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EXECUTIVE SUMMARY

America’s fastest-growing cities offer lessons on how America can address its housing affordability crisis.
Based on our analysis of the 250 largest metropolitan areas and a deep dive into 25 large metros in the
Sun Belt and Mountain states, places scoring best for pro-growth housing and land-use policies are
mostly large Sun Belt metros from the Carolinas through Texas to Utah.

Top-performing metros for pro-growth policies include Austin and Houston, Texas; Charlotte, North
Carolina; Greenville, South Carolina; and Provo, Utah. The most pro-growth localities within the Sun Belt—
Mountain metros are mostly suburban boomtowns like Leander, Texas, and Apex, North Carolina, but a
handful of large core cities like Houston and Fort Worth, Texas, score high as well.

Cities that achieve 10% faster housing growth than our simple demand model predicts tend to have home
prices and rents 8% to 10% lower than they otherwise would as a result, our analysis shows. If all of
America’s 250 largest metros had policies as pro-growth as the 25 Sun Belt—-Mountain metros, the 250
metros would have added some 5.6 million more homes from 2010 to 2023, based on a counterfactual
analysis we present in this report. Average home prices would be $115,000 lower than they are today, we
estimate. Monthly rents would be $450 lower.

Sun Belt cities that outperform for pro-growth policies embrace population growth and outward expansion
to a much greater extent than other U.S. cities. And cities that outperform for pro-growth policies are
mostly places that score high for market friendly, light-touch regulation in other economic domains.
Policies to promote smart expansion and infill development include the following:

e Allow apartments, duplexes, and townhomes in substantial fractions of every city.

e Reduce minimum lot sizes to allow more homes on available land.

e Allow homes in all commercial areas and repurpose underused commercial land.

e Reduce or eliminate parking requirements for new apartment buildings.

e Enable innovative technologies like modular construction and 3D printing to take root.

Creating more in-demand cities, towns, and neighborhoods is an underappreciated but vital part of
addressing America’s housing crisis. The nation suffers from a demand-supply mismatch: Demand for
homes in wealthy, scenic Pacific Coast metros has been strong, but ultrarestrictive policies have blocked
sufficient supply, while many Midwestern and Southern cities have reasonably pro-growth policies but
weak demand. The leading Sun Belt metros have outperformed in adding housing supply because
demand to live there has grown and policies have allowed housing supply to keep up, for the most part.
Cities can’t easily change their natural surroundings, but they can become more attractive in these ways:

e Get the urban basics right: Safety, schools, educational and medical institutions, infrastructure,
financial sustainability, and commerce friendly policies.

e Follow the “Jane Jacobs Principle”: Allow fine-grained mixing of land uses and human activities in
as many places as possible, because this is what makes cities flourish.

e Allow dynamic change in land use rather than trying to freeze neighborhoods in place.

e Focus relentlessly on quality placemaking: Good design, walkability, revitalized live-work-play
downtowns, thriving innovation districts, and great parks and trails.



Policies focused on subsidized homes for lower-income families are drastically underdelivering relative to
America’s needs and failing to target the nation’s most vulnerable residents. Cities should redirect
available resources from expensive new construction to preserving and rehabbing existing housing at
large scale to stretch dollars as far as they can go, create new funding streams to increase supply of
rental units affordable to very low-income households, and rework policies to allow better mixing of public
with private and nonprofit capital and expertise.

Congress should create new Smart Growth and Infill programs to fund what works at scale, make the low
income housing tax credit and housing choice voucher programs more flexible, create new funding
streams targeting rental apartments for very-low-income families, and end counterproductive demand
subsidies like the mortgage interest deduction.
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I. INTRODUCTION

America has been building too few homes since the start of the 21st century. As a result, home prices
have risen dramatically relative to people’s incomes.

This is bad news for opportunity and economic mobility, because housing and opportunity are joined at
the hip. Home prices powerfully shape the economic opportunities available to people, the quality of life
they enjoy through hard work, and their ability to build wealth and financial security.

This report, fifth in the George W. Bush Institute-SMU Economic Growth Initiative’s Blueprint for
Opportunity series, explores what’s gone wrong in housing markets and how these patterns are remaking
the geography of opportunity in 21st century America. It ranks the nation’s 250 largest metropolitan areas
for how pro-growth their housing policies are and draws lessons from pro-growth cities. And it outlines a
policy agenda for building homes in ways that would expand opportunity.

The report also features a deep dive into 25 large, fast-growing metros in the Sun Belt and Mountain
states, with data on 248 cities and counties within these areas.” We focus on these places for two
reasons. First, a disproportionate share of homes built since 2010 are in these 25 metros, so the future of
housing supply in America depends in significant part on whether they continue to allow rapid growth.
Second, they offer lessons on how other cities might create more pro-growth environments.

This report makes three main points:

e Faster growth in new home development is by far the most important answer to the nation’s
housing challenges — a conclusion shared by most housing experts and confirmed by our
analysis.

e Policies to build more homes and policies to expand opportunity in cities, towns, and
neighborhoods should go hand in hand, because housing and economic mobility are intertwined.

e This means building on what’s working today. The medium-density growth model that’s proved
successful in our 25 Sun Belt-Mountain state metros is likely to be the most effective path toward
addressing America’s housing problems — though these places face large challenges, too.

Home prices in 21st century America

Rents, home prices, and homeownership costs (incorporating interest rates) have each risen roughly 20%
more than incomes in the United States since 2000, Section Il of this report shows. Home prices in 2000
were moderately above what we would see in a well-functioning housing market,” but today they’re far
above healthy levels. These trends have taken the worst toll on lower-income Americans, who have
mostly lost out in what amount to bidding wars for scarce homes in many U.S. cities.

* The 25 Sun Belt and Mountain state metropolitan areas we focus on in this report are Atlanta, Georgia; Austin, Texas; Boise,
Idaho; Cape Coral-Fort Myers, Florida; Charleston, South Carolina; Charlotte, North Carolina; Colorado Springs, Colorado; Dallas—
Fort Worth, Texas; Deltona—Daytona Beach—-Ormond Beach, Florida; Denver, Colorado; Fayetteville-Springdale-Rogers, Arkansas;
Greenville, South Carolina; Houston, Texas; Jacksonville, Florida; Lakeland—Winter Haven, Florida; Las Vegas, Nevada; Nashville,
Tennessee; North Port—-Sarasota—Bradenton, Florida; Orlando, Florida; Phoenix, Arizona; Provo, Utah; Raleigh, North Carolina; Salt
Lake City, Utah; San Antonio, Texas; and Tampa, Florida.

" Fora description of what we would expect from a well-functioning housing market, see our analysis in Section Il, under “Why
America needs faster housing supply growth.”
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Housing challenges are far worse in some places than others. Price-to-income ratios are roughly 50%
higher than national averages in 25 large Northeast and Pacific Coast metros that we’ve chosen for
comparison with our 25 Sun Belt—Mountain state metros in this report.” In the Sun Belt—Mountain metros,
by contrast, price-to-income ratios are modestly below national averages.

Underproduction of homes, mostly since the global financial crisis of 2008, is the chief cause of the
nation’s growing affordability challenges. Severe underproduction in the Northeast—Pacific Coast metros,
moreover, accounts for why the price gap between these and other cities has ballooned since 2010,
though price differences across metros also reflect differences in income levels and housing demand.

Our 25 Sun Belt—-Mountain state metros account for fully 41% of single-family homes and 35% of
apartments built in America’s 250 largest metros between 2010 and 2023. Home prices have risen faster
in these metros than elsewhere despite outsized supply growth because of tremendous housing demand
in these places — reflected in rapid inbound migration from elsewhere in the United States.

America’s most pro-growth cities

The Sun Belt—Mountain state metros we focus on generally have much more pro-growth housing policies
than metropolitan America as a whole, based on a scoring method we explain in Section Ill. The 25
Northeast—Pacific Coast metros mostly have more restrictive policies than average.

Among America’s 100 largest metro areas, the five top-performing metros for pro-growth housing policy
are Charlotte, Austin, Provo, Greenville, and Houston. The five worst performing are Honolulu, Hawaii;
and San Jose, San Diego, San Francisco, and Riverside-San Bernardino, California.

Within the 25 Sun Belt—Mountain state metros, top-performing localities based on a similar analysis
include suburban cities like Leander, Georgetown, and Kyle in the Austin metro area; New Braunfels in
the San Antonio area; Queen Creek in the Phoenix area; and Apex and Wake Forest in the Raleigh,
North Carolina, area. Among core cities in these metros, Houston, Fort Worth, and Dallas rank well above
average, while Western cities like Salt Lake City, Phoenix, and Boise, Idaho, generally rank below
average.

If all of America’s 250 largest metros had policies similar to those of the 25 Sun Belt—-Mountain state
metros, the 250 largest metros would have added about 5.6 million more homes from 2010 to 2023 than
they actually did, based on a counterfactual analysis we present in Section Ill. Average home prices
would be $115,000 lower than they are today, we estimate. Monthly rents would be $450 lower.

Principles for building high-opportunity, affordable cities
We suggest several principles based on the experience of pro-growth cities and other localities:
e Expand: Allow and promote smart outward growth in suburban and exurban areas.

e Build more homes within cities: Streamline permitting processes; allow apartments, smaller
homes, and smaller lots; permit homes in commercial areas; and reduce parking requirements.

* For a list of the 25 large Northeast—Pacific Coast metros, see Table 1 in Section Il.
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e Innovate: Allow and promote cost-saving innovations like 3D-printed building components and
high-quality manufactured and modular homes.

e The Jane Jacobs principle: Promote fine-grained diversity of land uses and activities to create
vibrant, opportunity-rich cities, towns, and neighborhoods.

e Allow dynamic evolution of land use rather than trying to freeze current patterns in place: Avoid
measures to control rents or block development with the aim of preventing displacement.

e Get the urban basics right: Safety, good schools, infrastructure, and financial sustainability.

e Embrace quality placemaking: Develop walkable neighborhoods; revitalize downtowns; develop
innovation districts; and invest in parks, trails, and waterfronts.

o Invest carefully in subsidized housing: Focus on preservation as well as new building; put well-
located publicly owned land to use; develop new funding streams and stretch existing ones.

Our study of America’s most pro-growth cities offers three additional lessons:

e The experience of our Sun Belt—Mountain state metros argues for optimism on the scope for
developing high-opportunity localities in new places. Housing policy need not focus primarily on
squeezing more homes into today’s wealthiest but most densely built-up cities.

e Our analysis doesn’t point to any city that’s been particularly successful in overcoming
entrenched local opposition to greater housing density. We consequently emphasize allowing
markets to work more effectively to build homes in areas with less opposition.

e  While our 25 Sun Belt—-Mountain metros have outperformed other metros for building new
subsidized homes for lower-income families, this report shows that pro-growth policies allowing
adequate construction of market-rate homes are the most important driver of housing affordability
— including for low- and moderate-income families.

A federal, state, local, and philanthropic agenda for change

Federal policymakers should address the housing crisis by promoting housing supply growth.
Policymakers should be cautious about subsidizing demand, since demand subsidies in supply-
constrained markets push prices higher. Pro-growth policies include funding and technical assistance for
local initiatives to reimage land-use rules and plan for smart suburban expansion, plus greater flexibility in
the low income housing tax credit program and new funding streams to support housing stock
preservation and mixed-income development. Congress should avoid top-down mandates and housing
subsidies targeting specific locations. It should also eliminate counterproductive subsidies like the
mortgage interest tax deduction.

Promoting faster housing supply growth is primarily a local responsibility and should be a top priority for
local governments everywhere. State governments can help but should take a light-touch approach to
preempting local policies, since localities are best positioned to navigate the immense diversity of local
conditions across the United States.
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Il. WHY AMERICA NEEDS FASTER HOUSING SUPPLY GROWTH
Homes and opportunity: Joined at the hip

A home is more than a roof over one’s head. Having a reasonably affordable, well-located home is an
essential element of enjoying a flourishing, opportunity-rich life.

Living standards and human flourishing

Living standards: Medium and lower-skilled workers in the nation’s most expensive cities have lower-
than-average real incomes and consumption after adjusting for housing costs, even though they receive
higher-than-average nominal wages, according to a 2021 study by economists Rebecca Diamond of
Stanford University and Enrico Moretti of the University of California at Berkeley.! Even for workers with a
bachelor’s degree, consumption is roughly equal in more expensive and less expensive cities even
though workers earn much higher wages in large, wealthy localities with high home prices.2

Approximately half of all Americans have experienced hardship due to high and rising housing prices,
based on a 2022 Gallup survey.3 Among families earning less than $40,000 a year, more than two-thirds
say housing costs have caused them hardship. In a 2024 Redfin survey of renters, 21% of respondents
said they had sold belongings to pay rent, 18% had dipped into retirement savings, and 16% had skipped
or delayed health care.4

People also tend to have fewer children than intended when housing costs force them into very small
homes — which may be a factor in declining U.S. birth rates. Birth rates have fallen far below historic
norms since 2008, and the school-age population in many cities is shrinking.5

High housing costs undermine economic mobility in multiple ways: Renters facing high housing
cost burdens are more likely to experience eviction and other forms of housing instability. People who
lose their homes involuntarily are 20% more likely to lose their job, a Milwaukee study showed.6 Worries
over housing costs often narrow people’s cognitive bandwidth, reducing their ability to focus on work, a
2013 Princeton University study found.”

Rising home costs have also made it more difficult for moderate-income working families to accumulate
savings. Household spending on housing, health care, education, and transportation has increased to
56% of consumer expenditures today from 47% in 2000, primarily because of housing cost inflation,
according to a 2020 McKinsey Global Institute report.8 Fewer than 40% of renter households have
enough money left over after housing costs to cover a defined bundle of necessities and generate
savings, a 2022 Urban Institute study found.?” Families with even modest savings are much more likely
than those with none to start a business, participate in civic life, and invest in opportunity-enhancing
activities for their children.°

* Consider also that households with children and with incomes in the bottom 40% of the income distribution spend about $45,000
(in 2024 dollars) on nonhousing necessities on average, according to a study by Duke University and University of Texas at Austin
researchers. If such a family has income of $65,0000, annual housing costs of $15,000 would allow for savings, but housing costs of
$20,000 or more would not (Lisa A. Gennetian et al., “‘How Do Low-Income Families Spend Their Money?”, EconoFact, November
15, 2021).
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Children are more likely to perform well academically and graduate from high school if their family
experiences manageable housing costs and infrequent moves.!! Housing stability also significantly
influences college success.2 For all these reasons, children of families with savings but low incomes
achieve far greater upward mobility than those from comparable families without savings, a 2009 Pew
Research study showed.3

Home prices and homelessness: The ideologically charged debate over the root causes of
homelessness is beyond the scope of this report. While mental health and addiction problems clearly play
considerable roles, there is substantial evidence that inadequate housing supply and high prices
contribute to homelessness in 21st century U.S. cities.4

A 2018 Zillow study showed that rates of homelessness increase with housing prices in metro areas
where median rents exceed 22% of median income levels — as they do in 28 of the nation’s 250 largest
metros.15 These include most of the large metros of the Northeast and Pacific Coast, as well as Miami,
Tampa, and Orlando, Florida. Homelessness rates per capita in expensive California, Oregon, and
Washington were 4.4 times higher in 2022 than in 10 less expensive Sun Belt states from the Carolinas to
Texas (not including Florida), based on the Department of Housing and Urban Development’s “point-in-
time” count data.’¢

Location, location, location: How home prices shape the geography of opportunity

The consequences of where we live within our cities: According to a longtime real estate industry
adage, the three most important characteristics of any property are “location, location, location.” Likewise,
a person’s home represents a position on the map, and this position powerfully shapes his or her
economic opportunities.

People can work more productively in some places than in others. Neighborhoods and job centers that
enable high productivity and thus high wages are places that achieve strong “agglomeration economies”
— productivity and innovation gains that take place when people, firms, and ideas come together in a
geographically concentrated place. Workers in thriving places have rich opportunities to learn and
advance by watching others, receiving mentoring, forging connections, and performing in a highly
competitive marketplace.”

People who can'’t afford to live within good range of high-opportunity job centers in their metropolitan area
often face four unappealing choices: tolerate a very long commute; take a job with lower pay and less
upside closer to where they can afford to live; pay an outsized share of their income for a better location;
or move to a less expensive part of the country. Very few people opt for “super commutes” — though the
share of workers in America’s 10 largest metros who travel more than 75 miles each way for work has
increased to 2.9% in 2024 from 2.2% in early 2020.18 A modestly larger share accept such commutes in
the New York City and Philadelphia metros, relatively expensive places.

But most people who can’t afford a high-opportunity location resign themselves either to less attractive
jobs closer to home or severe housing cost burdens. Lower-income workers typically experience only
slightly longer commuting times than more affluent people living in the same metro area, according to a
2019 Brookings Institution study, meaning these workers mostly manage the tradeoff between
maximizing job quality and holding down commuting time by sacrificing the former.

15


https://search.issuelab.org/resource/a-penny-saved-is-mobility-earned.html
https://search.issuelab.org/resource/a-penny-saved-is-mobility-earned.html
https://housingmatters.urban.org/articles/homelessness-housing-and-racism-problem
https://www.zillow.com/research/homelessness-rent-affordability-22247/
https://www.huduser.gov/portal/sites/default/files/pdf/2022-AHAR-Part-1.pdf
https://www.huduser.gov/portal/sites/default/files/pdf/2022-AHAR-Part-1.pdf
https://nbloom.people.stanford.edu/sites/g/files/sbiybj24291/files/media/file/supercommuters_final.pdf
https://www.brookings.edu/articles/housing-affordability-and-quality-create-stress-for-heartland-families/

The Center for Neighborhood Technology’s “AllTransit” dataset illustrates the job-market consequences
of living in poorly located, lagging areas within large metros.!® The dataset measures the share of metro-
area jobs a person can reach by public transit within 30 minutes. If one lives in the prosperous Dallas
suburb of Plano, for instance, one can reach 45 times more jobs than people living in the struggling
suburb of Hutchins, even though Plano itself has limited transit options.” And the consequences of having
poor job choices are significant. In a South Korean study, having twice as many jobs available within a
60-minute commute was associated with 24% higher wages.20

Many people choose to accept severe rent burdens in exchange for a relatively good location. A
University of California at Berkeley study of 100 low-income renters in ultraexpensive San Mateo County,
California, who had suffered eviction or displacement found that almost half remained within 5 miles of
their old apartment afterward, mostly living in very crowded, subpar conditions.2!

Segregation: One visible manifestation of how housing prices drive moderate-income people into low-
opportunity locations is America’s stubborn pattern of residential segregation. While housing segregation
along racial lines has declined somewhat since the 1960s, it remains pervasive. Housing segregation
along income lines, meanwhile, has increased dramatically since 2000.22 Princeton University economist
Patrick Sharkey has documented that the share of Black children growing up in neighborhoods of
concentrated poverty is even higher today than in the years before the Civil Rights Act of 1964.23

The most powerful predictors of high segregation levels in U.S. cities are restrictive land-use rules, low
home construction, and high rents, since housing factors drive people away from opportunity-rich
neighborhoods more in expensive places.24 Low-income children growing up in areas of concentrated
poverty experience far less upward mobility than comparable young people elsewhere, due to poor
educational opportunities, exposure to violence, role model and peer effects, diet, and other factors.25

Our data confirms that strong housing supply growth and manageable prices promote upward mobility.
This report presents a new ranking of America’s 250 largest metro areas as well as 248 localities within
our 25 fast-growing Sun Belt—Mountain state metros for how pro-growth their housing policy
environments are.” People in relatively pro-growth metros have enjoyed better income growth than
people in more restrictive areas since 2010, based on simple regression analysis. Among our 248 Sun
Belt—Mountain localities, cities with the most pro-growth policies as well as those with the most robust
development of new apartments and single-family homes have seen faster income growth and lower
poverty rates than other localities in these regions.™

The consequences of which cities we live in: Many Americans have responded to high and rising
home prices by moving to less expensive parts of the country, even if it means less economic opportunity.
Lower and medium-skilled people in particular have tended to relocate away from America’s wealthiest,
most expensive metro areas since the 1990s, reversing a 200-year-old pattern of Americans moving
toward economic opportunity, a landmark study by economists Peter Ganong of the University of Chicago
and Daniel Shoag of Harvard University showed.26 Other studies agree that housing prices are the main

" Data available at AllTransit website, Center for Neighborhood Technology, available at https:/www.cnt.org/tools/alltransit.

" See summary rankings in Section Ill, complete rankings in Appendix 3 of this report, and supporting data in the online Data
Appendix to this report.

" See regression results in the online Data Appendix.
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reason for migration away from some high-wage cities and that this migration has significantly reduced
economic growth and opportunity in the United States.2”

As for specific regions, studies confirm that housing prices have played a large role in migration out of
expensive California coastal cities as well as in a reduced tendency for people to move away from
distressed but affordable regions for better opportunities.28

Attracting talent and building opportunity in America’s cities, towns, and neighborhoods: High
housing prices aren’t only pushing people away from high-opportunity places but reshaping America’s
geography of opportunity. Regions and cities that maintain reasonable housing supply growth and
affordability — and also get other things right — are becoming high-opportunity places. Those with the most
restrictive housing policies are likely to see diminishing opportunities for people who remain there.

The reason for these trends is simple: It’'s human talent that determines the opportunities in a place — and
talent is mobile. In America’s knowledge-centric economy, high-skilled people increasingly choose where
they want to live, and employers follow. High-skilled people are seeking out places that score highly for
good quality of life at an affordable price point, abundant evidence shows.2? More than 60% of workers
with a bachelor’s degree or higher in the booming Dallas-Fort Worth and Houston metros, and more than
70% of those in the Atlanta and Tampa areas, were born in other states or abroad.30

Migration of high-skilled people to metro areas that score well for affordable quality of life creates a
virtuous cycle. Each new high-skill job tends to generate 2.5 additional living-wage jobs, University of
California at Davis economist Enrico Moretti has shown.3! A growing skilled labor pool attracts more
employers. Some people who'’ve relocated start innovative businesses. And a growing population of high
earners fuels investment in quality-of-life amenities, which in turn attracts more talent from elsewhere. For
overpriced cities losing people, all these processes work in reverse.

The remote work experience during the COVID-19 pandemic reinforced these trends. Untethering people
from traditional workplaces gave them more freedom to choose where to live, which many exercised by
moving toward places offering better, more affordable quality of life. Some moved across the country
without leaving their jobs. In the competitive labor market of the last four years, people were mostly able
to maintain or increase their salaries when moving to less expensive places, contrary to some early
predictions. The pandemic also brought to the surface people’s dislike for long commutes, boosting the
imperative for employers to locate operations near places where people they hope to attract wish to live.32

As of February 2025, 25% of paid working hours in the United States take place away from traditional
workplaces, which gives millions of Americans expanded opportunity to maximize affordable quality of life
within their region or metro area. Employer surveys show that hybrid work is likely here to stay, so
housing considerations will continue to play a large role in determining which cities rise as centers of
opportunity — and which decline.33

Securing the American dream: Homeownership and opportunity

Why homeownership matters: Housing prices strongly influence people’s ability to become
homeowners.
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Homeownership is an essential vehicle of wealth accumulation and economic mobility for many
Americans. Ownership, first of all, provides homeowners with a hedge against rising housing prices.” This
is why median homeowners with a mortgage in America’s 250 largest metros saw their housing cost
burdens go down in recent years, to less than 22% of income in 2022 from 26% in 2010, while renters
experienced rising cost burdens.34

Homeowners accumulate greater wealth over time — even nonhousing wealth — than otherwise similar
renters, numerous studies show.3% One reason is that required mortgage payments effectively force
homeowners to build equity in their home over time, overcoming some of the behavioral challenges in the
way of wealth accumulation. Another is that homeowners are more likely than comparable nonowners to
make long-term investments in their property™ as well as in businesses and stocks. Accumulated savings
and home equity are the most important funding sources for startup businesses.36

These benefits translate to better economic mobility for the next generation. Children of homeowner
families tend to achieve more years of education, experience fewer behavioral problems at school, and
have lower teen pregnancy rates, holding other demographic and economic characteristics constant.3”
Homes are also the chief asset that parents bequeath to their children, creating wealth that advances
upward mobility for the next generation.s8

When a family owns their home, benefits also spill over to the wider community. A variety of studies show
that neighborhoods with relatively high homeownership rates experience higher civic engagement, less
resident turnover, greater property appreciation, and less high-displacement gentrification.s®

Some commentators argue that homeownership is overrated for families and that policymakers should
stop promoting it — or even discourage it. They typically argue that people would be better off investing
their money in stocks and bonds; that homeownership is a bad bet as an investment in most places, even
if it has turned out well in booming cities; and that homeowners are more likely than renters to oppose
new housing development since they want to keep housing scarce and protect their investment.40

These arguments don’t stand up to scrutiny. First-time, low- to moderate-income home buyers make only
a 3% down payment, on average.4! They generally can’t borrow to invest in stocks and bonds, so
foregoing homeownership would mean reallocating just this relatively small, one-time down payment
amount. In any case, homeowners invest more in other assets than renters of the same income level.

As for the argument that housing is likely to perform badly as an investment in most places: Home prices
have risen faster than inflation in 74% of America’s 250 largest metros since 2005, the peak year for

home values before the 2008 financial crisis. The average single-family house has appreciated 74% over
this period, worse than stocks but better than bonds (which have earned 64% over the same period). The

* One study finds that cities experiencing rapid growth and volatility in rents tend to have higher ratios of home prices to rents than
other cities. One reason, the author suggests, is that people rationally seek to buy a home to hedge against further increases in
rents and thus bid up the price of for-sale houses (Todd Sinai and Nicholas S. Souleles, “Owner-Occupied Housing as a Hedge
Against Rent Risk,” Quarterly Journal of Economics 120, no. 2 [May 2005]: 763-89, https://doi.org/10.1093/qje/120.2.763).

** Studies show that housing units depreciate in value by 1.5% more per year when they’re occupied by renters than when they are
owner-occupied, suggesting owners invest more in maintenance (Edward L. Glaeser, Triumph of the City: How Our Greatest
Invention Makes Us Richer, Smarter, Greener, Healthier, and Happier [Penguin Books, 2012], 194-5).
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average homeowner has enjoyed a return on the equity in their home far above stock market returns,
since most have leveraged their equity with substantial mortgage borrowing.”

The final argument made by homeownership critics — that homeowners are more likely than renters to
oppose new housing development — amounts to saying policymakers should steer people away from
homeownership, an investment that would likely benefit them and their families, on the grounds that it
might induce them to vote in ways policymakers don’t prefer. Few would make this argument in any policy
domain outside housing. In any case, multiple studies show that renters are just as likely to adopt “not-in-
my-backyard” (NIMBY) attitudes as homeowners and that cities with low homeownership rates are just as
prone to have restrictive land-use rules and weak housing supply growth as other cities.42 Northeast and
Pacific Coast metros with below-average ownership rates in many cases have the nation’s most
restrictive policies and most severe housing cost burdens, as Section Il of this report shows.™

A final point in favor of promoting homeownership is that young as well as Black and Hispanic Americans

overwhelmingly aspire to own a home, surveys show — though many doubt they’ll ever be able to afford
it.43

Why homeownership is out of reach for so many Americans: High home prices are the most powerful
obstacle facing would-be homeowners today. More than half of America’s renters say they would have a
hard time making a down payment today, due to both historically expensive prices and rising rents that
make it impossible for them to accumulate savings.44 Generation Z families who are able to buy a home
are far more dependent on family help for down payments than their counterparts from earlier
generations.45

Just over 65% of U.S. households are homeowners, based on the most recent U.S. Census Bureau
data.*¢ The nation’s homeownership rate has fallen back from 69% in 2005, reversing a multidecade
uptrend. Homeownership rates declined sharply from 2007 to 2013 because of home foreclosures and
tight mortgage lending standards in the wake of the 2008 financial crisis.4” They recovered slightly from
2013 to 2021 as lending criteria loosened, then retreated after 2021 in the face of rising interest rates and
high home prices. Today, homeownership in America stands at the same level as in 1964.48

Homeownership declines have been especially severe among disadvantaged groups. People under 35
still have far lower ownership rates than earlier generations did at the same stage in their lives.4? Black
and Hispanic families — who had long experienced low ownership rates due to decades of redlining —
experienced steeper declines than other groups after 2008, since many Black and Hispanic families had
become first-time owners during the run-up in prices before 2008 and weren't able to afford their
mortgages after the crash.s0

* For purposes of the calculations in this paragraph, we use the Zillow national price index and the Bloomberg Aggregate Bond
Index. Comparing returns from home equity with those from bonds: Homeowners do incur maintenance, insurance, and tax
expenses that they would not incur with a bond portfolio, but they also avoid paying rent. Renting a home of equivalent quality to the
one they own would cost more than maintenance, insurance, and tax expenses by an amount roughly equal to the profit margin
earned by landlords, since landlords pass on their operating expenses to renters.

** Consider further that advocates of the hypothesis that homeowners are more likely to oppose new development so as to protect
their investment exaggerate the benefits homeowners realize from higher prices. Homeowners generally benefit from price
appreciation only when they sell and downsize, which for younger homeowners could be many years in the future. Studies of
NIMBY attitudes show people resist new housing and densification in their neighborhood for many reasons, most of which apply as
much to renters as homeowners. See discussion later in this section.
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Cities with unusually restrictive housing policies see below-average homeownership rates, including
among Black, Hispanic, and Asian American populations, our simple regression analysis shows." In total,
25 large Northeast—Pacific Coast metros we focus on in this report”™ have homeownership rates well
below metro-area averages: 57.0% compared with 62.6% in America’s 250 largest metros as a whole.
While home purchases have dropped across the country in response to high prices and interest rates
since 2021, purchases by moderate-income families eligible for Federal Housing Administration mortgage
insurance have fallen most severely in the nation’s priciest metros, American Enterprise Institute
researchers have shown.5!

America’s housing markets in the 2020s
Prices are at least 20% higher than we’d see in a well-functioning market

Price trends: Rents, home prices, and the cost of owning a home including interest rates have all
increased approximately 20% relative to incomes since the year 2000. Figure 1 shows the growth of three
ratios from 2000 to early 2024, normalizing each ratio to a starting point of 1 in 2000:™

e Median rent in the United States divided by the income of the 30th percentile household in the
national income distribution — that is, the household whose income is greater than that of the
bottom 30% of U.S. families but below that of the top 70%.

e Median home price divided by the income of the 70th percentile household.

e Median cost of homeownership, incorporating purchase prices and mortgage interest rates,
divided by the income of the 70th percentile household.

We compare median rents to the 30th percentile household and home prices to the 70th percentile
household rather than comparing both to the median household — the more common approach — since
the median household neither rents the median apartment nor buys the median for-sale house. This is
because America’s homeowners are much wealthier than its renters. Homeowners in the 250 largest
metros had a median household income of about $105,000 in 2022, while renters had a median income
of $53,000. The median owner-occupied home belongs to the 70th percentile household (to the nearest
10 percentile points), while the median rental unit is home to the 30th percentile household.52

* See regression results in the online Data Appendix.
** See list of 25 Northeast—Pacific Coast metros in Table 1, Section Il.
*** See underlying data in the online Data Appendix.
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Figure 1
Home price and rent-to-income ratios, 2000-2024
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Source: Author calculations based on rent and income data from the American Community Survey (U.S. Census), home price data
from the S&P CoreLogic Case-Shiller National Home Price Index, rent data from Bureau of Labor Statistics consumer price data,
and mortgage interest rate data from the Federal Reserve Bank of St. Louis’ FRED database.

We can summarize the trends from 2000 to 2024 as follows:

e Rents rose to 35.0% of the 30th percentile household’s income in early 2024 from 28.6% in 2000.
Some 53% of renter households are “housing cost burdened” today — meaning they spend more
than 30% of their income on housing, a federal government standard — up from just 30% of renter
households 50 years ago. This percentage is the highest it’s ever been in America’s history. The
shares of Black and Hispanic renters who are cost burdened are moderately higher, at 57% and
54%.53 Among low-income renter families earning less than half the median income of their metro
area, the average household spent 47% of their income on rent in 2022.54

e Home prices rose to 4.8 times the 70th percentile household’s income at their 2022 peak, before
falling back to 4.1 times income by early 2024 — still far above their 2000 level of 3.4 times
income. Over the longer term, median home prices remained consistently between two and three
times median household income from 1960 through 2000, then rose to 3.5 times in 2010 and over
five times at their 2022 peak. Ratios of home prices to rents have fluctuated since 2000, but in
2023, they stood at about the same level at which they began the century.55

* Constructing ratios of home prices to rents is a nontrivial exercise, since owner-occupied homes generally constitute a different
(though substitutable) product than rental units. According to a ratio tracked by Mark Roberts of SMU and Crow Holdings and
shared with the author, the costs of owning and renting were roughly the same from 2013 to 2020, then ownership costs moved
sharply upward — and back to levels that prevailed early in the century relative to rents — after the Federal Reserve’s interest rate
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e The cost of homeownership™ rose with home prices through 20086, fell to relatively low levels
between 2011 and 2021 because of the Federal Reserve’s low interest-rate policy, then rose
again with higher interest rates. Ownership costs in 2024 were just under 20% higher than in
2000 as a share of the 70th percentile household’s income. American Enterprise Institute
researchers, using a slightly different method, point to a 24% increase in home prices relative to
median income over the same period.5¢

Over the same period, the average cost of homeowners’ insurance — which we don’t include in
our calculations — rose by a similar amount, roughly 18% more than the growth in median
household income.57 In 2024, the average homeowning family spent about 2.9% of their pretax
income on homeowners’ insurance, up from 2.5% in 2000.58

What would a well-functioning housing market look like? Federal government standards plus a little
economic reasoning provide guidelines.5®

o Most people would spend at most 30% of their income on housing costs. People in the wealthiest,
most productive cities might spend up to 35% or 40% of income, provided they could earn
significantly more income by choosing to live there.” On average, households at the 30th income
percentile would spend about 30%.

e Home prices would range from about 2.5 times people’s earnings in cities with below-average
incomes and expected economic growth to around five times in cities with high incomes and
expected growth.”” On average, homes owned by people at the 70th income percentile would be
worth about three times their income. Another way of looking at it: In a well-functioning market,
houses should sell for the combined cost of the land, labor, and materials it takes to build them
plus a developer’s markup. Assuming 2024 labor and materials costs and a pre-2000 norm that
land should represent at most 20% of total costs, an average new home would sell for about
$400,000 in a typical metro, or about three times the 70th percentile family’s income.™

e Rents would likely rise at a faster pace than general price inflation but slower than nominal
incomes. We suggest rent increases would exceed general inflation partly because the quality of
homes tends to increase over time. Apartments have grown roughly 0.7% per year in square
footage terms since 1965, and attached appliances and amenities have improved.€ Also, a rental
apartment represents not just a place to live but also a valuable position on the map, and the

hikes of 2021-22. The cost of owning a home should be higher than the level the same home would rent for, since owners capture
the gains from future appreciation.

" To estimate homeownership costs, we make a simple estimate using 30-year fixed-rate mortgage interest data from the Federal
Reserve Bank of St. Louis’ FRED database and the S&P CoreLogic Case-Shiller National Home Price Index and prorating the cost
of an assumed 20% down payment over 10 years, roughly the average time a homeowner owns a house. See Appendix 2 for
details and the online Data Appendix for underlying data.

™ See further discussion of why price-to-income ratios should be higher in exceptionally productive cities than in other cities later in
this section and a more elaborate presentation in Appendix 1.

" We arrive at these figures partly based on historical norms between 1960 and 2000 and partly based on estimates of the returns
a rational investor would require to invest in residential real estate in cities with relatively low and slow-growing income levels and in
cities with high and fast-growing income levels, respectively. See full explanation in Appendix 2 on Sources and Methods.

" This analysis implies that, given today’s labor and construction costs, average new homes would sell for well over three times
the income of the median household even in a well-functioning market. This reflects the decadeslong failure of the homebuilding
industry to achieve productivity improvements — a subject we address in Section IV. A Brookings Institution report comes to similar
conclusions, saying that typical homes should sell for 2.5 to 4 times buyers’ income in a well-functioning market. (Cecilie Murray and
Jenny Schuetz, “Housing in the US Is Too Expensive, Too Cheap, and Just Right. It Depends on Where You Live” [June 21, 2018]).
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value of this position rises with the value of economic activity that can take place there — that is,
with local economic growth. On the other hand, rents should grow no faster than nominal
incomes, since it seems unlikely apartments are improving so fast that people would allocate a
growing share of their income to housing over time even as economic growth makes them
wealthier. So, we expect that housing costs would remain constant or decline slowly over time as
a share of incomes in a well-functioning market.”

e Home prices would grow at the same pace as rents over the long term, with shorter-term
fluctuations driven by interest rates and shifting expectations about future appreciation.

Based on this analysis, national average rents and home prices in early 2024 were some 20% to 40%
higher than they would have been in a properly functioning housing market.

Lower-tier housing markets: Lower-income families have borne the brunt of high and rising housing
costs in 21st century America. This reflects not only that they have less ability than wealthier people to
absorb rising rents without suffering hardship but also that housing prices have risen fastest in the lower-
tier segment of the market. For instance, the 20th percentile owner-occupied home™ in the 250 largest
metros appreciated 41% from 2010 to 2022, compared with 33% for the median owner-occupied home.61

What would a well-functioning housing market look like in the lower-tier segment? The simple answer is
that the vast majority of lower-income households would spend less than 30% of income on housing. A
more complete answer starts from understanding how homes occupied by lower-income families come
into being and how the lower-tier segment of the market evolves over time.

A key reality of the lower-tier market is that it’s generally infeasible to build homes compliant with current
building standards and affordable for lower-income families without subsidy.” Consequently, the main
way homes come into the lower-tier market is by aging out of higher-tier markets and becoming
affordable as higher-income people move to new homes. Construction of subsidized, income-restricted
apartments supplements this supply but invariably represents a small share of the “affordable” housing
stock.

Evidence overwhelmingly confirms the importance of this “filtering-down” process, contrary to claims that
new market-rate units — meaning unsubsidized homes — don’t increase the affordable housing stock.62 In
a detailed study of what happens with specific rental apartments over time, economists from Columbia
University and the University of British Columbia found that 5% of the units they studied in six large U.S.
coastal cities filtered down over 10 years, moving from “unaffordable” to “affordable” under the study’s
definitions.®3 Affordable apartments in these cities were 10 years older than unaffordable ones.

This process accounts for a large majority of the homes America has added to the lower-tier market in
recent years, based on a 2015 study by the Harvard University Joint Center for Housing Studies.®4 In the
city of Dallas, just 54% of the housing units occupied by families with income below half the city’s median

" Note also that single-family houses grew approximately 1.2% per year in square footage terms from 1975 to 2015. (“Average Size
of Floor Area in New Single-Family Houses for Sale in the United States from 1975 to 2023,” Statista, August 8, 2024.)

" 20th percentile home: The owner-occupied home with market value higher than 20% of the owner-occupied units in the 250
largest metro areas and lower than the other 80% of units.

*** The share of households who cannot afford the least-expensive legally permissible new home varies across cities based on
income levels, building costs, and building codes but generally amounts to 20% to 40% of the population.
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level are “affordable” based on the 30% of income standard. But almost four-fifths of these consist of
“naturally occurring affordable housing” that aged into the lower-tier market, according to a study by the
Dallas Child Poverty Action Lab.65 Fewer than 10% of families with incomes in the bottom third live in
subsidized units that were income-restricted from the start.”

In a well-functioning housing market, market forces would bring about the demolition of obsolete homes —
most of which are likely to be occupied by lower-income families — and the development of new homes in
sufficient quantity to replace all the demolished ones and keep up with local demand growth. People who
can afford new market-rate housing would buy most of the new units. But affluent people would then
vacate enough older homes to give most lower-income households an opportunity to move to newer,
better homes than the ones they’re leaving. And lower-income families would pay a price they could
afford, as they would only be competing for homes with other people of similar means.

An important caveat: If one city builds plenty of new market-rate units but others don't, affluent people
might move to the pro-growth city from other places in such large numbers that few older units in the
growth friendly city filter down. In this way, more restrictive cities would effectively export some of their
affordability problems to the pro-growth city.

If a city doesn’t add sufficient market-rate homes to keep up with demand, the filtering process goes into
reverse: Affluent households buy (and renovate) units that were previously affordable to lower-income
households, and homes filter up.66 Lower-income families then compete for the scarce units not occupied
by wealthier people, and housing becomes unaffordable for the city’s lower-income residents.

All this isn’t to say that income-restricted units don’t play an important role. With subsidies, public sector
or nonprofit players can help low-income families by making housing units available at rents below even
what they would command in a well-functioning market.

But this analysis does imply that it’s misleading to say — as many commentators do — that America isn’t
building enough “affordable housing,” or that there aren’t enough “affordable units” for the country’s low-
income population.6” While these statements are true in a sense, they represent “banal observations,” in
the words of authors Charles L. Marohn and Daniel Herriges in their 2024 book Escaping the Housing
Trap: The Strong Towns Approach to the Housing Crisis. No city will ever build more than a modest
amount of income-restricted housing. America isn’t building enough housing, period, and the shortfall
manifests itself in a shortage of homes affordable to lower-income families.68

“Affordable” apartments are virtually indistinguishable, most of the time, from modest market-rate
apartments.” Unaffordable prices in a city tell us that the city isn’t adding enough homes, not that it isn’t
adding enough of a specific kind. One can argue that the public sector should dedicate more of its finite
resources to making apartments available at rents below what would prevail in a well-functioning market —

* Author’s calculation based on data on subsidized units from Yardi Matrix provided to the author, data on units built through the
federal low income housing tax credit program, and data from the Lincoln Institute of Land Policy on units developed through local
“inclusionary zoning” policies. (“Low-Income Housing Tax Credits and Long-Term Affordability,” Bipartisan Policy Center, May 19,
2023, https://bipartisanpolicy.org/event/low-income-housing-tax-credits; Emily Thaden and Ruoniu Wang, “Inclusionary Housing in
the United States: Prevalence, Impact, and Practices” [Lincoln Institute of Land Policy, September 2017],
https://www.lincolninst.edu/publications/working-papers/inclusionary-housing-in-united-states/).

" The author thanks Dallas developer Paris Rutherford for a clear explanation of this point.
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a plausible argument — but this is different from saying the housing market is failing to deliver enough new
“affordable homes.”

Our analysis also implies that in a dysfunctional, undersupplied housing market, we should see
reasonable affordability for households down to a certain income level but a severe affordability crisis for
households below this level. This income threshold varies across cities depending on how undersupplied
the city is and thus what share of the city’s households lose out in the game of “musical chairs.” But
people below the threshold bear most of the pain from underproduction of homes.

And this is exactly what we see. National studies by the National Low Income Housing Coalition and local
studies like the Child Poverty Action Lab’s report on Dallas show large shortfalls for families with income
below half their metro area’s median income — amounting to about one third of all households in both
cases — but only modest shortfalls for families above this level.”

Price gaps across cities are up to 25% wider than we should expect as well.
America’s housing crisis is far more severe in some places than others.

Sun Belt metros, coastal metros, and the rest: Many metro areas have generally manageable housing
prices. We've calculated composite price-to-income ratios for the nation’s 250 largest metro areas,
incorporating 68 specific ratios with home prices, ownership costs, or rents as the numerator and a variety
of income measures as the denominator.”™ Composite price-to-income ratios are at or below three times
income in 104 of these metros, amounting to a quarter of the total 250-metro population. Housing is
affordable for the vast majority of people in these places. Median home prices were below three times the
70th percentile household’s income in all but 57 of the 250 largest metros at the market peak in 2022.
Median rents were below 31% of the 30th percentile family’s income in over half the 250 metros.

The 25 large Sun Belt and Mountain state metros we focus on in this report, by contrast, have an overall
composite price level of 4.0 times income — slightly below the average for America’s 250 largest metros
but far above three times income.™ (See Table 1 for a list of our 25 Sun Belt—Mountain metros.)

At the other extreme are 35 metros, mostly in Northeast and Pacific Coast states, that have composite
price levels over five times income. These include Los Angeles (8.6 times income), San Jose (7.9), San
Diego (7.7), San Francisco (7.6), and New York City (6.6). Our group of 25 large Northeast—Pacific Coast
metros has an overall composite price-to-income ratio of 6.6 times — 50% higher than the 250-metro
average, 65% higher than the Sun Belt—Mountain metros, and more than 2.5 times more expensive than
the most affordable 104 areas.

" The National Low Income Housing Coalition’s 2023 report finds a national shortage of 7.3 million housing units affordable for
households below 30% of their area median income, an additional shortage of 1.2 million units affordable for households earning
between 30% and 50% of their area median income, and a surplus of units affordable for households earning between 50% and
80% of their area median income (“Rental Housing Needs Assessment: City of Dallas” [HR&A and Child Poverty Action Lab, Spring
2023], https://childpovertyactionlab.imgix.net/CPAL RentalHousingNeedsReport.pdf; Andrew Aurand et al., “The Gap: A Shortage
of Affordable Homes” [National Low Income Housing Coalition, March 2023], https://nlihc.org/gap).

" Our choice of ratios generalizes the idea we describe earlier of comparing the median home price to the 70th-percentile
household’s income and median rent to the 30th-percentile household’s income: matching specific housing price measures with the
income of people who pay these prices. See Appendix 2 for a full summary of our methods and the online Data Appendix for all
underlying data.

" We calculate the overall composite price-to-income ratio as the weighted average composite ratio for the 25 metros, weighted by
2022 population.
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Table 1
Sun Belt—-Mountain state metros and Northeast—Pacific Coast metros”

Sun Belt-Mountain State Metros Northeast-Pacific Coast Metros
Atlanta-Sandy Springs-Alpharetta, GA Albany-Schenectady-Troy, NY
Austin-Round Rock-Georgetown, TX Baltimore-Columbia-Towson, MD

Boise City, ID Boston-Cambridge-Newton, MA-NH

Cape Coral-Fort Myers, FL Bridgeport-Stamford-Norwalk, CT
Charleston-North Charleston, SC Hartford-East Hartford-Middletown, CT
Charlotte-Concord-Gastonia, NC-SC Los Angeles-Long Beach-Anaheim, CA
Colorado Springs, CO Manchester-Nashua, NH

Dallas-Fort Worth-Arlington, TX Modesto, CA

Deltona-Daytona Beach-Ormond Beach, FL New Haven-Milford, CT
Denver-Aurora-Lakewood, CO New York-Newark-Jersey City, NY-NJ-PA
Fayetteville-Springdale-Rogers, AR Oxnard-Thousand Oaks-Ventura, CA
Greenville-Anderson, SC Philadelphia-Camden-Wilmington, PA-NJ-DE-MD
Houston-The Woodlands-Sugar Land, TX Poughkeepsie-Newburgh-Middletown, NY
Jacksonville, FL Providence-Warwick, RI-MA
Lakeland-Winter Haven, FL Salinas, CA

Las Vegas-Henderson-Paradise, NV San Diego-Chula Vista-Carlsbad, CA
Nashville-Davidson-Murfreesboro-Franklin, TN San Francisco-Oakland-Berkeley, CA
North Port-Sarasota-Bradenton, FL San Jose-Sunnyvale-Santa Clara, CA
Orlando-Kissimmee-Sanford, FL Santa Cruz-Watsonville, CA
Phoenix-Mesa-Chandler, AZ Santa Maria-Santa Barbara, CA
Provo-Orem, UT Springfield, MA

Raleigh-Cary, NC Syracuse, NY

Salt Lake City, UT Visalia, CA

San Antonio-New Braunfels, TX Washington-Arlington-Alexandria, DC-VA-MD-WV
Tampa-St. Petersburg-Clearwater, FL Worcester, MA-CT

Price gaps across metros used to be much narrower. Rent-to-income ratios were roughly the same
across the nation’s cities in the 1980s.69 California home price-to-income ratios, now over twice the
national average, were only 35% higher in 1980.70 Most of the widening gaps we see today opened up
since 2000.

For families in the bottom fifth of the income distribution, housing prices are unaffordable in most metro
areas. Consider, for instance, the ratio of the 30th percentile rental apartment to the 20th percentile
family’s income (since households at the 20th income percentile that rent their homes generally live in
homes at about this spot in the price distribution). Based on this measure, rental units are priced above
30% of income for these families in 165 of the 250 largest metros. Metros that fail this affordability test

" We've selected these two groups in order to make quantitative comparisons throughout this report. Our criteria: (1) All 50 metros
must rank among America’s 100 largest metro areas. (2) All the Sun Belt—-Mountain state metros must have experienced population
growth above the average rate of the 250 largest metros, 2010-22, while the Northeast—Pacific Coast metros must have seen
below-average population growth rates. (3) The leading core city of each Sun Belt-Mountain metro must be in one of 17 states:
Alabama, Arizona, Arkansas, Colorado, Florida, Georgia, Idaho, Louisiana, Mississippi, Montana, New Mexico, North Carolina,
South Carolina, Tennessee, Texas, Utah, or Wyoming; and the leading core city of the each Northeast—Pacific Coast metro must be
in one of 14 states or districts: California, Connecticut, District of Columbia, Maine, Maryland, Massachusetts, New Hampshire, New
Jersey, New York, Oregon, Pennsylvania, Rhode Island, Vermont, or Washington. The Northeast—Pacific Coast notably excludes
Seattle and Portland, Oregon, because these metros experienced above-average growth from 2010 to 2022.
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include all of our 25 Sun Belt—Mountain metros except Provo and Fayetteville-Springdale-Rogers and all
our Northeast—Pacific Coast metros except Syracuse.

We've also calculated price-to-income ratios for the period 2006-2010, so we can estimate how local
housing markets have evolved since 2010. During this period, the overall composite price-to-income level
for America’s 250 largest metros rose 13%, meaning rents and home prices increased 13% more than
people’s incomes. Price-to-income ratios increased 8% in our 25 large Northeast—Pacific Coast metros,
which were already very expensive by 2010.

The most notable change, however, was in the Sun Belt-Mountain metros, where overall prices rose 25%
relative to incomes. Fast-rising housing costs have quickly become a major concern in these cities. In a
2024 survey of Texans by the Texas Lyceum, for instance, 63% of respondents said they spend too much
of their income on housing, up from 44% of respondents as recently as 2020.71

What should we expect? We would expect rents and home prices to be higher than elsewhere in cities
that offer either exceptional job opportunities or unusually attractive quality-of-life amenities like
mountains, beaches, and arts facilities.”

But even home price-to-income ratios should be higher in wealthy cities, all else equal. Why would people
be willing to spend a larger-than-average share of income on housing in high-wage cities? Suppose a
person lives in midsized city A, earns $60,000, and spends $18,000, or 30% of their income, on rent. If
they could earn 20% more in wealthy city B — which many people could do today by moving to the
wealthiest coastal cities — they could move to B, spend 40% of income on rent, and have enough money
left over to increase consumption of nonhousing goods and services by $1,200. If price-to-income ratios
weren’t higher in B, people would flock there and drive up prices until homes become sufficiently
expensive to deter further migration.”

So how wide a gap would we expect to see if housing markets were functioning well everywhere? We use
two methods to suggest answers.

First, a simple modeling exercise suggests that cities which differ only in wage rates might experience
price-to-income differences about twice as large as their wage differences. (See Appendix 1.) Typical
workers in our wealthy Northeast—Pacific Coast metros earn wages roughly 20% higher than workers of
comparable education levels in the average metro area and 30% higher than those in the bottom third of
metros. Our model implies that we might expect price-to-income ratios to be around 40% higher than the
250-metro average and 60% higher than in low-wage metros. Wage levels in our Sun Belt—Mountain
metros are in line with the 250-metro average, so price-to-income ratios should be near the average, too.

Second, we’ve done a quantitative analysis that predicts price-to-income ratios in the 250 largest metros
as a function of income levels plus other factors that influence housing demand in U.S. cities. These
include:

* Studies also show that people in expensive, high-wage cities tend to have homes only modestly smaller than their peers in less-
expensive places, so people in the former are generally choosing to accept higher price-to-income ratios rather than consuming
significantly less housing than people in places where housing is cheaper (Raven Molloy et al., “Housing Supply and Affordability:
Evidence from Rents, Housing Consumption, and Household Location,” Finance and Economics Discussion Series 2020-044
[Federal Reserve Board of Governors, March 2020], https://www.federalreserve.gov/econres/feds/files/2020044pap.pdf).
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e Total population (people have tended to prefer larger cities in recent decades).

e Education levels (people have tended to seek out cities with high education levels).
e Average temperatures (people have tended to favor warmer over colder regions).

e Proximity to mountains and beaches and reputation for natural beauty.”

Based on these predictions, we would expect our Sun Belt—-Mountain metros to have home price-to-
income ratios 7% higher than the 250-metro average. We would expect our Northeast—Pacific Coast
metros to have price-to-income ratios 25% higher, though a few would have price-to-income well above
this level. For instance, the model predicts that ultrawealthy, temperate San Jose would be 68% more
expensive than average. (See Figure 2.)

Home prices in the Northeast—Pacific Coast metros are far higher than we would predict, based on these
methods. Our analysis suggests that the price-to-income gap between the nation’s most expensive metro
areas and the average metro is at least 10% to 25% wider than it would be in a well-functioning market.
Our Sun Belt—-Mountain metros, despite tremendous home price appreciation since 2010, remain slightly
cheaper relative to the average metro than our two methods would predict.

Among large metros, New York City, Boston, San Jose, Denver, and Portland, Oregon, stand out as
especially overvalued relative to our predicted price-to-income levels. Houston, Dallas-Fort Worth, San
Antonio, Chicago, and Washington — while more expensive than our model predicts — are less overvalued
than the average metro.

Property insurance and transportation costs don’t offset much of the difference between the Northeast—
Pacific Coast metros and the Sun Belt—Mountain metros, contrary to a popular narrative.” Annual
insurance costs are approximately $900 higher in the 12 states where our Sun Belt—-Mountain metros are
located than in the nine Northeast—Pacific Coast states, mostly because regulators in some coastal states
force insurers to sell property insurance at a loss.74™ Average commuting costs are $336 higher in the
Sun Belt—Mountain metros because of the slightly smaller share of people who use public transit and
forego auto ownership costs.” Together, these offset only a small part of the large differences in annual
housing costs, which we estimate at $20,000-plus for homeowners.”™ Lower average tax costs in the Sun
Belt—-Mountain metros of more than $2,000 per year — including property, income, and sales taxes — in
any case more than make up for these metros’ slight disadvantage in insurance and transportation
costs.”s

* Our method: We've run numerous regressions to arrive at the best-fitting model we can find to account for variation across metro
areas in our composite price-to-income measure. We generate predicted price-to-income ratios for the 250 largest metros using the
coefficients from our best-fitting model and data for each metro. See full explanation in Appendix 2 on Sources and Methods and
regression results in the online Data Appendix.

