CITY OF SANTA MONICA
REGULAR MEETING AGENDA
OF THE
HOUSING COMMISSION
KEN EDWARDS CENTER
1 FLOOR, ROOMS 104 + 105
1527 4TH STREET
SANTA MONICA, CA 90401
st

THURSDAY, DECEMBER 19, 2019
6 P.M.
Notice is hereby given that a regular meeting of the Housing Commission will be held
at 6 p.m. on Thursday, December 19, 2019, at the Ken Edwards Center for the purpose
of conducting the following business:
The Housing Commission of the City of Santa Monica, in accordance with City Council,
does resolve as follows:
In order to safeguard participatory democracy in Santa Monica, all persons
attending public meetings in Santa Monica should strive to:
1. Treat everyone courteously;
2. Listen to others respectfully;
3. Exercise self-control;
4. Give open-minded consideration to all viewpoints;
5. Focus on the issues and avoid personalizing debate;
6. Embrace respectful disagreement and dissent as democratic rights,
inherent components of an inclusive public process, and tools for forging
sound decisions. [RESOLUTION]
1. CALL TO ORDER
Roll call.
2. PUBLIC INPUT
(Public comment is permitted only on items not on the agenda that are within the
subject matter jurisdiction of the Housing Commission.)
3. APPROVAL OF MINUTES
October 17, 2019 Housing Commission meeting. [DRAFT MINUTES]
November 21, 2019 Housing Commission meeting. [DRAFT MINUTES]

4. DISCUSSION ITEMS
A. PRESERVING OUR DIVERSITY (POD) UPDATE
Update on the POD cash-based assistance program marketing and outreach
efforts and registration progress.
B. MARKET RATE HOUSING AND DISPLACEMENT
Discussion regarding the Urban Affairs Review report on the relationship
between market-rate housing and displacement. [HANDOUT]
5. ACTION ITEMS
A. DRAFT ANNUAL HOUSING PROGRAMS REPORT
Presentation of an annual report including status updates on the Housing
Trust Fund Plan, multifamily housing production (Proposition R), and Cityfunding commitments for affordable housing (Proposition I), and possible
discussion, feedback, and action. [HANDOUT]
B. WORK PLAN
Discussion of annual work plan and potential priorities, and possible action
setting long-range agenda and work plan.
6. HOUSING MANAGER’S REPORT
Update on any City Council agenda items and administrative issues related to
affordable housing.
7. CHAIR/COMMISSIONER’S REPORT
Information on housing issues, recent or future City Council actions, other City
Commissions, and issues affecting housing in the City of Santa Monica.
8. ADJOURNMENT OF THE HOUSING COMMISSION
No other business will be conducted at the Meeting.
Any documents produced by the City and distributed to a majority of the Housing Commission regarding any item on this
agenda will be made available for viewing at the Santa Monica Housing Division office located at 1901 Main Street, Suite B,
Santa Monica, California during normal business hours. Documents are also available at
https://www.santamonica.gov/housing-commission.
Please note that this agenda is subject to change up to 24 hours prior to the scheduled meeting. We encourage you to check
the agenda 24 hours prior to the meeting.

DRAFT MINUTES
HOUSING COMMISSION
REGULAR MEETING
THURSDAY, OCTOBER 17, 2019
KEN EDWARDS CENTER
4:30 P.M.
1. CALL TO ORDER: A regular meeting of the Santa Monica Housing Commission was
called to order by Chair Soloff at 4:30 p.m. on Thursday, October 17, 2019, at the Ken
Edwards Center, 1527 4th Street.
A. ROLL CALL
The following persons were recorded in attendance by the Recording Secretary:
Present:

Commissioner Bloch, Commissioner Buchanan (arrived
4:37 p.m.), Commissioner Camner, Commissioner Flora, Vice
Chair Hilton, Chair Soloff

Absent:

NONE

Also Present:

Housing Program Manager Jim Kemper, Senior Administrative
Analyst Nigel Wallace, Housing Specialist Eduardo Lizarraga, and
Commission Secretary Melinda Espinoza

2. PUBLIC INPUT
• None
3. APPROVAL OF MINUTES
Approval of minutes for the August 15, 2019 Housing Commission meeting was
tabled until later in the meeting.
Motion by Chair Soloff, seconded by Commissioner Camner, to approve the October
3, 2019 special Housing Commission meeting minutes with the change of the word
“inclusionary” on the second page to “affordable”. The motion was approved by the
following vote:
AYES:
Commissioner Bloch , Commissioner Camner, Commissioner Flora, Vice
Chair Hilton, Chair Soloff
NOES:
NONE
ABSTAIN:
NONE
ABSENT:
Commissioner Buchanan
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4. DISCUSSION ITEMS
A. PRESERVING OUR DIVERSITY (POD) MARKETING PLAN
Staff presentation by Nigel Wallace and Eduardo Lizarraga of the marketing plan
for the Preserving Our Diversity Pilot 2 program.
Staff answered questions and asked for Commissioner input regarding the
marketing channels to be used and the timeline for marketing.
3. APPROVAL OF MINUTES
Motion by Chair Soloff, seconded by Commissioner Buchanan, to approve the August
15, 2019 meeting minutes. The motion was approved by the following vote:
AYES:
NOES:
ABSTAIN:
ABSENT:

Commissioner Bloch , Commissioner Buchanan, Vice Chair Hilton,
Chair Soloff
NONE
Commissioner Camner, Commissioner Flora
NONE

5. ACTION ITEMS
A. POTENTIAL CHANGES TO EXISTING TRANSPORTATION DEMAND MANAGEMENT
REQUIREMENTS AND DENSITY LIMITS FOR AFFORDABLE HOUSING
DEVELOPMENTS
Discussion regarding proposals by Community Corporation of Santa Monica to
change existing transportation demand management requirements and density
limits for affordable housing projects, and possible action regarding
recommendations to the City Council.
Presentation by Tara Barauskas of Community Corporation of Santa Monica. City
of Santa Monica Transportation Demand Planning Manager Colleen Stoll was
present to answer questions.
Discussion ensued regarding whether there should be an exemption for one
hundred percent affordable housing from the requirement that new
developments provide a monthly transit allowance for all households, and if so,
whether the Commission should recommend that the City provide the allowance
instead.
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Motion by Chair Soloff, seconded by Commissioner Bloch, that the Housing
Commission recommend to City Council that they remove this obligation from
nonprofit affordable housing providers and that what they do instead, with regard
to transit passes, is left to their discretion.
AYES:
NOES:
ABSTAIN:
ABSENT:

Commissioner Bloch , Commissioner Buchanan, Commissioner
Camner, Commissioner Flora, Chair Soloff
Vice Chair Hilton
NONE
NONE

Public Input:
o Catherine Eldridge spoke regarding costs to taxpayers.
Vice Chair Hilton voted “no” because he said exempting from the development
Ordinance one hundred percent affordable housing harms those projects’
extremely and very low-income residents, who based on income have the
greatest financial need for the benefit.
Discussion also ensued regarding removing barriers to meeting the future
Regional Housing Need Allocation requirements for affordable housing units to be
built in Santa Monica. Topics included raising the cap on the number of units that
trigger the review process, adding an additional floor to affordable housing
projects to increase density and reduce costs, and maintaining community
support for affordable housing.
B. PRESERVING OUR DIVERSITY (POD) PROGRAM
Discussion of possible changes to the Preserving Our Diversity Pilot 2 program,
including the definition of roommates, the subsidy limit for participant
households consisting of more than two persons, interim reexaminations, annual
increases, and rules applicable to participants in the POD 1 pilot program, and
possible action regarding recommendations to the City Council.
Discussion ensued regarding whether the definition of roommates should include
family members who certify that they’re only contributing rent and no other
support, and whether the guidelines from the second POD pilot should apply to
the participants in the first pilot.
Motion by Chair Soloff, seconded by Commissioner Bloch, that the same
recommendation made by the Housing Commission for POD 2 Pilot participants –
that in the absence of a solution to the fact that they’re losing CalFresh because
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they get the subsidy, that their subsidy be recalculated taking that out – be
extended to participants in the POD 1 Pilot.
AYES:
Commissioner Bloch , Commissioner Buchanan, Commissioner
Camner, Commissioner Flora, Vice Chair Hilton, Chair Soloff
NOES:
NONE
ABSTAIN:
NONE
ABSENT:
NONE
C. AFFORDABLE HOUSING OPPORTUNITIES FOR PICO NEIGHBORHOOD RESIDENTS
Discussion and possible action regarding prioritizing Pico residents for the City’s
affordable housing, and outreach and support with the application process for the
neighborhood.
Discussion ensured regarding displacement and gentrification in the Pico
neighborhood, and the subcommittee’s work on this issue.
Public input:
o Cris McLeod spoke regarding a letter from the Pico Neighborhood
Association.
o K.D. Gulko spoke regarding affordable housing needs.
o Catherine Eldridge spoke regarding the Pico neighborhood.
D. TIME OF DAY OF HOUSING COMMISSION REGULAR MEETINGS
Discussion of whether to change the current 4:30 p.m. start time for Housing
Commission meetings, and possible action to amend Commission bylaws.
Discussion ensued regarding whether the 4:30 Housing Commission meeting time
disincentives meeting attendance and commissioner applications from people
working inflexible 9 a.m. to 5 p.m. jobs.
Motion by Chair Soloff, seconded by Commissioner Bloch, to amend the bylaws to
start regular Housing Commission meetings at 6 p.m.
AYES:
NOES:
ABSTAIN:
ABSENT:

Commissioner Bloch , Commissioner Buchanan, Commissioner
Camner, Commissioner Flora, Vice Chair Hilton, Chair Soloff
NONE
NONE
NONE
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E. WORK PLAN
Discussion ensued regarding having a RHNA representative at the next meeting to
present on the housing issues that went in front of the Planning Commission.
6. HOUSING MANAGER’S REPORT
Housing Program Manager, Jim Kemper, reported:
• The City Council meeting on Nov. 12 will consider acceptance of the Senate Bill 2
grant awarded to the City regarding streamlining housing production.
• The City Council meeting on December 17 will consider important housing
production policy issues.
7. CHAIR/COMMISSIONER’S REPORT
• Vice Chair Hilton distributed a September 19 Social Services Commission letter
about the Providence Saint John’s Health Center expansion and the Commission’s
recommendation that the hospital consider funding the Preserving Our Diversity
program. He said the use of our Waiting List/“Local Preference” will benefit the
local hospital and their workforce.
8. ADJOURNMENT OF THE HOUSING COMMISSION
On the order of the Chair, the Housing Commission meeting was adjourned at 8:16
p.m.
The next regular Housing Commission meeting date is scheduled on Thursday, November
21, 2019 at 4:30 p.m.
ATTEST:

Michael Soloff
Chair, Housing Commission

Melinda Espinoza
Housing Commission Secretary
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DRAFT MINUTES
HOUSING COMMISSION
REGULAR MEETING
THURSDAY, NOVEMBER 21, 2019
KEN EDWARDS CENTER
6 P.M.

1. CALL TO ORDER: A regular meeting of the Santa Monica Housing
Commission was called to order by Chair Soloff at 6 p.m. on Thursday,
November 21, 2019, at the Ken Edwards Center, 1527 4th Street.
A. ROLL CALL
The following persons were recorded in attendance by the Recording
Secretary:
Present:

Commissioner Buchanan (arrived 6:09 p.m.), Commissioner
Camner, Commissioner Flora, Vice Chair Hilton, Chair
Soloff

Absent:

Commissioner Bloch

Also Present: Housing Manager Barbara Collins, Housing Program
Manager Jim Kemper, Senior Administrative Analyst Nigel
Wallace, Senior Administrative Analyst Anna Topolewski,
and Acting Commission Secretary Brandi Lockhart
2. PUBLIC INPUT
• Olga Zurawska asked a question regarding a resident advisory board.
• David Morris spoke regarding housing vouchers.
3. APPROVAL OF MINUTES
Approval of minutes for the October 17, 2019 Housing Commission meeting
was tabled until the December meeting.
5. ACTION ITEMS
A. HOUSING AUTHORITY ADMINISTRATIVE PLAN
Discussion and possible action providing input regarding proposed
discretionary revisions to the Housing Authority’s Administrative Plan.
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Presentation by Senior Administrative Analyst Anna Topolewski.
Members of the public Olga Zurawska and David Morris spoke regarding
the Administrative Plan.
Questions and discussion ensued regarding the Administrative Plan waitlist
priorities, challenges for voucher holders finding an apartment in Santa
Monica, a tenant advisory board, the grievance process, and the
populations that different voucher programs serve and how they’re funded.
Motion by Vice Chair Hilton, seconded by Chair Soloff, to recommend to
Council that, regarding Live-in Aide eligibility/work hours, the proposed
minimum 56 hours of work per week shall be reduced to the previous
policy, which is a 40-hour weekly work requirement. The motion was
approved by the following vote:
AYES:

Commissioner Buchanan, Commissioner Camner,
Commissioner Flora, Vice Chair Hilton, Chair Soloff
NOES:
NONE
ABSTAIN: NONE
ABSENT: Commissioner Bloch
Motion by Commissioner Flora, seconded by Chair Soloff, to adopt staff
recommendation to extend the search period from 60 days to 180 days to
reflect current challenges in the housing market.
Chair Soloff proposed a friendly amendment that, since the Housing
Commission can just make recommendations to Council, that they
recommend to Council that they adopt the staff’s recommendation.
The motion with the amendment was approved by the following vote:
AYES:

Commissioner Buchanan, Commissioner Camner,
Commissioner Flora, Vice Chair Hilton, Chair Soloff
NOES:
NONE
ABSTAIN: NONE
ABSENT: Commissioner Bloch
Motion by Chair Soloff, seconded by Commissioner Flora, to recommend to
Council that they replace the 25% trigger (for the owner-occupancy
decontrol Tier 1 preference) with if the tenant gets a rent increase that puts
them at 40% or more rent burden.
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AYES:

Commissioner Buchanan, Commissioner Camner,
Commissioner Flora, Vice Chair Hilton, Chair Soloff
NOES:
NONE
ABSTAIN: NONE
ABSENT: Commissioner Bloch
Motion by Chair Soloff, seconded by Commissioner Camner, to
recommend to Council that the remaining changes in the draft
Administrative Plan be accepted.
AYES:

Commissioner Buchanan, Commissioner Camner,
Commissioner Flora, Vice Chair Hilton, Chair Soloff
NOES:
NONE
ABSTAIN: NONE
ABSENT: Commissioner Bloch
4. DISCUSSION ITEMS
B. PRESERVING OUR DIVERSITY (POD) UPDATE
Update on the POD cash-based assistance program marketing and
outreach efforts and registration process.
Presentation by Senior Administrative Analyst Nigel Wallace.
Questions and discussion ensued regarding POD marketing on social
media and other channels.
A. FAIR HOUSING PLAN
Presentation by City’s consultant regarding an update on the status of the
draft Assessment of Fair Housing Plan, including discussion of strategies to
further fair housing, and feedback from the Commissioners and the public.
Presentation by Diane Glauber of the Lawyers’ Committee for Civil Rights
Under Law.
On order of the Chair, the Commission recessed and returned at 8:08 p.m.
Questions and discussion ensued regarding residency preferences, the
calendar for public comment on the plan, and exclusionary housing.
Member of the public Denise Barton spoke regarding fair housing
conditions.
C. HOUSING POLICY DISCUSSION
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Discussion continuing from the November 20, 2019 joint special meeting
with the Planning Commission on work efforts related to housing policy,
including preliminary findings from initial feasibility testing of potential
modifications to Affordable Housing Production Program requirements in
areas outside of Downtown.
Discussion ensued regarding the history of affordable housing policy in
Santa Monica, the speakers at the joint special meeting, and zoning.
5. ACTION ITEMS
B. WORK PLAN
Discussion of annual work plan and potential priorities, and possible action
setting long-range agenda and work plan.
No discussion of the work plan took place.
6. HOUSING MANAGER’S REPORT
Housing Manager Barbara Collins did not give a report.
7. CHAIR/COMMISSIONER’S REPORT
Vice Chair Hilton reported on the legacy and passing of Don Smith, who was
Executive Director of the LA City Housing Authority for 30 years.
8. ADJOURNMENT OF THE HOUSING COMMISSION
On the order of the Chair, the Housing Commission meeting was adjourned at
9:07 p.m.
The next regular Housing Commission meeting date is scheduled on Thursday,
December 19, 2020 at 6 p.m.
ATTEST:

Michael Soloff
Chair, Housing Commission

Brandi Lockhart
Acting Housing Commission Secretary
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ITEM 4B

Boston University College of Arts & Sciences
Department of Political Science
232 Bay State Road
Boston, Massachusetts 02215
T 617-353-2540 F 617-353-5508
www.bu.edu/polisci/

November 21, 2019

Dear Los Angeles Housing Commission,

I am an assistant professor of political science at Boston University and a faculty fellow at the
Boston University Initiative on Cities. I also serve on the editorial board of the Urban Affairs
Review. I specialize in housing policy, urban politics, and public policy, and have published
multiple peer-reviewed articles and a book in these areas. Enclosed please find information on
the relationship between market-rate housing and displacement.

The most recent evidence suggests that there is no negative displacement effect from new
market rate housing. Evan Mast (Upjohn Institute) uses address history data on 52,000
residents of large cities to show that new construction reduces demand (and thus rents) even in
the short-run with minimal displacement. 1 Economist Xiaodi Li (New York University) confirms
these findings using data from New York City; she shows that increased market rate housing
decreases nearby rents and sale prices. While new housing does attract new amenities, Li
shows that the supply effect is larger, leading to net reductions in rents and sale prices of
nearby units. 2

My own research shows that land use reform that facilitates the construction of market rate
housing is a critical part of housing reform. In isolation, building more will not alleviate the
housing crisis that many cities are facing. But, reforming land use to allow for new construction
1

https://research.upjohn.org/cgi/viewcontent.cgi?article=1325&=&context=up_workingpapers&=&seiredir=1&referer=https%253A%252F%252Fwww.google.com%252Furl%253Fq%253Dhttps%25253A%25
252F%25252Fresearch.upjohn.org%25252Fcgi%25252Fviewcontent.cgi%25253Farticle%25253D1325%
252526context%25253Dup_workingpapers%2526sa%253DD%2526sntz%253D1%2526usg%253DAFQj
CNEBdZbeiopl61PdiXZvFbgiiDC1g#search=%22https%3A%2F%2Fresearch.upjohn.org%2Fcgi%2Fviewcontent.cgi%3Farticl
e%3D1325%26context%3Dup_workingpapers%22
2

https://72187189-93c1-48bc-b596fc36f4606599.filesusr.com/ugd/7fc2bf_20026a3eb7c4499ca1de02ff7756602c.pdf

is a necessary first step. 3 Restrictive zoning as it stands reduces the housing supply,
concentrates development in disadvantaged communities, and prevents the promulgation of
market-rate and affordable housing alike. It also distorts local democracy, empowering an
unrepresentative group of older white homeowners to dominate conversations over land use. 4

Please do not hesitate to get in touch if you have any questions about these research findings.

