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CatoSold Out Califo

In September, 2021, California Governor Gavin Newsom
signed a bill pbolishing single-family zoning. This bill
was a victory for the Yes in Other People’s Back Yards
(YIOPBY) movement, as well as for urban planners who
sought to densify California urban areas, which are already
the densest in the nation.

It was also a victory for the Cato Institute, which was
proud of the fact that it was fworking hand-in-hand with

left-wing groups that sought to force Californians to live
in ways in which they didn’t want to live. Cato’s work was
led by Michael Tanne], whose previous experience with
housing issues was nearly nil. In supporting this move-
ment, Cato and Tanner ignored everything I had written
in two books and seven policy papers for Cato over the
previous fourteen years.

Cato in 2007 explicitly to work on urban
land-use and transportation issues. When it did so, it noted
that my previous “work showed that urban planning was
not making cities more livable, but instead was increasing
congestion and making housing less affordable.”

During my first year, Cato published my 416-page
book, [be Best-Laid Pland, which showed that urban plan-
ners had an irrational mania for density that was making
housing less affordable in regions that attempted to stop
the growth of low-density suburbs. In the same year, Cato
published a that I wrote showing that San Joses ur-
ban-growth boundary was rapidly densifying that city to
the detriment of congestion and affordability, along with
two other papers on housing issues.

In 2009, Cato published [/be Myth of the Compact Cir),
a paper I wrote showing that all the arguments for den-
sification were faulty. We didn’t need to force people to
live in high densities to save farms, forests, and open space
because all the urban areas of the country occupied just 3
percent of the nation’s land area. Nor would density reduce
air pollution or greenhouse gas emissions: people living
in dense areas actually use more energy for transportation
than those in low densities because they drive in more con-
gested conditions, while multifamily housing uses more
energy per square foot than single-family homes.
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The Nightmare of Densification

In 2012, Cato published Wmerican Nightmard, which
showed that the vast majority of Americans—most surveys
indicated around 80 percent—either happily lived in or
aspired to live in single-family homes. In fact, more than
75 percent of households did live in single-family homes
in Idaho, Indiana, Kansas, Michigan, Nebraska, Ohio, and
Pennsylvania—states that weren't trying to control urban
sprawl—while states trying to limit suburban growth
including California, Hawaii, Oregon, and Washington
had rates well below 70 percent.

American Nightmare also showed that the desire for
single-family housing went back at least into the nine-
teenth century, but transportation had been the main
barrier to that dream. Early cities were dense because the

main form of transportation was on foot, so people who
didn’t want to walk long distances to work often lived in
multifamily housing. The development of steam-powered
commuter trains in the 1830s, electric streetcars in the
1880s, and affordable mass-produced automobiles in the
1910s allowed successively lower-income people to live in
single-family homes.

American Nightmare further showed that the desire
for single-family housing was strongly associated with the
desire for homeownership. show that nearly
83 percent of occupied single-family homes are occupied
by their owners, while nearly 87 percent of multifamily
dwellings are occupied by renters.

In 1890, the main barrier to homeownership was not
the price of housing, which was affordable to nearly ev-
eryone who could deal with the transportation issue. For
example, homebuilders in 1890 Chicago sold brand-new
homes with private yards and indoor plumbing for as little
as $1,000, or about $25,000 in today’s money.

Instead, the main barrier to urban homeownership was
that people didn’t want to invest in a home only to see its
value destroyed by the introduction of incompatible uses
next door or nearby. Despite the low cost of homeowner-
ship, |ess than 18 percenq of urban households owned their
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own homes in 1890, compared with well over 60 percent
of rural households.

In the 1890s, developers discovered that adding deed
restrictions limiting home sites to single-family homes led
to faster sales. The deed restrictions didn’t increase the cost
of housing but they did increase the desirability of hom-
eownership.
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In 1890, a builder named Samuel Gros: sold two- bedroom, one-bath
homes like these for abour $1,000, the equivalent of $25,000 in today’s
money.