" The unweighted average annual property insurance cost in Arizona, Arkansas, Florida, Georgia, Idaho, Nevada, North Carolina,
South Carolina, Tennessee, Texas, and Utah in 2024 was $4,333, while the unweighted average for California, Connecticut,
Maryland, Massachusetts, New York, Oregon, Pennsylvania, Rhode Island, and Washington was $3,404. Both were higher than the
national average of $2,601. (Leslie Kasperowicz, “Average Homeowners Insurance Rates by State in 2025,” Insurance.com,
updated January 2025.)

- $4,183 per year versus $3,847 per year. Author’s calculations, based on American Community Survey data on modes of
commuting and multiple online cost estimates; figures calculated as weighted averages of metro-area means, weighted by 2022
population (American Community Survey, “DP03: Selected economic characteristics,” 2022, five-year estimates,
https://data.census.gov/table?q=DP03).

e Population-weighted average home value difference of $286,000 times 9%. The population-weighted average rent difference is
just under $10,000, we estimate. Author’s calculations based on Zillow and CoStar data.
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Figure 2
Price-to-income levels: Comparison across metros, 2010 and 2023

104 Cheapest Metros

Sun Belt-Mountain

2010
w2023

B Well-Functioning Market
250-Metro Average

Northeast-Pacific

1.0 2.0 3.0 4.0 5.0 6.0 7.0

Sources: Author’s calculations and estimates, based on household income and housing data from the American Community Survey
(U.S. Census), Zillow, and CoStar. See full explanation of our price-to-income measures in Appendix 2.

Why housing markets are out of whack

America isn’t building enough homes: We estimate a national shortfall of 6.1 million to 7.8 million
housing units, based on population growth plus an assumed replacement rate. Estimates from other
organizations — Freddie Mac, the Brookings Institution, Urban Institute, the National Association of
Realtors, and advocacy organization Up For Growth — range from 3.8 million to 7.3 million.76”

A similar analysis suggests America built new housing units at rates roughly in line with what the nation
needed from 1960 to 1990. Production fell some 25% below the required level in the 1990s and early
2000s, then some 50% to 60% short between 2008 and 2016. It partially recovered between 2017 and
2021, then fell back again in the wake of the Federal Reserve’s 2022-2023 interest rate hikes.””

These patterns help account for some of the trends in rents and home prices visible in Figure 1. Rents
accelerated upward relative to incomes after production declines got underway in 2008 and 2022. Home
prices stopped rising relative to incomes during the construction recovery between 2017 and early 2020.

* We assume that 1.0% to 1.33% of the nation’s housing stock needs to be replaced each year, based on useful life of 75 to 100
years. (An Urban Institute analysis assumes 0.8% to 1.0% per year; see Karan Kaul et al., “The Role of Single-Family Housing
Production and Preservation in Addressing the Affordable Housing Supply Shortage” [Urban Institute, December 2021].) Our
estimates are toward the high end of the range because we take into account internal migration in the United States. Cities and
regions experiencing net in-migration need additional housing as a result, which cities with net out-migration don’t offset with
negative numbers. If we disregard internal migration, we arrive at an estimated shortfall of 3.9 million to 5.6 million homes. See
Appendix 2 for full explanation and the online Data Appendix for underlying data.
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Home prices have also seen short-term fluctuations based on two other forces: ups and downs in
mortgage interest rates and shifts in people’s long-term expectations for future home price appreciation.
Ultra-low interest rates explain much of the rapid gains from 2001 and 2004 and during the pandemic in
2020 and 2021. Elevated expectations for the future, as reflected in surveys,8 help account for why home
prices kept rising after interest rates started upward in 2004 and 2022.

But over the longer term, supply and demand have been the main drivers of rents and home prices. For
decades before the 1980s, housing was relatively abundant and cheap, though sometimes also low
quality by today’s standards, in the words of Marohn and Herriges. When housing demand surged in a
city, a building boom would quickly follow in response, according to economists Edward Glaeser of
Harvard University and Joseph Gyourko of the University of Pennsylvania.” Consequently, median home
prices remained in a tight range of two to three times median household income for many decades.

But local policies have made it harder to build new homes, starting in the 1920s and 1930s but more
aggressively since the 1980s. Restrictive policies take many forms:

o Restrictions on what and where developers can build: While local authorities started adopting
zoning codes early in the 20th century for laudable purposes like separating residential areas
from factories emitting toxic fumes, governments have since imposed ever-tougher restrictions on
the physical forms and locations of new housing.” Early measures included banning “triple
deckers” (a distinctive New England building type with three stacked apartments) and single-room
occupancy boarding houses, according to Marohn and Herriges.8 Localities increasingly raised
minimum floor areas for apartments and minimum lot sizes for single-family homes. As a result,
many Boston-area suburbs have median lot sizes well over an acre today. Some 40% of the
housing units in Manhattan and almost 80% of those in the Boston-area town of Somerville would
be illegal to build today.8! Los Angeles zoning rules as of 1960 would have allowed sufficient
housing to hold 10 million people, but subsequent restrictions have reduced the city’s zoned
capacity to 4.3 million — just above the current population.s2

More recently, many cities have made it close to impossible to build manufactured home™
communities.83 Seattle has reduced the number of apartments that can be built in many new
high-rises by as much as half because it wants “skinny” towers on aesthetic grounds.84 Portland,
Oregon, has imposed an “urban growth boundary” making suburban expansion difficult. Houston,
one of America’s least restrictive cities, has nonetheless shown how deed restrictions can block
new housing even in the absence of zoning rules.85

o Policies that add significant costs to new home development: Rules requiring a minimum
number of parking spots per unit in new apartment buildings can add more than $20,000 in per-
unit construction costs in Texas cities and more than $100,000 in San Francisco.8 “Impact” fees
can be as high as $200,000 for a new duplex in some California cities, while rezoning petitions
can cost more than $100,000 per unit.8” Complex rules governing tree preservation have added
enough costs to kill numerous projects in Dallas.88 While some of these rules undoubtedly
advance legitimate public policy interests, they typically add 20% to the overall cost of

" Local governments also deployed zoning codes to create and enforce explicit housing segregation on racial lines starting in 2016,
despite enactment of the Fair Housing Act of 1968 (Michael D. Tanner, The Inclusive Economy: How to Bring Wealth to America’s
Poor [Cato Institute, 2018], 203).

" Manufactured homes are housing units that are built in a factory and can be transported to a piece of land.
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constructing a new apartment in Washington and Boston, 30% in Los Angeles, and more than
50% in New York, San Francisco, and San Jose. Policies that raise construction costs ensure
that fewer projects will be economically viable, so fewer projects come to fruition.8®

¢ Opaque, slow, and uncertain approval processes: In some cities, statutory permitting
processes are sufficiently opaque and complex to deter most developers.®° In others, they are so
slow that they make otherwise economically viable projects unattractive.®!

A common problem in U.S. cities is that, since so little land is zoned for apartment buildings or
townhomes, developers can only move forward if the city council makes a specific exception for
their project — a process that inherently leads to politicization of land-use decisions and
sometimes arbitrary denials.9? Environmental laws — for instance, the California Environmental
Quality Act and Massachusetts wetlands rules — empower local residents to object to and often
block developments on specious grounds.?3 California imposed complex new rules regulating
carbon “embedded” in construction materials and processes as recently as March 2024.94 A “valid
petition” rule in Texas, allowing small numbers of neighbors to stop apartment projects that
require rezoning, killed 20 multifamily projects in Austin over a recent two-year period.?5 Some
towns — for instance, Colts Neck, New Jersey, and Huntington Beach, California — have simply
defied state rules that would have allowed new development projects.%

o Complex mixes of restrictive policies: Cities with highly restrictive housing and land-use
policies typically impose many mutually reinforcing restrictions at once, detailed studies by
Joseph Gyourko and colleagues have documented.®” Onerous impact fees, for instance, can
multiply the costs imposed by excessive parking requirements.

Urban land-use rules have grown progressively more restrictive since the 1980s, many studies confirm.8
This trend closely matches the production shortfall that emerged in the 1990s and deepened after 2008.

The principal driver of increasingly restrictive policies in U.S. cities is grassroots opposition to new
development and densification. Well-organized local pressure groups have played a large role in
convincing city governments both to enact ever-tighter restrictions and to stop specific projects, Gyourko
and colleagues show.?® When local leaders convene community meetings to seek input on proposed
projects, the comments they receive are overwhelmingly negative most of the time, a 2019 study of
meetings in Henrico County, Virginia, documented.100

Antidevelopment groups oppose projects that would increase residential density in their neighborhoods
for many reasons. Common motivations include preserving neighborhood aesthetic qualities and
character; containing noise, congestion, and school overcrowding; protecting privacy and pedestrian
safety; and conserving the natural environment.1°! Creating housing scarcity to increase home values is
generally not people’s principal motivation, contrary to a persistent narrative.192 Renters are just as likely
to express not-in-my-backyard (NIMBY) attitudes as homeowners. People generally want lower housing
prices in their city, surveys show, 103 but most just don’t believe increased supply would make homes
more affordable.”

* One survey-based study by researchers from University of California campuses in Davis, Santa Barbara, and Riverside showed
that large majorities strongly believe new development in a neighborhood causes higher rents and home prices nearby. (See Nall et
al., “Folk Economics.”) The researchers hypothesize that residents have often seen new apartment buildings go up in areas with
fast-rising prices, and they mistake correlation for causation. Other surveys show that people are much less likely to support
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There’s little evidence that land-use policies have grown more restrictive since the 1980s because people
became more NIMBY in their attitudes. On the contrary, Americans have gradually become more
accepting of both new housing and more diverse families in their neighborhood.104

It’'s more likely that skepticism toward new development and densification has been relatively constant
over time, but antidevelopment forces have become more empowered and effective in enacting restrictive
policies and blocking projects.105 This reflects a growing democratization of local decision-making:
Political processes have given residents more ability than in the past to get what they want, over the
wishes of real estate developers and other elites.”

Factors outside local politics and rules have played at most a small role in America’s underproduction of
housing since the 1990s. Labor and materials costs have remained relatively constant after adjusting for
overall inflation for many decades.1% Interest rates have choked off development when they’ve been
relatively high, but they’ve spent most of the 21st century near all-time lows.

Nor does lack of available land prevent faster housing development, other than in the very densest
places. Harris County, Texas, is denser than the San Jose metro area, measured by people per square
mile, but saw housing growth more than three times higher from 2010 to 2023.197 Greater Tokyo is much
denser than the New York metro but has achieved four times New York’s rate of supply growth — and has
“prices more than a third lower relative to incomes. In our 25 Sun Belt—Mountain metros, we estimate that
open, developable land constitutes fully 19% of the average city’s land area and 57% of the average
county’s.

Local rules have grown even stricter in the years since 2008, Gyourko and colleagues show in an update
to a massive study they conducted in 2006.1%¢ “There is no case of a highly regulated market as of 2006
becoming substantially (or even moderately) less regulated over time,” they conclude.109

Consequently, new home development plunged to historically depressed levels between 2007 and 2016
and has remained low most years since then (See Figure 3). New multifamily construction has consisted
almost entirely of smaller-than-typical apartments within large buildings in very concentrated locations
within their cities.11© Commuting times have risen considerably in most cities.!'! So has housing
segregation along income lines.12

proposed multifamily projects in their city if they think developers will make a profit from new construction , and that very few people
have an intuitive grasp of how new development causes older homes to filter down to moderate- or lower-income families. See
Paavo Monkkonen and Micael Manville, “Opposition to Development or Opposition to Developers? Experimental Evidence on
Attitudes Toward New Housing,” Journal of Urban Affairs 41, no. 8 (2019): 1123-41; Evan Mast, “JUE Insight: The Effect of New
Market-Rate Housing Construction on the Low-Income Housing Market,” Journal of Urban Economics 133 (2023): Article 103383.

" One milestone in this democratization process: The Lyndon B. Johnson Administration’s Community Action and Model Cities
programs set new requirements for cities to create avenues for public participation in planning processes as a condition for federal
funds (Michael Hankinson, “When Do Renters Behave Like Homeowners? High Rent, Price Anxiety, and NIMBYism,” American
Political Science Review [August 2018], https://www.mhankinson.com/documents/renters preprint.pdf).

" See explanation in Appendix 2 and underlying data in the online Data Appendix. The author thanks demographer Wendell Cox for
a thorough explanation of how much developable land actually exists in even the densest metro areas.

32


https://www.courbanize.com/blog/our-2022-survey-nimbyism-is-losing-ground
https://www.pewresearch.org/social-trends/2008/12/02/americans-say-they-like-diverse-communities-election-census-trends-suggest-otherwise/
https://www.mhankinson.com/documents/renters_preprint.pdf
https://www.sciencedirect.com/science/article/abs/pii/S009411902100019X
https://realestate.wharton.upenn.edu/working-papers/a-new-measure-of-the-local-regulatory-environment-for-housing-markets-the-wharton-residential-land-use-regulatory-index/
https://www.axios.com/2024/07/01/apartment-size-average-square-feet?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiospm&stream=top
https://www.jchs.harvard.edu/sites/default/files/media/imp/harvard_jchs_gramlich_design_and_construction_strategies_multifamily_hoyt_2020_3.pdf
https://www.brookings.edu/articles/where-20-years-of-new-housing-was-built-in-washington-dc-and-where-it-wasnt/
https://furmancenter.org/files/Supply_Skepticism_-_Final.pdf
https://onlinelibrary.wiley.com/doi/10.1111/ecge.12072
https://onlinelibrary.wiley.com/doi/10.1111/ecge.12072
https://doi.org/10.1080/07352166.2019.1623684
https://www.sciencedirect.com/science/article/abs/pii/S0094119021000656
https://www.sciencedirect.com/science/article/abs/pii/S0094119021000656
https://www.mhankinson.com/documents/renters_preprint.pdf
https://gwbushcenter.imgix.net/wp-content/uploads/Build-homes-expand-opportunity-Data-Appendix-almost-final-2-26-2025.xlsx

Figure 3
Underproduction of homes since 2007

Construction of Housing Units by Year (000s)
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Source: Author’s calculations and estimates, based on U.S. Census population and construction data.

Cities that build less have higher prices: Many studies confirm that localities with more restrictive land-
use policies experience higher land values, higher production costs, less development, and higher rents
and home prices as a result. These include national studies as well as deep dives into localities in
California, Massachusetts, and New York. However they measure policy restrictiveness, they all come to
the same conclusions.113

Highly restrictive policies have outsized effects on supply and prices in the lower-tier segment of the
market. This is partly because the direct effects of cost-increasing rules are larger in percentage terms
when homes are relatively small and inexpensive.14 It’s also because overly restrictive rules undermine
or reverse the filtering-down process that accounts for most housing affordable to lower-income
families.115

We've calculated a score for each of the 250 largest metro areas, measuring how much supply growth
they realized between 2010 and 2023 relative to what one would expect based on a predictive model of
housing demand in each metro. (See Section lll.) We estimate that metros which have produced 10%
fewer homes than our model predicts have rents and home prices between 7% and 11% higher today
than comparable metros that have performed in line with expectations, on average.”

* We base these estimates on numerous regressions treating price-to-income ratios as the dependent variable and our metro-area
housing policy scores, along with various control variables, as explanatory variables. Some other studies have arrived at similar-
sized effects of underproduction on rents and home prices (see Molloy et al., “Housing Supply and Affordability”; Bernard Fingleton
et al., “Housing Affordability: Is New Local Supply the Key?” EPA: Economy and Space 51, no. 1 [2019]: 25-50,
https://journals.sagepub.com/doi/pdf/10.1177/0308518X18798372), while others have found larger effects (see, for instance,
Stephen Malpezzi, “Housing Prices, Externalities, and Regulation in U.S. Metropolitan Areas,” Journal of Housing Research 7, no. 2
[1996]: 209-41, https://www.jstor.org/stable/24832860). See full explanation of our methods in Appendix 2 and regression results in

the online Data Appendix.
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Applying the same method to 248 cities and counties within our 25 fast-growing Sun Belt—-Mountain state
metros, we find similarly sized effects. Localities that underproduce see significantly higher housing prices
as a result, even compared with neighboring localities. It's perhaps surprising that underproduction in one
city compared to another one nearby would have such large effects when a family can so easily choose
to live in the cheaper one. It turns out that, while one city may be a substitute for another in the minds of
families deciding where to live, it’s typically not a perfect substitute.

Housing growth in fast-growing Sun Belt and Mountain State metro areas: The 25 Sun Belt—
Mountain metros we focus on in this report account for 41% of all single-family homes and 35% of all
apartments built in the nation’s 250 largest metros between 2010 and 2022, despite being home to just
20% of the 250-metro population as of 2010. In the six years from 2017 to 2022, their share of production
grew further to 43% of single-family homes and 37% of apartments.

Breaking down the multifamily market into tiers, the Sun Belt—-Mountain metros account for an even larger
share of the midrange tier than of the luxury tier, based on our analysis of data from real estate research
firm Yardi Matrix: 39% over the period 2010-2023 and 41% over the latter half of this period. They also
account for an outsized 27% of all income-restricted, “fully affordable” units built in the 250 largest metro
areas from 2010 to 2023.

Consider, by contrast, two other groups of metro areas. The 25 Northeast—Pacific Coast metros we list in
Table 1 account for 11% of the single-family homes and 28% of the apartments built in the 250 largest
metros between 2010 and 2022, while 29% of the 250-metro population lived in these areas in 2010.
Their apartment production leaned more into luxury tiers than the Sun Belt—-Mountain metros, as they
produced just 17% of the midrange apartments and 23% of the income-restricted ones. These cities have
built fewer homes per capita than most other U.S. cities and consequently have America’s highest
housing prices relative to people’s incomes.

Another group of metro areas, the 104 we noted earlier with composite price-to-income ratios at or below
three times,” presents a different pattern. These metros, home to a quarter of the 250-metro population in
2010, produced 21% of the single-family homes, 11% of the apartments, 20% of the midrange
apartments, and 12% of the fully affordable apartments built in the 250 largest metros between 2010 and
2022. Yet despite apparent underproduction, they are the nation’s cheapest metros. Their housing
markets reflect an insight from Glaeser and Gyourko: Since homes are durable assets that last a long
time, both new production and prices can fall to very low levels in a city that has sufficiently low housing
demand.116

In each of these three groups, population changes have moved in tandem with housing production. From
2010 to 2022, population grew 23% in our 25 Sun Belt—Mountain metros, 4% in our Northeast—Pacific
Coast metros, and 5% in the 104 cheapest metros.!17 This correlation is unsurprising, as people will only
move to a place where they can find a home. But it doesn’t resolve whether people are moving to Sun

" The author thanks Yardi Matrix for sharing the underlying data. To estimate new production of “midrange” units, we combine four
more-granular Yardi categories: upper midrange, lower midrange, upper workforce, and lower workforce. Yardi’s “fully affordable”
category refers to subsidized, income-restricted apartments. Yardi’s data covers midsized to large apartment buildings across the
United States.

™ The 104 cheapest metros have a slight degree of overlap with the other two groups: They include the Fayetteville-Springdale-
Rogers metro, which is in our group of 25 fast-growing Sun Belt—-Mountain metros, and the Syracuse metro, which is in the
Northeast—Pacific Coast group.
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Belt metros because they have more pro-growth policies and lower prices, or because people want to be
there for other reasons and housing markets are responding. We address this question in Section III.

Our 25 Sun Belt—Mountain metros collectively produced new homes between 2017 and 2022 at a pace
sufficient to keep up with our projections for future population growth. America’s 250 largest metros as a
whole underproduced by about 20% on this measure, despite the partial recovery in construction after
2016. The production pace in the 25 Northeast—Pacific Coast metros was about half of what they will
need, even accounting for slow projected population growth in these places.”

Figure 4 shows the role our Sun Belt—Mountain metros have played in U.S. housing production since
2010. The chart’s bars shows the share of new homes built in four groups of metros: the 25 Sun Belt—
Mountain metros, our 25 Northeast—Pacific Coast metros, the other 50 of America’s 100 largest metros,
and the next 150 metros in population terms. As the chart illustrates, the Sun Belt—Mountain metros
account for an outsized share of total homes, single-family homes, apartments, midrange apartments,
and (to a slightly lesser degree) income-restricted apartments.™

Within our 25 Sun Belt—Mountain metro areas, fully 87% of single-family homes built between 2010 and
2022 are in suburban areas rather than core cities. Suburban and exurban areas also account for about a
third of the midrange apartments built in these metros from 2010 to 2023. Moreover, they account for
63% of the housing units funded through the federal low income housing tax credit program between
2010 and 2021. Suburban communities are home to 72% of the population in these metros.

We also divide the suburban counties and municipalities within our 25 Sun Belt—Mountain metros into 65
inner-ring and 73 outer-ring localities.” We estimate that inner-ring localities account for 40% of the
single-family homes built in these metros between 2010 and 2022, while outer-ring localities account for
47%. Inner-ring communities, on the other hand, have produced far more apartments than their outer-ring
neighbors: 27% of midrange and 14% of fully-affordable apartments built in the Sun Belt—-Mountain
metros compared to 5% and 6% in the outer-ring communities.

" Author’s calculations based on U.S. data. We build simple growth projections through 2055 by “straightlining” out recent population
growth figures for each metro, then adjusting our projections downward by the same amount for all metros to account for overall
population slowdown and arrive approximately at official projections of the total U.S. population in 2055. Specifically, we assume
that each metro will grow at the average of its annualized growth rates over 2016—22 and 2020—-22, less 0.3% per year. Under these
assumptions, the nation’s population will rise to 373 million in 2055, and the share living in the 250 largest metros will rise to 84% of
the total, from 81.3% in 2022. We further assume that, to keep up with true demand, each metro must replace 1.33% of its housing
stock each year and allow for projected population growth. We compare our projected requirement for each metro with its actual
2017-22 pace of new development. Based on this analysis, 16 of 25 of our Sun Belt—-Mountain metros are building sufficiently to
keep up with demand. The nine that aren’t are Atlanta, Deltona—Daytona Beach, Greenville, Jacksonville, Lakeland—Winter Haven,
North Port—Sarasota—Bradenton, Orlando, Provo, and San Antonio. Only five of our Northeast—Pacific Coast metros — Los Angeles,
San Diego, San Francisco, San Jose, and Santa Cruz — are on pace to keep up with demand, even though our projections suggest
that total population in these 25 metros won’t grow at all over the next 30 years.

™ See underlying data, including for each of the 25 Sun Belt-Mountain metros, in Table A, Appendix 3.

*** We make this subjective judgment-based distinction according to how far localities are from their metro area’s core city or cities
and when most of their population growth has occurred. We have 250 counties and individual municipalities in our dataset in all, but
in some cases there is overlap between counties and municipalities. The calculations we report here avoid double counting by using
either suburban counties or the included municipalities within those counties, but not both.
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Figure 4
Sun Belt—-Mountain State metros: Outsized share of new homes built, 2010-2023
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Source: Author’s calculations based on data from the U.S. Census Bureau and Yardi Matrix. See underlying data in Table A,
Appendix 3.

Sun Belt and Mountain state suburbs and exurbs have played a pivotal role in America’s housing market

since 2010, this analysis implies. They’ve produced about 36% of the single-family homes and 13% of the

midrange apartments built in the nation’s 250 largest metros since 2010. Just under 20% of all single-
family homes built in the 250 largest metros are in outer-ring localities in our 25 Sun Belt—Mountain
metros.

Since 2022: Some commentators contend that the Sun Belt—Mountain state housing boom is coming to
an end. They point to home prices and rents: The Sun Belt and Mountain metros included in the S&P
CoreLogic Case-Shiller index of 20 large markets all saw price changes below the median during the 12
months ending in May 2024, for instance. Rents have fallen in a few metros like Austin and Raleigh.
These price changes, plus the relocation of a single company (Oracle) from Austin to Nashville, led one
pundit to write a piece titled “Plunging Home Prices, Fleeing Companies: Austin’s Glow Is Fading.”118

This interpretation is misleading. Population growth in the 25 Sun Belt—Mountain metros has remained
strong. Adding up the 253 cities in these metros with population over 50,000," total population rose 1.0%
from mid-2022 to mid-2023 — slightly below its 2021-2022 growth rate of 1.2% but in line with 2020-2021
and ahead of the prior decade’s pace. The 132 cities in the Northeast—Pacific Coast metros with
population over 50,000 collectively shrank 0.2% between mid-2022 and mid-2023. This was better than
the shrinkage they experienced between 2021 and 2022™ but equal to their 2020-2021 decline rate and
worse than the annual pace of the previous decade.

* We count cities with population over 50,000 as of 2022.
™ The 132 cities collectively shrank by 0.5% from mid-2021 to mid-2022.
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The city of Austin, meanwhile, grew in line with its 2020-2022 rate. Austin-area suburbs Georgetown,
Kyle, and Leander were three of the four fastest-growing of these 385 cities from 2022 to 2023.119

Rents and home prices have retreated in the Sun Belt-Mountain metros not because housing demand
has slowed but because supply has expanded fast enough since 2022 to more than keep up with demand
in most of these markets. Some Sun Belt metros — notably Charlotte and Raleigh — experienced very little
building slowdown despite the headwind of high interest rates.’20 The research firm CoStar projects that
apartment development in our 25 Sun Belt—Mountain metros in 2024 and 2025 will be slightly ahead of its
pace over the previous 14 years.'2! Midrange multifamily projects in these metros that will open in 2024-
2025 and are already counted in Yardi’s database as of mid-2024 account for fully 51% of all such units
for the 250 largest metros — a higher share than ever.”

By contrast, apartment development fell by half in 2023 in the six largest West Coast metros and has
experienced little recovery.” As of mid-2024, the largest Northeast and Pacific Coast metros had below-
average supply on the market and above-average recent price appreciation, according to American
Enterprise Institute and RedFin data.22

Citizens in even relatively affordable places like Houston and Utah as well as mayors across the United
States agree that housing affordability has become a top-tier concern.123 Raphael Bostic, President of the
Federal Reserve Bank of Atlanta and a leading authority on economic mobility, emphasizes that high
housing costs in prosperous cities are among the steepest barriers to upward mobility in America
today.124 Surveys consistently show that the nation’s affordability crisis, along with spiraling college
tuition, is one of the main reasons many young Americans have grown pessimistic about the American
dream.125

The main takeaway from this analysis is that America needs a sustained building boom — more homes of
all kinds, with as many as possible in relatively high-opportunity locations.

) Large metros where the largest share of rental listings were offering rent concessions in July 2024 are all Sun Belt-Mountain
metros with continuing rapid population growth but also very large supply growth in the apartment market: Atlanta, Austin, Charlotte,
Nashville, Raleigh, and Salt Lake City. The top two major markets for year-over-year rent decline since July 2024 were Austin and
Jacksonville (RedFin data, cited in Ashley Fahey, “Apartment Rents Hit a Post-Pandemic Milestone — and More Landlords Are
Sweetening Their Deals,” The Business Journals, August 14, 2024,
https://www.bizjournals.com/bizjournals/news/2024/08/14/asking-rents-concessions-rise-apartments.html).

- Midrange multifamily projects in our 25 Northeast—Pacific Coast metros that will open in 2024-25 and are already counted in
Yardi’s database as of mid-2024 account for just 12% of all such units for the 250 largest metros.
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lll. AMERICA’S MOST PRO-GROWTH CITIES
Pro-growth housing policies: Which cities perform best?
America’s 250 largest metro areas

Main rankings: We’ve calculated scores estimating how growth friendly housing policies are in the 250
largest metros. Our approach is to compare each metro’s housing supply growth to our estimate of how
much growth we would expect based on a quantitative model of housing demand.

Our logic: If a metro area has realized better-than-average housing supply growth since 2010, it may be
because it has enjoyed relatively pro-growth policies. Or it may have had average policies but
extraordinary demand growth. Likewise, a metro with subpar growth may owe its performance to either
restrictive policies or weak demand (or both). Our aim is to distinguish policy from demand effects.

We estimate demand curves for each metro area — that is, lines on a graph showing how many new
homes people would want at all possible price levels. These demand curve estimates, plus nonpolicy
factors that affect how difficult it is to build homes,” allow us to estimate what housing supply growth
would have been in each metro between 2010 and 2023, assuming all metros had equally growth friendly
policies. If a metro area realized better growth than predicted, we infer that it has a more pro-growth
environment than the average metro.”

Table 2 shows the 25 most pro-growth of America’s 100 largest metros as well as the 25 most restrictive,
based on our policy scores.”™ Each metro’s score is its actual growth less its predicted growth.

Charlotte, Raleigh, Greenville, and Charleston all rank among the six most growth friendly of the 100
largest metros. The Texas Triangle metros — Austin, Dallas-Fort Worth, Houston, and San Antonio — have
also achieved housing growth well ahead of relatively high predicted growth. New York City, Philadelphia,
Boston, Chicago, and Los Angeles have seen middle-of-the-pack performance, matching low model
predictions. San Francisco, San Jose, San Diego, and most other West Coast metros score near the
bottom, sharply lagging relative to high predicted growth.

Three of our fast-growing Sun Belt—Mountain state metros — Denver, Phoenix, and Las Vegas — rank in
the bottom quarter of U.S. metros. All three have seen strong housing growth, but growth has
nonetheless lagged relative to what we would expect in view of tremendous demand for housing in
Southwestern cities. Sixteen of the 25 Sun Belt—-Mountain metros perform in the top quarter of metros. On
average, these 25 metros have realized growth 12% ahead of what our model predicts.

* These include density, the extent of open space, and physical limitations like mountains and bodies of water that impede supply
growth.

** Metro areas generally don’t have housing and land-use policies as such. We suggest it makes sense to think of a metro’s policy
environment as a kind of population-weighted average of the housing and land-use policies of each locality in the metro area.

*** See full ranking of the 250 largest metros in Table B, Appendix 3. See full explanation of our scoring method in Appendix 2 and
underlying data and relevant regression results in the online Data Appendix.
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Table 2
America’s most pro-growth and most restrictive metros
(among the 100 largest metros)

Actual Predicted

Actual

Predicted

Most Pro-Growth Metros | Score Growth Growth Most Restrictive Metros Score Growth Growth
1 |Charlotte, NC 0.27 0.49 0.22 76|Hartford, CT -0.07 0.01 0.09
2| Austin, TX 0.26 0.56 0.30 77 [Milwaukee, WI -0.07 0.03 0.10
3| Greenville, SC 0.21 0.40 0.19 78 [Richmond, VA -0.08 0.11 0.19
4|Provo, UT 0.21 0.56 0.35 79 [Phoenix, AZ -0.08 0.20 0.27
5|Houston, TX 0.18 0.30 0.13 80| Allentown-Bethlehem, PA -0.08 0.04 0.12
6|Raleigh, NC 0.18 0.40 0.23 81|Birmingham, AL -0.09 0.03 0.12
7|Des Moines, 1A 0.16 0.31 0.14 82|Seattle, WA -0.09 0.16 0.24
8| Winston-Salem, NC 0.16 0.31 0.15 83 [Miami, FL -0.09 0.08 0.17
9|Charleston, SC 0.15 0.37 0.22 84|Portland, OR-WA -0.09 0.15 0.24
10|{McAllen, TX 0.14 0.30 0.16 85|Denver, CO -0.10 0.19 0.29
11|Nashville, TN 0.13 0.38 0.25 86|Stockton, CA -0.11 0.10 0.21
12| Deltona-Daytona Beach, FL 0.10 0.30 0.19 87|Las Vegas, NV -0.11 0.17 0.28
13|Fayetteville, AR 0.10 0.32 0.22 88| Albuquerque, NM -0.11 0.06 0.18
14|Dallas-Fort Worth, TX 0.09 0.27 0.18 89|Providence, RI-MA -0.11 0.03 0.14
15|Jacksonville, FL 0.09 0.27 0.18 90(Fresno, CA -0.12 0.09 0.21
16|Lakeland-Winter Haven, FL 0.09 0.32 0.23 91|Bakersfield, CA -0.12 0.08 0.20
17 {Durham-Chapel Hill, NC 0.08 0.30 0.22 92 |Tucson, AZ -0.13 0.08 0.21
18|Indianapolis, IN 0.08 0.18 0.10 93 Sacramento, CA -0.13 0.09 0.22
19|Cape Coral-Fort Myers, FL 0.07 0.28 0.21 94|San Francisco, CA -0.14 0.04 0.18
20(San Antonio, TX 0.06 0.25 0.19 95 [Springfield, MA -0.15 0.00 0.15
21|Boise, ID 0.06 0.40 0.34 96 [Riverside-San Bernardino, CA | -0.19 0.07 0.25
22 |Grand Rapids, MI 0.06 0.21 0.14 97(San Diego, CA -0.19 0.05 0.24
23|El Paso, TX 0.06 0.17 0.12 98(San Jose, CA -0.21 0.09 0.30
2410gden, UT 0.06 0.32 0.26 99|Oxnard, CA -0.21 0.03 0.24
25[Poughkeepsie, NY 0.05 0.09 0.03 100|Honolulu, HI -0.23 0.06 0.29
Average, 250 largest metros | -0.02 0.14 0.16

Of our 25 Northeast—Pacific Coast metros, 10 rank in the bottom quarter of metros. Housing growth in
these 25 metros has come in 10% behind expected growth, on average.

The top performing fifth of the nation’s 250 largest metros includes 22 smaller metros located in the 19
Sun Belt—Mountain states, as we define them in this report. Strong performers also include several
Midwestern and Great Plains metros: Des Moines, Indianapolis, and Grand Rapids.

Figure 5 shows our housing policy scores for all of America’s 250 largest metro areas. The size of circles
represents metro-area population size. Blue indicates exceptionally pro-growth policies, while orange

indicates exceptionally restrictive policies.
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Figure 5
Housing policy scores
(America’s 250 largest metros)
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Lower-tier markets and policy changes over time: We’ve done a similar exercise focused on the
lower-tier housing market. The performance of metros in this ranking closely mirrors their performance in
our main rankings (correlation: 0.78).”

Among the nation’s large metros, Charlotte and Greenville stand out for performing even better in this
ranking than in our main ranking. Most large metros, on the other hand, score less well in our lower-tier
ranking than overall. Large metros with lower-tier scores significantly below overall scores include Atlanta,
Fayetteville-Springdale-Rogers, Houston, Salt Lake City, San Francisco, Seattle, and Tampa.

We've also calculated scores by the same method for two separate periods, 2010-2016 and 2017-2023,
to identify metros that have experienced significant shifts in their housing policy environment since 2010.
Most metros saw an acceleration in housing growth from the first period to the second, which we attribute
to financial recovery in the banking and homebuilding sectors, a loosening of mortgage lending standards
after several difficult years in the aftermath of the 2008 crash, and greater returns from homebuilding in
view of higher prices. But our prediction model takes this improvement into account. The performance of
metros relative to predicted growth was generally similar across the two periods (correlation: 0.73).
Housing policies mostly don’t change very fast.”

* See full rankings for metro-area housing policy based on lower-tier market performance in Table C, Appendix 3, a full explanation
of our methods in Appendix 2, and all relevant data in the online Data Appendix.

™ See full rankings for changes in performance from 2010-16 to 2017-23 in Table D, Appendix 3, a full explanation of our methods
in Appendix 2, and all relevant data in the online Data Appendix.
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Large metros that achieved significant improvements include Austin, Philadelphia, Salt Lake City, and
San Antonio. Charlotte and Seattle saw considerably lower scores in the more recent period.

On average, though, neither our Sun Belt—Mountain metros nor our Northeast—Pacific Coast metros
experienced shifts from one period to the next in the growth-friendliness of their housing policies, relative
to other metro areas.

Our method in brief:” We calculate four measures of housing growth for each metro — our main 2010-
2023 score plus scores for the lower-tier market and for the 2010-2016 and 2017-2023 periods. Our main
measure is a composite score based on 17 indicators of growth in the single-family and apartment
sectors. Our composite scores reward metros for achieving broad-based growth across different housing
types rather than growth in just a single type, like single-family homes with three or more bedrooms.

We likewise calculate composite price-to-income measures for each metro, for both overall and lower-tier
markets. These incorporate 68 ratios with home prices, ownership costs, or rents as the numerator and a
variety of income measures as the denominator.

We estimate each metro’s demand curves two ways:”

o We arrive at predictions for each metro’s housing growth based on how it scores for factors that
influence people’s desire to live there, independent of price levels. These include the metro’s
income levels, average temperature, proximity to mountains and beaches, reputation as a fun
place for “hipster” young people, and density.™

o We also estimate each metro’s demand curves from its housing price levels, adjusted for local
incomes.”"We additionally estimate what each metro’s supply curve — the net number of new
units that developers would build at all possible price levels — would look like if all metros had the
same housing and land-use policies. To simplify, we assume that these “as-if” supply curves
would differ across metros only insofar as different places have different density and availability of
developable open land.

* See Appendix 2 for a full explanation of sources and methods.

** We estimate four demand curves for each metro — an overall curve for 2010-23, a lower-tier market demand curve, and demand
curves for 2010-16 and 2017-23.

*** Demand for housing has been higher than average in metros with relatively high income levels, warm climates, easy access to
mountains and beaches, and fun “hipster” reputations. It’s difficult to disentangle whether density (measured in our dataset as
population per square mile) at the start of a time period influences housing demand in subsequent periods, since it also influences
how difficult it is to add new homes. Our data suggests that metro-area density reduces both housing demand and supply, all else
equal — that is, higher density means a metro’s demand curve and supply curve are both further to the left than average, implying
lower production in equilibrium but ambiguous price effects.

**** Economic assumptions:

e  We assume the demand curves of all metros have the same slope — that is, the additional housing units people would
want in response to a given decline in income-adjusted price levels under the further assumption that prices don’t change
in any other metros. This means conditions in all available substitute locations are held constant. We further assume that
the actual housing growth and prices each metro has experienced in the relevant periods represent points on its particular
demand curves. If we know a single point on a metro’s demand curve as well as the demand curve’s slope, we know the
coordinates of the whole curve.

e Local housing and land-use policies, together with nonprice factors that affect how hard it is to build new housing such as
density and the constraints imposed by physical geography, determine a metro’s supply curve.

e A metro’s combination of housing growth and prices (adjusted for local incomes) occurs at the intersection of its demand
and supply curves.

. The horizontal distance between actual and predicted housing growth on the graph of housing growth and income-
adjusted prices represents the effect of local housing and land-use policies.
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The intersection of each metro’s estimated demand curves and as-if supply curves tells us what we would
expect its housing growth to be for each relevant period, assuming all metros had the same policies.
Comparing actual housing growth to the average of our two predicted growth figures, we estimate how far
each metro’s true supply curve is from our as-if supply curve — that is, the extent to which policies
increase or reduce the number of units developers would build at any given price.

One caveat: Our scores aim to measure how housing policy environments in different metros compare
with one another in relative terms. They don’t give us absolute numbers of homes that metros would have
added if housing markets across the nation were functioning well.

Our scoring approach generally comes to similar conclusions as other rankings that have figured
prominently in housing studies.” But our rankings differ from some prior studies in two significant respects.
First, some large metros that score badly in most other studies — such as New York City, Los Angeles,
Chicago, and Philadelphia — look middle-of-the-pack in our data. This is because predicted housing
growth for these metros is relatively low. Second, mountain and desert metros like Phoenix, Denver, and
Las Vegas that score relatively well in most other studies perform below average in our rankings because
their housing growth has fallen short of high predicted growth.

Our estimates of underlying housing demand in U.S. metros also agree relatively closely with other
published rankings.”

Key takeaways about America’s fastest-growing cities: The nation’s fastest-growing cities, primarily in
the Sun Belt and Mountain states, have built an outsized share of all new homes in the United States
since 2010 both because of rapid growth in people’s desire to live there and because most of them have
offered unusually pro-growth policies.

Demand matters. Virtually no low-demand metro has achieved above-average housing growth since
2010, regardless of policies.” But demand isn’t just a function of climate and natural features, our data
shows. People have gravitated toward relatively high-wage cities, which is why warm but lower-income
metros like Mobile and Memphis have experienced low demand and housing growth. People have also
tended to desire medium-density rather than high-density locations, which helps explain why New York
and Los Angeles — among America’s wealthiest but also most densely populated metros — have seen
below-average demand in our data.

* Our scores are positively correlated with a ranking calculated by Massachusetts Institute of Technology economist Albert Saiz that
makes inferences about policy from market data (correlation: 0.22), and with two ranking systems compiled by Joseph Gyourko and
colleagues and by Federal Reserve economist Raven Saks that compute composite scores based on bottom-up reviews of specific
observable policies (correlations: 0.53 and 0.35). Our scores are also reasonably predictive of a prominent measure of
underproduction from the advocacy organization Up For Growth (correlation with Up For Growth’s 2012 underproduction numbers:
0.28). If we exclude 18 metros with very low housing demand, as reflected in population declines, all three correlations go up. This is
because, in metros with sufficiently low housing demand, developers are likely to build virtually no new units even if housing policies
are relatively pro-growth. Our method might unfairly penalize such places.

** Our predicted growth estimates are positively correlated with a 2024 ranking of where new college graduates are applying for jobs
from the career site Handshake (correlation: 0.20) and a 2024 ranking of quality of life in U.S. metros from U.S. News & World
Report (correlation: 0.57). See “Catching Up with the Class of 2024: How Economic Stress, Employer Brand, Job Location, and
Industry Preferences Factor into Their Vision for Post-Grad Life” (Handshake, May 2024); and “Best Places to Live for Quality of Life
in the U.S. in 2024-2025,” U.S. News & World Report, accessed January 31, 2025.

- Indianapolis is the only metro that ranks in the bottom quarter of the 250 largest metros for predicted growth and realized
housing growth above 15%, the 250-metro average growth rate in our data.

42


https://joinhandshake.com/docs/network-trends/class-of-2024-graduation.pdf
https://realestate.usnews.com/places/rankings/best-places-to-live-for-quality-of-life
https://realestate.usnews.com/places/rankings/best-places-to-live-for-quality-of-life

Our analysis runs counter to a common narrative that Americans moving away from constrained housing
markets in the largest coastal metros have been moving to relatively low-opportunity places.'26 The 25
fast-growing Sun Belt—-Mountain metros mostly rank above average among U.S. cities for wages and
innovation and far above average for their business climate.”

The Western metros Denver, Las Vegas, and Phoenix represent exceptional cases — Sun Belt—Mountain
state metros that have realized housing growth well above average despite relatively restrictive policies.
The reason: They score near the top of all metros for housing demand.

But in most cases, policies make a large difference. California’s coastal metros, with the exception of Los
Angeles, also rank high for demand, our data shows. Austin and San Jose have the same predicted
growth rate, for instance, but housing growth in these two tech hubs has been worlds apart: 55% in Austin
compared with 9% in San Jose. Likewise, Dallas-Fort Worth and San Francisco have the same predicted
growth but actual housing growth rates 22% apart.”

Why have fast-growing Sun Belt—Mountain metros experienced larger spikes in home prices adjusted for
incomes than other metros since 2010? Booming demand has simply outstripped the ability of housing
supply to keep up, even though policies are relatively pro-growth in most of these places and have shown
no signs of becoming more restrictive relative to other metros.

Domestic migration from the coasts to the Sun Belt and Mountain state metros — a response to both the
pull of high demand to live in these destinations and the push of sky-high home prices in the most
restrictive, expensive coastal cities — has played out gradually over the last several decades. New shocks
to the system, including a reset in people’s preferences and work patterns during the COVID-19
pandemic and concerns about public disorder in some coastal cities, caused this ongoing flow of people
to accelerate between 2020 and 2023.

Still, rents and home prices were modestly below the level we would expect in the Sun Belt—Mountain
metros in 2024, on average, even after rapid appreciation over the previous decade. And prices have
corrected further in these metros than in most other places since interest rates started upward in 2021, as
we noted in Section II.

A deeper dive into the leading Sun Belt and Mountain State metros

To explore housing policies and markets in our 25 Sun Belt—Mountain metros more deeply, we’ve looked

Kk

at data on the 248 municipalities and counties in these metros with population over 50,000.”" These

) Specifically, almost all the 25 Sun Belt-Mountain metros score above average on a widely cited Arizona State University ranking
of cities for “ease of doing business.” Most score above average on a composite measure of innovation in U.S. metros we’ve built
from multiple external rankings. Most of the Sun Belt—-Mountain metros outside Florida score above average on incomes earned by
people of comparable educational attainment. (See our methods in Appendix 2 and underlying data in the online Data Appendix.)
The Florida metros on our 25-metro list mostly have below-average incomes, reflecting their heavy reliance on tourism and
relocating retirees — both of which tend to lower average incomes for residents. See “City Rankings,” Arizona State University,
accessed January 31, 2025.

** Our model predicts 30% growth for Austin and San Jose and 22% for Dallas—Fort Worth and San Francisco.

*** We include both municipalities and counties for several reasons. Municipalities, unlike whole metro areas, nearly always have
specific, identifiable housing policies. In some cases, counties do as well. Some counties are home to large populations living in
unincorporated areas, so they play an important role in housing markets. Counties also have more available data than individual
municipalities in some categories.
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include 34 core cities. They also include 105 suburban cities and 83 suburban counties, collectively
accounting for 72% of the population in the Sun Belt-Mountain metros.”

Table 3 shows the 25 localities that rank highest among these places for pro-growth housing policies as
well as the 25 most restrictive localities, based on the same method we use for metro areas. All of the 25
most pro-growth localities are suburbs, as are 47 of the 50 top-ranking localities. The exceptions are
42nd-ranked Houston, 43rd-ranked Greenville, and 49th-ranked Fort Worth.™

But a closer look at the data highlights several diverse patterns.

Core cities: On average, core cities in the Sun Belt—-Mountain metros perform slightly better than
suburban localities in these metros. Predicted growth is considerably slower for the core cities — reflecting
lower wage levels, higher density, and less open land — but their actual housing growth since 2010 has
exceeded predicted levels by more than in the suburbs.

Most of these cities fall into one of four categories:

e Pro-growth cities in pro-growth metro areas: The cities of Houston, Fort Worth, Dallas, San
Antonio, Charlotte, Greenville, and Bentonville have performed well ahead of generally strong
Sun Belt—-Mountain metro averages, as have the metros where they’re located.

e Core cities that score much better than their wider metropolitan area: The city of Atlanta
ranks well ahead of average for the Sun Belt—Mountain metros, while the Greater Atlanta metro
is a middle-of-the-pack performer. The city of Denver scores relatively well for pro-growth
policies, in contrast to the bottom-quartile Denver metro.

o Middle-of-the-pack core cities: These include the cities of Austin, Nashville, Raleigh, Tampa,
Orlando, and Jacksonville — which score lower for pro-growth policies than their surrounding
metro areas — and Phoenix, which outperforms its relatively restrictive metro area. While these
cities look middle-of-the-pack relative to Sun Belt-Mountain metro averages, they still have
policies that are more pro-growth than the average U.S. city.

¢ Underperforming core cities: These include Western cities Boise, Colorado Springs, and Salt
Lake City, as well as midsized Florida cities Daytona Beach and Sarasota.

Suburban localities: Grouping suburban localities together by metro area, we highlight three categories:

o Metros where almost all suburban localities have pro-growth policies: These include all four
Texas Triangle metros plus Charlotte, Raleigh, Greenville, and Nashville.

" The remainder of the 248 localities are core counties, where the core cities of each metro area are located.
™ See explanation of our methods in Appendix 2; full ranking in Table E, Appendix 3; and underlying data in the online Data
Appendix.
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(among 248 localities in our 25 Sun Belt—Mountain metros)

Table 3
The most pro-growth and most restrictive Sun Belt—-Mountain state localities

Most Pro-Growth

Actual Predicted

Most Restrictive

Actual

Predicted

Localities Score Growth Growth Localities Score Growth Growth
1 {Leander, TX 1.17 3.02 1.85 224|Fayette County, GA -0.11 0.48 0.59
2|Herriman, UT 0.91 2.52 1.61 225|Clay County, FL -0.12 0.50 0.62
3 |Eagle Mountain, UT 0.81 3.04 2.23 226|Adams County, CO -0.13 0.51 0.64
4|Queen Creek, AZ 0.72 2.63 1.91 227|Charleston, SC -0.13 0.76 0.89
5|Kyle, TX 0.70 2.27 1.57 228|Roswell, GA -0.13 0.29 0.42
6|Lehi, UT 0.67 2.10 1.42 229|Colorado Springs, CO -0.13 0.41 0.54
7[New Braunfels, TX 0.67 1.72 1.05 230|Flower Mound, TX -0.13 0.92 1.05
8[Meridian, ID 0.63 1.83 1.20 231|Glendale, AZ -0.15 0.29 0.44
9(Frisco, TX 0.62 2.12 1.50 232| Alpharetta, GA -0.16 0.44 0.60
10|Bentonville, AR 0.61 1.37 0.77 233|Salt Lake City, UT -0.16 0.43 0.59
11|Wake Forest, NC 0.59 1.70 1.11 234|Surprise, AZ -0.16 0.80 0.96
12|Buckeye, AZ 0.57 2.30 1.73 235|Centennial, CO -0.17 0.37 0.54
13|Little Elm, TX 0.56 1.79 1.23 236|Parker, CO -0.17 0.94 1.11
14|South Jordan, UT 0.56 1.98 1.42 237|Grapevine, TX -0.19 0.45 0.64
15| Apex, NC 0.53 1.90 1.37 238|Douglas County, CO -0.19 0.91 1.10
16| Georgetown, TX 0.48 1.99 1.51 239|Aurora, CO -0.20 0.36 0.56
17|San Marcos, TX 0.46 1.49 1.03 240|El Paso County, CO -0.21 0.52 0.73
18 Chambers County, TX 0.44 1.22 0.77 241|Casa Grande, AZ -0.22 0.66 0.88
19{Comal County, TX 0.43 1.56 1.13 242|Provo, UT -0.22 0.38 0.61
20|Mooresville, NC 0.43 1.27 0.84 243 |Jefferson County, CO -0.23 0.35 0.58
21|Forsyth County, GA 0.43 1.39 0.97 244|Maricopa County, AZ -0.26 0.47 0.73
22(Spring Hill, TN 0.43 1.71 1.28 245|Johns Creek, GA -0.28 0.37 0.65
23|Hays County, TX 0.42 1.85 1.42 246 Arapahoe County, CO -0.31 0.42 0.74
24 |Murfreesboro, TN 0.40 1.00 0.60 247|Scottsdale, AZ -0.40 0.40 0.79
25|Rockwall County, TX 0.39 1.43 1.04 248|Maricopa, AZ -0.52 0.24 0.76
Average, 25 Sun Belt-
Mountain Metros 0.12 0.33 0.21

o Metros with a wide range of suburban policy environments: Greater Atlanta includes very

pro-growth DeKalb and Forsyth counties but also suburban places that rank as relatively

restrictive, including Sandy Springs and Alpharetta in core Fulton County as well as Gwinnett and
Cobb counties. In the Phoenix metro area, inner suburbs like Glendale, Mesa, Scottsdale, and
Tempe rank close to the bottom of our ranking, while some further-out cities like Queen Creek
and Buckeye rank among America’s most pro-growth communities. The Salt Lake City and Provo
metros include high-ranking cities like Eagle Mountain, Lehi, and South Jordan but also several

suburbs that score as relatively restrictive.

e Metros where most suburbs have restrictive environments: Most suburban localities in the

Denver metro area rank well below average, in contrast to the city of Denver.

Lower-tier markets and policy changes over time: Some localities perform far better in the lower-tier
market than overall. These disproportionately include suburban cities in Texas (for instance: Georgetown,
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Flower Mound, Frisco, Sugar Land, and Wylie), Utah (Draper and South Jordan), and North Carolina
(Mooresville and Iredell County). Among core cities, Bentonville, Charleston, and midsized Florida cities
Fort Myers, North Port, and St. Petersburg stand out for having policy scores in the lower-tier market
significantly higher than their overall scores. Conversely, lower-tier scores are much worse than overall
scores for Boise, Las Vegas, and Phoenix.

As for localities whose policy score improved significantly from the 2010-2016 period to the 2017-2023
period, standouts include suburban Texas cities (Frisco, Leander, New Braunfels, Pflugerville, San
Marcos, and Wylie), North Carolina (Apex, Concord, Mooresville, and Wake Forest), and Utah (Eagle
Mountain and Lehi). The city of Denver has achieved the best improvement over the last decade of the
leading Sun Belt—Mountain state core cities. On the other hand, core cities as well as suburbs in the
Phoenix and Boise metro areas stand out for their deteriorating policy environment.”

What do pro-growth policies mean for home prices?

Outperformance of 10% on our policy score at the metro-area level is associated with home prices 7% to
11% lower than those of the average metro, as we noted in Section Il. For localities in the 25 Sun Belt—
Mountain metros, 10% outperformance translates to 8% to 12% lower prices, adjusted for local incomes.”

The latter conclusion is perhaps surprising, as some studies suggest that neighboring localities in the
same metro area should be close substitutes for one another. If city A builds a lot of homes but city B
doesn’t, this argument goes, people will readily choose A over B until the two cities have more or less the
same price levels.'27 Also, if city B implements restrictive policies in order to please existing residents, city
A may be more inclined to do so too as a competitive response to retain its own existing population.128

Our data suggests rather that different localities in a metro area each make their own choices, and these
choices make a large difference. Our findings are consistent with studies showing that more restrictive
cities in the San Francisco Bay area have prices as much as 17% higher than less restrictive ones,
adjusted for incomes. 29 Differences in minimum lot sizes across Boston area suburbs lead to price gaps
of more than 9%.130

Sun Belt—Mountain localities that are most overvalued relative to what our model predicts are mostly
places that score poorly or at best middle of the pack for their housing policies: the cities of Austin and
Nashville plus several midsized Florida cities (Cape Coral, Kissimmee, Sarasota, and St. Petersburg).
Localities that are less overvalued than average, meanwhile, are virtually all cities with better-than-
average policies: San Antonio, Bentonville, and several suburbs in Texas or North Carolina metros.™

What do pro-growth cities do differently?

Commit to growth: The most fundamental fact about the nation’s most growth friendly cities is that they
not only allow but embrace and plan for ongoing population growth.

* See underlying data in the online Data Appendix.
" These ranges reflect regression results using our main policy score and pricing data for 2010-23, our scores for lower-tier
markets, and our scores for the 2010-16 and 2017-23 periods. See regression results and underlying data in the online Data

Appendix.
" See underlying data in the online Data Appendix.
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This may seem a mundane observation. But the truth is that most local governments are indifferent or
hostile to population growth. The journalist Matthew Yglesias has reported on how the town of Poolesville,
Maryland — in the Washington, D.C., suburbs, close to Dulles Airport — rejected proposals for a new
bridge across the Potomac River because it would bring unwanted “development pressures,” as local
leaders put it.’31 Poolesville’s “not here” attitude is extremely common across the United States.