Sincerely,

Katherine Levine Einstein
Assistant Professor
Department of Political Science
Boston University
617.353.6315
kleinst@bu.edu
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https://www.dataforprogress.org/homes-for-all
https://journals.sagepub.com/doi/full/10.1177/1078087419884644

The Privileged Few: How Exclusionary Zoning
Amplifies the Advantaged and Blocks New
Housing—and What We Can Do About It
Katherine Levine Einstein∗
September 9, 2019
Forthcoming at the Urban Affairs Review

Abstract
“Rethinking Exclusionary Zoning” provocatively claims that the movement to eliminate exclusionary zoning is misguided, and will create a worse set of social, economic, and political conditions than those currently produced by contemporary land use regulations. In this response,
I present several challenges to this claim. First, I demonstrate that “Rethinking Exclusionary
Zoning” misses the well-documented political harms wrought by exclusionary zoning. Second, I illustrate that “Rethinking Exclusionary Zoning” misidentifies the central problems and
solutions proposed by scholars and policymakers comprising the so-called “Anti-EZ Project.”
These advocates seek fair and equitable land use—not the elimination of all regulations—as
part of a broader housing policy agenda to increase the supply of housing in places that need
it. They do not view local land use reform as a panacea to urban inequality.

∗

Assistant Professor, Department of Political Science, Boston University. kleinst@bu.edu.

1

“Rethinking Exclusionary Zoning” tackles a timely subject of increasing scholarly and public
interest: exclusionary zoning and its relationship with housing and social justice outcomes. It
makes a provocative claim: that getting rid of exclusionary zoning—a policy goal sought by many
scholars and policymakers—would be a “cure [that] is clearly worse than the disease itself” (pp.
2). It cautions readers against handing the levers of power in urban development to developers and
market-oriented interests that drive urban politics’ growth machine (Logan and Molotch 1987).
There are several issues in “Rethinking Exclusionary Zoning” that lead me to recommend that
readers should not, in fact, “learn to love exclusionary zoning.” First, it understates the enormous
political harms wrought by exclusionary zoning, and how the political inequities engendered by
these regulations preclude the exact sort of pro-housing, pro-equality political movement that “Rethinking Exclusionary Zoning”proposes.
Second, the article misdefines the social problem that researchers comprising the so-called
“anti-EZ project” are trying to address. This leads the article to misidentify the most popular
proposed policy solutions as “deregulatory.” Instead, scholars and policymakers in this space are
trying to alter the contemporary regulatory regime to ensure that it better represents the interests of
the general public, rather than the most vocal and privileged segments of society. Moreover, they
do not, as “Rethinking Exclusionary Zoning” purports, believe that changing land use regulations
alone will serve as sufficient housing reform; rather, these scholars and policymakers view these
zoning changes as an important first step in a broader housing policy reform.
This response to “Rethinking Exclusionary Zoning” shows that land use regulations—rather
than serving as tools of democratic empowerment—amplify the voices of an advantaged group of
older, white homeowners overwhelmingly opposed to the construction of new housing. This potent
group of opponents fights market-rate and affordable housing alike, blocking the production of the
subsidized and affordable housing endorsed by “Rethinking Exclusionary Zoning.” I then outline
proposed responses to these inequities. Policymakers and scholars concerned about these political
inequalities—and their policy consequences—endorse a series of policy reforms at the state and
local levels to create more fair, equitable, and sustainable land use. These reforms stand to increase
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the production of housing in the places where we most need it. But, I argue, their reach—especially
in the most disadvantaged segments of the housing market—will be more limited as a consequence
of massive federal government disinvestment in this arena. They are a necessary, but insufficient
in isolation, policy reform.

Political Inequality and Exclusionary Zoning
Exclusionary zoning has a profound and distortionary effect on local politics. There is a rich political science literature that shows that the structure of public policies can have a substantial effect
on political participation. Sometimes, policies enhance participation by providing individuals with
the tools they need to participate, creating constituencies that seek to maintain their benefits, and
increasing trust in government (Campbell 2005; Mettler 2007). Other times, the picture is bleaker,
with public policies serving to depress political participation by reducing individuals’ resources
and trust in government (Weaver and Lerman 2010; Michener 2018; White 2019). Policies can
also amplify underlying participatory disparities; many efforts at electoral reform have succeeded
in increasing turnout—but, only among the most advantaged voters, thereby increasing participation gaps bewteen the rich and poor (Berinksy 2005; Burden et al. 2013).
What kind of participatory effects should we expect from exclusionary zoning? Land use regulations frequently trigger public hearings on local development projects, including many that are
quite modest in scope (Schleicher 2013; Einstein, Glick, and Palmer Forthcoming). Indeed, in
response to the developer excesses of urban renewal, American cities moved in the latter part of
the twentieth century to encourage neighborhood involvement as a standard part of development
review (Schleicher 2013). “Rethinking Exclusionary Zoning” makes a presumption that the neighborhood participation baked into land use regulations will serve as a participation-enhancer.
But, there is ample reason to expect the opposite. My work with David Glick and Maxwell
Palmer shows that these neighborhood forums create gross political inequalities in land use proceedings (Einstein, Palmer, and Glick 2019; Einstein, Glick, and Palmer Forthcoming). We outline
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a number of reasons that we should expect the voices heard at these ostensibly empowering forums
to be unrepresentative of the broader community. Canonical political science research predicts
generally higher political participation among advantaged residents (Schlozman, Verba, and Brady
2012). These forces are likely especially potent for homeowners eager to defend their property
values and exclusive access to public goods (Fischel 2001; Trounstine 2018).
Moreover, the racist origins of zoning (Rothstein 2017; Trounstine 2018) may prove especially
dissuasive to residents of color. Negative state-citizen interactions can reduce trust in government, and thus political participation (Weaver and Lerman 2010; Michener 2018; White 2019).
The impact of racially exclusionary zoning and land use regulations is more indirect than that
of the American carceral state (Weaver and Lerman 2010; White 2019) and Medicaid (Michener
2018)—two policy areas where these depressive participatory effects have been well-documented.
Nonetheless, we might expect the racist history of America’s land use regime to decrease trust in
local govenrment, thereby depressing turnout among residents oof color.
My data analysis (with David Glick and Maxwell Palmer) reveals disparities that are normatively troubling and startling in their magnitude (Einstein, Palmer, and Glick 2019; Einstein, Glick,
and Palmer Forthcoming). “Rethinking Exclusionary Zoning” contends that “the mobilized inhabitants fighting development in their neighborhoods or communities are seen [emph. added] to be
generally unrepresentative of the community’s political will” (pp. 26). These disparities are not
simply a matter of perception; they are clearly and empirically documented.
We assemble a novel data set of participants in all planning and zoning board meetings across
a three-year period in 97 cities and towns in Massachusetts. These towns cover a wide spectrum
of communities, from racially diverse, socioeconomically disadvantaged cities, to small, homogenous, and affluent suburbs. Perhaps most importantly, they encompass a range of housing markets,
from booming metropolitan Boston communities to struggling central Massachusetts former industrial cities. We collect the names and addresses of all commenters who participated in planning
and zoning board meetings about the construction of more than one housing unit; these meetings
featured both affordable and market-rate housing developments. The availability of addresses—an
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unusual feature only consistently available in Massachusetts—allowed us to merge this database
of meeting participants with administrative data from the Massachusetts voter file and CoreLogic property records to learn detailed demographic information about these individuals (Einstein,
Palmer, and Glick 2019; Einstein, Glick, and Palmer Forthcoming).
Table 1 displays compares meeting participants to all voters (Einstein, Palmer, and Glick 2019;
Einstein, Glick, and Palmer Forthcoming). Meeting commenters are significantly more likely than
voters to be older, homeowners, men, and white. The disparities by age and homeownership status
exceed 20 percentage points. The racial differences were also sizable; Latinos comprised eight
percent of voters, but only one percent of meeting commenters in these cities and towns. All of
these differences hold when we employ more rigorous statistical models controlling for individuallevel and community-level traits. Moreover, the comparison group we employ is voters; many of
these disparities would likely be even more sizable when compared to the general public (Einstein,
Palmer, and Glick 2019; Einstein, Glick, and Palmer Forthcoming). Importantly, these trends hold
across a variety of socioeconomic contexts. Within disadvantaged neighborhoods and localities,
the most privileged voices are the ones participating in these land use forums. There was not a
single community in which land use institutions empowered the socioeconomically disadvantaged
or underrepresented minorities. In all communities—rich and poor, diverse and homogeneous—
older, white, homeowners dominated land use proceedings.
Table 1: Demographic Differences Between Commenters and All Voters

Demographic

% of Commenters

% of Voters

Difference

Women
Democrats
Whites
Age>50
Homeowners

43.3
32.0
95.0
75.0
73.4

51.3
31.7
86.7
52.6
45.6

-8.0
0.2
8.2
22.4
27.8

Differences on gender, race, and homeownership are statistically significant; there is no difference for
Democrats (or any other party). Table reprinted from Einstein, Glick, and Palmer (Forthcoming)

.
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What’s more, the participants in these land use forums were overwhelmingly and disproportionately opposed to the construction of new housing—both affordable and market-rate. A striking
63 percent of meeting commenters were opposed to the construction of new housing; a mere 14
percent showed up in support of the construction of new housing (Einstein, Palmer, and Glick
2019; Einstein, Glick, and Palmer Forthcoming). This opposition persists in the face of a variety
of project types. Moreover, few individuals opposed these projects on the “neoliberal” grounds
frequently highlighted by “Rethinking Exclusionary Zoning;” only six percent of opponents cited
affordability as their reason for opposing a proposed development (Einstein, Palmer, and Glick
2019; Einstein, Glick, and Palmer Forthcoming). These meeting participants are not, for the most
part, using neighborhood planning institutions to enhance community affordability or redistribute
resources.
This potent opposition stands in stark contrast to strong community-level support for affordable
housing. In 2010, Massachusetts held a referendum on a piece of affordable housing legislation
called Chapter 40B. In communities where less than 10 percent of the housing was affordable,
the law permits developers to bypass local zoning, so long as they are building a development in
which at least 25 percent of the housing units were affordable. We compare town-level support for
Chapter 40B with the proportion of town-level commenters who expressed support for new housing developments (Einstein, Palmer, and Glick 2019; Einstein, Glick, and Palmer Forthcoming).
Figure 1 displays these results.
In every community, support among voters for Chapter 40B exceeded support among meeting
commenters for specific housing developments. It is not—as “Rethinking Exclusionary Zoning”
purports—“the Anti-EZ Project’s deregulatory land use agenda” that the mass public opposes,
but rather the construction of more housing—market-rate and subsidized—in their neighborhoods
(Hankinson 2018; Marble and Nall 2017; Einstein, Palmer, and Glick 2019). Indeed, in Massachusetts, the state-level preemption of local zoning garnered 57 percent of the state vote in a
midterm election.
The motivation of these local development opponents makes sense. New housing comes with
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Figure 1: Support for 40B Referendum. Figure reprinted from (Einstein, Glick, and Palmer Forthcoming)
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concentrated costs to neighbors. In contrast, the benefits are quite diffuse (Fischel 2001; Hankinson 2018; Marble and Nall 2017; Einstein, Palmer, and Glick 2019). These data make it hard to
understand where the “mobilized and democratically empowered local communities” who “employ a full range of public/community-controlled regulatory powers towards the construction of
a robust affordable housing and anti-poverty/anti-inequality urban policy agenda” (pp. 33) will
come from. In no city in which these data were collected did such a coalition emerge at public
meetings—even when highly subsidized housing developments were on the docket. Individuals
may support affordable housing in the abstract, but not when there is a specific project proposed in
their neighborhoods.
Moreover, poor communities are disadvantaged in land use politics on multiple dimensions.
They frequently lack the regulatory tools that wealthier communities are able to employ to their
advantage to stop development (Gabbe 2018). Even when they do have these regulatory tools,
the proceedings are dominated by the most advantaged, who wield their influence to fight all development. What’s more, Levine’s (2017) work shows that, even when disadvantaged groups do
mobilize—using community defense as their justification—their words (unlike those of more advantaged NIMBYs) are largely ignored by political actors. These factors jointly spur the troubling
gentrification and uneven land use that “Rethinking Exclusionary Zoning” rightly condemns. They
concentrate new housing in locations that lack the regulatory features and turnout to participate
(Einstein, Glick, and Palmer Forthcoming). Privileged communities are politically protected from
development, while disadvantaged communities bear the brunt of new construction.
Neighborhood participation in land use sounds good in principle—and, as such, has been a cornerstone of urban planning (Arnstein 1969; Fung 2006; Brabham 2009). But, in housing politics,
it in practice acts contrary the very forces that “Rethinking Exclusionary Zoning” purports to support. Rather than amplifying the voices of the underrepresented, these neighborhood forums have
empowered privileged white homeowners to defend their communities. In cities large and small,
rich and poor, diverse and homogeneous, the most advantaged dominate land use proceedings.
These participatory inequalities also pose some important normative obstacles to “Rethinking
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Exclusionary Zoning’s” claims about who has rights to the city. What if we somehow obtained
universal participation in these forums? This would clearly be better than the current system. But,
it still privileges the voices of current residents. Should we be privileging these voices? In contexts
where communities are under heavy threat of gentrification, this feels less normatively problematic,
with participatory forums acting as a bulwark of minority rights (Guinier 1994). But, in many
communities, this type of system effectively allows current residents of affluent neighborhoods to
block newcomers, locking in their privilege. Moreover, such a system excludes those who have no
fixed place of residence, such as the homeless or migrants.
Perhaps, in response, we might devise a system where all residents or prospective residents
could participate in land use planning. But, it is unreasonable to expect people to learn about
every possible land use decision. Moreover, those living outside of a community may not feel
that their voices will matter as much to community residents or elected and appointed officials.
Information and efficacy are both important drivers of political participation (Shingles 1981; Finkel
1985; Lassen 2005), leaving these “outside” groups less likely to participate in land use politics,
even if theoretically welcome.

Understanding the Housing Crisis
Exclusionary zoning engenders profound political inequalities. It also—in part through these political processes—has a substantial effect on the housing market, limiting the overall supply and
spurring a sizable increase in housing costs. (Quigley and Rosenthal 2005; Glaeser, Gyourko, and
Saks 2005; Gyourko, Saiz, and Summers 2008; Glaeser and Ward 2009; Schuetz 2009; Glaeser
2011; Gyourko and Molloy 2014; Goodman and Pendall 2016). This is not, however, the central
social cost on which “Rethinking Exclusionary Zoning” focuses. The article notes that “the list
of societal ills seen to be caused by EZ is as long as its supposed harms are deep” (pp. 3). It,
however, then focuses almost entirely on economic and racial segregation as the chief ills wrought
by exclusionary zoning. It observes, “It is the supposed effects of this segregation that drives the
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Anti-EZ Project to vilify EZ most severely” (pp. 3). Exclusionary zoning regulations were written
with class- and race-based segregation in mind—and they succeeded, alongside federal policy and
private markets, in their aims (Rothstein 2017; Trounstine 2018). This segregation has a profound
effect on economic opportunities, health outcomes, our perceptions of other community residents,
and the quality of local public goods, from schools to sewers (Chetty, Herdren, and Katz 2016;
Butera 2018; Sandel et al. 2018; Rothwell 2018; Enos 2018; Trounstine 2018). Even if we curtailed exclusionary zoning, however, racial and economic segregation would no doubt persist—it
is a multi-faceted problem that defies single-pronged fixes at any level of government. Thus, if the
sole aim of opponents of exclusionary zoning were to significantly mitigate economic and racial
segregation by reforming land use alone, I agree that the movement would be, at a minimum,
overly optimistic in the projected efficacy of their policy remedy.
However, most of the researchers who criticize exclusionary zoning contend that restrictions on
the construction of multifamily housing are detrimental because they have contributed to exploding
housing costs across the country—especially in communities with large numbers of employment
opportunities (Glaeser 2011; Schleicher 2013) and high quality public goods (Schuetz 2009)—by
restricting the supply (Quigley and Rosenthal 2005; Glaeser, Gyourko, and Saks 2005; Gyourko,
Saiz, and Summers 2008; Glaeser and Ward 2009; Schuetz 2009; Glaeser 2011; Gyourko and Molloy 2014; Goodman and Pendall 2016). Indeed, when scholars note costs to developers, they do
not, for the most part, view developers’ social and economic interests as quantities of interest in
their own right; rather, they theorize and estimate developer costs because these costs are passed
along to consumers (Glaeser and Ward 2009; Schuetz 2009; Einstein, Glick, and Palmer Forthcoming). When development becomes more expensive, less housing—and less multifamily housing,
in particular—is produced, leading to an increase in housing prices.
On top of these substantial economic costs, the failure to construct enough high-density housing
is a significant obstacle to sustainable urban growth in the face of climate change (Glaeser 2011;
Environmental Protection Agency 2017). Indeed, as a recent New York Times op-ed observed, “In
order to solve the climate crisis, we have to solve the housing crisis” (Wiener and Kamenn 2019).
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“Rethinking Exclusionary” instead makes the case that we can somehow address a growing need
for housing and sustainability with a “the pursuit of de-growth or a post-growth or a steady-state
economy,” (pp. 22) though it is unclear how this would operate in a national and global context that
continues to feature population growth and urbanization. Places with more land use regulations of
all types produce less multifamily housing, reducing community affordability and environmental
sustainability (Glaeser and Ward 2009; Einstein, Glick, and Palmer Forthcoming).