In the 1900s, urban planners developed single-family
zoning as a way of replicating the benefits of such deed
restrictions for existing neighborhoods of single-family
homes. By 1960, almost every city in America except
Houston had passed a zoning ordinance that zoned part of
the city for single-family housing. Since the 1950s, virtu-
ally all new single-family housing has been built either in
areas zoned for single-family housing or with deed restric-
tions.

Opponents of single-family zoning correctly point
out that there was a racial component to some early deed
restrictions and zoning. The Supreme Court, however,
quickly ruled that racist zoning was unconstitutional and
eventually did the same for racist deed restrictions. If ever
institution that was ever tainted by Jim Crow laws were
thrown out, we would no longer have public schools, ur-
ban transit, restaurants, or drinking fountains.

Americans responded to deed restrictions and zoning
by massively increasing homeownership. Between 1890
and 1960, urban homeownership rates more than tripled
to over 58 percent. In essence, Americans showed that
they didn’t want to live in just a single-family home; they
wanted to live in neighborhoods of single-family homes.
There were for this: such neighborhoods
tended to be quieter, with less congestion, less crime, and
lower taxes.

The United States in the 1960s enjoyed the lowest
levels of wealth inequality in its history, and high hom-
eownership rates were an important part of that. Home-
ownership was accessible to almost anyone with a job, and
people who owned their own homes were able to use the
equity in their homes to start small businesses, put their

children through college, or fund their retirement.

Urban planners were unhappy with the United States
being a nation of suburbs. Stimulated partly by a wacky
architect who called himself and thought that
everyone should live in and partly by a
wacky architecture critic named who thought
that was the epitome of urban living,
planners began advocating strongly for more

in the 1970s. (Planners influenced by Jacobs call them-
selves New Urbanists to distinguish themselves from the
“old urbanists influenced by Le Corbusier.) Significantly,
Le Corbusier himself never lived in a high rise while Jacobs
lived in a , not a mid-rise apartment, in Green-
wich Village and used the proceeds from her book,
\Death and Life of Great American Citie}, to move from there

into a detached fingle-family homd.

Planners rationalized the fontradictior| between Amer-
ican preferences for single-family homes and planners’
preference that most live in apartments by assuming that

American preferences were shaped by biased government
policies. In 1990, a planner named Douglas Porter urged

planners to use fnetropolitan governmemﬂ to halt urban
sprawl and force people to live in higher densities, policies

that became known as .

In 2008, a planning professor named Erthur Nelsoq
became widely celebrated for bredicting that, by 2025,

there would be 22 million “surplus” suburban homes, and
the suburbs would as middle-class Americans

were going to move into central city mid-rise and high-rise

apartments and condominiums in droves. Nelson urged
urban planners to prepare for this by rezoning both sub-
urbs and cities to higher densities, and the movement to
abolish single-family zoning is part of this crusade. The re-
turn to the cities never happened and COVID has acceler-
ated decentralization of urban areas, yet planners continue
to promote densification.

Blaming Single-Family Zoning

By the time American Nightmare was published, housing
prices had reached crisis levels in many urban areas, all of
which had drawn urban-growth boundaries or taken other
steps to restrict rural development. Planning advocates
then proposed a new argument for densification of cities:
They claimed that single-family zoning had made housing
expensive, and abolishing single-family zoning in states
like California and Oregon would make housing affordable
again.

Planners had previously proposed many other ways of
making housing more affordable, most of which were inef-
fective if not counterproductive. One common proposal
was inclusionary zoning, a requirement that developers
sell or rent a fixed share, usually around 15 percent, of
the dwellings they build to low-income households at be-
low-cost prices. Economists f that this policy makes
housing less affordable by leadlng developers to build less
housing and selling or renting the market-based housing
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they did build for higher prices to make up for the losses
from the below-cost housing.

