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I. INTRODUCTION
On Friday, September 30, 2016, the Committee on Small Business, chaired by Council Member Robert Cornegy, jointly with the Subcommittee on Zoning and Franchises, chaired by Council Member Donovan Richards, will hold an oversight hearing titled Zoning and Incentives for Promoting Retail Diversity and Preserving Neighborhood Character.  Witnesses invited to testify include, representatives of the Department of City Planning (DCP), the Department of Small Business Services (SBS), the various Borough Presidents, numerous chambers of commerce and business groups, the real estate industry, and other interested parties.
II. BACKGROUND

Small businesses are the backbone of New York City’s economy and account for approximately two-thirds of the City’s private sector jobs.
 Of the approximately 215,000 businesses in New York City, nearly 90 percent have 20 or fewer employees and over 60 percent have five or fewer employees.
  The diversity of retail businesses contributes to the unique character and retail of New York City’s iconic neighborhoods.  However, many successful small businesses have been forced out of their long-time locations as a result of large rent increases and forced evictions.
  Reports indicate that landlords are evicting small businesses in hopes of attracting deep pocketed banks and chain stores.
  While they wait for tenants willing to pay the higher rents, landlords are holding retail properties vacant, sometimes for months and years, resulting in a phenomenon in gentrifying neighborhoods that Columbia University Professor Tim Wu described as “high rent blight.”
  Community leaders and small business owners complain that high rents and the replacement of small businesses with banks and chain stores is having a homogenizing effect across neighborhoods, eliminating the character that has long made New York unique, while also rendering the city inhospitable to entrepreneurs.
 
At the other end of the economic spectrum, many low-income neighborhoods are underserved by the retail sector and lack essential services.  Real estate analysts agree that many areas of the outer boroughs remain comparatively underserved, suffering from “limited retail, few restaurant options, and lack of other essential services needed within an expanding urban community.”
  The lack of retail diversity in such areas has potential economic and health impacts that go beyond neighborhood character.
  In examining the distribution of retail in New York City, social scientists Rachel Meltzer and Jenny Schuetz found that lower income neighborhoods continue to have comparatively poor access to quality retail with stores that are smaller in both size and employment and less diverse in variety than stores in higher income neighborhoods.
 Other researchers looking at a sample of cities across the nation and New York City have found that this shortfall in access to quality retail is particularly acute in predominantly Black communities.
 Meltzer and Schuetz surmise that an increased presence of chain retail may help both consumers and potential workers in low-income neighborhoods.
 
This hearing will explore various zoning and fiscal policy options that might address these problems.  This briefing paper discusses some commonly discussed policy options that witnesses may address.  The committees look forward to hearing testimony about the advantages and disadvantages of the policies described herein and other proposals brought to light by the witnesses who testify.
III. Zoning and Land Use Policies
A. Size and Frontage Limitations 
Municipalities across the country use zoning provisions that restrict the maximum size of retail spaces to preserve and enhance community character and to ensure an adequate supply of spaces for small businesses.
 Specific policies may involve limitations on ground floor retail frontage lengths, prohibitions on combining storefronts, and/or creation of absolute size limits on certain uses.
  It remains unclear whether or not caps on retail size have a significant effect on affordability and retail diversity or lead to an increase in the number of neighborhood-serving independently owned retail businesses.
  
Retail size caps are most often aimed at restricting the as-of-right development of “big box” stores, with maximum sizes set at a fairly high level of 40,000 to 100,000 sqf.  The most common land use basis for retail size restrictions is the preservation of community character, often in accordance with a comprehensive plan or other long-range planning policy. Municipalities with overall size caps include Madison, Wisconsin (100,000 sqf),
 Easthampton, MA (50,000 Easthampton Zoning Ordinance Section 6.10 B)
 and Ashland, Oregon (45,000 sqf) 
among many others.
Some municipalities have gone further than setting size caps aimed at preventing big-box stores. For example, in 2007 the Town of Fairfield, Connecticut established   “Neighborhood Designed Districts” where stores sizes are capped and uses are limited to a select list of businesses “who will primarily serve the local neighborhood.” In the Fairfield Neighborhood Designed Districts store sizes are capped at 4,000 sqf. and uses are restricted to retailers of antiques, art galleries, art studio, art supplies, books, clothing, driving schools, drugs, dry goods, flowers, fruits, furniture, garden and farm supplies, gifts, groceries, hardware, interior decorating, meats, periodicals, pets and related supplies, sandwiches, shoe repair, stationery, toilet articles; banks, business and professional offices, laundromats, bakeries, barber shops/beauty parlors, liquor stores, and restaurants. 
 
In the New York City, restrictions on the size of retail spaces, retail frontage, and combining storefronts all have precedent in the Zoning Resolution.
  The Special Tribeca Mixed Use District establishes limits on the maximum as-of-right retail square footage per zoning lot ranging from 5,000sqf to 20,000sqf depending on the particular block. The District also prohibits the combination of ground floor storefronts in certain parts of the neighborhood.  The rationale for establishing the district was to retain “adequate wage, job-producing, stable industries.”
 
Since 1974, New York City has capped the size of most retail spaces within manufacturing zones.
 To protect industrial uses from the perceived threat of large retailers, the City enacted zoning text amendments to require special permits for most types of retail over 10,000 sqf in M1 districts and further restrict retail uses in M2 and M3 districts to “those which benefit the [industrial] firms or their employees.” Part of the justification for the restrictions was that “Commercial users inflate potential land values, since they often can pay more than industry. If manufacturing land is to be protected in the long term the Zoning Resolution must clearly establish that certain areas should be set aside for manufacturing.”
 In 1996, the Giuliani administration proposed expansion of big-box retail as an economic development strategy and attempted to remove these restrictions.
 The application was defeated at the City Council.
 The retail restrictions in M zones remain in place to this day.
 
Also in 1974, the City imposed a 25 foot frontage limitation for retail establishments on East 86th St as part of the Special Yorkville District.  The frontage limitation was approved in response to the 1972 opening of a Gimbels department store.
 Until then, most of 86th Street was a stable retail corridor of small shops and family-style restaurants, many owned by and catering to residents of German, Hungarian and Czech descent. Intended to protect these small independent neighborhood shops from competition with large retailers, the frontage restriction on East 86th St was ultimately found to be ineffective in achieving this goal. Former Community Board 8 Chair Heidi White was quoted in the New York Times:

We could not keep the neighborhood merchants from going out of business and when they did they were replaced by fast-food places and discount jewelry and electronic stores. These are just the kinds of retail operations that function well in narrow, deep spaces and can pay really high rents. They met the 25-foot frontage requirement and depended on street traffic rather than repeat business from neighborhood residents.