A Deregulatory Solution?
“Rethinking Exclusionary Zoning” misidentifies the central problem of great concern to the “AntiEZ Project;” this leads it to confuse the purported solution. “Rethinking Exclusionary Zoning”
claims that the central thrust of the “Anti-EZ Project” is a deregulatory one, involving the elimination of all land use regulations.1 This characterization belies a diversity of policy approaches
in this movement. Most observers concerned about the deleterious effects of land use regulations
on the housing market want to see the construction of more multifamily housing—in many cases
affordable and subsidized multifamily housing—and support regulatory tools that allow cities to
accomplish these aims. This goal requires changes in land use regulations—not necessarily their
elimination.
Many in the “Anti-EZ Project” support eliminating single-family zoning—in which only singlefamily homes, often on large lots, can be built—replacing this regime with a regulatory approach
that incentivizes the construction of multifamily housing (Yglesias 2014; Grabar 2018). Some
offer specifics on how this might be accomplished equitably through additional regulation. Schleicher (2013) proposes imposing stringent limits on city downzoning (zoning an area for less dense
usage, such as changing a multifamily district into a single-family district). He suggests cities have
“targeted growth (or shrinkage) in the number of available housing units;” until they meet said tar1

Indeed, “Rethinking Exclusionary Zoning” claims that this deregulatory approach has already been attempted
in Houston. While Houston famously does not have a zoning code, it does feature significant land use regulations,
including stringent minimum lot-size requirements for single-family homes, minimum parking requirements, and
restrictions on the construction of townhouses (Lewyn 2005; Schleicher 2013).
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get, “no downzonings would be allowed” (pp. 1721) (see also Mills and Schleicher (2011)). Mills
and Schleicher (2011) outline a number of protective steps to ensure that such a measure does
not drive development into politically weak areas, while politically powerful areas remain protected. Other regulatory possibilities include facilitating development via upzoning—zoning areas
for higher density housing—while imposing substantial impact fees, in which developers pay for
the increased demand for public services generated by their development (Schleicher 2013; Fennell
2014). Others endorse inclusionary zoning, in which a pre-determined percentage of housing developments above a certain size must be subsidized in perpetuity (Mukhija et al. (2010), though see
Ellickson (1981); Powell and Stringham (2005); Schuetz, Meltzer, and Been (2011) for evidence
that inclusionary zoning does not reduce housing hosts).
There are, no doubt, some members of the “Anti-EZ Project” who endorse a purely deregulatory agenda. “Rethinking Exclusionary Zoning,” however, mischaracterizes the “Anti-EZ Project”
movement as a misinformed “neoliberal” monolith, rather than a diverse collection of scholars and
practitioners who endorse (and debate) a wide variety of regulatory proposals. While “Rethinking
Exclusionary Zoning” acknowledges some movement interest in inclusionary zoning, it describes
these policies as “a hybrid form of neoliberal urbanism,” (pp. 11) framing the accompanying measures, such as permitting multifamily housing “by right” as deregulatory and market-oriented. In
this vein, it presents an overly simplified picture of this complex policy arena.
A second set of solutions promulgated by the “Anti-EZ Project” center on state-level preemption. “Rethinking Exclusionary Zoning” highlights one that was perhaps least cognizant of spatial
inequalities and unequal patterns of land use—the failed SB 827 in CA. SB 827 proposed allowing
higher-density development—far beyond what was permitted by most local zoning codes—in areas
proximal to transit stations. Importantly, this state-level preemption did not take into account the
wealth of neighborhoods or municipalities that would be subject to state-induced upzoning. Notably, SB 827 failed because it did not acknowledge these spatial inequalities and uneven land use
patterns (Shaw 2018; Einstein, Glick, and Palmer Forthcoming). State-level preemption that targets
affluent communities and mandates the production of affordable housing—such as Massachusetts’
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Chapter 40B—is, in contrast, significantly more popular with affordable housing advocates.
For many of these researchers and policymakers, land use reform at the state and local level
is part of a multi-pronged progressive housing agenda. Data for Progress’ “Homes for All: The
Progressive 2020 Agenda for Housing” outlines the case succinctly. Before policymakers can
“build millions of homes through publicly owned and other affordable social housing,” they must
first “end racist exclusionary zoning” (Harrison and Kraemer 2019). Without changes to local land
use regulations, local, state, and federal governments simply cannot build public and subsidized
housing, even when they are inclined to make such investments. Importantly, these advocates do
not push for land use reform alone as a solution to urban housing crises. Baca and Lebovits (2019)
note: “It isn’t news to those who work on the issue that simply changing a few elements of a zoning
code within a small area would not, in isolation lead to new housing that’s affordable, nor make
existing housing more affordable by creating more supply. Advocates recognize that reforming
zoning on its own is not, has never been, and never will be a silver bullet.”
These policies would help address a significant housing shortage and allow for sustainable
housing growth. They may also help to redress significant socioeconomic and racial segregation
and disparities, though here, their contributions will likely be more modest because of the broader
scope of the problem and the recalcitrance of the most efficacious government partner. Indeed, at
least some of these scholars—especially the “progressive” wing—seek these local- and state-level
policies not because they believe them to be the most effective tools for redressing spatial inequality out of the full menu of options; it is because they are feasible. Sizable redistribution is most
effectively accomplished at the federal level (Peterson 1981). Federal policy, however, is heavily
constrained by high (and growing) levels of partisan polarization (McCarty, Poole, and Rosenthal 2006; Abramowitz 2010). Republicans currently control key branches of the federal government, making ambitious, progressive, urban-oriented initiatives unlikely (Dreier, Mollenkopf, and
Swanstrom 2004). Moreover, American housing policy has experienced decades of federal disinvestment and retrenchment (Goetz 2013). Indeed, “Rethinking Exclusionary Zoning” contends:
“It is thus a far more sustainable solution (both socially and economically) to manage uneven ne-
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oliberal growth patterns properly in the first place, rather than cleaning up the mess after-the-fact
by promoting additional growth in affluent suburbs (via Anti-EZ measures)” (pp. 22). I am sure
that many in the “Anti-EZ project” agree that pursuing a different set of urban policies in the 1950s
would have been preferable; but, given the many constraints presently facing massive federal investments in urban housing, the more modest state- and local-level approaches promulgated by the
“Anti EZ-project” represent promising and feasible—though more limited—alternatives.

Federal Retrenchment and the Housing Crisis
While scholars and policymakers can disagree about what precise mix of market-rate and subsidized housing is necessary to address the housing crisis, the unambiguous reality is that in many
communities we need more housing, and that existing residents—especially homeowners—do not
favor housing in their own communities. Indeed, building the publicly subsidized housing that
“Rethinking Exclusionary Zoning” and I both agree is desperately needed is rendered virtually
impossible by neighborhood opposition empowered by land use regulations. These regulations are
in every bit as much force—likely even more so (Tighe 2010)—when the developer in question is
a non-profit organization proposing affordable housing.
Where “Rethinking Exclusionary Zoning” and I agree is in the need for a strong political movement to push for progressive land use and housing policy. The article portrays the anti-EZ movement as viewing “the cause of massive levels of both inequality and inefficiency” (pp. 5). “The
cause [emph. added]” is an oversimplification; scholars and activists in this movement view land
use regulations as a critical impediment to equitable housing policy. They push for sensible land
use as part of a broader movement about building our cities more densely, affordably and sustainably. “Rethinking Exclusionary Zoning” contends: “The Anti-EZ project is, at its core, about a
particular means to get affordable housing built (neoliberal market deregulation), rather than about
the fight for affordable housing more broadly (including strong non-market measures)” (pp. 12) It
is, indeed, the case, that the “Anti-EZ Project” endorses a specific set of policy tools; but, I would
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argue that connecting a movement with achievable and effective aims enhances its likelihood of
success.
At some level, these debates feel like we are fighting over scraps because of massive retrenchments at the federal level. More equitable and just local land use policy must be a part of this
conversation. Even if the federal government starts massively funding housing—not an especially
likely outcome in the contemporary polarized climate—we will not be able to build enough of it
if we do not reform local land use policy. But, the private market and state and local subsidies,
alone, will not provide enough housing for those who find themselves on the low end of the income
and wealth distributions. For those broader social challenges, we need a return to strong central
government support of housing. Moreover, many individuals are unable to secure housing not because of high local housing costs, but because of insufficient incomes (Murray and Schuetz 2018).
Here again, we need strong economic development policy oriented towards the production of more
living wage jobs.
These broader economic and political battles notwithstanding, the fight against land use regulations that empower the advantaged is one still worth fighting. Indeed, substantial government interventions in the housing market—such as public housing and Low Income Housing Tax Credits—
are stymied by privileged neighborhood groups amplified by land use institutions (Tomlinson 2019;
Harrison and Kraemer 2019). As a recent Nation article observes, “While by no means a panacea,
increasing the density of America’s cities is a prerequisite for any remotely left-leaning vision fo
the future” (Schneider 2019). Increasing density alone will certainly not be enough to address critical affordability, equity, and environmental challenges facing many American cities. It is, however,
a critical part of these important struggles.
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Does Luxury Housing Construction Increase
Rents in Gentrifying Areas?
Brian Asquith, Evan Mast, and Davin Reed

Motivation
• Housing costs are rapidly rising in many large cities and central neighborhoods
• Potential solution: build more housing
• But story may be more complicated than standard supply/demand models
• Induced demand hypothesis:
• If new housing supply improves neighborhood amenities, this could further increase
demand for the area, causing housing costs to increase
• Particularly relevant in gentrifying areas, barrier to new housing construction
• Little to no empirical evidence on whether induced demand exists
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Concerns of induced demand influence housing policy

Induced demand is plausible
• Economists have generally not taken induced demand seriously
• However, recent research suggests neighborhood amenities are highly valued and
endogenously determined
• Guerrieri, Hartley, and Hurst (2013), Albouy and Stuart (2018), Diamond (2016)
• Implies that changes in neighborhood composition can change amenities, and these
amenities are important enough to change demand
• Whether induced demand exists is an empirical question
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Data and methods
Data
• Newly constructed apartments: hand-collected new apartment construction data
• Rents: listing-level rental prices from HotPads (rental arm of Zillow Group)
• Migration: household address histories from Infutor
• Span at least 2012-2018, contain exact locations, cover 11 major cities
Methods
• Spatial difference-in-difference:
• Before vs. after completion of new building
• Within 200 meters vs. 200 to 800 meters from new building (city blocks)
• Triple difference with placebo neighborhoods:
• Placebo = location of future apartment construction

Preview of findings
1. New construction decreases listed rents within 200m of new building relative to listings
200-800 meters away
a. About $200 per month on average
b. This pattern does not appear in placebo neighborhoods
2. New construction increases in-migration from rich areas, but by less than the increase in
supply
a. Number of rich in-migrants to other buildings near new construction decreases by
about 15% relative to placebo neighborhoods
b. Likely mechanism for observed rent decreases
2. Overall, evidence that new apartment construction does not increase nearby prices
a. Caveats: short-run estimates, average effect
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Our contributions
1. Estimate the effect of new construction on nearby housing costs
a. To our knowledge, no existing well-identified reduced form estimates of this
elasticity
b. Caveat: we study only luxury multifamily buildings in gentrifying areas
2. Show how changes in migration drive the effect on housing costs
3. Find evidence suggesting that induced demand from new housing construction does not
raise rents in gentrifying areas
a. Caveat: this effect is local to the types of neighborhoods where developers currently
have built new buildings.

Overview
1. Rental Analysis
a. Data
b. Empirical Strategy
c. Results
2. Migration Analysis
a. Data
b. Empirical Strategy
c. Results
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Rental Analysis

Rental Data and Summary
Statistics
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Data on new apartment construction
1.

Hand-collected data on luxury apartments from 11 major, strong market cities
a. 100 buildings per city
b. Exact address, date constructed, number of units

2. Focus our analysis on isolated buildings: no other luxury building within 500 meters
a. Proxy for gentrifying areas
3. Treatment buildings: 52 isolated buildings constructed 2014-2016
4. Control buildings: 49 isolated buildings constructed 2017-2018
a. Study the pre-construction period where buildings have not yet affected market

Characteristics of treatment and placebo neighborhoods
1. Similar upwards trends in rent, age of housing stock, and education in tracts around
treatment and control buildings leading up to study period
a. Upward trajectory and lack of other luxury buildings suggest gentrifying areas
2. However, both treatment and placebo areas already wealthier than city average
a. Suggests that new complexes tend to be built in later stages of gentrification
b. Future work will study buildings in different neighborhood types separately,
explore different definitions of gentrification
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Rent and housing stock in treatment and placebo

1. Data from Census 2000 long form, ACS 2005-2009, and ACS 2009-2013
2. Characteristics of tract containing new building
3. Note this time series ends before our buildings are completed

Data on rental prices
1.

Provided by HotPads (rental arm of Zillow Group)
a. Includes listings from Zillow, Trulia, StreetEasy, and HotPads
b. Includes 11 major metropolitan areas covering 2012-2018
• Atlanta, Austin, Chicago, Denver, Los Angeles, New York City, Philadelphia,
Portland, San Francisco, Seattle, and Washington, D.C.

2. Data is at the listing level
a. Observe price, address, date of posting, and bedroom count
b. About 700,000 units within one kilometer of luxury building
3. Subset of total listings
a. Buildings with less than 50 units
b. Unpaid (includes almost all buildings with less than 50 units)
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Rent versus distance to new building, before/after completion
• Rent increases less in units near
the new construction
•

Demeaned version

• Consistent with new apartments
reducing demand for surrounding
area
• Notes:
• Includes listings near 52 isolated new
buildings
• Completed 2014-2016
• No other luxury apartment complex
within 500 meters
• Excludes listings in new building

Rentals value data provided by HotPads. The results and opinions are those of the authors and do not reflect
the position of HotPads.

Rent versus distance to new building, comparison to placebo group
• This pattern is not true in a
placebo group—the areas around
future construction
•

Demeaned version

• These placebo areas appear to be
otherwise similar to treated areas,
suggesting that the lower price
growth near the new buildings is
not driven by other factors
• Notes:
• Treated=isolated buildings completed
2014-2016 (52)
• Placebo=isolated buildings completed
2017-2018 (49)
• Excludes listings in new building

Rentals value data provided by HotPads. The results and opinions are those of the authors and do not reflect
the position of HotPads.
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Rental Empirical Strategy

Approach 1: Spatial diff-in-diff/event study
• Compare rent in units near/far from new building before/after construction
• Restrict to isolated buildings (no other construction within 500 meters)
• Include buildings completed in 2014, 2015, 2016
• Use years-to-treatment dummies to observe dynamics
• Use indicator for new building as treatment, or indicator scaled by # new units
• Details
• Time trend at (New building)*(bedrooms in unit)*quarter level
• Cluster errors at building/bedroom/quarter level
• Weight each new building equally
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Specification for spatial event study
Rent in listing i in quarter t is given by:

Rent it = γrbt+ ∑k=−3 to 3 βk∗I it(years to treatment = k)] + εit
Where:
1. Treated group is listings within 200 meters of new construction
2. Control group is 200-800 meters
3. γrbt is a bedroom-quarter-nearby building fixed effect.
4. Only listings near 2014-2016 buildings are included
Identification assumption: In the absence of construction, rent would have
changed in parallel in near vs. far areas

Approach 2: Triple-difference
1. Add an additional difference to the previous setup:
a. Compare the gap between near/far units by actual 2014-2016 construction to
the gap between near/far units by future 2017-2018 construction
b. This relaxes previous identification assumption:
a. Accounts for time-varying omitted variables that affect both areas near 20142016 and areas near 2017-2018 construction
c. Essentially embeds a placebo test to previous regression

10

12/12/2019

Specification for triple difference
Rent in listing i in quarter t is given by:

Rent it = γrbt+αnt

∑k=−3 to 3 βk∗I it(years to treatment = k)]+ εit

Where:
1. Treated group is listings within 200 meters of 2014-2016 construction
2. Listings near 2014-2018 construction are included
3. γrbt is a bedroom-quarter-nearby building fixed effect
4. αnt is a within-200-meters-quarter fixed effect
Identification assumption: In the absence of construction, the rent differential in the inner vs. outer
ring would have changed in parallel in areas near 2014-2016 and 2017-2018 construction.

Results on Rental Prices
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Within 200 m vs. 200-800 m from new construction
• Trends in rents appear to change
around the year a new building is
completed
• Rents within 200m were
previously increasing faster, but
opposite is true after construction
• Notes:
• Treatment is 0-1
• Includes 52 isolated new buildings
• Completed 2014-2016
• No other luxury apartment complex
within 500 meters
• Excludes listings in new building

Rentals value data provided by HotPads. The results and opinions are those of the authors and do not reflect
the position of HotPads.

Event study with scaled treatment variable
• The pattern is similar when
treatment variable is scaled by
number of units in new building
• Notes

• Treatment scaled by # units in new
building
• Includes 52 isolated new buildings
• Completed 2014-2016
• No other luxury apartment
complex within 500 meters
• Excludes listings in new building

Rentals value data provided by HotPads. The results and opinions are those of the authors and do not reflect
the position of HotPads.
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Near vs. far event study in treated versus placebo areas
• Rents in the inner ring
continued to grow faster than
the outer ring in placebo areas
• Suggest the difference in
treated areas was not driven
by other factors

• Blue dots show DD with 20142016 construction
• Red dots show same DD with
2017-2018 construction

Rentals value data provided by HotPads. The results and opinions are those of the authors and do not reflect
the position of HotPads.