The argument that single-family was responsible for
high housing costs was just as absurd as inclusionary zon-
ing. My 2008 Cato paper, [Ihe Planning Tz}, showed that
housing in 1970 had been affordable everywhere in the
country except Hawaii despite every major city except
Houston having single-family zoning. Housing affordabil-
ity in Houston, which had no zoning, was about the same
as in Dallas, which had single-family zoning.

Urban Area Density & Affordability
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2010 census data for more than 380 urban areas show a clear negative

correlation beween density and housing affordability.

Housing was expensive in Hawaii only because that
state was the first to introduce growth-management plan-
ning policies in a 1961 land-use law that restricted devel-
opment of rural areas. As California, Oregon, Washington,
Florida, and states in the Boston-to-Washington corridor
and cities along the Colorado Front Range adopted similar
policies, their housing affordability declined as well.

A 1975 [Environmental Law articld labeled such restric-
tions on rural landowners the New Feudalism because,
while they allow people to own land, they effectively
transferred the development rights to that land to the gov-
ernment. Collectively, these land-use laws represent the

greatest taking of private property since the communist
Chinese collectivization of farms in 1953.

In California, cities and counties had drawn urban-
growth boundaries in the 1970s that, as of 010, forced
95 percent of the population of the state to live on just 5
percent of its land area. Only 31 percent of the six counties
in the San Francisco Bay Area had been developed, while
development of the remaining 69 percent is prevented by
growth boundaries. Only 32 percent of Los Angeles, Or-
ange, and Ventura counties had been developed. Thanks
to growth management, California urban densities were
twice as great as the average density of urban areas in the
other 49 states.

Some California cities had initially intended to expand
growth boundaries as their populations grew, but the 1990
California Environmental Quality Act led to a require-
ment that any such expansion be preceded by a detailed
environmental impact report, which typically cost about
$20 million. No one was willing to spend this money so
no boundaries were expanded, and by 2000 California had
the least affordable housing in the nation.

Nor would abolishing single-family zoning make
housing affordable again. All available data showed that
densification inevitably made housing less affordable. A
comparison of urban area densities with housing afford-
ability (measured by dividing median home prices by me-
dian family incomes) using 2010 census data shows a clear
negative correlation between the two. The Los Angeles,
San Francisco-Oakland, and San Jose had all significantly
increased in density since 1970, and those increases were
accompanied by huge declines in affordability.

There are several reasons why densification, at least
when enforced by growth management, is incompatible
with housing affordability. First, land prices in regions that
restricted rural development are much higher than regions
that did not try to manage growth. A 2017 review of
, using 2005-2010 data, found that the average
price of land in regions such as San Francisco and Los An-
geles were more than ten times greater than in regions such
as Atlanta and Dallas.

High land prices mean that housing in a growth-man-
aged area must be much denser than in an unrestricted
area to be the same price. This requires multifamily hous-
ing usually three or more stories high. As a California de-
veloper named Nicholas Arenson to a San Fran-
cisco Bay Area planning commission, such multifamily
housing costs much more to build, per square foot, than
single-family housing, and “sells at a discount to all” sin-
gle-family dwellings. Arenson estimated that construction
costs per square foot were 50 percent more for three sto-
ries, 100 percent more for four stories, and 200 to 650
percent more for taller buildings. These higher costs are
due to the need for elevators and increased use of steel and
concrete in the structures.

Another reason why abolishing single-family zoning
won't make housing more affordable is labor costs. When
housing costs are higher, construction workers need to
earn more to be able to live in the area in which they work.
According to the latest data from the Bureau of Labor Sta-
tistics, the mean construction industry wage in California
is nearly while in Texas it is just $22 an hour.
As long as housing is expensive, it will cost more to build
housing in expensive markets.