In 1990, the City and Community Board 8 agreed to remove the restriction.

In 2012, New York City established frontage restrictions on the retail corridors of the Upper West Side to stop the proliferation of banks and large storefronts in a neighborhood that prizes its small independent retailers.
  According to the report of the City Planning Commission (CPC) on the zoning application, the goals of the Upper West Side’s “Special Enhanced Commercial Districts” are “to encourage diverse retail and service opportunities, preserve and enhance the multi-store character of Amsterdam and Columbus Avenues, promote a vibrant and active retail environment on Broadway, promote an active streetscape and attractive environment for pedestrians, and allow existing businesses’ flexibility to operate and expand considerably.”
  On most of Amsterdam Avenue between 77th and 110th Streets, Columbus Avenue between 72nd and 87th Streets, and Broadway between 72nd and 110th Streets, banks and residential lobbies are limited to 25 feet of ground floor frontage.  General ground floor commercial uses have a 40 foot frontage limit.  Lots over 50 feet wide must have two establishments for every 50 feet of frontage.
   An establishment, other than a bank, may exceed the frontage limits up to 60 feet pursuant to a certification by the Chair of the CPC that: (1) the proposed use cannot be reasonably configured within the permitted frontage; and (2) a high ground floor vacancy rate, resulting from adverse market conditions, exists within a reasonable distance of the proposed use.
  On Broadway between 72nd and 110th Streets, seen as a more appropriate location for large retailers, only the 25 foot limit on banks on lobbies applies.
 Grocery stores of at least 6,000 sqf are exempt from the restrictions.
  Four years after their implementation, the question remains whether the restrictions have been effective in preserving small independent retailers in the neighborhood.
B. Formula Retail Use Restrictions


Increasingly, municipalities across the country are using zoning to regulate the ability of new “formula businesses” to open.
  Generally speaking, “formula business” is a term used to refer to chain stores that provide goods and services.  Whether a business constitutes a formula retail use is usually based on the number of stores the business operates and whether the business has some combination of criteria such as: a standardized array of merchandise, a standardized facade, a standardized decor and color scheme, uniform apparel, standardized signage, and/or a trademark or a service mark.
  Under most definitions, a chain business can avoid the scope of most formula business regulations by not conforming to the standardized features of other businesses in the same chain.

Many jurisdictions that have adopted formula retail zoning regulations have included in their formula retail definitions banks, food service establishments including restaurants and fast food chains, liquor stores, financial services, spas, and gyms, among others.
  Some jurisdictions have applied regulations to one type of business, while others have applied regulations to virtually all street level businesses.
 Some jurisdictions expressly exempt certain formula businesses that provide vital neighborhood services, such as grocery stores.
 

The most typical land use justifications for formula use restrictions are the preservation of unique neighborhood character or the promotion of a diverse business community.  As of 2009, there were 15 cities that had formula retail restrictions in place.  Most municipalities that have implemented such restrictions have done so to protect historic and distinctive tourist districts.
  For example Ogunquit, Maine, Fairfield, Connecticut, and  Nantucket, Massachusetts, in New England, Carmel, Arcata, Sausalito, and. Solvang, California, and the colonial town of Bristol, Rhode Island, to name a few.
 
San Francisco stands out as having the most stringent formula retail restrictions and review process in the nation.
  When they were first enacted in 2004, San Francisco’s formula business restrictions imposed a prohibition on formula retail in one district and requiring conditional use authorization in another.  Since 2006, the regulations have required new formula retail businesses in all neighborhood commercial districts to obtain conditional use authorization from the San Francisco City Planning Commission in order to open.
  Despite this review process, of the 31 applications made between 2006 and 2011, 22 were approved, six were withdrawn, and only three were rejected.
  San Francisco Supervisor Scott Weiner explained, “It makes chains more selective about which locations they approach. Many will do outreach to the neighborhood before they apply. If they don’t find support, they don’t apply.”
 
In evaluating an application for a formula retail business, the San Francisco City Planning Commission considers the following factors:

· The existing concentrations of formula retail uses within the district and within the vicinity of the proposed project. 

· The availability of other similar retail uses within the district and within the vicinity of the proposed project.

· The compatibility of the proposed formula retail use with the existing architectural and aesthetic character of the district.

· The existing retail vacancy rates within the district and within the vicinity of the proposed project.

· The existing mix of Citywide-serving retail uses and daily needs-serving retail uses within the district and within the vicinity of the proposed project.

· For formula retail uses of 20,000 gross square feet or more, except for General or Specialty Grocery stores, the contents of an economic impact study. (emphasis added)

Though San Francisco’s policy has been effective in limiting the proliferation of chain retail in regulated districts, questions remain about its economic impact and whether it has a significant impact on small businesses being displaced by other non-formula businesses.  In 2014, San Francisco’s Comptroller issued an economic impact report on the regulations.  That report concluded that, on average, prices were 17% higher at the non-formula retailers than at the formula retailers that were surveyed.
  At the same time, the report also concluded that, at maximum, a non-formula retailer could spend 24% of every dollar received in ways that benefit the local economy, while a formula retailer would be likely to spend an average of 14.5% of its revenue locally.
  The report found that the policy may be beneficial “when price differences between a proposed formula retailer and existing retailers are low, when local spending differences between them are high, and when residents believe the presence of the formula retailer, or the loss of an existing business, would have a negative impact on the quality of the neighborhood.”

C. Expanding the supply of commercial spaces by expanding commercial overlays
In addition to imposing new controls on commercial spaces to increase the availability of space for small independent retails, zoning changes could also lift commercial use restrictions in areas of the City that are underserved by retailers, thereby enabling small businesses to open in more neighborhoods and promoting the creation of new commercial spaces. 
New York’s 1961 Zoning Resolution established a hierarchy of separated uses designed first and foremost to protect residential uses from nuisances such as pollution, congestion, and noise.
  Commercial uses are only allowed in designated commercial or manufacturing zones or within commercial overlays mapped on the major commercial streets of predominantly residential areas.
.  As a result, commercial uses including ground floor retail and even low-impact uses like small professional offices are barred from the majority of New York City streets. In addition, most commercial overlays such as the C1-3, C1-4, C2-3, and C2-4 overlays mapped throughout many Brooklyn and Queens neighborhoods allow, but do not require, the provision of ground floor commercial space, leaving developers the option to devote the ground floor to residential use or even surface parking.

