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What is a land bank? 

A land bank is a public authority created to efficiently hold, manage and develop tax-foreclosed property. 
(1) Land banks act as a legal and financial mechanism to transform vacant, abandoned and tax-foreclosed 
property back to productive use. Generally, land banks are funded by local governments' budgets or the 
management and disposition of tax-foreclosed property.(2) In addition, a land bank is a powerfullocational 
incentive, which encourages redevelopment in older communities that generally have little available land 
and neighborhoods that have been blighted by an out-migration of residents and businesses.(3) While a land 
bank provides short-term fiscal benefits, it can also act as a tool for planning long-term community 
development. Successful land bank programs revitalize blighted neighborhoods and direct reinvestment 
back into these neighborhoods to support their long-term community vision. 

Why have a land bank? 

Land is one of the most important factors in local economic development today and must be managed well 
to improve existing land use practices, enhance livability of communities, and support local community 
development.(4) In recent surveys, the Brookings Institute found that on average 15% of the land in major 
American cities is vacant.(S) Vacant and abandoned land does not produce sufficient property tax revenue 
for cities, which generally is their main revenue source. This lack of funds impedes a city's ability to sustain 
its operations, programs, and services. In addition, vacant and abandoned land discourages property 
ownership, depresses property values, attracts crime and creates health hazards. 

To understand why it is important to have a land bank, it is necessary to assess the costly impact of vacant 
and abandoned land in communities. When there are vacant and abandoned properties in communities, 
neighboring property owners and the municipalities incur significant costs. The U.S. Fire Administration 
reports that over 12,000 vacant structure fires are reported each year in the U.S., which results in $73 
million in property damage annually. (6) In addition, abandoned properties tend to attract crime. A 1993 
study of 59 abandoned properties in Austin, Texas, found that 34 percent were used for illegal activities 
and of the 41 percent that were unsecured, 83 percent were used for illegal activities.(7) This crime drains 
police department resources and leaves residents feeling unsafe in their own neighborhoods. 

When property owners neglect and abandon their properties, the local municipality must use its own 
resources to clean and maintain the properties as part of their nuisance abatement responsibilities to 
protect the public health, safety and welfare of its community. For example, from 1999 to 2004, St. Louis 
spent $15.5 million, which equates to nearly $100 per household, to demolish vacant buildings.(8) Detroit 
spends roughly $800,000 per year to clean vacant lots.(9) Abandoned and vacant properties drive down the 
surrounding property values, which lowers the property taxes that most municipalities rely on as a primary 
source of revenue. 

Property abandonment can destabilize a neighborhood by causing an out-migration of property owners, who 
are worried about losing value on their properties due to surrounding vacant and abandoned land. A Temple 
University study suggests that, all things being equal, the presence of an abandoned house on a block 
reduces the value of all the other property by an average of $6,720.(10) According to Emory University 
Professor Frank Alexander's research, "failure of cities to collect even 2 to 4 percent of property taxes 
because of delinquencies and abandonment translates into $3 billion to $6 billion in lost revenues to local 
governments and school districts annually."( 11 ) While it is difficult to quantify all of the costs associated 
with vacant and abandoned properties, it is clear that they place a tremendous cost burden on 
communities. 

Land Bank Benefits 

While abandoned and vacant properties depress property values, discourage property ownership, and 
attract criminal activities in the surrounding area, a land bank provides tools to quickly turn these tax
reverted properties back into usable parcels that reinvest in the community's long-term vision for its 
neighborhoods. Land bank programs act as an economic and community development tool to revitalize 
blighted neighborhoods and business districts. Land banks can benefit urban schools, improve tax revenues, 
expand housing opportunities, remove public nuisances, assist in crime prevention and promote economic 
development. ( 12) 