Coefficients from triple-difference event study
• Each coefficient shows the
difference between the near-far
gap in treated areas and the nearfar gap in placebo areas (blue –
red from previous figure)
• Areas near the new construction
see prices decline after building is
completed
• Notes:
• Treatment is 0-1
• Treated=isolated buildings completed
2014-2016 (52)
• Placebo=isolated buildings completed
2017-2018 (49)
• Excludes listings in new building

Rentals value data provided by HotPads. The results and opinions are those of the authors and do not reflect
the position of HotPads.
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Are underlying trends different in areas around 20142016 vs. 2017-2018 construction?
1. It could be that earlier construction indicates stronger upward trends in the area.
a. Our results would then understate the true effect of new construction.
2. Alternatively, it could be that areas near earlier construction were in later stages of
gentrification, and rent increases would have slowed down anyway.
a. Our results would then overstate the true effect of new construction.
b. Future work: study timing of developments in more detail to investigate story
i. Demographics surely matter, but many idiosyncratic frictions to development
3. Parallel trends in pre-period support our identification assumption.

Migration Analysis
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Migration Data and Summary
Statistics

Data on migration
1. Migration data from Infutor Data Solutions
a. Household-level address histories
b. Constructed from various public and private sources, sold for targeted advertising
c. First used in Diamond, McQuade, and Qian (2018) paper on rent control
2. Construct measures of in- and out-migration
3. Restrict to 102 isolated buildings completed since 2013
4. Restrict to area within 800 meters of building
5. Consider years since 2000
3. 1,078,000 total moves (about 515 per building per year)
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Migration from rich tracts to areas within 200 meters of new buildings
• More people from rich tracts move to
the area after construction, but the
increase is absorbed by the new
building.
• Net migration = net of new building
• Results are similar when we use
earlier buildings and look at longer
post-period
•

Link to early building results

• Notes:
• Rich tracts = median income > $75,000
• Buildings = isolated, completed 20142016
• Y-axis is normalized by the average
number of arrivals to within 200m of
building over 2010-2017 time period

Migration Empirical Strategy
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We compare treated buildings to placebo group using a DD specification
Migration within 200 meters of building i in year t is given by:
Migration it = γt+ α𝑖
Where:
1.
2.
3.
4.
5.

β∗I it(after treatment) +εit

Treated group is buildings completed 2014-2016
Placebo group is buildings completed 2018
γt is a year fixed effect
αi is a building fixed effect
Cluster errors at building level

β is coefficient of interest—differential change in migration near constructed buildings
Identification assumption: In the absence of construction, migration would have changedin
parallel in treated and placebo groups
Note: Here we start with treatment vs. placebo comparison, whereas rents started with near vs. far.

Results on Migration
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Graphical comparison to migration from rich tracts to placebo group
• Suggestive evidence that net
migration to area is lower than it
would be without the building
• Net migration = net of new building
• Includes migrants within 200m of
new building
• Notes:
• Treated=2014-2016 buildings
• Placebo is 2018 buildings
• X-axis is mislabeled for placebo—
values are for years 2010-2018
• Rich tracts = median income > $75,000

Diff-in-diff suggests that building increased gross arrivals, decreased net

Gross change in rich
arrivals within 200m
Net change in rich
arrivals within 200m

Level
11.36**
[2.13]
-10.62**
[2.21]

Log
0.43***
[3.72]
-0.15*
[1.78]

• Each cell shows β from a separate regression with a different dependent variable
• t-stat in brackets
• As suggested by graphs, gross migration from rich tracts increases after construction,
but net-of-new-building migration decreases
• Years-to-treatment graphs suggest parallel pre-trends
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How local is the effect?
Area
200-800 meters from
building
0-200 meters from
building

Net Rich Arrivals, Level

-22.23
[0.77]
-10.62**
[2.21]

Net Rich Arrivals, Log
-0.04
[0.98]
-0.15*
[1.78]

• The first row repeats specification from previous slide using arrivals to outer ring. Second
row shows inner ring results from previous slide.
• There’s a much bigger proportional change for the immediate area than the outer ring
• Consistent with rent results where rents decreased more in the immediate area
• Years-to-treatment graphs suggest parallel trends

Migration from poor tracts to areas within 200 meters of new buildings
• Suggestive evidence that new
building increases in-migration from
low-income tracts

• Notes:
• Treated=2014-2016 buildings
• Placebo is 2018 buildings
• X-axis is mislabeled for placebo—values
are for years 2010-2018
• Poor tracts = median income < $50,000
• Net migration = net of new building
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Repeat treatment vs. placebo DD with arrivals from poor tracts
Gross change in poor
arrivals within 200m
Net change in poor
arrivals within 200m

Level
4.15***
[2.9]
-0.11
[0.1]

Log
0.58***
[4.5]
-0.012
[0.1]

• Each cell shows β from a separate regression with a different dependent variable
• t-stat in brackets

• Gross migration from poor tracts increases, net migration is unaffected
• Migrants may not actually be low-income. But even if not, they may be
vacating affordable units in low-income areas (see Mast 2018)

Robustness
1. Migration results are extremely similar for radii from 200-400 meters
2. Total migration follows same pattern as migration from rich tracts
3. Results also similar when relaxing criteria for “isolated” buildings
4. Our rent results fade out as radius approaches to 400 meters
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Conclusion
1. We find strong evidence that induced demand does not increase rent
a. New construction decreases nearby rents relative to what would occur absent new
construction
b. Migration from rich areas to area around building increases by less than increase in
supply
2. Policies that limit new construction in an attempt to prevent gentrification may be
counterproductive
a. Caveat: Our sample of new buildings is on average in late stages of gentrification

Future additions
1. Effects on original resident out-migration and net in/out migration
2. Heterogeneity by neighborhood characteristics
a. Different definitions of gentrification
b. Different stages of gentrification
3. Heterogeneity by characteristics of new building
a. Do results depend on how similar new building is to existing housing stock?
(segmented housing search)
4. Effects on nearby home prices
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Thank you!

Appendix Slides
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Demeaned price versus distance to new complex, before/after completion
• Includes 52 isolated new
buildings
• Completed 2014-2016
• No other luxury apartment
complex within 500 meters
• Rents demeaned at the
building/year/bedroom level
• Excludes new building
• Back to main slides

Rentals value data provided by HotPads. The results and opinions are those of the authors and do not reflect
the position of HotPads.

Comparison to placebo group
• Includes 49 isolated new
buildings
• Completed 2017-2018
• No other luxury apartment
complex within 500 meters
• Rents demeaned at the
building/year/bedroom level
• Excludes new building
• Back to main slides

Rentals value data provided by HotPads. The results and opinions are those of the authors and do not reflect
the position of HotPads.
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We find similar results over a longer time horizon with earlier buildings
• Pattern appears to be stable over a
long post-period
• Use isolated buildings completed in
2009-2013
• Back to main slides
• Notes:
• Rich tracts = median income > $75,000
• Net migration = net of new building
• Y-axis is normalized by the average
number of arrivals to within 200m of
building over 2010-2017 time period

Years-to-treatment dummies for log(net rich arrivals) within 200m
• Coefficients compare net rich arrivals
within 200 meters of 2014-2016
construction to within 200 meters of
2018 construction.

• Back to main slides

24

12/12/2019

Years-to-treatment dummies for log(gross rich arrivals) within 200m
• Coefficients compare gross rich
arrivals within 200 meters of
2014-2016 construction to within
200 meters of 2018 construction.
• Back to main slides

Years-to-treatment dummies for net rich arrivals 200m-800m
• Coefficient compares rich arrivals
200-800 meters of 2014-2016
construction to 200-800 meters of
2018 construction.
• Back to main slides
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Abstract
Regulatory constraints on housing production have shut millions of Americans out of the country’s most productive labor
markets. Historically, Americans have moved to the parts of the country that offered the highest wages and most economic
opportunity. This tendency for Americans to move has changed in recent decades, as changes in legal land-use restrictions have
limited housing construction in America’s richest locations. These restrictions have created limits on housing supply and have led
to rapidly rising prices that make high-wage places unaffordable to less-educated workers. As a result, workers without a college
education are now moving away from the places that offer them the highest wages and their children the best later-life outcomes.
In this proposal, I discuss strategies that policymakers at various levels of government can use to combat this relatively new
problem, including case studies of cities that have successfully expanded access at the local level. This challenge differs from
the more-traditional problem of making housing affordable for low-income households. Combating it requires new political
coalitions and a sharper focus on the barriers, both political and legal, to development.
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Introduction

L

ocation matters. There are enormous differences in
outcomes such as wages, education, and health across
places in the United States; research suggests that these
differences are caused by characteristics of places and the
people who live there. When people move to more-productive,
healthier places, their lives improve. Despite this fact, over the
past few decades people have stopped moving (on net) to the
country’s most-productive cities. Why?
The data show that many people, even those in the middle
of the income distribution, have been excluded from these
high-wage places because of rising housing prices. Regulatory
barriers to increasing the supply of housing, many of which
were erected during the 1970s, are the culprit. Despite high
demand and rising prices, the increase in available housing
units has been anemic.
While housing unaffordability for those with low incomes has
always been a problem, the problem of nonpoor workers being
shut out of the most productive labor markets is relatively new
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and worsening. In this proposal, I outline this problem and
explore policies that might open up the opportunities in these
places once again.
Solving this policy problem requires effort at many different
levels of government. Local politicians can push to ease
form and use restrictions, to simplify the approval process
for developers, and to shift distortionary taxes away from
development. State leaders can rein in local antidevelopment
policies, set mandates enforced by funding, and expand
transportation. The federal government can recognize the
natural complementarity between its efforts to ensure housing
affordability for low-income households and increased
development. It can also eliminate tax provisions that
encourage antidevelopment sentiment.
This is a surmountable problem, and with properly focused
political efforts, it is possible to tear down the barriers that
prevent low-income people from moving to America’s
strongest cities.

The Challenge

D

espite the proliferation of communications
technologies that once promised to make geography
irrelevant, place is more important than ever.
Economic possibilities for individuals and families are starkly
different across the country; one important piece of this story is
the wide variation in labor market opportunities across places.
Unfortunately, it has also become more difficult to access many
of the prosperous places due to tight land-use restrictions that
have limited housing growth in some high-productivity areas.
This section summarizes what is known about economic gaps
across the country and the role that the housing market plays
in exacerbating those gaps.
PLACE IS IMPORTANT

Economic outcomes vary widely across different parts of
the United States. The gap in GDP per capita between the
states of Massachusetts and Mississippi is as wide as the
corresponding gap between Switzerland and Slovakia (Bureau
of Economic Analysis [BEA] 2017; Organisation for Economic
Co-operation and Development [OECD] 2018; author’s
calculations). Life expectancy in Gadsden, Alabama, is 72.9
years, equivalent to life expectancy in El Salvador. In San Jose,
California, it is 82.7 years, which is on par with Iceland (Kent
et al. 2015). Similar gargantuan differences can be found in
college graduation rates (58 percent of those aged 25–34
in Boston versus 19 percent for the same demographic in
Lakeland, Florida; Florida 2018), murder rates (60 per 100,000
people in St. Louis, which is just above the rate in Uruguay,
versus only 1.5 per 100,000 in Honolulu; Federal Bureau of
Investigation [FBI] 2015), and obesity rates (38.1 percent in
West Virginia compared to 22.6 percent in Colorado; Warren
et al. 2018). The average income of high school graduates in
Boston is now more than 40 percent higher than the average
income of college graduates in Flint, Michigan (Lindsey and
Teles 2017, 115). People in some parts of the United States live
significantly richer, healthier, and better-educated lives than
people in others. Opening up these opportunities for those
living in disadvantaged locations to move to richer areas
should be a first-order priority.
Economists are deeply concerned with whether these
differences are caused by conditions, institutions, and policies
in the places themselves, or whether they are simply the result

of different people sorting into different places. After all,
people might be as varied as the places where they live. Perhaps
moving low-income people from a poorer city to a richer one
would not make the individuals richer, but would only change
the cities’ averages. If that is the case, regional mobility alone
cannot resolve inequities, and may indeed only mask them.
Recent research has strongly rejected this view. In a seminal
paper in the American Economic Review, Chetty, Hendren,
and Katz (2016) revisited the effects of the Department
of Housing and Urban Development’s (HUD) Moving to
Opportunity program, which was designed to test the causal
impact of place. Though prior research had shown no effects
for adults, Chetty, Hendren, and Katz found that random
assignment to richer areas resulted in very large benefits for
children across a host of outcomes from income, to education,
to teen pregnancy.
Shoag and Carollo (2016) studied the long-run consequences
of place using variation among Japanese American internees.
Shortly after the attack on Pearl Harbor, the United States
removed nearly 120,000 Japanese Americans (the majority
of whom were U.S. citizens) from their homes on the West
Coast. The War Relocation Authority interned these Japanese
Americans in 10 camps in seven different states, with the
majority of them remaining interned for the duration of
the war. Since many lost their property and received little
relocation assistance, we found that people’s locations
many years later correlated with the location of their final
internment camp. More importantly, we found that their longrun outcomes, and the long-run outcomes of their children
and grandchildren, were highly dependent on the randomly
chosen location of their particular camp. Those released
in poorer areas such as Arkansas earned lower incomes
and received less education than those released in relatively
economically more-successful areas.
These findings match results found in other countries. Damm
and Dustman (2014) found that refugees randomly assigned
to higher-crime neighborhoods in Denmark were more likely
to be convicted of crimes themselves. Similarly, Gould, Lavy,
and Passerman (2011) found that Yemenite refugees randomly
assigned to better dwellings in Israel had better outcomes
along a host of measures. Finally, Åslund and Rooth (2007)
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found that refugees entering Sweden who randomly lived in
places with higher unemployment rates tended to experience
worse labor market outcomes themselves.
STRUGGLING PLACES ARE NO LONGER CATCHING
UP

Place has historically mattered for individual outcomes,
but for most of the past 150 years, gaps between places were
shrinking. Barro and Sala-i-Martin (1992) showed that, in
the period from the Civil War to the 1980s, state average
incomes were steadily converging. Education levels were also
strongly converging. In 1940 fewer than 17 percent of men
between the ages of 25–54 had completed 12th grade or higher
in Alabama, as opposed to 38 percent in California. By 1980
those percentages had converged to 70 percent and 82 percent,
respectively.1
Moreover, Barro and Sala-i-Martin (1992) show that
population growth was highest in the richest parts of the
country. Even if places were unequal, Americans could move
to places offering greater opportunity. Similarly, Blanchard
and Katz (1992) demonstrated that migration was effective at
eliminating short-run regional shocks.
All these patterns have weakened considerably in the past 30
years. Ganong and Shoag (2017) showed that incomes and
human capital levels have ceased converging since 1980, and
Austin, Glaeser, and Summers (forthcoming) also note the
decline in convergence. As seen in Figure 1, convergence in

regional income per capita seemed to stop around 1980 and has
in fact given way to divergence. Molloy, Smith, and Wozniak
(2014), as well as Kaplan and Schulhofer-Wohl (2017), showed
that internal U.S. migration has decreased significantly. They
further showed that this decline cannot be explained by
demographics, and that the largest component was a decline in
the number of people moving for new jobs. Dao, Furceri, and
Loungani (2017) demonstrated that mobility is less responsive
to labor demand conditions than it was in the past. Ganong
and Shoag (2017) also show that migration to the richer, moreproductive parts of the country has virtually ceased.
Poor places are no longer catching up to rich ones, and people
are no longer moving from poor places to rich ones. The
traditional ways in which American society has ameliorated
large gaps between places have broken down.
Why is this the case? Ganong and Shoag (2017) show that this
breakdown appears to be linked to changes in the housing
market. Although more-productive places were always more
expensive, they have become increasingly expensive relative
to offered wages, with housing prices now absorbing almost
twice the share of the higher wages they offer.2 Effectively, the
housing price-to-income gradient has changed. This change
disproportionately hurts lower-income households, since they
spend a larger share of their budget on housing.
This change in housing markets has differentially affected
the migration patterns of low- and high-skilled workers.
Despite the higher housing prices, it is still worth it for

FIGURE 1.

Index (national per capita income = 100)

Per Capita Income Relative to the National Average by Region, 1929–2017
150

125

100

75

50
1929 1937 1945 1953 1961 1969 1977 1985 1993 2001 2009 2017
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college-educated workers to move from low-wage to highwage places.3 This is not true for less-educated workers, who
now make higher incomes net of housing costs in mid-wage
places. In 1960 it made sense for both lawyers and janitors to
move from the Deep South to the New York area, because both
groups earned significantly higher wages even adjusting for
housing costs (Ganong and Shoag 2017). Today, even though
both groups earn higher wages in the New York metropolitan
area, it no longer makes sense for janitors to move. Lawyers
still earn more net of housing costs in the New York area, but
the enormous housing costs mean that janitors’ wages net of
housing costs are actually lower in the New York area than
they are in the Deep South.
LACK OF HOUSING IS TO BLAME

What exactly has changed in housing markets that has
prevented low-skilled workers from accessing high-wage jobs?
As discussed above, the immediate answer is that prices in
some of the most productive parts of the country—precisely
those parts that should be net recipients of migration—have
risen dramatically. Sadly, prices continue to rise considerably
faster than incomes in these places. From 2001 to 2017 median
home value per square foot in San Francisco and San Jose rose
by 15 percent more than the growth in per capita income.
The gap in growth rates between home values and per capita
incomes was even larger in Seattle.4
These rapidly rising prices do not reflect rising construction
costs, as shown by Gyourko and Molloy (2015) and reproduced
in figure 2. Instead, Gyourko and Molloy argue that the

increase in prices is linked to the increasing stringency of
regulations that block development.
Economists have long known that regulations were important
drivers of housing prices. Quigley and Rosenthal (2005)
provide a list of 40 studies estimating this relationship. Still,
accurately measuring the impact is a challenge due to the
difficulty in creating reliable and comprehensive regulation
measures.
Many economists use the index created by Gyourko, Saiz,
and Summers (2008) called the Wharton Residential Land
Use Regulation Index. This index uses survey data and
public legal and election information to cover more than
2,600 communities. Still, these data are a static cross-section,
making analysis over time difficult.
To study changes, economists often use indirect proxies for
regulation. For example, using as a proxy the gap between the
marginal price of housing and the marginal construction cost
of adding a story to a building, Glaeser, Gyourko, and Saks
(2005a) show that regulations increased Manhattan prices in
the early 2000s by 50 percent relative to a hypothetical market
without the regulations. Other studies focus on specific areas
where consistent direct measures exist over several years. For
example, Glaeser and Ward (2009) study price changes and
several regulation measures across Boston municipalities,
Jackson (2016) studies the response of housing supply to
regulation measures over time in California municipalities,
and Morrow (2013) examines the relationship between
population and legally developable land in Los Angeles.