In the 1960s and 1970s, a popular theory held that the political cards are stacked in favor of growth, since
developers want new tenants and homebuyers, and political elites want new tax revenues.'32 Proponents
of this view could point to generally pro-growth policies in most U.S. cities at that time. But by the 1980s
and 1990s, this hypothesis was out of date. Residents, seeing little to gain from further growth and many
reasons to oppose development near their neighborhood, became adept at outmaneuvering developer
interests. City leaders interested in being reelected became more responsive to vocal antidevelopment
majorities and more concerned that the future maintenance costs of additional roads and sewer lines
would exceed the revenues arising from new development.133

Coastal California led the way in turning against growth. California, the fastest-growing state in the
country for the first two-thirds of the 20th century, was once well-known for pro-growth boosters like Pat
Brown, Governor from 1959 to 1967. But politics shifted dramatically after Brown’s time. Milestones
included the 1975 publication of a prominent book The Destruction of California'3* by Raymond F.
Dasmann calling for an end to housing expansion, the spread of growth moratorium policies in suburbs
across the state in the 1980s, and successful initiatives to block densification in the state’s largest cities in
subsequent decades.135

Today, cities with explicitly pro-growth leaders are the exception, not the rule. But the booming cities we
identify in this report have enthusiastically embraced growth, for many decades in most cases and
certainly since 2010:

e Atlanta, Dallas, and Houston stand out as “New South” cities that decisively put Confederate
nostalgia behind them in the 1960s and chose to focus on business and economic growth.
Atlanta famously adopted the motto “The City Too Busy to Hate.” Business groups in Dallas and
Houston — the Dallas Citizens Council and the Suite 8F Group, respectively — guided
policymaking with the aim of maximizing growth through the 1980s.136

Charlotte has been a growth-focused metro since its emergence as a national banking center in
the 1980s.” A prominent civic leader said in 2024, “Places either grow or die. Nothing stands still.
You're either becoming more relevant to the world or less relevant. Charlotte chooses more
relevant.... Instead of having our talent move to other cities, we want other cities’ talent moving
here.”137

e Charleston Mayor Joe Riley, who served for 40 years from 1975 to 2015, transformed his city
from one of the nation’s most backward-looking, change-resistant, anti-growth localities into one
of its fastest-growing core cities.138 Riley “knew that a city had to grow to survive,” his biographer
Brian Hicks writes.139

* North Carolina National Bank became NationsBank in 1992 after a series of acquisitions in Georgia, Florida, and Texas, then
became one of America’s four largest banks when it acquired Bank of America and adopted the Bank of America name in 1998.
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e The Phoenix metro area has relentlessly pursued growth at least since the era of banker and civic
booster Walter Bimson, known as “Mr. Arizona,” in the 1950s and 1960s.140 “Growth is an
orthodox faith in the Valley,” journalist George Packer writes in a prominent 2024 essay. 4!

e Texas Triangle suburbs like Anna, north of Dallas, are among the most growth-focused
communities in the United States. Anna has more than tripled its population since 2010 and plans
to double it again by 2030. Former mayor Nate Pike described Anna in 2024 as “a blank
canvas.... If you want to do a project in Anna, the answer is yes. We always start with a yes.”142

Allow medium-density development: The larger Sun Belt metros have allowed a great deal of what
American Enterprise Institute housing experts call “light-touch” density,” contrary to the metros’ outdated
reputation for low-density “sprawl.”143

Consider apartment construction. The Sun Belt—-Mountain metros built twice as many apartments per
capita as the 25 Northeast—Pacific Coast metros between 2010 and 2022. Apartments comprised one-
third of new housing units in the Sun Belt—-Mountain metros — a lower share than in the dense Northeast—
Pacific Coast metros, but much larger than the share in the other half of America’s 100 largest metros.

The cities of Atlanta, Charleston, Charlotte, Dallas, Fort Worth, Greenville, and Jacksonville each added
more than 10 times as many midrange apartments per capita as the 25 Northeast—Pacific Coast metros
as a whole. Sun Belt—Mountain suburbs lean more heavily toward single-family homes, but still built more
than twice as many midrange units per capita as the Northeast—Pacific Coast metros. Several Dallas-area
suburban cities — Frisco, Denton, Lewisville, and McKinney — added midrange apartments at more than
30 times the per-capita rate of the New York City, Los Angeles, or Chicago metros.144

Apartment construction in the Sun Belt—-Mountain metros, moreover, hasn’t resulted in fewer single-family
homes. If housing markets functioned well everywhere, each additional apartment would “crowd out” one
new single-family home, since it would reduce demand by one household. And a new apartment building
takes up scarce land. But if housing is in short supply in many metro areas, a metro area or city might be
able to outperform other places for both new apartments and new single-family houses — and attract that
many more people from more restrictive, expensive localities. Sun Belt metros and localities that have
added relatively large apartment supply since 2010 have also outperformed for single-family homes,
holding factors that influence demand constant, our data confirms.™

Some of the Sun Belt—-Mountain metros, meanwhile, stand out for allowing medium density in
neighborhoods zoned for single-family homes. Houston was the first large U.S. city to reduce minimum lot
size rules, which it did in areas near downtown in 1998 and citywide in 2013.™" Austin followed in 2024.
Median lot sizes in the states of Texas, Arizona, Colorado, Florida, and Utah are significantly smaller than
medians for Maryland, Massachusetts, New York, and Pennsylvania. While California has a lower median

* Light-touch density: Medium-density development patterns characterized by detached homes on relatively small lots, duplexes to
fourplexes, townhomes, and small apartment buildings, assisted by as-of-right zoning and light-touch regulation and permitting
(Tobias Peter, “Housing Abundance with Light-Touch Density” [American Enterprise Institute, March 15, 2024],
https://www.aei.org/research-products/report/housing-abundance-with-light-touch-density/).

** See regression results in online Data Appendix.

*** See further discussion of takeaways from Houston’s experience in Section IV.
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lot size than any of these states, the median in Texas is just 14% larger — refuting Texas’ reputation for
sprawl.”

Overall density, measured by population per square mile, is lower in the Sun Belt—Mountain metros than
in very high-density metros like New York, Boston, Los Angeles, and San Francisco. But most of the
largest Sun Belt metros — Atlanta, Charlotte, Dallas-Fort Worth, Houston, Orlando, Raleigh, and Tampa —
rank in the top third of America’s 100 largest metro areas for density.”

Many individual localities in the Sun Belt—-Mountain metros have populations per square mile similar to
those of some leading coastal cities. The cities of Denver and Las Vegas, for instance, are denser than
the cities of Philadelphia or Washington. Sun Belt localities that have density only slightly smaller than the
city of Washington include Atlanta, Dallas, and Houston — but also the Dallas-area suburbs of Allen,
Plano, and Richardson; Wake Forest in the Raleigh area; Murfreesboro in the Nashville area; and Sandy
and West Valley City in the Salt Lake City area.™

Allow affordable market-rate homes in diverse locations; supplement with subsidized units: Many
of the most pro-growth metros have been successful at adding new units that are relatively affordable for
lower-income families in diverse locations across their core and suburban cities. Getting this right is
important for expanding economic opportunity. But cities have often built new affordable homes primarily
in areas of concentrated poverty, far from thriving job centers.145

We’ve compiled first-of-its-kind data on the location of midrange and subsidized apartments within core
cities and larger suburbs in our 25 Sun Belt—-Mountain metros.” Both apartment categories play
significant roles in the opportunities available to low- to moderate-income families. On the one hand, most
low- to moderate-income families live in unsubsidized midrange homes, as we define them in this report.
On the other, income-restricted homes are typically the cheapest units on the market for low-income
households — though there are never enough of them.

Combining Yardi Matrix and U.S. Census data, we’ve identified demographic and economic
characteristics of neighborhoods where new and existing apartments are located within 19 core cities and

" Median lot sizes: Arizona (8,726 square feet), California (8,327), Colorado (10,019), Florida (10,019), Maryland (13,504),
Massachusetts (19,166), New York (11,067), Pennsylvania (13,504), Texas (9,540), Utah (10,890) (NeoMam Studios, “The Median
Lot Size in Every U.S. State in 2022,” Visual Capitalist, November 29, 2022, https://www.visualcapitalist.com/cp/the-median-lot-size-
in-every-american-state-2022/). Studies confirm that minimum lot sizes play a large role in constraining development in highly
restrictive localities. (See, for instance, Joseph Gyourko et al., “A New Measure of the Local Land Regulatory Environment for
housing markets: The Wharton Residential Land Use Regulatory Index,” Urban Studies 45, no. 3 (2008): 693-721.)

" Economist Jed Kolko of Indeed.com measured density by a more nuanced method in 2021, computing the population-weighted
average density of the Census tracts in large U.S. metros. He concluded that the Austin, Dallas—Fort Worth, and Houston metros
are denser than most other large metros on this measure, though significantly less dense than New York, Los Angeles, and San
Francisco. See William Fulton, “Texas Cities Are as Sprawling as Ever. But They’re Also More Dense” (Kinder Institute for Urban
Research, September 15, 2021).

" Each of these cities have populations per square mile greater than 80% of Washington’s level.

**** Our method: We calculate numbers of existing and new midrange and affordable apartments at the “submarket” level for 19
core cities and 18 suburban cities based on Yardi Matrix data; we match this data with demographic and economic characteristics of
each submarket built from Census tract-level data from the American Community Survey (U.S. Census); and we analyze the
relationships between submarket-level demographic and economic measures on the one hand and affordable housing measures on
the other. Our data allows us to develop data for 19 of the 34 core cities in the 25 Sun Belt—-Mountain metros. For suburban cities,
we develop data only for suburbs that have two or more submarkets in the Yardi data and for which we have adequate data. The
author thanks Zach Katz, Lily Kemp, and John Martin, students in an SMU-sponsored data science boot camp program in Summer
2024, for their great work building and analyzing this dataset. See summary data in Table E, Appendix 2; full explanation of our
methods in Appendix 2; and underlying data in the online Data Appendix.
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15 suburban communities. Based on Yardi’s data, we can break down the midrange and subsidized
apartment markets of Dallas into 26 submarkets, those of Fort Worth into 23 submarkets, and those of
Atlanta into 21 submarkets, for instance.

Our analysis points to several conclusions:

e Since 2010, the core cities of the Sun Belt-Mountain metros have generally added new midrange
apartments in locations that had higher-than-average income levels, faster-than-average
population growth, and lower-than-average Black and Hispanic population shares at the start of
this period. As of 2010, midrange apartments tended to be located disproportionately in lower-
income, slow-growing neighborhoods with larger Black and Hispanic population shares, but new
construction since 2010 is reversing this pattern.

¢ On the other hand, Sun Belt—Mountain core cities are still building subsidized, income-restricted
apartments in locations that were disproportionately lower-income, slow-growing, and Black or
Hispanic, and that had outsized concentrations of such units in 2010.

e More than half the suburbs for which we have data have built midrange units disproportionately in
locations that had higher-than-average income levels and smaller-than-average Black and
Hispanic population shares in 2010. The same pattern has prevailed with respect to subsidized
apartments in over a third of these cities.

Together, these trends indicate that new midrange units are mostly advancing the goal of income and
racial integration in these metro areas, while new subsidized units are holding it back. But new midrange
apartments outnumber new subsidized units in the average Sun Belt—-Mountain metro four to one, so the
net effect of recent development is to give low- and moderate-income people more opportunity to live in
higher-opportunity areas.”

Core cities that score relatively well for building new midrange apartments in high-opportunity locations
include Charleston, Dallas, Daytona Beach, Greenville, Raleigh, San Antonio, and Tampa. The Western
cities Boise, Las Vegas, and Salt Lake City as well as Charlotte, Fort Worth, Houston, and St. Petersburg,
by contrast, have leaned more toward building in lower-income locations.™

Allowing midrange apartments in demographically and economically diverse locations contributes to
affordability and opportunity in two ways. First, it gives the people who will live there better access to
thriving job centers. Second, opening up more locations means faster overall housing growth. More new
midrange apartments in suburban areas are associated with lower metro-area home prices, our data
shows. New subsidized units, which get built in much smaller numbers, don’t have the same effect.”™

New income-restricted homes have still contributed to the Sun Belt—Mountain metros’ affordability edge,
even if they are too concentrated in low-opportunity locations. These metros have added far more

* This analysis points to an inescapable tradeoff: Cities that build new midrange or affordable apartments disproportionately in
neighborhoods with higher educational attainment and income levels, faster population growth, and lower shares of Black and
Hispanic population advance the goal of income and racial integration, but at the cost of investing less in new apartments in
underinvested lower-income neighborhoods.

** See Table F, Appendix 3.

*** See correlation table in the online Data Appendix.
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subsidized units than the Northeast—Pacific Coast metros on a per capita basis.” They account for 27% of
all subsidized units built in the 250 largest metro areas since 2010. Cities that have built more than twice
as many units as the average metro include Atlanta, Austin, Charlotte, Dallas, Denver, Fort Worth,
Greenville, Jacksonville, Nashville, Salt Lake City, and San Antonio, plus more than a third of the
suburban cities for which we have data.

Just as apartments haven’t crowded out single-family homes in the Sun Belt—Mountain metros,
subsidized apartments haven’t crowded out market-rate apartments or houses, our data show.”

Why are some cities so much more pro-growth than others?

Our data points to seven factors that explain why policies are so much more growth friendly in some
places than others:

e General policy orientation: Metros with more market-oriented policies in other domains, as
measured by the SMU Bridwell Institute for Economic Freedom’s U.S. Metropolitan Area
Economic Freedom Index,146 tend to have more pro-growth housing and land-use policies.”™

e Density: Metros with high populations per square mile tend to have more restrictive housing and
land-use restrictions, stronger opposition to new development, and slower housing growth.147
Many people may enjoy the amenities that come with greater urban density up to a point, but find
additional density beyond this point unappealing. Very high density is also associated with more
congestion and longer commutes. Densely built-out places, moreover, may already have full
suites of urban amenities, so that residents might rationally judge that further densification will
increase infrastructure expenses without bringing them significant benefits in return.148

¢ Incomes and occupations of existing residents: Metros and localities with higher income
levels tend to have more restrictive policies. One possible reason: Incumbent residents and
policymakers often have a “fiscal motive” to oppose additional homes, particularly if new residents
are likely to be moderate- or low-income people who might add more to city expenses than they
bring in additional tax revenues. This fiscal motive may be strongest in wealthy cities where the
burden of additional expenses is most likely to fall on existing residents, not new ones. Wealthy
cities may also have more residents with the time and resources to lead organized opposition to
new development than other places. In addition, metros and cities with a high share of people

" The Sun Belt-Mountain metros added 0.00295 subsidized units per capita between 2010 and 2023, compared to 0.00208 per
capita in the Northeast—Pacific Coast metros (total units divided by 2010 population; population-weighted averages for each group).
™ This conclusion runs counter to earlier evidence from more supply-constrained metros, where new housing units funded through
the low income housing tax credit program have crowded out market-rate units at a rate of up to two-thirds of a market-rate unit for
each new subsidized unit. We speculate that this effect is weaker or nonexistent in metro areas with pro-growth policies, relatively
few geographic constraints on growth, and the ability to attract net domestic migration from other metros. For evidence of crowd-out,
see Michael Eriksen and Stuart Rosenthal, “Crowd Out, Stigma, and the Effect of Place-Based Subsidized Rental Housing,”
(Syracuse University Department of Economics, 2007), and Todd Sinai and Joel Waldfogel, “Do Low-Income Housing Subsidies
Increase the Occupied Stock?” Journal of Public Economics 89, no. 11/12 (2005): 2137-64; Stephen Malpezzi and Kerry Vandell,
“Does the Low-Income Housing Tax Credit Increase the Supply of Housing?” Journal of Housing Economics 11, no. 4 (2002): 360—
80, https://doi.org/10.1016/S1051-1377(02)00123-7; Michael D. Eriksen and Stuart S. Rosenthal, “Crowd Out Effects of Place-
Based Subsidized Rental Housing: New Evidence from the LIHTC Program,” Journal of Public Economics 94, no. 11-12 (2010):
953-66, https://doi.org/10.1016/j.jpubeco.2010.07.002.

" See regression results in the online Data Appendix. The author thanks the Bridwell Institute for Economic Freedom and Dr. Dean
Stansel, chief author of the index, for sharing underlying index data. The U.S. Metropolitan Area Economic Freedom Index
combines measures of government size, tax burdens, and labor market regulations rather than land-use restrictions, but is highly
predictive of land-use rules.
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working in what urbanist Richard Florida calls “creative” occupations tend to have more restrictive
policies, even controlling for income levels, our data shows. There may be cultural or political
inclinations that lead people in these fields to oppose new development more aggressively than
people in other occupations.49

o Natural amenities and beauty: People living in places with mountains, ocean views, and other
appealing natural features have particularly strong reasons to support restrictive policies, MIT
economist Albert Saiz points out. Moreover, restrictive rules in these cities have given rise to high
home prices over time, which fosters concentrations of high-wage employers and filters out lower-
income workers — and thus reinforces the effects of high incomes on policy.150

e Water, climate, and other physical constraints: Growing strain on water supply in the
Colorado River watershed has led to new policies in Arizona and other Southwestern states that
have significantly raised the cost of housing development and thus caused housing growth rates
to slow.'5! Sharp increases in property insurance rates have similarly raised the cost of insuring
homes in coastal areas with high hurricane risk. This has likely led to more restrictive policies in
Florida, where a state-owned insurance provider assumes much of this financial risk.152

e Factors influencing policies on subsidized homes in particular: Metros and cities with
especially severe affordability problems tend to build more subsidized homes, all else equal,
though they generally do not have a comparable tendency toward pro-growth policies for market-
rate housing.'53 Metros with strong social capital — the trust, civic engagement, and
connectedness among residents that make a community tick — also tend to build more subsidized
homes than other places.54

e Other idiosyncratic policies on subsidized housing: While the low income housing tax credit
(LIHTC) is a federal program, states set rules that influence the location and volume of subsidized
housing development. Texas, for instance, released an updated “Qualified Allocation Plan” in
2024 with a new points-based system to evaluate applications for 9% credits, which states award
on a competitive basis.'55 While intended to promote subsidized development in high-opportunity
areas, the policy has had the effect of significantly curtailing space on the state’s map where for-
profit developers can use the credits, reducing developer interest in Texas. (State policymakers
subsequently expanded the map, but LIHTC-funded developers say it remains extremely
restrictive.)

The City of Dallas similarly reacted to a lawsuit accusing city government of deploying LIHTC
funds in ways that reinforced geographic concentrations of poverty by adopting a strict policy
against building subsidized units in low-opportunity neighborhoods in 2018. Since virtually all
readily developable land was in such areas, the policy implicitly amounted to building almost no
new subsidized units at all. New production in the city fell 88% from the 2010-2016 period to the
2017-2023 period.”

* The legal case, Texas Department of Housing and Community Affairs v. The Inclusive Communities Project, went to the U.S.
Supreme Court, which decided in the city’s favor, ruling that cities have legitimate reasons to balance their interests in both racial
integration and revitalization of underinvested neighborhoods, which can be in conflict with each other (“Dallas, Texas: February 29
— March 4, 2016: A ULI Advisory Services Panel Report” [Urban Land Institute, 2016]).
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Most of our Sun Belt—Mountain metros enjoy unusually pro-growth housing environments because of a
general orientation toward market friendly policies; medium density; high enough incomes to be attractive
to people but not so high as to create insuperable opposition to growth; lower-than-average physical
hurdles; and in some cities, strong social capital (more on this in Section 1V).

Within our Sun Belt—Mountain metros, there is generally no significant difference between core and
suburban cities, holding other factors that influence policy constant.

Why haven’t Midwest metros grown faster?

This is an important question, because Midwestern metros account for fully 15% of the population in
America’s 100 largest metros, they mostly have lower-than-average density and ample room to expand,
and their weather disadvantage relative to the Sun Belt is narrowing because of climate change. But they
have seen slightly below-average housing growth since 2010. Their production rate between 2017 and
2022 was 30% lower than they need to keep up with projected population growth. Wealthy Northeast—
Pacific Coast metros have underbuilt because of highly restrictive policies, but how about medium-income
metros in the Midwest?

Counting 19 of the nation’s 100 largest metros as Midwestern, the region’s metros mostly have policy
environments near the national average. The main reason for slow housing growth in the Midwest is low
demand growth. These metros have produced as many homes as our demand model would predict, but
their demand growth has been less than half that of the average metro area.” One component of
addressing America’s housing crisis is to redirect housing demand from overheated, restrictive metros to
places with room to build and reasonably supportive policies. This means America needs places like the
major Midwest metros to increase economic opportunity and quality of life.

A secondary factor: Only a handful of metros in the region have policy environments significantly better
than average. Most have average or modestly below-average land-use policies, and average policies
have generally led to inadequate housing growth in America's cities.

What if the rest of America had pro-growth policies too?

Suppose all the nation’s 250 largest metros had policies that were as growth friendly as those in the 25
Sun Belt—-Mountain metros. One way to estimate the effect this would have had since 2010 is to assume
each metro had policies that would have generated growth 12 percentage points higher than predicted by
our demand model — equivalent to the advantage our Sun Belt—Mountain metros have enjoyed over the
250-metro average — provided that demand remained unchanged.”

But in this scenario, demand for housing in each metro would have been lower, since people’s
alternatives in other metros would have been more attractive than they were in actuality. Each metro’s
housing growth in equilibrium would have been higher (except metros whose policies were even more

" We define 19 of the nation’s 100 largest metros as Midwestern for purposes of this section: Akron, Ohio; Chicago; Cincinnati,
Ohio; Cleveland, Ohio; Columbus, Ohio; Dayton, Ohio; Detroit; Grand Rapids; Indianapolis; Kansas City, Missouri; Louisville,
Kentucky; Madison, Wisconsin; Milwaukee; Minneapolis—St. Paul; Omaha; Pittsburgh; St. Louis; Toledo, Ohio; and Wichita, Kansas.
Our demand model predicts 8% housing growth as we measure it for the average Midwestern metro, compared to 15% for the
nation’s 250 largest metros as a whole. Actual housing growth has been 7% (author’s calculations).

™ See full explanation of our counterfactual scenario analyses in Appendix 2.
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pro-growth than the Sun Belt-Metro average, where growth would have been lower than it actually was),
but by less than 12 percentage points. Making data-informed assumptions about the shapes of supply
and demand curves and doing a little algebra, we can arrive at estimates of how much larger national
housing growth would have been between 2010 and 2023 and how much lower home prices and rents
would be in this scenario.

We estimate that, if all metros had policies equivalent to the average Sun Belt—-Mountain metro, America’s
250 largest metros would have 5.6 million more homes today. Median home prices would be about
$115,000 lower, and rents would be $450 lower per month. Our composite price-to-income ratio for the
250 metros would stand at 3.2 times, rather than today’s level of 4.4 times income.

As a more conservative scenario, suppose only that all metros with worse policy environments than our
25 Sun Belt—Mountain metros had pursued policies that would have resulted in 12 percentage points
more growth than they actually realized, rather than 12 percentage points more than our demand model
predicts. This means that highly restrictive metros still would have performed poorly relative to demand,
but just not as poorly as they actually did. In this scenario, we assume that metros whose policies are
more pro-growth than the average Sun Belt—Mountain metro would have had the same policies, but they
would have produced fewer homes in equilibrium because better alternatives elsewhere would have
shifted their demand curves downward.

In this more cautious and perhaps realistic scenario, we estimate that America’s 250 largest metros would
have 3.0 million more homes today. Home prices would be about $70,000 lower, monthly rents would be
$260 lower, and the 250-metro price-to-income ratio would be at 3.7 In other words, homes would still be
overvalued relative to how they would be priced in well-functioning housing markets, but by only half as
much as today.
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IV. PRINCIPLES FOR BUILDING HIGH-OPPORTUNITY, AFFORDABLE CITIES:
LESSONS FROM THE SUN BELT AND ELSEWHERE

The experience of the nation’s most growth friendly cities — and other cities working to promote better
housing growth — points to eight principles for how to build relatively affordable opportunity-rich cities,
towns, and neighborhoods in 21st century America:

1) Expand.

2) Build more homes within existing cities.

3) Innovate.

4) The Jane Jacobs Principle: Geographically intricate diversity of activities and land uses.
5) Allow dynamic evolution in cities.

6) Get the urban basics right: Safety, schools, infrastructure, financial sustainability.

7) Focus on quality placemaking.

8) Subsidize housing — but in efficient and limited ways.

Our starting premise is that housing and economic opportunity are joined at the hip. America needs to
build more homes in places that already offer people better-than-average opportunities to live a
flourishing life or that have good prospects for becoming a place like that, for two reasons.

First, a reasonably well-located home is essential for accessing thriving job centers as well as amenities
that affluent Americans enjoy.

Second, private-sector capital and expertise must inevitably play a large role in addressing America’s
housing challenges, but private developers will only invest at scale in places where people who can afford
market-rate homes want to live. Metros with declining populations are unlikely to see significant increases
in private sector-led development, since new homes must compete with existing inventory. Creating
demand is as important as freeing up supply.

Building more homes in vibrant places necessarily means some combination of two things: allowing more
homes per square mile in places that are already thriving and creating new thriving places. A key
takeaway from growth friendly cities is that America needs both. The Houston area, for instance, shows
how to allow gentle densification in a core city and also create booming, relatively affordable communities
in places that were entirely rural two generations ago.

This report differs from many others in its comparatively light emphasis on the idea of squeezing much
greater density into already-dense places. One reason is that cities have tried to accomplish this goal
again and again, and they’ve repeatedly failed in the face of determined local opposition. More successful
cities and metro areas have worked around opposition rather than bulldozing it.

Recent history also suggests that it’s easier to build a thriving town or neighborhood when painting on a
blank canvas, on previously undeveloped land, than when trying to turn around distressed, left-behind
places. It also seems to be easier than liberalizing land-use rules in highly restrictive cities.

In addition, demographic realities provide an important backdrop to this discussion. America’s population
is likely to grow more slowly in coming decades than it ever has in the nation’s history, then peak out
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around the 2070s.15¢ While this shift will pose significant challenges, it also provides reasons for optimism
that America can address its housing problems with modest densification and outward expansion of
metropolitan areas.57

Another takeaway from recent history is that America has been successful at increasing opportunity in
many long-established places as well as building new opportunity-rich places, particularly in the Sun Belt
and Mountain states.

Consider two trends. First, worker productivity levels in the largest Sun Belt—-Mountain metro areas are
converging toward those in wealthy Northeast—Pacific Coast metros. One piece of evidence: Median
salary levels for software developers in the leading Sun Belt—Mountain metros are rapidly catching up
with those in the San Francisco Bay area, the leader on this measure. In an ADP study of how much
salaries grew in 24 large metros from 2018 to 2024, seven metros saw growth of over 28% — Salt Lake
City (35% growth), Orlando (35%), Dallas-Fort Worth (32%), Houston (31%), Detroit (30%), Miami (29%),
and Denver (28%) — while the median salary in the Bay Area rose 17%."

Second, the leading Sun Belt metros have mostly outperformed other large metros for improving upward
mobility in recent decades, based on a measure of upward mobility developed by Harvard University
economist Raj Chetty and colleagues.58 In a 2024 study of the nation’s 50 largest commuting zones
(similar to metro areas), nine of the 16 included areas from our Sun Belt—Mountain group rank in the top
third for improving upward mobility: Austin (second ranked), Charlotte (third), Nashville (fourth), Dallas
(seventh), San Antonio (eighth), Houston (11th), Raleigh (14th), Denver (16th), and Fort Worth (17th).
Other than 10th-ranked San Jose and 15th-ranked Seattle, the leading Northeast—Pacific Coast metros
score either in the middle third (New York City, Boston, and San Francisco) or the bottom third (Los
Angeles; San Diego; Sacramento; Washington; Baltimore; Philadelphia; Newark, New Jersey; and
Providence, Rhode Island).”

The Sun Belt metros have also succeeded in creating opportunity-rich localities from scratch in recent
decades, like Frisco, Texas, which has grown by 36 times since 1990 to its 2024 population of 232,000.159
And they’ve seen several successes in transforming formerly distressed core-city areas, like Atlanta’s
Villages at East Lake.169 The nonprofit organization Purpose Built Communities guided the redevelopment
of East Lake into a relatively safe, thriving mixed-income neighborhood with celebrated schools and
robust support services for low-income residents.

* The median salary for software developers in the seven Sun Belt-Mountain metros in the ADP study stood at roughly 80% of the
San Francisco Bay Area level in 2024, up from 71% in 2018 (unweighted averages of median salary levels for the Atlanta, Dallas—
Fort Worth, Denver, Houston, Orlando, Raleigh, and Salt Lake City metros). By comparison, the median for the New York,
Philadelphia, Seattle, and Washington metros also stood at 80% of the San Francisco level in 2024, up from 78% in 2018,
calculated the same way. See Jeff Nezaj, “The Rise—and Fall—of the Software Developer,” ADP Research, June 17, 2024,
https://www.adpresearch.com/the-rise-and-fall-of-the-software-developer/.

** Chetty’s Opportunity Insights group measures the adult incomes of people who grew up in families at the bottom quartile of the
income distribution in each commuting zone (CZ), wherever they live in adulthood. They evaluate changes over time in CZ upward
mobility by comparing adult incomes of cohorts born in 1992 to those of cohorts born in 1978. The 1978 cohort generally had worse-
than-average upward mobility in the Sun Belt CZs, but the gap between Sun Belt and Northeast—Pacific Coast CZs narrowed for the
1992 cohort. Among the Sun Belt-Mountain state CZs, Brownsville-Harlingen ranked first for improvement, Salt Lake City 27th,
Atlanta 29th, Jacksonville 34th, Orlando 36th, Phoenix 40th, and Tampa 46th. Strong performers outside the Sun Belt states include
Grand Rapids (fifth), Indianapolis (sixth), Kansas City (12th), and Columbus (13th) (Opportunity Insights, “The Opportunity Atlas,”
https://www.opportunityatlas.org/).
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This record of transformation runs counter to a prevailing narrative that takes the existing geographic
alignment of higher and lower-opportunity places as fixed and focuses on moving people into places that
have ranked above average for opportunity in the past.1é

Principle One: Expand
The case for expanding America’s booming metro areas

America can best address its housing supply challenges by building millions of homes of all kinds in
places where it’s most feasible to do so. This means expanding outward.

Sun Belt and Mountain state metros with pro-growth policies show the way. Our 25 Sun Belt—-Mountain
metros, which account for 41% of single-family homes and 35% of apartments built in the 250 largest
metros since 2010, have outperformed by expanding their geographic footprint. Fully 77% of new housing
units and 88% of single-family homes built in these metros since 2010 are outside core cities. And this
growth has overwhelmingly taken place on previously undeveloped land rather than through densification
of built-up suburban areas.

The Sun Belt—-Mountain metro experience offers a straightforward takeaway: It's much easier to build new
homes at scale on the expanding outer edge of booming metropolitan areas than to overcome
entrenched resistance to higher density in core urban neighborhoods.

The main reason why we put this principle first is the scale of the problem. America needs to go very big
to address its need for more homes over the next 25 years. The nation’s 250 largest metros will need to
add an additional 28 million homes by 2050, we estimate — 22 million to keep up with projected population
growth and another 6 million to make up for underproduction between 2008 and 2023.

If all metros were to build in line with their 2017-2023 pace, the 250 largest metros would add at most 17
million units — at least 11 million below what’s needed.” America needs to build new homes at an annual
rate roughly 40% to 60% higher than its 2017-2023 pace, our projections imply.™

It is unlikely that the nation’s largest core cities and inner-ring suburbs will increase housing density,
measured by the number of units per square mile, more than a modest amount in coming decades, we
believe. Our reasons for this prediction:

* We project that total population in the 250 largest metros will increase by 43 million from 2022 to 2050, growing to 314 million
(84.0% of America’s projected population of about 373 million) from 217 million (81.3% of total population) in 2022. Our simple
projection further suggests that 77 metros will see population shrinkage collectively amounting to 11 million, while the other 173
metros will grow by 54 million. The growing metros will need an additional 22 million housing units, while declining demand in
shrinking metros will not offset this demand. Our projection that the 250 metros need 6 million further units to make up for the hole in
supply created between 2008 and 2023 represents the low end of our estimated construction shortfall, which we summarize in
Section Il and explain in full in Appendix 2.

" The specific projection depends on our assumption regarding how many newly built units would simply replace older units. We
assume that 1% of the housing stock in the largest 250 metros would be demolished each year.

" We add replacement demand of 26 million to 35 million units between 2025 and 2050 to our projected demand for 22 additional
units and divide by 25 years to arrive at annual rates. Our assumptions regarding replacement rates are based on useful lives
between 75 and 100 years. These assumptions imply that America needs to build 2.2 million to 2.5 million new housing units per
year, compared with the 2017-23 pace of 1.5 million per year (and the 2010-16 pace of just over 900,000 per year).
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e Populations per square mile have been declining in built-up urban areas across the United States
and elsewhere for more than a century, New York University urban planning scholar Shlomo
Angel and colleagues have shown. As people have become wealthier, they’ve demanded more
spacious homes.62 Declines have been especially steep in places that were extremely dense in
the early 20th century like Manhattan. This trend could reverse, but it seems unlikely — unless
housing becomes so expensive that people come to tolerate much less space.

o Newer metropolitan areas tend to be less dense than older ones.” Development patterns have
evolved toward falling density. Fully built-out inner-ring suburbs in our Sun Belt—Mountain metros
have about the same density as neighboring core cities, so this trend may have come to an end,
but there’s no indication it’s reversed.

e Core cities and inner-ring suburbs mostly don’t have much open space in which to pursue infill
development. Eric Kronberg, an Atlanta developer and architect, concluded from a close study of
his city that it cannot realistically reach its housing goals by building on currently open land, even
if builds only high-rise apartment buildings. “You literally can’t get there from here. There are only
so many towers ... we can build,” he said.'¢® Using satellite photography from Google Earth, we
believe that open, developable space amounts to at most 10% of total land mass in the average
Sun Belt—Mountain core city or inner-ring suburb.”

e Intense political resistance has stymied initiatives to increase density more or less wherever local
governments have attempted them. Policies have become more restrictive since 2010, on

average.”™ If a city’s current plan is to keep on holding meetings and trying to convince opponents
to accept significant densification, we suggest: What it’s doing isn’t working.

When individual cities become sufficiently expensive relative to incomes, moreover, forces
favoring still-more-restrictive land-use policies seem to become more powerful, creating a self-
reinforcing cycle. Metros in the United States and elsewhere that reach extremely high price-to-
income ratios virtually never reverse policies enough to drive prices back down, demographer
Wendell Cox has observed.¢4 Recent history argues against expecting dramatic increases in
housing supply in the nation’s most restrictive metros.

A 5% increase in density — which we think is a reasonable estimate of what might be possible — would
add about 1 million homes in America’s 50 largest core cities. A similar increase in the inner-ring suburbs
of these cities plus smaller core cities and their inner suburbs would add about another 3 million, based
on loose definitions of inner-ring.

" The age of large U.S. metros, proxied by the number of years since each metro’s core city reached a population of 100,000, the
number of years since it reached 250,000, and the number of years since it reached 500,000 (if it has done so) are highly predictive
of 2022 density, holding other relevant factors like overall population and income levels constant (author’s calculations based on
American Community Survey, 2022 five-year estimates, and decennial census data from the U.S. Census).

™ See explanation of our method in Appendix 2 and underlying data in the online Data Appendix.

*** Section Il cites studies by economists Albert Saiz of MIT and Edward Glaeser of Harvard that reach this conclusion as well as
evidence from numerous studies showing that policies have generally grown more restrictive.
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Is sufficient expansion possible? We believe so. Suppose all core cities and inner-ring suburbs in the
250 largest metros collectively add 4 million homes between 2025 and 2050. America would need a
further 24 million homes by 2050. The following scenario” plausibly delivers them:

e Our 25 large Sun Belt—-Mountain metros add a net 11 million homes in outer-ring areas or beyond
the counties currently considered part of the metro areas by 2050. Total population in these
metros would rise 45%, consistent with recent trends as well as with official growth projections by
state demographers.”™ The built-up physical footprint of the average metro area would expand
about 16%. Roughly 44% of residents would live outside today’s core cities and inner-ring
suburbs, up from 22% at present. This expansion is physically feasible, since open, developable
space makes up 40% to 70% of total land mass in the 25 metros as currently defined, and some
of the metros are starting to expand into counties not yet included within official metro-area
boundaries.

e Our 25 large Northeast—Pacific Coast metros add a net 2 million homes in outer areas beyond
core cities and inner-ring suburbs. We assume these metros would expand relatively little, thanks
to both tougher physical constraints than the Sun Belt—Mountain metros (like oceans) and
exceptionally strict land-use rules in suburban areas, which we judge are unlikely to change
dramatically. Total population would rise 11%, better than the near-zero growth trend of the past
six years. These metros would see very little outward expansion of their built-up footprint.

e The other 200 of America’s 250 largest metros add a net 11 million homes in outer areas. Total
population would grow 24% by 2050, double the pace these metros have seen since 2017. The
total physical footprint of the 200 metros would rise about 9%. Almost a third of total population
would live outside today’s core cities and inner-ring suburbs, far higher than today. Our
projections for these metros — many of which are in currently slow-growing Midwestern states —
are likely the boldest we offer in this thought experiment.

e The total footprint of metropolitan areas would grow by about 10%. America could absorb this
expansion without meaningful reduction in food-growing lands — and without touching protected
areas in any way — since metro areas as a whole take up only 3% of the nation’s land mass.™

" See full explanation of our calculations in Appendix 2 and underlying data in the online Data Appendix.

™ Our simple projections, based on “straight-lining out” from 2017-23 trends, point to aggregate population growth of 45% in our 25
Sun Belt-Mountain metros. For official state demographer projections, see, for instance, “Texas Population Projections Program:
Vintage 2022 Projections,” Texas Demographic Center, 2022, https://tnsdc.utk.edu/2022/03/09/tennessee-could-add-nearly-1-
million-new-residents-by-2040.

https://demographics.texas.gov/Projections/2022/; “Tennessee Could Add Nearly 1 Million New Residents by 2040,” Tennessee
State Data Center, March 9, 2022, https://tnsdc.utk.edu/2022/03/09/tennessee-could-add-nearly-1-million-new-residents-by-2040/;
“Metro Atlanta’s population to reach 7.9 million by 2050,” Georgia Public Policy Foundation, February 21, 2024,
https://www.georgiapolicy.org/news/metro-atlantas-population-to-reach-7-9-million-by-20250/; “Projections of Florida Population by
County, 2025-2045, with Estimate for 2020,” Florida Economic and Demographic Research, Florida Population Studies 54, no. 189
(April 2021), http://edr.state.fl.us/content/population-demographics/data/MediumProjections 2020.pdf; Michael Cline, “NC to
Become 7t Most Populated State in Early 2030s,” North Carolina Office of State Budget and Management, January 23, 2024,
https://www.osbm.nc.gov/blog/2024/01/23/nc-become-7th-most-populated-state-early-2030s; “Population Projections, 2010-2035,”
South Carolina Revenue and Fiscal Affairs Office, https://rfa.sc.gov/data-research/population-demographics/census-state-data-
center/population-data/population-projections-2000-2035-rev2019.

- They take up just under 4% of America’s land mass not counting Alaska, most of which will almost surely never be developed or
turned to agriculture.
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These projections illustrate the scale of the challenge. If one assumes, optimistically, that existing core
cities and inner-ring suburbs can increase density by 10% rather than 5%, then America would still need
20 million additional homes — rather than 24 million — in what are currently considered outlying areas.

An important note: Increasing the pace of home production by some 50% over the next 25 years will only
be possible if the nation significantly expands its construction trades workforce. Absent this expansion,
labor shortages would preclude growth at the magnitude we envision.

Our thought experiment assumes that metros in the “other” category, particularly midsized Midwestern
ones, will be able to expand home production to a much greater extent than the largest Northeast—Pacific
Coast metros. We base this assumption on two factors. First, they are generally less constrained by
physical geography and have much more open land to build on. Second, they already have more growth
friendly policies, on the whole. Indianapolis, Grand Rapids, and Des Moines rank in the top quarter of the
100 largest metros for pro-growth policies. Several more score above average, including Chicago,
Columbus, Detroit, Madison, and Omaha.

Expansion into currently undeveloped land will almost certainly account for the lion’s share of the nation’s
net new housing between now and 2050. The key question is how to do it smartly, in ways that will
maximize economic opportunity and affordable quality of life for as many Americans as possible. (More
on this question in this and the next section of the report.)

Figure 6 illustrates the physical expansion our projections require for the average metro area. A 10%
expansion in physical area is relatively modest, as the illustration shows.
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Figure 6
How much do metro areas need to grow?
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Which is more desirable: 10% expansion or large increases in core city densities? Leaving aside
whether dramatic densification is politically feasible for the moment, what mix of these two strategies
should Americans prefer?

A prominent urban consultant recently called the Sun Belt-Mountain metro boom a “mirage” that will soon
end, since the expansion of these metros will run into “limits of geography,” and “you can only sprawl so
much.”165 America has been building homes “in the wrong places” when it builds in “low-density” suburbs,
a Brookings Institution author adds.16¢ Some urbanists call for policies to encourage or even force
significant density increases in core cities, through policies like restricting public-sector infrastructure
investment to already built-up areas or imposing targeted taxes on greenfield suburban development.167

Portland, Oregon, has led the nation in implementing policies along these lines. Portland’s initiatives
include required minimum densities in many neighborhoods, maximum allowed parking spots in new
buildings, and an “urban growth boundary” to block suburban expansion. Seattle and San Francisco have
also tightened parking maximums to encourage much denser development.168 At least 15 states — mostly
in the Northeast or on the Pacific Coast — have “growth-management” laws aimed at blocking outward
expansion of their metropolitan areas.”

Critics of suburban expansion generally make six arguments against the Sun Belt growth model: first, that
it consigns people to “distant,” low-opportunity places; second, that it undermines agglomeration
economies that work best in very dense locations; third, that it leaves lower-income people behind in

* California, Colorado, Connecticut, Delaware, Florida, Hawaii, Maine, Maryland, Massachusetts, New Hampshire, New Jersey,
Oregon, Rhode Island, Vermont, and Washington (Randal O'Toole, “The New Feudalism: Why States Must Repeal Growth-
Management Laws,” Policy Analysis No. 802 [Cato Institute, October 18, 2016], https://www.cato.org/policy-analysis/new-feudalism-
why-states-must-repeal-growth-management-laws).
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struggling urban cores; fourth, that it’s physically unsustainable because of geographic constraints; fifth,
that it is harmful to the environment because it gives rise to large homes and long commutes; and sixth,
that it’s “reactionary” or simply “wrong” for people to live in suburban single-family homes.169

None of these arguments stands up to scrutiny.

o Distant and low opportunity? Exurban residents are often distant from traditional downtowns,
it’s true, but not from the booming suburban job centers and alternative downtowns that are
arising in the Sun Belt—-Mountain metros.

We've calculated the ratio of daytime working adults to nighttime working residents — a measure
of the extent to which localities host diverse job centers — for the 139 cities in our Sun Belt—
Mountain metro dataset. More than half the suburban cities for which we have data have daytime-
nighttime ratios above 0.9, meaning they’ve become significant destinations for commuters.
Some — like Alpharetta, Georgia; Franklin, Tennessee; Plano, Texas; and Scottsdale, Arizona, —
are major business centers with substantial urban amenities and far more jobs than working
residents. Walkable mixed-use developments have become ubiquitous in most of these cities.
The suburbs in our dataset have increased their daytime-nighttime ratios dramatically since 2010
— which means that jobs in these cities have grown even faster than booming resident
populations. Core cities in our Sun Belt-Mountain metros have daytime-nighttime ratios above
1.0, but they’re falling in most core cities as jobs move out.”

Cities that have increased their daytime-nighttime ratio since 2010 have higher incomes than
other cities, controlling for education levels and housing policies, our data shows. People in both
inner- and outer-ring suburbs in the Sun Belt—-Mountain metros, moreover, have higher earnings
than people of the same educational level in the core cities of these areas, as well as less
expensive homes.170

¢ Undermining the benefits of density? While density promotes innovation and productivity up to
a point — this is why cities exist — it doesn’t follow that very dense places are more innovative or
productive than medium-density urban environments. Very dense localities tend to be harder to
navigate, as evidenced by longer commuting times. If high density is accompanied by
astronomical commercial real estate prices, as it typically is, it fosters industry monoculture rather
than diversity — weakening a key engine of urban innovation.”

Our data suggests, further, that high productivity in urban places leads to density, rather than the
other way around. The age of metro areas — which is the best predictor of population per square
mile we can find — isn’t predictive of metro-area income levels.” On the other hand, the share of

" A bedroom suburb like Little Elm, Texas, typically has a daytime—nighttime ratio below 0.5. See daytime—nighttime ratios for all
Sun Belt—-Mountain municipalities in our dataset in Table G, Appendix 3.

** Consider the San Francisco Bay Area as an example: Very high density and high commercial rents mean very few firms besides
well-financed tech companies can afford to do business there, so the area’s economy is highly concentrated in industry terms.
Richard Florida agrees that “too much density” can “deaden neighborhoods” (The New Urban Crisis: How Our Cities Are Increasing
Inequality, Deepening Segregation, and Failing the Middle Class — and What We Can Do About It [Basic Books, 2018], 28).

™ As proxies for metro-area age, we’ve calculated for each of the 100 largest metros the number of years since the metro’s oldest
core city reached populations of 100,000, 250,000, and 500,000, based on decennial Census data.
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workers employed in business, scientific, professional, or financial industries, which is closely
correlated with metro-area income levels, predicts density fairly well.171

e Leaving low-income people behind? Skeptics often criticize outlying suburbs for not building
enough subsidized apartments. In our Sun Belt—-Mountain metros, the average outer-ring suburb
as we define it added half as many subsidized, income-restricted apartments per capita as the
average core city between 2010 and 2023. But it also built midrange market-rate apartments at a
rate slightly larger than that of the average core city — and six times larger than the average core
city’s construction rate for subsidized units. Outer-ring suburbs built three times as many single-
family homes per capita as core cities from 2010 to 2021.

Sun Belt—Mountain metro exurbs have substantial populations of people living below the poverty
line. In the average outer-ring suburb, 28% of households headed by a female householder with
children have incomes below the poverty line — just below the average core city’s level of 32% of
households. Over 27% of families living in the outer-ring suburbs have incomes between $35,000
and $75,000, compared with 29% in the core cities. But lower-income people in these
communities mostly have the benefit of booming job markets and highly rated schools for their
children. They also spend less on housing. Renters at the 80th percentile for housing cost
burdens, renters with household income below $35,000, and renters below 24 years old all pay
smaller shares of their income for rent in the outer-ring suburbs than their core-city
counterparts.172

e Hitting physical limits? This argument isn’t true of the fast-growing metros of Texas, Arkansas,
Tennessee, Georgia, or the Carolinas, as any visitor to their booming outskirts can attest. It's
truer of smaller Florida metros, in some cases. In arid Southwestern metros, water scarcity will
impose significant limits absent new policies. But inefficient agricultural activities use 70% or
more of water supplies in Southwestern states, generally at deeply subsidized rates.7® Policies to
introduce better-functioning market mechanisms in water markets would free up substantial water
for further suburban development, albeit at a price.174

It has long been fashionable to accuse major cities of growing too large. Greater London, for
instance, frequently faced this criticism during the 19th and early 20th centuries — when its built-
up area was less than a quarter its present size.175 It then quadrupled in size, and it continues to
function reasonably well today.

e Environmentally harmful? Newly built homes in suburban cities aren’t much larger than those in
core cities.” Workers in outer-ring suburbs in our Sun Belt—-Mountain metros have longer
commutes than their core-city counterparts when they travel to work — 30.1 minutes on average in
2022 compared with 25.2 minutes in 2010 — but more remote working means that total miles
driven per capita in the United States has fallen about 4% since 2007 and 3% since the eve of the
pandemic in December 2019.176 Electric vehicles powered by renewable electricity generation will
make modern American lifestyles, both urban and suburban, more sustainable in the longer term.

" The average newly built housing unit in core U.S. cities has 767 per square feet, just 4% below the average newly built unit in U.S.
suburbs (Florida, New Urban Crisis, 67).
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¢ Reactionary and wrong? These claims are hard to evaluate without more context. One
counterargument: Suburbs in our Sun Belt metros are less racially segregated than core cities in
the same metros. They’re also more likely to locate new subsidized as well as midrange market-
rate apartments in higher-income, White-majority neighborhoods. 77

In some cases, critiques of suburban expansion are rooted more in ideology than economics. The
English blogger Simon Cooke, in a post titled “Why | Stopped Being a YIMBY” (“yes-in-my-
backyard”), argues that many YIMBY proponents of urban densification “don’t want to allow the
building of homes according to what people want but rather according to their grandiose vision of
future urbanism.... The new urbanism stopped being about how you dropped housing prices and
reduced rents by building houses and began to embrace elements of trendy urbanism.”178 These
elements, Cooke believes, include an “obsession” with densification and public transit, an
ideologically charged rejection of suburban development, and an “illiberal” determination to
impose the movement’s vision on society.

But efforts to build at very high density generally don’t translate to improved affordability. One reason is
that apartment towers with steel frames are very expensive to build and don’t work financially unless they
consist primarily of luxury apartments.179

High-density metros and localities also tend to impose more restrictive land-use policies. As a result, they
experience higher prices, greater segregation, and more severe displacement of lower-income
residents. 180

An American success story: The outward expansion of thriving metropolitan areas and the creation of
new ones have been powerful engines of economic growth and opportunity throughout America’s history.
Having more land than most other countries do to accommodate this expansion is an underappreciated
competitive advantage for the United States.

Successful cities must physically expand, urbanist Jane Jacobs wrote in The Death and Life of Great
American Cities, her 1961 classic that is still widely considered the most important book on cities written
by an American.18! More intensive land uses constantly replace older uses in successful cities, she
observed. Innovation and growing specialization ensure some activities are always migrating outward.!82

Human settlements have always spread out as far around job centers as the technology of the day would
allow. Cities like London, Amsterdam, New York, and Pittsburgh had thriving suburbs as early as the
1830s. In America, growth in suburban areas has far outpaced that of core cities continuously since the
emergence of mass automobile ownership in the 1920s.183

Open space and suburbanization have made U.S. cities into leading examples of what economists call
the “polycentric metropolis,” with many job centers and alternative downtowns.'8 Outward expansion has
provided a pressure valve that has kept urban housing less expensive than in more densely populated
countries — though America’s affordability edge has been eroding in the 21st century. Metros
unconstrained by growth-management laws mostly have much lower home prices than those that
constrain this vital mechanism for preserving affordability.185

More profoundly, suburban expansion and new city creation have served as forces for renewal in the U.S.
economy. They have long allowed people and businesses to vote with their feet and leave behind cities
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that have grown corrupt, sclerotic, or dedicated to the interests of incumbent interests over innovative
upstarts and newcomers.” American economic dynamism has always depended on the fact that, when
older cities have experienced decline, there have been newer ones coming up to take their place.

Looking ahead, technological change will likely drive greater outward expansion of thriving metro areas
by reducing the “cost of distance,” Bain Consulting predicts in a 2017 report. Drones will slash the costs
of delivering goods, automation will enable retail and restaurant firms to operate in more far-flung
locations, and remote and hybrid work will allow more dispersed working patterns.186

For individual cities and metros, successful outward expansion requires creating more quality places
where people and businesses will want to be, permitting medium density and diverse housing types, and
simply allowing these long-term trends to unfold.

For America as a whole to build the homes it needs, it won’t be enough just for the most pro-growth Sun
Belt metros to keep expanding at their current pace. Places that haven’t ranked high for economic
opportunity or housing demand in recent decades — particularly in the Midwest — will need to commit
themselves to much faster growth. This means investing in transportation and water infrastructure to
support outward expansion, becoming business friendly, building ecosystems of innovation and
entrepreneurship, strengthening quality-of-life amenities, and adopting pro-growth land-use policies like
those in the Sun Belt metros.

New cities

In addition to suburban expansion, inventive Americans are pursuing two more ways of expanding the
physical footprint of metropolitan America and building relatively affordable, opportunity rich cities.

One strategy is to establish entirely new cities in locations not directly adjacent to existing metropolitan
areas. An initiative that’s received considerable attention is “California Forever,” a plan led by
entrepreneur Jan Sramek and funded by Silicon Valley venture capitalists to build a new master-planned,
walkable community in Solano County, between San Francisco and Sacramento.'8” California Forever’s
organizers — including a former head of the San Francisco Bay Area Planning and Urban Research
Association — say they’ve turned to the initiative out of frustration with the restrictive and inflexible rules
governing development in existing Northern California cities.88

Another aspiring “new city” is Bellemont, Arizona, a master-planned community with heavy outdoor
recreation focus northwest of Flagstaff, Arizona — with Bill Gates as a prominent investor.189

Building a fully functioning city from scratch — and not just a retirement and second-home community or a
remote bedroom suburb — is a difficult undertaking, since any new community will initially lack the rich
diversity of mutually reinforcing activities that have grown up over decades or centuries in established
cities.190 But entrepreneurs are pursuing similar endeavors around the world. In South Korea, a public-
private partnership established the city of Songdo in 2015 on land partly reclaimed from the ocean on the

* We must also acknowledge the downside: Suburban expansion has at times in the nation’s history given White Americans tools to
reinforce racial segregation, including “White flight” from core cities in the early decades after the Civil Right Act (1964) and Fair
Housing Act (1968).

- Going to rural areas is no panacea, however. Existing residents in Solano County are working hard to block Sramek’s plan for
California Forever.
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country’s west coast, an hour from downtown Seoul.'® Songdo, built on the premise that South Korea
had to go beyond the Seoul metro’s existing boundaries to find sufficient land for “smart” cities at large
scale, already has a population of 210,000.192 Indonesia started building a new capital city, Nusantara,
from scratch in 2022.

Liminal cities

The other way the footprint of metropolitan America is growing beyond current metro-area boundaries is
through the improving fortunes of what we call “liminal cities”: small semiurban areas physically located
between large metros and rural America.

We've identified 288 micropolitan areas,” as the federal government defines them, that we characterize as
liminal cities because they meet three criteria:

e They have population under 100,000.

e They are within 100 miles of one of America’s 60 largest metros.”

e At least 5% of the working population commutes at least some of the time to one of the 60 largest
metros, demonstrating that it's manageable to do so.

Our 288 liminal cities are home to about 15 million people. We’ve also identified a “control” group of 247
micropolitan areas, with 11 million residents, that satisfy the first criterion but don’t quality as liminal cities
because they fail to satisfy at least one of the other two.

Until recently, our liminal cities typically lost population over time to larger metro areas nearby. One
indicator: Our liminal cities experienced considerably less home price appreciation from 1990 to 2010
than either the 60 largest metros or the 247 further-out, nonliminal micro areas.

But economic opportunities have taken a turn for the better for people living in America’s liminal cities.
They are benefiting from three tectonic shifts in the economy:

e Hybrid work allows people to live relatively far from workplaces and commute less than five days
a week.™

e Broadband connections are rapidly improving.