One notable opportunity for expanding commercial overlays is the numerous streets that have significant commercial character but completely lack a commercial overlay. Since most New York City development predates the regulations of the 1961 Zoning Resolution, there is a tremendous amount of “non-conforming” commercial uses in areas that are mapped as R districts without commercial overlays.
 These commercial uses remain legal as long as they are continuously occupied but this “grandfathered” legality expires if the space remains vacant for two years or longer.
  These non-conforming commercial uses are often located on streets with a mix of commercial and residential ground floors such as Irving Avenue in Bushwick, Brooklyn or East 181st Street in the Bronx.  In Manhattan, many side streets with significant commercial character such as St. Marks Place in the East Village or Audubon Avenue in Washington Heights are surprisingly lacking commercial overlays. 

The City could take a comprehensive look at where these non-conforming commercial uses cluster and seek to map commercial overlays on such areas. Not only would this fully legalize the existing commercial uses, it could also allow further development of the commercial ground floor character of these areas, increasing the available supply of commercial spaces.
Another potential idea for expanding the supply of commercial spaces proposed in the Manhattan Borough President’s “Small Business; Big Impact” report is to create a new, more restricted commercial overlay for low-impact uses like professional offices (eye doctors, lawyers, therapists etc.) so that these uses could locate on predominantly residential blocks. This new “low-intensity” commercial overlay would potentially allow such uses a new pool of real estate outside of the increasingly expensive major commercial avenues.

There is also opportunity to expand commercial overlays on NYCHA campuses. Most NYCHA campuses are currently zoned only for residential use, precluding the development of new on-site commercial spaces that could improve access to quality retail for NYCHA residents.
Potential commercial development at NYCHA campuses could take many forms – within the new “Next-Gen” infill projects, within the ground floors of existing buildings, or within small-scale retail “liner buildings” along commercial streets. Such retail liner buildings actually exist at a few NYCHA campuses such as at the Whitman Houses along Myrtle Avenue where a full service supermarket is among the tenants. Within existing NYCHA buildings, the Manhattan Borough President’s report suggests that commercial overlays could allow NYCHA “to remodel the bases to allow for ground-floor commercial units to replace underutilized storage or workshop space.”

D. Set-asides of space for small businesses, vendors, and entrepreneurs. 

Just as NYC has implemented an inclusionary affordable housing policy some advocates urge the City to require or incentivize developers to set aside affordable spaces that are sized appropriately for small retailers.  In a 2009 report, the Pratt Center called on the City to include provisions for small business and locally owned retail spaces in negotiations with private developers.
  The Pratt Center has proposed that any commercial development over 50,000 square feet, be required to include businesses at a range of sizes, going down to 250 square feet, with targets for independently owned small businesses. Pratt also recommends that city-owned or city-sponsored developments provide retail space for small businesses at rents below-market rate with leases at least five years in duration.
  A 2010 report from the New York State Senate Committee on Cities supported this idea – “developers should be required to include small businesses in their development plans if they are to be afforded state abatements and incentives. Rents should be below market rate for at least 5 years”
  
There is precedent for an “inclusionary” style program to incentivize commercial space, specifically for supermarkets:  the FRESH (Food Retail Expansion to Support Health) program.
  Enacted in response to a study by the Mayor’s Food Policy Task Force that identified neighborhoods underserved by grocery stores, the program provides financial and zoning incentives for the creation of new supermarkets in these underserved areas.
 Stores must be at least 6,000 square feet in size to qualify. The financial incentives include a 25 year building tax abatement, 25 year land tax abatement of $500 per employee, sales tax exemption on construction materials and equipment, and mortgage recording tax deferral. The zoning incentives include one bonus square foot of residential FAR per square foot of grocery store (up to 20,000 sqf), reduction in parking requirements, and an increase of the maximum size of 10,000 sqf in M1 zones to 30,000 sqf.
 Since its inception, 11 supermarkets have been created with 12 additional stores in the development pipeline.
 The package of zoning and financial incentives created for the FRESH program could be replicated to incentivize the creation of other sizes and categories of commercial space.

Cities such as Washington, D.C. have required set-asides for local community retail in numerous new development projects over the past decade as part of the development review process or as part of community benefits agreements.
 

E. Providing small retail spaces within city supported developments

Requiring a certain amount of affordable small business space within new developments on city-owned land or in city-owned buildings may be another way to promote independent and neighborhood serving retail.  The City could also adopt policy preferences to promote the creation of commercial condominiums or certain types of neighborhood service retail within city-supported developments.

In recent years, the Department of Housing Preservation and Development (HPD) has increased its focus on commercial spaces within affordable housing developments.  HPD and the Design Trust recently published “Laying the Groundwork,” a design guide for including important neighborhood service retail such as supermarkets, pharmacies, restaurants, laundromats, and banks, as well as community facility spaces, within affordable housing developments.
  

In December, 2015, the New York City Economic Development Corporation (NYC EDC) released a Request for Proposals (RFP) in connection with the East 125th Street mixed use development in East Harlem, with 50,000sqf of retail space reserved at below market rent for local businesses.
  The development, which could provide 700,000 sqf of commercial space alongside 1,000 units of housing, calls for the inclusions of a variety of store sizes ranging from 300 to 5,000 square feet. Additionally, the developer is contributing $10 million to a local investment fund to assist the small businesses and entrepreneurs located in the new development with marketing, seed capital, and job training programs. 

