighborhoods in our region and potential-
ly put a stop to our current course of subur-
ban growth and city disinvestment. 

We can choose to pursue an agenda which
stimulates and guides real estate develop-
ment in the region in order to increase 
market rate development in the City of
Philadelphia, to increase affordable housing
opportunities in the suburbs and to plan 
for development on a regional level. Key 
elements of this agenda include:
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Increase market rate 
development in Philadelphia.
• Create a citywide vision for development

in Philadelphia, which is market-oriented,
data driven, relies on principles of cost-
efficiency, quality standards, citizen partici-
pation and governmental reform and con-
siders all neighborhoods. Any plan must
transcend the City’s councilmanic districts
and must allow the technical components
to precede politics.

• Decrease the cost of housing development
in the City by addressing core production
costs and regulatory barriers — most
importantly the issue of labor, zoning
codes and building codes.

• Change the value proposition so that the
basics in Philadelphia — public education,
public safety and public services — 
compete with the suburbs and justify 
the City as a location of choice.

Increase affordable housing
development in the suburbs.
• Pursue mixed-income development in the

suburbs in one of two ways — through the
courts or a legislative mandate.

• Identify how other regions are able to
increase affordable housing, particularly
through Employer Assisted Housing, and
replicate in the Philadelphia region.

• Advocate for policies that address: (a) the
problematic aspects of current investment
trends relating to school finance, (b) prop-
erty tax reform and (c) municipal control
of development.

Plan for development 
on a regional level.

• Consider ways in which the region might
consider housing as a “regional issue”
through mechanisms such as a regional
housing strategy or statewide housing 
policy. Any strategy should also establish
priority development areas with the 
flexibility of Keystone Opportunity Zones
and should take into account economic 
development and transportation and 
prioritize infrastructure investments 
through intergovernmental cooperation.

“Someone needs to say to the trades in Philadelphia —
You are getting 100% of nothing (when it comes 
to residential development in the City).”  
Andrew Terhune, Senior Project Manager, Toll Brothers

“Business risk must become political risk.”  
John Westrum, President, Westrum Development

“It is essential that any new land use regiment 
ensure that affordable housing can be built in 
the suburbs both as a way for lower income 
households to access suburban economic 
opportunity and as a way of relieving the pressure 
on the cities of managing essentially all of the 
state’s affordable housing and poverty problems.” 

PALIHC Testimony before the PA Senate Joint Committee 
on Urban Revitalization
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The Metropolitan
Philadelphia Policy
Center (MPPC)
Through a combination 
of research projects and
advocacy, the Metropolitan
Philadelphia Policy Center
is developing a series of
bold initiatives to strength-
en the economic vitality of
this region and to ensure
that the Metropolitan

Philadelphia area offers the highest quality
of life for all who live here.  MPPC is helping
the region to build upon its strengths and
address persistent problems.

Led by an Advisory Board of key leaders
from throughout the region and a Research
Committee of distinguished scholars and
framers of public policy, MPPC initially is
focusing its efforts on three high impact
issues that offer important opportunities 
for transforming our region:  economic 
competitiveness, access to opportunity, 
and sound land use.

MPPC is a collaboration of the Pennsylvania
Economy League, 10,000 Friends of
Pennsylvania and The Reinvestment Fund.
MPPC was formed in May 2000 after 
nearly two years of extensive research 
and consultation from local and national
experts.

The Reinvestment Fund (TRF)
The Reinvestment Fund’s mission is to 
alleviate poverty by building assets, wealth
and opportunity for low- and moderate-
income communities and persons. TRF
accomplishes its mission through the 
strategic use of capital, information and
market/systems innovation. Founded in
1985, TRF serves as a regional community
development finance institution for eastern
Pennsylvania, southern New Jersey, and
northern Delaware. TRF currently manages
just under $120 million in assets from 
750 individual and institutional investors,
organized in three principal pools: a core
loan fund, a bank lending consortium, and 
a community development venture capital 
limited partnership. Since its inception TRF
has made over $250 million in loans and
investments. These investments have result-
ed in the development of 7,200 housing
units, 3.4 million square feet of retail 
space and community facilities, 19,600 
jobs created or preserved, and 5,500 new 
childcare slots. TRF is also the single largest
charter school lender in Pennsylvania, 
having assisted 20 schools in the region 
to date.
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