Kkk

" The federal Office of Management and the Budget (OMB) defines a metropolitan area as a set of one or more contiguous counties
with one or more central cities of at least 50,000 and total population over 100,000, and with a minimum exchange of daily
commuters between the core county or counties and each included suburban county: For each suburban county, either at least 25%
of workers living in the suburban county commute to one of the neighboring core cities, or at least 15% of workers in the suburban
county commute to a neighboring core city and at least 15% of people working in the suburban county commute from another
county in the metro area. OMB defines micropolitan areas similarly, but with smaller minimum sizes for core municipalities.
Micropolitan areas have populations between 10,000 and 100,000. In our group, 104 of the 288 liminal cities (36%) are in Sun Belt—
Mountain states between North Carolina and Nevada. As an example, 19 micro areas qualify as liminal cities because they are
within commuting range of the Dallas—Fort Worth metro. The author thanks Elliott Abel, David Brock, and Jacob Britt for their
thorough work building and analyzing this dataset.

** Distance measured from centroid of the micro area to centroid of the nearest large metropolitan area.

" The share of workers who work remotely at least some of the time has increased considerably more in the liminal cities than in
their nonliminal micro counterparts (author’s analysis of American Community Survey data).

stk

Population-weighted average download speeds reached two-thirds the average speed seen in the 60 largest metros in 2021 —
130 megabytes per second compared with 196 MB per second — up from 61% of the large-metro level in 2019.

66


https://www.newsweek.com/indonesia-independence-day-nusantara-construction-new-capital-jakarta-1939054
https://clintonwhitehouse4.archives.gov/OMB/fedreg/msa.html

e New exurban job centers in large metros are often much more reachable from liminal cities than
traditional downtowns, so commutes can be shorter than they would have been in the past.

Thanks to improving work opportunities, incomes have grown faster in our liminal cities than in the 60
largest metros.” The liminal cities’ edge in income growth for people who work remotely at least part of the
time is especially pronounced. Incomes are still modestly lower than in the largest metros, but home
prices are 59% less expensive.” After adjusting for lower living costs, real incomes have essentially
caught up with those of the largest metros. Consequently, the liminal cities as a group have seen net in-
migration from elsewhere in the United States since 2017, while the largest metros and the nonliminal
micro areas have each collectively experienced net out-migration.” 193

Future declines in the cost of distance and a vast edge in home prices are likely to increase the appeal of
liminal cities further in coming years — especially for people who want large-city career opportunities but
also appreciate small-town charm. Growth in liminal cities represents an additional way for America to
address its housing problem by expanding the reach of its booming metro areas outward.

Principle Two: Build more homes within existing cities
Liberalizing land-use rules: Necessary but not sufficient

American cities everywhere need to liberalize overrestrictive land-use rules to unleash much higher rates
of new homebuilding.

This is how developers can reimagine currently built-up residential areas in some places to achieve
greater density, though, as we've said, we don’t expect to see dramatic densification of many residential
neighborhoods in core cities or inner-ring suburbs in coming decades.

What’s more significant is how land-use rules will influence three vitally important opportunities to build
homes at large scale:

o To what degree will cities allow new homes in areas that are now dedicated predominantly
to commercial uses? Commercial activities currently take up about 8% to 15% of the land not
devoted to roads, parks, or institutional uses in large U.S. cities. In most places, commercially
zoned areas include few housing units.'94 More intensive mixed-use development in these areas
would contribute significantly to increasing overall housing supply in cities without changing the
density or character of existing residential neighborhoods. Plus, this kind of land-use reform
provokes less opposition than most other approaches, surveys show.195

¢ How many homes will cities allow on parcels of raw land that have never been developed
or are being repurposed from other uses? In the average U.S. city, 16.7% of land is

" The population-weighted average of median household incomes in the 288 liminal cities grew 30.4% in nominal terms from 2010
to 2021, compared to 28.3% in the 60 largest metros.

" The population-weighted average of median owner-occupied home values in 2021 was $378,000, compared with $911,000 in the
60 largest metros (based on American Community Survey data).

"™ Net domestic in-migration to the 288 liminal cities between 2017 and 2021 amounted to 1.1% of their collective 2017 population,
compared with net domestic out-migration of 1.0% of the collective populations of both the 60 largest metros and the 247 nonliminal
micro areas (author’s calculations based on U.S. Census data).
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considered vacant.'% In Dallas, developable vacant land amounts to 44,000 acres.97 Just over
1% of the city’s land mass is both vacant and close to public transit stops.9¢ Vacant industrial
real estate available for repurposing constitutes at least an additional 1% in most cities. 199
Medium-density residential development on even a small portion of this land would also
contribute meaningfully to the housing stock without disrupting existing neighborhoods.

The historic fires that ravaged Los Angeles County in January 2025 raise the same question. The
fires destroyed most housing across more than 40,000 acres — an area roughly the size of
Washington and Minneapolis.2% The Los Angeles area will add far more housing if it permits
moderately greater density than prevailed before the fires in areas like Pacific Palisades on this
land, compared to rebuilding at old densities. But the state and city governments have proposed
emergency rules that seem to allow expedited permitting only if lots and homes are about the
same size as before.201

e To what degree will exurban localities allow homes of all kinds and medium-density land-
use in previously undeveloped areas on their expanding outer edge? How cities answer this
question will profoundly influence the nation’s housing markets. Expanding the physical footprint
of America’s metropolitan areas by 10% would add approximately 24,000 square miles.” If
expanding metro areas were to build out these new areas at a density of 2,600 people per square
mile — roughly the density of Fort Worth; McKinney, Texas; Apex, North Carolina; and Marietta,
Georgia — they would create more than 24 million additional homes. But if they followed the
example of low-density suburbs like Goodyear or Peoria in the Phoenix area, or the still-lower
density of most Boston suburbs, they would add fewer than 9 million units.”

The scale of possibilities in expanding exurban areas dwarfs that of what core cities can
realistically construct in built-up urban neighborhoods. One real-world example: Dallas-based
Hillwood Communities announced plans in 2024 to build a master-planned community on 3,200
acres on the outskirts of Denton, Texas, with 6,000 single-family homes and 3,000 apartments,
plus 1,100 acres of permanent green space and recreation areas.292 By contrast, the largest
apartment towers under construction in Uptown Dallas will have just 300 to 400 units.203

While faster supply growth is a large part of the answer for America’s housing crisis, solutions should
extend beyond simply allowing developers to “build, build, build.”* Housing strategies for existing cities
must address the needs of specific categories of locations and people. Some examples:

e Shrinking cities, towns, and neighborhoods: One quarter of the core cities in America’s 100
largest metros have smaller populations than they had between 1940 and 1950. Thirteen of the
100 metros have shrunk since 1990 at the metro-area level as well.204 When cities, towns, or

* By comparison, the total physical footprint of the 100 physically largest municipalities that are core cities within metropolitan areas
is approximately17,500 square miles (author’s calculations based on U.S. Census data).

** People of course have to live somewhere, so metro areas would sprawl much further out in this scenario, but America would likely
build considerably fewer units overall. Goodyear and Peoria have densities of 511 and 1,069 people per square mile, respectively.
The Boston-area suburbs of Andover, Concord, Groton, Ipswich, Natick, Westford, and Weston each have densities between 300
and 1,000 people per square mile. See further explanation of our estimates on urban expansion in Appendix 2; population densities
for all municipalities with population over 50,000 in our 25 Sun Belt—-Mountain metros in Table M, Appendix 3; and underlying data in
the online Data Appendix.

" Charles L. Marohn, Jr., and Daniel Herriges argue against what they call a simplistic strategy of “build, build, build” in their book
Escaping the Housing Trap: The Strong Towns Response to the Housing Crisis (Wiley, 2024), 127.
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neighborhoods experience long periods of population decline, the incentive for developers to
build new homes collapses, since new units must compete against oversupplied existing ones.
Yet the remaining population still needs quality housing. Expanding outward is likely not the
answer for these places. There may be a place, rather, for governments to engineer a smaller,
denser physical footprint for the city — including subsidies to support new construction as well as
repairs for existing homes in central locations — to put schools, infrastructure, and other urban
amenities on a path that is sustainable despite smaller population. This challenge will become
much more common as the nation’s population growth slows in coming decades.

¢ Older people needing assisted living facilities: About 70% of Americans will need to live in an
assisted living facility at some point in their lives.205 The population over 85 will more than double
by 2040, but capacity at assisted living facilities is declining due to labor shortages and regulatory
constraints.2%6 The market won’t adequately supply this market without subsidy, because millions
of seniors cannot afford the full cost of assisted living, now at about $60,000 per year on
average.20” The public sector must subsidize new development of this distinctive kind of housing
for America to address the needs of its seniors.

o People needing permanent supportive housing: America’s homelessness response system
has approximately 395,000 permanent supportive housing beds and 145,000 rapid rehousing
beds, according to the U.S. Department of Housing and Urban Development (HUD)’s 2023
Housing Inventory Count.208 This compares with a total unhoused population of 653,000 people,
based on HUD’s 2023 Point-in-Time count.209 Gaps between housing inventory and need are
much larger in percentage terms in some places, above all California — which had 105,000 beds
in the two categories but 181,000 unhoused people in 2023.” Adding more of this specialized form
of housing in locations where it’'s most needed requires public and nonprofit sector funding.

e Lower-income people: A well-functioning market nationwide could address much of the
affordability crisis facing lower-income Americans, as we discus in Section Il. Sensible land-use
deregulation would make it economically feasible to build homes that many lower-income families
could afford. More important, local markets would make more existing homes affordable for a
wider share of the population through filtering down of older units.

But the goal of well-functioning markets throughout the United States is likely unrealistic. Even if
one city adopts the best possible regulatory reforms and realizes a building boom, affluent people
will move from more restrictive, expensive cities and keep prices higher than the city’s lower-
income population can afford. This is especially the case if the destination city only builds luxury
homes attractive to affluent potential migrants from other cities. So local governments and
nonprofits must pursue additional measures to make more homes affordable to lower-income
populations. Local governments and nonprofits might also wish to help lower-income families by
making homes available to them at lower prices than even a well-supplied market would produce.
Initiatives to improve affordability don’t necessarily entail subsidizing construction of new units,
but cities might judge that it makes sense to support new development in certain locations.

" The nation’s shortfall of permanent supportive housing may be much larger than HUD’s numbers indicate. Some experts believe
the point-in-time count underestimates the true population of unhoused people by half or more (“Don’t Count On It: How the HUD
Point-in-Time Count Underestimates the Homelessness Crisis in America,” National Law Center on Homelessness and Poverty,
2017, https://homelesslaw.org/wp-content/uploads/2018/10/HUD-PIT-report2017.pdf).
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Streamline development processes

Cities should have processes for approving new home construction that are quick, transparent, and
predictable.

First, they should generally allow more types of housing in more locations on an “as-of-right” basis. That
means developers would have the right to build a wider range of housing on land to which they hold title —
in at least some locations — without having to ask for specific approval from city officials.210 One simple
change, for instance, would be to allow more units in new apartment buildings in areas already zoned for
multifamily housing. Another would be to create categories of developers who are automatically approved
for certain kinds of development based on their record, like the Transportation Security Administration’s
“Trusted Traveler” program.

Second, cities should adopt widely recognized national or international building codes rather than
operating idiosyncratic local codes.2!! Local codes can add as much as 13% to the cost of building an
apartment relative to standardized codes, a 2018 study by the National Multifamily Housing Council
found.” Cities should also avoid adding further to construction costs through expensive new code
provisions aimed at reducing energy use. The Department of Housing and Urban Development released
national energy rules in early 2024 that will add up to $31.000 to the cost of building single-family homes,
according to the National Association of Home Builders.212 America’s housing crisis is sufficiently severe
that policymakers shouldn’t worsen it even to advance other worthy goals.

Third, cities should run fast, efficient, predictable permitting processes. Cities that have launched
sweeping initiatives to reduce permitting delays include Anaheim, California; Austin; Denver; Grand
Rapids; Phoenix; Provo; and Salt Lake City.213 Anaheim’s 2017 reform program — which also included
upzoning a commercial area and allowing apartment development as of right in more neighborhoods —
led to 4,500 units over the next six years, adding 3% to the housing stock, according to an American
Enterprise Institute case study.24 The Dallas suburb of Frisco predictably issues permits within three
days through a streamlined online portal, but the City of Dallas’ permitting process delays single-family
construction by four months or more and has defied concerted efforts to reform it.215

Fourth, states should allow for third-party review — that is, review of building applications by certified
entities outside city government. Texas passed legislation in 2023 giving developers recourse to third-
party reviewers if government permitting processes become sulfficiently delayed.216 States should go
further and create a well-defined licensing pathway to bring third-party reviewers into the market in all
cities.

Allow smaller homes and apartments

Cities should allow apartments, townhomes, “plexes” (duplexes, triplexes, and fourplexes), tiny homes,
manufactured homes, and medium density in general in a significant fraction of their neighborhoods.

* New York City’s building code added 5% to 15% to the cost of building a new apartment relative to standardized codes in 1999,
according to a New York University study. See Jerry J. Salama et al., “Reducing the Cost of New Housing Construction in New York
City” (The New York University School of Law Center for Real Estate and Urban Policy, 1999); Paul Emrath, “Regulation: Over 30
Percent of the Cost of a Multifamily Development” (National Association of Home Builders and National Multifamily Housing Council,
June 2018), https://www.nmhc.org/contentassets/60365effa073432a8a168619e0f30895/nmhc-nahb-cost-of-regulations.pdf.
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Apartments, townhomes, and plexes are almost entirely illegal in many cities across the United States. In
the Nashville area, for instance, rules vary significantly across localities. Apartments are illegal virtually
everywhere in Tennessee’s Sumner and Williamson counties, but are allowed in large parts of Maury
County and the city of Smyrna.217 They are legal on just 11% of land in the metro’s core Davidson

County.218

Cities would be wise to proceed gently in liberalizing these restrictions in built-up residential areas.
Marohn and Herriges, who call for cities to allow the next increment of development density everywhere,”
also argue against allowing developers to build anything anywhere. Their reasoning: A massive new
development in an older neighborhood signals to residents that complete turnover is coming and
undermines incentives to make incremental investments in their homes, putting the older homes in the
neighborhood on a sure path to demolition.21®

Allowing more “light-touch density” in built-up areas across the United States could add some 2 million
units to the nation’s housing stock, American Enterprise Institute experts estimate — roughly consistent
with our own 5% estimate for how much it might add.220 But allowing significant light-touch density to take
root in expanding suburban cities and towns could add 10 million-plus more units than might otherwise
come into being, without disrupting established urban neighborhoods.”

Cities in our Sun Belt—-Mountain metros and elsewhere are pursuing many strategies for allowing more
small homes and apartments.

e Denver reformed its zoning code in 2010 to allow more apartments in areas zoned for multifamily
and townhomes in areas zoned for plexes (and in select single-family neighborhoods). Apartment
and townhome development between 2011 and 2021 more than tripled relative to the previous
decade as a result.22! Denver is one of a handful of core cities in our Sun Belt—-Mountain metros
to achieve a composite growth score more than 10% beyond what our demand model would have
predicted for 2010-2023 — along with Atlanta, Charlotte, Dallas, Fort Worth, Houston, and San
Antonio.

o El Paso County, Colorado (where Colorado Springs is located), and Gaston County, North
Caralina (in the Charlotte metro), have recently loosened restrictions to allow developers to build
tiny home communities.222

e Salt Lake City loosened rules in 2023 to allow townhomes and smaller single-family homes in
more parts of the city.223

e The state of Montana passed a broad-based housing reform package in 2023 that included a
provision allowing localities to create neighborhoods zoned for tiny homes.224

e Atlanta launched a comprehensive review of its zoning code in 2023.225

* This would mean, for instance, allowing duplexes in neighborhoods zoned for single-family homes and townhomes in
neighborhoods zoned to allow 2-4 plexes.

** We should note that outward metro-area expansion does disrupt rural living patterns in its path. But families living in rural settings
are very likely to own their land and thus realize windfall gains by selling to exurban developers.
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Reduce minimum lot sizes

Minimum lot size rules are one of the most pervasive forms that land-use restrictions take — and also one
of the most constraining. Cities should allow homes on smaller lots.

Lot size restrictions, present in almost all cities, prevent developers from building many homes that
people would happily buy. Localities in the Boston area with high minimum lot sizes see significantly less
home development than comparable adjacent localities with lower minimums, University of Warwick
economist Amrita Kulka showed in a 2022 study.226 Another study by Mercatus Center economists in
2023 found that lot sizes in four fast-growing Texas suburban cities” disproportionately tend to be just
over the minimum, suggesting that developers would have built on smaller lots had they been allowed to
do so0.227

Comparing cities with high minimum lot sizes with similar adjacent cities that allow development on lots
only about half as large, more restrictive cities tend to have 11% fewer homes per square mile, 4% larger
houses, and 9% to 10% higher home prices, according to a 2023 national study by the University of
Pennsylvania’s Joseph Gyourko and Brown University economist Sean McCulloch.228

Houston led the nation in deregulating overrestrictive lot size rules. The city permitted developers to build
detached houses and townhomes on lots as small as 1,400 square feet in centrally located
neighborhoods in 1998, then expanded the policy throughout Houston in 2013. The policy gives city
blocks the right to opt out by majority vote, but only 16% of eligible blocks had done so by 2023.
Houston’s lot size reforms have significantly improved housing growth and affordability, several studies
have shown:

e The city has added approximately 30,000 to 40,000 more housing units, mostly townhomes, than
could have been built under old rules on previously raw land or in rezoned commercial areas.

e Developers have built about 4,200 more units than would have been allowed before on lots
previously occupied by larger single-family homes. Conversions have taken place on 0.5% of all
single-family lots.

e These net additions mean Houston’s housing stock is 4% larger than it would otherwise be.229

e Houston housing prices rose less relative to incomes than in peer cities Austin, Dallas, and San
Antonio from 2010 to 2023, our data shows.

The city of Austin passed a similar change in lot size restrictions in 2024.

The Sun Belt—Mountain localities in our dataset have minimum lot sizes ranging from 1,400 square feet to
10,000 square feet. Even the most restrictive allow lots half the size of the minimum in most Boston-area
suburbs. Among large cities, Charlotte and Denver stand out alongside Houston and Austin for more
permissive lot size rules, while Atlanta and Dallas have higher minimums than most peer cities.

* Frisco (in the Dallas—Fort Worth metro), Pearland (in the Houston metro), and Pflugerville and Round Rock (in the Austin metro).
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The Houston experience suggests that policies to allow smaller lots in other cities would likely have
modest effects on built-up single-family neighborhoods but significantly larger effects on what developers
build on raw or repurposed land. At the national level, this takeaway is especially important for expanding
exurban areas with vast raw land for development — places which will play a pivotal role in determining
the future of housing markets and affordability in the United States.

Rezone commercial and industrial land to allow homes

Cities should aggressively rezone underutilized commercial and industrial areas to free up land for
residential or mixed-use development. Rezoning could free up 1% to 2% of urban land not devoted to
roads, parks, or institutional uses.”

¢ In the Houston metro, developer Weekley Homes has built thousands of homes in several large
master-planned communities on former industrial sites.230

e Tysons, Virginia, a Washington suburb, rezoned substantial commercial land surrounding its
Metro station to mixed use in 2010.23" The community’s housing stock increased 23% between
2017 and 2021, far ahead of the Washington metro as a whole.232

e San Diego approved a redevelopment plan for Kearny Mesa, a formerly blighted industrial area,
in 2020. Development plans will allow for up to 25,000 homes, adding 4% to the city’s housing
stock. Almost a third of subsidized units built in the city since 2020 are in Kearny Mesa.233

o New York City rezoned 40% of the city’s land mass during Mayor Michael Bloomberg’s tenure.234
Rezoning plus other land-use reforms helps explain why New York ranks ahead of Los Angeles
and Chicago on our measure of housing policies — and well ahead of other Northeastern metros
like Boston, Providence, Hartford, New Haven, and Philadelphia.

Allow homes in commercial areas

Cities should allow landowners and developers to build residential units as of right — meaning without
obtaining specific permission from local authorities — in virtually all areas zoned for commercial uses.
Allowing mixed-use development to expand in commercial areas would likely add significant housing
stock in these areas, which comprise 8% to 15% of the developable land in most cities.

Mixed-use development in commercial areas provokes less opposition than other forms of urban
densification, according to a 2022 survey by University of California researchers.235 By contrast, building
mixed-use developments in fully residential neighborhoods “never happens,” urban planner Jeff Speck
has observed.236

Cities have shown growing interest in office-to-residential conversions in view of high vacancy rates in
downtown office buildings. While conversions represent a good use for half-empty office buildings that will
likely never refill and a sound strategy for reactivating downtown neighborhoods, they can make only a

* This would amount to 5% to 10% of developable land currently zoned for retail and restaurants or for industrial uses. Current
vacancy rates in U.S. cities as of 2024 are 5% in retail properties (James Bohnaker, “Q4 2024 U.S. Shopping Center Marketbeat”
[Cushman & Wakefield, 2024]) and 6% in industrial properties (Adam Burgess et al., “Q1 2024 U.S. Industrial Real Estate Market
Report” [Plante Moran, April 26, 2024].)
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modest contribution to the housing stock in most cities. Office properties take up 1% to 2% of the land in
most cities, and structural challenges mean only 3% to 9% of them are suitable for conversion.
Developers working on conversions have also encountered significant difficulties winning approvals, in
part because local governments worry about losing property tax revenues when buildings move to less
valuable uses.237

Another type of urban land where cities could add homes is property owned by religious institutions.
Redeveloping portions of these properties — a strategy some call “yes in God’s backyard” (YIGBY) —
could contribute modestly to the housing stock in all cities.238

Several cities and states have made notable moves to allow more homes in commercial areas:

e Grand Rapids allowed residential or mixed-use development in all commercially zoned areas
starting in 2008.23° This reform set off a building boom that enabled the city’s downtown
population to grow 47% from 2010 to 2020. The Grand Rapids metro area is one of a handful of
Midwestern metros that score in the top quarter of U.S. metros in our ranking for pro-growth
policies.

e Minneapolis passed a sweeping land-use reform in 2018 that, among other things, allows
residential or mixed-use buildings up to six stories as of right in several defined commercial areas
alongside transit corridors.240 This element of the city’s housing package, along with parking
reform, explains why Minneapolis has seen better growth in its housing stock than most
Midwestern cities since 2018.

e Florida passed landmark legislation, the Live Local Act of 2023, that allows residential or mixed-
use development up to each city’s highest permitted density in almost all the state’s commercial
areas, provided they meet specified affordability terms for some units.241

e Montana allowed developers to build multifamily or mixed-use structures as of right in all
commercially zoned urban areas as part of its 2023 reform package.242

e The Arizona Legislature passed a bill similar to Florida’s Live Local Act in 2023, but Governor
Katie Hobbs vetoed it on the grounds of preserving local control.243 Advocates are continuing to
push for this kind of legislation.

e Nashville is considering a plan similar to those of Grand Rapids and Minneapolis.244

e Atlanta, Dallas, and Phoenix are among the large metros with the most office-to-residential
conversions underway on a per-capita basis as of 2024, according to a RentCafe report.245

Reduce parking requirements

Cities should reduce the parking spots they require in new multifamily and commercial buildings — and
consider eliminating minimum requirements in most dense, walkable areas.

Cities dedicate too much space to parking. Downtown parking garages typically had 20% weekday
vacancies before the pandemic, and they have far more today as a result of low office occupancy. Urban
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apartment developers usually build as few parking spots as local rules allow, indicating they believe
tenant demand will be below this level.246

Excessive parking requirements exacerbate housing problems and weaken cities in two significant ways:

e They add at least $20,000 per unit to the cost of multifamily structures — and much more in the
nation’s priciest cities. Higher construction costs mean less construction and higher rents.247

e Excess parking space consumes valuable space in downtowns and other urban centers and
makes them unsightly and less walkable. Dedicated parking lots and garages take up between
13% and 34% of most downtowns, a 2023 Parking Reform Network study found.” Parking
requirements also increase the cost of building new commercial buildings and thus stymie efforts
to create attractive, walkable mixed-use neighborhoods that will drive demand for new housing.248

Cities should replace surface parking in dense areas with multilevel garages that are ideally almost
invisible from the street. They should also reduce or eliminate minimum parking spot requirements in new
buildings.

Fully eliminating parking minimums doesn’t mean that new buildings would have no parking, since
developers would have strong incentives to provide enough spots to satisfy potential tenants. It’s true that
some developers might underprovide for parking, which could lead to overloaded streetside parking. This
is why the late parking expert Donald Shoup of the University of California at Los Angeles recommends a
more comprehensive strategy. In Shoup’s view, cities should remove minimums but also charge for street
parking at rates high enough to ensure there are usually unfilled spots and devote parking revenues to
quality-of-life investments that make dense areas as attractive and walkable as possible.249

Outside the densest metro areas, cities need to recognize that if parking is too difficult in traditional or
alternative downtowns, people reliant on cars will mostly live elsewhere and avoid visiting rather than
abandon car ownership and embrace public transit. So cities face a delicate balancing act and should
implement parking reforms gradually and carefully.

Cities that have heavily reduced or abolished parking minimums for new buildings include Austin; Buffalo,
New York; Minneapolis; San Francisco; and Santa Monica, California.250 Charlotte approved a large
multifamily project near downtown in 2023 with no parking at all, which allowed the project to include 25%
more units. On the other hand, the Denver suburb Aurora, Colorado, recently required a new 405-unit
building to include 485 spaces despite the developer’s estimate that tenants would use only 390 — “a
complete waste of money,” in the developer’s view.251

Selectively allow granny flats

Cities should under some circumstances allow property owners to rent out accessory dwelling units
(ADUs) on their property — sometimes called granny flats — to unrelated tenants. After Los Angeles

* The Parking Reform Network study includes 20 core cities in our 25 Sun Belt-Mountain metros. They dedicate between 17% and
33% of their downtowns to parking. Among the core cities of our Northeast—Pacific Coast metros, five stand out for dedicating less

of their downtowns to parking — Midtown Manhattan (0.4%), San Francisco (3%), Washington (4%), Boston (6%), and Seattle (9%)
— but the other 13 Northeast—Pacific Coast cities included in the study range from 13% to 34%. (“Parking Lot Map,” Parking Reform
Network, accessed January 31, 2025, https://parkingreform.org/resources/parking-lot-map/.)
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permitted ADUs as of right in 2022, the city experienced a backyard building boom, amounting to a
quarter of all housing units built over the next two years.252 San Diego, meanwhile, now allows ADUs in
commercial as well as residential areas.253

Allowing ADUs citywide, unlike the other ideas in this section, potentially implies significant densification
in single-family neighborhoods. ADU proposals consequently provoke intense opposition from many
residents. Los Angeles only implemented its granny flat measure because of 2016 California legislation
requiring cities to allow ADUs.254 San Diego is considering scaling back its ADU ordinance.

Dallas realtor Doug Newby has long argued against allowing ADUs on the grounds that they would wipe
out trees, increase traffic congestion, and undermine the fragile stability of neighborhoods in changing
cities.255 For these reasons, cities sometimes allow ADUs only if residents in the immediate neighborhood
approve them by majority vote and if property owners live on the premises.256

Offer density bonuses for building income-restricted homes

Cities should under some circumstances incentivize developers to reserve a minority of units in new
market-rate developments for lower-income tenants at submarket rents. Such measures — sometimes
called “voluntary inclusionary zoning” — typically offer developers the right to include more units than
would otherwise be allowed in exchange. They also usually give developers an option to pay into the
city’s affordable housing fund in lieu of income-restricted units.

Inclusionary zoning measures are best suited to certain locations. Possibilities include the following:

e Reserved units in multifamily or mixed-use developments in commercial centers or near public
transit stops, since they promote access to good work opportunities for lower-income people.

e Units reserved for people in essential occupations — for instance, apartments for teachers near
schools or for nurses and medical technicians near hospitals.

e Reserved units in new buildings in underinvested areas, to prevent displacement of lower-income
residents and promote stable mixed-income neighborhoods.

At the same time, cities should acknowledge the limits of voluntary inclusionary zoning policies. In
locations where the rent gap between market-rate and reserved units is large, the property taxes
foregone by local taxing authorities from each reserved unit can represent a very expensive way to
subsidize affordability. The same dollars could typically help more families if employed in more efficient
ways.257

Also, the economics of new development typically don’t allow developers to reserve more than 10% of
units and earn their target returns, since the market constrains what they can charge for their market-rate
units. That’s why voluntary inclusionary zoning policies have generated very few units. New York City’s
policy gave rise to just 172 units per year on average between 1988 and 2013.” Dallas’s 2019 policy has
delivered only several hundred units.258

* New York officials have found they can sometimes bargain for longer-duration submarket rents more effectively than for an
additional number of units, according to author interviews with New York housing experts.
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Density bonuses, moreover, are effective only insofar as they give developers an exemption from what
are typically overrestrictive land-use rules. Cities would generally help far more low-income people by
relaxing these constraints for all multifamily development citywide.

Less helpful ideas

Eliminating single-family zoning: A few cities — notably Minneapolis and cities in Oregon and California
— have moved to allow multifamily development everywhere by ending all single-family zoning.” Critics of
single-family zoning — which covers neighborhoods where a majority of all Americans live — typically make
their case in ideological rather than economic terms, often alongside arguments against suburban
“sprawl.” One think tank report, for instance, asserts without evidence that single-family zoning is an
“opportunity-hoarding mechanism” that undermines the environment, weakens economic opportunity for
lower-income people, and is rooted in racism.25°

In theory, eliminating single-family zoning has the merits of allowing homeowners to do what they wish
with their property and unleashing developers to build more homes on lots that become available for sale.
But one shouldn’t exaggerate the likely effects. Zoning rules prevent developers from building what they
would like to build in only a very small fraction of areas zoned single family. And in some low-income
neighborhoods, replacing an old single-family house with a duplex or triplex reduces the number of
homes affordable to low-income families by one.

Evidence from cities that have eliminated single-family zoning citywide, moreover, doesn’t point to
significant positive effects. Minneapolis added only 23 plexes that wouldn’t have been allowed under
previous rules during the policy’s first two years, one study showed. 260 Aimost nine in 10 housing units
built in Minneapolis since 2020 have been in buildings with 20 or more units, suggesting that the city’s
reform allowing multifamily development in commercial areas has been far more effective than permitting
plexes in formerly single-family neighborhoods. Oregon and California cities have seen similarly meager
effects. In Portland, Oregon, full elimination of single-family zoning plus legalization of ADUs everywhere
in the city and other reforms added about 0.6% to the city’s housing stock between 2021 and 2024.
These policies have accomplished less than expected both because the economics of buying a single-
family home and replacing it with a quadplex are difficult in most places where people want to live and
because Minneapolis and West Coast cities have maintained density rules that make it harder still.

Cambridge, Massachusetts, which ended single-family zoning citywide and passed other reforms in
February 2025, optimistically projects that the policies will add some 7% to the housing stock — roughly
consistent with our prediction that drastic liberalization might add 5% to 10% to the population density of
built-up urban areas.

For most cities, the main reason for skepticism about ending single-family zoning and trying to force
higher density in single-family neighborhoods is that it’s usually unpopular with residents.26! Charlotte and
Gainesville, Florida, have repealed ordinances allowing plexes in certain areas in response to public
outcries.262 Since people can easily move away from cities that adopt policies they strongly oppose, cities

) Minneapolis approved its rule eliminating single-family zoning citywide in 2019, and it went into effect in 2020. The State of Oregon
prohibited single-family zoning in all municipalities over 10,000 in 2019. California banned single-family zoning through a 2022 law
that in practice covers 13 large cities.
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should consider allowing multifamily development in single-family areas only where most residents
support doing so.

Mandatory set-asides in all new apartment developments: Rules requiring developers to reserve units
for low-income tenants at submarket rates in new apartment buildings — often called “mandatory
inclusionary zoning” — constitute a tax on new development.” In general, if government taxes something,
producers deliver less of it. Developers have finite time and capital and can easily choose to build only in
localities that don’t impose such a tax or to scale back their operations.

Mandatory inclusionary zoning rules have resulted in very few income-restricted units, numerous studies
show. And they have caused steep declines in new market-rate development in several cities that have
imposed them.263 After Portland, Oregon, imposed a mandatory set-aside rule in 2017 requiring
developers to reserve up to 15% of units in new developments, multifamily building permits dropped
64%.264 A similar 2019 rule in Seattle caused townhome construction to plunge 80%.265

Cities in our Sun Belt and Mountain metros have gone in different directions on mandatory inclusionary
zoning. Arizona, Idaho, Tennessee, and Texas prohibit cities from imposing mandatory policies.266
Colorado, on the other hand, enacted legislation in 2021 reversing its ban on such policies.26” The
Denver-area city of Broomfield is among several localities in the state that have since imposed
mandates.268

Taxing new development to pay for subsidized homes: Excessive taxes on development are similarly
counterproductive. Cities do charge developers fees at levels estimated to pay for city-funded
infrastructure supporting new developments — and they should. But when they charge taxes and “impact
fees” far beyond these levels to fund other priorities, they reduce new development and generate higher
rents and home prices.

California cities routinely charge fees that can exceed $100,000 per new housing unit, adding immensely
to the cost of development.26 Some Sun Belt localities — notably Fort Myers Beach, Florida, and
Rutherford County, Tennessee — have followed this unhelpful example in recent years.

Mandatory top-down quotas for new housing development: Government-imposed top-down
production quotas for specific goods never constitute smart economic policy. This lesson from history fully
applies to housing production. Yet California imposes production quotas on all of the state’s cities through
its Regional Housing Need Allocation program.270 The program even specifies production quotas for units
affordable at specific income levels — though developers cannot possibly build apartments at the
affordability levels the state demands without massive subsidies, thanks to the state’s complex system of
mandates and fees.

The state’s policy can generate absurd demands on specific cities. In Silicon Valley, state mandates call
for housing production that translates to population growth over the next decade of 16% in San Jose,

* In theory, cities could design mandatory and voluntary inclusionary zoning policies in such a way that the mandates in the former
match the incentives created by the latter so they produce the same results. It is oversimplistic, therefore, to assert that mandates
are counterproductive while voluntary programs with density bonuses are helpful. In practice, building good incentives into a
mandatory rule is likely beyond the capacity of city officials, so voluntary programs are preferable in our view.
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19% in Sunnyvale, and 23% in Palo Alto — even though each city’s population has declined significantly in
recent years.”

In practice, one of two things is true of quota policies like California’s. Either the state doesn’t enforce its
stated quotas — in which case they are meaningless — or the state forces cities to build hundreds of
thousands of “affordable housing” units in locations and at density levels poorly suited to local
communities. In the latter case, many people with choices will likely vote with their feet and leave the
state. Ironically, California might address its severe housing challenges in part by driving down demand.

We estimate that the four main reforms we suggest in this section — allowing apartments and plexes in
more areas, reducing minimum lot sizes to Houston’s level, allowing residential development as of right in
commercial areas or rezoning them, and reducing parking minimums — could each add 2% to 3% to the
housing stock in most core cities and inner-ring suburbs, especially if coupled with vast improvements to
permitting processes. Achieving half this potential would count as a big win in most cities. This is why it’s
reasonable to expect 5% higher density in built-up cities that succeed in reforming their land-use rules.

The potential is somewhat smaller in the nation’s mostly densely built-up cities, since lot size rules are
less relevant there. Our estimate is consistent with recent experience: Core cities that are large, dense,
and in demand have mostly increased their populations between 3% and 13% since 2000.™ They will
almost surely grow more slowly over coming decades in view of slowing population growth nationwide,
even if they do manage some degree of land-use reform.

But the potential to address America’s housing challenges through smart outward expansion in growing
metro areas is enormous. Expanding the footprint of the average metro area by 10% and building out
these areas at the medium density levels of Sun Belt cities like Fort Worth would add some 15 million
more homes than if the average metro expands by the same amount but at density levels more
characteristic of many sprawling suburbs.

Principle Three: Innovate

America’s cities need dramatic innovation in homebuilding materials and methods, aimed at reducing the
cost of building new homes and thus slashing home prices and rents.

Construction stands out as the only large U.S. industry that hasn’t experienced productivity gains in many
decades. Productivity is defined as the quantity of goods produced from a given package of labor and
capital inputs. Construction productivity is about the same as it was in the 1960s, according to a 2023
study by Federal Reserve Bank of Chicago President Austan Goolsbee and University of Chicago
economist Chad Syverson which measures square feet of construction per unit of input.27t Construction
productivity has declined when measured by the number of homes, since homes have grown larger and
require more labor and materials than smaller homes.272 Falling productivity means it costs slightly more

* In theory, building homes at the rate required by the state could generate large-enough home price declines not just to halt out-
migration but stimulate in-migration sufficient to fill the expanded housing stock. In practice, this hypothesis makes implausible
assumptions about how strongly new development would affect home prices and how strongly these lower prices would affect
migration patterns.

- By “in demand,” we mean that housing demand growth since 2010 has been above average, based on our estimates. Core cities
with weak demand have mostly seen population declines since 2000. One exception is the city of Seattle, which grew 38% between
2000 and 2022 by carrying out large land annexations as well as by increasing density ( “Vision 2020,” Annexation Briefing Paper
[Puget Sound Regional Council, March 2019]). Another exception is Washington, which grew 25%.
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to build a home than it did in the 1960s, relative to wage levels. Virtually all other manufactured goods
cost far less to produce than they did then.

Harvard University economist Edward Glaeser and colleagues, moreover, found in a 2024 study that
increasingly restrictive land-use rules since the 1970s have played a large role in causing this stagnation
in productivity by making it difficult to mass-produce homes at scale.

Exploring specific paths that technological progress might take in the homebuilding industry is beyond the
scope of this report. But we can highlight possibilities that constitute low-hanging fruit for addressing
America’s housing crisis.

o Manufactured homes: Factory-produced homes have improved significantly since the “trailers”
of the 1960s in terms of design, finishes, and energy efficiency.273 Increasingly, they look
indistinguishable from many homes built on site. But they typically cost one-third less than a
comparable built-on-site house, amounting to a $90,000 advantage.274

¢ Modular building: Building major house components (“modules”) in an off-site factory and
assembling them on site can save 20% of production costs on homes that are entirely
indistinguishable from traditionally built homes, according to a 2024 Center for American
Progress report.27s

e 3D-printing: Using 3D-printed building components has the potential to take half the costs out of
building homes, a Deloitte report predicts.276

Regulatory and financial hurdles have prevented these approaches from fulfilling their potential.
Manufactured homes are illegal in large parts of almost every U.S. city. Many cities and towns have
tightened regulations further in the 2020s.277 The mortgage industry, moreover, hasn’t scaled up loan
products supporting the industry.278 This means buyers must take out personal loans, which are harder to
obtain than conventional mortgages. Tremendously diverse local building codes and zoning rules stand in
the way of building modular or 3D-printed homes at scale.279

Manufactured homes consequently represent just 6% of America’s housing stock, down slightly since
2010. Only 3% of single-family home construction qualifies as modular, compared with rates as high as
45% in Finland and Sweden and 15% in Japan.280

Despite these challenges, some cities in our Sun Belt—-Mountain metros and elsewhere are leading the
way in deploying new technologies to address housing needs.

e Austin; Lakeland, Florida; Myrtle Beach, South Carolina; and several North Carolina suburbs
stand out for allowing manufactured homes in more areas than most U.S. cities.28! The states of
Maine and New Hampshire have recently loosened their rules statewide.282

e A 2024 bill before the Utah Legislature would reform building codes statewide to allow more
modular construction.283

e Phoenix is among the first U.S. cities to build a permanent supportive housing community using
recycled, solar-powered shipping containers.284 Arizona was also the first state to launch a
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“Property Technology Sandbox” program aimed at accelerating the rollout of cost-saving
technologies.=285

e 3D-printing firm ICON will soon complete the first-ever community of homes built entirely through
3D printing, consisting of 100 houses in the Austin-area suburb of Georgetown, Texas.286
Georgetown is one of the highest-scoring cities in our Sun Belt—-Mountain metros for pro-growth
land-use policies.

If improved building technologies were to reduce the cost of constructing new homes by 20% and deliver
at large scale, they would reduce rents and home prices for existing structures by a similar amount. This
is because developers would have powerful incentives to keep building and undercutting existing
properties until the latter converged to the lower price of new homes.

Principle Four: The Jane Jacobs Principle

The Jane Jacobs Principle, as we call it, is the idea that geographically intricate diversity of land uses and
human activities taking place near one another is the lifeblood of thriving urban places. This principle is
the central thesis of Jacobs’ 1961 classic, The Death and Life of Great American Cities.287

No city can plan for the “exuberant diversity” of people, ideas, and activities that make great cities and
neighborhoods work, Jacobs argued. The best cities can do is to allow it:

“... most city diversity is the creation of incredible numbers of different people and different
private organizations, with vastly differing ideas and purposes, planning and contriving outside
the formal framework of public action. The main responsibility of city planning should be to
develop — insofar as public policy and action can do so — cities that are congenial places for this
great range of unofficial plans, ideas, and opportunities to flourish.”288

Fine-grained diversity of activities contributes to vibrancy in three vital ways, according to Jacobs:

e People enjoy being part of what she called the “intricate sidewalk ballet.” They like to live, work,
and play in interesting places, and the talent pools and spending power they create are the
cornerstones of urban vitality.”

e By providing constant “eyes on the street,” diverse activities throughout the day contribute even
more than good policing does to public safety — a prerequisite for urban health when people are
living amidst many strangers.

e Vibrancy depends on people coming together and spawning new ideas and ever-growing
economic diversity, Jacobs wrote in her book The Economy of Cities. Fine-grained diversity
promotes “collisions” among ideas and propels this process.289

Successful neighborhoods, Jacobs observed, are places where people stay or move in by choice, invest
in and fight for their community, and build “confidence and strength, partly from practice and growth of

* The philosopher Alain de Botton writes about why people like living in or near diverse, mixed-use settings: “Contact, even of the
most casual kind, with commercial enterprises gives us a transfusion of energy we are not always capable of producing ourselves”
(Alain de Botton, The Architecture of Happiness [Pantheon Books, 2006], 246).
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trust.” Neighborhoods go into decline because they become “stagnant, dull” places that people want to
leave behind — in some cases, despite the presence of elegant buildings and promenades. Thriving
neighborhoods have a critical mass of density, she said, but excessive density is the enemy of diversity.

Jacobs argued that cities across America had made several self-destructive mistakes:

e Central business districts developed by expelling activities other than white-collar office work and
characterized by “deathlike stillness” after 5 p.m. and on weekends.

o “Dull” and “regimented” middle-income areas “sealed against any buoyancy or vitality.”

e Uniform, Stalinist-style apartment blocks as envisioned by the architect Le Corbusier.

e Public housing projects focused entirely on low-income people.

Economists have since confirmed Jacobs’ insights. Metros with great diversity of firms and industries
working in proximity achieve greater innovation and prosperity than other places, according to a study by
Harvard economist Edward Glaeser and colleagues.

Cities throughout the Sun Belt—Mountain metros, like many cities elsewhere, are working to become more
diverse, vibrant live-work-play communities, though all have a long way to go to realize this vision:

e Houston has achieved the Jane Jacobs Principle more successfully than most other cities that
grew large in the automobile age, thanks to its unique rejection of traditional zoning rules.

e Many of the core cities in these metros — notably including Atlanta, Charleston, Dallas, Denver,
Fort Worth, Houston, Phoenix, and San Antonio — have made progress in reimagining formerly
moribund downtowns as vibrant live-work-play centers, even as traditional office-going
populations have declined.

e Fast-growing suburban cities throughout these metros are working to become fully functioning
cities rather than traditional bedroom communities. Most of the suburban cities in our dataset
have daytime working adult populations almost equal to or larger than their nighttime population
of working adult residents, as we noted earlier.

Some good news: Cities can implement the Jane Jacobs Principle in significant part by simply allowing it.
Many developers want to build mixed-use places. Zoning codes and permitting processes are the main
impediments holding them back.

Principle Five: Allow dynamic evolution in cities

Change

Change is constant. Successful cities not only allow diverse land uses near one another — they allow
these uses to evolve.

Take a single Manhattan block — at Fifth Avenue and 23rd Street. In the 200 years since the early 1800s,

the block has hosted a seedy circus on the outskirts of the city, then New York’s poshest hotel, then a
red-light district, then factories producing cheap textiles, then a struggling residential neighborhood, then
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an upscale ltalian market, and most recently a large social media firm, according to author Christiane
Bird.290

More intensive land uses are always replacing older uses in successful cities, Jacobs observed.29! As in
any well-functioning market, rising and falling prices play key roles in mediating this constant recycling of
urban space.292 Cities have remained “macro stable” only by allowing constant “microchange,” author
Charles Marohn argues.

Sometimes city governments mistakenly think they can slow the forces of change. A New York City policy
document explicitly states that one of the city’s planning goals is to slow down change and increase
“predictability,” according to urbanist Alain Bertaud. Efforts by New York developers to convert defunct
industrial property to residential development can take as long as 16 years due to such policies. Hartford
failed to allow recycling of half-empty downtown office buildings as the city’s insurance industry declined,
contributing to the hollowing out of its urban core.293

Even worse, some cities adopt self-destructive policies in response to inevitable changes. San Francisco
is among the many cities that have refused to close schools even as district enroliment declines.294 But
this just means spreading falling dollars across underenrolled schools and guaranteeing they will become
ever more under-resourced and dilapidated, driving more families away.”

Allowing land uses to evolve is one component of a larger challenge for cities: allowing the dynamic
changes that inevitably occur when a city pursues market-oriented, commerce friendly policies.

The futility of freezing neighborhoods in place

Historic preservation: One of the most abused — if well-intentioned — ways cities try to freeze
neighborhoods in place is through historic preservation rules. In New York City, historic preservation rules
cover fully 15% of Manhattan’s nonpark land below 96th Street and 27% of the island’s buildings. But as
Harvard’s Edward Glaeser points out, antidevelopment activists have become adept at using preservation
rules to block new land uses in these areas, including adaptive reuse of regulated structures.29
Consequently, much of Manhattan is effectively closed off to new development.

Growth-minded cities use historic preservation rules sparingly. When they do deploy them, they focus on
preserving truly distinctive structures — but not how they’re used. Winston-Salem has converted an
abandoned RJ Reynolds tobacco plant into the heart of one of the nation’s most impressive urban
innovation districts, preserving the distinctive “bones” of the facility.

Sun Belt suburban cities like McKinney, Texas, have adaptively reused historic buildings in old town
squares, but they benefit enormously by facing few constraints from ill-conceived preservation rules.

* Economist William Easterly and colleagues did a similar analysis of a location in New York’s SoHo neighborhood, which hosted a
freedmen’s community, then fashionable townhomes, then a red-light district, then light-industrial facilities, then artist lofts, and now
upscale apartments and fashion stores (See Yukie Ohta, “The Greene Street Project: A Long History of a Short Block,” SoHo
Memory Project, October 31, 2015, https://sohomemory.org/the-greene-street-project-a-long-history-of-a-short-block/).

" Note that two-thirds of U.S. school districts saw declining enroliment in the 2022-23 year. (Chad Aldeman, “Interactive: In Many
Schools, Declines in Student Enroliment Are Here to Stay,” The74, April 24, 2024.)
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Rent control: Another self-destructive strategy cities use to freeze neighborhoods and their residents in
place is rent control. Rent control policies, largely discredited by the 1980s, have made a comeback. New
York City and St. Paul, Minnesota, have recently implemented strict new rules. Oregon enacted statewide
rent control in 2019. Housing activists, authors, and some otherwise pro-housing elected officials have
enthusiastically endorsed these moves.2%

Rent control is a textbook case of counterproductive economic policy":

e Rent control policies discourage and thus reduce development of new rental properties, as
abundant studies consistently demonstrate.

e They reduce landlord investment in their properties, leading them to deteriorate over time.
e They disproportionately benefit affluent renters.

e They lock tenants in place, thereby short-circuiting the filtering-down process that gives rise to
most homes affordable to lower-income people.

e They promote “key money” and other forms of corruption, as people who can afford it pay off
landlords to gain access to artificially cheap apartments.297

Even if rent control policies exempt newly built buildings, they discourage development by conveying
signals to would-be developers that regulators will likely expand controls to new buildings in the future.
And even if rent control policies allow for rent increases above the general inflation rate, one of two things
is necessarily true: Either the rate of allowed increase is so high that it doesn’t impose meaningful
constraints on landlords and thus does no good for current renters, or it reduces development by
preventing projects that don’t work in financial terms given the allowable rent increases.2%8

St. Paul presents a cautionary tale. Construction starts declined precipitously just after the city passed its
controversial measure in 2021, as even sympathetic observers noted.29

Some cities have produced similarly self-defeating results by enacting excessively strict protections for
delinquent tenants. California’s 2019 Tenant Protection Act, together with eviction moratorium policies
during the pandemic, led to an outbreak of squatting in San Francisco, Oakland, and other cities — adding
further to the many disincentives facing would-be developers in those cities.300

For all these reasons, virtually every state where our Sun Belt—Mountain metros are located bans
localities from implementing rent control rules.” Apart from Minnesota and Oregon, localities with rent
control policies in effect are mostly in slow-growing Northeast—Pacific Coast metros.30! These include
New York City, numerous New York and New Jersey suburbs, the Maryland suburbs of Washington, and
all the largest cities of California.

* Swedish economist Assar Lindbeck once wrote, “Rent control appears to be the most efficient technique presently known to
destroy a city — except for bombing” (The Political Economy of the New Left [Harper and Row, 1972]; cited in Sven Rydenfelt, “The
Rise, Fall and Revival of Swedish Rent Control,” in Rent Control: Myths and Realities, ed. Walter Block and Edgar Olsen [The
Fraser Institute, 1981], pp. 213, 230).

- Thirty-five states have laws disallowing local rent control rules (Tanner, Inclusive Economy, 212).
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Banning single-family rental homes: A newer idea, also ill-conceived, is to ban for-profit firms from
buying or building single-family homes for purposes of renting them out.302 Corporate investors in single-
family rental real estate emerged in the early years after the 2008 financial crisis, when houses were
selling at historically cheap levels relative to their rental value.303 As home prices recovered, the industry
rationally shifted toward building new homes rather than buying existing ones.304

Critics oppose corporate ownership of single-family homes on the grounds that it reduces people’s ability
to become homeowners and, since most build-to-rent single-family homes are in lightly regulated Sun
Belt metros without rent control, makes people vulnerable to predatory rent increases by greedy
landlords.

Calls for banning this business don’t stand up to scrutiny. For one thing, it’'s easy to exaggerate the scale
of the industry. In Houston, landlords organized as businesses control only 4% of the single-family homes
currently occupied by renters.305 Build-to-rent houses made up just 3% of single-family construction
nationally in 2023.306 The emergence of corporate landlords, moreover, has had no effect on home prices,
a 2024 American Enterprise Institute study found.307

Critics typically don't clarify why private-sector ownership of rental housing units should be legal or illegal
based only on whether they’re physically attached to other units. And if corporate buyers someday buy
more single-family homes than people want to rent at the going price, rents will go down.

But the main argument against banning the build-to-rent industry is that it would cut off a source of capital
and expertise for building new homes. It would be less damaging to ban corporate landlords only from
buying existing homes, but this would still remove from the market a set of knowledgeable, deep-
pocketed firms that provide a service their tenants value.

Blocking neighborhood change to prevent displacement of low-income households: Perhaps the
most self-destructive policy some cities pursue today to freeze neighborhoods in place is stopping new
home development in lower-income neighborhoods on the grounds that it might displace existing
residents.

Virtually all proposed investments in lower-income urban neighborhoods provoke ferocious opposition
from nearby residents today. Journalist Conor Dougherty presents an in-depth look at development
opponents in the San Francisco Bay area in his 2020 book Golden Gates: The Housing Crisis and a
Reckoning for the American Dream.3°8 Antidevelopment activists in his account resist new housing
initiatives, including income-restricted projects, based on the belief that new housing would raise housing
prices for residents of older buildings™ — but also because it would bring “strangers” into their
neighborhoods. Angry crowds denounce pro-housing “yes-in-my-back-yard” (YIMBY) leaders as
“colonizers,” “Satans,” and “neoliberal[s] ... erasing the voices of displaced communities.”309

Neighborhood opposition routinely blocks pro-housing policies and specific projects. One unhelpful trend:
Activists have successfully turned historic preservation rules into a tool to shut down housing
development in neighborhoods in Boise, Dallas, Houston, Nashville, and other cities.310

"A large majority of San Francisco renters believe, contrary to evidence, that new development in their neighborhood would cause
higher rents for themselves, a 2015 survey-based study found. (Hankinson, “When Do Renters Behave Like Homeowners?”)
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Antidevelopment activists also fiercely resist proposed nonhousing investments that would bring renewed
vitality to lower-income neighborhoods. Activists often oppose new parks (“green gentrification”), salad
restaurants and coffee shops (“food gentrification”), volunteer efforts to fix up abandoned houses
(“enablers of gentrification”), and proposals to take down highways that cut through historic Black
neighborhoods (“more gentrification”).311

Neighborhood changes associated with “gentrification” provoke far more heated feelings than their
opposite: decades of underinvestment and neighborhood decline. Yet the latter is the reality in the vast
majority of low-income neighborhoods in U.S. cities, numerous studies confirm.312 Other studies show
that when affluent professionals move into previously low-income neighborhoods, longtime residents
benefit through new retail and restaurant jobs, improved neighborhood amenities, and indeed less
displacement.313

The main cause of displacement, when it occurs, is the emergence of supersized gaps between
neighborhood property values and the value the same land would command under alternate uses.314
Land values become most depressed in low-income neighborhoods suffering from persistent
underinvestment and decay. And potential gains to developers are highest in cities with restrictive land-
use policies and high market-rate home prices. Over a sufficiently long period of time, the greatest threat
to residents who wish to stay in their neighborhood isn’t new development, but lack of it.315 The most
vulnerable residents are renters, who have no opportunity to cash in when developers come around with
attractive offers.

Policymakers should welcome and promote mixed-income housing development, especially in today’s
low-income neighborhoods.

As for actual displacement of low-income residents, a reasonable goal is to slow forces for displacement
when they arise and buy time for residents. Freezing neighborhoods in place is neither feasible nor good
for existing residents, Jane Jacobs wrote. But sudden, drastic upheaval in a neighborhood can tear apart
its hard-won social fabric and badly disrupt the lives of a city’s most vulnerable residents.316 Sensible
strategies include the following:

e Helping renters become homeowners, since it’'s much harder for developers to displace a whole
neighborhood if it has many owner-occupied homes.

e Offering developers valuable density bonuses in exchange for including income-restricted units in
new apartment buildings.

e Providing assistance for minor home repairs.

e Slowing the rate of increases in assessed home values for property tax purposes, so struggling
homeowners experience these gradually rather than as a sudden shock.