Finally, history shows that the housing industry pro-
duces affordable housing only when it can build hundreds
of homes at a time on vacant land, as Henry J. Kaiser did
in Oregon and California in 1946 and 1947, the Levitt
brothers did in the New York-New Jersey-Philadelphia
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areas in 1947 through the early 1950s, and numerous
homebuilders have done in various master-planned com-
munities since then. Building a few one-off apartment

complexes in already developed areas is not going to be
efficient.

In 1947, Henry J. Kaiser sold these California homes, which may be
on the same street shown in the masthead photo, for up to $10,500,
or about $131,000 in today’s money. Today, thanks to urban-growth
boundaries, they sell for well over $1 million.

Confronting Cato

In 2017, I wrote a paper pointing out these facts and
submitted it to Cato. I was stunned when it was rejected
and they called mea “central planner” because I supported
single-family zoning. When I said that abolishing single-
family zoning wouldnt make housing affordable, they
told me it was necessary to restore people’s property
rights. When I said that the people who lived in single-
family areas wanted such zoning and that they actually
considered it a property right, they told me such people
wete racists. These are the kinds of woke answers I would
have expected from left-wing groups, but not from
Cato.

Homeowners who argue that single-family zoning
is a property right are historically accurate. Such zon-
ing was created to make homeownership more attractive,
and it succeeded. If such zoning hadn’t been created, then
virtually all the single-family neighborhoods built in the
twentieth century would have had deed restrictions to
accomplish the same thing. Since single-family zoning
has been around for 60 to 100 years, almost no one who
owns a home in one of these neighborhoods today “lost”
any property rights when the area was zoned; instead,
most were happy to buy in areas so zoned or protected
with deed restrictions. Zoning land as a substitute for
deed restrictions and then yanking away that zoning be-
trays the homeowners in such neighborhoods.

I was aware when I wrote the 2017 paper that a
group of people calling themselves
claimed to believe in free markets yet sang the praises
of density even though most Americans did want to live
in dense neighborhoods or cities. Like the new urban-

nineteenth-century period when people had to live in den-
sity so they could be within walking distance to work, and
that most of the people who lived there got out as soon as
they could.

The market urbanists who fupport densification] don’t
understand how housing markets work. They don’t real-
ize, for example, that in the minds of most Americans an

apartment is not an equivalent substitute for a single-family
home. They think that building a thousand 1,000-square-
foot apartments will do as much to meet housing needs
as building a thousand 2,200-square-foot single-family
homes, when in fact the demand for the latter remains
much higher than for the former.

Market urbanists also fail to recognize the role the
suburbs play in keeping housing affordable in the cities.
Land is more expensive in the central cities than in the
suburbs, but so long as the suburbs are allowed to grow,
they will stay affordable and the central cities will remain
affordable as well, though still more expensive than the
suburbs. If growth-management policies prevent the sub-
urbs from meeting housing demand, then prices will rise
dramatically in both the cities and suburbs. By focusing
on the cities instead of the suburbs, they arrive at wrong-
headed policies such as eliminating single-family zoning.

Market urbanists have a blind spot when it comes to
urban-growth boundaries and other growth-management
policies. I once debated , a market ur-
banist with the Mercatus Center. She asserted that San
Francisco was surrounded by the Pacific Ocean and had
nowhere to grow but up. She apparently didn’t realize that
to the north, east, and south of San Francisco was plenty
of vacant land, all within the San Francisco metropolitan
area, that was outside of urban-growth boundaries but
otherwise suitable for development.

I was also aware that some Cato scholars were mar-
ket urbanists. One Cato scholar told me that housing in
Washington DC was expensive because of the federal law
that prevented buildings from being taller than the U.S.
Capirol. The scholar completely ignored the agricultural
preservation rules that kept two-thirds of Montgomery
County, Maryland and 80 percent of Loudoun County,
Virginia from being developed. The scholar had no answer
when I pointed out that tens of thousands of residential
buildings in Washington didn’t come close to the height
limit, so that limit couldn’t be the cause of high prices.