Other cities have also explored set-asides for small businesses on city-owned land.  Boston recently adopted a policy to “transform underutilized city properties into small business real estate with leasing priorities awarded to businesses in priority segments and/or with minority, women, or immigrant owners and allocate space for small businesses in new publicly-owned developments”

There is also an opportunity to consider goals of retail diversity within existing city-owned commercial buildings. These buildings are typically managed by the Department of Citywide Administrative Services (DCAS) with a general policy to lease the retail spaces to the highest paying market tenant, often resulting in the selection of chain stores. 
 For example, the ground floor of the Sun Building at 280 Broadway is home to a Modells, Duane Reade, and Potbelly sandwich shop, while 345 Adams St in Brooklyn includes Panera Bread, Hill Country BBQ, and another Potbelly. In 2011, the City sold a 49,000 retail condominium in the Brooklyn Municipal Building to United American Land for $10 million.
 The space now hosts a Sephora, Neiman Marcus Last Call, and It’s Sugar among other chain outlets.  In city-owned buildings, pursuing policy goals such as providing space for neighborhood services and local entrepreneurs instead of the highest paying market tenant may cost the city revenue. But such policies may also have long-term benefits, such as the establishment of new local businesses providing local communities with additional access to resources.
Any policy that requires a developers or landlords to provide space at below-market prices obviously has an effect on the overall financials of a development. Developers sometimes rely on the revenues from ground-floor market-rate retail spaces to offset the cost of including affordable housing.
 In order to accommodate affordable retail space, affordable housing space, and the developer/landlord’s ability to obtain a reasonable return on investment, other incentives may be necessary, such as allowances for increased density, especially in private development where there is a significant land acquisition cost.  
F. Increased capital investment in streetscapes
Another way of promoting retail diversity is to invest in capital improvements in streetscapes to improve the environment for all types of retail.  Better streets provide benefits to businesses in all types of neighborhoods, from the central business district to modest retail strips in residential areas.
 A 2013 NYC DOT study on the economic impact of “sustainable streets” concluded that the contribution that 21st-Century streets can make to local economies applies just as much to lower-income neighborhoods with “mom & pop” retail as to glitzier areas with sky-high rents…It is clear that rolling out safer, more inviting and sustainable streets is rarely detrimental to local businesses and in the great majority of cases can be a boon to them.”

The City’s current Downtown Far Rockaway project seems aimed at this “implementing a comprehensive urban design plan and streetscape improvements that would encourage safer, more hospitable pedestrian circulation while employing sustainable, energy-efficient, and cost-effective materials, as well as image-defining street design elements.”

The Department of Small Business Services (SBS) Avenue NYC program funds commercial revitalization placemaking programs in neighborhoods designated as low or moderate-income according to 2010 census figures.
  The program is funded by the United States Department of Housing and Urban Development (HUD) Community Development Block Grant (CDBG).

IV. Financial Incentives

In the most recent fiscal year, New York City provided about $7.7 billion in tax breaks. Of that amount, $2.8 billion is targeted towards economic development.
 While that amount is sizeable, “the programs frequently provide more extensive benefits to industrial construction and renovation,” than to other commercial development, such as retail. 
 Currently, there are no tax breaks oriented specifically at retail, thought there are a few which can benefit small retail establishments:

· Credit Line Mortgages. Normally, taxpayers pay a tax each time a new debt is issued that is secured by a mortgage on City-situated property. The break waives the tax on re-advances on an already recorded mortgage, as long as the maximum principal is not exceeded. Since 1996, this benefit has included commercial credit-line mortgages that have a credit limit of less than $3 million.

· Reduced Corporate Tax Rates for Qualified Manufacturers and Small Businesses. This was included as part of the City’s corporate tax reforms in 2015. Normally, the City’s rate on tax allocated to business income is 8.85 percent (9 percent for financial corporations). Small businesses with incomes below $3 million are taxed at a lower rate (as low as 6.5 percent).

· Commercial Rent Tax Break for Rents Below $300,000 or Outside Core Manhattan. The City currently charges a tax to tenants who occupy or use a property for commercial activity. The effective tax rate is currently 3.9 percent of the annual gross rent. Tenants with annualized rents below $250,000, above 96th Street in Manhattan, and in any of the other four boroughs are exempted from the tax.

While not specific to small retail, financial incentives that increase the supply of commercial space can help reduce the upward pressure on rents, as well as encourage the development of retail spaces where little exists. The Industrial and Commercial Abatement Program (ICAP), a revision in 2008 of the older Industrial and Commercial Exemption Program (ICIP), is the City’s primary as-of-right tax break to encourage the development of commercial and industrial office space. The program provides tax relief to new construction or renovation of commercial buildings, with greater benefits provided in areas that have, “a special need for commercial and job development, high unemployment, economic distress or unusually large numbers of vacant, underutilized, unsuitable or substandard structures, or other substandard, unsanitary, deteriorated or deteriorating conditions, with or without tangible blight.
” An internal analysis of ICAP data by the City Council Finance Division revealed that of the 442 properties that were receiving ICAP’s multi-year tax breaks in Fiscal 2016, 113 of those were retail properties. During the same period, there were 6,503 ICIP tax breaks for all types of commercial and industrial properties.

The City also has the ability to provide discretionary benefits through a State agency called the New York City Industrial Development Agency (NYCIDA). However, as these benefits are developed through negotiation, the beneficiaries tend to be large development projects than those supported in as-of-right programs. An analysis of NYCIDA activity revealed that only 32 retail projects received any financial assistance through NYCIDA, and of those 15 were for grocery stores as part of the FRESH program.

New York State and other jurisdictions provide grants or low-interest loans to help small businesses, including retailers. Some examples of these programs are as follows:

· New York State’s Rural and Urban Community Investment Fund (CIF) supports retail, commercial, and community facility spaces that are a part of mixed-use affordable housing developments in urban and rural communities statewide.
 CIF addresses a need identified by the State legislature for the creation and improvement of the commercial, retail, and community facilities that support mixed-use affordable residential developments.
 CIF provides payments, grants, and loans which can be used for either new construction or rehabilitation of retail, commercial, or community facility space that are a part of, or serve the needs of tenants who reside in, affordable residential developments financed by a Department of Housing and Community Renewal (HCR) agency.
   

· Cleveland’s Neighborhood Retail Assistance Program provides financial assistance to neighborhood retail businesses, restaurants, and merchants in the City. Locally-owned businesses and private developers can benefit from the program, which provides loans for things like building improvements, landscaping, fencing, signage, acquisition of equipment, and public art.

· Chicago’s Microlending Initiative provides small loans for fixed assets to small businesses, specifically those with projects supporting community or neighborhood development or providing job opportunities. The initiative began in 2012 to assist businesses that would otherwise have difficulty accessing capital through mainstream lenders. Through the program, which acts as a revolving loan fund, businesses can secure loans from $500 to $25,000 through one of the City’s three microlenders: Accion, Chicago Neighborhood Initiatives and Women’s Business Development Center.