FIGURE 2.
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FIGURE 3.

New Land-Use Cases in the United States, 1941–2010
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Source: Ganong and Shoag 2017.
Note: The figure plots the number of cases containing the phrase “land use” in the state appeals court databases in per capita terms.

Ganong and Shoag (2017) expanded on this work by
introducing one of the first national panel measures of landuse regulation across states. We based our series on the
relative frequency of court cases involving land-use disputes,
figuring this omnibus measure would capture the many
different strategies used to block development. This series,
shown at the national level in figure 3, shows a sharp rise
at the same time that housing markets and migration and
convergence patterns changed. Moreover, Ganong and Shoag
(2017) show that changes in subnational migration patterns
are associated with changes in this regulation measure. Places
with rising regulation saw increased capitalization of incomes
into housing prices (i.e., sharply higher housing prices when
incomes are higher), less migration to rich places, and slower
rates of income convergence across places.

or existing residents. The evidence for this is scant, though,
and studies that investigate the matter generally find the
opposite effect (Uhler 2016). In fact, Rosenthal (2014) has
shown that a substantial portion of low-income housing
supply comes from a filtering down of market-rate properties.
As homes age, they are sold or rented to people who are on
a lower rung of the income distribution. Rosenthal shows
that, on average, 10-year-old apartments are rented to people
FIGURE 4.

Supply and Demand Model After an
Increase in Housing Demand
S

Housing in the richest parts of the country is becoming more
expensive, but these areas are losing population relative to the
rest of the country. As shown in figure 4, when price goes up
but quantity does not increase quickly, the explanation must
be a restriction of supply; the only way to decrease price, then,
is to increase the supply of housing.
Though straightforward to an economist, many people do
not share this intuition. There is a strongly held view that
new market-rate housing may crowd out affordable housing
8
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Price

Urban environments are complex, with housing markets that
are only imperfectly linked to one another. Still, the simple
supply-and-demand framework yields insights that are
important and intuitive.

P1
P0
D0
0

Q0
Q1
Quantity

D1

making just 70 percent of the income of the original tenant
and 50-year-old apartments are rented to people making just
30 percent. Moreover, Rosenthal shows that filtering occurs
most slowly in regions like New England and the Pacific states,
where housing regulations tend to be most restrictive. While
filtering works too slowly to be a panacea, more market-rate
construction can push down prices across the spectrum.
It is of course important that the new development actually
increase the number of housing units. If redevelopment tears
down older units to put up a small number of luxury units,
that certainly could crowd out residents and reduce housing
availability and affordability.
Changes in housing markets have had disproportionate
impacts on particular groups. Rothwell and Massey (2009)
show that more-restrictive density zoning in housing
markets generates racial segregation. In addition, housing has
contributed to deepening inequality. Albouy and Zabek (2016)
show that increasing gaps in housing wealth are a source of
rising wealth inequality. They find that the variance of house
value has increased markedly since 1980, and that this rise is
mostly due to variation in land values. In addition, Rognlie
(2015) finds that housing scarcity is driving the increase in
the net capital share of income; together, these studies imply
that housing markets are now concentrating more wealth in a
smaller share of the population.
The loss of opportunity caused by declining housing market
access would be reason enough for concern, but recent
research has emphasized the macroeconomic problems
caused by people no longer moving to productive places.

Hsieh and Moretti (forthcoming) calculated the amount of
forgone GDP growth attributable to this spatial misallocation.
They estimated a spatial equilibrium model using the
Wharton Residential Land Use Regulation Index to calibrate
differences in regulations. They then experimented with the
impact of changing the housing supply regulation of New
York, San Francisco, and San Jose to that of the median U.S.
city in the model. They found that, over the past 45 years, U.S.
growth was substantially lower as a result. This calculation
implies that, with less-restrictive rules, employment would
have been much higher in those three cities. Even if one does
not regard this reallocation of employment as plausible, the
calculation highlights how restrictions on housing can prevent
employment growth in the most productive areas.5
Before proceeding, it is important to be precise about the
policy problem discussed in this report. HUD defines costburdened families as households “who pay more than
30 percent of their income for housing” (HUD n.d.). By
this measure, an overwhelming fraction of the population
earning less than 50 percent of the area median income is
cost burdened even in relatively affordable metropolitan areas
such as Cleveland (Herbert, Hermann, and McCue 2018). This
affordability problem for people at the lower end of the income
distribution is both serious and urgent. Success in dealing
with this problem needs to be gauged on whether policies
improve housing stability and living standards for those in
this situation.
This is not, however, the problem I have been describing in
this report (and it is unlikely to be addressable by the same

FIGURE 5.

Percent of Housing Units that are Cost Burdened, Selected Cities
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TABLE 1.

Family Housing Wealth, by Race and Ethnicity
White

Black

Hispanic

Other

Net Worth (thousands of 2016 dollars):
Median

171

18

21

65

Mean

934

138

191

458

73

45

46

54

46

32

31

38

32

37

39

35

216

95

130

220

Assets (percent of families with):
Primary residence
Debts (percent of families with):
Debt secured by primary residence
Wealth from housing (for homeowners):
Percent of assets in housing
Mean net housing wealth (thousands of 2016 dollars)
Source: Dettling et al. 2017
Note: Data are for 2016. All values are in thousands of 2016 dollars or percent.

solutions). The problem I am describing here is that in highcost cities like Los Angeles, more than a third of the households
earning 80–100 percent of the area median income are still
cost burdened by the HUD definition (Herbert, Hermann,
and McCue 2018). This affordability problem for families far
above the federal poverty line is significantly more common
in high-cost cities than in low-cost cities.
This can be seen in figure 5, which uses data from the 2017
American Housing Survey (U.S. Census Bureau 2017). The
graph shows the fraction of units in which housing costs exceed
30 percent of current income. The graph is limited to units
in which the household is above the poverty line. Thus, the
graph shows that a significant fraction of nonpoor households
are cost burdened. Moreover, there is a stark and strong
correlation between the share of nonpoor households that
are cost burdened in a metropolitan area and the American
Housing Survey’s estimated median monthly housing cost for
that city.
The cost of housing in certain places is forcing people to
move away from places where their productivity and wages
are highest and preventing others (especially lower-skilled
workers) from moving in. Since the core of this problem is the
role of housing in distorting where people live, success should
not be defined solely in terms of lowering housing prices.
For example, a reform that increases population growth in
high-productivity areas while keeping prices stable should be
considered a great success for providing more opportunity.
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The problem of nonpoor people being priced out of highwage labor markets is linked to land-use restrictions by both
economic theory and the available data. Why, then, is it so
difficult to remedy this policy problem?
EVERYONE’S MASSIVE, LEVERAGED INVESTMENT

Roughly 63 percent of Americans live in owner-occupied
housing. As shown in table 1, this housing wealth is an
important share of overall wealth: white homeowners hold
32 percent of their wealth in housing, and minorities hold an
even larger share (Dettling et al. 2017). People usually invest
in their homes with borrowed money, meaning that many
American households have made a large, unhedged, leveraged
bet on the price of a specific piece of real estate. Homeowners
often have a powerful personal interest in blocking local
development and keeping the price of their own homes high,
even if, in aggregate, more development and lower prices
would benefit the overall economy.
Many studies demonstrate exactly this point. Glaeser and
Shapiro (2003) find a strong link between antidevelopment
positions and ownership. Hall and Yoder (2018) used
administrative data to show that people become significantly
more likely to participate in local elections once they purchase
a home. Breaking out the likelihood to vote by issue, they
show this effect is particularly large for elections on zoning or
development. While the actual eventual votes remain secret,
it is not hard to guess in what direction ownership affected
preferences.

BOX 1.

A Taxonomy of Land-Use Regulations
Land-use regulations can be quite detailed, and can vary considerably from location to location. Conceptually, the three
main categories of restrictions are use regulations, form-based regulations, and process regulations.
• Use regulations dictate the types of development allowed on a piece of land. For example, traditional Euclidean zoning
laws divide a city’s land mass into zones where only specific use types are permitted (e.g., single-family residential,
commercial, industrial). Other types of use regulation, like urban growth boundaries or some historic designations,
may even prohibit construction altogether. By making it illegal to use land for residential purposes, or to use it for
more-dense residential purposes, this type of regulation can push housing prices up.
• Form-based regulations focus less on the intended purpose and more on the characteristics of the development. Classic
examples of form-based regulation include minimum lot size, maximum height limitations, setback regulations,
parking requirements, lot coverage, and other factors. By outlawing residential development that does not conform
to these regulations, these laws can also increase the price of housing.
• Process regulations deal with the regulatory approval process for new construction. Development proposals are
frequently subject to a discretionary approval process, including public hearings, environmental review, a public
health review, fees, notification requirements, and other constraints. This process may involve several authorities,
including various local boards, the state, and the courts. The uncertainty and delays associated with this process can
be a major impediment to development. Additionally, municipalities can cap the number of permits they approve or
otherwise impose direct limits on construction.
• The categories are not exhaustive or mutually exclusive. Obviously, each type of regulation can play an important
and legitimate role in building successful communities. Still, the overlapping and multifaceted nature of these
requirements means that it is difficult to pinpoint a specific target for reform. This complexity also helps explain
why the National Association of Home Builders estimates that 25 percent of the cost of home construction is directly
attributable to regulation (Emrath 2016).

Hall and Yoder (2018) found that the increase in voting holds
true across the partisan spectrum. This research parallels
the findings of Marble and Nall (2018), who also concluded
that homeowners’ aversion to development holds across the
political spectrum. Hankinson (2018) shows that even renters
will oppose local development to prevent crowding of local
amenities.
YES IN MY BACK YARD (YIMBY)

While the forms of land-use restrictions are varied (see box
1), the underlying political motivation is often thought to
be a desire to limit change in a neighborhood, and perhaps
to protect housing investments, as described previously.
However, the recent growth of a grassroots pro-development
movement has altered the picture and provides useful
insights for policy. This movement, called YIMBY—for Yes
In My Back Yard—has pushed back against local opposition
to development, often called NIMBY—for Not In My Back
Yard. YIMBY activists span the political spectrum, from left
to right, and are generally young and well educated. There
are nearly 98 chapters, and the YIMBY movement has held

national conferences since 2016 (YIMBYwiki 2018). These
organizations have moderately different viewpoints, but are
united by the common goal of making sure more housing is
built.
While the YIMBY movement is growing, it is unlikely to ever
become a mass movement, given the interest that residents often
have in avoiding congestion of local public goods, reductions
in house prices, and so forth. But even a small group of welltrained activists can affect local development policymaking,
particularly when developers and environmental groups
also intervene to support increased housing supply. Indeed,
the young YIMBY movement has had enormous political
success, as evidenced by the introduction of California SB 827.
This bill would allow construction of five-story apartment
buildings near every mass transit stop in the state. The YIMBY
movement also contributed to the passage of an Oregon bill
that requires cities to streamline permitting, and to permit
accessory dwelling units (i.e., secondary housing on the
same lots with primary houses) in residential neighborhoods.
Similar reform efforts are under way in Boston, Boulder, and
Austin. The movement has gotten high-profile support from
The Hamilton Project • Brookings
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FIGURE 6.

Google Trends Search Volume for “YIMBY”, 2004–18
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Source: Google Trends 2018.
Note: Numbers represent search interest relative to the highest point on the chart for the given region and time. A value of
100 is the peak popularity for the term. A value of 50 means that the term is half as popular. A score of 0 means there was
not enough data for this term.

Secretary Ben Carson of HUD via tweet, in the spirit of the
administration (Carson 2018).
The movement is successful, in my view, because it adheres to
three principles. The first principle is a broad-based approach to
removing restrictions. The YIMBY movement has not focused
on changing restrictions on particular sites or projects, but
rather on ensuring that there is systemic reform of land-use
rules. This focus defuses opposition from homeowners who
would have been affected by a particular project, offsetting
local housing price reductions with the broad-based increase
in economic activity that comes with increased density. The
second principle is that the YIMBY movement has focused
on moving decision-making (to the extent possible) to higher
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levels of government. Much of the benefits that stem from
removing restrictions accrue to people who will eventually
move to a city, not merely those currently living there. While
local governments represent only their current residents,
higher levels of government are more likely to represent the
interests of potential new residents. Finally, the third principle
is that the YIMBY movement has kept its focus on the real
problem—removing the binding supply constraints—and, as
a result, has managed to maintain its fractious coalition.
The problem of excessive land-use restrictions is by no means
solved, but the growing influence of the YIMBY movement is
cause for optimism. What types of political reforms can we
hope to see from these activists?

The Proposals

T

here is no single solution to the problem of excessively
burdensome land-use restrictions limiting access to
high-wage jobs. I therefore propose multiple policy
remedies at the state and federal levels, discussed later in this
section and summarized in box 2. But regardless of which of
these policies are enacted, local policymakers should adopt
practices that yield increased housing supply. Some of those
practices, and the efforts on the part of some local stakeholders
to promote them, are described in box 2.
REFORMS FOR LOCAL GOVERNMENT

As the previous discussion suggests, there are many approaches
local governments can take to increase their housing supply.
Rather than provide an exhaustive list, I next provide case

studies of cities that have loosened regulation, smoothed the
development process, and adjusted taxes with good outcomes.
These cities can serve as examples for local policymakers.
Tokyo: Build Up
Tokyo has not always been a model for housing market best
practices. Until 1963 earthquake concerns demanded an
absolute height limit of 31 meters (102 feet), meaning that
developers could not build skyscrapers in the city. And, in the
1980s, despite the limit having been lifted and replaced with
a floor-area ratio, Japan suffered through a terrible housing
bubble, thought by many to have been caused or exacerbated by
reduced supply caused by the country’s planning and zoning
laws. Now, however, the city is flourishing: despite steady

BOX 2.

Proposals to Reduce Housing Barriers in High-Productivity
Places
■■ Local Governments
• Reduce regulatory barriers to density
ºº Local governments can loosen both form and use regulations by enacting higher-density zoning, eliminating
parking requirements, and allowing accessory dwelling units.
• Remove process barriers to development
ºº Local governments can broaden the scope for by-right development.
ºº Local governments can streamline and shorten the permitting process, reduce fees, and reduce uncertainty.
• Put more weight on land value in setting property taxes.
■■ State Governments
• Create statewide by-right policies that are enforceable in the courts.
• Reform approval processes currently tilted against development.
• Create local mandates, enforced by local government funding linked to population growth.
• Expand public transportation capacity.
■■ Federal Government
• Link federal funding for affordable housing to progress on land-use restrictions.
• Reduce tax incentives that incentivize antidevelopment policies.
• Broaden the conceptual framework for environmental impact assessment.
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population growth, home prices have risen at reasonable
rates. Minato Ward, for example—a popular area of Tokyo—
has seen a population growth of 66 percent in the past two
decades, but only a 45 percent rise in price. Compare that
to San Francisco, where a 16 percent population growth was
accompanied by a 231 percent increase in home prices, and
we can see why Tokyo is worth a second look (Harding 2016).
There are three main explanations for Tokyo’s ample housing
supply and accommodation of new residents. First, the
city issues a lot of housing permits: in 2014 Tokyo issued
142,417 permits for new units. For comparison, the state of
California—with more than three times the population of
Tokyo—issued permits for only 83,657 units (Harding 2016).
Second, despite some restrictions in residential areas, zoning
laws are very lax in mixed-use areas, leading to the building
of many apartment towers in the city. Third, that generosity
extends to how land is used, and neighbors have little legal
recourse against construction that they oppose. As Robin
Harding reported in the Financial Times, “The rights of
landowners are strong. In fact, Japan’s constitution declares
that ‘the right to own or to hold property is inviolable’...If you
want to build a mock-Gothic castle faced in pink seashells
that is your business” (Harding 2016). As a result, Tokyo has
seen an increase in the number of buildings torn down and

rebuilt. The rebuilt buildings are often larger, allowing more
people to live on the same footprint of land. While it is a bit
of an exaggeration to say that Tokyo developers have complete
freedom, the flexibility enabled by Tokyo’s Urban Renaissance
Law in 2002 (in which the central government overrode and
eased many local regulations) has been credited by recent
research with this favorable outcome (Sorensen, Okata, and
Fujii 2010).
Montreal: Mid-Level Zoning
Housing in Montreal is significantly less expensive than it
is in Toronto, despite the two cities having similar median
incomes (Statistics Canada 2018). The main way Montreal
supports housing growth is through zoning that encourages
the building of low- and mid-rise flats and apartments, instead
of standalone single-family houses or towering skyscrapers.
According to the 2016 census, 611,790 (78 percent) of
Montreal’s 779,805 residences were apartments in a duplex
or other building with fewer than five stories, row houses,
semidetached houses, or other single-attached houses. (For
comparison, that statistic is only 35 percent for Canada as a
whole [Statistics Canada 2017].) The map in figure 7 shows
building density by region, illustrating how much of the city is
designated for mid-density construction. Building density is

FIGURE 7.