Convincing people to embrace growth
Change in cities is inevitable, but many people — affluent and lower-income alike — resist it, especially in
their “backyard.” Cities that aim to be relatively affordable opportunity-rich places must convince their

existing residents to embrace or at least tolerate change and growth. In democratically governed cities
with empowered citizens and neighborhood groups, there is no way to avoid this challenge.

86


https://www.city-journal.org/article/just-say-no-to-parks?wallit_nosession=1
https://www.city-journal.org/article/anti-gentrifiers-gone-wild
https://www.city-journal.org/article/anti-gentrifiers-gone-wild
https://www.city-journal.org/article/anti-gentrifiers-gone-wild
https://www.axios.com/local/charlotte/2023/06/26/west-end-development-displacement-growth-332120
https://www.axios.com/local/charlotte/2023/06/26/west-end-development-displacement-growth-332120
https://furmancenter.org/thestoop/entry/new-report-analyzes-new-york-citys-gentrifying-neighborhoods-and-finds-dram

The best way to build a pro-growth consensus, in our view, is for leaders to present a vision aimed at
convincing residents that the specific kinds of growth and change the city has in mind will be good for
them. Cities can, for instance, do the following:

e Plan for mixed-use centers that will give nearby residents more walkability, convenience, retail
options, and job opportunities.

e Pair new housing developments with improved trails and parks and present them as a
package.3!”?

e Articulate a vision for how city government will use new tax revenues from population growth to
improve everyone’s quality of life and hold down tax rates.

Some of America’s fastest-growing suburban cities have been very successful at sustaining public
consensus in favor of long-term growth plans. For instance, Frisco, Texas, has had a consistent, widely
supported long-term plan, overseen by the same city manager for 34 years until 2023, and can point to
specific planned projects that will benefit residents as far out as the 2040s and 2050s.318

Appealing to people’s self-interest and civic pride is likely more effective than trying to shame them into
accepting new development — a tactic that is often tried but fails virtually everywhere.319

Local leaders face particular challenges when they’re trying to overcome community resistance in lower-
income neighborhoods on the cusp of change and new development. Residents’ trust in city government
is often very low, typically with good reason in predominantly Black or Hispanic neighborhoods that have
suffered and remember significant historical injustices.

Addressing this trust deficit can start with appreciating that the reasons residents give for fearing
“gentrification” are often more cultural than economic. A San Francisco activist said that the buses
carrying tech workers to and from her neighborhood seemed like “spaceships on which our alien
overlords have landed to rule over us.” Developers and local leaders planning transformational
investments often show a lack of knowledge or even curiosity about the rich historical heritage of Black or
Hispanic communities in the neighborhood.320

Part of the answer is to create inclusive, respectful processes that engage community residents in
planning for neighborhood change. Cincinnati, Ohio, pioneered an effective process for planning a large
project that resulted in both approval for the project and preservation of many neighborhood homes that
might otherwise have been on a path toward demolition.321

If a city aims to liberalize land-use rules, it can also make sense to plan for gradual implementation. It’s
easier for residents to come to terms with changes if they see them unfold gradually rather than all at
once.322

Principle Six: Get the urban basics right

If a city wants to retain residents and attract more people and businesses, the most important thing its
public sector can do is perform its core functions well. This means ensuring reasonable safety and public
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order, providing good schools, maintaining transportation networks and other vital infrastructure, and
achieving financial sustainability with manageable tax levels — in addition to allowing flexible evolution in
land uses and economic activities.

Quality-of-life amenities and design matter a lot. (See Principle Seven.) But for cities to succeed, the
“urban basics” are nonnegotiable. As Harvard’s Edward Glaeser has written,

“... aesthetic interventions can never substitute for the urban basics. A sexier public space won'’t
bring many jobs if it isn’t safe. All the cafés in Paris won’t entice parents to put their kids in a bad
public school system. If commuting into a city is a lengthy torment, then companies will head for
the suburbs, no matter how many cool museums the city has.”

Glaeser adds:

“The bottom-up nature of urban innovation suggests that the best economic development strategy
may be to attract smart people and get out of the way.”323

Safety and public order

No city, town, or neighborhood can thrive if people don’t feel reasonably safe there. Declining safety and
public order in U.S. cities were among Jane Jacobs’ central themes throughout The Death and Life of
Great American Cities. Crime reduction played a pivotal role in the recovery in fortunes experienced by
New York City and Los Angeles in the 1990s after several tough decades.324

But some cities today are pursuing policies that fuel perceptions among many people that safety and
order aren’t priorities — and that may have caused crime rates to spike. Minneapolis, for instance,
significantly reduced the size of its police force after 2020.325 New York City, Philadelphia, Chicago, San
Francisco, Seattle, and Portland are among the many cities that have made significant criminal justice
system changes since 2020 and have subsequently seen rising crime rates.326 Perceptions of declining
safety have led to the closure of hundreds of grocery and drug stores in these cities, including more than
100 Duane Reade and Rite Aid units in New York City since 2020.327

Safety and order concerns have contributed to the accelerating net migration of people out of leading
Northeast—Pacific Coast cities since 2020.328 Falling populations in these metros undermine incentives for
developers to build homes.

How to reduce violent crime in U.S. cities is beyond the scope of this report. But research does support
several key principles. These include engaging in “obsessive maintenance” (in Charles Marohn’s words),
removing blight, installing good street lights, rehabbing homes in underinvested neighborhoods,
decommissioning tent encampments, and allowing diverse, mixed-use development that puts “eyes on
the street,” as Jacobs put it.32° They also include striking a sensible balance in policing between earning
the trust of communities that have historical reasons not to trust police forces on the one hand and
ensuring safety and order on the other.
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Schools

About 74% of households consider the quality of public schools an “important” or “very important” factor in
deciding where to live, according to a 2013 National Association of Realtors survey.33 Differences in
school quality are “perhaps the most important factor encouraging suburbanization,” Glaeser believes.331

Improving schools is one of the most important steps localities can take to increase demand for homes
and thus induce developers to build. The fast-growing Sun Belt suburbs we highlight in this report almost
universally have respected public school systems.

Infrastructure

History teaches that cities which stop investing adequately in their physical infrastructure experience long-
term decline as a result.332 Cities face two significant infrastructure challenges: keeping their
transportation networks and other infrastructure working for residents and doing it in a way that will be
financially sustainable over the long term.

Average commuting times — a good measure of how well a metro’s transportation infrastructure is working
— have gotten worse in America’s metros since 2010, based on American Community Survey data.” Our
Sun Belt—-Mountain metro areas perform roughly in line with the average metro on this measure, while
their Northeast—Pacific Coast metros perform worse than average.”

Although large city size predicts longer commutes, several large core cities in our Sun Belt—Mountain
metros have better-than-average commuting times, including Charlotte, Dallas, Denver, Nashville,
Phoenix, and San Antonio. The inner-ring suburbs in the Sun Belt—Mountain metros, as we define them,
have commuting times only slightly worse than core cities in these metros,™ reflecting their success in
becoming significant employment centers. Some relatively large suburban cities — like Cary, North
Carolina; Marietta, Georgia; Plano, Texas; and Scottsdale, Arizona — have significantly shorter
commuting times than their neighboring core cities.

On the other hand, many fast-growing outer-ring suburbs in these metros have very high and rising
commute times, which suggests infrastructure challenges are growing.” One notable milestone is that
the average commuting time in the Houston metro caught up with the Los Angeles metro in 2022.

Financial sustainability

The other infrastructure challenge for cities is to build out infrastructure that the city’s tax revenues can
sustainably maintain. Most American metros have developed at such low density that future tax revenues
are unlikely to be sufficient to pay for maintenance and upgrades to their far-flung roads, water mains,
and sewer lines, according to urbanist and civil engineer Charles Marohn.333

* The average one-way commuting time rose to 27.1 minutes in 2022 from 26.0 minutes in 2010 (U.S. Census Bureau, American
Community Survey, 2022 and 2010 five-year estimates).

** The population-weighted average for the 25 Sun Belt-Mountain metros was 27.4 minutes in 2022, up from 26.2 minutes in 2010.
The corresponding figure for the 25 Northeast—Pacific Coast metros was 30.5 minutes, up from 29.6 minutes in 2010.

*** 26.0 minutes in the inner-ring suburbs compared to 25.2 minutes in the core cities (population-weighted averages).

" Most of the counties we classify as “outer-ring” had average commuting times between 30 and 40 minutes in 2022.

&9


https://www.bushcenter.org/publications/the-evolving-geography-of-opportunity-leading-cities-of-the-past-present-and-future

But cities also exist in a competitive environment in which they cannot easily impose above-average tax
rates without driving residents and businesses to other cities. High tax rates have contributed to out-
migration from many coastal and Midwest cities, Stanford University scholars Joshua Rauh and Ryan
Shyu have shown.334

The average state and local tax burden in the 12 states where our Sun Belt—Mountain metros are located
is 9.5%, compared with 12.9% in the 10 states where our Northeast—Pacific Coast metros are located. All
the Sun Belt—Mountain states except Idaho and Utah have tax burdens below the national median of
10.2%."

Principle Seven: Focus on quality placemaking

In addition to getting the urban basics right, cities must compete to offer people attractive neighborhoods
with good quality of life. Cities that perform best in this competition are likely to see expanding housing
demand and thus private-sector interest in increasing home production. By attracting talent and
businesses, they’re also likely to offer the best economic opportunities for their residents.

Quality design is an essential part of good placemaking. While defining quality design is beyond the
scope of this report, we can offer several ideas that connect with the report’s main themes:

e Quality design makes a place interesting by authentically representing the place’s local identity,
rather than making it look like every place else.335

e Quality design reflects diverse styles and building types, enabling a rich mixing of human
activities near one another, rather than a homogeneous top-down vision. Jane Jacobs added that
neighborhoods need to include some older buildings, because there are some valuable tenants —
like independent book shops — that usually can only afford older space.336

e Quality design appeals to ordinary people — not just architects and urban planners — and enables
people to enjoy living in their city in widely diverse ways.

e Quality design welcomes people, brings them together, and promotes strong social capital, trust,
and civic engagement. Leaders in Copenhagen have focused with great intentionality on
designing public spaces with these goals since the 1990s, helping to produce what is widely
considered one of the world’s best urban turnarounds and success stories.337

Growth-minded urban leaders often become well-known for their obsessive emphasis on quality-of-life
and design issues. Joe Riley, mayor of Charleston, South Carolina, for 40 years,” invested heavily not
only in public safety, infrastructure, and physical expansion of his city but also in thoughtful quality-of-life

) Unweighted averages of 2022 tax burdens across states. Sun Belt—-Mountain state tax burdens: Arizona (9.5%), Arkansas
(10.2%), Colorado (9.7%), Florida (9.1%), Georgia (8.9%), Idaho (10.7%), Nevada (9.6%), North Carolina (9.9%), South Carolina
(8.9%), Tennessee (7.6%), Texas (8.6%), Utah (12.1%); Northeast—Pacific Coast state tax burdens: California (13.5%), Connecticut
(15.4%), District of Columbia (12.0%), Hawaii (14.1%), Maryland (11.3%), Massachusetts (11.5%), New Jersey (13.2%), New York
(15.9%), Pennsylvania (10.6%), Rhode Island (11.4%) (Erica York and Jared Walczak, “State and Local Tax Burdens, Calendar
Year 2022” [Tax Foundation, April 7, 2022] https://taxfoundation.org/data/all/state/tax-burden-by-state-2022/).

" 1975-2015.
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improvements. Building on one of America’s most distinctive historic areas, he led a massive investment
program to revitalize downtown commerce, started a prominent arts festival, beautified the city, and took
down the Confederate flag ahead of most other Southern cities. He also rejected development proposals
that didn’t authentically reflect the city’s identity.

On Riley’s watch, Charleston earned accolades like Conde Nast Traveler's recognition as America’s top
tourist destination. It also became one of the nation’s fastest-growing cities after decades of stagnation.338

An additional benefit of quality placemaking is that it helps convince residents to embrace growth and
change, according to urbanist Bill Fulton. The California developer Don Terner, Fulton told us, found that
people critical of urban density tend to underestimate the true density of apartment projects when they
like the design and overestimate that of projects when they don’t.339

Space limits us to a cursory tour of some elements of quality placemaking that have proved to be
important in our Sun Belt—Mountain metros and other 21st century cities.

o Walkability: People appreciate walkable places — meaning neighborhoods where people can
easily walk to destinations they might wish to visit, like parks and commercial areas. They are
willing to pay up to live in or near them, as reflected in large premiums in rents and home prices.
For-sale homes, for instance, can sell for more than double the price of comparable homes in the
same metro if they’re in or near a “walkable urban place” (WalkUP), as George Washington
University’s Christopher Leinberger and colleagues define them.” Price-to-income ratios are some
9% to 18% higher in metros that outperform for walkable commutes, holding other demand
factors constant, based on our data.” People who live in relatively walkable places also have
more civic engagement and trust in their neighbors than other people do, several studies show.340

Characteristics of neighborhoods that make them walkable are straightforward: (1) fine-grained
mixing of activities — the Jane Jacobs Principle — so people can walk from residential to
nonresidential areas; (2) attractive design; (3) safety from crime; and (4) safety from cars. The
fourth prerequisite is the hardest one for many cities, as cars can seem ubiquitous and streets
unsafe.” Creating conditions for safe walkability is primarily about designing streets to calm auto
traffic and only secondarily about speed limits.” Evidence from European cities proves it’s
possible to achieve dramatic improvements in pedestrian safety, but virtually all U.S. cities lack
the will to pursue these measures against motorists’ resistance.

" Rent premiums are smaller but still significant: 16% in the Atlanta metro in 2015 and 37% in the Dallas—Fort Worth metro in 2018
(Christopher B. Leinberger, “The WalkUP Wake-Up Call: Atlanta” [The George Washington University School of Business, 2013];
Tracy Hadden Loh and Christopher B. Leinberger, “The WalkUP Wake-Up Call: Dallas—Fort Worth” [Center for Real Estate and
Urban Analysis, January 2019]).

" Author’s calculations. See Appendix 2 for an explanation of the calculations.

- People are right to be concerned, as pedestrian deaths from collisions with cars have recently reached all-time highs in Austin,
Atlanta, Boston, Denver, and many other cities. (Asher Price, “Austin’s Troubling Traffic Deaths,” Axios Austin, January 23, 2023;
Thomas Wheatley, “Georgia’s Roads Are Deadly for Pedestrians, Report Shows,” Axios Atlanta, April 11, 2022; Irina Matchavariani
and Vanessa Ochavillo, “Mass. Pedestrian Deaths Spiked in 2022,” WBUR, March 30, 2023; Alayna Alvarez, “Denver’s Streets Are
Deadlier Than Ever,” Axios Denver, January 20, 2023).
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Cities in the Sun Belt—-Mountain metros and elsewhere are nonetheless making progress toward
increasing walkability. Leinberger lists 45 established or emerging WalkUPs in the Atlanta metro
and 77 in the Dallas-Fort Worth metro. Most of the emerging WalkUPs in both metros are in
suburban cities. The share of all trips that people make on foot is still a little smaller in the leading
Sun Belt—-Mountain metros than the largest Northeast—Pacific Coast metros, but it’s catching up.”

e Downtowns: Most of the core cities in our Sun Belt-Mountain metros are reinventing their
formerly struggling downtowns as vibrant live-work-play centers. Greenville — where a former
mayor wrote a book called Reimagining Greenville: Building the Best Downtown in America’1—
narrowed its main shopping street to make it more walkable, planted hundreds of trees, built a
minor league baseball stadium with attached condos, created a downtown park around a
neglected waterfall on the Reedy River, and added a walking trail through downtown.342
Fayetteville, Arkansas, is building a new downtown arts district, including outdoor performance
and gathering spaces.343 Colorado Springs has seen more than $2 billion of investment in its
downtown since 2013, bringing new hotels and arts facilities and improved walkability.344

People are voting with their feet. Fort Worth, which is pursuing one of the most celebrated
downtown revitalizations in the United States, now has some 10,000 people living downtown, up
from almost zero in 2000. Downtown Dallas’ resident population has grown to 20,000 from
essentially zero over the same period. Salt Lake City — which has seen the best foot traffic
recovery of all big-city downtowns since the pandemic thanks to its exceptional mixing of activities
— plans to quadruple its downtown resident population.345

¢ Innovation districts: Cities in the Sun Belt and across America are building out innovation
districts, the fastest-growing placemaking strategy in U.S. metro areas today. Innovation districts
are dense, physically compact urban areas where startups and other knowledge-generating
institutions and leading-edge companies of diverse size and industry cluster together to stimulate
creativity, collaboration, innovation, and entrepreneurship. In most cases, innovation district
leaders aspire to create attractive, walkable environments, including substantial housing options.™

America’s innovation districts have proved extremely successful as economic development
engines over the last decade, a first-of-its-kind Bush Institute-SMU Economic Growth Initiative
dataset showed in early 2024.346 Their effects have been most powerful in cities with relatively
pro-growth housing policies, the report shows.

" The average share for the Austin, Atlanta, Charlotte, Dallas—Fort Worth, Phoenix, and Salt Lake City metros was 9% in 2023,
according to Replica data. The average share for Boston, Chicago, Philadelphia, San Francisco, Seattle, and Washington was 13%.
New York City was in a league of its own at 18%.

" We draw this definition from the leading authors on the topic: Julie Wagner, president of the Global Institute on Innovation
Districts (GIID) and Bruce Katz, director of the Nowak Metro Finance Lab at the Lindy Institute for Urban Innovation at Drexel
University (Bruce Katz and Julie Wagner, “The Rise of Innovation Districts: A New Geography of Innovation in America,” Brookings
Metropolitan Policy Program, May 2014, https://www.giid.org/wp-content/uploads/2019/01/innovationdistricts1.pdf; Global Institute
on Innovation Districts, https://www.giid.org). Katz and Wagner define innovation districts as “geographic areas where leading-edge
anchor institutions and companies cluster and connect with startups, business incubators, and accelerators. They are also
physically compact, transit-accessible, and technology wired and offer mixed-use housing, office, and retail.” We slightly rework this
definition because, based on the definition, most of the 36 self-identified innovation districts in our dataset would not fully qualify
under GIID’s strict definition — primarily because of lack of housing and/or transit-based access. We fully agree that GIID’s wording
captures the common aspirations of most innovation district founders and leaders.
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Atlanta, Charlotte, Dallas, Denver, Fort Worth, Houston, Salt Lake City, and San Antonio each
have expanding innovation districts in or close to their downtowns. Arizona State University
operates five innovation districts in the Phoenix area. These include one that has contributed
significantly to the revitalization of downtown Phoenix and a new health care-focused district the
university is developing in northern Phoenix in partnership with the Mayo Clinic. Research
Triangle Park, which has transformed the economies of Raleigh and neighboring Durham, North
Carolina, since its launch in 1960, is developing a new alternative downtown in the heart of the
park, with substantial housing planned.

Parks, trails, and waterfronts: Green space figures prominently in urban placemaking initiatives
everywhere. Well-designed parks, trails, and waterfronts lead to substantial health benefits,
greater trust among residents, less crime, and lower summer temperatures. They also create 5%
to 10% property value premiums for homes located nearby.347 Like premium values for homes in
walkable neighborhoods, the size of these price differences shows that homes in such locations
are scarcer than they should be.

The most popular parks and trails connect well to surrounding neighborhoods and support a wide
diversity of human activities, Jane Jacobs wrote. On the other hand, she observed, parks that feel
isolated and cut off from nearby neighborhoods are often the least safe places in cities.348

The cities of Atlanta, Boise, Denver, Plano, and St. Petersburg rank among the top quarter of
America’s 100 largest cities on the Trust for Public Land’s “ParkScore,” which measures park
quality and access, but most Sun Belt—Mountain cities rank as middle-of-the-pack or worse in this
area.’49 Houston has been a Sun Belt leader in developing conservancy organizations to improve
and maintain some of its largest parks, following the example of New York’s Central Park
Conservancy and Friends of the High Line.350 Booming suburbs like Frisco and Allen, Texas, are
investing heavily in quality parks and trails as they expand outwards. Chattanooga, Tennessee —
once dismissed as “the Pittsburgh of the South” for its rusting metalworking facilities — has
transformed its Tennessee River waterfront into a beloved downtown park, now surrounded by
new apartment buildings.351

Other placemaking assets: Some cities have created an attractive sense of place through
simple measures like allowing “streeteries” — streetside tables outside restaurants that popped up
during the pandemic — to stay open. Houston made its COVID-era streetery rules permanent in
2023 — in contrast to Philadelphia, which has largely regulated its popular streeteries out of
existence. Sun Belt cities also mostly rank in the upper half of cities for the permissiveness of
their rules governing food trucks, a 2022 study of regulations in 20 cities found. Denver and
Orlando ranked second and third, after Portland, Oregon.

Other cities are engaging in purposeful placemaking on a grander scale through initiatives to build
walkable alternative downtowns. These include Nashville’s massive redevelopment of the East

Bank of the Cumberland River and Charlotte’s booming South End neighborhood.352

Quality placemaking in suburbs: Booming suburban cities across the Sun Belt are investing
heavily to create engaging downtowns, with walkable town squares and main streets, streeteries,
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arts facilities, and ample apartments and townhomes.” Some prominent examples: Cary in the
Raleigh metro; Katy, Spring Cypress, and Sugar Land in the Houston metro; McKinney, Prosper,
and Southlake in the Dallas-Fort Worth metro; Buckeye and Surprise in the Phoenix metro; and
Draper in the Salt Lake City metro.353 Residents can do “everything [they’ve] been doing, and live
in a nicer, more comfortable environment,” said one tech executive who recently relocated to Katy
from San Francisco.354

Mobility: Cities must focus not only on creating as many quality neighborhoods as they can but
also on ensuring efficient ways for people to move among them. The starting point for maximizing
people’s ability to get to work and other destinations should be the Jane Jacobs Principle: The
more cities intermingle land uses, the closer people can live to their main destinations. But many
people must inevitably travel long distances in even the best designed cities — because they can'’t
afford to live near their city’s highest-opportunity job centers, they’re making compromises as part
of a two-career family, or they prefer to live in certain kinds of neighborhoods. The goal of mobility
policies should be to give as many residents as possible the ability to get to most or all the jobs in
the city’s labor market within a manageable period of time, not to minimize travel distance,
urbanist Alain Bertaud writes.3%5 In Jane Jacobs’ words: “The point of cities is multiplicity of
choice. It is impossible to take advantage of multiplicity of choice without being able to get around
easily.”356

For the vast majority of Americans, the answer is not public transit in the 20th century sense.
Ridership on transit systems has been in long-term decline throughout the 21st century. It
dropped far further during the pandemic and remains more than 20% below 2019 levels.357. In
2022, public transit constituted the main means of getting to work for just 3.6% of working people
in America’s 250 largest metros — and only 1.6% of people outside our 25 Northeast—Pacific
Coast metros. Fully three-quarters of all regular transit riders are in just seven large, dense
metros,”™ with 48% in the New York City metro alone.358 The reasons for low ridership are
straightforward: It takes much longer to get places on public transit than in a car in all but the
most congested cities; transit systems are unreliable and unpleasant in some cities; fares are
becoming a lot higher; and many people perceive them as unsafe and becoming more s0.35°

The economics of light rail are extremely poor in all but the densest metro areas. The Dallas Area
Rapid Transit Authority (DART)’s ridership projections suggest a capital cost per daily rider of
$220,000 on its Silver Line and $600,000 on its Orange Line.360 Almost all light rail systems lose
money at the operating level and stay afloat through subsidies. Losses per rider are even higher
in suburbs — where most population growth is happening — than in core cities, in view of very low
ridership.361

* Urbanist Jeff Speck, a leading authority on creating walkable places, said of new mixed-use centers in Sun Belt suburban cities:
“When done properly, they seem to be an almost surefire real estate home run, because the hundreds of thousands of people
surrounding them are almost starved for urbanism” (Speck, Walkable City Rules, 236-7).

** Consider the Dallas Area Rapid Transit System (DART): Weekday average ridership on DART buses fell to 110,000 in 2017 from
164,000 in 2001 even as the population of DART’s service area boomed (“A Transit Problem,” editorial, Dallas News, July 13,
2017). By 2023, it stood at 88,000. Weekday average ridership on DART’s light rail system fell to 62,000 in 2023 from 96,000 in
2014 (“Facts About Dallas Area Rapid Transit (DART),” Dallas Area Rapid Transit, accessed January 31, 2025,
https://www.dart.org/about/about-dart/about-dart/dart-facts; Andrew Keatts, “In Texas, Two Dramatically Different Transit

Philosophies Emerge,” Urban Edge (blog), Kinder Institute for Urban Research, October 28, 2015).
" New York City, Chicago, Los Angeles, Boston, Washington, San Francisco, and Philadelphia.
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Cities should allow market forces to determine population densities and build transportation
infrastructure that these density levels will support, rather than planning transformational
investments that might theoretically deliver density consistent with urban planners’ transit goals.”
For many cities this means scaling back light rail plans and emphasizing more economically
manageable bus networks. The Raleigh, Houston, Denver, and Salt Lake City metros are among
the cities that have recently recalibrated policies in this direction.362 Plano decided to reduce its
sale tax contribution to DART in early 2024.363

Cities should also recognize that, outside the densest large metros, public transit is primarily a
service that supports low-income people who can’t afford other modes of transportation. Cities
like Houston are building out services aimed at helping the people who need it most — like high-
frequency bus rapid transit lines and Uber Pool-like technologies focused on lower-income
neighborhoods.

For everyone else, the main answer is high-quality road networks, including high-occupancy
vehicle lanes and charging systems to support transitions to electric vehicles. Building out
highways does, as critics argue, induce additional demand by supporting suburban expansion
rather than meaningfully reduce commuting times.364 But the largest Sun Belt—Mountain metros
show that it’s possible to build a vast, expansive metro area and still hold average commutes
below 30 minutes each way — which is a tolerable level for most people. At the same time, quality
placemaking implies more effective separation of roads that are meant to move people quickly
from streets running through dense urban areas with many pedestrians, Charles Marohn explains
in his book Confessions of a Recovering Engineer: Transportation for a Strong Town.365

Congestion pricing — charging tolls for vehicular access to dense areas, often at rates which vary
with congestion levels — is a sound economic idea.366 But the controversy over New York
Governor Kathy Hochul’s congestion pricing system for Manhattan — opposed by many suburban
commuters and now by the Trump Administration — suggests that this strategy might be politically
difficult in most U.S. cities for the time being.36” More generally, policies that make it more painful
to commute by car in core cities are likely to result in even less commuting to traditional
downtowns and more business relocations to accessible suburbs. This is why Washington mayor
Muriel Bowser dismissed a congestion pricing proposal for her city, calling it a “downtown
killer.”368

Principle Eight: Subsidize housing — but in efficient and limited ways
Why new subsidized housing has a limited (though useful) role

Cities should help lower-income residents who can’t afford a market-rate home. But they should do so in
ways that stretch available resources as far as they can go and do as much good as possible.

Subsidized housing supply must necessarily play a limited, targeted role in how cities provide this help,
for three reasons:

" Both Alain Bertaud and Charles Marohn forcefully make this argument (Alain Bertaud, Order Without Design: How Markets Shape
Cities [MIT Press, 2018], 140; Marohn, Confessions of a Recovering Engineer, 179).
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Most low-income families currently live in homes that have “filtered down” through the market by
aging out of the market-rate segment — “naturally occurring affordable housing” (NOAH), as many
call it. This reality is good news for cities, because otherwise they would waste countless homes
that still have significant useful lives ahead but that more affluent residents have left behind.
Cities should in some cases help low-income residents cover the rent, but they don’t need to
subsidize the construction of tomorrow’s naturally occurring affordable housing, since it is today’s
midrange market-rate housing.

Local governments never have enough funds to make more than a small dent in the problem. The
reason: Subsidizing construction of a new home is the most expensive thing governments ever
do to help a family. Available dollars just don’t go very far. This is why actual new units built
through affordable housing initiatives routinely come in well below the unrealistic numbers that
governments promise. Austin announced a goal in 2017 to add 60,000 new income-restricted
units over the subsequent decade — then delivered 900 over the first four years of the plan.369
Dallas targeted 20,000 over three years in a 2018 plan, but managed only a few hundred.370
Greenville, South Carolina, aimed for 10,000 over a decade in a policy launched the same year
and wound up adding 700 between 2018 and 2023.371

Sometimes cities and states pursue inefficient policies that ensure dollars devoted to new
construction produce even fewer units than they should. Building a subsidized apartment in Los
Angeles typically costs more than $1 million now because of California’s complex rules and
mandates.372 A federal program to build homes on Native reservations has spent $700,000 per
unit, despite inexpensive land.373

Some policies — like Dallas’s 2018 decision to support new subsidized housing only in “high-
opportunity” areas — guarantee that available dollars will produce relatively few units.374
Subsidized housing initiatives also invite fraud on the part of developers — inevitable when
governments are spending such large sums, often with poor accountability.375

Cities should limit their reliance on subsidized new buildings for a larger reason as well:
Consigning low-income people to buildings or zones devoted entirely to low-income housing
reinforces segregation along income lines and undermines opportunity for beneficiaries. Jane
Jacobs argued that low-income people have similar housing needs as more affluent people and
differ only in their ability to pay. When cities create dedicated neighborhoods for low-income
families, with apartment buildings built by a separate industry of developers who operate only in
such areas, the result is cities divided into separate and unequal zones.376

In addition to the harm this segregation does to a city’s social fabric and to tenants living in these
“affordable” enclaves, no one in the city other than the potential tenants has anything to gain from
such developments, American Enterprise Institute scholar Stan Veuger notes.377 Consequently,
residents oppose new “affordable” developments throughout the city, and few get built.

Subsidized homes, new or existing, should nonetheless play an important, if targeted, role in addressing
the nation’s affordability crisis. Even if a city implements Principles One through Seven perfectly, it will
import some of the housing problems of other cities with more restrictive policies in the form of in-
migration, which drives up home prices. Unless all cities create well-functioning housing markets, all cities
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will have significant populations facing cost burdens and constrained opportunity because too few homes
are affordable to them. Subsidized units help.

Cities should in some cases subsidize new development to give low- to moderate-income residents
opportunities to live in specific locations.

o New homes in commercial areas or near public transit stops are likely to open up outsized job
opportunities for lower-income residents.

e New homes reserved for workers in essential occupations can help address a city’s employment
needs, for instance, by helping moderate-income health care professionals live near hospitals or
by helping police and fire professionals live near their workplaces.

o New homes in central locations can help a city with declining population consolidate schools and
other essential services to better serve all residents.

When cities do subsidize new development, they should do their best to navigate the inevitable tradeoff
between good location on the one hand and stretching dollars to help as many as possible on the other.

New subsidized development at the metro-area level: Nine of our 25 Sun Belt—Mountain metros rank
in the top quarter of America’s 100 largest metros for new subsidized, income-restricted apartments per
capita, as Table 4 shows.” These include top-ranked Austin, fourth-ranked Denver, and ninth-ranked San
Antonio. Only one of our 25 metros — Fayetteville-Springdale-Rogers — ranks in the bottom quarter on this
measure. Four large Pacific Coast metros — second-ranked Seattle plus San Diego, San Francisco, and
San Jose — score in the top quarter of the country’s 100 largest metros as well.

Stark differences separate high and low performers on this metric. Each of the 15 highest ranking metros
has produced between three and 10 times as many new subsidized apartments per capita as Boston,
Chicago, Milwaukee, Pittsburgh, or Providence. If metros that rank low for subsidized housing scored
high for midrange market rate units, they might be making reasonable tradeoffs. But most low-performing
metros also have relatively restrictive land-use rules overall. Fayetteville-Springdale-Rogers and Durham-
Chapel Hill are the only metros that rank in the bottom quarter for subsidized units but the top quarter for
pro-growth policies.

High-performing metros generally have either very pro-growth policies or extreme affordability crises. The
latter group, including the five California and Hawaii metros that rank in the top quarter of our rankings,
have responded to their housing problems with generous subsidies for income-restricted housing but not
with looser restrictions on market-rate development. Several high-ranking metros are also top performers
on quantitative measures of social capital. These include Denver, Des Moines, Madison, Minneapolis-St.
Paul, Salt Lake City, and Provo.”

* See data on production of new subsidized units in the largest metros in Table H, Appendix 3 and full data in the online Data
Appendix.

** Each of these metros scores near the top of all metros on the U.S. Congress Joint Economic Committee’s composite social
capital measure. (Joint Economic Committee — Republicans, “The Geography of Social Capital in America” [SCP Report No. 1-18,
April 2018].)
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Table 4
New subsidized apartment production per capita, 2010-2023
(Metros with highest and lowest production among the 100 largest metro areas)

Metro Builds Metro Builds

1| Austin-Round Rock-Georgetown, TX 0.0091 65| Tucson, AZ 0.0015
2 [Seattle-Tacoma-Bellevue, WA 0.0083 66| Tulsa, OK 0.0012
3[Spokane-Spokane Valley, WA 0.0071 67|Boston-Cambridge, MA-NH 0.0012
4|Denver-Aurora-Lakewood, CO 0.0067 68 |Buffalo-Cheektowaga, NY 0.0012
5|Richmond, VA 0.0064 69 |Syracuse, NY 0.0012
6|El Paso, TX 0.0051 70|Cleveland-Elyria, OH 0.0012
7|San Francisco-Oakland-Berkeley, CA 0.0049 71 |Durham-Chapel Hill, NC 0.0012
8|Minneapolis-St. Paul, MN-WI 0.0049 72| Akron, OH 0.0012
9|San Antonio-New Braunfels, TX 0.0046 73 |Dayton-Kettering, OH 0.0011
10{McAllen-Edinburg-Mission, TX 0.0045 74| Toledo, OH 0.0011
11{Nashville-Davidson, TN 0.0042 75 |Oklahoma City, OK 0.0011
12|Madison, WI 0.0042 76 |Milwaukee-Waukesha, WI 0.0011
13|Honolulu, HI 0.0040 77|St. Louis, MO-IL 0.0011
14(Bridgeport-Stamford-Norwalk, CT 0.0039 78 |Chicago-Naperville, IL-IN-WI 0.0010
15|Provo-Orem, UT 0.0039 79| Providence-Warwick, RI-MA 0.0009
16|Miami-Fort Lauderdale, FL 0.0039 80|Cincinnati, OH-KY-IN 0.0009
17(Des Moines-West Des Moines, [A 0.0038 81 |Fayetteville-Springdale, AR 0.0009
18|Raleigh-Cary, NC 0.0038 82| Wichita, KS 0.0008
19|Portland-Vancouver, OR-WA 0.0037 83 |Kansas City, MO-KS 0.0007
20| Charlotte-Concord-Gastonia, NC-SC 0.0034 84| Allentown-Bethlehem, PA-NJ 0.0007
21|Salt Lake City, UT 0.0034 85|Little Rock, AR 0.0007
22|San Jose-Sunnyvale-Santa Clara, CA 0.0033 86|Jackson, MS 0.0007
23 [Indianapolis-Carmel-Anderson, IN 0.0031 87|0gden-Clearfield, UT 0.0006
24 |Tampa-St. Petersburg-Clearwater, FL 0.0030 88 |Detroit-Warren-Dearborn, MI 0.0005
25(San Diego-Chula Vista-Carlsbad, CA 0.0029 89 Pittsburgh, PA 0.0003

Average 0.0024

Source: Author’s calculations based on Yardi Matrix and U.S. Census data. See data for 89 of the 100 largest metros in Table H,
Appendix 3, and underlying data in the online Data Appendix. Yardi’s dataset doesn’t cover the other 11.

Although our 25 Northeast—Pacific Coast metros have mostly underperformed our Sun Belt—-Mountain
metros for subsidized home production on a per-capita basis since 2010, their stock of subsidized units
per capita is still about 50% larger than the Sun Belt—Mountain metros as a result of production in earlier
periods.” Even in the Northeast—Pacific Coast metros, however, the stock of subsidized homes amounts
to only 3% of the total housing stock — covering less than a 10th of the population of qualified residents.

New subsidized development in Sun Belt—Mountain localities: Ten core cities rank among the 25
best-performing Sun Belt—Mountain localities in our dataset for subsidized home production since 2010:
second-ranked Fort Worth, Jacksonville, Atlanta, Charlotte; Fort Myers, Salt Lake City, Charleston,
Denver, Austin, and Greenville. The other 15, led by Wake Forest, North Carolina, consist mostly of
Texas, North Carolina, and Colorado suburbs.

" See data on production and inventory of subsidized units per capita in the largest metros in Tables H and |, Appendix 3, and full
data in the online Data Appendix.
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Low-performing core cities are mostly in the West: Boise, Las Vegas, and Phoenix.”

Neighboring suburbs make dramatically different choices regarding subsidized homes. McKinney, Texas,
for instance, produced three times as many subsidized units on a per-capita basis between 2010 and
2023 as next-door Frisco. As of 2023, McKinney had roughly five times as many units in existence per
capita as Frisco and eight times more units funded through the federal low income housing tax credit
program.378

As for location, Greenville leads the core cities in these metros for building subsidized units in relatively
affluent, thriving areas of the city, followed by Tampa, San Antonio, and Raleigh. Most of our core cities
have built subsidized homes primarily in areas with below-average incomes, slow population growth, and
large Black or Hispanic population shares, as we note in Section lll. On the other hand, most core cities
and larger suburbs in our Sun Belt metros have disproportionately built midrange apartments — the
naturally occurring affordable housing of the future — in affluent, growing areas since 2010.”

Preserving and repairing existing affordable homes

Cities should lean heavily toward preserving and rehabbing existing homes that are affordable to low-
income residents rather than building new subsidized units, since they can typically stretch available
resources so much further this way.

Consider a Dallas family earning $40,000, approximately half of America’s median household income in
2024. If policymakers wish to make a rental apartment available to them at 30% of their income, or
$12,000 per year, private-sector lenders would likely lend a developer up to about $120,000 to buy or
build an apartment based on the family’s capacity to pay this rent. Building new affordable apartments in
the Dallas area costs between $250,000 and $300,000 per unit in 2024, while buying an older apartment
complex and modestly rehabbing it costs between $150,000 and $200,000 per unit.”* Based on the
midpoints of these ranges, building a new unit for the family would cost three times as much in subsidies
as preserving and rehabbing an older one.™™

Real-world evidence is consistent with our estimates of how much subsidy it takes to build new income-
restricted apartments. In Austin, two bond issues in 2013 and 2018 generated 3,707 units at a cost of
$85,000 per unit in bond money.37° But it took significant (undisclosed) additional subsidies to get these
done, so total subsidies were well over $100,000 per unit — and this was before the 30%-plus increases in
labor and materials costs that have taken place since 2020.380

" See data on production and inventory of subsidized units per capita in localities within the 25 Sun Belt-Mountain metros in Tables
J and K, Appendix 3, and full data in the online Data Appendix.

™ See summary data on the location of new subsidized and midrange apartments in Table F, Appendix 3.

" We base these estimates on news reports on the cost of new developments (Nick Wooten, “$76 Million Affordable Housing
Development Slated for Dallas County Construction,” Dallas News, April 16, 2024), LoopNet listings of older buildings, and an
assumption that rehabbing an older unit sufficiently to attract our hypothetical family might cost up to $25,000 (“Cost to Renovate a
House: Average Renovation Costs Per Square Foot,” Togal.Al, accessed January 31, 2025).

**** Our calculation: The cost of subsidizing a new apartment would $275,000 less the $120,000 that we assume private-sector
lenders would rationally finance, or $155,000. The cost of subsidizing the purchase and rehab of an older unit would be $175,000
less $120,000, or $55,000.
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Cities can support preservation and rehab either by subsidizing acquisition of older units by private-sector
and nonprofit landlords or by helping pay for repairs. North Carolina is among the states that have built
substantial programs to subsidize major repairs.38!

Preserving and rehabbing older apartment buildings is a strategy that can scale. Just over half of
America’s housing stock was built before 1970, and over a quarter of it before 1950.382 Meanwhile, state
and local governments collectively spend more than $50 billion per year on subsidized housing.28 We
conservatively estimate that these funds would bring at least quarter million more units into the subsidized
segment of the market each year if cities spent it entirely on subsidizing preservation than if they spent it
all on new units — a difference of more than 6 million units over the next 25 years.

Securing land for new subsidized homes

Raw land or land that can be repurposed from other uses should figure prominently in any strategy to
accelerate the development of new subsidized homes.

City governments as well as school districts and public transit agencies typically own large portfolios of
unused or underutilized land. Additional land is in private hands. Vacant land constitutes 16.7% of the
physical footprint of the average large city, though not all of it is suitable for residential development.

The city of Dallas has 91,000 acres of undeveloped land, the most of any U.S. city, according to a study
by Yardi Systems’ Commercial Café. Fort Worth has 75,000, while Houston, San Antonio, and Phoenix
round out the top five cities on this measure. Dallas’ city government owns some 50,000 undeveloped
acres. Dallas also has 475 land parcels already zoned for apartments that could hold 100,000 units, a
2023 RentCafé study found.

But most city governments don’t have management entities that control this land, think about how to
activate it, and have authority to acquire additional land for future development. Consequently, private
sector initiatives to buy government-owned land for development often move at a tortuously slow pace.
Many well-located parcels sit vacant for decades.

All cities should have a management entity, perhaps structured as a quasi-autonomous urban
development corporation or as an external municipal property advisor answerable to city government, that
focuses primarily on converting unused or underutilized land into much-needed homes or revenue-
generating commercial properties. City governments and other public authorities should identify land
holdings available for development and turn them over to empowered management entities as quickly as
possible.

Public land management entities should do the following to address their city’s affordability crisis and
stimulate economic development in underinvested areas:

e Develop transparent strategic plans for every parcel. Choose locations for future subsidized
homes that balance the goals of giving residents access to economic opportunities and stretching
subsidy budgets to help as many people as possible. Plan on using land in the least attractive
locations for nonresidential purposes like industrial development.

100


https://www.nchfa.com/current-homeowners/repair-your-home/single-family-rehabilitation-program
https://data.census.gov/table/ACSDP1Y2021.DP04?q=DP04:%20SELECTED%20HOUSING%20CHARACTERISTICS
https://data.census.gov/table/ACSDP1Y2021.DP04?q=DP04:%20SELECTED%20HOUSING%20CHARACTERISTICS
https://www.urban.org/policy-centers/cross-center-initiatives/state-and-local-finance-initiative/state-and-local-backgrounders/state-and-local-expenditures

e Try to buy up additional land early and cheaply in locations that are likely to experience significant
development and price appreciation, perhaps resulting from planned public investments in
infrastructure or quality-of-life amenities. Atlanta is among the U.S. cities focused on executing
this strategy.384 Copenhagen is famous for doing it well.385

e Set aside a reasonable portion of land in planned development areas for parks, trails, and other
outdoor amenities. Although they won’t generate property tax revenues, studies show that they
will increase the value of nearby properties by 5% to 10%.386

e Make land intended for residential or commercial development available cheaply to qualified
developers. Don’t be “penny-wise and pound-foolish” and hold out for the highest possible price.
Future property tax revenues will likely make up for the foregone profits. In any case, cities have
a strong interest in helping low-income residents afford decent housing in relatively good
locations even if they lose money by doing so. Raleigh has been aggressive in getting land into
the hands of developers to activate strategic locations — such as land adjacent to the city’s
Dorothea Dix Park, now undergoing transformational improvements.387

Building subsidized housing with low-income housing tax credits

Cities and states should aim to add new homes funded through the federal low income housing tax credit
(LIHTC) program in ways that both promote opportunity and help as many people as possible,
recognizing that these goals present inevitable tradeoffs. But they should also diversify their affordable
housing strategies away from overreliance on LIHTC-funded construction.

The LIHTC program is the mainstay of new subsidized home production in the United States. Since 2010,
the program has supported development of some 40,000 to 60,000 units annually, amounting to 10% to
15% of total apartment construction in a typical year. LIHTC-funded units comprise more than 70% of
subsidized apartments built in the 208 Sun Belt—Mountain localities for which we have data. Since the
program’s inception in 1986, it has generated over 3.1 million homes, or just over 2% of America’s
housing stock.

The LIHTC program ensures that 3.1 million households have access to homes they can afford. LIHTC
development, moreover, hasn’t crowded out market-rate development in booming Sun Belt—Mountain
metros, countering concerns some researchers have raised.388.”

States exercise considerable control over where LIHTC-funded apartments get built because each state
periodically publishes a Qualified Allocation Plan (QAP) defining a point system to choose projects for the
program’s competitive 9% credits.™ Localities also influence project locations through various land-use
powers.

Promoting opportunity means locating new units reasonably close to thriving job centers or in some cases
public transit stops. Stretching available resources as far as they can go means building in locations

* See regression results in the online Data Appendix.

** The program’s lucrative 9% credits give awardees a transferable credit against federal taxes equal to 9% of their project’s
qualified costs for 10 years. Developers generally sell their credits to financial institutions upfront at a discount, such that proceeds
fund about 70% of project costs, on average. The program also provides developers of other qualified projects a 4% credit against
federal taxes on a noncompetitive basis.
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where land is cheap. As these goals are typically in conflict with one another, local authorities should
focus on navigating the tradeoffs as efficiently as possible without leaning entirely toward one goal. States
should make their QAP point systems as flexible as possible to empower local authorities.

At the same time, cities and states should diversify their strategies, in view of the program’s significant
shortcomings:

o LIHTC-funded units cost at least 20% more to build than comparable apartments funded by other
means, Purdue University economist Michael Eriksen has shown.38% These costs are a result of
program rules, bureaucratic complexity, and bad incentives leading some developers to pad
costs, sometimes fraudulently.3%° LIHTC subsidies per unit averaged over $150,000 some years
between 2010 and 2020.391 Post-2020 data isn’t readily available, but construction cost inflation
has likely raised per-unit subsidies further.”

e The program’s allocation system empowers state and local officials to award lucrative assets in
ways that are inherently political, further undermining the program’s effectiveness.

e The program’s funding fluctuates tremendously with the economy, since tax credits are more
valuable to investors in good times.

e LIHTC deals don’t work financially for developers when land prices rise too high.

e The LIHTC program doesn’t work well for building small structures in infill locations, Marohn and
Herriges point out.392 One reason: Since developers aren’t allowed to include the cost of parking
spaces in their basis calculation, they usually must build surface parking, reducing the number of
units they can fit onto available land.

e It's far harder than it should be to combine LIHTC credits with private funding sources in the same
development, many developers say.3? This is partly because the short timelines over which
development must occur often make it impossible to access other public funds that become
available at incompatible points in the calendar.

e LIHTC deals usually don’t help the poorest residents in neighborhoods, because the rents these
families can afford are too low to make deals work even with tax credits.

e Subsidizing production of an apartment building in a particular location is inherently less efficient
than demand subsidies (like Section 8 housing choice vouchers) that allow beneficiaries to move
around for work opportunities. Cities are continuously changing, moreover, so permanently
attaching subsidy dollars to specific buildings unnecessarily constrains efforts to help low-income
people find well-located homes they can afford.

e Cities and states often make the program even more geographically inflexible through arbitrary
policies. Critics have long argued that cities have concentrated poverty by locating LIHTC-funded

" Some estimates for the high cost of producing LIHTC-funded units are higher than Eriksen’s estimate. The average new LIHTC-
funded unit costs about $450,000 to build, compared to about $300,000 for a similar non-LIHTC unit, according to American
Enterprise Institute research. (Edward Pinto and Tobias Peter, “Kamala Harris’s Housing Plan Would Be Worse Than Doing
Nothing,” Opinion, Newsweek, updated September 4, 2024.)
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units in low-income areas.3% Our data on core cities in the Sun Belt—-Mountain metros is
consistent with this criticism. But Texas has swung in the other direction in its 2024 QAP, with so
many rules aimed at reversing this pattern that few places on the map are viable locations for
development.39 Dallas moved so far in this direction — without adequately considering the
difficulties of building in what the city deemed “high-opportunity” areas — that subsidized
apartment production fell 88% in the 2017-2023 period from the 2010-2016 period.39%

e  While the program allows for projects focused on preserving and rehabbing older apartment
buildings, state QAPs push the vast majority of LIHTC funding to new construction.397

e Similarly, state QAPs mostly encourage developers to build buildings consisting entirely of
income-restricted apartments, undermining the goal of creating mixed-income communities. Fully
96% of all units in buildings built with LIHTC funding between 2010 and 2021 in the Sun Belt—
Mountain localities for which we have data are income restricted.39

Some localities in our Sun Belt-Metro metro areas have built far more LIHTC-funded apartments than
others. Cities that score high for LIHTC production — Atlanta, Denver, Greenville, Salt Lake City, Leander,
and Kissimmee, Florida — added more than four times as many units per capita as Dallas, Houston, or
San Antonio between 2010 and 2021."

Cities that score high for LIHTC production also tend to score high for income-restricted units in general,
based on our regression analysis. But LIHTC production isn’t predictive of how cities perform for holding
down housing cost burdens for lower-income households. Overall housing production is much more
important, in view of the modest scale of LIHTC-funded construction.™

Creating new funding streams to support affordability

Cities should develop new funding streams and policy programs to make homes reasonably affordable for
as many residents as possible. They should focus on preserving naturally occurring affordable housing,
making it available to people who need it most, and promoting mixed-income communities in financially
sustainable ways.

Cities typically have access to several funding streams for housing outside of the LIHTC program and
federal Section 8 housing choice vouchers. These include general fund appropriations, dedicated bond
proceeds, and foregone tax revenues in exchange for income-restricted units in structures like tax
increment financing (TIF) districts. Philanthropic funders supplement these streams in many cities.

Austin raised $350 million for housing in a dedicated bond offering in 2022, while Charlotte issued $100
million in dedicated bonds in 2024.3%9° TIFs and similar structures have generated several thousand new
units in Dallas and Houston, though they have come under criticism for locking significant shares of each
city’s tax revenues into specific, sometime affluent geographic zones.400

* See LIHTC production per capita for Sun Belt-Mountain localities in Table L, Appendix 3 and underlying data in the online Data
Appendix.
" See regression results in the online Data Appendix.
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America’s cities need to develop new avenues to make more of their existing rental housing stock
affordable to their lowest-income residents at scale, bypassing the inflexibilities of the LIHTC program.

Cities should experiment with different approaches and see what works in real-world markets. Some
ideas:

e Create lending programs that offer for-profit or nonprofit landlords submarket interest rates, long
maturities, and other favorable terms in exchange for making units affordable to low-income
people. A landlord could secure attractive financing to buy an existing market-rate building in
return for charging below-market rents for some, most, or all the units in a building.

e Consider sweetening the terms for landlords who create mixed-income tenant bases. Allow
individual units to move back and forth between market-rate and submarket rents as market
conditions evolve.

e Offer grants to landlords to support buying and rehabbing old apartment buildings.

e Make funding streams available automatically to qualified for-profit or nonprofit landlords, so that
they don’t have to get specific city council approvals for individual projects.

e Turn government-owned land into new funding streams by entering into ground leases with
residential and commercial developers.

e Get creative in mixing public-sector and philanthropic funding streams. One possibility: Offer

attractively priced second-mortgage loans to landlords leveraging senior loans from philanthropic
players to attract philanthropic capital into the affordable rental space.

e Build partnerships among local governments, landlords, and large employers like hospitals and
school districts to buy and rehab older buildings close to workplaces and make units available to
moderate-income essential employees at preferential rents.

Promoting homeownership through community land trusts or shared equity structures

Cities should promote homeownership among lower-income residents. The single best way they can do
so is to allow developers to build more market-rate housing of all kinds, so that prices for starter homes
will be lower relative to people’s incomes.

Some additional measures cities can pursue to help lower-income families become homeowners:

o Offer loans with sweetened terms to landlords in exchange for offering rent-to-own opportunities
to lower-income tenants.

e Offer loans or grants to support conversion of rental apartment buildings into condos with
preferential entry prices for existing tenants.

e  Support the growth of community land trusts, provided there are nonprofits prepared to manage
them in view of the organizational complexity they present. Encourage land trusts focused on
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financing homeownership citywide, allowing people to live anywhere, rather than serving only
contiguous areas.40! Encourage land trusts to emphasize helping beneficiaries access existing
homes rather than building news ones to create as many homeowners as possible.

e Build partnerships with financial institutions to offer shared-equity mortgages to qualified lower-
income residents. One possibility: Local governments could reduce risk for lenders and attract
them into the space by guaranteeing them a minimum return should home values decline.

e Avoid direct grants to residents to cover down payments. This kind of demand subsidy drives up
home prices and reduces the probability that recipients will become stable homeowners by
eliminating their “skin in the game.”402

A role for social housing?

If cities and states pursue policies to build or operate government-owned rental housing — often called
social housing rather than public housing today — they should avoid repeating failed policies of the past.

Specifically, they should aim for dispersed, human-scale buildings with tenants of varying income levels,
preferably close to job centers or public transit stops, rather than concentrating low-income tenants in
large, isolated facilities like the public housing projects of the 1950s and 1960s. And they should combine
public-sector and private sector assets in ways that employ the best of both — meaning public-sector
funding but private sector management expertise.

History hasn’t been kind to giant public housing projects like Chicago’s Cabrini-Green and St. Louis’s
Pruitt-lgoe.493 Contrary to initial promises, they became known for squalor and violent crime — leading
cities to demolish most of them by the 1990s. Their failures had many causes: They consisted of massive
brutalist-style structures removed from ordinary urban life; they concentrated poverty in dense locations;
and they had public-sector landlords with no incentive to keep them in good shape, including in some
cases officials with racist motives who shamefully neglected them. Even today, the New York City
Housing Authority — the nation’s largest public-sector landlord — has earned a reputation for corruption
and mismanagement.404

Yet social housing, like rent control, is making a comeback. Seattle in particular has responded to its
affordability crisis with plans for a public-sector entity that will build and operate rental buildings.405."

Supporters often cite European countries where large proportions of the population live in government-
owned or financed apartment buildings. American cities should draw accurate rather than rose-tinted
lessons from these examples. Consider three prominent models:

e Vienna, Austria, where 60% of residents live in government-owned or -funded rent-controlled
apartments, is the most cited example. Vienna’s system delivers moderate affordability, though
rents for government-owned units are about the same as in for-profit buildings in Berlin, according

* For forceful cases in favor of social housing, see Peter Moskowitz, How to Kill a City: Gentrification, Inequality, and the Fight for
the Neighborhood (Nation Books, 2018); Daniel Aldana Cohen and Mark Paul, “The Case for Social Housing,” The Appeal,
November 2, 2020, https://theappeal.org/the-lab/report/the-case-for-social-housing; and Fran Quigley, “The Case for Social
Housing: Ending the Affordability Crisis,” Commonweal, March 15, 2023, https://www.commonwealmagazine.org/case-social-
housing.
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to a 2023 American Enterprise Institute study.4% Vienna’s system avoids fostering concentrations
of poverty, since so many people live side by side in its buildings. But the system has drawbacks.
Neither the public sector nor for-profit developers have built many new buildings since the 1950s
— which might be acceptable in a European city with so much spectacular neo-Baroque and Art
Nouveau architecture but would pose an enormous problem in most U.S. cities. Vienna’s social
housing authority does an infamously mediocre job of maintaining its housing stock. A third of
units lack central heat. Moderate rents mean there are long waitlists to get a unit, which promotes
corruption and cronyism. And revenues cover only 63% of operating costs on average, so the full
cost of the policy to the government is very large.