· San Francisco’s Legacy Business Fund provides direct assistance to small businesses and landlords in the amount of $500 per full-time employee per year for the business and $4.50 per square foot of space leased each year that space is leased to the business under a 10-year lease. 
  These grants are capped at $50,000 annually for the business and $22,500 annually for the landlord. In order to be eligible, businesses must first be officially listed on the “San Francisco Legacy Business Registry.”
 The Mayor or a member of the Board of Supervisors may nominate any business that is at least 30 years old for inclusion in the registry. At a public hearing, the business owner(s) must provide documented proof that they have “made a significant impact on the history or culture of their neighborhood.” A maximum of 300 businesses may be nominated annually

Other Incentives in Other Jurisdictions

In addition to the carrot of financial incentives to support small retailers, some cities around the world have started exploring vacancy taxes to minimize the number of vacant storefronts and thereby increase the supply of retail space. 
In Berkeley, California, there is a proposal to charge landlords a fee when ground floor commercial space has been kept vacant for a specified period of time and furthermore to provide incentives to property owners for leasing the space.
 The original proposal recommended a $180 vacancy registration fee, followed by a fee of $300 for every six months that the property remains vacant.

The District of Columbia has implemented a similar fee. In Fiscal 2011, a property tax rate for vacant buildings was established at $5 per $100 of assessed value.
 Non-vacant commercial property is taxed at $1.65 or $1.85 per $100 of assessed value.
 

In Paris, more than six percent of office space is unoccupied. The government recently passed a tax on vacant office space to push commercial property owners either to rent the space or convert their properties to homes.

V. Conclusion
The Committees look forward to hearing from a broad cross section of stakeholders involved in economic and neighborhood development about the strengths and weaknesses of these and other zoning and fiscal policies intended to promote retail diversity and preserve neighborhood character. 
� Survey of the Citizens Budget Commission and the Federal Reserve Bank of New York, Encouraging Small Business Success in New York City and Northern New Jersey: What Firms Value Most (Jul. 29, 2005). 	


� New York City Council, Finance Division. 


� Pratt Center for Community Development, Saving Independent Retail 1 (Aug. 2009), available at � HYPERLINK "http://prattcenter.net/sites/default/files/retail_revise5.pdf" �http://prattcenter.net/sites/default/files/retail_revise5.pdf�.


� Tim Wu, Why Are There So Many Shuttered Storefronts in the West Village?, The New Yorker, May 24, 2015, available at  � HYPERLINK "http://www.newyorker.com/business/currency/why-are-there-so-many-shuttered-storefronts-in-the-west-village" �http://www.newyorker.com/business/currency/why-are-there-so-many-shuttered-storefronts-in-the-west-village�; Tatiana Schlossberg, Manhattan’s Corner Stores, a Neighborhood Staple, Struggling to Survive, N.Y. Times, Aug. 4, 2015, at A18, available at � HYPERLINK "http://www.nytimes.com/2015/08/04/nyregion/bodegas-declining-in-manhattan-as-rents-rise-and-chains-grow.html?_r=0%20" �http://www.nytimes.com/2015/08/04/nyregion/bodegas-declining-in-manhattan-as-rents-rise-and-chains-grow.html?_r=0� .


� Wu, supra note 4.


� Pratt Center for Community Development, supra note 3; see also Maggie Wrigley, City neighborhoods losing character to condos, chain stores, N.Y. Daily News, Oct. 28, 2007, available at  � HYPERLINK "http://www.nydailynews.com/news/city-neighborhoods-losing-character-condos-chain-stores-article-1.231853" �http://www.nydailynews.com/news/city-neighborhoods-losing-character-condos-chain-stores-article-1.231853�. 


� David Dubrow & Darrell Gay, Arent Fox LLP, Retail Development and Financing in the Outer Boroughs of New York City 3, available at � HYPERLINK "https://www.queensny.org/qedc/neighborhoods/economy/reports_profiles/Retail_Development_and_Financing_in_the_OUter_Boroughs.pdf" �https://www.queensny.org/qedc/neighborhoods/economy/reports_profiles/Retail_Development_and_Financing_in_the_OUter_Boroughs.pdf�


� Naa Oyo A. Kwate et. al., Retail Redlining in New York City: Racialized Access to Day-to-Day Retail Resources, 90 J. Urban Health 90, 632-652 (2013), available at � HYPERLINK "http://www.ncbi.nlm.nih.gov/pmc/articles/PMC3732689/%23CR27" �http://www.ncbi.nlm.nih.gov/pmc/articles/PMC3732689/#CR27�


� Rachel Meltzer & Jenny Schuetz, Bodegas or Bagel Shops? Neighborhood Differences in Retail and Household Services (last revised Jul. 30, 210), available at � HYPERLINK "https://www.kansascityfed.org/eventinfo/community/schuetz-paper.pdf" �https://www.kansascityfed.org/eventinfo/community/schuetz-paper.pdf�.


� Mario Luis Small & Monic McDermott, The Presence of Organizational Resources in Poor Urban Neighborhoods: An Analysis of Average and Contextual Effects, 84 Social Forces 1697 (2006), available at � HYPERLINK "http://scholar.harvard.edu/files/mariosmall/files/small_mcdermott_sf_2006.pdf" �http://scholar.harvard.edu/files/mariosmall/files/small_mcdermott_sf_2006.pdf� .


� Meltzer, supra note 9. 


� Dwight H. Merriam, Symposium 2005: Breaking Big Boxes: Learning from the Horse Whisperers, 6 Vt. J. Envtl. L. 7 (2005).


� Institute for Self Reliance, Store Size Caps (Mar. 15, 2012), available at  � HYPERLINK "https://ilsr.org/rule/store-size-caps/" �https://ilsr.org/rule/store-size-caps/�; http://ilsr.org/wp-content/uploads/2012/03/sizecapkit1.pdf


� Manhattan Borough President Gale A. Brewer, Small Business Big Impact (Mar. 2015), available at � HYPERLINK "http://manhattanbp.nyc.gov/downloads/pdf/SmallBusinessBigImpactFINAL.pdf" �http://manhattanbp.nyc.gov/downloads/pdf/SmallBusinessBigImpactFINAL.pdf�.