Building Density in Montreal, 2004
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Source: City of Montreal 2004.
Note: This map shows the building density for the entire city of Montreal in a 17-color scheme that reflects the various
density parameters. Darker areas are more dense.
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defined using a combination of factors, including the number
of stories, building configuration, and floor-area ratio.
A specific instance of such mid-density zoning, and a
wonderful success story for Montreal, is the city’s Grow Homes
plan piloted in the 1990s. This plan entails the construction of
narrow, prefabricated row houses that are sold to homeowners
in an unfinished state. This allows homeowners to finish
and add to their house as they save up the money, while
simultaneously reducing the initial purchase cost. In 2015 the
creator of the Grow Homes initiative estimated the number of
units built to be close to 10,000 (Schatz and Sidhu 2015).
The Grow Home model has been effective in keeping prices
down. According to Small Housing BC’s 2015 report, “Even in
suburban areas where the price of a new Grow Home has risen
to approximately $150,000 [CAD] (from $60,000 [CAD]), this
is still considerably less than a single-family home (whose
value can be as high as $360,000 [CAD] in similar areas)”
(Schatz and Sidhu 2015, 29).
Montreal is one of the few cities to solve the “missing middle”
problem, and this success has been a big factor in reining in
prices in the city.
Raleigh: Simplifying the Administrative Process
The population of Raleigh has grown by roughly 60 percent
since the year 2000, and by 17 percent since 2010 (figure 8). This

puts the city on par with Charleston, Houston, and Orlando in
terms of population growth. The growth is understandable,
and its booming economy and nearby universities led it onto
the shortlist of locations for Amazon’s HQ2. What is amazing,
though, is that, despite this rapid growth, house prices have
grown relatively slowly. From 2010 to 2017 Raleigh’s house
price index rose just 34 percent as compared to an average
of 54 percent in those other fast-growing locations (Federal
Housing Finance Agency [FHFA] 2018; author’s calculations).
A plot of the percentage change in the FHFA house price index
against metropolitan area population growth, shown in figure
8, highlights Raleigh’s accomplishment.
Why was Raleigh such an outlier? It is hard to be definitive, but
one contributing factor was the major rezoning accomplished
in 2013 via Raleigh’s Unified Development Ordinance, a
comprehensive document that contained an updated version
of all of the city’s land-use and development regulations.
Raleigh’s Unified Development Ordinance was not a pure
YIMBY document. The plan disallowed accessory dwelling
units, discontinued townhouse allowances in low- to mediumdensity residential tracts, introduced new regulations on
street setbacks and height in residential neighborhoods, and
introduced tough neighborhood transition standards (that
create a required transition zone between mixed-use and
residential districts) (Band 2014). Why, then, can it be said to
have kept Raleigh affordable?

FIGURE 8.

Growth in Population and House Prices for Selected Metropolitan Statistical Areas,
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Source: U.S. Census Bureau 2010–17; Federal Housing Finance Agency 2018; author’s calculations.
Note: Values are for Metropolitan Statistical Areas with a 2010 population over 150,000. The graph plots a LOWESS curve to demonstrate the nonlinear
relationship between population and housing price growth.
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The plan also created several mixed-use zoning districts
without any density limits. While these areas do have to
meet context-dependent review of minimum frontages and
maximum heights, the introduction of higher-density mixeduse by-right zoning was novel and represented a break from
the more-restrictive traditional system.
The most important change, perhaps, is the extent to which
the Unified Development Ordinance simplified Raleigh’s
administrative process. Raleigh’s old “codes were a morass
of obstacles, public-hearing triggers, and reviews by elected
bodies” (Band 2014, 55). The new system eliminated
redundancies, like triggers that required a city council review
in addition to a planning commission review. Furthermore,
the reform made the public hearing the last step of the process,
rather than the first step. This change was crucial in reducing
the frictions in the process, since changes requested by the city
council can be incorporated before a public hearing, rather
than needing to wait for the next quarterly public hearing to
include revisions.
These changes, and the updated plan, have been contributing
factors in Raleigh’s ability to be an outlier (see figure 8) in
terms of population growth without exploding house prices.
Vienna: Public Housing
While public housing has been characterized by many
problems, it also provides affordable housing for more than
2 million Americans.6 The fact that public housing is often
poorly perceived in the United States does not mean that it
is an inherently flawed concept. In Vienna nearly three in
five residents live in houses owned, built, or managed by the
government. One key distinction is that, unlike in the United
States, Vienna allows nonpoor people to apply for public
housing. Roughly 80 percent of the population is eligible.
Moreover, rents in public housing are tied to maintenance
costs of the property and not just the residents’ income. This
ensures that the properties do not deteriorate, as they do in the
United States (Gowan and Cooper 2018).
As a result of this policy, Vienna initiates more construction
per resident than its peer cities in Europe, and has one of the
lower house price-to-income ratios (Linhart et al. 2017).
Pittsburgh: Land Tax
For years, Pittsburgh taxed land values at a significantly
higher rate than property values. This policy encouraged
development because the value of new structures was not
taxed. Oates and Schwab (1997) credit this tax with preventing
Pittsburgh from declining like its Rust Belt–peer cities.
Banzhaf and Lavery (2010) similarly find that the adoption
of split-rate taxes (separate rates for land and improvements)
increases the capital-to-land ratio; in other words, they
promote more-intense development. The intuition behind
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these findings is easy to understand. Traditional property
taxes rise when land is developed or additional units are built;
land taxes do not. Simulations suggest that switching to land
taxes in high-productivity places like New York City could
lead to substantial increases in population (Haughwout 2001).
Land taxes can be more difficult to administer, though.
Whereas sales data are readily observable, partitioning the
value of a sale into a land and nonland components is more
difficult and subjective. Furthermore, it may create inefficient
incentives to split ownership of land and improvements in
such a way as to minimize tax bills. And any tax reform will
create winners and losers: after a sharp rise in appraised land
values, Pittsburgh abandoned this unique institution in 2001.
REFORMS FOR THE FEDERAL GOVERNMENT

The lack of affordable housing in high-wage places may be a
national problem, but the regulations in need of reform are at
the state and local levels. The most practical way for the federal
government to induce change, then, is to provide incentives
for lower-level governments to reform their policies.
Recent legislation like The American Housing and Economic
Mobility Act of 2018 provides an example of how the federal
government can structure these incentives. This bill calls for
direct federal investment in the Housing Trust Fund and the
Capital Magnet Fund, both of which finance the construction
and rehabilitation of affordable housing. It also calls for
less-restrictive grants that can be used for infrastructure
such as parks, roads, and schools in the communities that
liberalize housing policies. Among the policies that would
satisfy this requirement, it provides a YIMBY laundry list,
including establishing streamlined regulatory processes;
allowing accessory dwelling units; providing development tax
incentives; and eliminating minimum parking requirements,
minimum lot sizes, and bans on multifamily development.
The key insight of this proposal is its appreciation for the
complementarity between efforts to supply housing for
lower-income people and the affordability crisis that exists
in some places for those who are higher up the income
spectrum. Subsidized housing construction can have strong
crowdout effects when development is restricted—it can
reallocate housing without expanding supply overall—but by
combining this program with incentives to ease restrictions,
this crowdout is less likely to occur. Similarly, one of the most
common objections to further development is congestion of
existing amenities like roads, parks, and schools. By providing
incentives to supply more amenities, this proposal addresses
these important concerns.
There are several other avenues for policy reform. One is to
add measurable requirements on population growth alongside
the list of development-promoting reforms—the intermediate

steps—that communities must undertake to win the reform
grants. This is important given that there are so many ways
to block development, including regulations on use, design,
process, historic preservation, and so on, that could offset
attainment of intermediate objectives. The second proposed
modification is to wield a stick in addition to dangling a
carrot. The federal government could play a more active role
in pressuring cities to weaken restrictions, even using existing
funds by leveraging the Affirmatively Further Fair Housing
rule for allocating existing HUD funds. Secretary Carson has
indicated that he may pursue this avenue (Kusisto 2018).
While race-to-the-top programs like The American Housing
and Economic Mobility Act of 2018 are promising, the federal
government can also take a longer-term perspective on the
political economy underlying antidevelopment policies.
Antidevelopment sentiment may be rational for people who
have invested a great deal of their personal wealth in a risky
asset whose value can decline when supply increases. To weaken
the forces underlying development restrictions, the federal
government needs to reduce subsidies for homeownership.
The best-known tax incentive for home ownership is the
mortgage interest deduction. Other federal tax provisions that
favor home ownership include the capital gains exemption
and the favorable rate on capital gains in housing assets. The
state and local tax deduction also largely exempts property
taxes, providing an indirect subsidy. Overall, the tax code
provides an enormous spur toward individual ownership,
with little justification and significant cost (Viard 2013).
Though the recent tax reform has limited the scope of some
of these policies considerably, these tax expenditure should be
scaled back further.
The tax incentives for housing have also been shown to
promote larger home sizes (Hanson 2012; Rosen 1985) and to
raise house prices due to capitalization (Martin and Hanson
2016; Rosen 1985). Many studies have shown that it is wildly
regressive, conferring disproportionate benefits on highincome households (O’Brien 2012). The benefits from this tax
accrue to places with tight housing supply constraints, where
prices can rise significantly above costs. The counties with the
largest average deductions are all suburbs of tightly constrained
Denver, San Francisco, and Washington, D.C. (Li 2017). Voith
and Gyourko (2002) and Voith (2000) argue that housing
tax preferences like exemptions for property taxes (which in
turn are used to fund amenities like roads and parks) may be
important contributors to local support for restrictive zoning.
As Vanessa Calder (2017, 10) notes, “Local governments seem
to be rewarded for counterproductive behavior.” The revenues
raised by scaling back these tax preferences could instead be
used to reward local governments that permit more housing
(Calder 2017).

Another key element of the tax code that can serve as a barrier
to development is the growing use of conservation easements
(Pidot 2005). A conservation easement is a permanent right
given to a land trust or government agency that limits the ways
in which a property owner can use their land. For example,
the owner of a large plot of land may create an easement that
says the land cannot be subdivided. If the land was assessed at
$7 million without the easement and only $2 million with the
easement, the creation and transfer of the easement entitles
the owner to both income tax deductions and estate tax relief.
This segment of the tax code has been criticized for its lack
of clear valuation standards and the lack of a clear process
for enforcement and termination (Korngold 2007). Others
have noted that this process can have dubious public benefit
(Ellickson 2015). Nevertheless, conservation easements are
growing in popularity and are widely used even in tightly
constrained markets like San Francisco. A recent estimate
suggests that 20 percent of the permanently protected land
in the Bay Area is privately owned under conservation
easements (George 2018). Given the importance of promoting
development in productive places, it is counterproductive
for the tax system to richly subsidize limiting land use in
perpetuity in these markets.
Finally, the federal government is directly involved in land-use
decisions via its role in regulating the environment. The Clean
Water Act extends federal land-use regulation to wetlands and
even to areas that are mostly dry, but that support wetland
vegetation. The National Environmental Policy Act requires
an environmental impact study for projects using federal
funds, and serves as a model for state efforts like New York’s
State Environmental Quality Review Act and California’s
California Environmental Quality Act that mandate reviews.
These assessments often focus on the local environmental
impact of a policy. The true impact of deterring local
development in productive places, however, is dispersed.
Households in temperate—and tightly regulated—places like
San Francisco release significantly less carbon than people
in hot, humid Houston and frigid Minneapolis (Glaeser and
Kahn 2010). An environmental evaluation process that blocks
development in San Francisco may reduce carbon emissions
there, but if people move to Houston this process may increase
carbon emissions overall (Lewyn 2014). Obviously a broader
scope for considering the impact of a project is needed, and
the federal government has an opportunity to encourage
more-comprehensive assessments of environmental impact
that better identify the costs and benefits of a project.
REFORMS FOR STATE GOVERNMENTS

State governments, as evidenced by the legislation introduced
in California and enacted in Oregon, can often preempt local
restrictions. Several such proposals would make progress
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toward increased housing supply and enhanced access to
opportunity.
The most comprehensive reform would see state governments
establish thoughtful by-right development policies. A zoning
system that allows for by-right development means that
projects complying with existing standards can be approved
administratively, without a discretionary review process
or public hearing. For example, Gottlieb (2018) calls for a
version of this in which states set “minimum [density] zoning
mandates” that localities cannot limit further. In fact, reforms
along this line have been made recently. California’s SB 35
made important progress on this front in 2017. It requires
cities failing to meet their housing needs assessment (i.e.,
nearly every city in California [Brinklow 2018]) to create an
approval process without a public hearing and with welldefined time limits for projects meeting certain affordable
unit creation thresholds.
SB 35 is not perfect, but it has tilted the balance toward
more housing. Cupertino, California granted preliminary
approval to a massive redevelopment of the derelict Vallco
Shopping Mall via the SB 35 process. The project proposes
to create 2,400 multifamily units, 50 percent of which will be
designated as affordable. The Mission Economic Development
Agency, based in San Francisco, has invoked SB 35 to seek
to build a 130-unit, 100 percent–affordable housing project
in the Mission District (Spyridonidis 2017). Developers have
recently sued the City of Berkeley for violating SB 35 by
blocking their proposed building of 260 apartments, including
130 designated as affordable (Kemp 2018).
Even in the absence of sweeping by-right reforms, state
governments can rein in local regulations. One way in which
this can be done is by requiring localities to allow a certain
number of units to be developed or provide localities with a
“zoning budget” (Hills and Schleicher 2011). However, in the
absence of by-right development, which allows developers to
use the courts for specific proposals as opposed to general
targets, enforcement is likely to be a challenge (Field 1993).
To encourage compliance, states should change the process by
which they allocate revenue to local governments so that they
reward development and population growth.
States can also alter the political process used by municipalities
to make decisions about land use. Ten states require a supermajority to change zoning rules. In 2017 Massachusetts
governor Charlie Baker introduced the Act to Promote
Housing Choices that would change the requirement for upzoning changes from two thirds of the local government vote
to a simple majority. While as of late 2018 the bill has stalled
(Logan 2018), this type of reform could spur development
without overriding local control completely.
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States themselves, in many cases, have made the approval
process more difficult through the creation of statewide (e.g.,
Vermont and Oregon) or regional (e.g., New Jersey’s Pine
Barrens Commission and California’s Coastal Commission)
commissions on land use. As William Fischel notes, “The
chief impact of the[se] agencies is to provide a ‘double veto’
power to residents who oppose a particular development”
(Fischel 2015, 55). Fischel credits the rise of these larger bodies
with slowing development in “safety value” (206) suburbs,
that had previously prevented metropolitan-wide prices from
skyrocketing by allowing more development and affordable
housing. Like the federal government, states often create an
additional layer of hurdles via environmental review. This
process can be skewed against development; a recent analysis of
the California’s Environmental Quality Act (CEQA) has found
that “most CEQA lawsuits . . . seek to block infill housing and
transit-oriented land use plans . . . [that are] precisely the types
of projects today’s environmental and climate policies seek to
promote” (Hernandez 2018, 21). Going forward, states should
try to limit the impact of the double-veto system, especially in
high-productivity locations where housing supply is already
constrained. Even simple reforms to the process, such as Jesús
Fernández-Villaverde and Lee Ohanion’s suggestion that
CEQA eliminate duplicative challenges (Fernández-Villaverde
and Ohanion 2018), could have a large impact.
Another key lever states can use is transportation expansions.
By bringing more towns within commuting distance,
cities can effectively increase the supply of housing without
directly interfering with zoning rules. While transportation
expansions can be expensive, transportation policy reforms
are likely to be an important part of the solution. A 2019
Hamilton Project proposal by Matthew Turner considers what
such investments can and cannot achieve (Turner 2019).
No reform at the state or federal level will increase
development in every local jurisdiction. Success should not be
assessed on this unrealistic expectation. The key problem is
that many people are being unnecessarily excluded from the
nation’s most-productive labor markets. Reforms that open up
opportunities for people to live and work in high-wage places
are valuable, even if some local jurisdictions resist this effort.
SOLUTIONS TO DIFFERENT PROBLEMS

Given the immense political challenges to loosening landuse restrictions, it is no surprise that most policy initiatives
related to housing have taken alternative routes. The thrust of
reform efforts have focused on demand-side subsidies, policies
that serve as a tax on development, or explicit price controls.
While some of these policies have been very successful in
achieving certain objectives and have served as an important
source of redistribution, a supply constraint problem cannot
be fixed without addressing the constraints head-on. A full

assessment of these demand-oriented policies is outside the
scope of this paper, but it is important to point out that they
will not fix the supply-side housing problems discussed here.
One major class of proposals to address the problem of rising
house prices in rich areas has been subsidies to housing
demand. HUD vouchers are one example of such subsidies.
They have served as an important part of the safety net, but
property owners capture a significant share of the benefits
(Desmond and Perkins 2016; Ganong and Collison 2013).7
This problem seems especially severe in markets with inelastic
supply (Eriksen and Ross 2015). It therefore seems unlikely
that further demand-side subsidies, such as the recent proposal
to offer tax credits for rent-burdened Americans (Rent Relief
Act of 2018), can solve this specific problem. Similarly,
interventions in the credit markets such as expanding
Federal Housing Administration loans are likely to benefit
the existing owners—particularly in supply-constrained
markets—much more than they are to expand access. There is
evidence that subsidized construction may simply crowd out
market development, given existing land-use laws (Chapelle
2018; Eriksen and Rosenthal 2010).
Another major class of proposals are programs that effectively
tax developers for building homes. Inclusionary zoning—a
broad term that refers to a requirement that developers of
multiunit housing set aside units for rent at below-market
rates—lowers the return on development investments. This
discourages developers from building multifamily units by
making it relatively attractive for them to build single-family
or less-dense units without this requirement. Inclusionary
zoning also intensifies incentives for neighborhoods to block
up-zoning (i.e., loosening restrictions to allow for increased
density) to discourage poorer residents from moving nearby.
Evidence shows that the benefits of inclusionary zoning are
very mixed. Some studies show it discouraging development
in general (Schuetz, Meltzer, and Been 2010), discouraging
multiunit housing in particular (Mitchell 2004), or increasing
the cost of non–set aside units (Bento et al. 2009). To be sure,
there are studies that find positive effects as well (Dawkins,
Jeon, and Knaap 2016). Still, recent estimates suggest that
any gains in affordable housing units are modest (Thaden
and Wang 2017). For example, a recent project in Brooklyn
had nearly 90,000 applications for its 200 affordable units
(Croghan 2016). Despite the popularity of these programs, my
judgement is that these policies are unlikely to make a real
dent in the supply problem, even for low-income households.
Finally, several jurisdictions still use price interventions like
rent control to address unaffordable housing. Economists
have long understood that rent control creates substantial
misallocation of housing (Glaeser and Luttmer 2003), since
those grandfathered into below-market-rate units keep
apartments even when they would be valued more highly by