¢ In the Netherlands, social housing of a different kind makes up 35% of the housing stock. In the
Dutch model, large, sophisticated nonprofits called housing associations finance new and existing
rent-controlled buildings with loans that come from private-sector lenders, but with central
government credit backstops. Unlike Viennese government-owned housing, the housing
associations impose strict income limits, which means that tenants near the cutoff levels often
pay far lower rents than nonqualifying families with slightly higher incomes, generating many
complaints about the system.407

¢ In Denmark, the national government offers private-sector or nonprofit developers loans that incur
zero interest for 40 years and cover roughly one-fourth of development costs.408

Any new social housing initiative in the United States should borrow the best of these and other models,
avoid the worst, and incorporate distinctive American strengths:

e Empower large, sophisticated private landlords rather than government housing agencies to
operate social housing, as in the Netherlands. These could include new nonprofits like the Dutch
Housing Associations or for-profit landlords paid management fees by nonprofit owners.

e Restrict government’s role to guaranteeing private-sector loans rather than owning properties
outright, as in the Netherlands, or making zero-interest loans, as in Denmark. Bring the expertise
and capital of American private-sector finance into the space.

e If government agencies choose to own properties, hire private-sector or nonprofit management
entities to run them. Give managers an option to buy properties out at some time in the future, so
that they have strong incentives to maintain them.

e Emphasize buying and rehabbing older properties rather than building new ones.

e Aim to create geographically dispersed mixed-income settings, as in Vienna.

Creating holistic affordable communities

Cities should partner with proven nonprofits to create compact mixed-income neighborhoods with holistic
wraparound services that promote opportunity for low-income families.

The East Lake neighborhood in Atlanta is one of America’s greatest neighborhood turnaround stories.409
In the 1980s, the area had a poverty rate above 90%, a high school graduation rate below 30%, and a
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reputation for disorder and violent crime. Starting in the 1990s, the nonprofit Purpose Built Communities
led a sweeping revitalization effort. Key initiatives have included the following:

e Demolishing a dilapidated and dangerous public housing project that had been built in 1936.

e  Building a community of 1,500 homes, half of them income restricted and half of them market
rate, in a compact 175-acre area. Income-restricted townhomes look indistinguishable from
market-rate ones, which removes the “stigma” of living in an income-restricted unit.

e Empowering residents to deliberate as a community and make key planning decisions.

e Opening the Charles R. Drew charter school, which gives preference to neighborhood kids and
has become one of the highest-performing schools in Atlanta.

e Launching an effective job training and placement initiative for residents.

e Providing wraparound educational support services and a distinctive “community quarterback”
model of supporting upward mobility for residents.

e Creating a neighborhood nonprofit to help seniors cover home renovations and repairs.

The results: Graduation rates rose well above city averages, crime rates fell 90%, and East Lake became
an in-demand neighborhood for affluent as well as lower-income Atlantans.410 All cities should launch
efforts like the revitalization of East Lake in as many low-income neighborhoods as possible.

On subsidizing demand

Although this report is about how to improve housing supply and affordability, policies to subsidize
demand are relevant insofar as they affect rents and home prices.

Demand subsidies present a dilemma. On the one hand, they allow beneficiaries to move around for work
opportunities, unlike policies that subsidize new units in specific, inflexible locations. In this sense,
demand subsidies are preferable to supply subsidies. But on the other hand, subsidizing demand in a
supply-constrained market increases prices, sometimes by the full amount of the subsidy.

Demand subsidy policies should aim to help people who need them most, but with as little effect on prices
as possible. Here are four demand subsidy policies that would likely meet these goals:

e A better designed housing choice voucher program: The Section 8 housing choice voucher
program helps more than 2 million households pay their rent. Unlike the LIHTC program, the
housing choice voucher program mostly helps extremely low-income families, in many cases with
income of less than 30% of their area’s median income. But the program is poorly designed in
important respects.
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Some useful changes: First, remove disincentives for beneficiaries to work by less steeply scaling
down the value of vouchers when people increase their labor earnings.” Second, restrict the use
of vouchers to apartments with rents below a relatively low ceiling so that they don’t affect rents in
apartments modestly above this level — that is, low-end market-rate apartments where most low-
income people live. Third, make vouchers more financially attractive and easier to navigate for
landlords. Bureaucratic complexity, including onerous inspection requirements, is one of the
factors causing many landlords to decline housing choice vouchers.411 Sweetening the deal is
better policy than forcing landlords to accept them, since the latter likely causes the supply of
affordable rental apartments to contract. That said, many localities — including Atlanta and
Orange County, Florida — have banned source-of-income discrimination, which may help low-
income renters enough to outweigh any negative effects from reduced supply.412

Subsidize crosstown moves: Helping people cover moving expenses increases their ability to
relocate for work opportunities. But since it helps people vacate one home and move to another,
it doesn’t increase overall housing demand citywide.

Better residential mortgage contracts: The basic design of the 30-year fixed-rate mortgage
hasn’t changed in many decades. Mortgage contracts should be structured to let borrowers take
their mortgage and its associated interest rate with them when they move so they can move for
opportunity without feeling locked down by an attractive rate. They should also provide for
automatic refinancing when interest rates go lower so borrowers don’t have to waste time on
bureaucratic complexity to refinance.” These reforms would help moderate-income homeowners
without driving up housing prices. On the contrary, mortgage originators would likely charge
slightly higher rates to offset revenues they would lose from these changes, which would result in
lower home prices.

Property tax breaks for low-income households: Consider policies to ensure that property
taxes don’t rise more than disadvantaged homeowners’ incomes or freeze their property tax
levels altogether for some extended period of time to mitigate negative effects of sudden
displacement. Since residents who would benefit are already in their homes, helping them stay
there doesn’t cause them to bid up the price of any other home.413

* For evidence that Section 8 vouchers reduce workforce participation by beneficiaries, see Brian Jacob and Jens Ludwig, “The
Effects of Housing Assistance on Labor Supply: Evidence from a Voucher Lottery,” American Economic Review 102, no. 1
(February 2012): 272-304, https://doi.org/10.1257/aer.102.1.272; Tanner, Inclusive Economy, 214-5.

** Economist John Cochrane of the Hoover Institution and Stanford University lays out what a better mortgage contract would look
like (John Cochrane (@grumpyeconomist), “Missing mortgage contract innovation,” Grumpy Economist blog, May 13, 2023,
https://johnhcochrane.blogspot.com/2023/05/missing-mortgage-contract-innovation.html).
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V. A FEDERAL, STATE, LOCAL, AND PHILANTHROPIC AGENDA FOR CHANGE

Federal, state, and local policymakers as well as philanthropic funders all have vital roles to play in
addressing America’s housing crisis.

Today’s challenges have been growing for more than four decades and reflect many mistakes at every
level. Fully reversing them will require significant policy changes, sustained over at least 20 or 25 years.
There is no short-term fix remotely commensurate to the size of the problem.

But America can solve it. Population and housing demand will grow more slowly in coming decades than
ever before in the nation’s history, so U.S. cities don’t have to return to mid-20th century construction
rates to fill their supply shortfall and keep up with growth.

Fast-growing Sun Belt-Mountain metros have shown how to achieve rapid supply growth. If they keep
adding homes at their current pace, if restrictive Northeast and Pacific Coast metros grow a bit faster, and
if other metros in the Midwest and elsewhere build homes twice as fast as they have over the last
decade, today’s housing crisis will likely recede into the nation’s rearview mirror, as we showed in Section
V.

Federal policies
Principles
Federal housing policies should start from three principles:

First, America should treat its housing crisis as a crisis, as the recently formed National Housing Crisis
Task Force puts it.” Local policies largely created the problem, and localities must play leading roles in
solving it. But it’s a national crisis. Fewer than a third of all metros have been adding homes over the last
six years at a pace that’s on track to keep up with projected population growth. And cities that build too
little housing export their housing problems to other cities in the form of large out-migration to more
affordable cities. The federal government, moreover, has one vital asset that state and local governments
don’t: massive fiscal capacity.

Second, the goal for federal housing policy should be abundant and relatively affordable housing supply.
This necessarily means home prices lower than today’s levels, relative to incomes, in most metro areas.
People often say they want policies that will be “good for home values.” But there’s a key distinction. The
federal government undoubtedly should pursue policies to create more high-opportunity neighborhoods
with great quality of life, which would have the effect of increasing demand to live in them and thus raise
home values in the absence of additional supply. It should not defend the financial interests of incumbent
homeowners by supporting local policies that make homes a scarce commodity.

A successful national push to increase housing supply and affordability would make homeownership
marginally less attractive in many cities for a time, until prices revert to levels consistent with well-

* Full disclosure: The author is a member of the nonpartisan National Housing Crisis Task Force, formed in 2024 and co-chaired by
a Republican governor and two Democratic mayors.
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functioning housing markets. There is simply no way to lower home prices for first-time buyers and
simultaneously raise selling prices for longtime owners looking to downsize. But lower prices would
increase the number of homeowners in the long run, as we documented in Section II.

Authors Charles Marohn and Daniel Herriges rightly note in Escaping the Housing Trap that America has
gotten itself into a “trap” because it can’t push home prices down without harmful economic effects. For
instance, lower prices would reduce the revenues of middleman industries that earn a percentage of
home purchase prices, like realtors, mortgage originators, and title insurers. Marohn and Herriges, citing
the example of the 2008 financial crisis, also argue that lower prices could destabilize banks and other
financial institutions with exposure to assets dependent on high home values.414 But that crisis resulted
from a rapidly collapsing speculative bubble. If home prices simply recede relative to people’s nominal
incomes over several decades — as they should do in a well-functioning market — the financial system will
realize any adverse effects only gradually and will be fine.

Third, the federal government should avoid subsidizing people to live in some parts of the country over
others. Geographic neutrality means allowing market forces to determine which localities will experience
population growth in coming decades and which ones will decline. Allowing market forces to play out will
maximize people’s well-being in the long run. It implies the following:

o Don’t subsidize long-distance moves to the nation’s largest, wealthiest cities. Although
people living in places like New York City and the San Francisco Bay area earn more on average,
it doesn’t follow that overall well-being would be higher if millions more people moved to these
very productive cities. Highly skilled people living there today enjoy about the same standard of
living as people in less productive cities, after adjusting for local living costs, as we showed in
Section Il. Lower-skilled people in these cities are worse off on average after paying high housing
costs, despite modestly higher nominal wages.

At the macroeconomic level, moves to these cities don’t increase overall opportunity nationwide,
because falling “agglomeration” benefits in shrinking places fully offset rising benefits in the
wealthiest metros, according to a 2014 study by economists Patrick Kline and Enrico Moretti of
the University of California at Berkeley.415

¢ Don’t subsidize long-distance moves to struggling areas: The federal government likewise
shouldn’t try to turn around distressed cities and rural areas by subsidizing highly skilled people
or firms to move there. “Place-based policies” that subsidize particular locations typically have
modest, nonlasting benefits for those places and impose offsetting losses on other areas, some
of which are struggling just as much. Kline and Moretti showed this in a study of long-term effects
of the Franklin D. Roosevelt Administration’s Tennessee Valley Authority initiative.416

People are generally better off if places with low productivity or very restrictive land-use policies
shrink in size. Rather than trying to short circuit this process, the federal government should help
people get the best possible education so they can pursue their goals successfully, wherever
these goals take them.”

* Harvard’s Edward Glaeser makes this argument forcefully in his book Triumph of the City, 65, 255-7.

110


https://www.amazon.com/Escaping-Housing-Trap-Strong-Solution/dp/1119984521
https://www.annualreviews.org/content/journals/10.1146/annurev-economics-080213-041024
https://academic.oup.com/qje/article-abstract/129/1/275/1899702

o Don’t subsidize living in expensive, amenity-rich cities just because home prices are
higher there: Federal as well as state policymakers should avoid asking taxpayers in lower-
amenity places to subsidize the outsized rent of others who wish to live in cities with great
beaches or mountain views. Federal programs should generally give equal subsidies to people
earning the same income regardless of their location, which in practice means subsidizing a
smaller percentage of housing costs in amenity-rich cities with restrictive policies. Subsidy
programs should perhaps carve out an exception for the lowest-income, least mobile people who
have lived in an expensive city for a long time and thus have strong connections there.417

o Don’t subsidize choosing locations with high flood risk: Federal policies that subsidize
people wishing to live near the Florida coast or in neighborhoods below sea level in New Orleans
make no sense, particularly as climate change increases the risk to properties in these places.

¢ Don’t subsidize choosing some locations within a metro area over others: A frequent
argument is that the public sector subsidizes people living in exurban areas over core cities by
building roads and highways.48 But this argument starts from the premise that the natural state of
things absent subsidies is for growing populations to live in ever-denser conditions in core cities.
Another way to think about it: People should choose where they want to live and then government
should build the best transportation network it can for everyone’s benefit. In any case, the federal
government invests far more in public transit serving core urban areas on a per-user basis than it
does in highways." Local transit agencies also subsidize urban riders by subsidizing significant
operating losses.41® Federal policy should aim to support people of similar income levels at similar
levels, regardless of where they choose to live.

Supply-side subsidies

The federal government should engage in a sweeping rethink of its policies toward supply-side housing
subsidies. We suggest the following:

¢ Promote smart, sustainable, medium-density expansion of growing metro areas as well as
higher-density urban infill development as top-tier national priorities: Physical expansion of
booming metros is inevitable. How America’s growing metros expand will do more than anything
else to determine whether the nation’s housing crisis gets a lot better or a lot worse. It’s time to
move on from the unstated premise of many commentators that the United States can realistically
add all the homes it needs by increasing the density of built-up areas — which would require a
50% increase in population per square mile throughout metropolitan America if metros stop
growing outward. This idea is a dangerous fantasy because it distracts energy and resources
from initiatives that could make a difference at large scale.

" In 2023, 44% of federal transportation spending went to highways, supporting the 92% of American households who own a car,
the additional Americans who rent one periodically, the handful who take long bus rides from suburbs, and the 80%-plus who get to
work primarily by driving a car. Some 22% of spending went to public transit and rail, supporting the roughly 2% of Americans who
get to work primarily by subway/light rail, the less than 1% who take commuter rail from suburbs, and the additional Americans who
ride public transit when visiting New York or other transit-heavy cities (USA Facts, “Government spending,”
https://usafacts.org/government-spending/; author’s calculations based on American Community Survey data, 2022, five-year
estimates).

111


https://www.bloomberg.com/news/articles/2015-06-08/one-chart-showing-how-much-money-major-u-s-public-transportation-systems-lose-per-trip
https://usafacts.org/government-spending/

At the same time, effective implementation of the pro-growth policies we outline in our Principle
Two could realistically add some 5% — or conceivably 10% — to populations in built-up areas,
amounting to 3 million to 6 million homes. If cities mostly put these additional homes in good
locations in or near commercial areas and other job centers, they can boost the economic
opportunities available to residents dramatically.

* Launch a “Smart Growth” initiative to ensure that growing metro areas build out as
much of their expanding physical footprint at medium rather than low densities
and achieve as much quality placemaking as possible: A Smart Growth initiative
should promote development patterns with a full range of housing types, substantial
mixing of land uses, walkable town centers, and ample green space. Building at the
density of Fort Worth or McKinney, Texas, would add at least 15 million more homes than
building at the density of the most sprawling suburbs in the Boston or Phoenix areas, as
we show in Section IV. America needs a lot more places like the most successful
suburban cities in our 25 large Sun Belt and Mountain metros.”

Five significant incentive problems stand in the way of this vision:

= Existing residents in expanding areas may want their towns to remain low-density
bedroom communities even though they also want nearby jobs and amenities.
They have incentives to take a free ride on the job centers, walkable
neighborhoods, and amenities of nearby cities. But if all towns in the area think
this way, the result will be low housing density and long commutes for everyone.

= Expanding cities have incentives to push the future homes of low- to moderate-
income people into other cities nearby, even if they want some of these people
working in their city by day. Again, the result of uncoordinated growth is likely to
be a monoculture of single-family houses on large lots everywhere.

» Elected leaders have incentives to build out low-density infrastructure that is
cheap today but financially unsustainable in the long run given the tax revenues
the area will generate, since they won’t be in office when the bills come due.”

= Developers have incentives to underprovide green space and take a free ride on
the parks and trails built by other developers nearby. If local authorities don’t
manage growth with a clear vision of what they’re trying to achieve, cities will
expand with less green space than residents would have preferred and become
dull places that people will want to leave as soon as they can.

* Fully 50 of the 105 suburban municipalities with populations over 50,000 in our Sun Belt-Mountain metros have a higher
population density than Fort Worth (2,597 people per square mile in 2022). Twenty-two have a higher density than Atlanta, one of
the densest core cities in our 25 metros at 3,639 people per square mile. See population densities for all municipalities in our
dataset in Table M, Appendix 3, and underlying data in the online Data Appendix.

** This is one of the main arguments Charles L. Marohn, Jr., makes in his book Strong Towns: A Bottom-Up Revolution to Rebuild
American Prosperity (Wiley, 2019).
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= Residents have incentives to stop growth altogether if they believe further growth
will add to local government expenses without bringing them better schools or
quality-of-life amenities.

The federal government is the only player positioned to solve these collective action
problems. A Smart Growth program should present localities with a bargain:
infrastructure funding for expanding areas in exchange for smart growth plans in every
locality in the area, with no holdouts or free riders. Congress should move a large part of
federal infrastructure spending into competitive grant programs that link infrastructure
grants to comprehensive, area-wide smart growth plans.

Launch a similar Smart Infill initiative to help cities build out the infrastructure they
need to support medium- to high-density development in commercial areas and on
raw or repurposed land: A Smart Infill program could include subsidies to support
office-to-multifamily conversions where they’re technically feasible, pocket parks in
transitioning downtowns, affordable units near growing innovation districts, basic
infrastructure for raw land development, tiny home and manufactured home communities,
new bus routes, and other investments that add incremental homes in high-opportunity
locations.

A Smart Infill initiative, like a Smart Growth initiative focused on expanding suburban
areas, should make grants on a competitive basis to incent relatively intensive, high-
quality development plans.

Create a significant federal funding stream to subsidize preservation and rehab of rental
properties by public, nonprofit, and for-profit landlords: The goal should be to establish a
supply-side subsidy that addresses the largest gap in the nation’s affordable housing ecosystem
— rental units affordable to very low-income families. These families suffer most from America’s
dysfunctional housing market, and it will take decades of good policy to solve the market’s
accumulated problems. America needs a bold initiative to help its most vulnerable families as fast
as possible. We suggest the following principles:

Focus on preservation and rehab of existing rental properties, with some flexibility to
support new construction or office conversions in opportunity-enhancing locations.

Promote geographic flexibility. Support affordability anywhere. Avoid tying subsidies
permanently to any one building or location.

Promote mixed-income communities. Create funding opportunities that allow landlords to
make some but not all the units in their buildings available at rents affordable to very low-
income residents and receive commensurate subsidies.

Emphasize loan guarantees or direct loans, with some flexibility to make grants in certain

circumstances. Loans with sufficiently low loss rates would create a self-sustaining
capital source to support deeply affordable rental housing in perpetuity.
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= Allow all kinds of landlords to borrow under the terms of the program, including for-profit
firms, local governments, traditional nonprofits, and new nonprofit landlords, perhaps
modeled on Dutch Housing Associations.

= Leverage loans with enticements for private and nonprofit capital. One possibility:
second-mortgage loans to landlords to match senior loans by philanthropic funders.

= Support local government initiatives to acquire land ahead of value-enhancing
infrastructure investments.

» Incorporate loan terms that incent landlords to offer rent-to-own opportunities or to
convert rental properties to condos.

We envision a new program run by existing government-sponsored entities (GSEs) like Fannie
Mae and Freddie Mac empowered to make, buy, or guarantee loans and to issue bonds backed
by the full faith and credit of the U.S. Treasury. Loan purchases or guarantees under this program
could give rise to a new industry of private sector loan originators like today’s mortgage firms and
new business lines within commercial banks, all focused on financing preservation, rehab, and
sometimes construction of deeply affordable rental properties and apartments.

Loans purchased or guaranteed under the program should feature very low interest rates, long
maturities, and special terms like allowing landlords to defer interest payments during difficult
times when tenants fall behind in greater numbers than usual. Loans should allow landlords to
move units flexibly back and forth between market-rate and below-market rents, as well as across
different levels of affordability, with commensurate adjustments in payment terms for landlords.
Crucially, landlords should be able to access loans with no involvement by local governments.

Suppose Congress were to authorize the GSEs to add assets of up to $1.2 trillion (compared with
a combined $7 trillion in total assets at Fannie Mae and Freddie Mac today). Suppose further that
tenants could afford to pay $750 a month on average in today’s dollars. Assume that acquiring
and rehabbing one unit costs $175,000, nonprofit landlords put up 33% equity when acquiring
and rehabbing properties, and landlords borrow at a 5% interest rate on average. Based on these
assumptions, the GSEs could buy or guarantee loans sufficient to finance 10 million deeply
affordable rental units.” One could imagine a Department of Housing and Urban Development
program supplementing loan purchases or guarantees with grants to support landlords making
units available to extremely low-income families.

We assume the GSEs could borrow roughly at long-term Treasury borrowing rates, buy or
guarantee loans paying a 1% markup over these rates, and cover operating costs with net
interest.

* Our simple math: Suppose the average tenant can afford to pay $750 per month, and 65% of rent revenues are available for
interest payments. About $9,000 in rents per year is a reasonable assumption of very low-income families’ ability to pay in our view
since the average cash income of families in the bottom income quintile is about $20,000, and the average annual consumption
spending of bottom-quintile families (with benefit from government transfer payments and in-kind goods and services) is about
$33,000. Suppose further that loans cost 5% and are interest-only as long as they’re outstanding. Landlords could then borrow
$117,000 for each unit, amounting to two thirds of our assumed cost of preserving and rehabbing units. An additional $1.2 trillion on
the GSEs’ balance sheet could finance 10 million units under these assumptions.
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As an alternative, Congress could expand and liberalize the Federal Housing Administration’s
existing 223(f) lending program.420 This FHA program makes loans to multifamily property buyers
at relatively competitive interest rates in amounts of some 80% to 87% of property value.
Disadvantages include very long approval times and strict limits on how much of a property is
allocated to retail and restaurant tenants, which makes it hard to use these loans to redevelop
properties for mixed uses. Congress could direct FHA to loosen these terms, lower interest rates
for qualified properties fully or partly devoted to income-restricted housing, and make loan
approvals faster and more predictable.

Reform the LIHTC program to make it more flexible, but don’t expand it: Make it easier to
combine LIHTC with other funding sources and build buildings with market-rate as well as
subsidized units. Set aside a significant share of tax credits for preserving and rehabbing units
and require states to develop separate point systems for these projects in their QAPs. Loosen the
“50% test” requiring developers receiving 4% credits to fund at least 50% of their developments
with private activity bonds, as this rule unnecessarily limits the number of units developed with
otherwise unlimited 4% credits. Increase or eliminate existing state-by-state caps on annual
issuance of private activity bonds. Streamline onerous income verification requirements for both
applicants and landlords.

Congress should devote any increase in housing expenditures to well-structured demand
subsidies or geographically flexible supply-side subsidies — as envisioned in the previous bullet
point —in view of the LIHTC program’s inherent limitations and poor return on investment in terms
of families helped per dollar of spending. We recommend maintaining the program at its current
size because it is familiar and has a substantial built-up ecosystem of specialized developers and
credit syndicators, which Congress would be unwise to disrupt for the time being.

Loosen rules on other federal lending programs to support housing development: The
Bipartisan Infrastructure Law of 2022 expanded eligibility for U.S. Department of Transportation
loans under the Transportation Infrastructure Finance and Information Act (TIFIA) and Railroad
Rehabilitation & Improvement Financing (RRIF) programs to support transit-oriented residential
and mixed use development. However, restrictive rules governing these programs have made it
difficult for private sector developers to access these them for housing development near public
transit stops.42!

Make well-located federal land available for housing and mixed-use development: The
Lincoln Land Institute estimates that the federal government owns land near public transit stops
that could support between 35,000 and 135,000 new apartments.422 The federal government’s
General Services Administration (GSA) owns more than 500 million square feet of office space, a
significant source of property for office-to-residential conversions because GSA plans to reduce
its real estate footprint in U.S. cities.423 The federal government also has significant holdings of
undeveloped land on the outskirts of many metropolitan areas — particularly western metros like
Las Vegas, Phoenix, and Salt Lake City.

Renew and expand the Opportunity Zone (OZ) program: The OZ program, introduced in the
Tax Cuts and Jobs Act of 2017, created a new limited-time, uncapped federal tax benefit for
taxpayers who invest capital gains from past investments into real estate or businesses located
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within low-income Census tracts designated by state governors as opportunity zones. From the
program’s launch to 2024, the nation’s 8,764 designated zones saw an increase in residential
addresses amounting to 313,000 homes, according to a 2025 analysis by the Economic
Innovation Group (EIG). While it is too early to say how many of these homes would have come
into being absent the program, EIG’s analysis suggests that the OZ program accounts for at least
a quarter of them, at a cost to the federal government in foregone tax revenues much lower than
the LIHTC program and other subsidies.”

Congress should renew the program — which will expire in 2026 in the absence of new legislation
— and expand it geographically, since at present it covers only a quarter of eligible low-income
Census tracts, home to just 10% of the U.S. population. Congress should also remove the
program’s complex rules governing the sources of funds for qualified investments, tighten the
range of qualified investments in ways that include affordable and mixed-income housing but
exclude some kinds of investment like luxury hotels and apartment buildings, create more
transparency around specific investments that have qualified for tax exemptions, and require the
IRS to collect and publish data on results.

e Subsidize supply-side innovation: New technologies that take 20% or more out of the cost of
building new homes would add tremendously to human well-being in the United States. While the
private sector can and should fund most research and development work in this area, the federal
government should invest in basic science supporting innovative housing technologies. One idea:
Congress might create an innovation-focused office within the National Science Foundation or the
Department of Housing and Urban Development to fund research on cheap, lightweight, super-
strong building materials.

Demand-side subsidies

Congress should reform and expand demand-side subsidies, but it should also design demand subsidies
so that they have as little upward effect on rents and home prices as possible.

¢ Reform and expand the Section 8 housing choice voucher program: Straightforward reforms
would make the housing choice voucher program more effective, as we discussed in Section IV.
Reduce disincentives to work; restrict use of vouchers to units below a relatively low ceiling so
that they don’t drive up rents for apartments modestly above this level; loosen inspection
requirements; and make vouchers more financially attractive and easier to navigate for landlords.
Congress should fully phase out the “project-based” rental assistance part of the Section 8
program and shift funds entirely to tenant-based assistance, since the former needlessly ties
subsidies to specific inflexible locations. Congress should also expand the program’s budget of

" Our calculation (not EIG’s): The growth rate in residential addresses within OZs rose by about 0.5% per year during 2018-2024,
compared with the annual growth rate of the prior five years — 1.2% per year vs. 0.7% per year, according to the EIG analysis. In
eligible Census tracts that were not designated as OZs, the growth rate rose less, from 1.0% to 1.2% per year. Since growth in OZs
exceeded growth in this control group by 0.3% per year, amounting to 25% of the total growth rate of 1.2% per year, one might
make the simple inference that the OZ benefit accounts for at least one quarter of the housing stock growth experienced in
designated zones. As for the cost per unit in foregone revenues for the federal government, taxpayers made $89 billion of qualified
investments in designated zones over the period, generating $8.2 billion in tax benefits. An unknown but significant share of these
investments went to non-housing initiatives. Under various assumptions about how much went to housing and how many units came
into being that otherwise wouldn’t have, we arrive at as estimate of $25,000 to $50,000 in subsidy per unit — considerably less than
the per-unit cost of LIHTC subsidies.

116


https://agglomerations.substack.com/p/opportunity-zones-a-quiet-revolution

$45 billion. Housing choice vouchers are the most effective federal subsidy program for very low-
income families, and most U.S. cities have long waitlists filled with qualified families.”

o Direct FHA to pilot a program supporting rent-to-own pathways: This might include loans on
preferential terms to landlords that offer appropriately structured purchase opportunities for
current tenants.

e Subsidize crosstown moves for low-income families: Moving subsidies help low-income
families relocate within their cities for job opportunities but don’t drive up home prices overall.
Congress eliminated income tax deductions for movers as part of the Tax Cut and Jobs Act
(TCJA) of 2017 — a good policy change as the tax deduction had primarily subsidized affluent
people who itemize tax deductions. Congress should create a means-tested, refundable tax credit
to support opportunity-enhancing moves without distorting housing markets.

e Create a universal savings plan to help low-income families afford down payments:
Congress should generally promote household savings by replacing the current mix of complex
savings plans — 401(k) plans, individual retirement accounts, Roth IRAs, 529 plans, and more —
with a single unified, flexible, tax-advantaged savings plan. A universal savings plan should have
high annual contribution limits, tax-free accumulation over time, simple penalty-free withdrawal
rights, opportunities for employers to contribute, and federal matching contributions for low-
income families. It should allow households to use funds for first-time down payments as well as
for education, starting a business, or retirement spending.”

¢ Eliminate and avoid counterproductive subsidies that drive home prices up: Congress
should get Fannie Mae and Freddie Mac fully out of the business of subsidizing second homes
and investment properties charging market-rate rents. Subsidizing mortgages for such house
purchases drives up home prices and advances no good policy purpose.424

Taxes

Our recommendations for reforming the LIHTC program, renewing the Opportunity Zone program,
subsidizing home moves, and creating a universal savings plan would all require changes to the federal
tax code.

Congress should also eliminate the mortgage interest deduction (MID). The MID, which lets tax filers
deduct all interest on mortgages up to $750,000, drives up home prices while primarily benefiting
relatively affluent households which itemize tax deductions. Because of the MID, a family with income just
over $100,000 can pay a purchase price about 17% higher than they otherwise could afford.” Since
home prices are higher as a result, the MID undermines its stated purpose of promoting homeownership.

* HUD has gradually been moving away from project-based assistance. It should complete this process. See “The Federal
Government’s Support for Low-Income Housing Expanded During the Pandemic,” Peter G. Peterson Foundation, updated April 23,
2024, https://www.pgpf.org/blog/2024/04/how-does-the-federal-government-support-housing-for-low-income-households; Sonya
Acosta and Erik Gartland, “Families Wait Years for Housing Vouchers Due to Inadequate Funding,” Center for Budget and Policy
Priorities, July 22, 2021, https://www.cbpp.org/research/housing/families-wait-years-for-housing-vouchers-due-to-inadequate-
funding.

" Fora good discussion of how such accounts could work, see Tanner, The Inclusive Economy, 225-8.

*** Author’s estimate. Simple math: Suppose the cost of homeownership without the MID is 10% of a home’s purchase price,
including 6% for interest payments in the early years of a mortgage, 2% for principal paydown, and 2% from amortizing a 20% down
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The main effect of the MID is to redistribute wealth. Beneficiaries include households with incomes over
$100,000 and a mortgage — which receive some 75% to 90% of the MID’s tax benefits — as well as
industries that profit from high home prices, like realtors, mortgage originators, and title insurers.
Moderate-income people hoping to become first-time homeowners or trade up to a larger home lose out.
The MID also distorts markets by inducing people to demand larger homes than they otherwise would.425

Eliminating the MID would lower home prices by some 4% and increase homeownership rates by 5%,
economist Kamila Sommer and Paul Sullivan estimated in a 2018 study.426 Home prices declined relative
to incomes after Denmark eliminated its own version of the MID in the 1980s.427

Ending the MID would also generate substantial incremental tax revenues that Congress could reallocate
to more useful housing policies. The MID currently reduces federal revenue by approximately $30 billion
per year. If Congress allows the 2017 tax law’s lower tax rates and higher standard deduction to expire as
scheduled in 2025 but eliminates the MID, it will raise at least $60 billion more per year than it would if the
MID continues with the 2017 law’s maximum deductible mortgage of $750,000.428

Federal housing finance

Congress should direct the mortgage giants Fannie Mae and Freddie Mac to make significant policy
changes to reduce market distortions and encourage lower-cost home development.

Reduce Fannie and Freddie’s overall footprint in the housing market. Stop supporting mortgage
refinancings as well as second homes and investment properties leased to market-rate tenants.”

e Support better-designed residential mortgage products. Standard mortgages should let borrowers
take their mortgage and its associated interest rate with them when they move and should
provide for automatic refinancing when interest rates go lower.” They should allow homebuyers
to roll student debt into their mortgage, provided they can afford total resulting payments.429

e  Support development of specialized mortgage products for manufactured homes to promote
wider use and ownership of affordable, high-quality alternatives to site-built homes.

e Authorize Fannie and Freddie to make mezzanine construction loans to support development of
new market-rate as well as income-restricted housing.™

payment over 10 years. A family earning just over $100,000 has a marginal income tax rate of 24%, so the MID reduces the interest
portion of their homeownership costs by 24%, and the full cost to 8.56%. If the family is willing to pay as much in after-tax dollars as
they would pay without the MID, they can afford a 17% (10%/8.56%) higher purchase price.

" Fora thorough set of recommendations on how to reform and reduce the footprint of Fannie Mae and Freddie Mac, see Tobias J.
Peter, “How the Federal Government’s Policies Are Crowding Out Lower Income Americans Out of the Housing Market,” Statement
before the Senate Committee on Banking, Housing, and Urban Affairs, (American Enterprise Institute, February 10, 2022),
https://www.banking.senate.gov/imo/media/doc/Peter%20Testimony%202-10-228.pdf.

** Economist John Cochrane of the Hoover Institution and Stanford University lays out what a better mortgage contract would look
like in “Missing mortgage contract innovation,” follow.it, Grumpy Economist blog, May 13, 2023.

"™ These and other federal policy ideas in this section draw on the report, titled “Addressing America’s Housing Crisis,” of the
National Housing Crisis Task Force, of which the author is a member. See also Paul Williams and Yakov Feygin, “Smoothing the
Housing Investment Cycle: Part 1,” Center for Public Enterprise, July 2024, https://publicenterprise.org/wp-
content/uploads/Smoothing-the-Housing-Investment-Cycle-Part-1.pdf; Rachel Siegel, “Federal Agencies Can Improve Access to
Credit for Manufactured Home Buyers,” Pew Trusts, October 10, 2023, https://www.pewtrusts.org/en/research-and-
analysis/articles/2023/10/10/federal-agencies-can-improve-access-to-credit-for-manufactured-home-buyers.
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Data and technical assistance

The U.S. Census Bureau and the Department of Housing and Urban Development (HUD) should support
federal, state, local, for-profit, and philanthropic housing initiatives with far better data and technical
assistance.

o Data: Collect geographically granular data on housing inventory, new construction, rents, and
home prices, disaggregated by building type, size, and income-restricted status and make it as
accessible as American Community Survey data. Federal agencies are uniquely positioned to
maintain much-needed nationally consistent data.”

¢ Building codes: HUD should write and encourage use of modern, standardized building codes
to reduce construction costs imposed by idiosyncratic local codes. It should also create
standardized code for manufactured, modular, and 3D-printed homes to encourage rollout of
cost-saving technologies.

¢ Model zoning ordinances: HUD should also create model ordinance language for specific
environments, including residential development in commercial areas, development on vacant or
repurposed urban land, and medium-density development in expanding exurban areas.™

Fair Housing Act enforcement

Federal legal authorities should vigorously enforce the Fair Housing Act of 1968. Recent examples of
well-justified enforcement: The Department of Justice has investigated mortgage originators and realty
firms in Maryland, North Carolina, Ohio, Pennsylvania, Rhode Island, Tennessee, and elsewhere for
illegally steering Black or Hispanic families away from affluent White-majority neighborhoods or “redlining’
Black and Hispanic-majority neighborhoods, leading to consent orders in 2023 and 2024 .430

But the federal government should abandon the premise, embodied in the Obama Administration’s 2015
“Affirmatively Furthering Fair Housing” rule and updated in a 2023 Biden Administration rulemaking
process, that single-family zones inherently reinforce housing segregation.43! It’s time to move past
ideologically driven, unsupported arguments against allowing the kinds of neighborhoods where many
Black and Hispanic people in fact wish to live.432

" For a detailed analysis of the kinds of data federal agencies should collect, see Jenny Schuetz, “To Meet Today’s Critical Housing
Challenges, HUD Needs a Broader, Bolder Vision,” Brookings Institution, January 22, 2024, https://www.brookings.edu/articles/to-
meet-todays-critical-housing-challenges-hud-needs-a-broader-bolder-vision/.

" U.S. Senators Amy Klobuchar (D-Minn.), Tim Kaine (D-Va.), and Rob Portman (R-Ohio) introduced legislation in 2020 that would
have directed HUD to develop new technical assistance programs to help local governments break down barriers to faster housing
growth (Housing Supply and Affordability, S. 5061, 116th Cong. [2020]; “A Bold, Bipartisan Response to the Housing Affordability
Crisis: The American Housing Act of 2023,” BPC Action, Bipartisan Policy Center, October 4, 2022, https://bpcaction.org/a-bold-
bipartisan-response-to-the-housing-affordability-crisis-the-american-housing-act-0f-2023/). U.S. Senator John Fetterman (D-Pa.)
introduced a 2024 bill that would create a task force to write model zoning language (“2024 Reducing Regulatory Barriers to
Housing Act: Official Press Release,” Up for Growth, June 4, 2024; Nolan Gray, “The Growing Federal Push for Zoning Reform,”
Bloomberg CityLab, June 27, 2024, https://www.bloomberg.com/news/articles/2024-06-25/-yimby-zoning-reform-is-finding-fans-at-
the-federal-level?cmpid=BBD062724 CITYLAB).
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Property insurance

Congress should explore strategies to mitigate the effects of fast-rising property insurance rates on
multifamily development and investment. While a full analysis of recent developments in the property
insurance market is beyond the scope of this report, we note here that surging insurance premiums are
taking a toll on housing affordability and threaten to exacerbate the nation’s housing crisis significantly.
Possible federal policies include a role for federal capital in providing reinsurance or acting as an insurer
of last resort, as the federal government does through the National Flood Insurance program.”

Other federal policy domains that impact housing

Congress should exempt qualifying infill housing and mixed-use development from the onerous
requirements of the National Environmental Protection Act (NEPA). Required submissions can take years
to complete, even for developments nearly certain to have no meaningful environmental impact.433
Congress has considered permitting reform for energy projects.434 It should incorporate housing
exemptions into any reform bill.

Congress should provide financial support for state education and workforce development initiatives
aimed at preparing people to work in skilled construction trades.™ The number of workers in the
construction trades is approximately 1 million fewer than before the 2008 financial crisis.435 Millions of
skilled construction workers will retire over the next decade, exacerbating labor challenges that constrain
housing development. America’s need for construction workers should also play a role in federal
immigration policies.

Don’t make it worse

The federal government shouldn’t reinforce counterproductive local policies — or implement them
nationwide, as the Biden Administration suggested doing with a 2024 proposal for a federal rent control

system.436

The policy changes we recommend wouldn’t necessarily add to total federal spending. Eliminating the
mortgage interest deduction would raise more than enough revenue to offset the modest increases we
suggest in supply and demand-side subsidy programs. Congress could of course amplify the effects of
these measures by stepping up grants for building, buying, and rehabbing rental properties.

State policies
State housing and land-use policies should start from the same premises as federal policies: Treat the

housing crisis like a crisis, aim to make homes abundant and more affordable than today relative to
incomes, and avoid subsidizing some locations over others.

* The National Housing Crisis Task Force calls for a blue-ribbon commission to address this very significant challenge and suggests
some specific forms a larger federal role might take (National Housing Crisis Task Force, “From crisis to transformation: A federal
housing policy agenda,” November 2024, https://nationalhousingcrisis.org/app/uploads/2024/11/From-Crisis-to-Transformation-A-
Report-from-the-National-Housing-Crisis-Task-Force.pdf).

" We address how states and localities are working to expand career pathways, including for skilled construction trades, in our
interactive site “Explore State Education and Workforce Data,” our note “Education And Workforce Pipeline New Data Released,”
and our report Engines Of Opportunity: How Eds And Meds Institutions Can Become More Powerful Drivers of Prosperity in
America’s Cities.
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States should support housing supply growth and affordability in the following ways:

¢ Invest in infrastructure to support both medium-density expansion of growing metros and
intensive infill development in built-up urban areas: Build out road networks and water
infrastructure ahead of expansion. Make it easy to launch municipal utility districts. Improve
transportation and broadband connections to outlying “liminal” as well as rural communities. Shift
some transportation and water spending to competitive grants that support infrastructure
investments tied to regional plans for medium-density development, with no free riding localities.
(See similar recommendation in our discussion of federal supply subsidies above.) Support urban
infrastructure enabling downtown revitalizations, innovation districts, mixed-income housing in
commercial areas, bus rapid transit, and other local placemaking investments.

o Shift statewide property tax policies to tax land more heavily and structures more lightly:
Design tax systems to encourage rather than discourage development of raw land and better use
of underused office, retail, and industrial areas. Pennsylvania has allowed localities to use “split-
rate” property taxes for more than a century.437 Some 16 cities in the state value land parcels
separately from structures built on them and charge higher rates on the former, with beneficial
results. Harrisburg instituted a split-rate tax with rates four times higher for land in 1982. It
subsequently enjoyed a nearly 90% decline in the number of vacant structures over the next 20
years, an impressive economic revival in its formerly distressed downtown, and lower property tax
bills for most residents. Allentown saw similar results after it adopted a split-rate system taxing
land values at almost five times the rate charged on structures in 1996.

¢ Reform state policies that discourage home development: Some states, including Michigan
and New Hampshire, unnecessarily discourage LIHTC-funded development by including the
value of tax credits in assessed property values for tax purposes.438 Others create disincentives
by valuing LIHTC properties based on their land and construction costs rather than on the income
they generate. Colorado, Florida, Georgia, and Utah, on the other hand, are among several
states that have passed legislation directing tax assessors to value LIHTC properties based on
their income and exclude the value of tax credits. Other states should follow their example.
Texas, meanwhile, has made LIHTC-funded development more difficult than it should be through
overrestrictive QAP rules. The state’s restrictions partly account for why Dallas, Houston, and
San Antonio have added fewer LIHTC-funded units than most other large cities since 2010.

The most controversial housing policy issue in many states concerns how and to what extent state
governments should exercise preemption powers and override local housing and land-use rules.

Some proponents of vigorous state preemption argue persuasively that localities are locked in a collective
action problem, in which each locality seeks the benefits of having relatively affordable housing nearby
while underbuilding it within its own borders. Preemption advocates believe state governments are
positioned to coordinate solutions in which all localities build their fair share.43¢ Others argue that states
should override restrictive land-use rules on the grounds that such rules violate the Fair Housing Act by
pushing prices out of reach for low-income Black, Hispanic, and otherwise marginalized families.440

121


https://www.strongtowns.org/journal/2019/3/6/non-glamorous-gains-the-pennsylvania-land-tax-experiment
https://www.strongtowns.org/journal/2019/3/6/non-glamorous-gains-the-pennsylvania-land-tax-experiment
https://www.housingfinance.com/management-operations/no-consistency-in-valuing-housing-tax-creditproperties_o

We agree that some local policies might be sufficiently egregious to warrant state preemption. But we
suggest states should mostly take a light-touch approach to overriding local land-use policies, for three
reasons:

States are just as likely to impose counterproductive policies as pro-growth policies:
California has led the nation in imposing statewide housing and land-use rules on localities for
decades — and it has among the most restrictive, dysfunctional policy environments in the United
States. This probably reflects the fact that California has imposed many measures that drive up
construction costs alongside its pro-housing policies. But many states have imposed policies that
impede housing growth and affordability.44! Texas blocks localities from passing source-of-
income discrimination rules or property tax freezes for low-income homeowners — both of which
several large cities would clearly pass if they were allowed. Oregon has passed statewide rent
control, over the wishes of many local leaders concerned that the law will undermine supply
growth in their cities. California’s top-down construction quotas for every city — deeply out of touch
with demographic realities in many localities — might slow housing growth rather than accelerate it
by weakening demand to live in the state. It’s also inconsistent to call for state preemption when
one likes a policy but support local control whenever one doesn't.

Empowered localities promote much-needed policy experimentation and customization:
Everyone benefits when localities try different policies with uncertain results. Houston’s
experiment with reducing minimum lot sizes turned out to have larger effects than expected, while
Minneapolis’ elimination of single-family zoning has so far been less effective than proponents
had hoped. One-size-fits-all policies would make such experiments harder. Moreover, optimal
policies for a fast-growing Sun Belt suburb likely look different from what’s best for a shrinking
town in a distressed region. That’s why Charles Marohn and Daniel Herriges warn against top-
down policies that short circuit the local feedback loops policymakers need in their book Escaping
the Housing Trap.442

We generally doubt the wisdom and effectiveness of strategies that rely on faraway state
authorities imposing top-down mandates on local communities that conflict with what
local citizens want and view as vital interests: Top-down mandates are a recipe for endless
conflict and litigation. While they are required in extraordinary circumstances — like federal
intervention to end racial segregation policies in the 1960s — local development patterns don’t
meet this test, in our view. Carrots make more sense than sticks when states wish to influence
local land-use rules. Coercive state mandates are also unnecessary. America can address its
housing challenges even if the most restrictive cities don’t change their policies very much, as
Section IV showed.

Local policies

We laid out our recommendations for how local governments can create affordable, high-opportunity
cities, towns, and neighborhoods in Section IV. Our recommendations in brief:

Get the urban basics right: Public safety, schools, infrastructure, and financial sustainability.
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e Expand outward, allowing development at medium density — meaning the density levels of
Fort Worth, McKinney, Apex, or Marietta.

= Lead with a vision of how growth will benefit all residents.

= Plan for ample green space.

= Build infrastructure that the tax base will sustainably support in the long term.
e Allow and promote more home development in built-up areas.

= Streamline permitting processes. Aim to allow as much development on an as-of-right
basis as possible. Avoid idiosyncratic local building codes that add costs or prevent
innovative housing types like modular homes.

= Allow apartments, townhomes, plexes, and tiny homes in substantial portions of every
city’s land mass.

=  Reduce minimum lot sizes.

= Allow innovative technologies like modular and 3D-printed homes everywhere, provided
they meet baseline rules.

= Allow residential development in all commercial areas as of right and rezone underused
commercial and industrial areas.

= Reduce or eliminate parking minimums for new apartment buildings.
= Allow accessory dwelling units (ADUs) in areas where residents support doing so.

= Offer density bonuses in exchange for reserving income-restricted units in new apartment
buildings, but don’t mandate reserved units in all new developments.

= Do no harm. Avoid counterproductive policies like rent control.

¢ Implement the Jane Jacobs Principle: Allow mixing of activities in as many areas as possible.
Promote development of new walkable mixed-use centers.

o Focus obsessively on quality placemaking: Quality design, walkability, revitalized downtowns,
innovation districts, great green space, and well-functioning transportation infrastructure —
including attractive streets, efficient roads and highways, and financially sustainable public transit
options.

e Subsidize housing for low-income residents, but in efficient and limited ways.

= Emphasize preservation and rehab of existing buildings. Support growth of nonprofit
landlords focused on deeply affordable rental properties. Subsidize minor home repairs.
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Philanthropy

Target new construction subsidies to relatively high-opportunity locations (while
stretching available resources as far as they can go) or to specific building types that
require subsidies like permanent supportive housing and assisted-living facilities.

Aim to build or preserve units affordable to low-income families in mixed-income rather
than isolated locations.

Create public-sector management entities focused on acquiring raw or underused land
and activating it as fast as possible.

Be innovative about mixing funding sources for new development or preservation. Induce
philanthropic capital into the affordable rental housing space. Partner with large
employers to buy or develop homes affordable to essential employees like teachers and
health care professionals.

Promote homeownership. Support shared equity borrowing structures for lower-income
homebuyers. Promote community land trusts where there’s a nonprofit management
entity prepared to lead the effort.

Bring in professional management entities to manage future social housing and establish
good incentives for them to maintain properties they manage.

Support development of holistic affordable neighborhoods with good schools and
wraparound services to promote well-being and opportunity for low-income residents.

Structure demand subsidies so that they encourage work and drive rents and home
prices up as little as possible. Implement temporary property tax freezes or limits on tax
increases to help low-income residents in rapidly changing neighborhoods. Avoid down
payment assistance in supply-constrained markets.

Implement split-rate property taxes, taxing land at higher rates than structures, to promote
development and more intensive land uses.

This report identifies several ways philanthropic funders can help support housing supply growth and
affordability for lower-income families.

Help local governments get the urban basics right.

Support local schools, colleges, and universities.

Support essential social services like homelessness response systems.

Support quality placemaking. Good placemaking attracts people to a place, and strong demand
induces supply.

124



= Help ensure that newly built or renovated public spaces incorporate quality design.

= Help fund investments advancing downtown revitalizations, like pocket parks or public
squares.

=  Support innovation district elements that private sector developers sometimes can’t fund,
like coworking space for startups and accelerator programs.

=  Support new or renovated parks, trails, and waterfronts.
e Support nonprofit affordable housing initiatives.

= Emphasize preservation and rehab of existing buildings to stretch available philanthropic
resources and help as many people as possible.

= Support initiatives to reserve income-restricted units in new or renovated buildings in
high-opportunity locations.

= Support nonprofit landlords providing rental housing to very low income families, nonprofit
entities focused on managing social housing (like Dutch Housing Associations), and
nonprofit entities managing community land trusts.
= Become a lender to nonprofit landlords or support nonprofit lending initiatives.
e Support nonprofits focused on developing holistic affordable neighborhoods with

wraparound services to support well-being and opportunity for low-income residents (like
Purpose Built Communities).
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VI. CONCLUSION

America has underbuilt homes in the 21st century primarily because land-use rules are too restrictive in
cities everywhere — especially in the leading Northeast and Pacific Coast metro areas — and secondarily
because housing demand has been insufficient to induce adequate housing growth in too many metros.
Solving America’s affordability crisis requires significantly more pro-growth land-use policies in all
localities. It also requires creating many more attractive, opportunity-rich cities, towns, and neighborhoods
where people will want to live and developers will want to build.

The Sun Belt and Mountain metros we highlight in this report face substantial challenges like everyplace
else. Land-use rules are worse than average in some of the Mountain metros, and they are overrestrictive
even in fast-growing cities in Texas, Florida, and the Carolinas. Most core cities in the Sun Belt—Mountain
metros still locate too much subsidized housing in areas of concentrated poverty. They remain strikingly
segregated along income as well as racial lines. Some built-out suburbs are becoming less friendly to
further growth. Water constraints will increasingly limit growth in arid Mountain and Desert metros unless
they address dysfunctional water policies.443 Rising summer temperatures may reduce demand to live in
some Sun Belt cities, whatever their policies.

But despite these shortcomings, our 25 Sun Belt—Mountain metros are growing fast and adding homes at
a pace that has a good chance of keeping up with future population growth. Their relative success reflects
a commitment to growth that is all too lacking elsewhere in America and an above-average willingness to
allow apartments, townhomes, mixed-use centers, and other forms of medium-density development in
suburban cities.

They’ve outperformed most other U.S. metros for building income-restricted apartments and for allowing
midrange apartments — the affordable housing of the future — in most areas. And they’re moving faster
than most other places to loosen overrestrictive rules, though Midwestern cities like Grand Rapids and
Minneapolis have been pathbreakers as well.

The leading Sun Belt—Mountain metros have built far more homes than other places on a per-capita basis
both because they’ve created communities where people and employers want to be and because they’ve
allowed almost enough new homes to accommodate the resulting demand. They’ve seen sharp home
price increases since 2017 because home production hasn’t quite kept up with the surge of in-migration
they’ve experienced from the Northeast, California, and other places. Even so, home prices are still
modestly lower than our quantitative model would predict, relative to other parts of the country.

The way forward: Pursue what works

America’s strategy to build more homes and expand opportunity should draw on lessons from its fastest-
growing cities, because the model they embody works better than any alternative at the scale the nation
needs. The main principles of the strategy we outline in this report are as follows:

o Expand metropolitan areas outward in smart, sustainable ways: Congress should launch a
Smart Growth initiative to promote medium- rather than low-density expansion. Expanding
localities should allow and promote a full range of housing types, well-designed walkable mixed-
use centers, ample green space, and diverse local employers. States and localities should make
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growth models more financially and ecologically sustainable by allowing closer mixing of job
centers and residential areas, coupling infrastructure with smart development plans, and
supporting the growth of electric vehicle infrastructure and renewable power generation. Property
tax systems should tax land more heavily than structures to incent development.

e Allow and promote infill development: Congress should also initiate a Smart Infill initiative to
support residential development in feasible high-opportunity locations. Cities should allow
apartments, townhomes, tiny homes, and manufactured homes in a substantial share of their land
mass; streamline permitting processes; reduce minimum lot sizes; allow residential development
as of right in commercial-zoned areas and rezone others; and reduce parking minimums.

¢ Innovate: Federal, state, and local policymakers should launch initiatives to support the growth of
cost-reducing building technologies, including manufactured homes, modular construction, and
3D-printed homes.

o Build more high-opportunity cities, towns, and neighborhoods: This means getting the
urban basics — safety, schools, infrastructure, and financial sustainability — right; support
knowledge-generating institutions and innovation; run light-touch, commerce friendly regulatory
policies; aim for places that embody the Jane Jacobs Principle of fine-grained mixing of diverse
activities; revitalize traditional and alternative downtowns as vibrant live-work-play environments;
build innovation districts; build great parks, trails, and waterfronts; and promote local social
capital.

¢ Rethink subsidized housing policies to stretch dollars further and help as many families
as possible: Congress should create a new government-sponsored program focused on
financing private sector, nonprofit, and public-sector initiatives to preserve and rehab rental
housing and make it available to very low-income families; reform the LIHTC and Section 8
housing choice voucher programs; renew the Opportunity Zone program; and step up housing-
focused data collection and technical assistance to localities. States and localities should
emphasize preservation of existing housing stock over new builds, focus new construction on
opportunity-enhancing locations; promote mixed-income communities; and get more creative
about combining public, nonprofit, and for-profit capital.

e Do no harm: Congress should eliminate the mortgage interest deduction from the federal tax
code. States and localities should avoid efforts to freeze neighborhoods in place like rent control
and policies that subsidize demand in supply-constrained markets.

Solving America’s housing crisis is within reach, this report shows. The answer is to build our way out of
the hole we’ve created over the last 20 to 30 years — and to do so in ways that expand the geography of
opportunity in the United States. America’s cities and metro areas have more than enough land, capital,
and expertise to build the homes Americans need. They just need to get smarter about public resources
and let markets work.