�Institute for Self Reliance, Store Size Cap  – Madison, WI (Mar. 15, 2012), available at � HYPERLINK "https://ilsr.org/rule/store-size-caps/" �https://ilsr.org/rule/store-size-caps/�; see also Institute for Self Reliance, Community Protection Policy Kit: Store Cap Ordinance, available at � HYPERLINK "http://ilsr.org/wp-content/uploads/2012/03/sizecapkit1.pdf" �http://ilsr.org/wp-content/uploads/2012/03/sizecapkit1.pdf� . 


� � HYPERLINK "http://www.easthampton.org/forms-documents/city-clerk/" �http://www.easthampton.org/forms-documents/city-clerk/�


� Institute for Self Reliance, Store Size Cap  – Ashland, OR (Dec. 2, 2008), available at  � HYPERLINK "https://ilsr.org/rule/store-size-caps/2266-2/" �https://ilsr.org/rule/store-size-caps/2266-2/� 


� Zoning Regulations of the Town of Fairfield Connecticut § 12.5, available at � HYPERLINK "http://www.fairfieldct.org/filestorage/10726/11028/12429/12431/Zoning_Regulations.pdf" �http://www.fairfieldct.org/filestorage/10726/11028/12429/12431/Zoning_Regulations.pdf�


� See, e.g. Zoning Resolution Art. XI, Ch. 1.


� Zoning Resolution Art. XI, Ch. 1


� See Proposed amendments to the Zoning Resolution that would limit the development of major commercial uses within manufacturing districts, Jul. 10, 1974, available at � HYPERLINK "http://www1.nyc.gov/assets/planning/download/pdf/about/cpc/19740710.pdf" �http://www1.nyc.gov/assets/planning/download/pdf/about/cpc/19740710.pdf� 


� See Proposed amendments to the Zoning Resolution that would limit the development of major commercial uses within manufacturing districts, Jul. 10, 1974, available at � HYPERLINK "http://www1.nyc.gov/assets/planning/download/pdf/about/cpc/19740710.pdf" �http://www1.nyc.gov/assets/planning/download/pdf/about/cpc/19740710.pdf�


� Vivian S. Toy, Shift in zoning On Megastores Is Challenged, N.Y. Times, Nov. 19, 1996 available at � HYPERLINK "http://www.nytimes.com/1996/11/19/nyregion/shift-in-zoning-on-megastores-is-challenged.html" �http://www.nytimes.com/1996/11/19/nyregion/shift-in-zoning-on-megastores-is-challenged.html�.


� Vivian S. Toy, Retailers Pledge to Build Superstores, Despite Council's Killing of Giuliani Plan, N.Y. Times, Dec. 12, 1996,  available at � HYPERLINK "http://www.nytimes.com/1996/12/12/nyregion/retailers-pledge-to-build-superstores-despite-council-s-killing-of-giuliani-plan.html" �http://www.nytimes.com/1996/12/12/nyregion/retailers-pledge-to-build-superstores-despite-council-s-killing-of-giuliani-plan.html� 


� Zoning Resolution Art. IV Ch. 2.


� Shawn g. Kennedy, A New Cachet for Old East 86th Street, N.Y. Times, Apr. 15, 1990, available at � HYPERLINK "http://www.nytimes.com/1990/04/15/realestate/a-new-cachet-for-old-east-86th-street.html" �http://www.nytimes.com/1990/04/15/realestate/a-new-cachet-for-old-east-86th-street.html� 


� Id.


� Id.


� Kate Taylor, City Council Changes Zoning to Limit Sprawl of Big Banks on Upper West Side, N.Y. Times, June 28, 2012 at A21, available at � HYPERLINK "http://www.nytimes.com/2012/06/29/nyregion/city-council-limits-size-of-banks-on-upper-west-side.html" �http://www.nytimes.com/2012/06/29/nyregion/city-council-limits-size-of-banks-on-upper-west-side.html�; Zoning Resolution Art. XIII, Ch. 2, sec. 132-11;?_r=0


� Report of the CPC in the matter of application C 120145 ZMM, May 9, 2012/Calendar No. 3, available at � HYPERLINK "http://www1.nyc.gov/assets/planning/download/pdf/about/cpc/120145.pdf" �http://www1.nyc.gov/assets/planning/download/pdf/about/cpc/120145.pdf� 


� Zoning Resolution Art. XIII, Ch. 2


�Zoning Resolution §132-51 


� Zoning Resolution Art. XIII, Ch. 2


� Zoning Resolution §132-21 


� Patricia E. Salkin, Municipal Regulation of Formula Businesses: Creating and Protecting Communities, 58 Cas. W. Res. L. Rev. 1251, 1272 (2008), available at: � HYPERLINK "http://scholarlycommons.law.case.edu/caselrev/vol58/iss4/17" �http://scholarlycommons.law.case.edu/caselrev/vol58/iss4/17� 


� Id.


� Id.


� Id.


� Id.


� Id. at 1275


� Id.


� Id. 


� Pratt Center for Community Development, Saving Independent, supra note 6.


� San Francisco Planning Code § 303.1, available at � HYPERLINK "http://library.amlegal.com/nxt/gateway.dll/California/planning/planningcode?f=templates$fn=default.htm$3.0$vid=amlegal:sanfrancisco_ca$sync=1" �http://library.amlegal.com/nxt/gateway.dll/California/planning/planningcode?f=templates$fn=default.htm$3.0$vid=amlegal:sanfrancisco_ca$sync=1�; see San Francisco Planning Department, Memo to the Planning Commission, Informational Presentation on the Status of Formula Retail Controls, Jul.  28, 2011, available at � HYPERLINK "http://commissions.sfplanning.org/cpcpackets/Informational%20Item%20on%20Formula%20Retail.pdf" �http://commissions.sfplanning.org/cpcpackets/Informational%20Item%20on%20Formula%20Retail.pdf�. 


� San Francisco Planning Department, supra note 44.


� Stacy Mitchell, Institute for Local Self-Reliance, How San Francisco is Dealing With Chains (Aug. 30, 2012), available at � HYPERLINK "https://ilsr.org/san-francisco-dealing-chains/" �https://ilsr.org/san-francisco-dealing-chains/�.