others. Rent control weakens incentives to supply housing,
increases crime (Autor, Palmer, and Pathak 2017), and may
ultimately lead to even more gentrification (Diamond,
McQuade, and Qian 2018). In short, caps on prices seem to
be an ineffective remedy to the fundamental problem, even if
they can temporarily shelter those fortunate enough to benefit
from the rent control from price increases.
Demand-side policies may cushion some from increasing
prices and make living in a place with inadequate supply more
affordable to a limited group of beneficiaries, but they do
not solve the problem of providing adequate housing supply
proximate to high-quality jobs.
Enhancing Affordability and Enhancing Housing Supply Are
Complementary
Though unlikely to solve the problem if used in isolation, some
variants of the policies just discussed may have an important
role when used in conjunction with loosening of land-use
restrictions.
One of the bitter truths about the movement to ease
restrictions on creating housing is that it is often easiest to
surmount political opposition to development in poorer
neighborhoods and in neighborhoods populated by minority
communities. Moreover, the gains from easing land-use
restrictions often accrue to white and wealthier people. For
example, Goldberg (2015) analyzed changes in the roughly 120
neighborhood-scale rezonings that took place in New York
City between 2002 and 2014, including major expansions of
residential development like Hudson Yards and GreenpointWilliamsburg. After rezoning, the Greenpoint-Williamsburg
area added 10,000 housing units. The white population of
Greenpoint-Williamsburg increased by nearly 5,500, and
these residents tended to be richer and to pay higher rents than
their neighbors. This growth in the white population occurred
alongside declines in the Hispanic population, despite that
segment growing in the rest of city (Goldberg 2015).
While Goldberg (2015) shows that this pattern was not typical
of up-zoning neighborhoods during this time (up-zoned
neighborhoods saw identical Black population growth as the
city as a whole, significantly higher Asian population growth,
and only slightly lower Hispanic population growth), the
fear over displacement is real and understandable. Moreover,
those who do leave gentrifying neighborhoods wind up in
very low-income locations (Ding, Hwang, and Divringi 2016).
It is important, then, that efforts to loosen development
restrictions are advanced alongside efforts that make housing
more affordable for lower-income or minority communities.
What type of policies can make housing more affordable at the
bottom without inhibiting development? Right now, several
policies inadvertently promote displacement. For example,
HUD’s voucher program (in most cities) calculates fair market
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rent at the metropolitan level, which makes it difficult for
recipients to afford housing in relatively high-cost parts of
the metropolitan area. One obvious improvement is to more
broadly implement the court-ordered Small Area Fair Market
Rent program, which switches the calculation of the housing
choice voucher’s fair market rent value from the metropolitan
area to the zip code. While not perfect, tying vouchers to price
changes at a very local level should offset some displacement
pressure that result from rising rents.
On a broader level, it is important to remember that demandside policies are strong complements to an easing of land-use
restrictions. A recent study by the Institute of Governmental
Studies at the University of California Berkeley (Zuk and
Chapple 2016) found that the construction of subsidized
housing was protective against displacement. Low-Income
Housing Tax Credit construction may crowd out other
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construction under current land-use laws (Eriksen and
Rosenthal 2010), but this is likely to be much less of an issue
when these regulations are relaxed. Similarly, several studies
have shown that blanket increases in voucher generosity are
partially capitalized into rents. This is less likely when housing
supply is more elastic, meaning that more of the benefits of
vouchers will accrue to tenants rather than to property
owners. Finally, an analysis by the Urban Institute shows that
affordable housing construction is significantly more viable
for developers at higher densities (Urban Institute 2016).
Promoting demand-side subsidies alongside movements to
allow market-rate construction is not just sound politics—it is
sound economics. These affordability programs will provide
better bang for the buck when housing supply is less restricted
(Goldberg 2015).

Questions and Concerns

1. Some of your proposals appear to infringe on local
prerogatives. Why is this justified?

3. Would increasing density in large cities harm the
environment?

Federalism in the United States allows local governments to
respond to the desires of their residents. As Tiebout (1956)
and others have shown, this decentralization can lead to
public policy that is more efficient. This deference to local
governments does not always make sense, though. Fischel
(2015) has shown that local governments—like monopolists—
may inefficiently restrict supply. In fact, in this case, localism
makes the problem worse. Fischel shows that metropolitan
areas that are more fragmented tend to have less-inclusive
zoning rules.

If anything, research suggests the opposite. While
environmentalism has often served as a cover for NIMBY
sentiments, the impact studies used in the development process
focus only on local impacts. Glaeser and Kahn (2010) show
that, rather than help the environment, land-use restrictions
that raise prices in low–carbon emissions places like California
push people toward higher-emission locations like Texas
and Oklahoma. These restrictions unintentionally harm the
environment. Moreover, as I discussed in the introduction,
life expectancy varies considerably across places. Restricting
people from the healthiest and most-productive metropolitan
areas is bad for the planet and for human health.

2. Leaving aside land-use restrictions, is it even physically
possible to add units in productive places?
While New York City is the densest metropolitan area in
the United States, other high-productivity places are much
less concentrated. San Francisco and Los Angeles have a
population-weighted density less than half that of New
York. Boston and Philadelphia have very similar populationweighted densities, despite the median monthly housing cost
being 36 percent higher in Boston according to the American
Housing Survey (Wilson et al. 2012). Las Vegas is denser
than Washington, DC, Laredo is denser than Denver, and
Salt Lake City is denser than Portland. The fact that many
metropolitan areas are far less dense than New York City, and
are instead comparably dense with less-restricted and growing
metropolitan areas, demonstrates that those places are not up
against a physical or technological limit.

4. Would relaxing land-use restrictions—and increasing
migration to higher-wage places—harm workers who remain
in lower-wage places that lose population?
This is a possibility, but it is unlikely. The issue discussed
in this brief is how to remove barriers to productive places.
Though many Americans are unable to move to the country’s
most productive places, a substantial number of people do
still move.8 The crux of this proposal is to allow this migration
flow to be redirected to high-productivity places, not just
places with more-lenient housing regulation. Additionally, the
research on the labor market impacts of reduced labor supply
in places experiencing migration outflows is mixed. While
some research shows that some regions may lose important
agglomeration economies (Greenstone, Hornbeck, and
Moretti 2010), other research suggests that labor scarcity may
actually raise wages in these locations (Acemoglu et al. 2004;
Ganong and Shoag 2017; Hornbeck 2012).
While the fate of lower-wage places is an area of concern,
targeting this problem by restricting access to highproductivity places is not the answer.9
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Conclusion

H

ousing markets in the country’s most-productive
regions have landed in bad equilibria, becoming
inaccessible to poorer citizens on the basis of cost.
Without a doubt, finding a solution that provides adequate
access to these engines of opportunity will be challenging.
There are, however, encouraging signs. The YIMBY movement,
though young, has had great momentum, and policy remedies
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are legion. Success stories abound locally and the world over,
providing ways this problem can be addressed. We need more
research to determine how these movements can actually
succeed, and how their messaging can better connect with the
general (and often skeptical) public. There is a growing sense
that this is a fight that can, and must be won.
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Endnotes

1. Author’s calculations based on the IPUMS Census extracts.
2. In 1960 the elasticity of median housing price to median per capita income
was roughly 1 across states. Today, this elasticity is roughly 2. Several papers
document to this change including Glaeser, Gyourko, and Saks (2005b),
Gyourko, Mayer, and Sinai (2013), and Van Nieuwerburgh and Weill (2010).
3. This discussion abstracts from the consideration of local amenities. Obviously migration decisions will depend on people’s personal preferences for
different locations, but the wage and housing cost differentials are major
determinants of the migration choice.
4. Authors’ calculations based on Bureau of Economic Analysis Regional Income data and Zillow Median House Price Per Square Foot index data.

6. For an example of a recent study finding gains for people leaving public housing, see Chyn (2016).
7. Some papers, such as Eriksen and Ross (2015), find less of an impact.
8. There has been significant population gains in places like Atlanta, Charleston,
Orlando, Houston, Phoenix, and Las Vegas–all of which have issued building
permits between 2000 and 2013 totaling 30–60 percent of the stock in 2000
(Elmendorf 2018).
9. For a review of effective policies targeting these areas, see the recent Brookings report (Hendrickson, Muro, and Galston 2018) and The Hamilton
Project’s edited book (Shambaugh and Nunn 2018).

5. Herkenhoff, Ohanian, and Prescott (2018) similarly find very large output
effects of relaxing land-use regulations in California.
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Highlights
In this paper, Daniel Shoag of Harvard Kennedy School and Case Western Reserve
University discusses the inefficiencies of current housing policies—specifically those
related to housing supply—and their effects on economic growth and mobility. High
regional inequality is driven in part by local housing rules that prevent low- and middleincome workers from accessing high-productivity places. To remove these barriers, the
author outlines local, state, and federal policy initiatives that can boost the stock of housing
in booming parts of the country.

The Proposals
Reform local housing supply restrictions to allow for an expanded stock of housing.
The author offers several case studies of localities—both domestic and international—that
have rolled back inefficient restrictions and thereby enhanced access to high-productivity
places. Each of these cases shows how thoughtful policy interventions can increase the
stock of housing and expand access for potential entrants.
Support better housing policy with state and federal incentives. The author proposes
that states establish by-right development policies or other policies that lower barriers
to housing supply. Federal policymakers should provide incentives to encourage local
innovation in expanding access to housing.

Benefits
Restrictive housing policies reinforce regional inequality by keeping low- and middleincome workers out of high-productivity areas. By removing these barriers, Shoag’s
proposed policies would open up the opportunity of these economic hubs to more
Americans, enhancing economic growth and allowing it to be shared more widely.

1775 Massachusetts Ave., NW
Washington, DC 20036
(202) 797-6484

30

Printed onBarriers
recycledtopaper.
WW
Removing
Accessing High-Productivity Places

W. H A M I LT O N P R O J E C T. O R G

Why Market Rate Housing Typically Reduces Displacement

I grew up near Santa Monica (attended Uni High) and spent a lot of time in the
city. I left for college in 1974 but my family was still living in the area when Santa
Monica housing prices took off in the late 1970’s. I recall the terrible stories of
seniors facing eviction from their longtime homes. I closely followed the battle to
enact rent control and just cause eviction laws and was thrilled when these laws
passed. Santa Monica’s tenant protections were much stronger than those we had
in San Francisco, where I lived in the 1980’s and still work.
From the very start, the upscale transformation of Santa Monica was not driven by
new “luxury” housing development. To the contrary, Santa Monica was
experiencing the same dynamic of urban revival seen in that period in San
Francisco, New York City, Boston and other cities. Rents and home prices sharply
rose in response to an increased demand for a relatively unchanged housing supply.
As with other cities, the enactment of strong rent controls could not stop the
gentrification of Santa Monica. Prices would not have risen so high so fast if the
state had not used the Costa-Hawkins Act in 1995 to end the city’s vacancy control
law, but the city was also not building anywhere near enough housing to meet
increased demand. Ownership prices were not impacted by rent control and the
failure to build more affordable condos on transit corridors left all but affluent
buyers priced out of the city.
In my book, Generation Priced Out: Who Gets to Live in the New Urban America,
I discuss over a dozen cities impacted by rising unaffordability. Only New York
City has seen new market rate housing facilitate gentrification. More typical is
what I describe in LA’s Highland Park. A neighborhood seemingly immune from
gentrification attracts buyers priced out of adjacent neighborhoods. Had their
desired neighborhoods built a decent supply of new condos then buyers would not
have ended up shifting to Highland Park; but absent units they could afford in their
first choice neighborhood they “discovered” and purchased in Highland Park. That
process made Highland Park one of the nation’s fastest gentrifying neighborhoods;
and its upscale transformation was fueled by the lack of available market rate
housing nearby.

In San Francisco, the lack of available homes leads some to engage in owner-move
in eviction of tenants. These evictions exploded during the dot-com boom of the
late 1990’s as rising demand to buy met a fixed supply. Unable to find an
affordable condo, buyers displaced tenants in the Mission District and other areas.
Not building market rate housing did not protect tenants; to the contrary, it put
them at greater risk.
People often argue that cities cannot “build their way out of the housing crisis.”
But no city has not built its way out of rising unaffordability. To claim that the
laws of supply and demand do not apply to housing is akin to climate change
denial; when cities force residents to engage in a Hunger Games-type competition
for available homes the winner is always the highest bidder.
We also hear that developers only build “luxury” homes so that increasing supply
has no impact. For units built in Manhattan that go for $10 million and up, this
claim is true. But most new housing built sells for less than existing homes. In fact,
I cite in my book a study of San Francisco home sales in 2016 that found 90% of
the sales over $1 million were long existing homes, not new construction. We hear
a lot about “greedy” developers; we hear far less about homeowners profiting from
the artificial scarcity their anti-housing policies create.
Due to zoning restrictions, multi-unit buildings are barred from many desirable
neighborhoods. Many cities only allow them in downtown areas, resulting in the
luxury high rises that do not reduce demand. But if cities legalized multi-unit
buildings citywide we would see a huge influx of more affordable units. Homes in
the typical new multi-unit building are cheaper than what can be found in most
high-opportunity neighborhoods; the problem is that cities do not let this housing
be built.
No city has increased affordability by stopping new market rate housing. Santa
Monica needs to follow Culver City’s lead and build the new units that an
economically diverse city needs.
Randy Shaw is the Director of the Tenderloin Housing Clinic, San Francisco’s
leading provider of housing for homeless single adults. He is the author of
Generation Priced Out: Who Gets to Live in the New Urban America
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Summary Report
of Multifamily
Housing Production and
Housing Trust Fund
Financing

The City of Santa Monica Housing Division’s mission is to
create new affordable housing opportunities, preserve
existing affordable housing, and help residents retain their
affordable housing.
The Housing Division is part of the City’s Housing and Economic and Development
Department.
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Summary Report Contents
The draft summary report includes information and data regarding: 1) status of the Housing
Element’s quantified objectives for the 2013-2021 period; 2) multifamily housing production for
Fiscal Year 2018-19 [i.e., Proposition R]; 3) implementation of the Housing Trust Fund Plan; and
4) affordable housing financing commitments for Fiscal Year 2018-19 [i.e., Proposition I].
Quantified Objectives
State Housing Element law requires that each City identify and analyze existing and projected
housing needs within their jurisdiction for the next eight years, and prepare goals, policies,
programs and quantified objectives to further the development, improvement, and
preservation of housing. The quantified objectives represent a level that the City believes is
reasonable given the uncertainty of available resources from the State and other sources. The
quantified objectives established for Santa Monica aim for almost 50% of residences produced
to be affordable to lower- and moderate-income households.
The table on the following page illustrates the current status of the quantified objectives.
When evaluating housing that has been built, is under construction, and has City Planning
approval for the Housing Element 2013-2021, the City is exceeding its quantified objectives for
extremely low-income, very low-income, and above-moderate residences. The City still needs
to add 92 low-income residences and 82 moderate-income residences to its development
pipeline to meet the percentage goals as defined by the quantified objective.

Housing Element 2013-2021
Income Category

Quantified Objective

Extremely Low-Income (30% AMI)
Very Low-Income (50% AMI)
Low-Income (80% AMI)
Moderate-Income (120% AMI)
Above Moderate (Market Rate)
Totals:

83
214
263
111
700
1,371

Total Built, In
Construction, with
Planning Approval
170
318
171
29
2693
3,381

671

688

Affordable Housing Subset

Quantified
Objective
Surplus/Deficit
87
104
(92)
(82)
1,993
2,010
(174)*

*counts only negative #'s from above
See Appendix A for detailed information used in summarizing the data in the above table.
Proposition R and the Affordable Housing Production Program
The Affordable Housing Production Program (AHPP) implements the voter initiative from 1990
called Proposition R, making the creation of affordable housing mandatory as part of the
development of market-rate apartment buildings. Developers of new multifamily buildings are
required to contribute to affordable housing in Santa Monica, either by:
2

•

Constructing affordable residences onsite in a development.

•

Constructing affordable residences offsite in another development. The construction of the
market rate development and the development fulfilling the off-site requirements must be
concurrent.

•

Paying an affordable housing fee that is used by the City to subsidize affordable housing
developments. Affordable housing fees must be paid by developers prior to final
completion of the development and are deposited into the Citywide Housing Trust Fund.

•

Dedicating or selling land to the City or nonprofit housing provider for affordable housing.

During FY 2018-19, 59% of completed multifamily residences were affordable to low- and
moderate-income households, and therefore the City met the Proposition R requirement that
30% of all new multifamily development be affordable (see table below).
The Proposition R affordable housing production mandate also continues to be met over the
longer term as well, as 38% of all multifamily housing constructed pursuant to Proposition R is
affordable (see Appendix B for cumulative Proposition R production). However, developments
in construction and which received planning approval during FY 2018-19 are not on track to
satisfy the 30% affordability mandate.
FY 2018-19 Affordable Housing Production Program Summary
Development
Stage
Completed
In Construction
Planning Approvals

Affordable
Residences
(Low & Mod.)
68
147
125

Total
Residences
116
980
498

Percent
Affordable
(Low & Mod.)
59%
15%
25%

See Appendix C for detailed lists of affordable multifamily developments completed, in
construction, and with planning approval, in FY 2018-19
In addition to reporting affordable housing production, the City also determines and publishes
annual maximum household income levels, and maximum apartment rent levels, for low- and
moderate-income families who are eligible to reside in affordable housing in Santa Monica. The
table below shows the maximum allowable household incomes and rent levels as of the end of
FY 2018-19.
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Maximum Allowable Incomes and Rents as of May 2019*
2019 Maximum Income Levels by Household Size

Household Size
One Person
Two Person
Three Person
Four Person

Low-Income
$58,450
$66,800
$75,150
$83,500

Moderate-Income
$61,400
$70,150
$78,950
$87,700

2019 Maximum Rent Levels by Apartment Type

Apartment Type
Low-Income
Moderate-Income
Zero Bedroom
$768
$1,407
One Bedroom
$877
$1,608
Two Bedroom
$987
$1,809
Three Bedroom
$1,097
$2,010
*Maximum incomes and rents are updated annually. Maximum rents are
calculated using the Los Angeles County Median Income of $73,100

Affordable Housing Financing
Development organizations typically fund newly constructed affordable housing with federal
Low-Income Housing Tax Credits and a bank loan. Even with these two sources, there often is a
large remaining funding gap; the City fills the gap using local Housing Trust Funds. The Housing
Trust Funds provide critical financing to ensure that the supply of affordable housing increases
in Santa Monica. The Housing Division uses Housing Trust Funds to make loans to non-profit
organizations for the production and preservation of affordable housing. Historically, a
significant portion of the Proposition R affordable housing mandate has been fulfilled by nonprofit developers who use City funding to create affordable housing.
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Housing Trust Fund Spending Prioritization
On July 24, 2018, the Santa Monica City Council approved the current Housing Trust Fund Plan
effective concurrently with the 2014-2021 Housing Element cycle. Housing Trust Funds are one
of the key drivers of preserving housing affordability levels in Santa Monica. Main points that
direct how to spend the trust funds include:
•

The City should aim to enter into Housing Trust Fund (HTF) spending commitments for
affordable housing production and preservation totaling at least $15 million to $18 million
during each fiscal year.