What I didn’t know when I wrote my 2017 paper
was that Cato was or soon would be negotiating to obtain
funding from two foundations to work with progressive
groups in California in support of abolishing single-family

zoning. This became known as the [California Poverty and

[nequality Projec] and it was led by Michael Tanner. The

ists, these market urbanists were heavily influenced by
Jane Jacobs, yet neither she nor they understood that
the dense neighborhoods she praised were vestiges of the

project held numerous conferences and published several
papers and articles. Despite my two Cato books and nu-
merous Cato papers housing issues, I was never once con-
sulted on this project.

I offered to debate the issue with other Cato schol-
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ars and was turned down. In fact, I was firmly told that
Cato would not publish anything I wrote on this topic.
My 2017 paper was eventually by the Grassroot
Institute. This may have upset some people at Cato, but I
had always assumed that working for Cato gave them first
right of refusal for anything I wrote but did not give them
the right to forbid me to submit articles they had rejected
to other publishers.

“Smart growth is the new Jim Crow,” says California journalist Joseph
Perkins.

Tanner’s California project ended up making five
recommendations for making housing more affordable,
including ending single-family zoning and eliminating
restrictions on tiny homes. None of the recommenda-
tions said anything about the urban-growth boundaries
that were truly making California housing expensive, and
there is no evidence in anything Tanner has written to in-
dicate that he was even aware of these boundaries, which
he would have been if he had ready any of my Cato books
or papers on housing,.

California’s law abolishing single-family zoning re-
quires cities to allow eightplexes in areas currently zoned
for single-family housing. When that fails to make hous-
ing more affordable, some cities will no doubt allow even
higher densities. When those densities fail, the cities will
demand increased taxes to subsidize “affordable” housing
for a few lucky low-income households. But building af-
fordable housing—that is, subsidized housing for low-in-
come families—does not make the overall housing market
more affordable.

In the 1960s, when wealth inequality was at its low-
est, American urban areas had single-family housing for
almost everyone except young families just starting out,
recent immigrants, and economically oppressed blacks. If
housing remained affordable as Jim Crow laws were re-
pealed, the United States would have reduced its income
inequality still further. Instead, many states and cities en-
acted these planning restrictions, prompting California
writer to say that “smart growth is the new
Jim Crow.”

Tanner envisions cities that have single-family homes
for middle- and upper-middle class families and apart-
ments and tiny homes for working-class families. That is
not a way to reduce poverty or inequality.

Cato thought it was promoting a free market. But you
can’t have a free market in housing when 95 percent of
the land is off limits due to government regulation. Cato
thought it was helping to make housing affordable. But it
was actually making the single-family housing that most
Californians want even less affordable.

When Cato fired me in December 2021, the reason
given was that my position had been “eliminated.” But I
received only one poor performance review in all the years
I worked at Cato, and it was solely because I disagreed
with other Cato staff about single-family zoning. Whether
they fired me for this issue or not, what hurt the most is
that Cato valued the opinions of pro-planning, pro-den-
sity groups more than the analyses conducted by its own
housing expert presented in Cato’s own publications.

In doing so, Cato sold out the homeowners who ex-
pected their single-family neighborhoods to remain quiet
and stable. It sold out the owners of the rural land who
lost the rights to develop their land when the growth
boundaries were drawn in the 1970s. It sold out poten-
tial homebuyers who would prefer to own single-family
homes but will be unable to do so because few new such
homes will be built and some existing single-family homes
will be torn down to build apartments. Finally, it sold out
taxpayers who will be forced to pay higher taxes to make
high-cost apartments “affordable” to moderate-income
families. Regardless of what it did to me, Cato should be
ashamed of these destructive compromises with anti-free-
market groups.

Randal O’Toole, the Antiplanner, is a land-use and
transportation analyst and author of [[he Vanishing Auto]
fnobile and Other Urban Mythd. Masthead photo of Kaiser
homes on Newall Street in Santa Clara (just outside of San
Jose) is from Google Streetview.
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