� San Francisco Planning Code § 303.1


� Office of Economic Analysis, Office of the Controller, Expanding Formula Retail Controls: Economic Impact Report 22 (Aug., 2013); see id. at fn. 1 (“OEA staff priced 25 different commodities at 11 different formula retailers and 20 different non-formula retailers across San Francisco, gathering 366 prices in all. The establishments were chosen at random from the City's database of sales tax payers, and were geographically spread across the city. For each of the 25 commodities, each observed price was expressed as a percentage of the minimum price observed for that commodity at any store. This approach allowed prices to be standardized across commodities. The standardized prices were then weighted according to the weights used by the Bureau of Labor Statistics in calculating the Consumer Price Index, reflecting the fact that some commodities are purchased more frequently than others. Average weighted prices at formula and non-formula retailers were then compared. The weighted average price at non-formula retailers was found to be 17% higher. Based on the number of observations, the 90% confidence interval is a price premium for non-formula retail between 2% and 32%.’).


� Id. at 23.


� Id. at 27.


� Zoning Resolution Art II, Ch. 1 


� Zoning Resolution Art II, Ch. 2, Art. III Ch. 2, Art IV, Ch. 2.


� Zoning Resolution Art. III, Ch. 2.


� Overlaying the Department of City Planning’s “PLUTO” land use data on commercial uses with the city’s zoning districts reveals widespread non-conforming commercial uses.


� Zoning Resolution § 52-61


� Manhattan Borough President Gale Brewer, .Small Business, Big Impact 10, (Mar., 2015), available at . � HYPERLINK "http://manhattanbp.nyc.gov/downloads/pdf/SmallBusinessBigImpactFINAL.pdf" �http://manhattanbp.nyc.gov/downloads/pdf/SmallBusinessBigImpactFINAL.pdf� 


� Id.


� Pratt Center for Community Development, supra note 3.


� Id.


� NY State S. Comm. on Cities, New York Retail…. Serving the Public! A legislative report on supporting and facilitating the preservation and revitalization of retail in urban neighborhoods 20 (Mar. 2010), available at � HYPERLINK "https://www.nysenate.gov/sites/default/files/articles/attachments/Retail%20report%20FINAL.pdf" �https://www.nysenate.gov/sites/default/files/articles/attachments/Retail%20report%20FINAL.pdf�


� New York City Economic Development Corporation. Food Retail Expansion to Support Health (FRESH), available at � HYPERLINK "http://www.nycedc.com/program/food-retail-expansion-support-health-fresh" �http://www.nycedc.com/program/food-retail-expansion-support-health-fresh�


� Id.


� id


� id


� David Alpert, Helping Communities Win Better Benefits Agreements, Greater Greater Washington (Mar. 19, 2009), available at � HYPERLINK "http://greatergreaterwashington.org/post/1824/helping-communities-win-better-benefits-agreements/" �http://greatergreaterwashington.org/post/1824/helping-communities-win-better-benefits-agreements/� ; Alejandro Lazo, In Columbia Heights, Room for the Little Guys, The Washington Post (Oct. 1, 2007), available at � HYPERLINK "http://www.washingtonpost.com/wp-dyn/content/article/2007/09/30/AR2007093000956.html" �http://www.washingtonpost.com/wp-dyn/content/article/2007/09/30/AR2007093000956.html�; The Alliance for Metropolitan Stability, Community Benefits Agreements, available at � HYPERLINK "http://www.metrostability.org/efiles/CBAREPORT.pdf" �http://www.metrostability.org/efiles/CBAREPORT.pdf�; Institute For Local Self-Reliance, Set-Asides for Local Retail – Longfellow CBA in Minneapolis (Dec. 1, 2008), available at � HYPERLINK "https://ilsr.org/rule/set-asides-for-local-retail/2207-2/" �https://ilsr.org/rule/set-asides-for-local-retail/2207-2/�.


� Design Trust for Public Space and NYC Department of Housing Preservation, Laying the Groundwork Design Guidelines for Retail and Other Ground-Floor Uses in Mixed-Use Affordable Housing Developments (2015), available at � HYPERLINK "http://www1.nyc.gov/assets/hpd/downloads/pdf/developers/laying-the-groundwork-retail-design-guidelines.pdf" �http://www1.nyc.gov/assets/hpd/downloads/pdf/developers/laying-the-groundwork-retail-design-guidelines.pdf� 


� Press Release, NYCEDC, NYCEDC Announces Major Steps Forward in E125 Development, Bringing 1,000 Residential Units And Hundreds Of Thousands Of Square Feet Of Commercial, Retail And Public Space To East Harlem (Dec. 11, 2015), available at � HYPERLINK "http://www.nycedc.com/press-release/nycedc-announces-major-steps-forward-e125-development-bringing-1000-residential-units" �http://www.nycedc.com/press-release/nycedc-announces-major-steps-forward-e125-development-bringing-1000-residential-units�.


�  


� City of Boston, Small Business Plan (Mar. 2016) available at � HYPERLINK "https://www.cityofboston.gov/images_documents/160330%20Boston%20Small%20Business%20Full%20Report%20-%20Web%20(144dpi)_tcm3-53060.pdf" �https://www.cityofboston.gov/images_documents/160330%20Boston%20Small%20Business%20Full%20Report%20-%20Web%20(144dpi)_tcm3-53060.pdf� 


� DCAS Managed Public Buildings. � HYPERLINK "http://www.nyc.gov/html/dcas/html/about/buildings.shtml" �http://www.nyc.gov/html/dcas/html/about/buildings.shtml� 


� Amanda Fung, Retail plan aims to aid downtown Brooklyn, Crains New York Business (Aug. 15, 2011), available at  � HYPERLINK "http://www.crainsnewyork.com/article/20110815/real_estate/110819934/developer-to-bring-first-stores-to-brooklyn-municipal-building" �http://www.crainsnewyork.com/article/20110815/real_estate/110819934/developer-to-bring-first-stores-to-brooklyn-municipal-building�. 


� Jennifer Popovec, Mastering Mixed-Use, Affordable Housing Finance (Jan. 1, 2008), available at � HYPERLINK "http://www.housingfinance.com/management-operations/mastering-mixed-use_o" �http://www.housingfinance.com/management-operations/mastering-mixed-use_o� 


� NYC Dept. of Transportation, The Economic Benefits of Sustainable Streets 41 (2013) available at � HYPERLINK "http://www.nyc.gov/html/dot/downloads/pdf/dot-economic-benefits-of-sustainable-streets.pdf" �http://www.nyc.gov/html/dot/downloads/pdf/dot-economic-benefits-of-sustainable-streets.pdf� 


� Id.