It’s time to start building.
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VIl. APPENDICES
Appendix 1: A simple model of home prices across cities

We construct the following simple model to inform our analysis of how much we should expect home
price-to-income ratios to vary across cities when some cities are more productive and offer people higher
incomes than others.

Suppose people choose how much housing and how much of a bundle of nonhousing goods and
services to consume with the aim of maximizing the following utility function:

o
c—1 c—1|oc-1

Y=\ "o Yx~IN\ o
U(h,x) = a<hT> + (1-w (x T )

subject to the budget constraint:

hP, +xP. < 0
where h = amount of housing consumed
x = amount of all other goods and services consumed
Py, = annual price per unit of housing
P, = annual price per unit of a fixed bundle of nonhousing goods and services
0 = annual income

and oYY, > 0.

We can think of the amount of housing a person consumes in terms of features like the size, quality, and
location of their home.

The four parameters in the utility function have the following interpretations:

o defines how people weight housing versus other goods and services in determining utility.

o o defines people’s elasticity of substitution between housing and the fixed bundle of other goods
and services: how much more of one item people would require in exchange for one unit less of
the other, holding their utility constant.

e vy helps determine people’s marginal utility from an additional unit of housing, allowing the
percentage gain from an additional unit to differ from the percentage gain in marginal utility from

an additional unit of the nonhousing bundle.

e v helps determine people’s marginal utility from an additional unit of the nonhousing bundle of
goods and services.
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Solving the consumer’s maximization problem for h and x and then substituting equations, we arrive at
long expressions for the optimal consumption of h and x, each as a function of income, the prices of
housing and the nonhousing bundle, and the four parameters. (We omit the expressions here to save
space.)

Our goal is to determine how much more a person would be willing pay for a unit of housing to gain the
additional income they could earn by choosing a wealthy, highly productive city instead of a less
prosperous and productive city and also how much housing they would consume in one city compared
with what they would consume in the other.

The key to solving the problem is the idea that people must be indifferent between any two cities in
equilibrium. If housing in more productive city H was priced cheaply enough to give people greater utility
from living and working there than from living and working in less productive city L, people would move
from L to H until they drove housing prices up in H and down in L sufficiently to deter further migration.
Indifference between the two cities implies equal utility.

We can then calculate how much more people would be willing to pay to live in city H relative to city L
numerically.

Using “H” and “L” superscripts for the high- and low-productivity cities, we assume the following values in
our base-case analysis:

PH = Pt=Pr=0"'= 1
= 1/15
c = 1/3
Yh = 2
Yx = 4/3

We make the simplifying assumption that the bundle of nonhousing goods and services costs the same in
both cities.” In actuality, nonhousing prices are modestly more expensive in wealthier cities, reflecting the
higher cost of land inputs into production processes and the greater ability of consumers to pay. But
differences in housing prices explain the vast majority of the cost-of-living gaps between wealthy and
less-wealthy cities.

Our low assumed value for c means that the elasticity of substitution between housing and the
nonhousing bundle is relatively low. Low elasticity means people will respond to higher housing prices in
city H by devoting a larger share of their income to housing than they would in L to avoid giving up too
much housing, though they will still sacrifice some housing. This is consistent with the real-world fact that
people devote higher income shares to housing in pricier cities than in less expensive cities.

* Some academic papers make the same simplifying assumption about nonhousing prices. See, for instance, Jessie Handbury, “Are
Poor Cities Cheap for Everyone? Non-homotheticity and the Cost of Living Across U.S. Cities,” National Bureau of Economic
Research working paper no. 26574 (December 2019), https://www.nber.org/papers/w26574.
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Our assumed values for y, and yx ensure that the share of income people devote to housing decreases
with higher income if prices remain constant, consistent with real-world patterns: People earning higher
income devote less of their income to housing than lower-income people in the same city.

We choose this set of parameter values because it generates realistic estimates of how much people with
average income typically devote to housing in lower-productivity versus high-productivity metros, relative
to income.

Setting utility from living in city H equal to utility from living in L, we can derive an equilibrium housing
price for H (P) for any assumed level of the income premium people earn in H (6 7). Plugging derived
housing prices into our expressions for optimal consumption of housing and the nonhousing bundle, we
calculate how much of the two items people will consume if they live in city H.

Table 5 shows how people’s equilibrium consumption of housing in city H, their consumption of
nonhousing goods and services in H, the price they’re willing to pay for housing in H, their resulting price-
to-income ratio in H, the share of income they devote to housing in H, and their utility from living in H vary
with the income premium they earn from living and working in H relative to living and working in L.

Table 5
Housing choices, prices, and income shares as functions of income
(base case)

oH hH xH P’;lz Pﬂ/ oH hpﬁl/ 0H  Utility
1 0.292 0.708 1.000 1.000 0.292 0.865
1.1 0.261 0.747 1.352 1.229 0.321 0.865
1.2 0.238 0.783 1.754 1.462 0.348 0.865
1.3 0.218 0.817 2.213 1.702 0.371 0.865
1.4 0.205 0.852 2.673 1.909 0.391 0.865
1.5 0.194 0.886 3.165 2.110 0.409 0.865
1.6 0.184 0.918 3.708 2.318 0.426 0.865

The first row of Table 5, for 8" = 0" = 1, shows results in the special case where income in city H is the
same as in city L. In this case, people devote 29% of their income to housing and 71% to all other goods
and services in either city.

If, on the other hand, people can earn 20% more in city H than in city L, the housing price level in H that
will leave them indifferent between H and L is 75% higher in H, translating to a 46% higher price-to-
income ratio. At this price, people in H would consume 18% less housing and 11% more of the bundle of
nonhousing goods and services than they would if they lived in L. The higher price they would pay for
housing in H more than offsets the smaller amount they would consume, so they devote a larger share of
their income to housing in H than in L (32% compared to 29%). Our assumed 20% income premium is

130



roughly equal to the premium income that medium-skilled people” earn by living in America’s wealthiest
metros relative to what people with the same education level earn in an average metro.

If people earn 30% more in city H — roughly equivalent to the income premium medium-skilled people
earn in the wealthiest metros relative to what they earn in the 100 lowest-income of the nation’s 250
largest metros — then the price-to-income ratio they experience in H is 70% higher than in L.

Our basic intuition: People can earn more and consume more nonhousing goods and services if they
choose city H over city L. Everyone would therefore choose city H unless the price of housing in H is so
high that they would end up with a home that’s considerably smaller, lower quality, or less well located in
H even after devoting a larger share of their income to housing. The home price-to-income ratio in H must
be significantly higher than in L to leave people indifferent between the two cities.

Table 5 shows results for income premiums above 1.3 because income gaps across U.S. metros can
exceed 50% for high-skilled people. Such people would be willing to accept price-to-income ratios more
than twice as high to enjoy the opportunities that come from working in H, the table shows.

Table 6 shows results when we change our assumed value for o to 1/10 but keep other parameters at the
same values. This set of parameters generates estimates of how much of their income people devote to
housing in lower- versus higher-productivity metros that are similar to what we observe in today’s very
expensive housing market.

Table 6
Housing choices, prices, and income shares as functions of income
(alternative case)

ot ht xH 24 pii /6" nP[l/@" Uty
1 0.344 0.657 1.000 1.000 0.344 0.845
1.1 0.315 0.693 1.294 1.176 0.371 0.845
1.2 0.291 0.727 1.626 1.355 0.394 0.845
1.3 0.272 0.760 1.984 1.526 0.415 0.845
1.4 0.257 0.792 2.364 1.689 0.434 0.845
1.5 0.244 0.822 2.776 1.851 0.452 0.845
1.6 0.234 0.853 3.194 1.996 0.467 0.845

Under this alternative set of parameter values, people are willing to accept only a 36% higher price-to-
income ratio in city H if they earn 20% more there than in L, and a 53% higher price-to-income ratio in H if
they earn 30% more by working there.

This exercise suggests that we should expect to see price-to-income differences between metros that are
roughly twice as large as the income differences between them in a well-functioning housing market, as

* Medium-skilled people: People with an associate degree or some college but no bachelor’s degree, for present purposes.
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we asserted in Section Il. In view of the actual income differences between U.S. metros today, we would
expect the wealthiest Northeast—Pacific Coast metros to have price-to-income ratios about 40% higher
than the average metro and 60% higher than metros that rank among the 100 lowest-income of America’s
250 largest metros.

In fact, price-to-income gaps between our 25 Northeast—Pacific Coast metros and most other metros are
considerably larger than this model predicts.
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Appendix 2: Sources and Methods

Sources

e The American Community Survey (U.S. Census Bureau): We use the following metrics at the
metropolitan area, county, and local levels (2010, 2017, and 2022 five-year estimates):

= Sector employment shares: We calculate the share of working people employed in
“creative” sectors (to use the term popularized by urbanist Richard Florida) as the sum of
shares for five sectors, as the ACS defines them: information; finance, insurance, and
real estate; professional, scientific, and management; educational services, health care,
and social services; and arts, entertainment, and recreation.

= Income measures: Median household income; population shares in 10 income bins; per
capita income; median income for workers; income by educational attainment level.

We use population shares across income bins — for instance, the share of workers
making between $50,000 and $74,999 — to estimate the 10th, 20th, 25th, 30th, 40th, and
70th household income percentiles for each metro, county, and locality in our dataset.
Our method: We assume individual households are distributed evenly within each bin and
estimate percentile cutoffs by interpolation. For instance, if 20% of a metro’s households
have income below $50,000 and 30% have income between $50,000 and $74,999, we
assume the latter 30% are spread evenly between $50,000 and $74,999, which would
mean that 10% of households have income greater than $50,000 but less than $58,333
($50,000 + (1/3)($74,999 - $50,000)). Thus we would arrive at an estimated 30th
percentile cutoff of $58,333. We use these percentile cutoff levels to calculate specific
home price-to-income ratios, such as the rent of the 30th percentile rental unit divided by
the 20th income percentile.

We calculate pro forma 30th, 40th, 50th, and 70th household income percentiles as the
estimated income a household at the given percentile level for America’s 250 largest
metros as a whole would earn in a given metro, county, or locality. Our goal is to correct
for self-selection in the population of each place: Educational attainment levels differ
greatly across metros, counties, and localities, so the household at (say) the median
income level in the wealthy San Francisco metro is likely to have higher educational
attainment levels than the household at the median income level in the average metro.
We want to estimate how much more income the same household would earn if they
chose to live in the San Francisco metro compared to what they would earn in the
average metro, recognizing that they would be at a lower income percentile if they chose
to live in the San Francisco metro. We presume that they would likely earn more in the
San Francisco metro because it is an exceptionally productive local economy, meaning
individual workers have higher productivity and thus higher income there than they would
have if they lived in a less productive place. Our method: We calculate the ratio of
median income for people with an associate degree or some college in each place to the
population-weighted average of this measure for the 250 largest metros and also the
same ratio for people with a bachelor’s degree. We multiply the 30th, 40th, and 50th
percentile cutoffs for the 250 largest metros as a whole (population-weighted average of
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medians) by each place’s ratio for people with an associate degree or some college to
arrive at three pro forma income levels. We multiply the 50th and 70th percentile cutoffs
for the 250 largest metros as a whole by each place’s ratio for people with a bachelor’s
degree to arrive at two more.

Poverty rates: Overall share of households below federal poverty thresholds; share of
households with children headed by a female householder.

Commuting: Mean one-way commute (in minutes); share of workers across several bins
for duration of one-way commute; means of commute (drive; public transit; walk or
bicycle; mostly work from home).

Housing units: Total units; breakdown into single family, 2-4 plexes multifamily, or
RVs/manufactured homes; breakdown by number of bedrooms; age of housing unit.

Monthly rent for renter households.
Value of home for owner-occupied units (self-reported in the ACS)."
Monthly ownership costs for homeowners with a mortgage.

Housing cost burdens: Percentage of renters and of homeowners with a mortgage
across several bins for housing costs as a percentage of income; percentile burdens,
estimated the same way we estimate income percentiles — for instance, housing costs as
a percentage of income for renters at the 20th, 30th, 40th, and 50th percentiles for this
ratio.

Homeownership rates, including overall rates and rates for White, Black, Hispanic,
and Asian populations.

Median housing cost burden (housing costs as percentage of income) for several
populations: Renters with household income between $35,000 and $49,999; renters
with household income between $50,000 and $74,999; renters ages 15 to 24.

Decennial Census (U.S. Census): Decennial population figures for cities back to 1820 and
metro areas back to 1990. We estimate the age of metro areas three ways — as the number of
years since the leading core city in the metro area first reached population of 100,000, 250,000,
and 500,000 in decennial Census counts.

* We recognize that self-reported estimates of the market value of a survey respondent’s home are likely to have significant errors
relative to professional estimates, particularly in a market with fast-changing market prices. However, studies show that percentage
cross-sectional differences across cities and percentage changes over time in self-reported values in the ACS reflect professional
estimates reasonably closely. (See Katherine A. Kiel and Jeffrey E. Zabel, “The Accuracy of Owner-Provided House Values: The
1978-1991 American Housing Survey,” Real Estate Economics 27 [1999]: 263-98; and Karen M. Pence and Brian Bucks, “Do

Homeowners Know Their House Values and Mortgage Terms?” FEDS working paper no. 2006-03 [2006].) Since we use ACS

estimates to make cross-sectional and over-time comparisons rather than to arrive at accurate absolute values, we believe we'’re
justified in using ACS self-reported values, alongside professional estimates from Zillow.
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Population Estimates program (U.S. Census): Annual population estimates for metros,
counties, and localities, 2000-2023.

Survey of Construction (U.S. Census): Annual figures at the metro, county, and local levels for
single-family, 2-4 plex, and multifamily building permits, 2010-2022.

Tax Policy Center: U.S. income quintile cutoffs, 2000 to 2022.444

CoStar: Annual estimates of apartments delivered at the metro, county, and local levels for 2007
to 2023, plus forecasts for 2024 and 2025; annual estimates of average rents and average rent
per square foot; annual estimates for vacancy rates. We calculate total new builds as a
percentage of period starting inventory for 2007-2010, 2010-2017, 2017-2023, and 2023-2025
(projected); growth rates in total inventory for each of these periods; average vacancy rates for
each period; average size in square feet of total inventory for each period; and average rents and
rent per square foot for 2007-2010, 2010-2016; 2014-2016; 2017-2023; and 2021-2023. The
author thanks CoStar for making this data available to SMU researchers for research purposes.

Yardi Matrix: End-of-year total inventory of apartments in relatively large buildings and new
builds for each year from 2010 to 2023, plus forecasts for 2024 and 2025, at the metro, county,
locality, and submarket level, divided into five categories: upper midrange, lower midrange, upper
workforce, lower workforce, and fully affordable (subsidized and/or income-restricted). We
combine the first four categories into a single “midrange” category to simplify the analysis and
calculate new builds for 2010-2016, 2017-2023, and 2024-2025 (projected). The author thanks
Yardi Matrix for sharing this data.

The S&P CorelLogic Case-Shiller National Home Price Index, 2000-2024.445

Bureau of Labor Statistics: Annual rent increases at the national level, as reflected in the
consumer price index, 2000-2024.

Federal Reserve Bank of St. Louis’s FRED database: Average residential mortgage rates at
the national level, 2000-2024; other national data series as noted in footnotes and endnotes.

Zillow: Annual average single-family home values at the metro, county, and local levels, 2000-
2023;446 annual average “lower-tier” single-family home value at each geographic level; annual
average value for single-family homes with three bedrooms at each geographic level, to control
for variation across places in home size.

Google Earth: Satellite images of counties and localities in our 25 Sun Belt—-Mountain metros, as
available in April 2024.

National Oceanic and Atmospheric Administration: Average January and July temperatures,
as available in May 2024.447

National Weather Service: Average rain and snowfall at the metro-area level, as available in
May 2024.448

135


https://www.taxpolicycenter.org/statistics/household-income-quintiles
https://fred.stlouisfed.org/series/CSUSHPINSA
https://www.zillow.com/research/data/
https://www.ncei.noaa.gov/access/monitoring/climate-at-a-glance/city/time-series
https://www.weather.gov/fwd/dmoprecip

Proximity to mountains, beach, and coasts: Binary variables at the metro-area level (1 if
metros are close for each feature, 0 otherwise), based on author’s judgment. Proximity to
mountains means mountains are visible and easily accessible from core cities within metro areas.
Proximity to beaches means beaches frequently visited for recreational purposes in relatively
warm locations. Proximity to coasts: 1 if metros qualify as close to beaches or if metros are
constrained by ocean or lake coasts, even if the latter aren’t widely seen as attractive beachfront
locations. (Scores available in the online Data Appendix)

Beauty: Binary variable at the metro-area level (1 if metro is widely considered exceptionally
beautiful, 0 otherwise), based on whether metros or their core cities are mentioned in at least one
of several media rankings for “most beautiful cities.” These include Forbes, Ranker, TourScanner,

and Original Travel.449

Hipster: Binary variable at the metro-area level (1 if metro is considered an exceptionally good
place for young professionals or hipsters, 0 otherwise), based on whether metros or their core

cities are mentioned in at least one of several media rankings. These include Rent.com, Niche,
LawnStarter, Business Insider, Forbes, and U.S. News & World Report.450

Foodie: Binary variable at the metro-area level (1 if metro is considered a leading “foodie” city, O
otherwise), based on whether metros or their core cities are mentioned in at least one of several
media rankings. These include U.S. News & World Report, Far & Wide, and Business Insider.451

SMU Bridwell Institute for Economic Freedom: Metropolitan Area Economic Freedom
index.452 The author thanks Dr. Dean Stansel, chief author of the index, for sharing the underlying
data.

U.S. Congress Joint Economic Committee: Social Capital index.453

Albert Saiz’s estimates of geographic constraints on expansion for 86 large metro areas.454

Population density data from several sources: Metro-area data on population from the U.S.
Census and on land area from USA.com;4%5 county and local land area data from various publicly
available local sources.

Methods

Methods for Section II: Why America needs faster housing growth

U.S. rents, home prices, and homeownership costs over time: We calculate the three time series from
which we generate Figure 1 as follows:

Rent-to-income ratio: We estimate the 30th percentile income level for each year as the mean
of the 1st and 2nd quintile income cutoffs, based on data from the Tax Policy Center. We divide
the rent index value from the Bureau of Labor Statistics consumer price index as of each year
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end by our estimate of the 30th percentile income level for the United States as a whole and
rebase the series so that the value for the start of 2000 is 1.

We focus on the 30th income percentile because households at this level rent the median rental
home (to the nearest decile). We arrive at this statement by estimating income deciles of the total
populations of renter households and homeowners at the national level, based on ACS data.

o Home price-to-income ratio: We estimate the 70th percentile income level for each year as the
mean of the 3rd and 4th quintile income cutoffs, based on data from the Tax Policy Center. We
divide the S&P CorelLogic Case-Shiller National Home Price Index as of each year end by our
estimate of the 70th percentile income level for the United States as a whole and rebase the
series to 1 for the start of 2000.

We focus on the 70th income percentile because households at this level own the median owner-
occupied home (to the nearest decile). We arrive at this statement by estimating income deciles
of the total populations of renter households and homeowners at the national level, based on
ACS data.

e Cost of homeownership as share of income: We estimate the annual cost of ownership by (1)
assuming homeowners borrow 80% of the purchase price of the average single-family home
value with a 30-year fixed-rate mortgage, (2) translating the average 30-year fixed-rate residential
mortgage rate for each year to an annual cost using a publicly available mortgage calculator to
estimate monthly payments and annualizing, and prorating the 20% down payment equally
across 10 years, since this is approximately how long homeowners tend to own a home on
average. We divide the annual cost by the 70th percentile income level, as estimated by the
method described above.

What should we expect?

o What we should expect for overall rents, home prices, and homeownership costs: For
rents, we start from the longtime federal standard that housing costs should generally not exceed
30% of a household’s income.45¢ But people can earn considerably higher incomes in some cities
than they could in other cities (see Appendix 1), which raises the question of whether we should
consider 30% an upper limit in the average city or even in the most productive, high-wage cities.
Since the federal standard is based on national data, we believe it makes sense to think of 30%
of income for families well below median income in an average metro as a reasonable
expectation in a well-functioning market. It follows that we should expect to see cost burdens
somewhat below 30% for people with income well below the local median in relatively low-income
areas, if housing markets are functioning well. We should expect to see even relatively low-
income families spending well over 30% in the nation’s highest-wage metros, since they would
earn enough to pay such higher rents and still have living standards as high or higher than they
would enjoy in lower-wage metros. We estimate that well-functioning markets might generate
rent-to-income ratios of around 25% to 27% of income for families at the 30th income percentile
and above in relatively low-wage metros and around 38% to 41% for families in the 30th
percentile in the nation’s wealthiest metros.
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We should expect that home prices in a well-functioning market would usually be at levels that
would generate a market return to owners if rented out at prevailing rents. Recognizing the many
assumptions one might make in estimating such levels, we base our estimates on simple
premises. Suppose long-term risk-free fixed-income instruments yield 4% and that investors
require a 1% premium for bearing the price risk associated with residential real estate, so their
required return is 5%.

Consider, first, the case of houses in relatively low-wage metros with low expected future
productivity growth, ample developable land, and relatively permissive land-use rules — that is,
metros where we would expect home prices to be lowest relative to rents. We assume that land
would represent only 20% of a typical home’s value in such metros and that structures depreciate
at 2% per year, meaning depreciation reduces a home’s value by 2% a year, all else equal. We
further assume that investors would lose 0.5% per year in real terms from either population
shrinkage (which means falling demand for space in the city) or dilution of the value of space
(from easy outward expansion of the metro more than offsetting population growth), more than
offsetting the rise in real value associated with rising productivity in the metro (which raises the
value of well-located locations there). Since these two factors reduce returns by about 2%,
investors would require a net operating income (NOI) of about 7% of their investment. To earn
7% NOI after operating costs, we assume investors would need to receive about 11% in gross
rents and would realize an NOI margin of about 64%. If rent amounts to 11% of a home’s market
value, then the market value should be around nine times rent. If rents amount to 25% to 27% of
income, home values should be about 2.3 to 2.5 times people’s income in metros at the low end
of the range. This estimate matches the low end of home price-to-income ratios that prevailed in
metros with average or below-average incomes between the 1960s and 1980s.

Now consider the case of houses in very high-wage metros with high expected future productivity
growth, constrained land supply, and restrictive land-use rules — that is, metros where we would
expect home prices to be highest relative to rents. We assume that land might amount to half of a
typical home’s value in such a metro, meaning depreciation of 2% structure value would reduce
the home’s total value by 1% per year. We further assume that investors would gain 1.0% per
year in real terms from population growth and/or rising productivity in the metro, more than
offsetting the dilution effect from modest outward expansion of the metro. Investors would require
an NOI of about 5% of their investment, which we assume would translate to gross rental revenue
of about 8% of the typical home’s market value. This implies that home values should be about
12 times rents and 4.5 to five times people’s income, based on rent-to-income ratios of 38% to
41%. From the 1960s to 1980s, homes in the nation’s wealthiest metros typically had price-to-
income rations some 20% to 30% higher than in average metros, which translates to price-to-
income ratios between three and four times. Since then, income gaps between low-wage and
high-wage metros have widened, which suggests to us that the home price-to-income ratios that
would prevail in the wealthiest metros in a well-functioning housing market should be somewhat
higher than the three- to four-times range.

As for how we should expect rents and home prices to evolve over time, we suggest that both
should rise faster than overall goods and services inflation because the value of a home’s
location on the map — an important part of its total value — should rise with productivity growth,
which is to say with the value of economic activity that can occur there, slightly diluted if the metro
grows outward more than population grows. This assumption is consistent with historical
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experience: Shelter costs have typically experienced inflation slightly greater than overall inflation,
including in the late 20th century. On the other hand, we believe it’s highly improbable that rents
and home values would rise faster than nominal incomes per capita in a well-functioning market.
For the vast majority of physical goods, production costs have fallen relative to wages over the
long term, reflecting increases in productivity, and people have devoted a falling share of income
to them over time. The quality and size of homes has risen, but at a slower pace than real wage
growth by any measure. We should thus expect rents and home prices to rise at a pace greater
than overall goods and services inflation but no faster than nominal income growth.

We should also expect to see home prices fluctuate relative to rents based on shifts in interest
rates and in people’s expectations for future home price appreciation. Expectations for five-year-
out appreciation, as measured by surveys, rarely fluctuate outside a narrow range. Two
exceptions: They went far above long-term normal levels between 2004 and 2006 and again
between 2022 and 2024, and they went well below their normal range between 2009 and 2011."

o What should we expect across cities? We arrive at estimates for how wide we should expect
the gaps across metros to be in a well-functioning housing market by two methods: First, we
derive estimates from a theoretical model, calibrated to produce realistic figures for how much
income people devote to housing in different cities and at different income levels within the same
city. (See Appendix 1.)

Second, we generate predicted price-to-income ratios for each of America’s 250 largest metros
and for each of the 248 counties and municipalities in our Sun Belt—-Mountain metro dataset
through a quantitative model. Our model is the best fitting we can find for predicting our
composite price-to-income ratios, based on a series of regression models. For whole metro
areas, right-side predictive variables include total 2010 population, 2010 population density,
people with an associate degree or some college as a share of all people without a bachelor’s
degree, medium household income, rainfall per year, average January temperature, whether the
metro is constrained by a coastline (binary variable), whether it is known for recreational beaches
(binary variable), whether it’s adjacent to mountains (binary variable), and whether it's known for
exceptional beauty (binary variable).”™ We derive predicted price-to-income ratios for each metro
by plugging actual values for each metro into our regression equation.

We generate our predictive model for counties and municipalities by the same method, grouping
all counties and municipalities together in the same dataset. Right-side predictive variables
include the share of workers working in creative industries, 2010 metro-area density, 2010 locality
density, percent open developable space (recalibrated as z-scores, calculated separately for
counties and municipalities since counties mostly have far more open space), mean commuting
time, average January temperature, whether the metro is close to beaches, whether it’s close to
mountains, whether it’s considered an exceptionally good “foodie” city, and whether it’s
considered an exceptionally good city for young professionals or hipsters.

If the model’s right-side variables predict policy differences, our predictive model will yield biased
estimates of how far apart we should expect the price-to-income ratios of metros to be. For

* See Glaeser and Gyourko, “The Economic Implications of Housing Supply.”
" See regression model in the online Data Appendix.
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instance, if places with high creative worker shares or great mountain or ocean views also tend to
have stricter land-use policies, then the differences the model generates in predicted price-to-
income ratios would reflect both the effects of differences in these demand factors and also
differences in land-use policies. We expect this is the case, so we also look at the predictions
from our calibrated theoretical model, and we don’t overstate the precision of these estimates.

Why America’s housing markets are out of whack

e America’s housing shortfall: To estimate the shortfall in housing production, we derive
estimates of how many new housing units the United States should have built each year from
2000 to 2023. Leaving aside fluctuations in for-sale inventory levels, we assume the nation needs
to add sufficient new units each year to keep up with overall population growth and to replace
obsolete older units. We estimate the number of units needed to keep up with population growth
each year as the absolute increase in population that year divided by the average household size
as of that year (total population divided by total housing units). We estimate required replacement
levels as 1.00% to 1.33% of the total housing stock as of the start of each year, based on the
premise that houses have a useful life of 75 to 100 years on average, giving us a range of
required replacement levels. The economics literature contains a wide variety of assumptions
about the useful lives of homes. Actual rates of demolition have run somewhat below 1% each
year in the 21st century, but this is the natural result of very low rates of new development.

¢ Quantifying the effect of housing supply on rents and home prices: We calculate composite
scores for housing growth as well as for home price-to-income ratios from 2010 to 2023 for each
of America’s 250 largest metros and each of the 248 counties and municipalities in our Sun Belt—
Mountain metro dataset. (See full explanation in our discussion of methods for Section Il below.)
We estimate the effect of variation in composite housing growth scores on home price-to-income
ratios across metro areas and across localities separately. We derive estimated effects by
regressing home price-to-income ratios on housing growth scores, including all right-side
variables from our best-fitting model for price-to-income ratios as controls.

We estimate all regression models by ordinary least squares multivariate regression.

¢ Open space in Sun Belt-Mountain state cities and counties: We estimate the amount of open
developable space as a share of total land mass for each county and municipality in our Sun
Belt—Mountain metro dataset by superimposing county or municipal boundaries on satellite
images in Google Earth and estimating the share of open developable space to the nearest 10%
by visual inspection. We convert each raw percentage for individual municipalities into z-scores
using the mean and standard deviation of percentages for all municipalities and convert raw
percentages for counties into z-scores separately using the mean and standard deviation of
percentages for all counties We calculate z-sores for counties and municipalities separately
because observed open space percentages are far higher for most counties than most
municipalities and including them together in raw form would suggest that counties
overwhelmingly have easier construction environments than municipalities. This would be
misleading, since far more open space in most Sun Belt and Mountain metro counties is in
remote locations where developers wouldn'’t likely build in the near term than in most
municipalities.
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Methods for Section lll: America’s most pro-growth cities

Our strategy for scoring the policies of each metro area and locality in our dataset for how pro-growth or
restrictive they are is to make inferences about policy environments from observed housing growth and
price-to-income ratios between 2010 and 2023.

Our strategy reflects two considerations. First, localities operate so many land-use and housing policies —
some explicit and some embodied in local processes for permitting and other activities — that it would be
virtually impossible to arrive at a comprehensive catalogue of specific policies in each of the 498
geographic units we want to evaluate. “Creativity on the part of local governments [with respect to efforts
to influence local housing supply] appears to know virtually no bounds,” housing economists Joseph
Gyourko and Raven Molloy conclude.”

Second, prominent economic papers on housing and land-use policies have employed a strategy similar
to ours, so we can draw on methodological approaches in these papers.™

We calculate four scores for each metro or locality of interest: an overall score for 2010-2023, a score for
the lower-tier segment of the market for the same period, and overall scores for the two subperiods 2010-
2016 and 2017-2023. We calculate the latter two scores to evaluate the extent to which policy
environments changed over the period from 2010 to 2023.
Housing growth measures: We calculate composite housing growth scores from 17 measures, which
we list below. Our goal is to reward places for achieving high growth rates across a variety of housing
types as well as overall. We calculate composite scores for each of America’s 250 largest metros by the
following method, then separately calculate composite scores for each of the 248 counties and
municipalities in our Sun Belt-Mountain metro dataset.
We include the following 17 measures in our composite housing growth scores:

e Growth rate of units, 2010 to 2022 (ACS).

e Growth rate of single-family units, 2010 to 2022 (ACS).

e  Growth rate of multifamily units, 2010 to 2022 (ACS).

e Growth rate of one-bedroom units, 2010 to 2022 (ACS).

e Growth rate of two-bedroom units, 2010 to 2022 (ACS).

e Growth rate of three-bedroom units, 2010 to 2022 (ACS).

* Joseph Gyourko and Raven Molloy, “Regulation and Housing Supply,” in Handbook of Regional and Urban Economics, ed. Gilles
Duranton et al., vol. 5, (Elsevier, 2015), 1289—-1337.

** See, for instance, Edward L. Glaeser et al., “Urban Growth and Housing Supply,” Journal of Economic Geography 6 (2006): 71—
89, https://ssrn.com/abstract=917712; Albert Saiz, “On Local Housing Supply Elasticity,” working paper (University of Pennsylvania
Wharton School, July 2008), https://papers.ssrn.com/sol3/papers.cfm?abstract id=1193422.
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e Share of total housing stock built since 2010, as of 2022 (ACS).
e Building permits, 2010-2022 as a percentage of 2010 units (U.S. Census Survey of Construction).
e Building permits, 2017-2022 as a percentage of 2010 units (U.S. Census Survey of Construction).

e Single-family building permits, 2010-2022 as a percentage of 2010 single-family units (U.S.
Census Survey of Construction).

e Single-family building permits, 2017-2022 as a percentage of 2010 single-family units (U.S.
Census Survey of Construction).

e  Multifamily building permits measured by units, 2010-2022, as a percentage of 2010 multifamily
units (U.S. Census Survey of Construction).

e  Multifamily building permits measured by units, 2017-2022, as a percentage of 2010 multifamily
units (U.S. Census Survey of Construction).

e Growth rate of apartment inventory, 2010 to 2023 (CoStar).
e Growth rate of apartment inventory, 2017 to 2023 (CoStar).
e New apartment builds, 2010-2023, as a percentage of 2010 inventory (CoStar).
e New apartment builds, 2017-2023, as a percentage of 2017 inventory (CoStar).

For our lower-tier segment housing growth scores, we calculate composite scores by the same method,
but with just the following nine measures:

e Growth rate of one-bedroom units, 2010 to 2022 (ACS).
e Growth rate of two-bedroom units, 2010 to 2022 (ACS).
e Growth rate of three-bedroom units, 2010 to 2022 (ACS).

e  Multifamily building permits measured by units, 2010-2022, as a percentage of 2010 multifamily
units (U.S. Census Survey of Construction).

e  Multifamily building permits measured by units, 2017-2022, as a percentage of 2010 multifamily
units (U.S. Census Survey of Construction).

e Growth rate of apartment inventory, 2010 to 2023 (CoStar).
e Growth rate of apartment inventory, 2017 to 2023 (CoStar).

e New apartment builds, 2010-2023, as a percentage of 2010 inventory (CoStar).
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e New apartment builds, 2017-2023, as a percentage of 2017 inventory (CoStar).

To create composite scores, we calculate z-scores for each of our 17 measures, where the z-score for
each place is the place’s value on the relevant measure less the mean value for all metros (or localities)
on this measure, divided by the standard deviation of the values for all metros (or localities) on this
measure. We convert all underlying values to z-scores because our 17 measures have varying scales, so
taking averages of them would mean combining apples and oranges, as it were. We then convert back to
a growth score by the following method: We calculate a weighted average of the unconverted growth
rates for each metro (or locality), assigning 50% weight to the unweighted mean of all measures that
cover single-family as well as multifamily units, a 35% weight to the unweighted mean of all measures
that cover only single-family units (in view of the 71% share of single-family homes in the total housing
stock), and a 15% weight to the unweighted mean of all measures that cover only multifamily units
(including 2-4 plexes). We then calculate the difference between the mean and minimum of this weighted
average across metros (or localities), and multiple this difference by each place’s average z-score. We
calculate a weighted average of the 17 z-scores for each metro (or locality) using the same weights as
above, and we multiply the difference between the overall mean and minimum of the weighted average
growth rate by the weighted average z-score for each metro (or locality) to generate overall housing
growth scores for each place.

To calculate weighted averages of unconverted growth rates and of z-scores for the lower-tier segment,
we assign a weight of 67% to the unweighted mean of the first three measures and a 33% weight to the
unweighted mean of the last six measures, generating growth scores that weight multifamily much more
heavily than in the overall scores, at about 45% of the total.

We leave specific measures of income-restricted and LIHTC apartment development out of our growth
measures because we want to analyze the relationship between development of subsidized units and
development of market-rate units, so our growth scores primarily reflect the latter.

Price-to-income measures: Our price-to-income scores represent a composite of 68 individual ratios,
each with a housing price or annual cost measure as the numerator and an income measure as the
denominator. Out lengthy list of measures reflects the fact that there is no one “correct” way to match
price or cost measures with income figures. Different ratios capture affordability in different ways, and we
believe all the ratios we use capture some important aspect of housing market realities.
Our list of ratios reflects variation across all the following dimensions:
e Home price or rent measures:
= Average price or ownership cost: ACS average single-family home values versus
Zillow average overall single-family home values versus Zillow average lower-tier single-
family home values versus Zillow average 3-bedroom single-family values.

= Year(s): 2022 versus 2018-2022 ACS average versus 2017-2023 Zillow overall average.

= Position in the price/cost distribution: Median price versus 40th percentile price
versus 30th percentile price versus 20th percentile price versus 50th percentile
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ownership cost burden versus 60th percentile ownership cost burden versus 70th
percentile ownership cost burden versus 80th percentile ownership cost burden.

= Rent: ACS median rent versus CoStar average rent per unit versus CoStar average rent
per square foot.

= Year(s): 2022 ACS versus 2017-2023 CoStar versus 2021-2023 CoStar.

= Position in the rent/rent burden distribution: Median rent versus 40th percentile rent
versus 30th percentile rent versus 20th percentile rent versus median rent burden versus
60th percentile rent burden versus 70th percentile rent burden versus 80th percentile rent
burden versus rent burden for people with income below $35,000 versus rent burden for
people between $35,000 and $50,000 versus rent burden for people between $50,000
and $75,000 versus rent burden for people between $75,000 and $100,000 versus rent
burden for people ages 15 to 24.

¢ Income measures:

* Income: 2022 median household income versus average of 2018 and 2022 median
household income versus median individual income versus 70th percentile income
versus 40th percentile income versus 30th percentile income versus 20th percentile
income versus pro forma median household income versus pro forma 70th percentile
income versus pro forma 40th percentile income versus pro forma 30th percentile
income.

= Year(s): 2022 versus 2018-2022 average.

Different ratios capture affordability from different points of view. Median home value to median income,
for instance, captures the idea that the median person might aspire to own the median owner-occupied
home, though in fact they can’t afford it. Median home value-to-70th percentile income matches people in
the income distribution with the home price they’re most likely to be paying at present, supposing they’re
a homeowner, just as median rent-to-30th percentile income matches people with the rent they’re likely to
be paying if they're a renter. Actual 50th, 60th, 70th, and 80th ownership cost or rent burdens captures
the actual share of income going to housing for families who are the median, the 60th percentile, the 70th
percentile, and the 80th percentile specifically for housing cost burdens, so it fully captures the actual
burdens people face after they make their housing choices. Our pro forma measures capture how home
prices vary across cities for the same family deciding where to live, recognizing that they would earn more
but also pay higher home prices in wealthy, expensive places.

For our main price-to-income scores, we combine our 68 measures to arrive at composite scores as
follows:

e Price/ownership cost measures:
= 2022 ACS median home value to 2022 median household income.

= 2023 Zillow mean home price to 2022 median household income.
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2023 Zillow mean three-bedroom home price to 2022 median household income.
2023 Zillow mean lower-tier home price to 2022 median household income.

Average of 2018 and 2022 ACS median home values to average of 2018 to 2022 median
household incomes.

Average of 2018-2023 Zillow mean home prices to average of 2018 and 2022 median
household incomes.

Average of 2018-2023 Zillow mean three-bedroom home prices to average of 2018 and
2022 median household incomes.

Average of 2018-2023 Zillow mean lower-tier home prices to average of 2018 and 2022
median household incomes.

2022 ACS median home value to 2022 median individual income.

2023 Zillow mean home price to 2022 median individual income.

2023 Zillow mean three-bedroom home price to 2022 median individual income.
2023 Zillow mean lower-tier home price to 2022 median individual income.
2022 ACS median home value to 2022 70th percentile household income.

Average of 2018 and 2022 ACS median home values to average of 2018 to 2022 70th
percentile household incomes.

2023 Zillow mean home price to 2022 70th percentile household income.

2023 Zillow mean three-bedroom home price to 2022 70th percentile household income.
2023 Zillow mean lower-tier home price to 2022 70th percentile household income.
2022 ACS 40th percentile home value to median household income.

2022 ACS 30th percentile home value to 40th percentile household income.

2022 ACS 20th percentile home value to 30th percentile household income.

2021-2023 Zillow mean lower-tier home price to 40th percentile household income.
2017-2023 Zillow mean lower-tier home price to 40th percentile household income.

2021-2023 Zillow mean lower-tier home price to 30th percentile household income.
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2017-2023 Zillow mean lower-tier home price to 30th percentile household income.
2022 ACS median home value to pro forma 70th percentile household income.
2023 Zillow mean home price to pro forma 70th percentile household income.

2022 ACS 40th percentile home value to pro forma median household income based on
earnings of people with an associate degree or some college.

2022 ACS 40th percentile home value to pro forma median household income based on
earnings of people with a bachelor’s degree.

2022 ACS 30th percentile home value to pro forma 40th percentile household income.
2023 Zillow mean lower-tier home price to 2022 40th percentile household income.
2022 ACS 20th percentile home value to pro forma 30th percentile household income.
2023 Zillow mean lower-tier home price to 2022 30th percentile household income.
2022 ACS median ownership cost to income.

2022 ACS 60th percentile ownership cost to income.

2022 ACS 70th percentile ownership cost to income.

2022 ACS 80th percentile ownership cost to income.

¢ Rent measures:

2022 ACS median rent to median household income.

2017-2023 average CoStar rent per unit to median household income.
2021-2023 average CoStar rent per unit to median household income.
2017-2023 average CoStar rent per square foot to median household income.
2021-2023 average CoStar rent per square foot to median household income.
2022 ACS median rent to 30th percentile household income.

2022 ACS 40th percentile rent to 25th percentile household income.

2022 ACS 30th percentile rent to 20th percentile household income.
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2022 ACS 20th percentile rent to 10th percentile household income.

2022 ACS median rent to income.

2022 ACS 60th percentile rent to income.

2022 ACS 70th percentile rent to income.

2022 ACS 80th percentile rent to income.

2022 ACS median rent to income for households with income below $35,000.

2022 ACS median rent to income for people with income between $35,000 and $50,000.
2022 ACS median rent to income for people with income between $50,000 and $75,000.

2022 ACS median rent to income for people with income between $75,000 and
$100,000.

2022 ACS median rent to income for people 15 to 24.

Average 2017-2023 CoStar mean rent to 40th percentile household income.
Average 2021-2023 CoStar mean rent to 40th percentile household income.
Average 2017-2023 CoStar mean rent to 30th percentile household income.
Average 2021-2023 CoStar mean rent to 30th percentile household income.

Average 2017-2023 CoStar mean rent per square foot to 40th percentile household
income.

Average 2021-2023 CoStar mean rent per square foot to 40th percentile household
income.

Average 2017-2023 CoStar mean rent per square foot to 30th percentile household
income.

Average 2021-2023 CoStar mean rent per square foot to 30th percentile household
income.

2022 ACS median rent to pro forma 30th percentile household income.
2022 ACS 40th percentile rent to pro forma 30th percentile household income.

Average 2021-2023 CoStar mean rent to pro forma 40th percentile household income.
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= Average 2021-2023 CoStar mean rent to pro forma 30th percentile household income.

= Average 2021-2023 CoStar mean rent per square foot to pro forma 40th percentile
household income.

=  Average 2021-2023 CoStar mean rent per square foot to pro forma 30th percentile
household income.

We calculate composite scores from these 68 specific ratios for America’s 250 largest metros and for our
248 Sun Belt—-Mountain localities separately. We proceed as follows: We convert each ratio for a metro to
a z-score, then calculate a weighted average z-score, assigning a 70% weight to the unweighted mean of
the 36 home price/ownership cost z-scores and a 30% weight to the unweighted mean of the 32 rent z-
scores. We calculate a weighted average price-to-income score, converting cost measures to price
measures by dividing by 0.08 as a simplifying assumption, and using the same weighting system as we
use for z-scores. We take the difference between the average and the minimum of the weighted mean
price-to-income ratios for each metro (or locality), and multiply by the weighted z-score for each metro to
arrive at a composite price-to-income score.

We calculate composite price-to-income scores for the lower-tier market from 13 of these home
price/ownership cost ratios and 25 of our rent ratios, as follows:

e Price/ownership cost measures:

2022 ACS 30th percentile home value to 40th percentile household income.

= 2022 ACS 20th percentile home value to 30th percentile household income.

= 2021-2023 Zillow mean lower-tier home price to 40th percentile household income.

= 2017-2023 Zillow mean lower-tier home price to 40th percentile household income.

= 2021-2023 Zillow mean lower-tier home price to 30th percentile household income.

= 2017-2023 Zillow mean lower-tier home price to 30th percentile household income.

= 2022 ACS 30th percentile home value to pro forma 40th percentile household income.
= 2023 Zillow mean lower-tier home price to 2022 40th percentile household income.

= 2022 ACS 20th percentile home value to pro forma 30th percentile household income.
= 2023 Zillow mean lower-tier home price to 2022 30th percentile household income.

= 2022 ACS 60th percentile ownership cost to income.

= 2022 ACS 70th percentile ownership cost to income.

148



= 2022 ACS 80th percentile ownership cost to income.

¢ Rent measures:
= 2022 ACS median rent to 30th percentile household income.
= 2022 ACS 40th percentile rent to 25th percentile household income.
= 2022 ACS 30th percentile rent to 20th percentile household income.
= 2022 ACS 20th percentile rent to 10th percentile household income.
= 2022 ACS median rent to income.
= 2022 ACS 60th percentile rent to income.
= 2022 ACS 70th percentile rent to income.
= 2022 ACS 80th percentile rent to income.
» 2022 ACS median rent to income for households with income below $35,000.
= 2022 ACS median rent to income for people with income between $35,000 and $50,000.
= 2022 ACS median rent to income for people 15 to 24.
= Average 2017-2023 CoStar mean rent to 40th percentile household income.
= Average 2021-2023 CoStar mean rent to 40th percentile household income.
= Average 2017-2023 CoStar mean rent to 30th percentile household income.
= Average 2021-2023 CoStar mean rent to 30th percentile household income.

= Average 2017-2023 CoStar mean rent per square foot to 40th percentile household
income.

= Average 2021-2023 CoStar mean rent per square foot to 40th percentile household
income.

= Average 2017-2023 CoStar mean rent per square foot to 30th percentile household
income.

= Average 2021-2023 CoStar mean rent per square foot to 30th percentile household
income.

= 2022 ACS median rent to pro forma 30th percentile household income.
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= 2022 ACS 40th percentile rent to pro forma 30th percentile household income.
= Average 2021-2023 CoStar mean rent to pro forma 40th percentile household income.
= Average 2021-2023 CoStar mean rent to pro forma 30th percentile household income.

= Average 2021-2023 CoStar mean rent per square foot to pro forma 40th percentile
household income.

=  Average 2021-2023 CoStar mean rent per square foot to pro forma 30th percentile
household income.

We calculate weighted average z-scores as before, but assigning a 40% weight to the unweighted mean
of the 13 home price/ownership cost z-scores and a 60% weight to the unweighted mean of the 25 rent z-
scores.

Estimating demand and supply curves: We estimate demand curves for each metro and locality two
ways.

First, we generate predicted values for the housing growth scores for each metro and locality using a
quantitative predictive demand model. Our model is the best fitting we can find for predicting our
composite housing growth scores, based on a series of regressions. For whole metro areas, right-side
predictive variables include 2010 population density, mean January temperature, whether a metro is
constrained by a coastline, whether it’'s known for recreational beaches, whether it’s near mountains, and
whether it’'s known as an exceptionally good place for young professionals and hipsters. We generate
predicted values using each metro’s values for these measures and the coefficients from our best-fitting
regression.”

We also calculate a “demand proxy” variable that turns out to be highly predictive of housing growth
scores. We generate predicted housing growth scores both with and without the demand proxy, then
average the two to arrive out our first predicted value for housing growth. We look at demand scores both
ways because the demand proxy may or may not be influenced by policies in effect between 2010 and
2023, and our goal is to estimate how much housing growth each metro would have experienced if all
metros had the same policies. Our demand proxy is the unweighted mean of seven growth variables,
seven price-to-income variables, and one measure of vacancy rates from the 2000-2011 period. Our
premise is that high growth, high home price-to-income ratios and low vacancy before 2010-2011
probably mean there was high demand to live in a metro before 2010, and the factors that led to high
demand then are likely to be relevant in the more recent period since 2010-2011. On the other hand,
policies that were in effect in the 2000s may not be very predictive of policies in effect since 2010-2011.

The seven included growth variables are population growth from 2000 to 2010, population growth from
2010 to 2012, single-family permits from 2000 to 2009 as a percentage of 2000 total units, multifamily
permits as a percentage of 2000 units, CoStar apartment inventory growth from 2007 to 2010, and
CoStar apartment new builds as a percentage of 2007 inventory. Our seven included price-to-income

* See underlying data and regression results in the online Data Appendix.
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variables are 2010 median home price to median household income, average Zillow home price 2000-
2009, average Zillow three-bedroom home price 2000-2009, average Zillow home price 2009-2011,
average Zillow three-bedroom home price 2009-2011, average CoStar rent 2007-2009, and average
CoStar rent per square foot 2007-2009. Our final variable is average CoStar apartment vacancy rate
2007-2009, with z-scores multiplied by -1.

While we recognize that the demand proxy likely reflects policies in effect before 2010, it turns out that the
predicted growth scores our predictive model generates with and without the demand proxy included are
very similar (correlation: 0.68).

Second, we infer the position of each metro or locality’s demand curve from observed housing growth and
price-to-income scores.

We start by converting our composite price-to-income scores to logarithmic scale so that equal-sized
differences along a straight-line demand or supply curve will represent equal-sized percentage changes
in home price-to-income ratios. Analyzing our metro area data separately from our Sun Belt—-Mountain
locality data, we regress composite price-to-income scores expressed in logs on our composite housing
growth scores.

Again, we estimate all regression models by ordinary least squares.

Figure 7 shows a scatterplot of actual housing growth scores and price-to-income scores at the metro-
area level, while Figure 8 shows predicted metro-area housing growth scores against predicted price-to-
income scores, with a best-fit regression line superimposed. As expected, both figures show an upward-
sloping relationship between the variables. Metros that have experienced relatively fast housing growth
typically have relatively high price-to-income ratios. This indicates that differences in demand strongly
affect prices — probably with larger effects than the actual differences we see in housing and land-use
policies.

Predicted housing growth and price-to-income ratios have a similar relationship in our Sun Belt—Mountain
localities dataset. Figure 9 shows actual housing growth and price-to-income scores, while Figure 10
shows predicted housing growth and price-to-income scores. The best-fit line’s slope is less steep in the
localities dataset: 0.063 for our localities compared to 2.595 for metro areas. This is as expected, since
neighboring localities are likely to be closer substitutes for one another in the eyes of people deciding
where to live than different metro areas. Easier substitution means we should expect less variation in
price-to-income ratios for a given variation in housing growth scores. Still, it’s notable that the best-fit line
still slopes slightly upward rather than downward for localities. This means demand differences and
supply curve differences likely have similar-sized market effects.

Our method reflects the assumption that variation around the upward-sloping best-fit line results from
differences across metros and localities in both housing policies and nonhousing factors that affect metro-
area housing supply curves like coastlines and mountains that constrain metropolitan expansion. This
assumption implies that supply curves for different places would vary based on nonhousing factors even if
all metros and localities had the same housing and land-use policies.
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Figure 7
Housing growth and prices, actual
(250 largest metros)

Housing Growth & Price: Actual Values
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Figure 8
Housing growth and prices, predicted
(250 largest metros)
Housing Growth & Price: Predicted Values
3
25
[ ]
g
=]
E
£
&
—
y =2.5948x + 0.8568
o R?=0.355
-0.1 0 0.1 0.2 0.3 0.4

Housing Growth

152




Figure 9
Housing growth and prices, actual
(248 Sun Belt—Mountain localities)
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Housing growth and prices, predicted
(248 Sun Belt—Mountain localities)
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We estimate the position of each metro’s or locality’s housing demand curve by assuming that (1) the
place’s actual housing growth and price-to-income scores represent a point on the place’s demand curve
(at the intersection with its actual, unobservable supply curve), and (2) all metro-area demand curves
have the same constant slope. We assume also that demand curves for all Sun Belt—Mountain localities
have the same constant slope as well, with a less steep slope than metro-areas demand curves.

We assume that metro-area “as-if” supply curves — meaning the supply curves metros would have if all
metros had the same housing and land-use policies — vary across metros but have the same slope, equal
to the coefficient on predicted housing growth scores from regressing predicted home price-to-income



ratios on predicted housing supply growth scores and non-policy supply constraints. The coefficient we
derive is similar to but not precisely equal to the slope of the best-fit line from Figure 8. Likewise, we
assume that as-if supply curves for our Sun Belt—Mountain localities vary across localities but have the
same slope, equal to the coefficient on predicted housing growth scores from a similar regression. This
coefficient is likewise similar but not equal to the best-fit line’s slope from Figure 10.” In both cases, we
estimate as-if supply curves as upward-sloping lines with our calculated slopes, shifted upward or
downward based on physical supply constraints imposed by coasts or mountains.

We identify the intersection of our estimated demand curve and estimated as-if supply curve for each
metro and locality by combining equations for demand and as-if supply curves.

Demand:
Pi =mGl+ (PO_mGO)
where G; = Growth score we would expect for place i if all places have same policies
P; = Price-to-income ratio for place i if i experienced growth of G;
m = Slope of metro (or locality) demand curves (see discussion below)
P, = Actual price-to-income ratio
G, = Actual housing growth score
Supply:
Pi = BGL + Zl.}\‘
where G; = Growth score we would expect for place i if all places have same policies
P; Price-to-income ratio for place i if i experienced growth of G;
B Slope of metro (or locality) as-if supply curves, from regressions
Z; Vector of nonpolicy factors affecting supply curves
Y = Vector of coefficients estimating effect of variation in nonpolicy factors

Combining equations to solve for G;, we have:
mGi + (PO - mGO) = BGl + Zl}\’

Rearranging, we arrive at the following:

6= (=) 1Po —mGiy — 201

To solve for G;, we plug in the following numbers:

e B is the slope from our two regressions of predicted price-to-income ratios on predicted housing
growth scores: 3.114 for metros and 0.160 for localities.

* See regression results in the online Data Appendix.
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e mis our assumed constant demand curve slope. For metros, we assume a value of -1.538, and
for localities, we assume a value of -1.333. We estimate these slopes based on existing literature
on the elasticity of housing demand with respect to price. For metros, we assume that a 1%
increase in home price-to-income ratios in a metro area, with housing prices in all other places
held constant, is associated with a 0.65% decline in housing demand for housing in that metro.
We can think of this demand curve as a compensated demand curve, since higher prices in our
dataset tend to come with incomes sufficiently higher to keep utility roughly constant. Several
careful studies point to elasticities of compensated housing demand of about -0.65." For localities,
we assume that a 1% price-to-income increase is associated with a 0.75% fall in demand.” These
assumed elasticities translate to slopes of -1.538 and -1.333, the respective inverses of -0.65 and
-0.75.

e P, and G, represent actual observed housing growth and price-to-income scores for each metro
or locality.

e Z;: Regressing predicted price-to-income ratios on predicted housing growth scores and other
variables, we find that the two variables that most consistently have significant effects on
predicted price-to-income ratios at the metro-area level are 2010 density (people per square mile)
and whether the place is constrained by a coastline, a binary variable. We assume the vector Z;
consists of these two variables. At the level of Sun Belt—-Mountain localities, we find three
significant variables: 2010 metro-area density, 2010 locality density, and open space (recalibrated
as we explain in our “Sources” discussion above). To arrive at demand curve estimates at the
locality level, we assume Z; consists of these three variables.

e ): For metros, the vector of effects of variation in Z; consists of the coefficient 0.0004212 for 2010
density and 0.2402 for the binary coastline variable, both drawn from the regression we note in
the previous bullet point. For Sun Belt—-Mountain localities, the vector of coefficients — calculated
the same way — consists of the coefficient -0.000375 for metro-area density, the coefficient
0.0000551 for locality density, and the coefficient -0.05439 for our open space variable.