•

Ramping up the Preserving Our Diversity (POD) local basic needs assistance subsidy
program to a range that requires a commitment of no more than $2 million per fiscal year in
HTF funds.

•

A priority should be providing permanent housing for persons experiencing homelessness,
specifically Santa Monicans included in the Santa Monica Homeless Registry.

•

The remaining funds spent each fiscal year should be used to create new affordable housing
units for seniors, persons living with disabilities/persons experiencing homelessness, large
families, small families (including individuals), and people experiencing homeless.

There are currently four active Housing Trust Funds, each described below.
•

Citywide – Funding for this program is provided using revenues generated through
Development Agreements with for-profit development firms doing business in the City
of Santa Monica, in-lieu of fees from the Affordable Housing Production Program
(AHPP), the Affordable Housing Commercial Linkage Fee Program, and proceeds from
the sale of City-owned property. Funds can be used to make loans to eligible borrowers
to provide affordable housing, for low- and very low-income households through
acquisition and/or rehabilitation or new construction.
FY 2018-19 Beginning Fund Balance
Commitment
Expenditure
Revenue
FY 2018-19 Uncommitted Ending Fund Balance

•

$25,770,189
($20,957,836)
($46,511)
$2,274,139
$7,039,980

Redevelopment Replacement – The majority of funding for the Redevelopment
Replacement program is generated through the voter-approved Measure GSH in 2017, a
local measure in response to the State-mandated elimination of the City’s
Redevelopment Agency. The measure increased the transaction and use tax by 0.5%, of
which half of the revenue is dedicated to affordable housing while the other half is
dedicated to the Santa Monica school district. An additional $72.8 million of funding
comes from the repayment of loans made by the City to the former Santa Monica
Redevelopment Agency. The City Council has directed all loan repayments to the
5

Housing Trust Fund. (Because the City loans will be completely repaid in FY 2020-2021,
it will not serve as a source of on-going funding.) Redevelopment Replacement Funds
can be used to make loans to eligible borrowers to provide affordable housing for lowand very low-income households through acquisition and/or rehabilitation or new
construction. The City also uses the Redevelopment Replacement funding for the
Preserving our Diversity (POD) program.
FY 2018-19 Beginning Fund Balance
Commitment
Expenditure
Revenue
FY 2018-19 Uncommitted Ending Fund Balance

•

Tenant Ownership Rights Charter Amendment (TORCA) – Funding for this Program is
provided using revenues generated pursuant to the Tenant Ownership Rights Charter
Amendment, as amended by Proposition K (including the repayment of shared
appreciation loans made pursuant to this Program). Program funds can be used to make
loans to eligible borrowers who will provide affordable housing, principally for low- and
moderate-income households.
FY 2018-19 Beginning Fund Balance
Expenditure
Revenue
FY 2018-19 Uncommitted Ending Fund Balance

•

$30,292,929
($23,645,787)
($899,983)
$22,190,061
$27,937,220

$5,421,353
($37,554)
$250,106
$5,633,905

Low- and Moderate-Income Asset Fund – Funding sources for this program are
generated from proceeds from the sale of former Redevelopment Agency housing
assets, residual receipts (i.e., loan payments from former Redevelopment Agency assets
(i.e., loans), as well as a portion of the loan repayments from the former Redevelopment
Agency to the City. Sources are set aside for the purpose of increasing, improving and
preserving the community’s supply of low- and moderate-income housing as stipulated
by California Health and Safety Code Section 34176. Projects eligible for this funding
include all new construction projects that are affordable to households whose income,
as adjusted for household size, does not exceed 80% of median income.
FY 2018-19 Beginning Fund Balance
Commitment
Expenditure
Revenue
FY 2018-19 Uncommitted Ending Fund Balance

$6,645,426
($9,800,000)
($223)
$3,603,078
$448,281

The total uncommitted FY 2018-19 ending fund balance for the four trust funds is $41,059,388,
but an additional $12,457,090 has been allocated (but not formally committed) in FY 2018-19
6

for affordable housing developments in the pipeline (i.e., new construction developments in
which the City has already committed acquisition and predevelopment funding, but which will
require additional City funding to fill the financing gap once the total development costs are
known). This means that the actual FY 2018-19 available trust fund balance is $28,602,298. See
table below for calculation.

Calculating FY 2018-19 Total Ending
Available Housing Trust Fund (HTF) Balance
Citywide HTF
Low- and Moderate-Income Asset HTF
Redevelopment Replacement HTF
TORCA HTF
Total Uncommitted FY 2018-19 Ending Fund Balance
FY 2018-19 Allocated Funding Not Formally Committed

$7,039,980
$448,281
$27,937,220
$5,633,905
$41,059,387
($12,457,090)

Total FY 2018-19 Ending Available Trust Fund Balance

$28,602,297

The City has committed or allocated $93,681,447 of the available $122,283,744 total identified
in the 2014-2021 Housing Trust Fund Plan. Allocations funded housing needs for four target
groups: 1) persons living with disabilities and persons experiencing homelessness; 2) large
families (2-3 bedrooms); 3) seniors; and 4) small families/individuals (0-1 bedroom). The
remaining total available balance is $28,602,297.

HOUSING TRUST FUNDS ALLOCATION PLAN: 2014-2021
Housing Trust Fund Allocations as of June 30, 2019
Persons Living with
Disabilities and
Persons Experiencing
Homelessness

Large Families

Available Funds (2014-June 2019)

$30,570,936

$30,570,936

$30,570,936

$30,570,936

$122,283,744

Committed/ Allocated Funds *

($25,395,495)

($25,082,602)

($21,970,940)

($21,232,410)

($93,681,447)

83%

82%

78%

70%

78%

$5,175,441

$5,488,334

$8,599,996

$9,338,526

$28,602,297

Housing Trust Fund Revenue and
Commitments

% of Committed/ Allocated $$ to
Available $$
BALANCE

Seniors

(2-3 bdrms)

Small Families /
Individuals
(0-1 bdrms)

TOTAL

* "allocated" includes the amount needed for construction in addition to the acq/predevelopement loan already committed

See Appendix D for Housing Trust Fund Allocation Plan loan details.
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Proposition I
In 1998, Santa Monica voters approved Proposition I, which limits the amount of affordable
housing that the City government can finance. Proposition I added Article XXI to the City
Charter. Article XXI determines the number of affordable residences that the City is authorized
to acquire, develop, or construct each year (Section 2110 of the City Charter). The limit equates
to one-half of one percent (0.5%) of the number of all homes in Santa Monica at the end of the
previous year (plus carryover authority from previous years).
The City was authorized to finance the creation of 1,055 affordable residences in FY 2018-19.
The City used housing trust funds to finance the development of 220 affordable residences in
five developments: 1) 1413 Michigan Avenue; 2) 1445 10th Street; 3) 1819 Pico Boulevard; 4)
1834 14th Street; and 5) 2120 Lincoln Boulevard, which is in compliance with Proposition I for FY
2018-19.
Calculating the Prop I Limitation
The first step in determining the City’s limit for financing new affordable housing in FY 2018-19
involves finding the number of residences at the end of the fiscal year on June 30, 2019 as
calculated below:
Number of Residences at start of FY 2018-19:
Minus Residences Demolished in FY 2018-19:
Plus Residences Constructed in FY 2018-19:
Number of Residences at end of FY 2018-19:

52,871
(43)
155
52,983

The 52,983 residences that existed at the end of FY 2018-19 give the City new authority to
finance 265 additional affordable apartments (one-half of 1% of 52,983 = 265) under Prop I.
The City’s total authority for FY 2019-20, shown in the table below.

Prop I Annual Authority Calculation

per Section 2120 of City Charter
FY 2019-20
FY 2018-19 Authority
Authority Used during FY 2018-19:
Expired Unused Authority at June 2019:
Carryover Authority FY 2016-17 to 2018-19:
Plus FY 2019-20 New Authority:

1,055
(220)
(43)
792
265

Grand Total 2019-20 Authority:

1,057

See Appendix E for details on pipeline of City-financed affordable housing
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A. Housing Element Quantified Objectives tracking details
B. Cumulative Proposition R Achievements since FY 1994-95
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APPENDIX A
Housing Element 2013-2021: Quantified Objectives Tracking Details
Multifamily Developments Anticipated to Complete Construction After January 1, 2014
Address

713 Ashland
914 5th St
947 4th St
1236 25th St
2640 Lincoln Blvd.
214 Santa Monica Blvd.
1837 12th Street
1319 Yale St
1127 Princeton St
1959 High Place [HPE] [2401 Virginia]
1171 Franklin St
908 5th St
1754 19th St/1755 18th St/1924 Euclid
612 Lincoln Blvd
1317 7th St
702 Arizona Ave
1919 4th St
525 Broadway
2438 Ocean Park Blvd
1755 Ocean Avenue
1725 Ocean Avenue
1012 2nd St
1959 20th Street
1705 Ocean Avenue
943 16th St
1834 Euclid Street
829 Broadway [Phase II]
520 Colorado
1750 10th St
1548 6th St
1433 18th St
1211 9th St
1433 14th St
1318 2nd St
2316 3rd St
1803-1807 16th St
1347 19th St
1038 Bay St
1423 Franklin St.
2919 Lincoln Blvd
3214 Highland
3008 Santa Monica Blvd.
954 5th St
1455 4th St
2323 28th St
1112 Pico Blvd
1626 Lincoln Blvd.
723 Pier Ave
1136 18th St
1253 17th St
1025 Euclid St.
1621 Franklin St
2930 Colorado (VTP)
2913 10th St
2300 Wilshire Blvd
1444 11th St
1533 11th St

Total
2
4
5
3
2
38
8
6
3
44
6
3
49
4
57
49
3
122
2
93
160
4
2
65
5
2
19
34
7
4
6
5
19
53
3
10
3
2
3
10
6
26
3
2
8
32
64
2
3
4
5
4
356
3
30
8
5

Ex-Low 30

V-Low 50

Low 80

Mod 120

4
1
5

39
1

5

42

5
3

2

6
5

58

47

53

1

12

20

3
2
1
1

5

7

3

35

1
1

1

2

4
39

16

5

1

1
18

1

2
1

10

Market
2
4
5
3
2
34
8
5
3

4
51
44
3
122
2
93
2
4
2
65
4
2
0
6
3
5
4
19
43
3
10
3
2
3
9
5
24
3
2
7
28
0
2
3
4
5
3
318
3
30
6
4

Status
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
Completed
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction

APPENDIX A (continued)
Housing Element 2013-2021: Quantified Objectives Tracking Details
Multifamily Developments Anticipated to Complete Construction After January 1, 2014

Address
1329 California Ave
1927 18th St
1541 Franklin
1807 17th St
1601 Lincoln Blvd
1014 Bay St
1035 21st St
1216 Arizona Ave
122 Strand St
1560 Lincoln Blvd
1613-37 Lincoln Blvd.
1641 Lincoln Blvd.
1927 19th St
2102 5th St.
212 Bay St.
2219 Virginia Ave
436 Pier Ave
500 Broadway (offsite 1626 Lincoln)
2215 5th St
401 Ocean Ave
1820 14th St
2512 7th St
1041 17th St
1121 22nd St
1211 12th St
1325 6th St
1430 Lincoln Blvd
1437 Lincoln Blvd
1518 11th St
1703 Ocean Front Walk
1754 10th St
1840 17th St.
1949 17th St
2901 Santa Monica Blvd
2903 Lincoln Blvd.
423 Ocean Ave. [aka 429]
601 Wilshire Blvd
919 Broadway
2225 Broadway
1450 Cloverfield Blvd.
1318 Lincoln Blvd.
1650 Lincoln Blvd
1342 Berkeley St
1443 18th St
234 Pico Blvd
2822 Santa Monica Blvd
1828 Ocean Ave
1921 Ocean Front Walk
1235 5th St
2906 Santa Monica Blvd
3223 Wilshire Blvd
1445-1453 10th St
1707 Cloverfield Blvd
2729 Wilshire Blvd
1410 5th Street

Total
3
3
5
6
90
3
3
2
3
100
191
66
3
2
3
3
3
249
2
3
39
3
8
3
13
64
100
40
6
6
3
5
5
51
47
12
40
2
16
34
43
100
8
12
105
50
83
22
23
44
53
40
63
9
4
3,379

Ex-Low 30

V-Low 50

Low 80

14

1
4

15

5

20

15

15
5

4

Mod 120

1
1

4

6

5

4

1
1
1
1

2

5
2
3
4
8
8
8
4

12

4

4
4
5

20

170

314
688

11

5

16

175

29

Market
3
3
4
5
71
3
3
2
3
80
176
61
3
2
3
3
3
249
2
3
0
3
8
3
9
64
100
34
5
5
3
4
4
46
43
10
35
2
14
31
39
92
0
12
97
46
71
22
18
40
49
0
58
9
4
2,691

Status
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
In Construction
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval
Planning Approval

Appendix B
Cumulative Proposition R Achievements
Affordable New Multifamily Residences Completed Annually
FY 1994-95 through FY 2018-19
Affordable
Reporting
Total
Percent
Market-Rate Residences
(Low &
Period
Residences Residences
Affordable
Moderate)

Percent
Prop R
CityPercent
Very LowCompliance
Funded
Affordable
and LowAchieved
Affordable
CityIncome
Due to City
Residences
Funded
Residences
Funding

FY 1994-95

11

9

2

18%

18%

0

0%

N/A

FY 1995-96

0

0

0

0%

0%

0

N/A

N/A

FY 1996-97

108

10

98

91%

36%

95

97%

Yes

FY 1997-98

111

43

68

61%

40%

60

88%

Yes

FY 1998-99

168

22

146

87%

33%

91

62%

No

FY 1999-00

166

43

123

74%

72%

120

98%

Yes

FY 2000-01

420

311

109

26%

14%

20

18%

N/A

FY 2001-02

702

491

211

30%

22%

110

52%

Yes

FY 2002-03

212

211

1

0%

0%

0

0%

N/A

FY 2003-04

235

195

40

17%

12%

13

33%

N/A

FY2004-05

55

29

26

47%

27%

0

0%

No

FY 2005-06

39

37

2

5%

0%

0

0%

N/A

FY 2006-07

272

186

86

32%

32%

85

99%

Yes

FY 2007-08

296

201

95

32%

32%

91

96%

Yes

FY 2008-09

537

289

248

46%

15%

82

33%

No

FY 2009-10

189

169

20

11%

7%

20

100%

N/A

FY 2010-11

134

126

8

6%

6%

0

0%

N/A

FY 2011-12

156

55

101

65%

2%

0

0%

No

FY 2012-13

483

237

246

51%

31%

145

59%

Yes

FT 2013-14

458

201

257

56%

56%

253

98%

Yes

FY 2014-15

157

127

30

19%

7%

0

0%

N/A

FY 2015-16

175

141

34

19%

19%

32

94%

N/A

FY 2016-17

100

87

13

13%

12%

0

0%

No

FY 2017-18

46

44

2

4%

2%

0

0%

No

FT 2018-19

116

48

68

59%

58%

64

94%

Yes

5,346

3,312

2,034

38%

25%*

1,281

63%

Yes

TOTAL:

* A total of 1,337 out of 5,346 residences are affordable to very low- and low-income households.
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APPENDIX C
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APPENDIX C (continued)
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APPENDIX C (continued)

15

APPENDIX D

HOUSING TRUST FUND LOAN DETAILS CHART
Funding Commitments: January 2014 - June 2019
Persons Living
w/Disibilities &
Persons
Experiencing
Homelessness

2520 Euclid St.
2621 26th St.

Large Families
(2-3 bedrooms)

Seniors

$1,546,875

$3,953,125

$6,754,863

419/1616 Ocean Ave.

$3,426,059

1820-26 14th St.
1342 Berkeley St.

Small Families /
Individuals
(0-1 bdrms)

$10,570,940
$3,803,632

1930 Stewart St. (MVMHP)

$500,000

1445-53 10th St.

$11,400,000

Loan Status

# of
Residences

$5,500,000

committed

10

$6,754,863

committed

12

Total

$3,426,059

committed

26

$10,570,940

committed

39

$3,803,632

committed/allocated

8

committed

105

$500,000
$11,400,000

committed/allocated

40

2120 Lincoln Blvd.

$6,037,006

$3,510,650

$9,547,656

committed/allocated

37

1834-48 14th St.

$9,363,908

$5,467,853

$14,831,761

committed/allocated

55

1819 Pico Blvd. & 2024 19th St.

$8,134,814

$4,374,722

$12,509,536

committed/allocated

48

$14,837,000

committed/allocated

1413 Michigan Ave.

$14,837,000

Total Committed & Allocated:

$25,395,495

$25,082,602

$21,970,940

16

$21,232,410

$93,681,447

42
422

APPENDIX E

Pipeline of City-Financed Affordable Housing
Year of Prop. I
Authority

Affordable Housing
Address

Status

Number
of Homes

FY 2016-17

1616 Ocean Ave
419 Ocean Ave

In Rehabilitation

26

FY 2017-18

1342 Berkeley St

Predevelopment

8

FY 2017-18

1820-26 14th St

In Construction

39

FY 2018-19

1413 Michigan Ave

Predevelopment

42

FY 2018-19

1445-53 10th St

Predevelopment

40

FY 2018-19

1819 Pico Blvd & 2024
19th St.

Predevelopment

48

FY 2018-19

1834-48 14th St

Predevelopment

55

FY 2018-19

2120 Lincoln Blvd

Predevelopment

37

Total # of Units in
Pipeline:

295

17