� NYCEDC, Downtown Far Rockaway (last updated Sept. 15, 2016), available at � HYPERLINK "http://www.nycedc.com/project/downtown-far-rockaway" �http://www.nycedc.com/project/downtown-far-rockaway�


� Avenue NYC Program, NYC Dept. of Small Business Services, available at � HYPERLINK "http://www.nyc.gov/html/sbs/html/neighborhood_development/avenue_nyc.shtml" �http://www.nyc.gov/html/sbs/html/neighborhood_development/avenue_nyc.shtml� 


� Id.


� N.Y. City Council Task Force on Economic Development Tax Expenditures, Evaluating Economic Development Tax Expenditures: Final Report  (Sept. 22, 2016), available at � HYPERLINK "http://legistar.council.nyc.gov/View.ashx?M=AO&ID=35049&GUID=b99da175-924c-4fc3-9c12-d3236d5f98dc&N=RXZhbHVhdGluZyBFY29ub21pYyBEZXZlbG9wbWVudCBUYXggRXhwZW5kaXR1cmVzIC0gRmluYWwgUmVwb3J0" �http://legistar.council.nyc.gov/View.ashx?M=AO&ID=35049&GUID=b99da175-924c-4fc3-9c12-d3236d5f98dc&N=RXZhbHVhdGluZyBFY29ub21pYyBEZXZlbG9wbWVudCBUYXggRXhwZW5kaXR1cmVzIC0gRmluYWwgUmVwb3J0�


� Id. at 6.


� NYS Tax Law § 253-b; Admin. Code § 11-2603.


� Admin. Code § 11-654.1(j) and (k).


� Admin Code, Title 11Ch. 7


� RPT § 489-gggggg


� Tax Policy Division, NYC Dept. of Finance, Annual Report on Tax Expenditures Fiscal Year 2016 (Feb. 2016), available at � HYPERLINK "http://www1.nyc.gov/assets/finance/downloads/pdf/reports/reports-tax-expenditure/ter_2016_final.pdf" �http://www1.nyc.gov/assets/finance/downloads/pdf/reports/reports-tax-expenditure/ter_2016_final.pdf�  


� NYEDC, FY 2015 Project Info Spreadsheet (last visited Sept. 27, 2016) available at � HYPERLINK "http://www.nycedc.com/sites/default/files/filemanager/About_NYCEDC/Financial_and_Public_Documents/Financials/FY2015_Project_Information_Spreadsheet2.xlsx" �http://www.nycedc.com/sites/default/files/filemanager/About_NYCEDC/Financial_and_Public_Documents/Financials/FY2015_Project_Information_Spreadsheet2.xlsx�


� Press Release, Gov. Andrew Cuomo, Governor Cuomo Announces $71 Million to Build Thousands of Affordable Housing Units Across the State (Aug. 21, 2013), available at � HYPERLINK "https://www.governor.ny.gov/news/governor-cuomo-announces-71-million-build-thousands-affordable-housing-units-across-state" �https://www.governor.ny.gov/news/governor-cuomo-announces-71-million-build-thousands-affordable-housing-units-across-state� ; N.Y. Dept. of Homes and Community Renewal, Rural and Urban Community Investment Fund, available at � HYPERLINK "http://www.nyshcr.org/Funding/OpenWindow/2016/Rural_and_Urban_Community_Investment_Fund.pdf" �http://www.nyshcr.org/Funding/OpenWindow/2016/Rural_and_Urban_Community_Investment_Fund.pdf�


� PVH § 1230. 


� For a description of HCR agencies and their portfolios, see � HYPERLINK "http://www.nyshcr.org/AboutUs/AgencyDescription.htm" �http://www.nyshcr.org/AboutUs/AgencyDescription.htm�


� Neighborhood Retail Assistance Program, City of Cleveland Economic Development, available at � HYPERLINK "http://rethinkcleveland.org/About-Us/Our-Programs/Neighborhood-Retail-Assistance-Program.aspx" �http://rethinkcleveland.org/About-Us/Our-Programs/Neighborhood-Retail-Assistance-Program.aspx� 


� Press Release, Chicago Mayor Rahm Emanuel, Mayor Emanuel Announces 250th Business Is Awarded Microloan Through Chicago’s Microlending Initiative (Apr. 24, 2016), available at � HYPERLINK "https://www.cityofchicago.org/city/en/depts/mayor/press_room/press_releases/2016/april/Mayor-Emanuel-Announces-250th-Business-Is-Awarded-Microloan.html" �https://www.cityofchicago.org/city/en/depts/mayor/press_room/press_releases/2016/april/Mayor-Emanuel-Announces-250th-Business-Is-Awarded-Microloan.html� 


� City and County of San Francisco. About the Legacy Business Program, available at � HYPERLINK "http://sfosb.org/legacy-business" �http://sfosb.org/legacy-business� 


� Id.


� Id.


� Memorandum from City of Berkeley Councilmembers Jesse Arreguín and Kriss Worthington, to the Mayor and Members of the City Council (Oct. 7, 2014), available at � HYPERLINK "http://www.berkeleyside.com/wp-content/uploads/2014/10/2014-10-07-Item-13-Vacancy-Registration.pdf" �http://www.berkeleyside.com/wp-content/uploads/2014/10/2014-10-07-Item-13-Vacancy-Registration.pdf�


� Id.


� Office of Tax and Revenue, Washington, D.C., OTR Vacant Real Property available at � HYPERLINK "http://otr.cfo.dc.gov/page/otr-vacant-real-property" �http://otr.cfo.dc.gov/page/otr-vacant-real-property� 


� Apartment and Office Building Assn. of Washington, D.C. District of Columbia Tax Rates, available at � HYPERLINK "https://www.aoba-metro.org/resource-center/overview-of-taxes-md-dc-va/dc-taxes" �https://www.aoba-metro.org/resource-center/overview-of-taxes-md-dc-va/dc-taxes� 


� Feargus O’Sullivan, Paris Wants Landlords to Turn Vacant Office Space Into Apartments—Or Else, Citylab (Jul. 14, 2014), available at � HYPERLINK "http://www.citylab.com/politics/2014/07/paris-wants-landlords-to-turn-vacant-office-space-into-apartmentsor-else/374388/" �http://www.citylab.com/politics/2014/07/paris-wants-landlords-to-turn-vacant-office-space-into-apartmentsor-else/374388/�.











1