With these inputs, we calculate a second predicted housing growth score (G;) for each metro and locality.
Our two demand scores are highly correlated with one another despite the very different ways we
estimate them (correlation: 0.84).

* Eric Hanushek and John Quigley found a long-term elasticity, allowing people multiple years to adjust to price shocks, of -0.65 for
the Pittsburgh metro area and -0.45 for the Phoenix metro. David Albouy et al. arrived at a nationwide estimate of about -2/3. They
report that the lowest-end estimates in the literature are -0.3 and the highest are about -1.0. (David Albouy et al., “Housing Demand,
Cost-Of-Living Inequality, and the Affordability Crisis,” NBER working paper 22816 [November 2016],
https://www.nber.org/system/files/working papers/w22816/w22816.pdf). Two other studies point to possible compensated demand
elasticities between -0.36 and -1.0: Eric A. Hanushek and John M. Quigley, “What Is the Price Elasticity of Housing Demand?”
Review of Economics and Statistics 62, no. 3, 449-54 (August 1980),
https://hanushek.stanford.edu/sites/default/files/publications/Hanushek%2BQuigley%201980%20RE Stat%2062%283%29 0.pdf;
Stephen K. Mayo, “Theory and Estimation in the Economics of Housing Demand,” Journal of Urban Economics 10, no. 1, 95-116
(1981), https://doi.org/10.1016/0094-1190(81)90025-5; Oskar R. Harmon, “The Income Elasticity of Demand for Single-Family
Owner-Occupied Housing: An Empirical Reconciliation,” Journal of Urban Economics 24, no. 2, 173-85 (1988),
https://doi.org/10.1016/0094-1190(88)90037-X .

" We are not aware of studies quantifying the elasticity of housing demand with respect to price in individual localities, where prices
are held constant in neighboring localities in the same metro area. We arrive at an estimate of -0.75 based on the observation that
elasticity is almost surely higher than at the metro-area level because it’s much easier to substitute one locality for another one. But
we also believe it makes sense to assume an elasticity lower than -1.0, since our data suggests that comparable people devote
slightly higher shares of their income to housing in more expensive localities than in cheaper neighboring ones.
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We calculate the average of our two predicted housing growth scores to arrive at our prediction for how

much housing growth each metro or locality would have realized if all places had the same housing and

land-use policies. We subtract this number from each place’s actual score to arrive at our housing policy
score, based on the assumption that this difference is due primarily to differences in policies.

Figure 11 illustrates our method graphically.
Figure 11

Estimating demand curves from prices
(250 largest metros)

Estimating Demand Curves

2.1

1.9

=
~

[y
[%2]

Log Price/Income
-
w

[y
=

0.9

0.7

0.5

00
0.015
0.030

04
0.060
0.075
0.090
0.105
0.120
0.135
0.150
0.165
0.180
0.195
0.210
0.225
0.240
0.255
0.270
0.285
0.300
0.315
0.330
0.345
0.360
0.375
0.390

Housing Growth

e | OW SUPPlY CUrve e High Supply Curve Demand Curve 1

e Demand Curve 2 emmmmmDemand Curve 3 emm=Demand Curve 4

Consider, first, an expensive metro area H that has the actual housing growth and home price-to-income
scores identified by point A and a relatively constraining set of nonhousing factors that result in it having
the higher and further left of the two upward-sloping as-if supply curves we show in the figure. The
highest and furthest-out downward-sloping demand curve we show passes through point A. If all metros
had the same housing policies, our second approach predicts that metro H would have the housing
growth and price-to-income ratios identified by point B. The horizontal distance from A to B represents the
extent to which actual housing growth in H has fallen short relative to what we would expect if all metros
had the same policies.
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Alternatively, consider a cheaper metro L that has the actual scores identified by point C and less
constraining density and geography, such that L has the lower and further right upward-sloping as-if
supply curve. The second highest downward-sloping demand curve in the figure passes through point C.
If all metros had identical policies, our approach predicts metro L would have the scores identified by
point D. The horizontal distance between C and D represents the degree to which housing growth in L
has outperformed relative to predicted growth, pointing to relatively pro-growth policies in metro L.

We include two more demand curves (curves 1 and 2) lower down in the figure to illustrate the point that,
in our second approach, there are as many parallel demand curves as there are metros. Similarly, there
are as many demand curves as there are localities in our separate localities dataset.

Location of midrange and subsidized apartments within cities: We aggregate total inventory and new
build data for income-restricted and midrange apartments for each municipality for which we have data in
the Yardi Matrix dataset, where we define “midrange” as the total of four Yardi Matrix categories: upper
midrange, lower-midrange, upper workforce, and lower workforce. We overlay maps of each city showing
how Yardi defines submarkets on Census tract maps of the same cities, and we build lists of Census
tracts corresponding as closely as possible to each Yardi submarket. In most cases, a Yardi submarket
contains roughly 10 to 20 Census tracts. We download a variety of demographic and economic data for
all included Census tracts from the U.S. Census American Community Survey, then aggregate total or
population-weighted average figures for each demographic or economic variable of interest for each
submarket. This method allows us to describe demographic and economic characteristics of each Yardi
submarket, and to evaluate relationships between Yardi midrange and income-restricted housing data
and other characteristics at the submarket level.

Evaluating crowd-out effects: To analyze whether new apartments crowd out single-family
development at the metro-area or locality level, we run a series of regressions with single-family permits
per capita as the dependent variable and multifamily new builds per capita — as measured by several
different metrics in our dataset — as the explanatory variable of interest, with a set of additional variables
that collectively predict single-family development per capita as controls.

To analyze whether new midrange or subsidized apartments crowd out single-family or market-rate
multifamily development, we repeat this process with single-family or market-rate multifamily development
per capita as the dependent variable, relevant measures of subsidized development per capita as
explanatory variables of interest, and additional variables that predict the relevant dependent variable as
controls.

See all regression results in the online Data Appendix.

Counterfactual exercises: We described two counterfactual exercises at the end of Section lIl.

In our first counterfactual exercise, we estimate how many more housing units would have been built in
the nation’s 250 largest metro areas if all metros had land-use policies as pro-growth as our 25 Sun Belt—
Mountain metros.

The Sun Belt—-Mountain metros have a population-weighted-average policy score 12 points higher than

metropolitan America as a whole. We start by adding 12 percentage points to the predicted housing
growth scores of all 250 metros. This means that very high-performing metros would have lower scores
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than they have in actuality, though it moves housing growth scores upward for most metros — in some
cases by a long way.

Adding 12 percentage points to predicted housing growth scores means shifting the aggregate housing
supply curve 12 percentage points to the right relative to where it has actually been. (The actual
population-weighted average housing growth score for the 250 largest metros was 0.13.) However, every
individual metro in this scenario would have lower housing demand than it has in fact had, since most
other metros would offer more attractive alternatives than they did between 2010 and 2023. So the
aggregate housing demand curve would shift downward and to the left. But how much would it shift?

To resolve this question, we have to introduce another assumption regarding the elasticity of aggregate
housing demand with respect to the national home price level. This elasticity is significantly lower than the
elasticity of housing demand with respect to price for any one metro holding prices in other metros
constant. For any one metro, people can respond to higher prices by reducing their housing consumption
— e.g., living with their parents or choosing a smaller home — or by moving to another metro. For the
nation as a whole, people can respond only by reducing housing consumption. (We set aside the
possibility of moving to another country or outside the 250 largest metros for simplicity.) Since people
have in fact been moving in large numbers from the most expensive metros to somewhat more affordable
places, we know the difference in elasticities is relatively large. We assume for present purposes that the
elasticity of aggregate housing demand with respect to the national home price level in the 250 largest
metros is -0.2. This translates to a slope for the aggregate housing demand curve, which we’ll label m,;,
of -5.0.

We want to solve for the increase in housing growth that would occur in equilibrium from these shifts in
policy. Let H, be the weighted average housing growth score across all metros in the base-case scenario
— the one that actually prevailed from 2010 to 2023 — and let H; be the weighted average housing growth
score under our counterfactual assumptions. Each metro that would have more pro-growth housing policy
in the counterfactual scenario would see lower home prices as a result. For the 250 metros as a whole,
the outward shift in the aggregate supply curve by the amount (H; — H,) would reduce the aggregate
price level by this amount times the slope of the upward-sloping supply curve, which we’ve labeled p.

At the same time, the decline in the aggregate housing price level would also be equal to the equilibrium
change in aggregate housing growth from the base case to the counterfactual scenario, times the slope of
the aggregate housing demand curve m, . Let H.; be the weighted average housing growth in
equilibrium in the counterfactual scenario. We then have the following:

Myge(Hep — Hy) = B(Hg — Ho)

Rearranging, we arrive at the following:

We have a value for B derived from actual data, an assumed value for m,;., a base-case weighted
average value for H, of 0.13, and an assumed value for H; of 0.25 (0.13 + 0.12). It follows that H. in our
counterfactual analysis is 0.1760.
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This means each metro adds 0.0460 more units in equilibrium than its predicted growth score, not 0.12
more units. Again, most metros add more units in the counterfactual scenario, but some add fewer units.
The difference in units relative to the base case translates to a lower local price-to-income ratio than in
the base case for metros that add more, which we calculate using our assumed local demand curve slope
of -1.538.

Aggregating up the changes in housing growth and price-to-income scores for all 250 metros, we
calculate that aggregate housing growth would be 5.6% higher than in the real-world base case, and
aggregate price-to-income levels would be 26.9% lower. This translates to 5.6 million more housing units
in the 250 metros, $117,000 lower home prices, and $448 lower monthly rents on average.

Since the 250 largest metros account for 81.3% of the total U.S. population, the addition of 5.6 million
housing units in the 250 largest metros would translate to 6.9 million more units nationwide if the rest of
the United States experienced the same improvement. Under this scenario, America would have entirely
avoided its crisis of underbuilding since 2000.

Our second counterfactual exercise makes more cautious assumptions. Here we assume that all metros
improve their actual housing policy score by 0.12 or to the 0.25 level of the 25 Sun Belt—Mountain metros,
whichever is lower. Metros with real-world scores above 0.25 remain the same in this scenario. Most
metros have better policy scores, but some still have scores well below the level our demand model
predicts. This scenario recognizes that it may be impossible to achieve policy improvements as dramatic
as (say) the difference between low-performing San Jose and high-performing Austin.

In this scenario, differences between base case and counterfactual policy improvement vary across
metros, so we can’t use an equation as simple as the one in the first exercise. To simplify, we assume
that each metro increases housing growth in equilibrium by the amount of its improved policy score times
38.3% (our equilibrium change as a share of the rightward shift in the supply curve in the first exercise:
0.0460 divided by 0.12).

Again aggregating up changes in housing growth and price-to-income ratios in equilibrium, we estimate
that aggregate housing growth would be 3.0% higher than in the base case, and aggregate price-to-
income levels would be 15.8% lower. This scenario translates to 3.0 million more housing units in the 250
largest metros, $69,000 lower home prices, and $263 lower monthly rents on average.

Methods for Section IV: Principles for building affordable, high-opportunity cities

Thought experiment on how to reach 28 added million units: As we state in Section IV of this report,
we estimate that relatively successful land-use reforms could increase the density of built-up core urban
and inner-ring suburban areas by 5%, amounting to 4 million housing units. Our math: The core cities of
America’s 50 largest metros have total population of 50 million. Based on our analysis of our 25 Sun Belt—
Mountain metros, we loosely estimate that 30% of the population of a typical metro lives in the core city,
50% lives in built-up inner-ring suburbs, and 20% lives in lower-density outer-ring suburban/exurban
areas. Based on these percentages, we estimate that just over 200 million people live in core urban or
inner-ring suburban areas in America’s 250 largest metros. This translates to roughly 80 million housing
units. A 5% increase in density would thus add 4 million units.
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We explain how we get to our estimate of 28 million housing units in a footnote on p. 59. If built-up core
and inner-ring suburban areas add 4 million units, America would need to add 24 million units in
outwardly expanding exurban areas. We arrive at the numbers in our thought experiment by the following
steps:

e Our 25 fast-growing Sun Belt—Mountain metro areas: Increasing density in built-up urban
areas would add 1.2 million units. Adding these plus 11 million in outwardly expanding areas
increases the total housing stock by 50% by 2050, just ahead of our simple projection of 45%
population growth and in line with our projected need for new housing. It also tracks closely with
official state demographers’ projections for growth in the major Sun Belt—Mountain metros.
Conservatively, adding 11 million units at the Fort Worth-McKinney density of about 3,600 people
per square mile on what is now raw or lightly populated land would require about 11,000 square
miles, which amounts to expanding built-up areas in these metros by about 16%.

e Our 25 Northeast—Pacific Coast metros: We assume arbitrarily that our 25 Northeast—Pacific
Coast metros, some of which are high-demand places, can expand 3% and add 2 million units at
Fort Worth-level density.

e The other 200 of America’s 250 largest metros: To reach 24 million and taking the contribution
from outward expansion in the first two groups, the other 200 metros would have to add 11 million
units in outwardly expanding areas. Building these areas out at Fort Worth-level density, would
require up to 11,000 square miles. It’s harder to gauge the total built-up area of these metros, but
we very roughly estimate that this expansion would increase their built-up area by 9%.

e Adding the three groups together, outward expansion at Fort Worth’s density level of 3,600
people per square mile would require up to 24,000 square miles, increasing the total built-up area
of the 250 largest metros by about 10%. (Note: The total area of the counties included in
America’s 250 largest metros is about 800,000 square miles, but we estimate that only about
250,000 to 300,000 square miles are built up.)

Consider, further, what Fort Worth or McKinney-level density would look like. Suppose 30% of each
square mile of expanding metro areas is available for residential development, and localities allocate
7.5% of this residential area to multifamily and 7.5% to relatively dense townhomes or small-lot cluster
homes, amounting to 14 acres each. Based on industry benchmarks,” localities could build about 40
apartments or 12 townhomes or cluster homes per acre. This implies 728 apartments, townhomes, or
cluster homes — or about 1,600 people — in each square mile. This would leave 7.1 million square feet of
residential land that would need to hold about 816 single-family homes on somewhat larger lots. Each
square mile could hold this many homes if the average lot size were 8,700 square feet — slightly larger
than the average single-family lot in California today but slightly smaller than the average in Texas.

However, if the 250 larges metros were to expand by 10% but build at low density, the projections look
very different. Suppose localities were to prohibit apartments, plexes, townhomes, and small-lot cluster
homes entirely and build out all of this new residential area with lot sizes averaging 16,000 square feet.
The resulting density would be only about 1,260 people per square mile — just over a third of the Fort

* “Calculator: Density Guide,” JHP, https://jhparch.com/density.
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Worth-McKinney level. In this scenario, America would almost surely build far fewer homes than it needs,
and the nation’s housing crisis would get a lot worse.

Walkability model: We estimate how walkable each metro is on average by comparing the share of
working people who mostly walk to work to the share we would project based on a simple predictive
model. Our reasoning: The share who walk to work might reflect how manageable and pleasant it is to
walk to work, but it might also reflect additional factors that influence commuting decisions that don't in
themselves make walking more or less manageable or pleasant. For instance, more people are likely to
walk to work in cities with bad traffic congestion and average commuting times even if the city isn’t well
designed to make life more pleasant for pedestrians.

We identify factors predicting the share of workers who commute by walking through a series of
regressions. Factors that predict this percentage in our best-fitting model include the age of the metro’s
core city (which strongly predicts population density), the share of people in the metro who live and work
in the same county, and average July temperature.” Our data only allows us to estimate walkability for 41
large metros.

Based on this method, metros scoring high for walkability are mostly the largest Northeast—Pacific Coast
metros, while metros scoring lowest are mostly in the Midwest. Our Sun Belt—-Mountain metros plus
Chicago generally score in the middle of the pack.

Effects of specific policies: We estimate the effect of specific identifiable policies on home price-to-
income ratios in our 248 Sun Belt—Mountain localities by regressing a series of home price-to-income
ratios on measures for each policy, with all variables we’ve identified that influence price-to-income ratios
as controls.™

We analyze the effects of the following specific policies:

e Multifamily unit new builds per capita: Since virtually all localities heavily restrict multifamily
development, we judge that the number of multifamily units that actually get built is implicitly a
policy decision.

e Plex unit new builds per capita: Same reasoning as above.
¢« New midrange apartments per capita: Same reasoning as above.

¢ New subsidized and/or income-restricted apartments per capita: Development of new
subsidized or income-restricted apartments typically requires specific approval from local
governments and also some form of subsidy paid for or directed by local governments, so both
the number and location of new units are policy decisions.

e New low income housing tax credit (LIHTC)-funded units: Local governments must
specifically approve development of LIHTC-funded units, so the number and location of new units
are policy decisions.

" See regression results in the online Data Appendix.
" See regression results in the online Data Appendix.
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e Minimum lot size: Every locality in our Sun Belt—-Mountain dataset has minimum lot size rules.
While local zoning ordinances typically contain rules for more than one type of single-family zone,
we’ve attempted to identify the minimum allowable lot size in the exclusively single-family zone
type that allows the smallest lots by inspecting zoning ordinances.

In our Sun Belt—Mountain localities, all but the last policy are highly corelated with one another: Localities
that score relatively high for any one tend to score high on others. Minimum lot sizes, by contrast, have
essentially no correlation with the other policy variables.

Our analysis of the effects of variation in these policies on home price-to-income ratios shows the
following:

e The first five policies are positively associated with our housing policy scores and with various
measures of housing growth, but they generally don’t predict home price-to-income ratios,
whether we include our overall housing price scores as right-side controls or not. In most cases, if
we include both overall housing policy scores and specific affordable housing policies as right-
side variables, outperformance on the former strongly predicts lower home price-to-income ratios,
but specific affordable housing policy scores are positively associated with price-to-income ratios.
We don’t believe that policies resulting in greater-than-average construction of midrange,
subsidized, or LIHTC-funded apartments actually raise housing cost burdens. Rather, we infer
that (1) they don’t make much difference after we control for the overall policy environment for
market-rate development, and (2) cities with especially severe housing cost burdens are probably
more likely to invest capital and effort in building subsidized housing units. On the other hand, our
data at the both the metro-area and locality levels shows that cities with particularly severe
housing crises aren’t more likely than others to adopt generally pro-growth policies in response.

e Lower minimum lot sizes are associated with lower home price-to-income ratios in our Sun Belt—
Mountain localities, but the effects we estimate generally don’t reach conventional levels of
statistical significance. We believe the small and insignificant effects we estimate are due to two
factors. First, very low or negative correlations with other growth-oriented policies mean very few
cities are pursuing a pro-housing policy agenda across the board. Restrictive rules in other
respects likely reduce the beneficial effects of having looser lot size rules in most of these cities.
Second, the variation we observe in minimum lot sizes across these cities may be too small to
produce large effects. Most of the cities for which we have data have minimum lot sizes between
5,000 and 7,500 square feet. It may be that the minimum lot size differences across cities must
be wider for lower size to generate statistically significant differences in home prices. In the study
by Gyourko and McCulloch we cite in our main text, more permissive cities had minimums less
than half as large as the minimums of otherwise comparable cities with restrictive lot size rules.
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Appendix 3: Detailed Tables

Table A
Shares of housing production, 2010-2023

Shares of New Housing Production
(% of total for 250 largest metros) Population
All Single- Multi- Mid-Range Inc-restricted

Homes  Family Family Apartments Apartments 2010 2022
Houston, TX 52% 5.9% 4.3% 3.8% 2.4% 2.4% 2.7%
Dallas-Fort Worth, TX 5.1% 4.9% 5.6% 5.5% 2.9% 2.6% 2.9%
Atlanta, GA 2.8% 3.2% 2.3% 3.0% 2.7% 2.1% 2.3%
Phoenix, AZ 2.7% 3.0% 2.3% 2.1% 1.3% 1.7% 1.9%
Austin, TX 2.6% 2.3% 3.3% 3.5% 3.0% 0.7% 0.9%
Charlotte, NC-SC 1.9% 2.1% 1.7% 2.4% 1.5% 0.9% 1.0%
Orlando, FL. 1.9% 1.9% 1.9% 2.2% 1.0% 0.9% 1.0%
Nashville, TN 1.7% 1.8% 1.8% 1.9% 1.3% 0.7% 0.8%
Denver, CO 1.7% 1.4% 2.3% 2.6% 3.3% 1.0% 1.1%
Tampa-St. Petersburg, FL 1.6% 1.7% 1.4% 1.7% 1.6% 1.1% 1.2%
Raleigh, NC 1.3% 1.5% 1.1% 1.4% 0.8% 0.5% 0.5%
San Antonio, TX 1.2% 1.2% 1.2% 2.2% 1.9% 0.9% 1.0%
Jacksonville, FL 1.2% 1.4% 0.8% 0.9% 0.5% 0.5% 0.6%
Las Vegas, NV 1.1% 1.3% 0.7% 0.7% 0.9% 0.8% 0.9%
North Port-Sarasota, FL 0.8% 0.9% 0.5% 0.0% 0.0% 0.3% 0.3%
Salt Lake City, UT 0.7% 0.6% 0.9% 0.8% 0.7% 0.4% 0.5%
Boise, ID 0.7% 0.8% 0.4% 0.5% 0.2% 0.2% 0.3%
Cape Coral-Fort Myers, FL 0.7% 0.7% 0.5% 0.0% 0.0% 0.3% 0.3%
Charleston, SC 0.6% 0.7% 0.5% 1.4% 0.2% 0.3% 0.3%
Provo, UT 0.5% 0.6% 0.4% 0.5% 0.4% 0.2% 0.3%
Greenville, SC 0.5% 0.7% 0.3% 0.8% 0.4% 0.3% 0.4%
Lakeland-Winter Haven, FL 0.5% 0.7% 0.2% 0.0% 0.0% 0.2% 0.3%
Colorado Springs, CO 0.5% 0.5% 0.4% 0.4% 0.3% 0.3% 0.3%
Fayetteville-Springdale, AR 0.4% 0.5% 0.2% 0.6% 0.1% 0.2% 0.2%
Deltona-Daytona Beach, FL 0.3% 0.5% 0.1% 0.0% 0.0% 0.2% 0.3%
25 Sun Belt-Mountain Metros | 37.9% 40.4% 35.0% 38.9% 27.4% 19.8% 22.2%
25 Northeast-Pacific Metros 17.3% 10.9% 27.7% 16.8% 28.4% 29.0% 27.6%
50 Other Top 100 Metros 26.4% 26.9% 25.2% 33.1% 35.8% 32.7% 32.0%
Next 150 Metros 18.4% 21.8% 12.1% 11.2% 8.4% 18.5% 18.2%

Sources: Author’s calculations based on housing and population data from the U.S. Census and housing data from Yardi Matrix.
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Table B
Housing policy scores, 2010-2023
(250 largest metros)
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Table B (cont.)
Housing policy scores, 2010-2023
(250 largest metros)
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Table B (cont.)
Housing policy scores, 2010-2023
(250 largest metros)
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Table C
Lower-tier housing policy scores, 2010-2023
(250 largest metros)
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Table C (cont.)
Lower-tier housing policy scores, 2010-2023
(250 largest metros)
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Table C (cont.)
Lower-tier housing policy scores, 2010-2023
(250 largest metros)

,81*<&
78"%$9 =0%"#:>
I"#$%é& I"#$%&
($% )+ | '$% )+
I"# |$%8& &()*+ R I I
1" |0123'&45()$6,78 S#9 | e
I"< |=1>?@&()AB SH9 g M
I"C |8'DEFE?2FE?()GH S#9 | coomm
" |*1430HI 2 AL I AR
1" |+&K&L?33?()+8 SH A (o4
I". |6?5514M()N8 A N (¢
I"9 |*&L?33?01'?,B>214M5&20)8¢ 1" "-#' | "# "<
1"/ |P&M?2Q31R4()HS, 7T A o I i
1#" |0123)B3-)+E%I?()*+ B T -
1##|6741(0GT N A
1# |B>214MKI?'5()H8 s | e e
1#<|ULE'5?2()N$ R 0 I A 0!
1#C|S?4072()N$ B i I R
1#, |0V1?24IW()8X T A I [
1#: |844)82D12()HJ R i I ¢
1#. |61072QI15?,B&4)U?24&25141)N8!!  -#9 | "¢ -
1#9 INI'EYDI&(H$ Lo e e
1# | T&"?Z1()N8 st o
" |$W4&25,T?43E2&()N8 |2 S DS
M |+&Q)T?M&QOGT R - RS e
- |U&@7?2QKI?'5()N8 R A IR
< |[EY&()8X B S B I B
IIC |*'1224%?()BN R L A ¢
I INV&2'?2Q314()7T s e e
1 |*123)BYI3V()86,$A R oA A S
1. |+&Q)N2E%?Q(GH R (o IS
19 |=E%Q14()8X R ORI A IS |
1/ |B?&332()78 R oA I A
I<" |H157Q31()N8 Lo e e
I<#|\0&4QOI"?()JG,A[ S A I RS
I<! |B31%@314()N8 R A il I
1<<|\EM?42()$6 R 23 I GRS
I<C|B&4)*284%IQ%1 $&@'&45()N8-::  "#C| "  "-"C
I<; |N1'12&51)B>214MQ(N$ B A T I SR
I<: |H?5K125()$6 S e oy
I<. |B&4)SI?M1()N8 A A I
1<9|U&24Q3&D"?)=1R4()H8 e I T I B
I</ |JE'K>123,UI'1WI)HB e I T Ik A (¢
IC" |+&@?)P&O&QE)NI3L()8X | 19 [-## | ""C "-##
IC#|B&4)"1Q?,BE44LO&?()N8 | -/ "W | "#< "
IC! |H?2%7?5()N8 << e | o9 mC
IC<|P141'EE S-<C - -
ICOB&14&Q()N8 <o g e
IC; |B&43&)61Q&()NS <o e e
IC: |B&43&)N2E_()N8 S<9 ey | e e
IC. |B&4)+EIQ)$DIQ>1()N8 R A S I
IC9|B&438&)H&21&,B&A3&)UL2DE2&/MNE -1, | "™ "<
IC/ NVI%1()N8 Coo < e
1" |N17E2)5'8'242()JS
-$%*.$ /0102 /0103] 0145 014§

169



Table D
Change in housing policy scores, 2017-2023 vs. 2010-2016
(250 largest metros)
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Table D (cont.)
Change in housing policy scores, 2017-2023 vs. 2010-2016
(250 largest metros)
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Table D (cont.)
Change in housing policy scores, 2017-2023 vs. 2010-2016
(250 largest metros)
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Table E
Housing policy scores, 2010-2023
(248 Sun Belt—-Mountain state localities)
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Table E (cont.)
Housing policy scores, 2010-2023
(248 Sun Belt—-Mountain state localities)
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Table E (cont.)
Housing policy scores, 2010-2023
(248 Sun Belt—-Mountain state localities)
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Table F
Location of new affordable apartments, 2010-23
(19 Sun Belt—-Mountain cities)

0+
rus&E  %-#  1012()(3#)
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56))&7899) -0 -0 -0
1+'69)<$%& s -0 -1
="&">&$%&8% -2 -3 -
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1"99"< ! .33 -./B
C"9)8D+ - -4 -:E
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;+"69%%$) -IE /i -1
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4"#$% . # 5657 *5658 569:

Note: Our figures for “midrange” are unweighted averages of correlations between new midrange apartments per capita at the
submarket level, on the one hand, and measures of incomes, combined Black and Hispanic population shares, population growth,
and 2010 inventories of midrange and subsidized units per capita, on the other. Our figures for “subsidized” are likewise unweighted
averages of correlations between new subsidized, income-restricted apartments, on the one hand, and the same demographic,
economic, and 2010 apartment inventory measures on the other. So, positive figures mean the city is disproportionately adding new
apartments in areas with lower-than-average incomes, slower-than-average population growth, higher-than-average combined
Black and Hispanic population shares, and larger-than-average 2010 per-capita inventories of midrange and subsidized apartments.
Our “overall” figure is a weighted average of our “midrange” and “subsidized” measures, weighted two-thirds to midrange. We put
greater emphasis on midrange because it is a much larger source of new, relatively affordable housing than the subsidized
segment.
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Table G
Daytime-nighttime ratios, 2010 and 2022
(113 Sun Belt—-Mountain localities)
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Sources: Author’s calculations based on data from the American Community Survey, 2022 and 2010 five-year estimates and the
Population Estimates program (U.S. Census).
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Table G (cont.)
Daytime-nighttime ratios, 2010 and 2022
(113 Sun Belt—-Mountain localities)
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:AYC%C)&HM - /-20 I, J4 J=4
Y"$%CD8)&; < 1-0. /-25 I, >4 124
78)9&() #itHl #i# ey #'< =I<
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Table G (cont.)

Daytime-nighttime ratios, 2010 and 2022
(113 Sun Belt—-Mountain localities)

CD.9E3'(+&F0126+D%.+D.9E+3'+G32?+F383F)F+5?+D.9E3'(+&F012

>8223@),A3(%223@)+BE&23.6++++++++++++4

19.D2%+B&2)6*+
]

g "1 $%& ()=+1"#" 11 -/018&23"  4.56
I"#$I6&'()&*+,()-&!* Jo1 123 14 556 786
H(OrHH-&< Jo. 123 135 3776 5246
=+(#>(9:-& < 107 123 12 726 1.6
=@>A +H#BC>>+-&:< 142 123 /30 716 3506
DA>+))-&;< 148 08 133 316 486
E(F+&E"#(>-&G' 104 10? 1.0 586 416
HI>+-&;< /4. 10? 132 156 5576
"+ A+&ECSI-&;< 142 102 13. 706 146
JI>CH+-&:< 147 107 1.0 716 276
K#CL"F(-&MN 174 107 138 746 3476
I"H#$%8="H$-&G' J71 144 11 746 136
OALP++-&MN 141 144 Q.17 226 3.76
'C$$>+&D>R-&;< 1. 144 134 206 5436
78)9&() i) H#ith [T #'< =I<
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Table H
Subsidized production per capita, 2010-23
(largest metro areas’)

I"#$% &0+ I"#$% &0+
" H %8 ()44 + )*-.(/0*120%*3'4,56 787791 1 |:<.01$=80>+4,2" 787719
@A0<Y%>0(5<-*B<(;0>>0C#04,D" 7877E}  :@ G03,H*1.4,GH(GIQ" 7877IE
F|AK*.<O(AK*.<0,L<>>0M4, D" 7877N||  :F[)&CO1$&+0(A<,;01'<1+8&*4,7" 7877IE
dPO'COL("#1*1<(Q<.03*+4,?R 7877SN  :0|;&1B&2T<B(U*C014,"Q 7877IN
)& TB*+4,L" 7877  :: |G03,R1>0<$(V0%<&1&04,Q" 7877IN

S|W>,J<$*4,56 7877 S|i<%*,)*#204,Q" 7877'N
N A<, X1<'-&$-*(R<.><'+(;01.0>0M4,?" | 78770 IN|RB<T<(?*#'-&>,;>#==$4,GW(Y" 7877'N
E|V&"0<K*>&$(A%8,J<#>4,VG(DY 78770 E [IT&><+0>KT&<4,J"(GI(PW(VP 7877!S
9 9

A< "%+&X(GO3,;1<#'=0>$4,56 78770$ 19 [IT*0'&Z(VO$<(?T<+>014,"[ 78771S
17 |V-">50 (WHE W1 2(VES$8*'4,56 78770 S7/1<+)<K&+$(0%3 4, VY 78771S
Il |G<$TCE&>>0(P<C&+$*4,5G 78770 S!|D*1-0$%014,V"(?5 7877'S
1@ V<+&$*4,DY 78770@ S@*&$0,28%M4,YP 78771S
IF |Urrststt 7877071  SH?T<1>08%*(G*1%T,?T<1>0$%+*4|A?877!S
10[;18+20K*19%(A%<B=*1+(G*13<>.4,25 7877F]  SQ?*>#B\&<4,A? 78771S
11 |J1*C*(R10B4,A5 7877Fd  S:|5#-$%4."] 7877!:
1S |V&<B&(X*1%,Q<#+01+<>04,XQ 7877Fd  sq5#>$<4 R] 7877'@
IN|P0O$,V*&'0$(D0$%,POS, V*&084,Y" | 7877FF  SN;*$%+(?<B\1&+204,V"(GU 7877'@
IE|)<>082T(?<1M4,G? 7877FH  SH#==<>*(?T00.%*3<2<4,GH 7877'@
19 | J*1%><+(L<-*#C014,R)(D" 7877FN  SYAM1<-+#$04,GH 7877'@
@TPT<L>*060%0(?*-*1+(/<$%*'&<4,G2(AP 7877FQ  N72>0C0><+(W>M1&<4,RU 7877'@
@|A<>%,0<.0,28%M4,75 7877FQ  NI|P#1T<B(?T<KO0>,U&>>4,G? 7877'@
@@<,I*$0(A#"MC<>0(A<%<,?><1<4,?! 7877F] N@.1*4,RU 7877'@
@FY'+&<'<K*>&$(?<1BO>("+01$*4,YG | 7877F!]  NAP<M%*(]0%%01&24,RU 787711
@(B<BK<(A%8,J0%01$WH12(?>0<13<%DIZBXTF]  NQ5+>0+*4,RU 787711
@]A<, P&O2*(7TH#><,L&$%<(?<1>$\<+4[?7877@P  N:|R.><T*B<,2&%M4,R] 78771l
@B>W _#01_#04,GV 7877@P NSV&>3<#.00(D<#.0$T<4,DY 787711
@ND<$T&2%*4,P2(L"(VP(DL 7877@E NNA%S8,Q*#8$4,VR(YQ 787711
@P*>*1<+* AK1&2$4,7R 7877@F NH?T&<2*(G<K01C&>>04,YQ(YG(DY 787717
@Y100'$\*1*(U&2T, J*&'%4,G? 7877@N  NYJI1*C&+0-0(D<13&.4,)Y(V" 787779
F7|"%><%<(A<+M AK1&2$(">KT<10%M7871T@N E72&-&"<%&4,RU(H(YG 787779
F!|D&'$%* (A<>0B4,G? 7877@N  E!|X<M0%%0C&>>0(AK1&'2+<>0()* 20 TB,7V9
F@VOBKT&S4,5G(VA(") 7877@F E@D&-T&%<4,]A 787778
FH/100'C&>>0("+01$*4,A? 7877@p EH]<'$<$,78%M4,VR(A 78777N
FQ)*T0$%014,GH 7877@|  EQ">>0%*3'(;0%T>0T0B4,J"(Gl 78777N
F:|R1><+*(&$$&BBO0A<=*1+4XQ | 7877@| E:|Q&%%>0,)*-.4,") 78777N
FYQ*#8$CE&>>0"10==01$* ,2*#%M4,JH(Y@877@| EJI<-$*4,VA 78777N
FNQ<$,L02<$(U0+01$*(I<1<+&$04,GIl 7877@P ENR2+0(?>0<1=80>+4,"5 787779
FEP<>><$(X*1%,D*1%T("1>&'2%*'4,56| 7877@P EHP0%1*&%(D<110'(PO<1\*1'4,VY | 78777:
F9|">\<'M(A-TO'0-%<+M(51*M4,GH 7877@F EYJ&%%$WH12T4," 78777H
071A<-1<B0'%*()*$0C&>>0(X*>$*B4,?" | 7877@F
0!|Q*$,""20>0$(Q*2,;,0<-T4,?" 78770[@
O@<>%&B*10(?*>#B\&<(5*3$*4,VP 78770l@
OR?>*>#BV#$4,RU 7877@
OQU*#$%+'4,56 7877@
o:|1*zc&>>04,5G6 7877@
OS"#2HS%<()&-TB*+ 2#%M4,I"(A? | 7877@f
ONA%*-.%*4,2" 7877@F
OBU<118$W12(?<1>8$>04,J" 7877@fF
091<-.$*C&>>04,XQ 787719
7 |X108$*4,2" 787719

S 010023

Sources: Author’s calculation based on data from Yardi Matrix and the U.S. Census.

* The Yardi Matrix dataset on affordable apartments lacks data on 11 of the 100 largest metros.
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Table |
Subsidized inventory per capita, 2023
(largest metro areas’)

I"4$% &'("H%S3) I"4#$% &'("#%$)
| "HS%6& (Hr+, - [)#%+0)#1-234567 898:;! <I|=->7-256$*@45AB+=, 8988CD
: |E$FG.)>%45HI 898JKD |  <;|,->5L$&)+6GM2-5H$?*+6-#2?N-%456] 8988CD
J|O##S?NMHE+6-#2$22'45P 898;J: <J|B.-G-+6)M>F$25"2M//?450Q+RI 8988CK
- |S)#F2*#a5AI+67 898;1K <:|7m22-45B= 8988CK
<|,-#247-F).~+"22TM458I 898IK; <<|6G-#2'2%)>+0)#*G56G#2'7%)>45,6 8988C;
U|0'15V)#3450V+0W+PI 898IK; <U6)2M.N$-45,6 8988C8
K|,->5X#->F$?F)+B-32->0%+"#32@456| 898IK8 | <K E-2$&G+6-#@4506 8988DC
DI E)FG'2*#450V 8981U: <D6G$F-&)+0-(#T$22+Q2&$>45RY+RO4SFBISSDD
do)>)2M2m 8981<) | <Q6$>F$>>-*$45B0+=V+R0 8988DD
18 [I2N->@+,FG'> F*-%@+7#) @450V 898I<; UG Y)?51>&'277+Y)>85"-FGA456| 8988DU
Il |P#)T$% >F+S-#1$F345ER+AI 898I<; U!|,*95Y)M$?45AB+RY 8988DU
L [0-2GT$22+L-T$%7?)>4570 8981<! U;|0)M?%)>457Z 8988DU
1 | BH#2->%)+=$228.."+,->/)#%45XY 898!:D UJ L)%+ S-##>+L-#N)#>45AR 8988D:
- [,03->",()3->'5H-22'@45SI 898!:< U:|L"25A)$>"2+S"2*5L"25A)$>"245RI 8988DJ
1< ["M//-2)+6G"3*)1-&-450V 898!:: U46)2M.NM?45B0 8988DJ
1U|Q25P-2)4572Z 898!:: UUL-22-2+X)#*5S)#*G+#2$>8*)>457Z | 8988D8
IK|,->BW) 2+ M>>@T-2'+,->*-562-#-4561 | 898!:; UKA-%$?)>45SR 8988KD
ID|L'>T#+IM#)#-+Y-3'1)) %4568 898!:8 UD"-*)>5E)M&45YI 8988KU
IC|")2*)>+6-.N#$%&+0'1%)>45A1+00 8981JD | UG, *)F3*>456l 8988KU
8 |L-@*)>+=""#$>&45B0 8981J< | K8 X#?>)456 8988KU
1 |, @#-FM?'450V 8981J; K| "-3%#2/$2%456l 8988KU
5 |S-2G$>8*)>45L6+HI+AL+SH 89818 K; | Y$*2'5E)F3451E 8988KU
:J|A(G$?4570+A,+IE 898!;,C KJ|1#2->%-+, ->%@5, (#$>&2+12(G-#*-45[| | 8988K<
o |"-2*$.)#+6)2M.N$-+7)1?)>45AL 8981:K K: | Y-25H'&-2+0">%'#?)>+P-#-%$2'450H | 8988K<
< [1225%)1>+"G2'G' +Q-2%)>45P1+0W | 898LU K< IM&M?*-+ESFG.)>%56)M>*@45[I+,6 | 8988K:
U [#->%5E-($%72+=">*1))%45AR 898!;< KUB32-G).-56$*@45B= 8988K;
K| IM?*$>+E)M>%5E)F3+[)#&*)1>457Z|  8981;< KKO'15B#2->2+A™-$#$45Y] 8988UC
:D|AS-$+X)#5Y-MOU'#%-245XY 898!;< KOEST#?7$%"+,->5"#>-#%$>)456 8988UD
:C|72w)a5B0 898!;< KAB6G#2)*+6)>F)#%+[-2%)>$-4506+,6 | 8988UK
18|627T'2->%+Q2@#$-45B0 898!;< DY X-@"**T$22'+, (#$>&%-2+E)&#?45IE | 8988U<
J1|13#)>4580 898!;< D!|S$FG$*-45=, 8988UJ
J; |, -F#-1>%)+E)?' T$22'+X)2?).4561 898!;! D;|6)2)#-%)5, (#$>&2456B 8988<C
JI|A$>>"()2$2+,*95P-M245A0+SR 898!;! DJ LM#G-+6G-('250$224506 8988<D
J: |AFI225+QU$>NM#&+AS$?2$)>457Z |  8981:8 D:|PG)>$\+A"?-+6G->%2'#45I] 8988:D
J<|P$*2NM#&GA5PI 89811C D4")$?'56$*@45RL 8988JK
JU|P)#+2-5%+H->F)MT #45BE+SI 89811U DUB&Y'>+62'#/$2%457 8988JK
IKIW-F32)>T$22'45XY 89811U DK, -2*5Y-3'56$*@45"7 8988JK
JD|W-F3?)>45A, 898li< DDOP#)T)+B#.4507 8988JK
JQY)M$2T$22 W'/'#2)>56)M>*@45=V+R0898!!: DG7MF?)>451] 8988J<
8 |A$21-M3"+S-M32G-45SR 8981;
1 |[#>T$22+1>%12)>45,6 8981;
5 |1I2NM M# M'450A 898!
:J [=>)\T$22:4570 898!!;
: |PG$2-%'2(G$-45P1+0W+LQ+AL 898118
< | 7-(~+ *O5P*#INMHE+62-#1-*#45XY | 898I8K
U|"$#.$>&G-+0)) T#45IY 89818J
K |R>%6$->-()287+6#.2+1>%#?)>45R0 | 898!8!
:D|,->51>¥)>$)+0'15"#-M>/'22457Z 8988CC
C|[#">?N)#)+0$&G5P)$>*4506 8988CC
<8|S$>7%)>+,-2'.4506 8988CC
*($+," --lI0

Sources: Author’s calculations based on data from Yardi Matrix and the U.S. Census.

* The Yardi Matrix dataset on affordable apartments lacks data on 11 of the 100 largest metros.
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Subsidized production per capita, 2010-23

Table J

(Sun Belt-Mountain localities)

1"#$%&.( )*&%-+, 1"#$%&( )*&%b+,
| ["#$%& ()%*+,&-. 101123 | 3! |4(0%*5677%,&-. 101189
1 )+&"()+:,&;< /0118 | 31{=)((>?6%7@,&.A 101189
2|;%B#*&.6+C,&;< /01119 32|D(E+:&F()@#G,&H; 101183
8|F#I$*(G5677%,&'J 10/1/3 38|K7#G(,&;< /0//88
3|L+7#G+#,&ML I0/INO | 33|P#7%6Q:,&-. /0//181
9|.:#)7(++%,&-. 10/133 39|4E)?)%%*R()(,&;- 101181
S|P(I$T#77,8;< /01185 | 39-#>U#,&VW /02N
q'()+&4C%)*,&'J jon2! 30=)#@%G+(G,&'J /01120
N D#7+&J#$%&.6+CO&H; | /0/11/ 3NLE)()#,&.A /01128
I/ |D>C)G#,&;- JJHIN 9/ |[K%#) THG@,&;< 10/123
I |.:#)7%*+(G,&D. 01N 9! [6*1(,&;< 10/128
11 [4IX6GG%C,&;< /oo 91|P(T#G&.(EG+C,&-. 101128
12 |K#)$%),&.A /oo 92|;%>U%,&LY [oli2/
18 [DEQ#)&IHG@,&;< jon 98|.7%#) T#+%),&'J [ol12/
13 | M#75%*+(G,&;< IS 93| #+7%&P(1$,&.A JO//IIN
19 [M%()Q%+(TG,&;< o 99|-()+:&IH &ZUQH* &-Z JO/IAN
IS [W%G5%),&.A /0NN | 9gL)5#@#,&.A JO/IAN
10| M#*+(G6#,8-. /oINO | 9Q:#>U#,&'J JO/IAN
IN[J%T6*5677%,&;< /0/INO| 9ND+0&K%+%)*RE)Q,&'J | /O//IN
1/ |"%*+>6G*+%),&.A JOIIN3 | SI|;:%&"(@7T#G@*,&:< /0/110
1| IHS%THC@,&'J 10/IN/ S!|K:(%G6B,&LY 10//13
11|W%G+(G,&;< 101103 | SU[%G@%)*(G,&-Z 10/118
12|46**(E)6&.6+C,&;< /0/103 | SAD#G?()@,&'J 10/118
18|LE*+6G,&;< /01102 | S8V)56GQ,&;< [0/112
13|M)%%G5677%,&D. /0/101 |  S3YIH&ZUQH* &-Z [0/112
19| 4#)6%++#,&ML 10101 | S9-0+:&K()+&'J /0//11
19 WHCH(GH&=%#I:,8'] fo/1o! S #U%&. ()#7,8' 0/
19 #)(77+(G,&;< I0/ISN | SO-()+:&.:#)7%*+(G,&D. O/IN
1N.%@#)&K#)$,&;< 10//SO |  SN=#*+)(U&.(EG+C,&;< JOIN
2/ |"6G+%)&[#5%G,&'J 0//ss | oIla%*#.&LY JO/I'N
2! | %G+%GG6#T,&.A /0/1S1 |  O!L5(G@#7%,&LY JOIIN
21|\E7%**,&;< 1011/ 013%%&.(EG+C,&'J J(o//ile)
22| H$%NT((@,&-A /0/I9N |  OIM7T%G@#7%,&LY /0/no
28|=E)7%*(G,&;< /0/190 | O4DU)6GQ@#7%,&LP oIns
23|P(EG@&P(1$,&;< 10/19S | OF-%T&=)#EG?%7*,&;< 10in9
29|4%*|E6+%,&;< 10//93 094#)6I(U#,&LY 10/1'9
29.(GI)@,&-. 10//92 0$'#G$76G&.(EG+C,&-. 10/19
2Q[EG+%)*5677%,&-. 101192 OQL7U:#)%++#,&ML /on3
2N-#*:5677%,&;- [o/19! ONM#)7HG@,8;< /oing
8/ | J%HQE%&.6+C,&;< 10119/ N/|DE)U)6*%,&LY /oing
8!|.(>>%)1%&.6+C,&.A /0/3N | NI P(*T%77,&ML o2
81 |WHTTH* &< 10/13S | NIM67R%)+&LY join1
82|KH#HT>&.(#+,8'J 10/13S | NAD#H)#*(+#8&.(EG+C,&'J folm
88|D#)#* (+#,&'J 101139 Ng"#G$76G,&;- [0l
83| #7T@T%77,&VW 10/133 N3 =(6*%,&VW JO/IN
89| DH#G&LG+(G6(,&;< 10//32 Ng.(>#7&.(EG+C,&;< JO//IN
8Y[(E*+(G,&;< 10//31 NYLG@%)*(G&.(EG+C,&D. | /0/lIS
8QA)THG@(,&'J 10113/ NQIEGI(7G&.(EG+C,&-. 10/1IS
SNLU(U$#,&'J /01180 | NN"%*+&F()@#G,&H; 10/1s
3/ | X#GG#U(76*,&-. 101180 | W |L)76GQ+(G,&;< 101119
-.10$1/ 232244

Sources: Author’s calculations based on data from Yardi Matrix and the U.S. Census.
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Table J (cont.)
Subsidized production per capita, 2010-23
(Sun Belt-Mountain localities)

968 ( )*&Y+,
" #$%&'$0*+’_$.%&+/,01 nomm3
"4 |5678)%9,-$.%&+,:- g

I'< [2)9&,>?@@)+,-6&+/,A0 s
"B |C@@)%/,01

1" |CD)E/,F-

1"3 |G?+&$H%/,01

"l |G)JIK$*J/,01

"L |G)*8)@)+,-$.%&+/,:-
I"M | G$%6&?,:D*6%'9/,NO
1" |G.78)+)/,CP

1 1-29?,Q*2%J)/,CP

114 |-R?%J@)*,CP

lI< |S$*7R)9&)*,-$.%8&+/,:-
IIB |S*?D)*/,A0

I, IN?+)&&8)T6@@)/,CU
113 |IN@$H)*#$.9%J/,01
N |Q$$I+)?*/,CP

IIL |Q*?%J,5*?26%6)/,01
1IM | Q*?D)T6%)/,01

14" 1V)%J)*9$%T6@@)/,0F
141 (V$$J,-$.%8&+/,01

144 |V .%&,-$.%&+/,01

14< |W+@)/,01
14B|0?.:)%9,-$.%&+/,:-

14; |O)R6/,A0

143 |#72%9K6)@J/,01

141 |#)*6J67%/,XS

4L |F$*&R,U67TR@7?%J,V6@ @9
1AM Y*)(/,AQ

1<" [5292J)%7/,01

I<! [5)$*67/,CP
1<45K@.)*T6@@)/,01
1<<|5$*&,Y*?%")/,NO
1<B|5*$T$/,A0

I<; |Z.))%,-*))8/,CP

1<3 |UB7R?*J9$%/,01
1<l |U$)*9/,CU

1<L |:?%,#7*7$9/,01
1<M|:?%J+/,A0

IB" |:?%J+,:D*6%'9/,QC
IB! |:7$&89J?@)/,CP
1B4|:D*6%',V6@@/,0F
IB<|0?+@$*9T6@@)/,A0
'BB|0$$)@),-$.%&+/,A0
IB; |=?@@)*,-$.%&+/,01
1B3|=69),-$.%&+/,01

1Bl |=+@6)/,01

-./0$1/ 232245

Sources: Author’s calculations based on data from Yardi Matrix and the U.S. Census.
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Table K
Subsidized inventory per capita, 2023
(Sun Belt-Mountain localities)

1"#3%8&'( )*+*"-( 1"#$%&( )X+ *"-(
! ["#$%&' ()*++,-./0 121314 5! [0#&.6,7#&-.86 12141
9|+ (#- < 121=>? 59|-.@A 12119=
4|BC7#D.0#(E-.@A 121555 S54{F#((#G'+*&-.8H 121113
?|/'D;.I'D;J-.@A 1217?3? 5?|K#D%,D-.HL 121>
5|M#++#&-. @A 121?231 55|0#CD,(&.H'C(;N-.BH 121!1=
=|O#N;'P(-.@A 121?Q?| 5=[8'D;J.HI#D+¢&;'(-.BH 121115
>|OD#E,(;'(-./0 12179= 5>|H'($'DE-.8H 12117
QR*&&'CD*H*N-.@A 1217?13 5QSD)*(7-.@A 12119
3| @, T#& H*N-. @A 121?13 53| U#+,*7J-.8H 121111
11 |M#N;'(#.0,#$J3-./0 121?19 =1{R"D,&)*++,-.8H 121'1>
I {/'D;.RN,D&-./0 12171? =!I |KV+C7,D)*++,-. @A 12115
19 (M,(;'(--@A 1214=3 =9|B;2.K,;,D&WCD7-./0 121114
14 (LD+#(E'-./0 1214=Q| =4|H'XX,D$,.H*;N-.HL 12113Q
1?2 |HI#D+';;,-.8H 121479 =?|B#(V'DE-./0 12113?
15|@J,.I"E+#(E&-.@A 121444 =5(YC(;,D&)*++,-.8H 121139
1= (ZC+,&&-.@A 121414 ==|U'C(E.U'$%-.@A 121139
1><D,,()*++,-.BH 12141! =>RCDVD,,&W'D'-.@8 121139
IQ|R#D*,;#-.<: 121935 =QKH&HE,(#-.@A 12113!
13 [BXND(#-.@8 1219Q3 =3|H#+EP,++-.SM 1211Q3
91|1*(;,D.Y#),(-./0 1219Q?| >1{B'C;J."DE#(-[@ 1211QQ
9! |<D#(E.KD#'D*,-. @A 1219=3 > I*&, H'C(;N-.@A 1211Q>
99[:D+¥(7;'(-. @A 121955 >0[<+,(E#t+,-.:\ 1211Q?
94(8#8&J)*++,-.@8 121954 >4|Y,(E,D&'()*++,-.@8 1211Q9
9?|B#+;.0#%,.H*;N-.[@ 121954 >?|KJ,(*T-.0\ 1211Q9
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Sources: Author’s calculations based on data from Yardi Matrix and the U.S. Census.
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Table K (cont.)
Subsidized inventory per capita, 2023
(Sun Belt-Mountain localities)
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Sources: Author’s calculations based on data from Yardi Matrix and the U.S. Census.
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Table L
LIHTC production per capita, 2010-21
(Sun Belt-Mountain localities)
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Table L (cont.)
LIHTC production per capita, 2010-21
(Sun Belt-Mountain localities)

H#$%& ( )&%+,
M| #$%8& ()*+,8%-.)01 noynnnn
"3 |4(+5)4$,(6/)01 noym
"7 1458(,)9(,:/);< -
I"= | 45%'5%%&(6/)4> noynn
I"? |4@(%865,))AB noynnn
I"C [D56'$%(/)01 -
I"E | F(-65)G$H%'(&%6/)!; g
I"J |FH65../);< -
I"K [06$L5,)G$H%8/);< oy
1" |M&6N5,)AB noynnn
n |M$$805(,)AB nognnnn
113 |M,(%8)9,(&,&5/);< nommm
N7 |M,(+5P&%5/);< ey
= |Q5%85, $%P&665/);R | "2
11? |15(-H5)4&'0/);< ey
IC [15@&/)!; -
IIE |15L&.P&665/);< noymmn
11J |1&"65)F6S/);< nomn
1K |G(%.T&568/);< noymmm
13" |R$,'@)9%,/)01 noymmn
13! |R$,'@)UEV@6(%8)Q&68./f:2"™
133 [>,55/)I; -
137 |9(.(85%(/);< -
13=195%$,&()AB noymm
137 |9T6H-5,P&665/);< noynmn
13C[9$,)>,(%-5/)01 noyum
I3E [WH55%)4,55:/)AB nopn
13J [U&V@(,8.$%);< —
13K|U$V:L(66/);< nonmm
17" |U$-5,.))AU noymn
17! [*V$".8(65/)AB oy
173 [*$H'@)X$,8(%/)1; nomm
177 |*H-(,)1(%8/);< noymn
17=;(06$,.P&665/)I; noymm
17? |;@5)Y$$86(%8./);< nommm
I7C|YO68&5/);< -
-.10%1/ 232245

187



Table M
Population per square mile, 2022
(Sun Belt-Mountain localities)
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Source: Author’s calculations based on U.S. Census data.
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Table M (cont.)
Population per square mile, 2022
(Sun Belt-Mountain localities)
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Table M (cont.)
Population per square mile, 2022
(Sun Belt-Mountain localities)
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